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1 INTRODUCTION 

1.1 Motivation and background of the study 

Having concluded a successful review of commercialisation approaches in the region’s water 
supply sector, the Working Group ‘Regulation and Performance Monitoring of Water Utilities’, 
formed as part of GTZ’s sector network MENREM (Mediterranean Environmental Network), 
has now turned its focus on water sector regulation.  
 
Starting point for exchanging experiences from within their respective countries was to be a 
comparative survey on the current status of quality and economic aspects of regulation, including 
an assessment of any performance monitoring procedures employed by the responsible entities. 
The survey, the findings of which are presented in this report, included the members of the 
Working Group, Albania, Algeria, Egypt, Jordan, Lebanon, Palestine1, Syria and Yemen. 
 
The survey was based on field visits to all but two of the countries (Albania and Algeria) and 
roughly followed a structured questionnaire (included as appendix I), which covered the specific 
questions set out in the consultant’s TOR (appendix J). Interviews with key informants within 
government, utilities and, where appropriate, regulatory agencies were complemented by 
discussions with GTZ in-country staff and a review of any available documentation.  
 
Preliminary results of the survey served as a guide for discussions at a workshop held on 3 May 
2010 in Amman, Jordan. The final report, which reflects the participants’ comments, is organised 
as follows: The main text focuses on current regulatory arrangements and anticipated 
forthcoming changes in the case study countries to help identify regional best practice examples, 
common ongoing challenges as well as possible opportunities for cooperation between 
participating countries. More detailed country-specific information can be found in the case 
study annexes (A-H). Please note that all quotes included in this report and its appendices that 
derive from legal texts refer to unofficial translations. 
 

1.2 Basic considerations 

Before delving into the intricacies of regulatory design and the complexities of the regulatory 
process, it seems appropriate to highlight the concerns and confusion surrounding the concept 
of regulation. The working definitions outlined below reflect international trends towards the 
introduction of regulation by agency, with some adaptation to suit the case study context. 
 

What is regulation? 

Throughout this report, water services regulation refers to both economic regulation and quality regulation. 
The former is generally acknowledged to focus on efficiency and financial viability of services, 
the latter on a specific sub-set of service quality, namely drinking water and wastewater effluent 
quality. Often separated from an organisational point of view, in the ‘conventional’ regulation-
by-agency model these functions are also distinct from water resources regulation, notwithstanding 
the obvious and significant interdependencies between water services and the resources required 
to provide them, especially in the MENA region. 
 
The term ‘water services regulation’ is preferred due to the – in some case studies highly 
pronounced – sensitivities attached to the concept of ‘economic regulation’, which may be 

                                                 
1 Purely for simplicity, the Palestinian Occupied Territories will be referred to as a ‘country’. 
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perceived as contradictory to deeply held cultural values regarding water as a social rather than an 
economic good. The international experience shows the increasing importance of social welfare 
concerns in the conduct of regulation, and although the regulators’ core tools and functions – 
for good reason – are primarily restricted to the economic domain, social implications of their 
decisions are explicitly recognised and considered. This social dimension of regulation has been 
subject of much debate centred on the argument that decisions impinging on social policy, 
should rest with government and/or democratically elected representatives. 
 
Finally, it is important to distinguish between the process of regulation and the preparation of rules and 
regulations. One meaning of the English word ‘regulation’ is ‘a rule or directive made and 
maintained by an authority’; in the context of this study however it is primarily used to describe 
the actions of a ‘regulator’: an administrative entity, possibly even a dedicated regulatory agency 
whose task it is to protect customers’ interests in a natural monopoly situation and ensuring the 
financial viability of water service providers. 
 
Despite the recent popularity and proliferation of regulatory agencies, a wide variety of 
institutional models for regulation can be encountered, depending on market structures 
and ownership of service providers. For this reason, it may be best to think of regulation 
as a set of functions and competencies, such as setting, monitoring and enforcing basic 
rules (e.g. performance standards), setting and reviewing tariffs, and resolving complaints 
and disputes (as a second instance). 
 

What is ‘sanitation’? 

It has been noted that common usage of the term ‘sanitation’ can be vague. From the point of 
view of regulation this is important as in many instances organisational arrangements are such 
that the responsibility for sanitation other than piped wastewater services rests with local 
authorities and individual households. Non-networked, household-level sanitation (such as septic 
tanks which are commonly found amongst unconnected households in the region) is not – and 
one might argue cannot be – subject to regulation in the same way as a centrally provided water 
supply. Where countries have chosen to use the term ‘sanitation’ in relation to regulation, it 
should be noted that this refers to networked wastewater or sewerage service. 
 

What does ‘licensing’ mean? 

Interviews and documents reviewed as part of this study showed that the term ‘licence’ is used to 
describe a range of permits, all to be issued by some kind of regulatory authority. This may cause 
some confusion with respect to water services regulation, where a ‘licence’ generally refers to the 
legal ‘instrument of appointment’ which formally assigns responsibilities to a designated service 
provider, usually specifying the service area, some general rules and any applicable licence 
conditions. It is important to distinguish these licences from abstraction and discharge permits, 
or permits for constructing and operating installations and equipment, any of which were 
referred to as ‘licences’ in some legal documents or common parlance. 
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2 REGULATORY ARRANGEMENTS IN THE REGION 

2.1 Case studies overview 

As interviewees and programme staff consistently pointed out, although some of the 
participating countries share common characteristics, it is worth bearing in mind that they also 
differ greatly in others. Table 1 seeks to illustrate this with a limited selection of indicators that 
have some bearing on regulation; other decisive differences however are rooted in national 
cultures and recent history, all of which will influence the accepted regulatory process. 
 

Table 1: Selected country level indicators (Sources: Kaufmann et al. 2009; UNDP, 2007; UNPP, 2009; World Bank, 
2008, 2009; EarthTrends World Resources Institute, 2007; service coverage from study findings – national figures or 
‘urban/rural’ (in Palestine: West Bank/Gaza)). 

  Albania Egypt Algeria Jordan Yemen Lebanon Palestine Syria 

population (million) 3.17 84.5 35.4 6.5 24.3 4.3 4.4 22.5 

level of urbanisation 48%  42.8%  66.5%  78.5%   31.8%  87.2% 72.1%   54.9% 

GDP pc (current US$) 3880 1927 4912 3077 1095 6674 1290 2453 

income poverty 25.4%  16.7%  22.6%   14.2% 41.8%  8-28.5%   40%  ? 
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accountability index -1.05   -1.19 +0.13  -0.71  -1.18  -0.40  -0.94   -1.75 

water supply coverage 85%/49%  100%/98% >90%?  97%/83% 56%(a) 78% 90%/98% 92% 

wastewater coverage 67%/1.4%  60%/11% unknown  62% 31%(a) 58% 30%/60% 53% 

water resources (m3/cap/a) 13,184 759 373 145 120 1,206 75-125 1,313 

commercialised utilities all all largest largest most all few none 

principal regulator regulatory agency agency (planned) government 
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start date/operational 1996/98 2004/07 2009/11(b) 2010(b) 2011(b) 

govt./ 

committee N/A N/A 

 
Notes:   (a) urban only 

(b) estimated (earliest) future start or operational dates 

 

2.2 Country approaches to water services regulation 

This section introduces the regulatory arrangements in the case studies, starting with Syria and 
Palestine, and Lebanon, where the debate about regulation has only just been launched or first 
steps are being taken. It then traces developments in Jordan and Yemen, where efforts are 
underway to prepare for fully-fledged economic regulation in the near future. Finally, it describes 
the established regulatory regimes of Algeria, Egypt and Albania.  
 
The descriptive introductions that follow concentrate on key developments and features of the 
regulatory set-up; answers to the many and detailed questions set out in the consultant’s TOR 
can be found in the case study annexes (A-H). 
 

2.2.1 Syria 

In line with the country’s changing economic orientation towards a social market economy, the 
Syrian water sector is embarking on a comprehensive transformation process. Regulation is being 
considered as a means to modernise and increase service efficiency and to attract private capital 
for much needed investments, particularly in wastewater treatment. Strategic objectives are set 
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out by a State Planning Commission, in consultation with ministry level sector stakeholders, in a 
Five-Year Plan. 
 
The Ministry of Housing and Construction (MHC) holds key responsibilities in water supply and 
wastewater services, including policy-making and investment planning. It performs its service 
provision duties via 13 Public Drinking Water and Sanitation Establishments (WEs) and 
affiliated (separate and nominally autonomous) Public Sanitation Companies. The latter operate 
existing treatment plants and main sewer trunk lines, the majority of secondary sewer networks 
remaining a municipal responsibility. 
 
WEs nominally enjoy financial and administrative autonomy as asset owners and operators, 
though in practice depend on the Ministry of Finance (MoF) for investment and operational 
budget allocations. In addition, MHC is currently handling some large-scale investment projects. 
WEs are further constrained by civil service recruitment procedures.  
 
Unconnected rural areas are provided with privately operated tanker services, which are licensed, 
with a fixed tariff, and subject to random monitoring by local authorities. There is anecdotal 
evidence that illegal (but tolerated) small-scale private tanker businesses supply water at highly 
inflated prices, notably in illegal settlements, but also to urban businesses. 
 
There is no designated entity explicitly mandated to carry out regulatory functions. Instead, 
regulatory functions are shared by a range of government agents, most notably MHC and MoF, 
with ad hoc involvement of the Ministries of Health and Environmental Affairs. Regulatory 
decisions, such as tariff revisions (nominally the remit of MHC), are regularly overshadowed by 
strong political interests and centralised power. 
 
Despite a lack of clear provisions for institutional restructuring, it is understood that MHC is 
planning to withdraw from operational activities and concentrate on policy-making as well as 
transforming itself into a sector supervisor and regulator, a change actively promoted by GTZ. It 
is now the stated intention of MHC to design a suitable framework and strengthen internal 
capacities to develop its regulatory functions. 
 

2.2.2 Palestine 

The Palestinian 2002 Water Law provided institutional guidance for a hitherto fragmented water 
sector. However, since then, the National Water Council (NWC), established as the supreme 
policy and decision-making body, has convened only once, with significant repercussions for the 
further development of the regulatory framework. Furthermore, in the absence of a functional 
NWC, the sector is lacking strategic guidance in the form of a politically sanctioned policy or 
strategy. 
 
Responsibility for water supply mostly rests at the municipal level, where services are provided 
by water departments, joint service councils, village councils or local water committees. Two 
administratively and financially independent, publicly owned water utilities exist in the West 
Bank: Jerusalem Water Undertaking and the Bethlehem Water Supply and Sanitation Authority 
own their assets and can manage their own human resources without interference. Gaza’s single 
Coastal Municipalities Water Utility is financially independent, but for the time being remains 
under the instruction of the parent municipalities. Efforts are underway to create further 
autonomous, self-accounting public utilities.  
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Given that the majority of Palestinian water resources are under Israeli control, a significant 
share of bulk water is purchased from the Israeli national water company, and any new water and 
sanitation projects require the approval of the Israeli-Palestinian Joint Water Council. 
 
An estimated 135 unserved, unconnected villages and refugee camps provide a ready market for 
unregulated private water tanker businesses. Owing to deteriorating drinking water quality, 
private desalination services are increasingly the drinking water suppliers of choice in Gaza.   
 
The Palestinian Water Authority (PWA), which is primarily responsible for water resources 
management and development as well as water policy making, is also the designated sector 
regulator. Its regulatory mandate and functions – defined in vague terms as the ‘right to 
supervise and control regional utilities2 and water users associations’ – are shared, albeit not 
unambiguously, with the Ministry of Local Government (MoLG) as the umbrella ministry for 
local authorities. The Ministry of Health and the Environmental Quality Authority, as the 
guardians of public health and the natural environment, respectively, share quality regulation 
responsibilities.  
 

2.2.3 Lebanon 

In Lebanon, the national perception of ‘regulation’ remains linked with early Government 
proposals to privatise water services under the supervision of a regulatory body, which were 
blocked by Parliament. Commercialisation of public water utilities is overshadowed by a strong 
commitment to water as a public service. 
 
As part of the sector restructuring introduced under 2000 legislation, four regional public Water 
and Wastewater Establishments (WWEs) were created to replace the former 21 Water 
Authorities and approximately 200 small-scale local water committees and projects. Formally 
established as administratively and financially autonomous entities, WWEs are subject to public 
sector recruitment and salary restrictions and are not yet able to assume all of their legally 
assigned tasks. Water supply assets were transferred; wastewater assets will remain the property 
of local authorities, though operational responsibilities will pass on to the WWEs once the 
necessary capacities have been acquired. 
 
Given the intermittent service provided by the WWEs, alternative service providers are a 
common feature of the Lebanese water supply sector. Virtually all connected households 
supplement their daily supply with water from private tankers (activities are informal, verging on 
illegality), and many consumers prefer to drink bottled water.  
 
The Ministry of Energy and Water (MEW) holds overall responsibility for the sector, and 
performs economic and quality regulatory functions mainly via the ‘Oversight Department’ (OD) 
within the Directorate General for Exploitation/Operations. The Department’s legally assigned 
supervisory powers range from approving organisational and human resource decisions to 
business plans (in as far as they exist), budgets and tariffs. In practice, the OD’s activities amount 
to administrative control. 
 
Revised legal provisions instructed MEW to ‘monitor and enhance’ the performance of WWEs. 
To this effect, the law provides for the creation of a Performance Evaluation Committee (PEC) 

                                                 
2 Note that regional utilities, provided for in the law to act as principal service providers alongside a national bulk 
water utility, do not yet exist.  
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under the joint authority of the Ministry of Finance and MEW. Existing (draft) objectives, which 
include evaluating and ‘improving’ WWEs’ financial and operational performance, supervising 
water quality monitoring procedures and examining ‘the appropriateness’ of tariffs are 
ambiguous. Powers would be limited mainly to making recommendations to the Ministry. The 
ratification of a Joint Decision setting out the detailed arrangements is pending the outcome of 
discussions between the two ministries, which are reportedly to take place in the near future. 
Meanwhile, the OD assumes responsibility for managing performance data under an agreement 
relating to the GTZ-supported performance monitoring and benchmarking programme, which 
was introduced in 2009. 
 
It is worth noting that the Council for Development and Reconstruction (CDR), which is 
responsible for infrastructure rehabilitation during the 2006 post-war period, retains control over 
investment projects, with access to large externally funded budgets. Interestingly, CDR rather 
than MEW supervised the country’s only management contract (in Tripoli, with Ondeo) to date. 
 

2.2.4 Yemen 

Reform of the urban water sector in Yemen has concentrated on water supply and (networked) 
sanitation (UWSS) services, where a decentralisation and commercialisation process is underway. 
The Government of Yemen is seeking to consolidate the reform by introducing an independent 
regulatory authority, encouraged by development partners. 
 
Formerly the remit of the National Water and Sanitation Authority (NWSA) and its branches 
throughout the country, service provision responsibilities in the country’s urban areas are 
gradually being handed over to UWSS Local Corporations (LCs), their branches and affiliated 
autonomous UWSS utilities (AUWSSUs) who together are now responsible for services to about 
95% of the urban population. Whilst the former enjoy full financial and administrative 
independence, the latter remain linked to the LCs through the annual investment budget 
negotiation process. Despite having almost complete administrative and operational autonomy in 
practice, their functions, management responsibilities and status vis-à-vis the LCs remain legally 
ambiguous. Assets are government-owned. 
 
In view of anecdotal evidence that private agents (water ‘stores’ and tankers – now recognised as 
an acceptable means of water supply, if properly regulated) cater for utility customers in times of 
scarcity as well as the majority of unconnected households, efforts are being undertaken to 
gather further information on alternative providers.  
 
The role of the Ministry of Water and Environment (MWE) is shifting towards strategic and 
investment planning, and performance monitoring and evaluation. Currently, MWE (or the 
Minister) is the de facto economic regulator, (nominally) in charge of final tariff approvals and 
setting performance indicators and monitoring via the in-house Performance Indicators 
Information System (PIIS) unit. Some aspects of quality regulation have been assigned to 
separate agencies reporting to MWE (e.g. the Environment Protection Authority).   
 
By consensus between Yemeni stakeholders and the donor community an interim arrangement 
placing a regulatory unit within MEW is being sought until a ‘National Jihaz for the Regulation 
of Urban Water and Sanitation Services’ (NJRWSS) has been established. Funded by and 
reporting to MWE and GTZ, members of the proposed interim unit would work on preparing 
regulatory procedures and receive training to enable staff transfer to the future NJRWSS. Should 
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NJRWSS not formally exist by the end of the two-year transition period, the unit would dissolve. 
A decree to this effect has been prepared and is awaiting approval. 
 
A comprehensive regulatory law, drafted by international consultants, is under review. It is 
expected that NJRWSS, reporting directly to Parliament, would have a wide-ranging mandate, 
including licensing, tariff setting and powers to monitor and enforce performance of urban 
utilities. 
 

2.2.5 Jordan 

Structural reform of the Jordanian water sector began in the late 1990s, in line with overall 
government strategy aimed at converting unprofitable public services into efficient and 
customer-oriented businesses. The most recent Water Strategy reiterates calls for institutional 
reform, and endorses independent regulation of the sector. 
 
Water services in the Kingdom are the responsibility of the central Water Authority of Jordan 
(WAJ). Service delivery has been delegated to the public water administrations at Governorate or 
regional level, or the public companies replacing them: Two financially and administratively 
autonomous companies, Aqaba Water (AW) and Miyahuna, both owned by WAJ (either fully or 
as a majority shareholder) have entered into ‘assignment agreements’ with WAJ to operate 
services in Aqaba and Amman Governorates; the foundation of two further (regional) 
companies is expected in the near future. Both existing companies are free to manage their 
human resources. AW owns its assets; Miyahuna acts as management contractor, with WAJ 
retaining responsibility for large capital investments. 
 
‘Micro-level’ PSP to support specific services is taking place or should start in 2010 in some of 
the remaining Governorates. There is little systematic information concerning alternative 
providers, though water tankers appear to be widely used.  
 
Moves towards (economic) regulation began in 1997, when the Ministry of Water and Irrigation 
created a semi-autonomous Programme Management Unit (PMU) in anticipation of forthcoming 
PSP in water sector projects. PMU received extensive technical and financial assistance from 
KfW, GTZ and a dedicated European Commission-funded ‘PMU Support Project’, initially to 
oversee capital investment, management of Amman water services, PSP activities, but also to 
instigate performance measurement and benchmarking activities. 
 
Within the framework of another EU-supported project, a Water Sector Audit Unit (WSAU) was 
formally established in 2008 within PMU to develop and implement a nationwide performance 
indicator system and act as a precursor to a future Water Regulatory Commission (WRC). New 
legislation that will introduce the WRC as an independent legal entity reporting directly to the 
Prime Minister is under preparation. The intended transformation of WSAU into a WRC will 
continue to receive EU-financed technical assistance. 
 
To date, WSAU ‘regulates’ only commercialised water providers. Contractually assigned 
regulatory duties include data collection for monitoring (benchmarking) purposes, performance 
evaluation to recommend ‘appropriate action’, periodic inspections and project feasibility 
reviews. It is expected that the WRC’s mandate and duties will be modelled after existing 
Jordanian regulatory commissions that enjoy a wide range of powers, including tariff setting. 
PMU/WSAU’s present role is purely advisory in this respect. 
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Quality regulation (concerning drinking water and wastewater effluent) is and is set to remain the 
remit of the Ministries of Health (MoH) and Environment, respectively. MoH oversees all types 
of water providers, undertaking licensing and water quality monitoring of private water tankers. 
 

2.2.6 Algeria 

The Algerian government is embarking on a process of administrative and financial reform, in 
which the water sector, where attitudes amongst key decision-makers continue to be dominated 
by the country’s history as a socialist State, assumes a low priority. Reform within the sector, 
described as ‘an intra-ministerial opinion-building process’, aims to address the fragmented 
allocation of responsibilities through harmonisation of legal texts. Private sector involvement in 
service provision, initially the preferred option for improving performance and efficiency, 
provided the impetus for independent regulation in Algeria. 
 
The water sector is primarily administered by the Ministry of Water Resources (MRE) and the 
Ministry of Interior (MoI), the former being responsible for policy-making, planning and 
management of water resources and water services. Water Directorates at Governorate level 
(DHW), though not conceived as service providers are the responsible entities for hydraulic 
engineering and play a substantial role in the planning and budgeting process, reporting to MoI 
on financial matters. Industrial wastewater is the responsibility of the Ministry of Environment. 
All budget decisions are the remit of the Ministry of Finance. Other ministries are involved in 
specific sub-sectors, such as the Ministry for Energy in the case of desalination.  
 
Operational responsibility for service provision – in theory – rests with the two state-owned 
National Drinking Water and Sanitation Establishments (ADE and ONA, in charge of water and 
sanitation, respectively), who have a right to licence ‘competent competitors’ to provide services 
on their behalf. In practice, the transfer of responsibilities from poorly resourced municipalities 
to ADE/ONA is taking time to complete. Delegation contracts involving the international 
private sector (through local joint stock companies owned by ADE and ONA) exist in four 
major cities, together serving more than 20% of the national population. Other municipalities, 
under guidance of their respective DHW, have entered into contracts with ADE/ONA. Besides, 
intermittent and irregular services have given rise to an unregulated, (private) mobile water 
trading market. 
 
The new Water Act of 2005 allowed for ‘regulation of public water services’ to be delegated to 
an autonomous administrative entity; the establishment of a financially autonomous ‘Algerian 
Regulation Authority for Water Services’ was decreed in September 2009. The authority, which 
reports to MRE, has yet to become fully operational.  
 
In accordance with the consensus within the MRE-GTZ working group on Algerian regulation 
in the water sector, the authority is expected to concentrate on ‘regulatory supervision’ in the 
context of private sector involvement initially, which essentially amounts to contract 
administration/regulation. PSP contracts are administered by an Administrative Council on 
which MRE, ADE and ONA are represented. 
 
Legally, however, the regulatory authority is charged with the supervision of operators of 
publicly or privately managed public water services in the execution of their functions, ‘with 
particular regard to the users’ interests’.  Responsible for investigating customer complaints, 
performance monitoring and evaluation, it has no tariff-setting responsibilities and its scope of 
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action in general is limited to making recommendations to MRE concerning its views for the 
improvement of service management. 
 

2.2.7 Egypt 

Beginning in the mid-1990s, Egypt has nearly completed the commercialisation of its water 
sector. Whilst PSP is proceeding with caution, all but one of the former Governorate water 
departments have been converted into subsidiaries of a national Holding Company for Water 
and Wastewater (HCWW). The ongoing reform process, which saw the establishment of the 
Egyptian Water and Wastewater Regulatory Authority (EWRA), is expected to culminate in a 
forthcoming new water law, which will consolidate the regulator’s position. 
 
The Ministry of Housing, Utilities and Urban Development (MoHUUD) holds overall 
responsibility for policy development and the provision of water and wastewater services, and 
currently acts as ‘line ministry’ for all water service organisations, including EWRA and the 
National Organisation for Potable Water and Sanitary Drainage (NOPWASD), which manages 
new infrastructure projects. Budget allocations are the responsibility of the Ministry of Finance. 
 
HCWW and its affiliated water and wastewater utilities legally enjoy full financial and 
administrative autonomy, including asset ownership and freedom from civil service regulations. 
Due to capacity weaknesses many subsidiary companies remain dependent on technical and 
operational assistance from the parent company, which exercises final control over 
organisational and investment decisions and distributed MoF subsidies. 
 
Established in 2004 by Presidential Decree, EWRA’s powers to access information were 
strengthened by MoHUUD Decree in 2007 to enable it to carry out its mandate, which focuses 
on monitoring utility performance against (as yet undefined) technical, commercial, financial and 
economic standards and efficiency potentials, and following up on customer complaints. EWRA 
has been in receipt of US-funded legal and institutional support as well as EU-funded advisory 
services. 
 
Regulatory (standard setting and monitoring) responsibilities regarding drinking water and 
wastewater effluent quality are shared between the Ministries of Health, Environment, and Water 
Resources and Irrigation. Also in 2007, EWRA’s powers were extended by MoHUUD decree to 
include quality monitoring responsibilities. 
 
The forthcoming new water law is expected to confer additional, critical regulatory powers on 
EWRA, such as the ability to issue fines and set ‘economic tariffs’ (Cabinet reserving the right to 
prescribe the level of ‘social tariffs’). EWRA’s future mandate will most likely encompass service 
provider licensing as well as approving business plans and levels of service. It is further 
anticipated that EWRA will become the administrator of a special fund comprising any fines 
levied on companies, which is earmarked for ensuring service provision to the poor.   
 

2.2.8 Albania 

Decentralisation and commercialisation have been at the heart of the ongoing Albanian water 
sector reform, which has been at least partly driven by the desire to satisfy EU requirements in 
view of the planned membership candidacy. Regulation, which was introduced in 1996 in the 
form of an independent regulatory agency (‘ERRU’), is now recognised as a critical element of 
successful reform implementation.  
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Service delivery responsibilities have been delegated to the level of local government units 
(LGUs). The former public enterprises providing water supply and sewerage services have been 
transformed into joint stock companies under commercial law. There are currently 56 licensed 
utilities, including some regional companies, serving predominantly urban areas. Some 300 stand-
alone water supply systems remain under communal (local government) ownership and 
management. Wastewater services are principally delivered by local governments, as only 28 
utilities provide both types of service.  
 
As service aggregation is widely regarded as a means of harnessing economies of scale, and now 
portrayed as better suited to ensuring compliance with relevant EU Directives, the Government 
of Albania is seeking to reduce the number of utilities through suitable mergers under a 
programme of ‘regionalisation’. This is a contentious subject amongst local government officials; 
in 10 utilities, including the two largest, the process of establishing Supervisory Councils (i.e. 
Board of Directors with representation of all affected LGUs) has stalled.  
 
Responsibility for sector policy and strategy lies with the Ministry of Public Works, Transport 
and Telecommunication, which also coordinates donor-funded projects and subsidy allocation. 
Provided by the Ministry of Finance, the latter are the responsibility of the General Directorate 
of Water Supply and Sewerage (GDWSS), which acts as the implementing arm of the ministry. 
GDWSS currently also assumes monitoring responsibilities through a formerly World Bank-
supported Monitoring and Benchmarking Unit (MBU). Drinking water and effluent quality 
regulation are the respective responsibilities of the Ministry of Health and the Ministry of 
Environment, Forecasts and Water Administration. 
 
The wide range of regulatory functions and powers assigned to the autonomous water regulatory 
authority includes service provider licensing, approving tariffs and licence conditions, prescribing 
procedures and standards for investment programmes, developing and enforcing performance 
standards, reporting and imposing sanctions – all with a view to promote efficient and safe 
service provision, enable licensees to finance their activities and protect the interest of 
customers. After more than a decade of focusing mainly on issuing licences and tariff approval 
(with moderate success), the agency – under new management and assisted by a recently started 
GTZ-supported capacity development project – is in the process of strengthening its role in the 
sector and adapting its procedures, linking with the MBU to refocus its regulatory activities on 
operators’ performance for the first time.
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Table 2: Available information on selected key performance data and current tariff structure in the case study countries (Source: various, see case study annexes). 

... Syria Palestine Lebanon 
Yemen 

(urban only) 
Jordan Algeria Egypt 

Albania  

(mainly urban) 

No. of water 

connections 

(range) 

32,000 - >800,000 ≤50,000 
65,000 - 

400,000 

<2,000 - 

~100,000 
20,000 - 450,000 No data No data 392 - 149,687 

Level of 

metering 

generally metered 

supply 

generally metered 

supply 

sporadic; 

programmes 

underway 

generally 

metered 

supply 

generally 

metered supply 

widely used in 

urban areas, 

but unreliable 

~ <85% 42% 

Non-revenue 

water (range)  
36 - ~52% 

average 34%,  

best 28% 
estimated 40% 11 - 52% 21 - ~50% estimated >50% ≥30% 70% 

S
e

rv
ic

e
 P

ro
v

id
e

rs
 

O&M cost 

recovery 

(range) 

below 90% average 50% 20 - 136% 71 - 186% ~60 - 128% estimated 40% No data 

66% (but some 

achieve full cost 

recovery) 

Customer 

categories 

domestic, 

commercial, 

government 

variations of 

domestic, public, 

commercial, 

industry, tourism; 

bulk water tariff 

none domestic, 

government, 

industrial 

domestic, 

commercial 

domestic, 

administration 

& commerce, 

industry & 

tourism 

domestic, 

commercial, 

administration 

domestic, 

institutions, 

business; bulk 

water tariff 

General type 

simple block tariff 

(SBT)*, incl. 

progressively 

increasing % 

wastewater (WW) 

surcharge 

increasing block 

tariff (IBT) 

common, some 

uniform tariffs, 

0 - 30% WW 

surcharge 

annual flat fee, 

no WW 

component 

IBT, 

50-80% WW 

surcharge 

SBT 

(exponentially 

increasing) 

IBT SBT, some IBT, 

some unmetered 

estimated 

consumption, 

35% WW 

surcharge 

flat rate or 

uniform 

volumetric 

15m3/quarter 
commonly 

5m3/month; 

5-10m3/ 

month 
20m3/quarter 250l/day 10m3/month, 

T
a

ri
ff

 S
tr

u
ct

u
re

 

Size and cost 

of lifeline or 

lowest block 

(per m3) 
€0.04 (+5% WW 

charge) 

€0.72 - 4.25 as 

minimum fixed 

charge (flat fee) 

N/A 
€0.07 - 0.49 

(water only) 

€4.88 

(incl. WW) 
0.80 €/m3 

€0.028 

(water only) 

€0.12 - 0.43 

(water) 

€0.01 - 0.12 

(wastewater)  

 

* The definition of ‘Simple Block Tariff’ is used in this table corresponds to that offered by Biesinger and Makary (2009): once consumption reaches a certain level, the entire 
monthly (quarterly, in Jordan) consumption is billed with the applicable rate for this block.
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2.3 Regulatory development in the region   

Without detailed analysis, some initial observations concerning general trends can be noted: 
 
Deliberate economic regulation is a recent phenomenon. Historically regulation, perhaps better termed 
‘oversight’ of the water service sector in the countries participating in this study, had been 
approached primarily from a public health perspective, assigning monitoring and enforcement 
responsibilities to Health Ministries. In many cases, consideration of performance aspects other 
than (drinking) water quality (and a vaguely defined measure of ‘access’) is a more recent 
phenomenon linked with efforts to encourage efficiency and consequently service quality 
improvements, usually driven by the desire to reduce the drain on public purses resulting from 
inefficient and poorly performing water utilities. There is a pattern of donor agencies promoting 
institutionally independent regulation as part of wider structural reform involving 
commercialisation of service provision. All countries have attempted or are in the process of 
implementing sector reforms; Albania, Algeria, Egypt, Jordan and Yemen have opted for the 
regulation by agency model. 
 
There is no widely shared concept of regulation. The survey encountered a significant lack of coherence 
with respect to the use of the term ‘regulation’. In many of the government-regulated systems, 
particularly amongst utilities, it is thought of as (yet another) set of rules and regulations rather 
than a process involving the regulated industry, amongst other stakeholders, as active 
participants. As the Algerian case aptly demonstrates, the understanding of what exactly 
regulation is or entails can vary widely, notably between English, French and Arabic speakers, 
leading to misunderstandings and disagreements regarding the nature, objectives, appropriate 
functions and acceptable tools of regulation. Perceptions are influenced negatively by a lingering 
shadow of privatisation fears (given the association of independent regulatory agencies with 
prominent PSP arrangements), which in Lebanon led to the outright rejection of delegating 
regulation to an autonomous agency. 
 
History, politics and cultural values frequently run counter to the conventional model of economic regulation. 
Governments in the region are pressing ahead with commercialisation reforms, expressing their 
commitment to efficient and financially viable service provision. More often than not these 
policy statements, which are some times backed with detailed targets for achieving cost recovery 
in the sector, compete with equally strong commitments to social protection – which are more 
widely shared amongst the local population, including utility staff. In some countries a strong 
public service ethos prevails amongst the newly commercialised water utilities. Service users tend 
to be thought of, and perceive themselves, as recipient-beneficiaries of a state service rather than 
customers of a modern water business. As customer-orientation is being nurtured within utilities, 
customers and governments need to develop an awareness of their own share of obligations and 
responsibilities, including individual financial contributions3. 
 
Nonetheless, regulatory development concentrates on networked and commercialised service provision. Whatever 
stage has been reached in terms of regulatory development, the existing frameworks for 
economic regulation have been designed almost exclusively for utility providers. In Algeria, the 
introduction of independent regulation was primarily inspired by PSP contracts, in Jordan it will 
apply only to commercialised providers. In Yemen, a conscious choice has been made to develop 
regulation for urban areas served by public and private providers, though for capacity reasons 
regulation will initially focus on commercialised (or commercialising) utility providers. Regulatory 

                                                 
3 This is, of course, notwithstanding the fact that service levels may need to increase to justify increased service 
charges levied onto customers.   
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ambiguities arise where utilities are not yet capable to fulfil their assigned tasks, leaving actors 
outside of this framework (such as the region’s ubiquitous water tanker businesses, or even local 
authorities, which are then accountable to different line ministries) to provide replacement or 
complementary services, at least in the short to medium term.  
 
Regulatory ‘independence’ is generally approached with caution, but national perceptions and political support can 
change over time. Only five years ago, PMU staff and advisers argued in favour of continued strong 
government involvement in Jordanian water service regulation. The conclusion that ‘it is unlikely 
that PMU will evolve into an independent economic regulator and even less likely that decision-
making powers in key areas will be devolved to an independent regulatory agency’ (Gerlach, 
2007) stands in marked contrast with the imminent introduction of an independent Water 
Regulatory Commission. A long-term commitment to build in-house capacities and support 
organisational development, which accompanied technical assistance at the utility level, accounts 
at least in part for the growing confidence within the unit and changing attitudes within the 
sector. Current developments in Yemen mirror this step-wise approach to independent 
regulation via a transition unit. 
 
Without adequate motivation and support, regulation may wither. The Albanian water regulator, ERRU, 
which was established with a strong mandate and wide-ranging regulatory powers, for more than 
a decade occupied itself with mostly administrative matters, eventually even having its tariff 
setting responsibilities temporarily curtailed (a legal decision since reversed); proactive (and from 
a regulatory point of view critical) monitoring and benchmarking activities developed as a parallel 
system within the ministry’s water department (GDWSS). Only recently, following changes in 
management and with high-level political backing, ERRU is making a concerted effort to fulfil its 
intended role, drawing on technical support to develop the necessary capacities. 
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A regulatory framework defines, 

explicitly or implicitly, the formal 

and informal rules for water service 

provision and the allocation of 

regulatory functions amongst the 

various actors and stakeholders. 

3 REGULATORY DESIGN AND PRACTICE 
 

Much of the information requested by the consultant’s 
TOR made reference to legal aspects of the countries’ 
regulatory frameworks. However, and this was strongly 
evident in the case studies, social or cultural norms and 
conventions, commitments, incentives and expectations, 
though difficult to ascertain and even more difficult to 
change, play a decisive role in shaping regulatory 
arrangements and outcomes, and should therefore be 

considered as much as the formal attributes of institutional design. For this reason, the study has 
reviewed the applicable legislation, contracts and specific regulations (in as far as they were 
available), but also sought to examine some of the less formal aspects of the regulatory 
frameworks, which provide the underpinnings of the process of regulation, to understand how 
and why regulation works (or does not work, as the case may be) in a particular way. 
 

3.1 Institutional (agency) design 

3.1.1 Mandates and organisational resources 

From an agency design point of view, the effectiveness of regulatory agencies hinges, to a large 
extent, on a combination of the strength of legal mandates and the resources available to the 
organisation (Berg, 2000). The legal mandate serves as a basis of regulatory authority4, defining 
the responsibilities as well as the degree of independence and power awarded to a regulator. Key 
powers have been summarised in table 3; it proves less easy to identify clear objectives and well-
defined responsibilities against which the effectiveness of regulation might be assessed. 
 

Table 3: Key powers awarded to principal regulators: power to issue legally binding regulations, power to access 
information and obtain data, power to enforce decisions through sanctions, and power to set tariffs. Brackets 
indicate where prior approval must be sought. Legend: (powers held powers being transferred powers not held) 

Lebanon 
Regulatory powers Albania Egypt Algeria 

Jordan 

WRC 

Yemen 

NJRWSS PEC MEW 
Palestine Syria 

issue regulations Y Y N Y Y N Y (Y) Y 

obtain information Y Y Y Y Y Y Y Y Y 

sanction Y N→Y N Y Y N Y Y Y 

Set (approve) tariffs Y N→(Y) N maybe Y N (Y) (Y) (Y) 

 
Table 4 (next page) maps the institutional design of the principal economic regulators in the 
region and to what extent this corresponds with accepted ‘best practice’. In the table, 
institutional autonomy refers to appointment and removal procedures, staff recruitment and 
remuneration; lines of accountability highlight the extent to which regulators are required to 
justify their decisions and remain open to public scrutiny. Reporting to the Legislative is 
generally considered better practice than reporting to the Executive, and ideally, formal 
mechanisms should be in place for appeals against regulatory decisions. Finally, financial 

                                                 
4 Particularly in view of the social dimension of regulation, legal mandates are considered stronger if conferred by 
legislation rather than ministerial decree, as laws passed by a democratically elected Parliament are generally deemed 
to bestow a higher legitimacy and credibility – to what extent this matches the political reality in the case study 
countries is a matter of debate, and was not investigated in detail. 
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autonomy relates to the extent to which the agency has control over its own budget, i.e. the 
funding sources, as another means of insulating it from undue external influence. 
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Table 4: Formal attributes of regulatory design in the case study countries. Colour shading indicates correspondence with accepted ‘best practice’: strong medium none and 
planned/ongoing transitions from one to the other 

 Albania Egypt Algeria Jordan Yemen Lebanon Palestine Syria 

principal 

economic 

regulator 

Water 

Regulatory 

Authority 

(ERRU)  

Egyptian Water 

and Wastewater 

Regulatory 

Authority 

Algerian 

Regulation 

Authority for 

Water Services 

Water Sector 

Audit Unit 

(WSAU) within 

WAJ; planned: 

Water Regulatory 

Commission  

Ministry of Water & 

Environment;              

planned: Nat. Jihaz for 

the Regulation of 

Urban Water and 

Sanitation Services 

Ministry of Energy 

& Water; planned: 

inter-ministerial 

Performance 

Evaluation 

Committee  

Palestine 

Water 

Authority, 

overlap with 

Ministry of 

Local Gov. 

Ministry of 

Housing and 

Construction, 

Ministry of 

Finance 

remit national: all 

utilities  

all (regional) 

utilities 

national: primarily 

PSP 

commercialised 

utilities only 

urban public and 

private providers 

national: all 

utilities 

national: all 

types 

national: all 

utilities 

mandate regulatory law Presidential 

decree; regulatory 

law pending 

Executive decree, 

but mentioned in 

water legislation 

agreement 

between donors 

and GoJ (WSAU); 

regulatory law 

pending 

regulatory law 

pending 

water law, but 

establishing 

decree pending 

regulatory 

responsibilities 

outlined in 

water law 

N/A 

autonomy open 

recruitment, 

max two 4-year 

terms, specified 

qualifications, 

restrictions on  

pay 

Ministerial 

appointments to 

EWRA Board for 

indefinite term, 

open staff 

recruitment & 

pay 

Presidential 

appointment upon 

recommendation 

by Minister, max 

two 5-year terms; 

staff recruitment & 

pay not yet clear  

open staff 

recruitment, 

attractive donor-

funded pay, WRC 

appointments 

potentially 

'politically 

motivated' 

planned: open 

recruitment & pay, 

max two 5-year terms 

planned: Cabinet 

appointments of 

high level civil 

servants, plus 

short term expert 

staff 

civil servants civil servants 

accountability public 

reporting and 

access to files 

legally required 

reports to line 

Ministry,                 

no formal appeals 

mechanisms 

reports to line 

Ministry 

WSAU reports to 

WAJ/Ministry; 

future unknown 

interim unit to report 

to Minister; planned: 

public reporting, 

formal appeals 

mechanism 

PEC to report to 

MEW, MoF, 

Cabinet & 

Parliamentary 

Committee 

N/A N/A 

funding regulatory fees government-

funded, planned: 

additional 

complementary 

sources 

initially gov.-

funded, later from 

‘national drinking 

water fund’ & state 

provisions 

WSAU largely 

donor-funded, 

regulator via fees 

and levies 

interim unit 

government & 

donor-funded, 

regulator primarily 

via fees & levies 

Ministry-funded N/A N/A 
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Organisational resources, i.e. budgets and personnel, are another indication of how likely a 
regulator is to succeed in achieving its assigned functions. It has proven difficult to assess the 
level of funding available for regulation (and hence the cost of regulation). There is great 
variation in the extent to which legislation prescribes required qualifications and levels of 
expertise for commissioners and staff, and allows independence from civil service salary scales. 
Staffing levels generally reflect the interpretation of or importance attached to ‘regulation’: a 
single person is assigned to the ‘Tariff and Economics’ division in the Palestinian Water 
Authority and the Lebanese MEW’s Oversight Department comprises five insufficiently trained 
members of staff, whereas the Egyptian Water and Wastewater Regulatory Authority currently 
employs 12 management level and 95 support staff. 
 
In the case of EWRA, these numbers may be a reflection of regulation being promoted by its 
Executive Director, who is also the Assistant Minister for International Cooperation within the 
line ministry – a dual role that undoubtedly benefits the development of regulation but might 
compromise the independence of the agency. The ongoing or planned start up strategies in 
Jordan and Yemen are positive developments, but rely on donor backing for capacity 
development and interim funding to guarantee a level of resources commensurate with the units’ 
tasks and responsibilities. With regard to staff qualifications it was noted that private sector 
expertise appears to be in short supply, and whilst in-house technical expertise is excellent 
throughout the region, internal capacities with respect to commercial (and social) aspects of 
water service provision are generally low. 
 
It is not the intention of this report to dwell on the somewhat academic discussion of 
organisational arrangements; set-ups that run counter to conventional notions of ‘good agency 
design’ may well suit a particular context. Some observations regarding regulatory frameworks, 
however, shall be highlighted: 
 
The importance of shielding the regulatory process (not merely the regulators themselves) from political 
interference, though not always possible, should be a prime consideration. Opportunities for this 
were found to persist at all levels. The Yemen case study identified political interference at the 
operator level as potentially undermining if not precluding effective regulation. This problem, 
which exists wherever company boards comprise Governors or other influential local politicians, 
or representatives of public sector institutions, has already been noted in the commercialisation 
study. More often than not, tariff setting remains politically motivated, whether through 
customary ‘informal consultations’ between the competent Ministries and political stakeholders 
in Syria and Lebanon, the Egyptian Cabinet reserving the legal right to set ‘social’ tariffs, or the 
Jordanian Royal Court somewhat unexpectedly vetoing an agreed tariff increase.  
 
The incomplete separation of policy-making, regulatory and service provider/operator functions emerges as 
counterproductive, especially where ministry-regulators retain significant involvement in 
investment decisions (e.g. the Lebanese MEW remains legally responsible for large installations, 
incl. networks), or are represented on company boards5. Some current de facto regulators (e.g. 
the Jordanian and Palestinian Water Authorities) are actually involved in operational activities, 
albeit mostly at bulk water supply level. Some influential actors were found to have no or no 
clearly defined relationship with the regulator, e.g. the Lebanese Council for Development and 
Reconstruction, which administers the country’s largest investment budget and reports directly 
to the Council of Ministers, or the Egyptian National Organisation for Potable Water and 

                                                 
5 Though this is not uncommon, it can be problematic if, as in the case of the West Bank commercialised utilities, 
the ‘regulator’ PWA is deemed to have ‘approved’ the proposed tariff through representation on the Board during 
tariff discussions. 
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Sanitary Drainage, which is responsible for all new infrastructure projects and is institutionally 
anchored at the same level as EWRA, both reporting to the same Ministry.  
 
A fundamental obstacle to effective and efficient regulation is the lack of legal clarity and consistency, 
which was particularly evident in Palestine and Algeria. A strong (yet ambiguously defined) 
regulatory mandate was awarded to the PWA by legislation that has not been streamlined with 
existing legislation defining the responsibilities of the Ministry of Local Government. The 
situation is exacerbated by the fact that PWA by-laws, which customarily define its procedures 
and responsibilities and have been revised to reflect the provision of the new water law, lack 
official endorsement by the non-functional National Water Council. The complex legal situation 
in Algeria has reportedly confounded experts on the subject, a recent mapping exercise revealing 
numerous contradictions, ambiguities and gaps in the body of law.  
 
Ambiguous mandates are a particular challenge where regulators cannot turn to clear national 
policies for strategic guidance concerning objectives or core regulatory goals. The lack of a clear sector vision, 
policy and strategy has been cited as a major shortcoming, particularly in countries with large 
flows of donor funding into investment projects (e.g. Palestine and Lebanon). Here the 
development of domestic water sectors is directed by ad hoc capital investment decisions rather 
than policies formulated by the relevant ministry or better still, broad stakeholder consensus. 
 
Yemen’s multi-stakeholder process aimed at substantiating national policies, which led to a 
‘National Water Sector Strategy and Investment Program’ being endorsed by the government 
and development partners, or the recent overhaul of Jordan’s water strategy (both preceding or 
accompanying the drafting of regulatory laws), may offer instructive insights on how to provide a 
consistent reference for future regulatory decision-making. 
 
Although for the sake of efficiency duplications should be avoided, cooperation between water services 
regulators and other authorities concerned with water resources, drinking water quality (where this is 
overseen by other actors), environmental protection and standards regulation is not only 
necessary, but can be expected to become more important in view of intensifying resource 
scarcity. A promising development in the region is Yemen’s draft regulatory law, which proposes 
to formalise this relationship by appointing a ‘Regulator Coordination Committee’ formed of the 
water services regulator and other existing regulatory entities. 
 

3.2 Regulatory process 

In addition to a clear mandate and adequate resources, an organisation needs a set of priorities 
and principles to guide the way in which it conducts its business. However, left to their own 
devices, creating a vision and infusing the institutional shell with values is a challenge for new regulatory agencies, 
which often bring together new staff under a leadership that may be equally new to the concept. 
The Albanian water regulator, which was launched with a strong and well defined mandate, a 
high degree of independence and wide-ranging powers, nevertheless proved incapable of 
‘regulating’ in accordance with the spirit of the regulatory law. 
 

‘A Water Utility Regulator has been established in 1996. So far it is a rather weak performing 

entity. Its commission lacks qualification, ambition and a vision on what to strive for.’ 

Oelmann, 2009 (italics added)  
 
Recognising past failures, the agency’s new management has embraced the opportunities offered 
under a recently introduced GTZ support project, and is continuing to implement changes in 
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pursuit of its (also newly defined) mission. Planned activities for the current year emphasise 
ERRU’s desire to establish a transparent and accessible regulatory process. 
 
Values may be shaped by officials who have been transferred from their old government 
positions onto the regulatory boards, or regulatory staff who maintain close (and friendly) 
relationships with their former colleagues in the now commercialised public utilities. Neither is 
conducive to maintaining a high level of professional integrity within regulatory agencies. 
Interactions between operators and supervisors may traditionally be based on unchallenged 
hierarchies (as highlighted in Syria, for example), or, as noted in Algeria, government officials 
have difficulty grasping the significance of the newly emerging diverging motivations of 
contractual (rather than previous ‘consensual’) partners. 
 
A first challenge is therefore to fashion the regulatory process in a way that all stakeholders 
perceive as fair, accessible and open. Companies, for instance, have voiced concerns over 
regulation expanding to the point of interfering with their day-to-day affairs, regulators’ possible 
preoccupation with finding fault, or ‘regulation’ in fact being nothing other than a series of 
cumbersome and bureaucratic routine processes, sometimes described as an extensive 
application of ‘red tape’ by the responsible ministries (which might however be resolved more 
swiftly if personal interests prompted officials into action). In some instances, the 
commercialisation process has reportedly fallen victim to this kind of micro-management. In 
Lebanon, for example, ‘meticulous scrutiny’ of company business has been blamed for 
substantial administrative delays and lack of managerial freedom. More importantly perhaps, 
consumers, the intended beneficiaries of regulation, in principle, were rarely put at the centre of 
whatever was locally perceived as constituting ‘regulation’. 
 
A number of ‘best practice principles’ have been put forward based on international regulatory 
experience: 
 

 

Transparency of the regulatory process through effective and timely communication with 

stakeholders and their active involvement in decision-making can give regulators legitimacy 

and public support and gain the confidence of other actors in the sector. It also allows 

regulation to remain sensitive and responsive to stakeholders’ needs. 
 

The consistency principle demands that regulators apply and enforce rules in a consistent 

manner to heighten predictability and relieve uncertainties amongst the regulated industry.  
 

The proportionality principle demands that regulators should only intervene when necessary. 

They should consider the impact of regulatory interventions, both in terms of the risks of non-

compliance and costs of compliance. 
 

Finally, regulators should target their interventions, i.e. focus on the problem at hand and end 

results, allowing for flexibility in meeting clearly defined targets and systematically reviewing 

the effectiveness of specific regulations6. 
 

 
In place of a somewhat abstract discussion of how well the regulatory systems in the region 
perform with respect to these principles, the following sections seek to give an indication of how 
they are applied in the case study countries by discussing specific regulatory functions and the 
extent and quality to which they are currently being carried out. 
 

                                                 
6 Adapted from Baldwin and Cave (1999), Berg (2000), Better Regulation Task Force (2003) and others. 
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3.3 Performance monitoring and benchmarking 

3.3.1 Approaches to performance monitoring in the case study countries 

Reliable information is at the heart of effective water services regulation and a ‘basic ingredient’ 
of the regulatory process. There appears to be little need to stress this in the context of this 
study, as indicator-based performance monitoring has been introduced, with donor support, in almost all of the 
case study countries (table 5). A notable exception is Palestine, where reference to ‘annual 
performance improvement plans’ and ‘pre-agreed performance targets’ is made in the PWA tariff 
guideline, which however lacks official endorsement. As a result, monitoring and evaluation is 
based on perfunctory data made available by utilities that choose to comply with the requested 
data reporting. Again, there is a failure of strategic vision: without support, let alone drivers for 
performance improvement within PWA, the comparative performance reports prepared by the 
Tariff and Economics department in PWA’s Regulatory Directorate largely go ignored. 
 
In Algeria, where a move towards performance-based sector monitoring is actually being 
resisted, it will be a key challenge for the new regulation authority to define and apply a 
performance indicator (PI) system. In Syria, conversely, the responsible ministry is seeking to 
upgrade existing monitoring and reporting through a dedicated PI unit, primarily with the aim to 
promote performance indicators as an internal management tool for utilities, but also with a view 
to enhance in-house monitoring capacities in anticipation of its future role as the sector regulator 
and performance supervisor.  
 

Table 5: Performance monitoring arrangements in the case study countries 

 Performance monitoring* is/will be… 

 the legal duty of currently carried out by with assistance from 

Albania Ministry, Companies’ 

Supervisory Boards & 

ERRU 

Ministry World Bank 

Egypt EWRA HCWW/ EWRA EU 

Algeria MRE under preparation (by 

Regulatory Authority) 

GTZ 

Jordan WSAU/WRC WSAU EU 

Yemen -/NJRWSS Ministry GTZ 

Lebanon MEW/PEC Ministry GTZ 

Palestine PWA/MoLG/MoH (PWA) (GTZ) 

Syria SPC Ministry GTZ 

* water quality and effluent monitoring responsibilities may differ, see annexes for further 

information 

 
Almost all countries use a customised version of the IWA performance indicator manual, which has been 
slimmed down through consultative selection and adaptation to local requirements. In Jordan, 
for instance, a ‘rationing’ indicator was added, and ‘number of subscribers’ replaced ‘number of 
service connections’ due to the lack of data outside of the main cities. It is worth noting the 
smaller number of PIs being used in countries where the introduction of PI systems was centred 
on awareness raising and consensus building activities (cf. table 6).  
 
An interesting exercise was undertaken by the GTZ-initiated Performance Monitoring and 
Benchmarking Programme’ in Lebanon: PIs were chosen in consultation with ministry and utility 
staff, under guidance by an international expert, taking into account current and projected future 
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data availability and the ‘perceived importance’ of individual PIs as ranked by sector 
stakeholders. The resultant common ‘starter set’ is complemented with utility-specific 
supplementary PIs for internal performance monitoring derived from the strategic goals 
contained in the companies’ business plans. Though this particular approach may be open to 
criticism for lack of comprehensiveness or ‘technical reliability’(?), it provides a sound basis for 
building trust and confidence amongst all involved. By contrast, the Egyptian system, which is 
based on an ‘Annual Information Return’ requiring utilities to populate 23 data tables with 
detailed information was developed by UK management consultants (though in close 
consultation with EWRA staff). 
 

 Table 6: Performance monitoring systems and activities in the case study countries. 

 Number of PIs Reporting 

frequency* 

Notes 

Albania 59, incl. WW quarterly Launched 2004, but independently of regulation. 

Egypt 69, incl. WW annually Launched in 2009, based on internal PIs used by 

HCWW for subsidiaries. 

Algeria An attempt of the state secretary of MRE to define a working set of indicators to 

measure the progress in the sector failed because of dissension among the directors 

within MRE. In the context of (State) financial reform, sector performance being 

discussed by GTZ and MRE on the basis of IWA indicators.  

Jordan 11KPIs, 35 suppor-

ting PIs; WW about 

to be included 

annually Launched in 2005. Number of PIs reduced after 

three rounds of screening and trials, with the 

option to expand as and when necessary. 

Yemen 17 KPIs, incl. WW;  

11 benchmarks 

monthly Launched in 2004.  Covers 95% of the urban sector. 

Benchmarking introduced in 2006, but not (yet) 

officially sanctioned. 

Lebanon 11 (W only), plus 

company-specific 

supplemental PIs 

quarterly Launched in 2009 as a ‘starter set’ for all utilities 

and supplemental PIs for internal performance 

monitoring derived from the utilities’ strategic 

goals contained in business plans 

Palestine Utilities and water departments are asked to complete annual ‘water information 

questionnaires’ originally designed to provide the necessary information for tariff 

reviews. Data sheets do not contain enough detail, but might well serve as a starting 

point for future performance monitoring activities. Note that JWU (participated in IWA 

joint PI project) and a small number of GTZ-supported utilities are implementing 

internal performance monitoring and evaluation. 
Syria 11 W, 8 WW 

(optional)  

annually Launched in 2009, following rejection of the  

‘Procedural Manual for the Implementation of 

Performance Indicators in the Water Supply and 

Wastewater Sector of Syria’ developed by SPC and 

sector institutions, as well as various ad hoc donor-

supported activities, and pilot application in 3 

utilities.  
* Frequency of data submissions by utilities to monitoring body. 

3.3.2 Service standards, benchmarking and sector reporting 

Looking at the purpose of performance monitoring in the case study countries, it appears that 
there is ample room for strengthening the link between measured performance data and (minimum) 
performance and service standards demanded from providers. The Egyptian information system 
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stands out as the only one making explicit reference to levels of service from the outset. How 
this will affect the regulatory process in future remains to be seen. This is a particularly pertinent 
issue in Albania, where ERRU’s failure to define such standards was criticised for invalidating 
the effectiveness, objectivity and transparency of its financial decisions. Performance monitoring, 
carried out by a separate unit within the ministry, originally had the rather limited aim of 
‘promoting the implementation of appropriate and realistic policies and practices in the water 
supply and sewerage sector in Albania’ (Valu Add, 2005). 
 
It would appear that the majority of countries tend towards this initial use of performance 
monitoring, a situation that is understandable given the general lack of formal incentives or sanctions, 
economic or otherwise for good or bad operational performance and quality of service. The transition 
from ‘old-style bureaucracy’-type incentives (letters of appreciation or reprimand, threat of 
dismissal, or even the rather misconceived direct support/intervention) towards the adoption of 
strategic performance targets is occurring in a bottom up manner, either through formal 
performance contracts (e.g. in Jordan) or through inclusion in companies’ business plans – 
usually prompted by the ‘change management’ efforts of international agencies.  
 
Jordanian companies, whose contracts make reference to ‘general minimum service standards’, 
which do however not form part of the business planning/performance measurement 
procedure, currently exceed the agreed minimum standards by a wide margin. This is 
acknowledged as requiring urgent attention, with plans for introducing national minimum service 
standards and additional, customised (higher) standards for each company. In this context, it was pointed 
out that the extent international standards are applicable in Jordan remains open for debate. 
Another noteworthy development was revealed in Syria, where the Ministry of Finance 
announced plans to move towards performance-based budget allocation. It will be interesting to see if and 
how the pilot activities, expected to start in 2010, will be linked with the ongoing performance 
monitoring overseen by the aspiring sector regulator, the Ministry of Housing and Construction. 
 
There have been few and only tentative steps in the direction of benchmarking, which logically follows the 
accumulation and evaluation of performance data. In Albania, it consists of a comparative 
analysis of the utilities’ performance, whereby data are aggregated according to the size of the 
participating utilities and type of production systems, allowing little insight into the relative 
performance of individual providers. This approach perhaps reflects the limited authority of the 
Monitoring and Benchmarking Unit (MBU), which has no enforcement powers. A 
benchmarking process based on PI information system was initiated in Yemen to encourage 
competition, enable target setting and also to assist utilities with management and investment 
priorities. Despite engagement and support from the utilities, the agreed benchmarks were 
neither endorsed nor enforced by the ministry; benchmarking is now expected to become a 
future regulator’s task, with existing benchmarks to be revised in accordance with the current 
needs and strategic sector targets (which have been more regularly revised and enjoy even 
broader stakeholder agreement).  
 
Tentative steps towards public performance reporting are being made by the Albanian and Egyptian 
regulators in their annual reports. In Jordan and Yemen, the (more comprehensive) monitoring 
reports are primarily aimed at sector stakeholders rather than the general public. Virtually no 
reporting takes place in the other countries (table 7) – a missed opportunity to improve 
transparency and ‘external accountability’ (the commercialisation study preceding this survey 
having already remarked upon the dearth of mechanisms enabling public scrutiny of service 
provision outcomes), and raise stakeholder awareness as an incentive for providers to improve. 
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Table 7: Current and planned sector reporting arrangements in the case study countries.  

 Author Type / content Target audience 

Albania MBU 

 

 

 

ERRU 

Annual sector overview report (KPIs 

with limited comparisons & trend 

analysis, recommendations, planned 

next steps 

Annual ERRU report: new in 2010, incl. 

limited analysis of operator performance, 

regulatory activities  

Sector stakeholders 

 

 

 

Public (on website, 

distributed to donors, 

cooperating regulators) 

Egypt EWRA Annual EWRA report: since 2007/08, incl. 

general sector information, regulatory 

activities 

Future: Annual performance reporting based 

on PIs/Annual Information Return 

Interested public (on 

website) 

 

Public? 

Algeria - - - 

Jordan WSAU 

 

Future: WRC 

Annual monitoring reports (PIs & follow 

up on Monitoring Protocol) 

Sector (performance) report 

Companies, WAJ, EU 

representatives 

Public 

Yemen Ministry 

GoY & donor 

community 

 

Future: NJRWSS 

Performance report based on PI data 

Joint Annual Review of implementation 

of National Water Sector Strategy and 

Investment Plan 

Sector (performance) report 

Sector stakeholders 

Sector stakeholders 

 

 

Public 

Lebanon MWE / 

Oversight Dept. 

Performance report based on PI data 

from Water Establishments (quarterly) 

Minister / PEC (once 

established) 

Palestine - - - 

Syria - - - 

 

3.3.3 Challenges 

As shown in table 3 (p.14), all current and future regulators in theory have sufficient powers to 
request or access company data. In most instances, however, the quality and reliability of available 
information leaves much to be desired, and both regulators and companies require further training in 
data management. Early reporting cycles often showed that the definition of terms and methods of 
calculation required further work. A frequently encountered problem was the submission of poorly 
documented data. Inaccuracies reflect a lack of capacity and diligence in the maintenance of 
databases, slow uptake of new technology, poor quality assurance processes (e.g. IT staff 
overseeing the system have also taken on responsibilities for data entry and checking), the 
inherited practice of reporting ‘expected results’ rather than actual performance, or simply a 
failure on the part of utilities to recognise the importance of performance monitoring as a 
management tool in day-to-day operations.  
 
The ongoing process of adopting international financial reporting standards and introducing 
unified accounting systems is expected to enable a more reliable calculation of commercial 
indicators in Syria. The latter in general prove more problematic as utility staff may perceive an 
emphasis on collection efficiency or financial losses, for instance, as contradicting the spirit of the 
service ethos. The Egyptian approach of asking companies to assign confidence grades to all 
submitted data, though scientifically valid, is doubtful given the many and varied data problems, 
including the large uncertainties (in many countries) with respect to reference data, such as population 
figures, which may be essential or the computation of KPIs such a service coverage. Many 
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ongoing PI projects include training programmes for participating utilities and regulatory staff, 
and rely on donor and/or consultant support.   
 
Data validation presents an ongoing challenge for regulators. Efforts of the Albanian MBU and ERRU, 
which undertake site visits to water utilities where they may access any files and facilities, might 
constitute regional best practice. In Jordan, regular on-site spot checks (extending beyond the 
mere verification of data accuracy, as contract supervisors verify the implementation of agreed 
tasks, and compliance with various contractual requirements) are undertaken as envisaged by the 
monitoring protocol for Miyahuna water company. EWRA is planning to visit all companies 
during the first cycle of the Annual Information Return (AIR) in order to discuss difficulties the 
companies might be facing in completing the return; outsourcing of data verification is 
considered in future. A shortcoming of current performance monitoring is the lack of validation 
against independent surveys. There is no routine monitoring of customer expectations and 
satisfaction, and very little is known (or undertaken to find out) about non-utility providers, both 
discussed subsequently. 
 
Transparency and effectiveness of performance indicator systems are interrelated, and linked to 
the issue of trust: If a major objective of regulation is to facilitate performance improvements, 
trust should not be undermined by introducing performance monitoring as a means of 
‘identifying and punishing responsible individuals’, a comment made by a ministry source in one 
of the case studies (particularly counterproductive where it invites ‘cheating’). In other cases, 
quite the opposite was explicitly mentioned. Officials in Egypt, for instance, stressed their desire 
not to antagonise the regulated utilities, and according to the operational manual of the Albanian 
MBU, its staff members are expected to ‘act in a professional and collegial manner, and in a 
supportive and advisory role’.  
 

3.4 Regulatory approach to finance and business planning 

Customer protection, which so often is thought (and in some instances explicitly stated to be) 
the main objective of regulation, relies on service providers being able – or, in the context of 
economic regulation, enabled – to access adequate finance to meet their service obligations. In the 
interest of customers, the total revenue requirement must be reflective of the costs incurred by a 
reasonably efficient utility. Sustainable delivery of safe and reliable services, including any 
ancillary (e.g. environmental) benefits demanded by society, hinges on the providers’ ability to 
access guaranteed funding streams, i.e. a dependable combination of water tariffs, budgetary 
support and external funding. The allocation of this funding should equally encourage greater 
efficiency on the part of the company. The previous section gave an indication of how difficult it 
will be to establish a regionally valid concept of ‘reasonable efficiency’. What are equally necessary are 
realistic and clearly articulated service aspirations and legally protected entitlements. 
 
Tariff regulation is a central element of moving towards the essential requirement of achieving 
financial (self-) sustainability for the sector. The propensity of political stakeholders to intervene, 
interfere or completely retain control over tariff setting has been remarked upon before. Despite 
all proclamations of targeting full cost recovery, it may be safe to assume that introducing cost-
reflective tariffs will not be possible (perhaps even desirable, or desired?) in the case study 
countries, at least in the short to medium term. Another challenge for regulation is hence the efficient 
allocation of financial support derived from general taxation or overseas development assistance, 
particularly in view of the persisting fragmented responsibilities for investment planning and 
execution. 
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3.4.1 Tariff setting 

With few exceptions, there are no full cost-reflective tariffs being charged in any of the case 
study countries7. Water tariffs generally are not linked to consumer demand8 (often an unknown) 
and the economic cost of service provision (under investigation, at best, e.g. in Egypt). 
Wastewater tariffs are either low or non-existent. In many instances, informal financial assistance 
is provided, e.g. via water ministries settling outstanding electricity bills, as in Syria and Lebanon, 
or utilities missing bulk water payments in Palestine. It will be a challenge for regulation to make 
these ‘indirect subsidies’ transparent and, eventually, put a stop to them (or create a closer link to 
consumer contributions and/or transparent and regular budgetary support). 
 
Neither tariffs nor subsidies for O&M and/or investments are linked to actual service 
performance. Steps are being taken in Albania to remedy the situation, though it is worth noting 
that it took more than a decade for the problems to be recognised and addressed. Transparent 
tariff setting guidance exists in Albania, Palestine, Syria (via ministerial decision), and Yemen (via 
Cabinet resolution) and is being developed in Egypt. The future Yemeni water regulator would 
not only approve or reject tariff proposals, but also liase with MoF to analyse and be part of 
preparing the subsidy schemes that impact upon the service providers’ pricing policies. In Egypt, 
the mechanism for the distribution of subsidies (currently distributed to individual operators via 
the national holding company) and the linkage to the tariff setting process is not yet finalised. 
 
In Syria, a national ‘Unified Operation System’ provides scope for each utility’s Board of 
Directors to determine applicable tariffs, fees and charges. In practice, however, as the ministry 
seeks high-level political endorsement before approving tariff requests, all influence over water 
(service) pricing is removed from utilities, and a uniform tariff, which disregards the wide range 
of operating costs throughout the country, is applied. 
 
In Yemen, where financial viability has been cited as the over-riding tariff policy objective, tariffs 
are allowed to vary across the country to reflect local costs of service provision. At the same 
time, safeguards to protect the needs of the low-income population whilst improving the 
targeting of subsidies continue to be explored. As in Syria, tariffs are proposed by each utility, 
but the required approval by its Board of Directors (rather than that of the ministry) appears to 
be the bottleneck in price rises. Given the current stalemate in the sector, it will fall to the 
regulator to oversee compulsory tariff adjustments (in accordance with tariff guidelines to be 
developed by the interim unit). 
 
For reasons cited above, the Palestinian tariff guidelines have not been officially sanctioned since 
their preparation in 2003, meaning that the guidance is not yet applied in practice. Incidentally, 
under the present legal framework PWA’s regulatory powers in this respect conflict with 
responsibilities of local authorities, who are entitled to determine prices for the services 
provided, and are overseen by the Ministry of Local Government. These various implementation 
obstacles aside, the existing guidelines contain detailed guidance on the steps and procedures to 
be followed by PWA and utilities in implementing the envisaged annual tariff reviews, drawing 
on a standard tariff design model which has been tested by PWA in several municipalities since 
1998. The proposed tariff design strategy is intended to balance cost recovery (to be achieved in 
stages), social equity (preserving affordability for low-income consumers) and economic 
efficiency objectives. The tariff adjustment process would involve the review of a defined set of 
technical and financial performance data. One foreseeable problem, however, is the lack of 

                                                 
7 Approximately seven utilities in Yemen cover their full costs. 
8 That is, tariffs provide no useful incentives for demand management, which would be desirable in most of the case 
study countries, and is vital in some. 
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separation of water departments’ accounts from municipalities’ general budgets, which render 
accurate cost calculations near impossible. 
 
The Albanian tariff methodology was revised as recently as December 2009, for the first time 
introducing a link between performance measurement and tariffs. The cost-oriented tariff 
calculation methodology continues to apply, and in the absence of alternative incentives for 
utilities to improve their services is unlikely to act as an efficiency driver. Tariff adjustments, 
which previously should have occurred on an annual basis (but in practice some utilities did not 
use an ERRU-approved tariff at all – and some still don’t), are now allowed no more than once 
each year. Tariff applications must be accompanied by annual accounts, auditor’s reports, 
detailed reports regarding the technical and financial status of the utility, a statement of local 
government or supervisory boards’ opinion regarding the proposed tariff and an ‘Action Plan for 
improving performance indicators for the period during which the proposed tariffs will be 
applied’. ERRU envisages managing the tariff setting process through a database in the near 
future. Meanwhile, tariff design principles as well as the application and approval process are still 
under review, as the current guidelines still contain ambiguous statements such as ‘The revenues 
calculated based on the new tariff should not be too high compared with the expenses’, or ‘Tariff 
differences among consumer groups may not be very big and unjustified’. Consultation with 
stakeholders is planned for the near future, and data reporting mechanisms are being developed 
(with the aim of building on the work of the MBU, and extending it according to ERRU’s 
needs). 
 

3.4.2 Regulator’s role in planning and facilitating the financing of investments  

Given that the running down of asset serviceability is usually the biggest failing of unregulated 
service providers – not only in the region – the current approach to investment planning 
constitutes a critical regulatory gap. One hindrance is a short term (often annual) financial 
planning cycle. As the preceding discussion of current tariff setting practice implied, there is no 
or very little balanced consideration of capital maintenance and operating expenditure. Where 
dedicated regulators exist, they have very limited involvement, if any, in investment decisions. 
 
The problem of ambiguous or fragmented responsibilities, which the discussion has repeatedly 
touched upon, mostly affects the ‘top end’ of the scale of capital investments (i.e. new assets). 
Where investments are channelled through unregulated asset owners (e.g. WAJ in Jordan), line 
ministries, or government agencies in charge of network rehabilitation and/or large-scale 
infrastructure construction (e.g. NOPWASD in Egypt, CDR in Lebanon), ‘independent’ scrutiny 
is not guaranteed. Future regulatory arrangements may require clarification: in Yemen, for 
instance, the current practice of donor funding for capital investment projects being managed by 
the Ministry of Planning and International Cooperation could potentially interfere with effective 
regulation unless the future regulator is involved in the development and approval of capital 
investment programmes, enabling him to consider their implications for future operations costs.  
 
Noteworthy is also the absence of transparent, agreed criteria as a basis for investment discussions, 
particularly in the annual budgeting processes that are currently the norm in Syria, Yemen and 
Algeria, and to a lesser extent in Jordan and Lebanon. In Algeria, budget negotiations are 
dominated by new investments; operation, maintenance and rehabilitation are not considered. 
Budget allocation processes were further criticised for their rigidity: in Syria, for instance, 
companies reported having to ‘borrow’ from their investment budgets or material reserves to 
cover the costs of ongoing operations and maintenance in case of unexpected revenue shortfalls. 
Quite the opposite was observed in Albania, where access to central government subsidies as a 
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‘finance of last resort’ was found to act as a disincentive for utilities to improve their 
performance.  
 
The Government of Albania, in an effort to reduce the level of subsidies to zero (eventually and 
gradually), is seeking to introduce a performance-oriented approach to subsidy allocation. In the context of 
the complex arrangements at utility level (which are supposedly bound by performance 
agreements with their respective local authorities, which in turn are in receipt of certain parts of 
the subsidies), designing the exact mechanisms and integrating them into the regulatory process 
is a challenge. A similar development in Syria has already been mentioned (c.f. 2.2.3), though 
presently little is known about the planned performance-oriented budgeting process initiated by 
MoF. 
 
Business and asset management planning is a relatively new activity in the case study countries where 
computer-based information systems are only beginning to be introduced as management tools 
in some utilities: business plans are currently absent in Algeria, Syria (where legally required 
annual investment plans are used instead), Egypt (except for HCWW, which receives GTZ 
support), in most Palestinian water departments, and the non-commercialised Jordanian utilities; 
there is room for improvement of the existing business plans in Yemen. The generally donor-
driven and donor-financed approach to preparing the first generation of business plans has 
sometimes been criticised for its heavy reliance on consultants’ work (e.g. in Albania, where a 
standard model for five-year business plans and detailed guidelines for its application were 
developed, however with limited involvement of the regulator).  
 
Jordan is one example where strategic asset management and maintenance management plays an 
important role in the country’s IT Master Plan, and the business planning process can draw upon 
detailed initial asset condition and performance surveys undertaken by GTZ for the new utilities 
to be commercialised in 2010 and 2011. In many cases, missing asset inventories, in conjunction 
with limited knowledge about the service levels experienced by customers (seeing that 
performance monitoring is equally at an early stage in many places) preclude the assessment and 
forecasting of capital maintenance needs.  
 

3.5 Emerging regulatory issues 

3.5.1 Non-utility providers 

In the majority of the case study countries, alternative, mostly small-scale and private providers 
(APs) cater for unconnected households and complement municipal water supply as a result of 
intermittent service or during times of water scarcity. APs mostly operate in informal markets, 
even illegally (though tacitly tolerated in view of poor utility performance), with perfunctory 
quality regulation, if any, but serve large proportions of the population. 
 
Common regulatory risks associated with non-utility providers are – from the customer viewpoint – the 
high prices charged by private providers (though it is impossible to state with any certainty whether 
this is due to rent-seeking behaviour on the part of these providers or simply the fact that their 
prices reflect the economic cost of provision without more in-depth research), and in the 
absence of enforced quality controls, the potential public health risk. Utility managers have 
commented on the difficulty of ensuring water quality where household storage facilities, a 
widely used ‘coping mechanism’ in the region, may have become contaminated. 
 



 28 

The diversion of revenues into unregulated activities is another matter of concern: in Lebanon, for 
instance, private service providers’ combined income exceeds that of the public utilities. The 
apparently widespread preference for bottled water, despite its high cost compared to official 
water tariffs, might provide an argument for reviewing utilities’ pricing policies9. In view of the 
fragile water resources situation in the region, the environmental risks associated with private water 
markets (e.g. groundwater over-abstraction) should not be underestimated. However, the example 
from Gaza, where fewer than half of the existing small-scale desalination plants operate under 
licence and comply with water quality standards, and PWA lacks the capacity to monitor the 
distribution system involving hundreds of trucks and thousands of small tanks at retail outlets 
(World Bank, 2009), highlights the potential regulatory burden associated with APs.  
 
Formal quality regulation of privately operated tanker businesses was encountered in Syria and 
Jordan. In Syria, some rural areas are served through regional government-commissioned tanker 
services, which may be privately operated, but are licensed, with an identified tariff and water 
sources. In Jordan, monitoring responsibilities of MoH encompass all types of water providers, 
including the ubiquitous ‘water stores’ selling drums of drinking water. Tankers require a licence 
to operate and must be able to produce a valid water quality certificate upon request. In both 
cases, tankers are subject to random inspections and transgressions incur penalties and/or loss of 
licence. Verifying the effectiveness of these arrangements was beyond the scope of this study.  
 
In Jordan, despite WSAU’s otherwise high aspirations for comprehensive sector regulation (cf. 
annex E), there is no indication that private water tanker business will become an area of 
concern or interest for the future WRC. Instead, tankers are to remain subject only to the regulatory 
forces of supply and demand – regardless of the evidence in favour of regulatory intervention. In 
Lebanon, the trend follows this approach of assigning all regulatory (mainly water quality 
monitoring) responsibility for tanker services to the Ministry of Public Health.  
 
In Yemen, by contrast, the current role of the (local) private sector and its potential contribution to achieving sector 
targets is explicitly recognised, and efforts are being made to enhance knowledge about private agents. 
National criteria for ‘water coverage’ have been revised such that tanker supply is explicitly 
recognised as an acceptable means of water supply – provided it meets the stipulated safety, 
availability and affordability criteria and operates within the formal regulatory framework. 
Nevertheless, stakeholders take a realistic stance, acknowledging the likely capacity constraints 
that would preclude early inclusion of small service providers in the future NJRWSS’ scope of 
activities. The draft legislation therefore makes provision for exemptions from the general 
licensing requirement, and leaves room for adjustments to licence terms in accordance with the 
provider’s capabilities and public welfare requirements. Alternative ‘starting points for 
regulation’, e.g. a system of voluntary quality checks to improve consumer safety and confidence, 
are under consideration. Details of (existing) plans to capture alternative providers within the 
regulatory framework in Egypt were not known at the time of writing. 
 

3.5.2 Consumer involvement 

Governments in the region have adopted the rhetoric of ‘public participation’ to some extent, 
but efforts to engage with the general public are making slow progress. In most cases, capacity 
development activities at the utility level are used as an entry point for enhancing consumer-
orientation in the sector. Regulators’ interactions with consumers, if any, are currently limited to complaints 
handling; dedicated departments exist in Egypt, Albania, and Palestine, though complaints are not 
necessarily addressed in any systematic way. EWRA’s readiness to take action reportedly has 

                                                 
9 As long as any change in prices is reflected in improved performance, of course. 
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raised its profile such that it has become a first port of call for a number of complaints that may 
not actually be related to its core (economic) activities. Prompted by customer complaints and 
media reports, the regulator has taken on water quality monitoring responsibilities, and now 
operates a parallel monitoring programme alongside the Ministry of Health.  
 
There are, however, plans to strengthen consumer involvement in the regulatory process. Greater 
transparency in price setting through stakeholder consultations is envisaged in Jordan, though 
procedures are yet to be developed. Planned next steps in Egypt include developing a 
comprehensive communication strategy, streamlining activities related to auditing customer 
complaints received by the utilities and resolving (direct) complaints as well as monitoring 
customer satisfaction through independent surveys.  
 
Formal customer representation is envisaged in Albania, Jordan and Yemen. Regional water consumer 
councils (initially linked to ERRU) are under consideration in Albania. The Jordanian WRC is 
expected to encourage the establishment of a Consumer Council, but will refrain from any 
involvement in its workings. Draft legislation in Yemen envisaged the regulator operating a 
‘customer service “window”’ for direct interactions with customers to identify needs and 
monitor satisfaction levels as well as dealing with unresolved complaints. Appropriate customer 
interaction strategies would be developed in consultation with existing District Service 
Committees, with a view to establish customer service committees. In addition, it is suggested 
that the regulator should seek to gauge customer opinion by means of holding local ad hoc 
meetings, focus groups, conducting independent surveys etc.  
 
Most countries have yet to develop a culture of participative consultation. Consumer 
involvement is driven by a shift in water management approaches (e.g. a greater emphasis on 
reducing demand), rather than a desire to gauge customers’ opinions, and therefore limited to one-
way communication (information and education campaigns). Civil society organisations are not as 
prolific and active as in other parts of the world, and consumers tend to rely on personal 
contacts when seeking to resolve problems or to make complaints. It was noted that proactive 
engagement is also hampered by a lack of trust in institutions: Syrian water company directors 
remarked upon the ‘lack of mutual trust between the water establishments and the citizens’, 
noting that there was no well-established ‘culture of credibility’. The same was said for Albanian 
(government) institutions, which reportedly have yet to earn the trust of citizens-customers.  
 
Again, a look at developments in Jordan may provide some encouragement that attitudes may 
change over time: In 2004, the quasi-regulator PMU already supported the idea of regular 
customer satisfaction surveys. Their government counterparts, however, viewed the results of 
routine monitoring via surveys, focus group discussions and exit polls at customer service 
centres, commissioned by the private company providing services in Amman, with suspicion. 
Even PMU officials thought then that cultural (consumer) attitudes, low trust in government 
institutions and the fact that guaranteed minimum service levels had yet to be reached would 
preclude formal customer representation, as this would only create ‘large complaints forums’. 
Five years on, formal customer engagement is on the agenda as part of the new regulatory 
arrangements.  
 

3.5.3 Poverty orientation 

Assessing the pro-poor merits of the countries’ respective regulatory frameworks was not an 
explicit aim of this study. However, it would appear that protecting low-income consumers –
possibly more from the risks of political short-sightedness than from ‘abuse of monopoly power’ 
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– is high on the regulatory agenda. Below are just some examples to demonstrate that it would 
be advisable to review the current (rather narrow) approaches. 
 
Stakeholders across the region stressed the need to preserve affordability of water tariffs for the poor and, 
with lesser emphasis, aims to extend networked services (the culturally accepted norm) into un-
served areas. The majority of the price regulators in this study seek to ensure the former via low 
tariffs. Academic criticisms of the favoured progressive tariffs (concerning poor targeting) aside, 
decisions regarding the size and level of social tariffs or ‘lifelines’ have usually been made without 
reference to a thorough and systematic investigation of distributional aspects. Where studies 
have been undertaken (often in the context of poverty impact assessments), these found scope 
for raising public water tariffs without compromising affordability.  
 
In addition, vulnerable customers are more likely to rely on services that do not fall within the formal regulatory 
framework, and have less social influence to make demands for better public services. Anecdotal 
evidence suggests that ‘pockets of poverty’, such as refugee camps, informal settlements or 
isolated communities, are prime markets for alternative providers, which in the absence of 
regulation (or enforcement) constitute a high consumer risk, as discussed above. Also, even 
where connection rates are reportedly high, intermittent and/or poor quality service is common, 
and the poor are less able to afford expensive coping mechanisms (such as storage tanks, bottled 
drinking water).  
 
There have been few attempts to reconcile concurrent demands for cost recovery and affordable ‘social’ tariffs 
and/or pro-poor service extensions through targeted and sustainable subsidy programmes. Proposals to ease the 
transition towards more business-like, regulated service provision with complementary policy 
initiatives were rejected in Syria: MHC opposed a suggested trial application of full cost recovery 
in combination with direct subsidies for poor families, an exercise which had found support with 
the Ministry of Social Affairs. In Egypt, there are rumours to introduce a fund for service 
provision to poor and deprived areas, administered by the regulator. Exact details are not known, 
but there are concerns over EWRA becoming a ‘quasi-operator’ through possible involvement in 
infrastructure projects. 
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4 DISCUSSION POINTS 

4.1 Critical regulatory challenges in the region 

• There is no clear-cut, shared understanding of the concept and objectives of regulation amongst the 
various sector stakeholders, and interpretations differ even within the working group. 
Misconceptions (and to a certain extent, apprehensions, even resistance) persist at utility 
level, where regulation is not fully understood or appreciated. There are few efforts to 
disseminate or debate the idea widely, least of all amongst consumers, the ‘ultimate 
beneficiaries’ of regulation. 

 

• The application of the most widely promoted model of ‘regulation by agency’ may be limited in the 
regional context, where the current regulatory process is dominated by informal constraints 
(traditions, norms, expectations, loyalties), and nominally autonomous regulators can be 
expected to be denied critical regulatory tasks (such as tariff setting). Particularly in the 
absence of tangible objectives and clear mandates, the regulatory process is shaped by 
stakeholder attitudes and the socio-political context. It might then be more productive to 
consider a version of regulation that produces a ‘better fit’ with institutional endowments – perhaps a more 
‘consensual’/advisory, yet transparent approach which focuses on cultivating an 
understanding of the necessary trade-off between the combination of tariff + taxes (+ donor 
dependence?) and possible service outcomes, to enable the actual decision-makers select a 
preferred option on the basis of sound analysis. 

 

• So long as no unambiguous strategic/policy guidance for sector development exists – and to 
a lesser extent even once priorities have been agreed – regulation will contain some element 
of political negotiation. Regulatory credibility then hinges less on agency design than on 
process aspects of regulatory governance, including leadership, not least the extent to which 
individual personalities, i.e. current or aspiring regulators, are able to influence organisational 
development and insist upon building a distinct regulatory culture that centres around transparency and 
accessible, open debate, and the extent to which they can secure support and cooperation of key 
stakeholders). It is worth questioning how much the design of regulatory principles and 
processes reflects consultation with local stakeholders (and which!), accessing local 
knowledge and wide range of local perspectives, relative to the often decisive ‘foreign’ 
influences of donors and consultants (which rarely come without ‘ideological baggage’, and 
sometimes pursue their own agenda). It is not contrary to ‘good regulatory governance’ that 
regulators develop organisational values that are reflected back into the policy discourse – 
though it is advisable that the general division of policy-making, regulation and operation 
functions should be respected. 

 

• Regarding good governance and the ‘best practice principles’ mentioned in section 3.2, it 
might be helpful to remember that ‘we audit, and we regulate, when we cease to trust’ 
(Moran, 2000). The question to be asked is then ‘What do, could or should the new 
generation of regulators do to become appreciated, accepted and trusted by stakeholders in 
their new roles, given that their predecessors apparently failed to achieve the objectives of 
regulation’? One somewhat neglected aspect of transparency, that is enabling consumers as 
the third key stakeholder group to participate in the regulatory process, would be a key 
challenge. Much the same as at the utility level, customer orientation and participation is 
somewhat of a novelty in the sector; regulation could become more demand-responsive, and 
thereby foster demand-responsiveness within the sector overall. There remains ample scope for 
taking advantage of proactive customer engagement (in terms of two-way interactions) to improve the 
quality and legitimacy of regulatory decision-making. With respect to consistency and 
proportionality, regulation (where it does not resemble more of a series of bureaucratic 
checks anyhow) must refrain from ad hoc involvement in utilities’ and other regulators’ business and 
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concentrate on priority issues (which may yet have to be identified). For those countries still 
at the ‘design stage’, it will be particularly important to avoid an overly rigid regulatory framework 
that would choke flexible adjustment in line with changing requirements. The same applies to standards 
and targets, where a balance needs to be found that allows enough flexibility to respond to 
changing needs and preferences without giving the impression that ‘goalposts’ can be moved 
arbitrarily.   

 

• Capacity development is another priority, seeing that compared with the excellent technical 
expertise that exists in the region’s water sector complementary economic expertise is less 
readily available (and apparently even more difficult to retain). This applies to the new 
regulators as much as to the newly commercialised utilities, which in many cases are not yet 
ready to absorb and attend to the requirements of the more sophisticated regulatory 
approach that is beginning to be introduced. 

 

• Regarding customer protection, the proclaimed overriding objective of regulation, the crucial 
importance of ensuring adequate revenue streams for providers needs to be recognised. Here 
the absence of cost-reflective tariffs and/or a transparent subsidy allocation process, as well as the neglect of 
asset serviceability aspects are of concern. Part of the regulatory challenge is to confront the 
narrow and misguided conceptual understanding of consumer protection; the way regulation 
works for or on behalf of consumers/society (i.e. primarily through ensuring financeability) 
may appear counterintuitive to some whose main concern is to ‘protect’ customers from high 
and allegedly unaffordable service charges. Regulators must seek to provide more 
transparency (if not influence) the flow of direct State subsidies and de facto subsidies (indirect 
payments). 

 

• The gap between (low) tariffs (which incidentally send the wrong signals to service users) and the 
financial requirements arising from historic under-investment, high population growth rates 
(requiring network upgrade and extensions), increasingly expensive resources (exacerbated by 
scarcity, pollution, climate change etc) and an emergent emphasis on sustainable 
development in terms of environmental considerations is ever widening. Of particular 
relevance with respect to the latter are wastewater collection and treatment, for which 
customer presently pay only a fraction of the cost, if any.  

 

• Asset management and -financing needs to be prioritised from a regulatory perspective. Defining a 
suitable approach to assessing capital maintenance (renewal, repair and replacement) 
requirements, facilitating a shift from the current ad hoc corrective maintenance approach 
towards meaningful long-term planning is critical to enhance service, ensure system reliability 
and sustainability and avoid escalation and/or intergenerational transfer of costs as the value 
stored in inherited infrastructure is being ‘used up’. 

 

• Cooperation with other sector regulators (notably resource, environmental and potentially energy 
regulators; electricity being a high opex element of water services which contributes to the 
‘carbon footprint’ of the industry) will become increasingly necessary due to intensifying 
conflicts of interests and sectoral interdependencies to ensure security of supply. 

 

• From the point of view of the consumer, redress mechanisms are currently nonexistent or 
ineffective, and ‘higher risk’ coping mechanisms are unregulated – and will remain so either 
indefinitely or at least in the medium term. Whilst the former are being addressed, the almost 
exclusive (initial) focus of formal regulation on commercialised service providers is neglecting 
some of the most vulnerable households who rely on alternative modes of service provision.  
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4.2 Opportunities for cooperation and recommendations for further study 

Examples of regional best practice (or promising approaches) have been highlighted and 
described in the discussion (section 3), and may provide a useful starting point for sharing 
resources and transferring lessons learnt. As the survey was being conducted, many regulatory 
tools and procedures were still under development, beginning to be piloted/introduced or 
indeed found to require some redesign. 
 
Seeing that many of the challenges identified above are closely connected with the regulated 
industry, regional cooperation (possibly making use of the ACWUA network) might focus on 
 

• Education, exposure and training activities to build a national/regional consensus regarding 
regulatory objectives, priorities and strategies, possibly through an ACWUA regional event 
on regulation involving key decision-makers 

 

• Exchanges regarding the performance monitoring and benchmarking approaches currently 
in use or planned, improving data management, clarifying terms and computation methods 
for indicators and parameters, streamlining national data collection systems 

 

• Establishing asset inventories and/or improving asset management at utility level, including 
the necessary IT systems 

 

• Continuing strong integration between capacity development at utility level and ‘on the job 
training’ of (future) regulators, especially seeing that GTZ is active in supporting change 
management processes in all of the countries (which by themselves have often produced 
more immediate results than any efforts to regulate the entire sector) 

 

• Developing communication and customer engagement strategies that suit the cultural/ 
socio-political context (coinciding with a general shift towards demand management and 
efforts to strengthen customer-oriented utility management) which would allow gauging 
popular sentiment (for the first time?!) and could address the counterproductive recipient-
beneficiary culture prevalent amongst consumers  

 
A non-exhaustive list of other potential areas of cooperation (at the level of regulators) is given 
below. It might be interesting to widen regional exchange to include other utility regulators, as 
more local experience with autonomous regulation is available in other sectors.    
 
• Developing model business plans and linking strategic goals contained therein to national 

sector strategies: how can regulation require and facilitate the development/customisation of 
long-term strategic business plans that are based on reasonable assumptions regarding future 
development of water resources and environmental expectations/requirements (which may 
well become translated into legal standards)?  

 

• Improving tariff setting methodologies: which tariff models would produce a good fit with 
the region’s strongly held values, yet send the ‘right’ economic signals? How to achieve a 
more (economically) reasonable approach to charging for wastewater services? 

 

• Encouraging long-term planning: how should regulators approach the subject of asset 
management/capital maintenance planning and forecasting expenditure, especially where 
there are overlapping/unclear organisational responsibilities – noting that historical data are 
difficult to obtain or inaccurate, and established regulatory regimes are shifting towards a 
forward-looking risk-based approach to asset performance and serviceability? 
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• Linking regulatory performance indicator systems with the performance-based subsidy 
allocation which are beginning to be introduced (or should be, given governments’ desire to 
scale down or phase out budgetary support) 

 

• Developing minimum service standards and criteria for capital investment programmes 
 

• Fine-tuning data validation strategies and finding complementary mechanisms (to existing 
utility performance monitoring) to collect the pre-requisite information to determine a 
desirable and affordable level of service 

 

• Including non-utility providers in the regulatory framework – deciding when and how, and 
studying current approaches (mainly to quality regulation) in more detail. 
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ANNEX A – SYRIA CASE STUDY 
 
 
 
This case study is based on information provided by GTZ Syria (Jochen Rudolph,  Nina 
Barmeier, Rafiq Diab, Ferdinand Arslanian, Ahmad Alkasir), interviews with key informants 
during a field visit from 9.–13.08.2009 (see end of report for interviewees’ details), as well as a 
review of the documentation made available by GTZ. 
 
 
 
 
 
 
 
 
 
 
 
Abbreviations 

DIWRM  Directorate of Integrated Water Resource Management  
ERP  Executive Reform Programme 
FYP   Five-Year Plan 
MHC   Ministry of Housing and Construction 
MLA  Ministry of Local Administration  
MoF   Ministry of Finance 
MoH   Ministry of Health  
MoI   Ministry of Irrigation 
PI  Performance Indicator 
PM   Prime Ministry 
PSC  Public Sanitation Company  
SASMO  Syrian Arab Standards and Metrology Organisation 
SMEA  State Ministry of Environmental Affairs 
SPC   State Planning Commission 
UOS   Unified Operation System  
WE   Public Establishment for Drinking Water and Sanitation  
 
 
 
 
 
 
 
 

 

Exchange rate 

€1 = 65 SYP (September 2009) 
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1. Sector overview 

1.1. Context 

The Syrian water sector, having recently been prioritised as critical for national development by 
the government, is embarking on a comprehensive transformation process. This transition 
reflects the country’s changing economic orientation from a socialist, centrally planned economy 
towards a social market economy. Amidst growing pressure on scarce resources, regulation is 
being considered as a means to modernise and increase the efficiency of water and wastewater 
services and to attract private capital for much needed investments, particularly in wastewater 
treatment. 
 

1.2. Institutional set-up of the water sector  

Figure A.1 (below) provides a simplified illustration of how functions and responsibilities are 
shared between key stakeholders within the Syrian water services sub-sector. 
 
The Ministry of Housing and Construction (MHC) is in charge of developing and implementing 
drinking water, drainage and wastewater programmes, including applicable policy and legislation 
and investment planning. All budget decisions, however, are the remit of the Ministry of Finance 
(MoF), which acts as the guardian and supervisor of all public expenditure and revenue. MHC 
performs its service provision duties via 13 Public Drinking Water and Sanitation Establishments 
(WEs) and affiliated Public Sanitation Companies (PSCs). Although wastewater collection and 
treatment is formally the responsibility of MHC and the WEs, the majority of secondary sewer 
networks are still operated under the responsibility of Municipalities, whose activities are 
overseen by the Ministry of Local Administration (MLA). 
 
The allocation of water for drinking purposes is subject to approval by the Ministry of Irrigation 
(MoI) as the custodian of Syria’s water resources. Any (restricted) applications of sewage effluent 
as irrigation water also fall within the remit of MoI, as does the responsibility for monitoring 
ground, surface and coastal waters. The Ministry of Health (MoH) is involved in drinking water 
quality monitoring on an ad hoc basis. The State Ministry of Environmental Affairs (SMEA) is 
responsible for issuing environmental policy and regulations. Standard setting is the 
responsibility of the Ministry of Industry. 
 
Another key actor is the State Planning Commission (SPC), which guides the preparation and 
implementation of the country’s Five Year Plan (FYP) in accordance with the overall sector 
policy as determined by political leaders. Within SPC, the Directorate of Integrated Water 
Resource Management (DIWRM) is responsible for monitoring selected key indicators and the 
implementation of investments relating to the FYP. In addition, SPC represents the Syrian 
Government in the negotiation of development assistance and donor funding for investment 
projects. 
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Figure A.1: Organisational set-up of the Syrian water sector 

 
1.3. Formal water service providers 

1.3.1. Administrative arrangements 

Thirteen public Establishments are responsible for the provision of drinking water and 
wastewater throughout the country in accordance with the Law of the Establishments and Public 
Companies N° 2 of 2005 and the detailed responsibilities set out in Decree N° 14 of 1984, which 
created the WEs in their present form. Service areas are defined according to administrative 
boundaries. With the exception of the Public Water Supply and Sanitation Establishment in 
Damascus (PWSSE-Damascus), which was created following the recent merger with the 
previously independent Rural Damascus WE (serving the rural areas surrounding Damascus), 
each WE serves one Governorate. There are unconfirmed Ministry figures for 2007 reporting 
92% of the population as connected to the public water supply, without further qualification of 
service levels or quality (GTZ, 2009). 
 
The law further provides for the creation of Public Sanitation Companies as separate and 
autonomous entities, which operate existing treatment plants and main sewer trunk lines but are 
not (yet) responsible for operation and maintenance of secondary sewer networks. Ten such 
companies officially exist, reporting to and receiving their operational budgets through the 
respective Public Establishments. A 2009 baseline survey quotes 53% of the population as 
having access to sewers, with noticeable regional disparities (GTZ, 2009). There are no reliable 
figures on the percentage of collected wastewater receiving treatment; estimates range from one 
third to half of the collected wastewater10. On-site sanitation solutions are commonly used in 
rural areas. 
 

                                                 
10 Note that these estimates are more conservative than the ‘results’ published by SPC, which form the basis of the 
targets set in the FYP. 
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WEs nominally enjoy financial and administrative autonomy as asset owners and operators, 
though in practice remain financially dependent on MoF through an intricate allocation process 
for investment and recurrent (operational) budgets. Some large-scale investment projects are 
currently being handled by MHC, a situation that is described as problematic due to a lack of 
integration into WEs’ plans and investment budgets. 
 
Within the confines of the Fundamental Law for State Workers (civil servants) and other 
applicable legislation at the municipal level, staff recruitment can be a lengthy process, requiring 
approval at the highest level (PM). Albeit the water sector scores high on number of employees, 
there is a shortage of staff trained in crucial areas such as modern management and economics. 
Public sector rules do not allow for flexible payments and current salary levels are not conducive 
towards attracting necessary skills. 
 

1.3.2. Performance 

WEs vary in size, the largest being PEWSS-Damascus with more than 800,000 water 
connections, the smallest, Quneitra, serving just 32,000 subscribers. Water supply is generally 
intermittent. The number of sewerage connections could not be verified. Selected available 
annual performance indicators for 2008 are listed in table A.1 below. 

Table A.1: Selected 2008 performance indicators for Aleppo, Damascus and Homs WEs (Data from July 2009 
performance indicator report, German-Syrian Technical Cooperation (2009)) 

Performance indicators 

(2008, cities only except Aleppo; water only) 
Aleppo Damascus Homs 

Number of connections - 410,000 307,000 

Unit operational cost 9.6 SYP/m3 7.13 SYP/m3 11.95 SYP/m3 

Cost recovery (O&M, excl. depreciation & interest) 83.46% 77.70% - 

Collection efficiency 46.66% 49.34% - 

Non-revenue water 35.82% 51.82% 38.60% 

Staff per 1,000 connections 40.8 4.57 6.8 

Complaints per 1,000 customers 6.62% 23.43 3.3 

 
Table A.2 illustrates the unreliability of available figures for cost recovery (c.f. section 5.5). 
According to Ministry sources, the WEs’ combined budget deficit currently amounts to SYP 
3.5bn (€54m); individually deficits ranged from 10 - 80% in 2003 (German-Syrian Water 
Cooperation, 2007).  

Table A.2: Cost recovery figures for Aleppo and Rural Damascus WEs (Data sources: MHC figures as quoted in 
Hydratech, 2006, Appendix 3.4 and same consultants’ independently calculated figures) 

 Aleppo Rural Damascus 

MHC figures 101% 90% Cost recovery 

(O&M, incl. 

depreciation, 

2004) 

independent 

calculations 

76% (water) 

54% (wastewater) 

30% (water) 

35% (wastewater) 

 
1.3.3. Tariffs 

Tariffs, fees and charges are determined in accordance with the ‘Unified Operation System for 
Drinking Water and Wastewater Establishments’11 (UOS), issued as Minister of Housing and 
Construction Decision N° 528 of 2005. Table A.3 outlines the volumetric tariff system currently 

                                                 
11 The UOS is also known as the ‘Unified Investment System’, a translation which can cause some confusion as the 
UOS does not relate to investment decisions, but rather details charges such as connection fees, penalties etc. 
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applied nationwide, which takes the form of a progressive ‘block system’: all consumption is 
charged according to the applicable rate for the total monthly consumption.  
 
The UOS also provides for a monthly fixed component of approximately SYP 20 for water, in 
addition to more recent wastewater connection fees (SYP 240 annually for domestic subscribers); 
both of which are gradually being introduced in various WEs. The wastewater tariff, invoiced by 
the WEs on behalf of PSCs, is a percentage surcharge on water bills. 
  

Table A.3: Water and wastewater tariff as of 1 January 2008 

Customer category 
Monthly consumption 

(m3/month) 

Water tariff  

(SYP/ m3) 

Wastewater tariff 

(% of water bill) 

1st category 0 – 15 m3 2.5 (€0.04) 5% 

2nd category 16 – 25 m3 7 (€0.11) 10% 

3rd category 26 – 40 m3 15 (€0.23) 15% 

4th category 41 – 60 m3 22 (€0.34) 20% 

Residential 

5th category 61 m3 and above 30 (€0.46) 20% 

Governmental any 14 (€0.22) 55% 

Commercial, industrial, tourism any 30 (€0.46) 40% 

 
WEs supply water free of charge to a small number of water fountains (some being paid by their 
sponsors), and religious institutions; together, on average, they account for 12% of all 
subscribers. In some cities, old agreements authorising a certain free consumption by a number 
of subscribers remain in place but will be disappearing within one to two generations as the 
agreements relate to individuals and not their properties. In 2007, the average tariff (total 
revenue/total billed volume) was 10.6 SYP/m3 (GTZ, 2009). 
 

1.4. Alternative service provision 

In certain rural areas without well-established services, the Governorates’ Technical Services 
Directorates provide complementary tanker services to the population. These services may be 
privately operated, but are licensed, with an identified tariff and water sources, and are subject to 
random monitoring by the local authorities. Transgressions are subject to penalties and loss of 
licence. In some areas (e.g. Homs Rural), tanker water is distributed free of charge to the 
unconnected 5% at the Governorate’s expense. 
 
There is anecdotal evidence that small-scale private tanker businesses supply water at highly 
inflated prices (reportedly up to 100 times more expensive than the lowest official tariff, 
(German-Syrian Water Cooperation, 2007). It is thought that vendors are common in Syria’s 121 
informal settlement areas, but they are known to supply businesses such as hotels and restaurants 
in urban centres to bridge the gaps left by intermittent network services. These activities are 
strictly illegal, though tolerated at WE level. 
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

Legal reform to date has been mostly confined to water resource management issues. The 2005 
Water Law (N° 31) makes only tangential reference to water services, such as introducing tough 
penalties for water theft from public networks. At the same time, the law introduces new 
ambiguities regarding roles and functions. For instance, it stipulates that operation and 
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maintenance of water sources and networks must observe ‘the instructions issued by the Ministry 
[MoI] or the competent ministry [MHC]’ (ch.5 Art.21). 
 
However, the current (tenth) FYP (2006 – 2010) identifies centralised decision-making, poor 
coordination between authorities and duplication of regulatory/administrative functions, as well 
as budget deficits and insufficient participatory planning, amongst others, as challenges facing 
the water and sanitation sector. 
 
The current FYP sets the direction for decentralisation and greater managerial autonomy at the 
service provider level, mainly in terms of financial and human resource management. The 
envisaged sector modernisation also includes creating a framework for private sector 
participation in service provision, although the exact nature of cooperation with the private 
sector is not elaborated upon. Private sector participation for now concentrates on wastewater 
treatment plants. There are plans to extend subcontracting of billing, collection and metering 
services, for which new guidelines are being developed12. 
 
The plan makes no clear provisions for institutional restructuring, but it is generally understood 
that in the initial stages the role of MHC would change towards that of a main player in the 
sector policies, as well as becoming a sector supervisor and regulator, with direct responsibility 
for service provision delegated to independently managed WEs and the private sector being 
invited to participate and invest in the sector. This change is actively promoted by GTZ. It is 
now the stated intention of the MHC to design a suitable framework and strengthen internal 
capacities to develop its regulatory functions. These are expected to encompass indicator-based 
performance monitoring, a relatively new activity currently supported by GTZ. 
 
These ongoing activities form part of the Ministry’s Executive Reform Programme (ERP), which 
seeks to introduce reform measures in conventional project format for ease of implementation 
and monitoring. Forthcoming initiatives include financial sector modelling in partnership with 
MoF to enable monitoring of cost recovery and to create a corporatisation environment in WEs, 
as well as measures to strengthen the autonomy of WEs which centre on internal control and 
inspection, public information systems and professional networking. 
 

2.2. Policy objectives  

The FYP sets out government plans and outlines strategic objectives for the water and sanitation 
sector. Whilst the 10th Plan specifies targets for recovering the cost of operations and 
maintenance, it stresses the not-for-profit nature of the sector and its commitment to social 
protection, emphasising the need to manage the sector in a way which ‘preserv[es] everyone’s 
‘right to safe drinking water and treated wastewater’. 
 
Strategic objectives relevant to this study include the following:  

• Introducing rights-based planning for the provision of drinking water supply and sewage 
treatment and encouraging user contribution to investment projects, 

• Shifting towards demand management strategies via a combination of technology, awareness 
raising programmes and economic incentives, 

• Supporting WEs in achieving a reduction in administrative water losses, 
• Focusing on service quality performance through consumer feedback mechanisms, 

                                                 
12 The introduction of a new framework for PSP focusing on the government priority sectors such as energy, 
transport and housing was expected to be introduced in 2009. 
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• Determining the actual cost of operations and maintenance (O&M) with the aim to develop 
‘mechanisms to recover these costs gradually taking into consideration mutual financial 
support between all social categories on the level of a single Governorate’, 

• Empowering WEs to achieve the anticipated efficiency gains through institutional changes, 
as well as better training and staff incentives. 

 
2.3. Progress at water utility level 

Despite all (planned) management changes, in interviews, some service providers expressed 
dissatisfaction with their current level of ‘autonomy’. Problems cited related to legally determined 
(and allegedly rigid) administrative procedures, such as approval of fixed asset acquisition and 
staff incentives; yet there were also calls for more detailed guidance on other procedural matters. 
In some places, there remains an unsatisfied demand for training and upgrading of working 
infrastructure, especially IT systems13. 
 
There is a strong public service ethos within WEs, influenced by the political and cultural 
perception of water as a State service rather than an economic activity. Directors showed 
commercial awareness, but again are restricted by the rigid budget allocation process. If revenues 
fall short of expectations due to unforeseen circumstances, WEs find themselves obliged to 
borrow from their investment budgets or material reserves to cover the costs of ongoing 
operations and maintenance.  
 
Although critical of the uniform tariff, which disregards the wide range of operating costs 
throughout the country, directors conceded that a significant obstacle to the introduction of 
cost-reflective tariffs is the absence of a social protection system for vulnerable customers. 
Interestingly, in the early draft of the ERP the MHC opposed a suggested trial application of full 
cost recovery in combination with direct subsidies for poor families, an exercise which had 
found support with the Ministry of Labour and Social Affairs.  
 
Consumer-orientation is finding its way into the organisational culture as WEs are seeking to 
influence consumer behaviour through various educational activities. However, there are no 
formalised procedures for complaints-handling or other interactions with customers. Directors 
remarked upon the ‘lack of mutual trust between the WEs and the citizens’, noting that there 
was no well-established ‘culture of credibility’.

                                                 
13 Note that only a small selection of WEs could be visited within the framework of this study, and there was no 
opportunity to verify these claims. 
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3. Regulatory framework at a glance
 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set standards 

& guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, 

approve, 

review 

tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament                             

Cabinet/Prime Ministry                             

Housing & Construction decree                         

Finance                            

Irrigation                            

Health                            

Environment                            

Ministry 

Industry                

Regulatory agency - N/A                             

Other government agencies     (a) (b)            (c)       

Regional government (Governorate)                             

Local government                             

Public utilities                            

Major private enterprise                             

Private contractors                             

Micro-enterprise (vendors)                               

NGOs/ civil society groups                             

Customers                             

Courts                             

 

Key: Level of responsibility/involvement  

legally responsible   

actively involved   

responsible and carrying out functions   

political/professional interest   

emerging activity   
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4. Regulatory design 

4.1. Responsible institutions 

Under the present arrangements, regulatory functions – in as far as they have been defined – are 
being shared by a wide range of government agents. Legal mandates with respect to regulatory 
functions are not well defined, and in any case are overshadowed by strong political interests and 
centralised power.  
 
Arguably MHC and MoF could be described as key institutions, neither of which possessing the 
conventional set of powers to be described as a ‘regulator’ in the sense of a ‘regulation by agency’ 
model. Ministries formally report to the SPC on a quarterly basis, from where reporting lines 
extend into the upper echelons of the political hierarchy. Several political stakeholders hold 
(formal and informal) veto powers concerning critical regulatory decisions.  
 
Given that there is no dedicated regulatory unit (in the widest sense) within either Ministry, the 
functions of the Ministries are not reiterated here. Likewise, internal organisation, personnel and 
funding arrangements were not investigated in more detail for the same reason. In the context of 
MHC being considered as a future sector regulator, it was noted, that the prevalence of 
technical/engineering staff within MHC has a significant negative impact on internal capacity to 
link commercial functions and their social implications of the sector.  
 
 
5. Regulatory processes and tools 

5.1. Licensing/contracting 

Public Establishments and wastewater companies are established by Presidential/Republican 
Decree issued by the President. As such, there is no licensing process and ‘licenses to operate’ 
contain to performance standards. 
 

5.2. Standard setting 

The Syrian Arab Standards and Metrology Organisation (SASMO), involving up to twelve 
Ministries under the coordination of the Ministry of Industry, issues quality standards concerning 
drinking water (N°45, 1994), industrial effluents into public sewers (N°2580, 2002), the disposal 
of sewage sludge (N°2665, 2002), and for water re-use for irrigation purposes (N°2752, 2003).  
 
Engineering standards and specifications are contained in the Engineering Code issued by the 
Ordinance of Syrian Engineers and Architects. According to interviewees, there is room for 
improvement in the current set of available operational guidance. It was noted that as and 
applicable codes and standards are generally developed by (technical) ‘experts’, social and 
commercial aspects tend to be neglected. 
 
Within each company, the Board of Directors has powers to set ‘the standards and performance 
rates for the public establishment, public companies and public enterprises affiliated thereto’ 
(Law N° 2 of 2005, Art. 10(2)). In practice, these performance rates tend to relate to the 
objectives of the annual investment and construction of infrastructure plans. 
 

5.3. Business and investment planning 

As suggested by the discussion above, legally, there is room for WE’s to develop business plans 
within the bounds of the general policy, which remains a ministerial decision (Law 2, Art.9(1)). 
In practice, most WEs do not have a business plan per se (GTZ, 2009), the Boards of Directors 
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focussing instead on the legally required annual investment plans (and budget) for WEs and their 
affiliated companies. 
 
Recently, in a draft communiqué issued by the PM, MoF set out the general outline and 
guidelines for all State enterprises concerning the preparation of budget proposals. New 
modifications and updates are added every year, and MoF distributes template forms to be filled 
in by the WEs. 
 
The Board is to be presided by the Minister during annual planning discussions to obtain 
approval of the plans and their related budgets. The law specifies the content of plans 
(investment plan, budget plan, commercial plan, manpower plan, costs and overheads plan and 
an estimated budget (Law N° 2 of 2005, Art. 10(5))) and makes further reference to ‘the frame of 
the national FYP, without prejudice to the State Planning Commission prerogatives according to 
the laws and regulations in force’ (Art. 11(1)). A recent review commented on the absence of 
transparent and agreed criteria as a basis for investment discussions (GTZ, 2009). 
 
Estimated proposed investment and recurrent budgets require ratification by MHC before 
submission to MoF for final approval. MoF’s authority over investment decisions is fairly recent, 
given that until 2007 investment plans were negotiated with SPC, which now retains an advisory 
role in the process. 
 

5.4. Tariff setting 

In theory, the Unified Operation System provides scope for each WE’s Board of Directors to 
determine tariff components. In practice, WEs have no control over water (service) pricing, tariff 
being universally described as a ‘red line’, a ‘political decision’, even a ‘divine thing’, alluding to 
the extent of informal political consultation involved.  
 
The Ministry will only endorse a tariff decision once it has been agreed with the PM, High 
Council of Planning, and more informally, the Security Office, Ba’ath Party as well as the 
National Progressive Front. Ministry sources describing the tariff setting process claim that 
obtaining approval for the last change in tariff was extremely difficult, despite the fact that it 
actually involved a reduction in tariff for the first block. 
 

5.5. Target setting, performance measurement and benchmarking 

Based on its wider objectives, the FYP provides a set of ‘quantified objectives’. These are limited 
to specifying percentage targets for service coverage and per capita consumption rates, water loss 
reduction, cost recovery and training. The Plan then suggests a number of ‘performance follow-
up and revenue indicators’, which also cover drinking water quality, general user satisfaction, bill 
collection and investment ratios.  
 
An initiative to strengthen water sector monitoring at SPC level, to which MHC reports on an 
annual basis, resulted in the development of a ‘Procedural Manual for the Implementation of 
Performance Indicators in the Water Supply and Wastewater Sector of Syria’. It was envisaged 
that DIWRM would monitor sector performance against FYP targets using 24 impact indicators; 
the remaining 41 ‘process’ indicators could be used by MHC to focus on operational activities. 
These proposals have not been followed up as MHC considered the manual to be too top down 
in its approach and an interference from SPC in its mandate. 
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WEs are required to report on to MHC on a quarterly basis, using standardised reporting 
procedures. These reports focus primarily on the WEs’ expenditure rate in relation to investment 
budget, secondly on the ratio of achievement against objectives/targets set at the beginning of 
the year, and provide an opportunity to comment on any required and missing legislation. It is 
widely known and acknowledged that the data submitted by WEs are of questionable quality, 
largely being based on estimates. Nonetheless, it is used to calculate primitive (and purely 
technical) performance indicators (PIs) and to compile reports, which are submitted to MHC 
and later on forwarded to SPC, from where they are sent to the Prime Ministry.  
 
A number of donor-supported ad hoc activities regarding performance monitoring have taken 
place over the past two years, concentrating on Aleppo and Rural Damascus WEs. Having 
already translated and distributed the IWA’s guidance manual on performance monitoring to 
WEs, MHC is seeking to consolidate its own performance monitoring efforts in cooperation 
with GTZ. A PI system is being introduced based on the four experiences of the system at grass 
root level in rural Damascus. A dedicated unit has been established within MHC, though 
primarily with the aim to promote PI as an internal management tool for WEs to improve their 
performance as operators and service providers, but also with a view to enhance MHC’s 
monitoring capacities in anticipation of its future role as the sector regulator and performance 
supervisor. 
 
Under a GTZ sub-project ‘Performance Indicators’, an introductory set of performance 
indicators was developed in consultation with MHC and WE staff, which is being piloted in 
three WEs (Aleppo, Damascus and Homs; c.f. table A.4). As of 25 June 2009, all remaining WEs 
have been directed to apply performance indicators by order of the Deputy Minister for Housing 
and Construction. 

Table A.4: Performance indicators currently being piloted in three Syrian water establishments 

No. IWA 

Ref 

INDICATOR CONCEPT UNIT 

Economic and Financial Indicators 

I.01 Fi5 Unit operational 

cost for 1 m³ of 

water supplied 

Total Operational costs water, excl 

depreciation & interest / Total volume of 

authorised consumption 

SYP/ m3 

sold 

I.02 Fi28 Average charge per 

m³ of water 

Total value of billings (this year) for water 

services / volume of authorised water 

consumed 

SYP/ m3 

consumed 

I.03 Fi31 Operational cost 

recovery, water 

Total collected operational revenue this 

year, water services  / Total Operational 

costs water, excl depreciation & interest 

% 

I.04  Collection Rate, 

water 

Total revenues from the collected bills this 

year/ Total value of bills issued for this 

year 

% 

Customer-related Indicators 

I.05 Qs26 Customer 

Complaints per 

1,000 customers 

Total Number of customer complaints 

received (water) / Total Number of 

Customers (water supply), metered and 

unmetered *1000 

# per 1000 

connections 

Operational and Service Quality Indicators 

I.06 Fi46 Non Revenue 

Water 

(Total volume of water produced -  Total 

volume of water sold) / Total volume of 

water produced * 100 

% 
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I.07 Op5 Network Repairs  Number of network repairs (water supply 

network and mains) / Length of water 

supply network (not including 

transmission mains) * 100 

# /100km 

I.08 Op8 Meter Replacement  Number of domestic water meters 

replaced during the year (no new 

connections) / Total Number of Metered 

Customers (water) 

% 

I.09 Qs18 Quality of supplied 

Water / Percentage 

of complying 

quality tests 

N° of water quality tests complying with 

standards (incl. residual chlorine) / N° of 

water quality tests conducted (incl. 

residual chlorine) * 100 

% samples 

in 

compliance 

Personnel-related Indicators 

I.10 Pe1 Staff per 1,000 

water customers 

Total n° of staff (Water Establishment) at 

year end/number of connection*1000  

# / 1000 

connections 

I.11 Pe19 Total training (days 

/ 1000 employee) 

Total training days  for Water 

Establishment staff during year / Total n° 

of staff (Water Establishment), average 

over the year (without seasonal 

workers)*1000 

days / 1000 

staff 

 
More recently, eight optional wastewater indicators were added to be implemented depending on 
data availability within PSCs (table A.5).  

Table A.5: New wastewater indicators for PSCs. 

Wastewater Indicators 

No. IWA Ref INDICATOR CONCEPT UNIT 

I.WW.01 (wFi31) Operational cost recovery 

(wastewater) 

Total Operational Revenue wastewater, this 

year*100 / Total Operational Costs 

wastewater, excl depreciation & interest 

Ratio 

I.WW.02  Annual Sewer network 

expansion (%) 

Length of sewer network, end of this year - 

Length of sewer network, end of previous 

year / Length of sewer network, end of 

previous year *100 

% 

I.WW.03  Annual Sewer network 

replacement (%) 

Length of replaced network throughout the 

year*100/ Length of sewer network by year 

end 

% 

I.WW.04 wOp45 Wastewater Treatment 

Quality (BOD) 

Total Number of BOD test complying with 

the applicable standards, this year / Total 

Number of BOD tests undertaken (WWTP), 

this year * 100 

% 
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I.WW.05 (wOp34) Sewer Repairs per 100 

km network (Excl. house 

connections) 

Number of repairs undertaken in sewer 

network / Length of sewer network, end of 

this year * 100 

#/100 

km 

I.WW.06 wQS19 Customer Complaints 

per 100 km of network 

Total Number of customer complaints 

received (wastewater) / Length of sewer 

network, end of this year*100 

#/100 

km 

I.WW.07 wPE17 Total training (days / 

employee), wastewater 

Total N° of training days for Sewage 

Company staff during year / Total n° of staff 

(Sewage Company), average over the year 

(without seasonal workers) 

# 

I.WW.08  No. staff per 100 km of 

sewers network 

  

. 
Except for annual financial reports, there are no mandatory reporting responsibilities for PSCs, 
though reports are assembled on request of the ‘parent’ WE.  
 
A software programme (Spotter) is almost ready to be utilised for the calculation and reporting 
of performance indicators. While certain data are expected to remain estimates for the 
foreseeable future, the on-going process of adopting International Financial Reporting Standards 
within the WEs should enable a more reliable calculation of commercial indicators. 
 
Neither SPC nor MHC currently provides any formal incentives or sanctions for good or bad 
operational performance and quality of service. MoF, on the other hand, announced plans to 
move towards performance-based budget allocation as a variant of performance contracts: It is 
envisaged that future budget approvals will be linked to output-oriented indicators rather than 
planned expenditure. A pilot project is expected to start in 2010. 
 

5.6. Sector reporting 

Other than a brief statement on sector performance over the previous planning period in the 
FYP, summarising total investments, project implementation rate and service coverage, there is 
no public performance reporting mechanism in place. However, these figures are known to be 
highly unreliable.  
 

5.7. Consumer/stakeholder liaison 

Whilst the value of participation is being recognised in recent government rhetoric, the country 
has yet to develop a culture of participative consultation. There is no mechanism for consumer 
or civil society involvement in place, and very few non-governmental stakeholders are active in 
the sector.
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Key references and interviewees: Syria 
 
Date Name Position, Organisation 

09.08.2009 Mr. Bassam Hana Deputy Minister, MHC 

09.08.2009 Dr. Kamal Sheikhah 

 

Mr. Mazen Laham 

Mr. Muhammad Shiah 

Mr. Muhammad 

Jeradat 

Mr. Ali Abbas 

Mr. Diab Jumma 

Deputy Minister for Drinking Water and Sanitation, 

MHC 

Director of Planning, MHC 

Director of Water Supply, MHC 

Director of Wastewater, MHC 

 

Director of Contracts, MHC 

Director of Establishments, MHC 

10.08.2009 Mr. Abed Nasser 

Assaf 

General Director of Public Establishment for Water 

Supply and Sewage, Homs 

Also present: 

Heads of all WE Directorates 

11.08.2009 Eng. Issam Jouni General Manager, General Establishment for Water 

Supply and Sewage, Lattakia 

Also present:  

Assistant Director General, Director of Planning, 

Director of Finance, Director of Operations, Director 

of Subscribers, Director of Scientific Services, Director 

of Statistics 

12.08.2009 Mr. Motaz Fakhani Deputy Head of Recurrent Budget for Establishments, 

MoF 

 
 
GTZ (2009)  Baseline Water Sector Report. Unpublished draft report, June 2009. 
German-Syrian Technical Cooperation (2009) Quarterly Progress Report, July 2009. Advisory to the 

Regional Water Establishment Damascus, Sub-project Performance Indicators. Unpublished. 
German-Syrian Water Cooperation (2007) Strategy Paper for the Priority Area “Water” for the Syrian-

German Development Cooperation.  Final version 28.01.2007. 
Hermel, U. (2008)  Inception Report, Addendum Performance Indicators – Advisory to the Regional Water 

Establishment Damascus Rif, unpublished draft report. 
Hydratech Consortium (2006)  Tariff Study for Syrian Water Sector. Final Report, May 2006. 

Unpublished document.  
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ANNEX B – PALESTINE CASE STUDY 
 
 
 
 
This case study is based on interviews with key informants during a field visit 01. – 03.11.2009 
(see end of report for interviewees’ details), information provided by Mr Nadim Mulhem, GTZ 
Progamme Manager, Anke Peine, and Dirk Schaefer, GTZ Water Sector Regulation Advisor, as 
well as a review of the documentation made available by GTZ, and additional resources 
procured by the consultant. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Abbreviations 

CMWU  Coastal Municipalities Water Utility  
EQA  Ministry of Environmental Quality Authority  
JWC  Joint Water Committee 
JWU  Jerusalem Water Undertaking 
PWA  Palestinian Water Authority 
MoH  Ministry of Health 
MoLG  Ministry of Local Government 
NWC  National Water Council 
WBWD  West Bank Water Department 
WSSA  Bethlehem Water Supply and Sanitation Authority  
 
 
 
 
 
 
 
 
Exchange rate 

€1 = 5.54 NIS (November 2009) 
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1. Sector overview 

1.1. Context 

There is a general perception of a water crisis in the Occupied Palestinian Territories, which is 
linked to the ongoing political and economic crisis. In the regional context, Palestinians have the 
lowest access to fresh water resources and depend to a large extent on groundwater resources 
that remain under Israeli control. An already precarious situation is exacerbated by over-
abstraction of aquifers and the severance of the Gaza strip from the West Bank precluding any 
water transfer between the two territories. Water service provision must be considered against a 
backdrop of war, political instability, civil unrest and increasing poverty amongst the general 
population, all of which are seriously affecting operations and investment.  
 

1.2. Institutional set-up of the water sector  

The Palestinian Water Authority (PWA), which was founded in the context of the Oslo 
agreement, it is primarily responsible for water resources management and development, as well 
as water policy making and sector regulation, described below. PWA remains involved in 
operations, though mostly with regard to water resource development and bulk water supply, 
and acts as a broker of agreements with the Israeli side.  
 
The National Water Council (NWC), established at inter-ministerial level as the supreme policy 
and decision-making body for the sector, responsible inter alia for approval of regulations and 
infrastructure projects, can be considered as non-functional. The Ministry of Local Government 
(MoLG) retains certain responsibilities as the umbrella ministry for local authorities, to which 
service provider functions have been assigned. The Ministry of Health (MoH) and the 
Environmental Quality Authority  (EQA), as the guardians of public health and the 
environment, respectively, share quality regulation responsibilities. 
 
Services are provided by of a multitude of mostly small-scale providers, as described below. 
Some of these receive bulk water from the West Bank Water Department14 (WBWD).  
 
Given that the majority of Palestinian water resources are controlled by Israel (including all of 
WBWD’s wells), major actors from this side ought to be considered as well: The Joint Water 
Committee (JWC) was established by both parties with the authority to approve (or block, as the 
case may be) any new water and sanitation projects; Palestinian providers depend on Israel for a 
significant share of their bulk water supply (more than 50% in the West Bank, purchased 
through WBWD).  

                                                 
14 The WBWD falls partly under PWA’s authority, partly under that of the Israeli civil administration; efforts to 
disengage from Israeli control are ongoing. 
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Figure B.1: Organisational set-up of the Palestinian water sector – West Bank only (Source: World Bank, 2009) 

 
1.3. Formal water service providers 

1.3.1. Administrative arrangements 

Within the West Bank, there are currently two administratively and financially independent, 
though publicly owned water utilities15: Jerusalem Water Undertaking (JWU, registered as a not 
for profit utility), which serves large parts of the Ramallah and Al-Bireh Governorate, as well as 
the northern part of Jerusalem, and Bethlehem Water Supply and Sanitation Authority (WSSA), 
which serves Bethlehem, Beit Jala and Beit Sahur. Other larger urban areas (Hebron, Jenin, 
Jericho, Nablus, Qalqilya, Salfit and Tulkarem) are served by the respective municipalities’ water 
departments. In the remaining areas, water services are organised and provided by joint service 
councils, or individual village councils or local committees. 
 
In any case, the service providers own their assets and, in most cases, are owned by the local 
authorities. JWU and WSSA hold special status with respect to staff compensation schemes and 
are in charge of their own human resources systems. There are efforts to separate the other 
municipalities’ water departments from general council business to create autonomous, self-
accounting utilities under local authority ownership. 
 
Within the Gaza Governorates, the Coastal Municipalities Water Utility (CMWU) replaces 25 
municipalities’ water departments as the semi-public entity responsible for water supply and 
wastewater services. It is financially independent, though under the instruction of the parent 
municipalities, and is still in the process of integrating municipality staff (who at present continue 
to be on their respective municipalities’ payroll) into the company structures.  
 

1.3.2. Performance 

A recent World Bank study reports 90% of the West Bank population being served with 
networked water supply, with large regional disparities (World Bank, 2009). It is reported that ‘of 
the total West Bank population, only about 30% and 6% are served with sewerage networks and 

                                                 
15 Originally, both PWA and MoLG were represented on company Boards. Owing to municipal ownership, 
administratively they fell under MoLG. More recently, this conflict of interest has been addressed by decree. 
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wastewater treatment plants [respectively]’, the latter frequently being outdated and 
malfunctioning (Mahmoud et al., 2003). 
 
In Gaza, connections rates for water are high (98%), but no more than 10% of the water 
supplied meets drinking water standards (World Bank, 2009). Around 60% of the population is 
connected to the sewerage system, which however suffers severe problems regarding treatment.  
 
Table B.1 illustrates the performance of Palestine’s largest (and leading) water company, 
Jerusalem Water Undertaking (approx. 52,000 connections) and two smaller municipal water 
supply and sanitation departments, Tulkarem and Nablus. 
 

Table B.1: Selected performance indicators for Jerusalem Water Undertaking, Tulkarem and Nablus Municipalities’ 
Water Supply and Sanitation Departments. Source: GTZ. 

 Performance indicators (2009) 
Jerusalem Water 

Undertaking(a) 

Tulkarem 

Municipality WSS 

Dept(b) 

Nablus 

Municipality WSS 

Dept(b) 

Operational cost recovery 93.1% 54%(c) 101%(c) 

Non-revenue water 29.4% 51% 28.3% 

Bill collection efficiency 87% 36.7% 68.5% 

Staff per 1000 water connections 4.3 11.3 8.7 

 

Notes:  (a) December 2009 data 
(b) September 2009 data 

(c) on cash basis and not including depreciation 
 

Utility performance in general is described as ‘very poor’, though perhaps adequate by regional 
standards – especially where external technical and managerial support is being provided. 
Elsewhere, non-revenue water rates are increasing and collection rates have fallen as low as 20%.  
 
Cost recovery is in notable decline due to a growing culture of non-payment, linked to rising 
unemployment. Many utilities cope by not paying for bulk water supplied by WBWD and the 
Israeli side. PWA having to honour debts owed to the latter, is now being owed millions.  

 
1.3.3. Tariffs 

Tariff structures and levels vary considerably throughout the Palestinian Territories; table B.2 
illustrates an example of the commonly employed ‘progressive block tariff’.  

Table B.2: Water tariff currently implemented in Nablus Municipality. 

Water tariff (NIS/ m3) 

Customer category 0-5 

m3/month 

5.1-10.0 

m3/month 

10.1-15.0 

m3/month 

15.1-20.0 

m3/month 

20.1-30.0 

m3/month 

30.1-40.0 

m3/month 

>40  

m3/month 

Domestic 

3.98 

(€0.72) 

3.98 

(€0.72) 

6.70 

(€1.21) 

8.70 

(€1.57) 

8.70 

(€1.57) 

11.50 

(€2.08) 

11.50 

(€2.08) 

Commercial 

6.00 

(€1.08) 

6.50 

(€1.17) 

8.00 

(€1.44) 

10.00 

(€1.81) 

11.50 

(€2.08) 

11.50 

(€2.08) 

11.50 

(€2.08) 

Food Industry 

6.00 

(€1.08) 

6.00 

(€1.08) 

6.00 

(€1.08) 

8.00 

(€1.44) 

8.00 

(€1.44) 

8.00 

(€1.44) 

8.00 

(€1.44) 
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Non Food Industry 

6.00 

(€1.08) 

6.00 

(€1.08) 

8.00 

(€1.44) 

8.00 

(€1.44) 

10.00 

(€1.81) 

10.00 

(€1.81) 

12.00 

(€2.17) 

Bulk Consumers 3.00 (€0.54) 

 
The size and cost of blocks varies greatly. JWU bills customers bimonthly, allowing for bigger 
tariff blocks, namely 1-10 m3 (at 4.1 NIS/m3), 11-20 m3, 21-40 m3, 41-60 m3, 61-100 m3 and 
>100 m3. There is a minimum charge equivalent to the first block, i.e. 41 NIS. Jenin’s Water and 
Wastewater Department implements a 23.56 NIS fixed charge covering the first 5 m3, followed 
by two blocks priced at 4.2 NIS/m3 (5-50 m3) and 6.2 NIS/m3 (50-999 m3). 
 
Some water utilities charge a uniform tariff (e.g. 5 NIS/m3 for water plus a 30% surcharge for 
sewerage in the case of Bethlehem), others add a rental charge for the water meter (NIS 10 at 
JWU).  
 
Available figures for Tulkarem Municipality Water Supply and Sanitation Department show that 
the average tariff for water sold (including in villages) has fluctuated between 2.91 and 3.14 
NIS/m3 between 2006 and 2008.  
 

1.4. Alternative means of service provision 

An estimated 150,000 Palestinians living in the 135 or so marginalized communities (villages and 
refugee camps) remain unconnected to public water networks. During the winter months, their 
principal water source is harvested rainwater. In 2000 it was reported that in summer, water had 
to be collected from springs or purchased from private vendors, costing between 15 and 40 
NIS/m3 (B’Tselem, 2000). It is understood that private agents’ activities may have decreased as 
international NGOs are implementing water projects, providing water tanker services (at 
unknown cost). In any case, alternative water suppliers are unregulated. 
 
A recent World Bank report (2009) suggests that the typical price range for water ‘of dubious 
quality’ from tankers is 10-20 NIS/m3 and villagers may spend up to one sixth of their income 
on water, the cost of tanker-supplied water having ‘risen exponentially’ since the introduction of 
‘movement and access’ restrictions. 
 
Private desalination services are the offspring of poor water quality in Gaza. The price of water, 
which is sold by tanker or jerry can, is around 50 NIS/m3. Fewer than half of the existing small-
scale desalination plants are in compliance with water quality standards and licensed by PWA, 
which however lack the capacity to monitor the distribution system involving hundreds of trucks 
and thousands of small tanks at retail outlets (World Bank, 2009).  
 
By necessity, on-site sanitation remains a popular choice. Expenses for de-sludging cess pits are 
estimated to reach up to US$ 50 per household per month (Burnat and Eshtayah, 2008), which 
represents a large financial burden in the current economic climate. 
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

The 2002 Water Law reflects several World Bank-initiated changes in the organisational structure 
of the sector, illustrated in figure B.2, but its provisions, which presumed large-scale private 
sector involvement in service delivery, to a large extent could not be translated into practice.  
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The law provides for the creation of a national bulk water utility as well as four regional water 
and wastewater utilities as principal service providers. Although this new set-up has been under 
discussion for a decade, progress has been very slow, especially in the West Bank. Clustering of 
service providers is only emerging as a management strategy, and there is a sense – articulated by 
some – that proposed model (i.e. the four regional utilities) might not be the most appropriate 
institutional vision. 
 

 

Figure B.2: Streamlined organisational set-up as per water law 3/2002 (Source: GTZ, 2009). 

The envisaged changes at the policy-making and regulatory level have yet to be implemented. 
The NWC has only convened once since its inception, causing serious delays in the further 
clarification and development of the regulatory framework. Although expert working committees 
have prepared a number of bylaws and regulations, these are still awaiting approval by the NWC. 
 
There are indications that reform efforts will continue under the guidance of PWA, with support 
from the Water Sector Working Group, which PWA has championed to streamline donor 
contributions and activities. Despite the challenging political situation, in view of the general 
willingness amongst sector stakeholders to improve the sector interviewees seemed optimistic 
about the possibility to achieve an ‘adapted reform’ (i.e. taking into account the ongoing conflict 
conditions). 
 

2.2. Policy objectives 

The lack of a clear vision, policy and strategy has been cited as a major shortcoming of the 
Palestinian water sector. The Palestinian Authority and PWA have yet to activate an overall 
policy ‘umbrella’ for the sector. Some observers have linked PWA’s lack of strategic orientation 
with the influence of donors, whose activities and investment priorities tend to be driven by 
political considerations, at the expense of national development needs. In the absence of a 
functional NWC, there is currently no endorsed sector policy or strategy, though several draft 
policy papers and short-term strategies have been developed.  
 
The most recent and comprehensive policy document (PWA, 2008) reaffirms the intention to 
consolidate the sector by creating autonomous regional utilities that are expected to achieve full 
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cost recovery. The policy sets out the guiding principles for sector management, based on 
integrated and economically sustainable water resources management.  
 
Most pertinent to water service provision and regulation are the declaration of a citizens’ right to 
good quality, affordable water for personal consumption, the commitment to a separation of 
policy-making and regulation from service delivery and public participation in water sector 
management, as well as the adoption of the polluter pays principle in recognition of the social 
and economic value of water. 
 
The strategic objectives recognise the need to develop ‘an appropriate basis for PWA to 
undertake its regulatory … functions’ through interim rules and, ultimately, strengthened sector 
legislation. Streamlining and further development of regulatory standards and enforcement 
techniques is mentioned to ensure an appropriate level of pollution control. 
 

2.3. Progress at water utility level 

A recent World Bank assessment (2009) concluded that most utilities are caught in a ‘vicious 
circle of deterioration’, due to the ‘lack of institutional autonomy and capacity, water scarcity, run 
down infrastructure, security problems and an impoverished and resentful customer base’. 
Investment is far below planned levels, with network rehabilitation efforts or the construction of 
new projects delayed, if not blocked completely, by difficulties in securing the necessary permits 
or the ongoing access restrictions, to name but two examples of constraints.  
 

However, long-term technical cooperation is beginning to bear fruit. JWU is perhaps the most 
striking example of a utility that has successfully transformed itself into a customer-focused, 
forward-planning business that is striving for financial self-sufficiency. Whilst donor support has 
been instrumental, internal commitment and high-calibre leadership as well as political support 
have been able to sustain these achievements through challenging times. 
 

Smaller utilities are struggling to replicate this success, with a recent review noting similar 
successes for Nablus but ‘limited improvements’ in Tulkarem (Heidtmann and Heiland, 2009). 
The high rate of water losses is a pressing concern, having been identified as the main cause of 
inefficiencies in Palestinian water supply systems (Alsharif et al., 2008).  
 
Whilst basic elements such as a unified cost system do not yet exist, other novelties that are 
changing providers’ perception of their role versus their customers have been introduced. For 
instance, the idea of (computerised) customer complaints systems is beginning to take hold in 
major utilities that have seen its benefits especially during the summer months. Likewise, utilities 
are starting to introduce customer awareness campaigns. 
 
The recent establishment of a service providers’ union holds promise as an effective vehicle to 
develop, exchange and disseminate national best practice as well as fostering cooperation at all 
levels in support of the aim of improving service provision.  
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3. Regulatory framework at a glance 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set standards 

& guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, approve, 

review tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament                             

Council of Ministers                             

Local Government                             

Finance                             Ministry 

Health                             

Regulatory agency (PWA)     (a)       (b)               

Other government agencies                             

Regional government (Governorate)                             

Local government                             

Public utilities                             

Major private enterprise                             

Private contractors                             

Micro-enterprise (vendors)                             

NGOs/ civil society groups                             

Customers                             

Courts                             

                

      Notes:    

 Key: Level of responsibility/involvement    (a) & (b) the absence of the necessary by-laws prevents PWA from carrying out its functions  

 legally responsible        

 actively involved        

 responsible and carrying out functions        

 political/professional interest         

 emerging activity        

 legally responsible in future              
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4. Regulatory design 

4.1. Responsible institutions and their functions 

Water law No. 3/2002 awards PWA full authority to regulate all ‘matters or activities relating to 
water and wastewater, in cooperation and coordination with the relevant parties’ (Art. 7, 5). The 
law further mandates PWA to coordinate and cooperate in planning water usage and 
conservation, all with the aim of achieving fair distribution and optimal – sustainable – resource 
utilisation.  
 
The law specifically calls for the introduction of a unified tariff system (Art. 20) to be applied by 
regional utilities (which are yet to be created) and water users associations (Art. 26). PWA’s 
regulatory functions are defined in highly general terms, by assigning a ‘right to supervise and 
control regional utilities and water users associations’ – again ‘in cooperation and coordination 
with the relevant parties’. The definition of its powers as a regulator amounts to ‘tak[ing] all the 
procedures necessary’ in case of violation of the law or any regulations thereunder (Art. 28).            
 
To a certain (yet unclear) extent, these regulatory functions are duplicated, as the ‘Law on 
Palestinian Local Authorities’ (1/1997) assigns the responsibility for water distribution to local 
authorities, who are entitled to determine prices for the services provided (Art.15(3)). The law 
introduces MoLG as the councils’ supervisor in the discharge of all their functions, further 
empowering the ministry to issue the necessary rules and regulations. 
 

By its own account, PWA’s responsibilities with respect to (economic) regulation are not 
completely defined. In practice, most utilities are self-regulated owing to their greater operational 
experience compared with the regulatory authorities. Given that at present there is no economic 
regulator in the conventional sense, internal organisation, personnel and funding arrangements 
were not investigated in detail.  
 
Amongst PWA’s General Directorates, there is one dedicated to regulation, comprising the 
following divisions: licensing (of water abstractions and effluent discharge – 1 staff member), 
tariff and economics (1 staff member) and consumer affairs and public awareness (also one 
member of staff). A number of PWA staff have attended IP3 and South African training courses 
in regulation. It is further worth noting that PWA has offices both in the West Bank as well as in 
Gaza (where its presence is effectively suspended at present due to circumstances beyond its 
control), the regulatory department being located within the West Bank. 
 
Some aspects of quality regulation, notably drinking water quality monitoring) fall within the 
remit of MoH’s Environmental Health Department. EQA is concerned with discharges of 
effluents (sewage with or without treatment, untreated industrial wastewater and brine from 
desalination plants) into the natural environment. 
 
 
5. Regulatory processes and tools 

5.1. Licensing/contracting 

The three independent utilities derive their licence to operate from their founding laws and 
decrees. The Regulation Drinking Water Affairs law in Jerusalem Governorate (1966), JWU’s 
founding law, specifies – in general terms – the progressive extension of JWU’s service area over 
three phases. Other than requiring that ‘water produced by the Undertaking must conform to the 
specifications of the Ministry of Health’ (S.14), it contains no reference to performance 
standards. 



Annex B – Palestine 

 59 

 
5.2. Standard setting 

A wide range of quality and technical standards has been issued by the Palestinian Standards 
Institute after consultation with expert committees, however according to the current legal 
situation these are issued as voluntary standards only (Palestinian standards and measurement 
law No. 6 of 2000 ch.4, Art.14 (3)). 
 
Binding standards can be found in the relevant ministries’ by-laws. Standard setting for drinking 
water, including storage, and effluent quality – where this affects the quality of food products or 
bathing waters – is the remit of MoH. Other effluent standards are set by EQA. Wastewater by-
laws have been approved by MoLG and PWA more recently. There have been reports of higher 
standards being imposed by Israeli authorities for wastewater treatment projects (World Bank, 
2009). 
 
So far, PWA has not been able to issue any other binding standards or guidance to water service 
providers. In many instances, this is explained by the fact that standards are to be contained in 
by-laws, a responsibility of the Legislative Council, which given the political situation tends to be 
preoccupied with other matters and is unable to conduct regular legislative business.  
 

5.3. Business and investment planning 

The vast majority of service providers do not have business plans, and undertake very few 
systematic planning activities in general. However, JWU, Nablus and CWMU have begun to 
adopt business plans – a donor requirement implemented with technical support. These business 
plans are used for internal purposes only; there is no official submission to PWA.  
 
Regarding budgets and investment planning, it was mentioned that many assumptions are highly 
dependent on external factors (such as bulk water purchases with seemingly arbitrarily changing 
prices, or drilling permissions to be obtained from the Israeli side) with direct and significant 
effects on business plans and balance sheets.  
 

5.4. Tariff setting 

In accordance with its mandate to ‘establish an appropriate unified [i.e. nationally standardised] 
tariff system and monitor its implementation’, PWA prepared tariff guidelines in May 2003. This 
document has not been officially sanctioned to date (c.f. section 2.1), such that the guidance is 
only partially applied in practice. In any case, until the Regional Utilities have been established, 
there remains an overlap between PWA and MoLG responsibilities regarding tariff setting (the 
latter being responsible for approving Municipalities’ water and wastewater by-laws, which would 
require reconciliation through a Memorandum of Understanding until such time as PWA 
becomes solely responsible for the regulation and supervision of the Regional Utilities.  
 
Nonetheless, the guidelines offer an insight into the intended tariff policy and the envisaged 
implementation procedures. PWA’s proposed tariff design strategy is intended to balance cost 
recovery (to be achieved in stages), social equity (preserving affordability for low-income 
consumers) and economic efficiency objectives. There is detailed guidance on the steps and 
procedures to be followed by PWA and utilities in implementing the foreseen annual tariff 
reviews. In essence, utilities are required to propose their tariff structure based on the PWA’s 
standard tariff design model, which has been tested in several municipalities since 1998, and 
submit their application for tariff adjustment along with a defined set of technical and financial 
performance data and other supporting information. 
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JWU’s tariffs have been hailed as being ‘reasonable … and approved by the regulator on the 
basis of properly prepared financial forecasts’ (World Bank, 2009). Though it is correct that the 
company undertakes an annual tariff review, the review and approval by PWA primarily consists 
of any proposed new tariff requiring adoption by the Board, on which a PWA official is 
represented. The tariff proposal is indeed forwarded to PWA and reviewed, but it is not officially 
sanctioned. 
 
Consequently, utilities or councils are largely left to their own devices with regard to tariffs. 
GTZ/KfW-supported providers have received training and assistance in determining tariffs 
based on revenue calculations. Nablus, for instance, calculates its tariff such as to recover 
operations and maintenance costs, based on a projected collection rate of 85%. Here, the Mayor 
closely followed all discussions and calculations, and the tariff was presented to and approved by 
the municipal council. 
 
In many cases, tariff determination is hampered by the lack of separation of water departments’ 
accounts from municipalities’ general budgets, which render accurate cost calculations near 
impossible. 
 

5.5. Target setting, performance measurement, monitoring and benchmarking 

Performance monitoring is – in theory – a PWA task for which it requires annual ‘water 
information questionnaires’ to be completed, based on which a number of basic performance 
indicators are calculated. Water departments are asked to complete data forms which were 
originally designed to provide the necessary information for tariff reviews: the tariff guideline 
makes reference to ‘annual performance improvement plans’ and ‘pre-agreed performance 
targets’ against which tariff proposals are to be evaluated. 
 
The forms comprise tables detailing the providers’ wholesale and retail activities, the amount and 
source of water produced and purchased, and a range of other technical and financial data, 
including detailed pricing information. Of the 400 or so questionnaires sent out each year, only a 
fraction are returned and approximately 30 reportedly contain information that can be used for 
performance calculations. As performance targets do not appear to exist, and there is no strategic 
vision to address performance improvement within PWA, the comparative performance reports 
prepared by the Tariff and Economics department in PWA’s Regulatory Directorate largely go 
ignored.  
 
Whilst the independent utilities’ accounts are audited by PWA and an external auditor (on behalf 
of the PA), it is unclear to what extent and quality the independent, random evaluation of 
technical and financial data foreseen under the tariff regulations is performed.  
 
JWU and a small number of GTZ-supported utilities (Nablus and Tulkarem) are implementing 
internal performance monitoring and evaluation. In fact, JWU participated in the International 
Water Association’s joint performance indicators project, and continues to measure progress 
against a number of key indicators.  
 
PWA does not sanction poor operational performance and quality of service. The absence of 
formally agreed performance targets precludes incentives for good performance, economic or 
otherwise. Service providers asserted their conviction that ‘PWA’s role should be here’. Likewise, 
benchmarking activities do not yet take place. 
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As far as drinking water quality is concerned, this is monitored by MoH on a weekly basis. In 
addition, providers also undertake their own monitoring, and report results to PWA. The latter 
only monitor the quality of raw water at source. 
 

5.6. Sector reporting 

There is currently no public performance reporting mechanism in place; PWA reporting 
concentrates on water resources and water conflict in the political context of the ongoing 
dispute. 
 

5.7. Consumer/stakeholder liaison 

PWA does have a customer affairs department, yet complaints are not addressed in any 
systematic way. 
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02.11.2009 
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Mr. Suleiman Abu Ghosch Nablus Municipality Water and Wastewater 

Department 
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ANNEX C – LEBANON CASE STUDY 
 
 
 
 
This case study is based on information provided by Nabil Chemaly, GTZ Technical Advisor, 
and Manfred Scheu, GTZ Programme Manager, interviews with key informants during a field 
visit on 17. and 18.08.2009 (see end of report for interviewees’ details), as well as a review of the 
documentation made available by GTZ. Information contained in this report was updated in 
May 2010. 
 
 
 
 
 
 
 
 
 
 
 

 

Abbreviations 

AFD   Agence Française de Développement  
BMLWWE Beirut/Mount Lebanon Water and Wastewater Establishment 
BWWE  Bekaa Water and Wastewater Establishment 
CDR   Council for Development and Reconstruction 
EIB   European Investment Bank 
L.L.   Lebanese Pound 
MEW  Ministry of Energy and Water 
MoF  Ministry of Finance 
MoE  Ministry of Environment 
MoPH  Ministry of Public Health 
NLWWE  North Lebanon Water and Wastewater Establishment 
OD   Oversight Department  
PEC   Performance Evaluation Committee 
PSP  Private sector participation 
SLWWE South Lebanon Water and Wastewater Establishment 
USAID  United States Agency for International Development 
WWE   Water and Wastewater Establishment 

 

 
 
 
 
Exchange rate 

€1 = L.L. 2,131 (August 2009) 
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1. Sector overview 

1.1. Context 

Compared with other countries in the MENA region, Lebanon is favourably positioned with 
respect to per capita water availability. However, as its above-average resources are 
underdeveloped demand for water cannot be met. It is worth noting that current service 
provision is carried out against a backdrop of 15 years of civil war, resulting in economic collapse 
and large-scale emigration, and continuing conflict with neighbouring Israel in the South of the 
country. 
 

1.2. Institutional set-up of the water sector  

Following sector restructuring according to Law No. 221 (‘Organization of the Water Sector’, 
dated 2000) and its amendments (Law 377 and 241), the main actors within the Lebanese water 
sector are as follows: The Ministry of Energy and Water (MEW) holds overall responsibility for 
the sector, including master and capital investment planning (via the Directorate General for 
Electrical and Hydraulic Resources).  
 
An ‘Oversight Department’ within MEW’s Directorate General for Exploitation (Operations) 
supervises the four public Water and Wastewater Establishments (WWEs), which replace the 
former 21 Water Authorities and approximately 200 small-scale local water committees and 
projects. WWEs have been granted formal responsibility for water supply and wastewater 
services (and irrigation, with the exception of South Lebanon WWE) within their service areas.  
 
The Council for Development and Reconstruction (CDR), which is responsible for 
infrastructure rehabilitation during the post-war period, retains significant control over 
investment projects and acts as a major channel for external funding, the CDR budget exceeding 
that of MEW by a wide margin.  
 

 

Figure C.1: Organisational set-up of the Lebanese water sector (Source: GTZ, 2009) 
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1.3. Formal water service providers 

1.3.1. Administrative arrangements 

Beirut/Mount Lebanon, North Lebanon, South Lebanon and Bekaa Water and Wastewater 
Establishments (BMLWWE, NLWWE, SLWWE, BWWE) have been created after approval of 
WWE by-laws in 2005 as administratively and financially autonomous entities (government-
owned corporations under public law) and provide water supply services to between 56% (in the 
rural North) and 88% (in Beirut) of the population16.  
 
Wastewater services17 reflect similar disparities but are generally lagging behind, with 58% of the 
population connected to the sewer system and few wastewater treatment facilities that are 
operational. The wastewater sector is a priority investment area, with a number of treatment 
plants under construction and service coverage envisaged to be extended to 75% of the 
population by 2015. Unconnected households largely rely on self-provision via septic tanks. 
 
Ownership of water supply assets has been transferred to the WWEs, though this process has 
encountered some resistance on the part of local water committees unwilling to surrender 
control of their networks and installations. Wastewater networks, which had been built and 
operated by Municipalities, will remain the property of local authorities, though operational 
responsibilities are to be transferred to the WWEs once the necessary capacities have been 
acquired. 
 

1.3.2. Performance 

Selected available key performance indicators for the WWEs are detailed in table C.1 below. 

Table C.1: Selected 2009 performance indicators for WWEs (Source: World Bank, 2009; results reported in 
business plans and performance monitoring data) 

Performance 

indicators 

Beirut/Mount Lebanon 

WWE 

South Lebanon 

WWE 

North Lebanon 

WWE 

Beka’a 

WWE 

Number of water 

connections 

479,394 135,595 109,444 65,878  

Connection rate 

(water) 

 87.9%  78.9% 56.1%  68% 

Connection rate 

(wastewater) 

74% 35% 45% 41% 

Cost recovery (O&M)(a)  136%  55.1% 93% 20% 

Non-revenue water Estimated at 40% 

Collection efficiency  66%  73%  79% 20% 

Staff per 1000 

connections 

 2.26  4.1 5.1 3.4 

(a) Note that the figures quoted include direct operating costs (electricity, salaries, maintenance, 

and consumables) as well as general and administrative overheads. 

 

                                                 
16 Note that these figures need to be treated with caution, as data unreliability is a well-known problem in the sector. 
Estimating service coverage can be particularly problematic as population numbers are generally unknown, given 
that the last official census dates back to 1932 (Makdisi, 2007). Figures quoted derive from a recent World Bank 
assessment (2009). 
17 Sanitation’ is understood to refer mainly to wastewater (sewerage) services and hence legally falls within the remit 
of the WWEs. 
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Cost recovery is difficult to ascertain as WWEs work on a cash not accrual basis18. In any case, 
Beirut/Mount Lebanon WWE stands alone in achieving recovery of operation and maintenance 
costs; none of the other WWEs manage to cover their O&M expenses. BMLWWE is also the 
only WWE to pay its electricity bills in full (which generally account for 40-50% of WWEs’ 
O&M costs). It is worth noting that O&M costs are indirectly subsidised via MEW-funded 
service contracts, which do not appear in balance sheets or financial performance analysis 
(World Bank, 2009). 
 
With respect to technical performance, network coverage is relatively high, but water supply is by 
no means continuous and may drop to 3 hours per day the summer months (World Bank, 2009). 
 

1.3.3. Tariffs 

Tariffs are based on the principle of a ‘contracted sold volume’, whereby customers subscribe to 
a daily supply of a certain volume (typically 1m3) for which they pay an annual flat fee. As 
metering is limited, consumption is measured using calibrated gauges, which supply a 
predetermined amount of water on a daily basis. There are no additional charges for wastewater 
services. Whilst tariffs vary between WWEs (see table C.2), within each WWE generally a 
uniform tariff applies to all types of customer (domestic, commercial, industrial, public 
institutions)19. The figures quoted apply to the standard subscription rate of 1m3/day. 
 

Table C.2: WWE tariff structures (Source: World Bank, 2009) 

 
 
 
The above table shows the tariffs for unmetered consumption. Note that including all applicable 
fees, BMLWWE and BWWE tariffs amounts to L.L. 236,000 (€110) and L.L. 170,000 (€78), 
respectively. There are two different tariffs for NLWWE, depending on location within the 
service area (branch office): L.L. 190,000 and 140,000 (€89 and 66). 
 
As an example, Table C.3 provides a breakdown of the water tariff for metered and unmetered 
consumption for SLWWE.  

Table C.3: South Lebanon WWE tariff structure 

 Metered consumption Unmetered consumption 

Service charge 175,000 175,000 

Meter maintenance charge 35,000 25,000 

VAT (10%) 21,000 20,000 

Stamp duty 1,000 1,000 

TOTAL L.L. 232,000 

(€109) 

L.L. 221,000 

(€104) 

                                                 
18 New financial regulations require WWEs to shift to commercial accounting. So far this has only been achieved – 
to a limited extent – in the South. 
19 Two different tariffs are applied by NLWWE ‘branches’, the distinction being related to retained water rights in 
some branches, rather than customer groups.  
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Tariffs have risen considerably over the past decade; for example, prices quoted for Saida (now 
in SLWWE service area) were L.L. 99,000 (€46) in 1996 and L.L. 148,600 (€70) in 2002 (ESCWA 
and UNDP, 2002, quoted in Makdisi, 2007).  
 
Following a recent change of law, there are no longer any free entitlements for religious 
institutions and water utilities’ employees. 
 
Wherever meters are installed, WWEs may charge for each additional cubic metre supplied per 
day, though given the general absence of functioning meters or the lack of meter reading this is 
rarely practised. 
 

1.4. Alternative service provision 

Given the intermittent service provided by the WWEs, alternative service providers are a 
common feature of the Lebanese water supply sector. A recent World Bank review notes that 
‘the largest share of sector revenues accrues to private operators. Virtually all connected 
households rely on a combination of public and private water supply to meet their daily water 
needs. Despite the critical role played by private operators, there is very limited reliable 
information that can be drawn upon to assess the private segment of the water market’ (World 
Bank, 2009, p.29). The same source estimated that supplementary private water supply accounts 
for 65% or 75% of total household water expenditure of connected and unconnected 
households, respectively. 
 
Due to the unreliable drinking water quality and poor taste (due to high calcium content) of 
networked water, nearly one third of consumers reportedly prefer to use bottled water for 
drinking purposes (CDR, 2005, quoted in Makdisi, 2007) – bottled water accounting for more 
than half of total household water expenditure (World Bank, 2009). 
 
Most households have storage facilities, but limited supply hours during summer prompt 
demand for private tanker supplies. Whilst these tankers are being recognised as filling a gap in 
service provision, their activities are informal, verging on illegality, and are causing concern due 
to a lack of quality monitoring and repercussions for utilities, who receive unfair blame for poor 
water quality linked with contaminated storage tanks (Nizam, pers. comm.). Charges levied by 
water tankers vary across the country but accurate figures cannot be quoted without a more in-
depth survey. The World Bank (2009) estimates prices to be in the range of 3-6 US$/m3. 
 
It is unclear how many villages remain served by water committees, which strictly speaking are 
now operating illegally. Tariffs levied by the committees are very low compared with the WWEs’ 
official tariff. 
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

A water sector reform process, allegedly driven by international institutions such as the World 
Bank, EIB and AFD, resulted in a reorganisation of the water sector via law 221 (2000), 
amended by Laws No. 241 and 377 (both 2000). Whereas at first the Lebanese Government had 
sought to follow international trends towards introducing private sector participation (PSP) into 
the domestic water market, Parliament blocked proposals for private ownership and competitive 
management of water services under the supervision of a regulatory body. Hence, in the national 
perception the concept of ‘regulation’ remains linked with PSP. 
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Privatisation and independent economic regulation having been rejected, the role of MEW was 
however to change towards a supervisory function with a lower degree of operational 
involvement, with a specific duty to monitor and improve the performance of WWEs. To this 
end, the law provides for the creation of a Performance Evaluation Committee (PEC) under the 
joint authority of the Ministry of Finance (MoF) and MEW. The ratification of a draft Joint 
Decision (decree) to this effect is still pending. As the PEC would be the closest approximation 
to a ‘regulator’ in Lebanon, its envisaged structure and remit will be considered in more detail in 
section 4. 
 
In view of the inefficiencies arising from the previously highly decentralised services, limiting the 
number of players in the sector was a key objective of the reform. It is understood that whilst 
there are a certain legal provisions that fall within the remit of the Ministry of Environment and 
Ministry of Public Health, overall responsibility for the water and wastewater sector is now 
firmly vested with the MEW. The separation of functions is not complete, however. MEW’s 
Directorate General of Electric and Hydraulic Resources remains involved in the 
implementation of large-scale capital investment projects, whilst the Directorate General of 
Exploitation (operation) in its capacity of ‘oversight body’ must be consulted to approve any 
procurement of goods and services worth more than L.L. 200m (€94,000).  
 
Although reform aimed to increase financial efficiency, WWEs were created under the premise 
that water was to remain a public service to be provided to ‘beneficiaries’. The notion of public-
private partnership was not completely abandoned, however, with one management contract 
being awarded to a private firm (in Tripoli, operated by Ondeo from 2003 to 2005). Also, the 
WWEs (or MWE directly, in some instances) commonly award service contracts of limited scale, 
such as for the operation of single pumping stations, to the private sector. Typically running for 
one year only, these contracts are relatively simple in nature, specifying little more than agreed 
budget items. 
 

2.2. Policy objectives  

The guiding principles for water management, including water service provision, are set out in 
the ‘Code de l’Eau’, which has yet to be ratified by Parliament. Drafted in 2005 with French 
assistance, the influence of European thinking is evident. Whilst national water legislation and 
regulations have purportedly been streamlined with the draft Code, it appears at odds with 
current practice observed in Lebanon, notably with respect to tariff setting principles. 
 
According to the Code, public water services should be operated on a commercial basis and 
financed primarily through user contributions. The Code stipulates a ten-year horizon for 
achieving cost recovery, with water and wastewater tariffs to be determined in accordance with 
the user-pays and polluter-pays principles as well as taking into consideration the ‘socio-
economic situation’. It is recognised that State subsidies may be required for capital investment, 
infrastructure renewal and operational expenses during a transition period to avoid ‘excessive 
tariff increases’. 
 
The rationale for the current tariff setting policy is encapsulated by Art. 4(b) of Law No. 221 and 
Art. 2(b) of Law No. 377, which directs WWEs to take ‘into consideration the general socio-
economic conditions of the country’. WWEs demonstrate awareness that the expectation to 
increase tariffs very gradually compromises their financial position, but are pragmatic when 
contemplating tariff increases, which would only be acceptable to the public if preceded by 
noticeable service improvements. The current WWE by-laws allow consumption-based tariffs 
and give the WWEs the authority to charge for wastewater services. 



Annex C – Lebanon 

 68 

 
2.3. Progress review: commercialisation of water utilities 

Even though the two-year transitional period granted to the WWEs’ newly-appointed Boards of 
Directors has long passed, the WWEs remain unable to assume all of their legally assigned tasks. 
The commercialisation process has stalled due to what is being described as ‘over-regulation’, 
administrative delays and a lack of managerial freedom. As far as the proclaimed autonomy is 
concerned, WWEs are subject to clearly defined and arguably rather restrictive rules set out in 
the WWEs’ by-laws, which incidentally were not approved until 2005. The by-laws cover, inter 
alia, financial arrangements for procurement and contract management, organisational structure 
and staffing plan, internal arrangements and operation procedures. 
 
Given the serious understaffing arising from a recruitment ban for public sector positions during 
the civil war and gradual loss of staff due to retirement, recruitment of suitably qualified 
personnel is an urgent priority for WWEs. The WWEs, having to apply public sector recruitment 
procedures and salary schemes, are struggling to fill their new organisational structures. The DG 
of South Lebanon WWE, for instance, pointed out that all but one senior management position 
remained vacant, all branch offices were operating without permanent directors and overall just 
232 of 871 positions were filled by permanent staff.  
 
The official recruitment process, which involves selection of candidates by the national Council 
for Civil Servants and assent by the Council of Ministers, is described as long-winded: having 
requested an additional 117 staff in 2006, SLWWE has only recently been able to secure the 
appointment of ten management positions. On the other hand, the process is designed to ensure 
recruitment on the basis of qualifications rather than political connections and welcomed as such 
(Nizam, Baroud; both pers. comm..).  
 
It is interesting to note that an earlier draft of Law No. 221 foresaw a greater level of autonomy 
for WWEs, giving them the freedom to hire and fire staff. In view of ‘the political situation’, 
these plans were dropped, as other influential stakeholders, notably the MoF, feared a loss of 
control. Accordingly recruitment through the Council of Civil Servants was reintroduced again in 
the budget law, reducing the autonomy given to establishments in Law 221. 
 
Other examples were given to illustrate how cumbersome approval procedures are causing 
substantial delays to the point that the original request for seemingly trivial matters such as staff 
overtime is no longer relevant by the time it is authorised. To circumvent the problem, General 
Directors, who tend to be politically well-connected individuals, are turning to personal channels 
of communication (‘direct line to the PM’), donor assistance and ‘clever’ management of time-
restricted employment contracts to achieve their organisations’ stated goals which are utterly 
reliant on a well-qualified workforce. 
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3. Regulatory framework at a glance 
 
 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set standards & 

guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, 

approve, 

review 

tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament                             

Cabinet     (a)                       

Energy & Water     via by-laws       approve (b)             

Finance     via by-laws                       

Public Health     water quality water quality                     
Ministry 

Environment     effluent quality effluent quality                     

Regulatory agency                             

Other government agencies               (c)     (d)       

Local government                             

Public utilities             set & review               

Major private enterprise                             

Private contractors                             

Micro-enterprise (vendors)                             

NGOs/ civil society groups                             

Customers                             

Courts                             

          

 Key: Level of responsibility/involvement   Notes:    

 legally responsible    (a) Cabinet approves WWEs' by-laws and regulations    

 actively involved    (b) MEW remains legally responsible for large installations, incl. networks    

 responsible and carrying out functions    (c) CDR holds and administers the largest investment budget by far    

 political/professional interest    (d) Central Inspection Authority, Court of Finance    

 emerging activity        
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4. Regulatory design 

4.1. Responsible institutions 

At present, the Oversight Department within MEW (itself established by Law No. 20 in 1966) 
acts as the national water (and power) sector regulator. In practice, its ‘regulatory function’ 
amounts to scrutinising the WWEs’ activities to ensure that applicable regulations (by-laws) are 
respected to the letter, without regard for service outcomes or performance.  
 
The aims and objectives of regulation or supervision, as the case may be, derive from Decree 
No. 4517 (‘General Regulation of Public Establishments’, dated 1972), which in ch.3, s.1, Art.22 
spells out all decisions that require approval by the Oversight Department. Specific ‘regulatory 
duties’ or rather supervisory powers range from approving organisational structures, staffing and 
personnel decisions (with the prior involvement of the Council of Civil Servants), to business 
plans, budgets, and tariffs. 
 
Five members of staff handle this rather extensive range of tasks. It is alleged that the 
controllers, all of them Ministry staff, are insufficiently trained to perform their functions, whilst 
their superior fills his position in acting capacity only. 

 

Under an agreement relating to the newly introduced GTZ-supported performance monitoring 
and benchmarking programme (discussed in more detail in section 5.4), the Oversight 
Department assumes responsibility for managing performance data. 

 

Supervision of drinking water quality falls within the remit of the Oversight Department, 
whereas the Directorate for Hydraulic Resources is responsible for monitoring the quality of 
wastewater effluents, as this impacts on water resources. 

 

Supervisory (auditing) roles are occupied by the Central Inspection Authority and the  

Court of Finance. Whilst the authority to approve decisions rests with MEW, reporting lines 
currently extend all the way to Parliament, via the Committee of Public Works, Transport, 
Energy and Water at the Parliament. 
 
Finally, it is interesting to note that CDR rather than MEW supervised the management contract 
of the former Tripoli Water Authority involving the private sector. 
 
 

4.2. Envisaged changes 

In recognition of the shortcomings of the current practice of administrative control, the revised 
legal provisions now instruct MEW to monitor and enhance the performance of WWEs (Law 
No. 221, Art. 2(10)). Once an agreement has been reached between MoF and MEW, 
performance monitoring will become the task of the Performance Evaluation Committee to be 
created under Law No. 221, Art.6, with its objectives and basic operational procedures set out in 
the Ministries’ Joint Decision.  
 
According to the law, committee membership would be as follows:  
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Civil servant members Contracted specialist members 

Minister (MEW) as President  

General Director of MoF Hydraulic Engineer 

General Director of Exploitation 

(Operations) (MEW) 

Economist 

General Director of Electrical and Hydraulic 

Resources (MEW) 

Legal specialist 

General Secretary: Civil servant from General 

Directorate of Exploitation with at least grade 2 

Business specialist or accountant  

 
Six years’ experience are required for the four specialist, non-permanent members. 
Appointments to the committee will be made via decree of the Council of Ministers upon 
recommendation of the two lead Ministers (MoF and MEW); terms of office are not specified in 
the law. The PEC’s work, including any additional expert assistance that may be requested as and 
when necessary, will be funded through the MEW. PEC will meet ‘in the governing ministry 
outside of official working hours’. 
 
The objectives of PEC as set out in the draft Joint Decision are wide-ranging in scope, whilst 
activities are limited mainly to making recommendations to the Ministry based on ‘evaluation’ 
and ‘examination’ of its areas of interest. Performance evaluation is to be based on performance 
indicators contained in approved business plans. 
 
Detailed objectives are as follows: 

• Evaluating and improving WWEs’ performance, including financial performance 
• Controlling WWEs’ PR and communications activities  
• Evaluating operational performance with respect to the master water plan 
• Examining ‘the appropriateness’ of tariffs 
• Supervising WWEs’ water quality monitoring procedures 

 
Although primarily under the umbrella of MEW, PEC would also report to MoF, the Council of 
Ministers and the Parliamentary Committee of Public Works, Transport, Energy and Water. 
 
 
5. Regulatory processes and tools 

5.1. Licensing/contracting 

WWEs derive their licence to operate from primary legislation (Law No. 221 and its 
amendments), which also specifies service areas. As such, the ‘licences’ do not contain any 
performance standards. 
 

5.2. Standard setting 

Standards exist for drinking water and effluent quality; both follow internationally accepted 
standards. Standards are drafted by the Lebanese Standards Institution LIBNOR, and circulated 
as finalised decrees by the relevant Ministry (in this case, the Ministries of Public Health and 
Environment, respectively). 
 
Further guidelines exist within the framework of the WWEs’ by-laws. Given the current process 
of business planning described below, it would appear that no guidance has been issued with 
respect to business planning procedures. Likewise, there is no clear guidance for setting tariff 
levels, also discussed below. 
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5.3. Business planning 

Business and development plans are required by law (Art. 15 of the WWEs’ internal by-laws – 
which does not stipulate any specific format or content) and must be submitted to the Oversight 
Department for approval. Regulatory guidelines for business planning do not exist; business 
planning so far has been a supported learning process at utility level: all WWEs have prepared 
business plans with the aid of a consultant specialist as part of donor-funded projects. The 
consultant also provided guidance on updating business plans in the future.  
 
South Lebanon WWE, which was supported by USAID for around seven years, is currently in 
its second planning cycle (2009-2013). The business planning process has been proudly described 
as helping to define the Establishment’s mission, organisational values and strategic goals, which 
in the second plan have been refined and ‘become more realistic’. Goals contained in the plan 
are set by senior management (and retiring ex-Directors of the merging Water Authorities) and 
are ‘not affected by any government orders or ideas’.  
 
In the case of SLWWE, the business plan is used for internal management purposes: to evaluate 
past performance, identify priorities and program work and budgets accordingly. The WWE also 
uses its business plan to attract additional (donor) funding to implement its capital investment 
programme. It is not clear to what extent, if at all, business plans are used as management tools 
by other WWEs: the business plan of BWWE (2005) is outdated. North Lebanon Water 
Establishment has only just prepared its first business plan with GTZ assistance – here it is 
expected that this will serve as a principal management tool. BMLWE is currently updating its 
business plan; a draft version has been prepared.  
 

5.4. Target setting, performance measurement and benchmarking 

At the moment, other than ‘standard’ water and wastewater quality targets, the government sets 
no performance targets for water establishments, and consequently provides no incentives or 
sanctions for good or bad operational performance and quality of service.  
 
WWEs’ business plans contain performance targets, set by the Board of Directors, in the form 
of individual Performance Improvement Programmes, which reflect the organisations’ strategic 
goals. This performance/commercial orientation has been prompted by the ‘change 
management’ efforts of international agencies. 
 
GTZ initiated the ‘Lebanon Water Establishment Performance Monitoring and Benchmarking 
Programme’, which finished its pilot phase in December 2009. A common starter set of 
performance indicators (PIs) – covering water supply only – was developed in consultation with 
MEW and WWE staff, taking into account current and projected future data availability and the 
‘perceived importance’ of individual PIs as ranked by sector stakeholders. 
 
Table C.4 lists the agreed starter set of PIs. Also included in the monitoring programme are 
supplemental PIs for internal performance monitoring derived from the WWEs’ strategic goals 
contained in their business plans (for the complete list and further information, see Giantris and 
Chemaly, 2009). 
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Table C.4: Performance indicator ‘starter set’ 

  INDICATOR CONCEPT UNIT 

1 Technical 

1.1 Water coverage 

Population with access to water services/total 

population under utility's nominal responsibility, 

expressed in percentage 

% 

1.4 Water sales 
Total annual water sold expressed by connection 

per month 
m3/conn/m 

2 Financial 

2.1 Unit operating cost 
Total annual Operation and Maintenance (O&M) 

expenses/Total annual volume of water sold 
L.L./m3 sold 

2.2 
Labour Costs as a Proportion 

of Operating Costs (Water) 

Total annual labour costs (including benefits) 

expressed as a percentage of total annual costs. 
% 

2.3 
Energy Costs as a Proportion 

of Operating Costs (Water) 

Total energy costs for water operations only, 

expressed as a percentage of water direct 

operating costs. 

% 

2.5 

Collection rate 

 

This is also a Strategic Goal 

Amount collected for water services, expressed 

as % of the total billed amount for all customer 

categories. 

% overall 

2.7 
Operating Cost Coverage 

(from collections) 
Total collections/Direct operating costs (Water) % 

3 Human Resources 

3.1 Staff/'1000 Water Connections 
Total number of staff expressed as per thousand 

water connections 
# 

3.2 

Training Hours per 

Employee per Year. Also in 

Strategic Goals tied to SOP's 

Total of all qualified training hours for all 

employees as a percentage of total hours worked 

by total permanent full time staff 

Quantity of 

formal training 

4 Quality of Service 

4.2 
Complaints about water 

service 

Total number of Water complaints per year 

expressed as a percentage of the total number of 

water connections 

# of complaints 

per 1000 conn 

4.3 
Drinking Water Compliance 

Rate 

Number of samples in full compliance as a 

percentage of the total number of samples for 

total coliform 

 

Number of samples in full compliance as a 

percentage of the total number of samples for 

chlorine residual. 

% samples in 

compliance for 

total coliform 

 

% samples in 

compliance for 

chlorine 

residual 

 
WWEs will be expected to report to the Oversight Department on a quarterly basis using 
detailed data collection forms (spreadsheets) prepared by the GTZ water programme, and will be 
assisted through capacity building and training activities. 
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A six-month test phase (July to December 2009) following this format demonstrated the extent 
to which the success of the programme depends on political support from the Ministry-
regulator. The exercise was designed to start implementation of performance monitoring 
procedures and identify gaps in existing data management, as well as an opportunity for on-the-
job training for the different data teams in the Establishments and the Ministry. Despite the 
relatively limited volume of data required and the availability of this data, no reports could be 
prepared without GTZ involvement. A failure on the part of team members to recognise the 
importance of performance monitoring as a management tool in day-to-day operations has been 
cited as reason. The result was described as a lack of ownership from their side. 
 
However, recent actions undertaken by the new government in general, and the new Minister of 
Energy and Water show promise. It is anticipated that real enforcement of the required 
procedures will take place. This expectation is reinforced by MEW expressing an interest in 
formally creating the ‘Performance Evaluation Committee’, and its desire to enter into talks with 
the Ministry of Finance to this effect. In addition, data sheets of the test cycle were completed by 
the end of March 2010 with the support of GTZ. 
 

5.5. Tariff setting 

In principle, water supply tariff setting follows a simple procedure: WWEs submit their tariff 
proposals to the MEW’s Oversight Department for approval. The law is silent on the frequency 
of tariff reviews, which means that in practice, tariff setting remains an ad hoc activity. Whilst 
MEW has formal authority to make tariff decisions, these are considered politically sensitive and 
as such involve various informal mechanisms of ‘consultation’ with political stakeholders. 
 
It is expected that tariff structures will be reviewed once metering becomes more widespread. 
Introducing a fixed component is being considered to ensure that a base revenue can be 
collected from second homes, which are common in Lebanon but would generate little or 
unreliable income under a metered regime. 
 
Whilst a tariff structure for wastewater services is currently not in place, the by-laws allow for 
such a tariff to be levied. 
 

5.6. Sector reporting 

Other than the internal reporting between WWEs and the line ministry, there are no sector 
reporting mechanisms at present. Public reporting is unlikely to be introduced in the foreseeable 
future. 
 

5.7. Dispute resolution 

In case of rejection of an Establishment’s submission by the Oversight Department/ MWE 
(submission normally following informal negotiations between the two parties), the WWE has 
the right to formally ask for reconsideration. If the two parties cannot agree on the matter in 
question, the WWE can appeal to the Council of Ministers, whose decision will be final. 
 

5.8. Consumer/stakeholder liaison 

Despite a legal obligation to maintain relations with the public, particularly with respect to 
providing information regarding sensible water use (Law No. 221, Art.2(14)), MWE has no 
communications strategy in place. There are generally very limited efforts to establish links with 
civil society, even at the service provider level, and few non-governmental groups are active in 
the sector.  
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However, donors have begun to support service providers to meet the requirement of liasing 
with customers and conducting awareness campaigns, and GTZ is planning to continue this 
work. As a result of an activity supported by GTZ, SLWWE will soon have a customer service 
centre based in Saida (however servicing the entire WWE). As there are few formal channels of 
interaction with service providers and water authorities, consumers tend to rely on personal 
contacts when seeking to resolve problems are make complaints. However, NLWWE has had a 
customer service centre established by Ondeo as part of the Tripoli management contract and 
BMLWWE now has customer service procedures (documentation and follow-up of complaints) 
in place. It remains to be seen whether and how similar efforts can be extended to the sector 
regulators. 
 
 

 
Key references and interviewees: Lebanon 
 
Date Name Position, Organisation 

18.08.2009 Eng. Ahmad Nizam Chairman of Board and General Director,  

South Lebanon Water and Wastewater Establishment 

18.08.2009 Mahmoud Baroud Acting DG of the Directorate of Exploitation (and also 

Director of the Oversight Department),  

Ministry of Energy and Water 
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MENA region. GTZ MEN-REM – Working Group on Commercialisation in the 
MENA Region. Not formally published. 

Makdisi, K. (2007) Towards a human rights approach to water in Lebanon: Implementation 
beyond ‘reform’. Water Resources Development, 23(2), pp. 369–390. 

World Bank (2009)  Republic of Lebanon water sector expenditure review, draft document, June 2009. 
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ANNEX D – YEMEN CASE STUDY 
 
 
 
 
This case study is based on documentation made available by the GTZ Water Programme in 
Sana’a as well as information derived from interviews with key informants. The field visit was 
undertaken by Mr Dieter Rothenberger, GTZ Water Programme Manager in Jordan, in mid-
November 2009 (see end of report for details) as legal issues prevented the consultant from 
travelling to Yemen. 
 
 
 
 
 
 
  
 
 
 
Abbreviations 

AUWSSU  Autonomous Urban Water Supply and Sanitation Utility 
EPA  Environment Protection Authority 
GARWSP  General Authority for Rural Water Supply Projects 
GoY  Government of Yemen  
JAR   Joint Annual Review 
MoF   Ministry of Finance 
MoPIC  Ministry of Planning and International Cooperation 
MWE   Ministry of Water and Environment  
NJRWSS  National Jihaz for the Regulation of Urban Water and Sanitation Services  
NWRA  National Water Resources Authority 
NWSA  National Water and Sanitation Authority  
NWSSIP  National Water Sector Strategy and Investment Program 
PIIS  Performance Indicators Information System   
TS  Technical Secretariat  
UWSS  Urban Water Supply and Sanitation 
YR  Yemeni Rial 
YSMQCO  Yemen Standards, Metrology and Quality Control Organisation 
 
 
 
 
 
 
 
 
 
Exchange rate 

€1 = 285 YR (January 2010) 
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1. Sector overview 

1.1. Context 

Yemen is characterised by extreme water scarcity, with profound implication for national 
development for one of the world’s poorest countries. Exhaustion of aquifers and high 
population growth are amongst the factors that have led to a decline in per capita water 
resources to no more than 125 m3 (GoY, 2005). The ongoing reform of urban water and 
sanitation services, where a policy of decentralisation, commercialisation, separation of regulatory 
and executive function and private sector participation has been pursued, forms part of the 
national effort to address the water crisis. Under draft legal proposals independent regulation will 
be introduced to this sub-sector in the near future. 
 
 

1.2. Institutional set-up of the water sector  

An ongoing water sector reform is introducing new actors into the institutional landscape and 
redefining the roles of existing ones. Presently, major actors are (fig. D.1): 
 
The Ministry of Water and Environment (MWE, created in 2003) holds overall sector 
responsibility and is tasked with the implementation of the sector reform programme. With 
respect to water supply and sanitation, its role is shifting towards strategic and investment 
planning, and performance monitoring and evaluation. MWE is the current de facto regulator. 
 
Urban water supply and sanitation (UWSS), formerly the remit of the National Water and 
Sanitation Authority (NWSA) and its branches throughout the country, is gradually being 
decentralised to UWSS Local Corporations (LCs), their branches and affiliated autonomous 
UWSS utilities (AUWSSUs), who together are responsible for services to about 95% of the 
urban population (c.f. fig. D.2 for recent progress). The General Authority for Rural Water 
Supply Projects (GARWSP) acts as an apex institution for rural water supply, management 
responsibilities for which are being transferred to Water User Associations (WUAs).  
 

 

Figure D.1: Organisational set-up of the Yemeni water sector 
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Water resource regulation, including abstraction licensing is the remit of the National Water 
Resources Authority (NWRA). The Environment Protection Authority (EPA) is in charge if 
environmental quality regulation and monitoring. Both report to MWE. 
 
The Ministries of Finance (MoF) and Planning and International Cooperation (MoPIC) remain 
key actors in securing sector finance, the former also having auditing responsibilities. 
 

 

Figure D.2: Decentralisation of urban water services as of October 2008 (Source: Gerhager et al. 2009)  

 
 

1.3. Formal water service providers 

1.3.1. Administrative arrangements 

Within the urban sub-sector, service provision is organised according to administrative 
boundaries. NWSA, which is in the process of being phased out, remains a central government 
agency subject to civil service restrictions. Fifteen LCs have been created by Republican Decrees 
as autonomous corporate bodies to serve the population in Governorate capitals. Within their 
respective administrative boundaries LCs are financially and operationally independent and may 
supplement civil service pay with performance-based incentives from their own revenues. Whilst 
contract staff may be recruited from the open market, the status of all permanent members of 
staff – including the Directors General, whose appointments are subject to ministerial approval – 
is equivalent to that of a civil servant. 
 
The same principles apply to AUWSSUs, which were established by Ministerial Decree as 
independent cost centres and operate services in secondary provincial towns under the 
supervision of the Director General. Despite having almost complete financial, administrative 
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and operational autonomy in practice, only negotiating their annual investment budgets through 
the respective LCs, their functions, management responsibilities and status vis-à-vis the LCs 
remain legally ambiguous. Branches of LCs or NWSA enjoy varying levels of autonomy, 
depending on current capacity. Irrespective of administrative arrangements, all utilities’ assets 
continue to be owned by central government. 
 
Not all utilities provide both water supply and sewerage services. 
 

1.3.2. Performance 

Urban water utilities vary in size, the largest being Sana’a and Aden LCs, key performance 
indictors for which can be found in table S.1 below. The table also gives an overview of key 
performance indicators for two smaller utilities: Al-Mokha, with a population of less than 
200,000 and no sewerage system, and Bayt ak Faqih, with fewer inhabitants but providing both 
types of service. Some of the smallest utilities serve less than 2,000 water supply customers. 
Sewerage systems, where they exist, can be as small as ~1,100 connections.  
 
According to official figures, overall water supply and sanitation coverage in urban areas was 
56% and 31%, respectively, in 2007 (Gerhager et al. 2009, quoting JAR 2007). More recent 
unpublished figures show a positive trend, with some providers achieving almost universal water 
supply. Sanitation figures continue to lag behind; available data for selected utilities show 
coverage show access to public sewerage systems ranging from 13% to 96%. 
  

Table D.1: Selected 2007 performance indicators (Source: Hanesh et al. 2008).  

Performance indicators (2007) Sana’a LC Aden LC Al-Mokha WSSU Bayt al Faqih 

Water 82,344 98,222 6,495 Number of connections 

(2007) Sewerage 70,245 85,137 

1,764 

 no sewerage 

system 

2,039 

Water 43% 83% 93% 99% Service coverage 

Sewerage 39% 72% N/A 32% 

Cost recovery (a) 67% 101%  109% 155 

Collection efficiency 90% 95% 104% 98 

Non-revenue water 38% 31 19% 16 

Staff per 1,000 connections 7 10  14 6 
(a) total  actual cost coverage (i.e. total collected revenue, incl. connection charges/total costs incl. 

depreciation) 

 

Though the figures presented above would indicate a comparatively healthy level of cost 
recovery, this actually varies, with some utilities achieving little more than 20% recovery of total 
costs. 
 

1.3.3. Tariffs 

Water services are priced according to different customer categories (domestic, government and 
commercial) and the (metered) volume of water consumed. The high priority of protecting the 
poor is reflected in the utilities’ tariff structures, all of which operate a rising block tariff with a 
‘pro-poor’ lifeline block of 5 to 10m3/month. Whilst tariff levels vary across the country to 
reflect local costs of service provision, the tariff structure is essentially uniform.  
 
Whilst table D.2 illustrates the range of tariff levels applied to the different blocks, table D.3 
shows the old and new tariff applied in Sana’a. The latter retains a uniform (though significantly 
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higher than domestic) tariff for government and commercial customers. Sewerage tariffs are 
usually between 60-80% of the water tariff, and extra charges may be applied (such as a 10% 
service fee and 3% local council fee, in the case of Sana’a).  
 

Table D.2: Range of water and sewerage tariffs in Yemen, 2007 (Taken from Gerhager et al. 2009) 

 

Table D.3: Water and sewerage tariff, Sana’a LC (Source: Sana’a LC). 

Water tariff (YR) 
Sewerage tariff 

(YR) 
Consumption block 

(m3/month) 
2001-08 2009 2001-08 2009 

0 – 10 40 
(€0.14) 

52 
(€0.18) 

32 
(€0.11) 

42 
(€0.15) 

11 – 20 80 
(€0.28) 

104 
(€0.36) 

64 
(€0.22) 

83 
(€0.29) 

21 –30 132 
(€0.46) 

172 
(€0.60) 

106 
(€0.37) 

138 
(€0.48) 

Household 

customers 

>30 160 
(€0.56) 

208 
(€0.73) 

128 
(€0.45) 

166 
(€0.58) 

0 – 20 160 
(€0.56) 

320 
(€1.12) 

128 
(€0.45) 

256 
(€0.90) Government 

institutions >21 160 
(€0.56) 

320 
(€1.12) 

128 
(€0.45) 

256 
(€0.90) 

0 – 10 

‘low users’ 

160 
(€0.56) 

240 
(€0.84) 

128 
(€0.45) 

192 
(€0.67) 

0 – 15  

‘middle users’ 

160 
(€0.56) 

240 
(€0.84) 

128 
(€0.45) 

192 
(€0.67) 

0 –20  

‘high users’ 

160 
(€0.56) 

240 
(€0.84) 

128 
(€0.45) 

192 
(€0.67) 

Commercial 

customers 

>20 160 
(€0.56) 

240 
(€0.84) 

128 
(€0.45) 

192 
(€0.67) 

 
Naturally, the composition of a utility’s customer base has implications for its ability to achieve 
cost recovery, as illustrated in table D.4. It is interesting to note that water tariffs applied by 
water users associations in rural areas, which are in the range of YR 120-180 due to the 
determining influence of fuel prices, generally exceed urban lifelines (Anonymous, 2006).     

 

Table D.4:  Customer distribution and consumption in two utilities (Taken from Gerhager et al. 2009) 
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1.4. Alternative service provision 

Unconnected households often rely on some form of private water supply. The private sector is 
recognised as providing ‘more than 40% of urban demand’ (NWISSP update), either as main 
supplier or providing complementary service supplies as a result of intermittent utility services. 
The ubiquitous tanker businesses and water stores selling ‘filtered’ water in containers also cater 
for utility customers in times of scarcity. Privately operated small-scale networks are less 
common. There is little anecdotal evidence regarding service quality or prices charged by 
alternative providers, although water quality is generally viewed with suspicion and prices 
deemed expensive. 
 
The sector is presently seeking to enhance its understanding of these private agents. It is worth 
noting that national criteria for water coverage have been revised such that tanker supply is 
explicitly recognised as an acceptable means of water supply – provided it meets the stipulated 
safety, availability and affordability criteria and is regulated by the sector (NWISSP Update). 
 
Very little information could be obtained regarding alternative sanitation services. It is 
understood that septic tank emptying services are currently being provided by municipalities and 
the private sector.  
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

The Yemeni water sector has been undergoing a profound reform process since the early 1990s, 
when a World Bank-advised reform study coincided with Dutch and German efforts to secure 
independence of a donor-supported NWSA branch to ensure the sustainability of performance 
achievement. The then Ministry of Electricity and Water approved the founding “Rada’a” 
principles, which had been developed jointly by the Embassy of the Kingdom of the 
Netherlands, NWSA, the World Bank and GTZ. The principles still guide the autonomous 
operations of LCs and AUWSSUs today. 
 
Given the national reform and decentralisation policy pursued by the Government of Yemen 
(GoY) at the time and the joint donor support, opposition on the part of NWSA could be 
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appeased and the reform plans were endorsed in Cabinet Resolution 237 of November 1997 for 
an ‘Urban Water Supply and Sanitation Policy and Strategy Reform Agenda’.  
 
GTZ, through its involvement in the Technical Secretariat (TS) ‘Reform of the Institutional 
Framework in the Urban Water and Sanitation Sector’, has been instrumental in facilitating 
reform implementation. Decentralisation at the service provider level, which continues to be 
accompanied by capacity support measures, was complemented with reorganisation of national 
sector governance through the establishment of a dedicated sector ministry, MWE, in 2003. A 
multi-stakeholder process, in itself a novelty to the sector, aimed at substantiating the policies set 
out in the Cabinet resolution and developing a short to medium term action plan, culminated in 
the publication of the National Water Sector Strategy and Investment Program (NWSSIP) for 
2005-2009, which was approved by the Cabinet and endorsed by development partners.  
 
GoY is seeking to consolidate the reform process by introducing an independent regulatory 
authority. A draft law to this effect, which has been developed as part of a participatory process 
with the assistance of an international consortium of consultants, is currently awaiting approval 
by the Ministry of Legal Affairs.  Lack of political will was partly blamed for this process having 
stalled at present. By consensus between Yemeni stakeholders and the donor community an 
interim arrangement placing a regulatory unit within MWE is being sought until the ‘National 
Jihaz for the Regulation of Urban Water and Sanitation Services’ (NJRWSS) becomes 
operational. A decree to this effect has been prepared and is awaiting approval. 
 

2.2. Policy objectives 

According to the policy objectives first set out in Cabinet Resolution 237/1997 and the revised 
and strengthened strategic targets set out in the most recent update of the NWSSIP, GoY 
pursues the goal of ‘increas[ing] urban water supply and sanitation coverage while keeping 
services affordable to the poor, safe, sustainable and properly regulated’.   
 
The NWISSP Update recognises the current role of the private sector and its potential 
contribution to achieving sector targets, operating alongside ‘service-oriented and business-like 
public utilities with realistic investment programmes’ – and within the formal regulatory 
framework, which the plan envisages to be in place by the end of 2010.  
 
Improving financial viability, stressed as the ‘over-riding objective’ of Yemeni tariff policy in 
earlier versions of the document, remains a key objective. Safeguards to protect the needs of the 
low-income population whilst improving the targeting of subsidies continue to be explored.  
 

2.3. Progress at water utility level 

At the utility level the reform process has been supported by technical and financial assistance, 
with interventions designed to strengthen local management and institutional capacities. Having 
undergone extensive organisational development, staff training, many utilities have been 
transformed into businesses operating on a commercial basis, using modern software and 
management approaches. Efforts have focused on enhancing customer-orientation. Successful 
steps in some utilities included the establishment of customer relations departments to handle 
customer complaints and information centres, with ‘community mobilising workers’ carrying out 
awareness activities, information campaigns and support customer in solving complaints with the 
utility.   
 
As the decentralisation and commercialisation of service provision is gaining momentum (ca. 
95% of the urban population now falls within the responsibility of decentralised utilities) and 
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performance indicators are improving, certain institutional shortcomings are being exposed. 
Transformation of the eligible autonomous Local Corporations and utilities into public 
companies is now under consideration to limit the level of political interference in the affairs of 
the LCs, which remains. With regard to forthcoming introduction of regulation, key challenges at 
the utility level are the introduction of a unified accounting system and unified business planning, 
further work is also required on cost accounting and data management. 
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3. Regulatory framework at a glance 

 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set standards 

& guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, approve, 

review tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament                             

Council of Ministers                             

Water & Environment       (a)     approve               

Planning                             Ministry 

Finance                             

 Legal Affairs  by decree              

Regulatory agency: NJRWSS    encourage   unclear              

Other government agencies     YSMQCO       (b) (c)       

Regional government (Governorate)         via BoD             

Local government                      

Public utilities         propose             

Major private enterprise                      

Private contractors                      

Micro-enterprise (vendors)                      

NGOs/ civil society groups                      

Customers          on-site sanitation           

Courts                             

          

 Key: Level of responsibility/involvement    Notes:    

 legally responsible    (a) via NWSSIP    

 actively involved    (b) EPA, YSMQCO    

 responsible and carrying out functions    (c) Central Authority for Audit and Control     

 political/professional interest         

 legally responsible in future              
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4. Regulatory design 

4.1. Responsible institutions 

Presently, a number of key regulatory tasks remain in the hands of the Minister/MWE, whose 
responsibilities include final tariff approvals, setting performance indicators and monitoring, the 
latter being assigned to an in-house Performance Indicators Information System (PIIS) unit. 
Effluent quality regulation is the remit of the EPA, which supervises wastewater treatment 
installations and operations; the Yemen Standards, Metrology and Quality Control Organisation 
(YSMQCO) is involved in water quality monitoring.  
 
It is envisaged that the MWE’s regulatory responsibilities – concerning urban water and 
sanitation services only – will be transferred to a National Jihaz for the Regulation of Urban 
Water and Sanitation Services (NJRWSS). The new water services regulator would formally liase 
with the three entities with regulatory responsibilities of relevance for UWSS: NWRA, EPA and 
YSMQCO.  
 
The proposed interim unit will be mandated to undertake all necessary preparations for the 
future NJRWSS to become operational upon enactment of the regulatory law. To this end, the 
unit will concern itself with licensing and tariff setting procedures, service targets, the 
performance monitoring and reporting framework (in close cooperation with the PIIS unit), as 
well as instigating stakeholder involvement mechanisms. Staff will receive training with a view 
that they become proficient members of the future regulatory body.  
 
GTZ is mandated to support the establishment of the interim unit, which report directly to the 
Minister, but without regulatory powers as such to avoid it turning into a permanent feature of 
the institutional landscape.  
 
For the same reason, GTZ support, which will include financing the necessary capacity 
development processes and contributing to the operating costs of the unit and remuneration of 
its personnel, will be limited to two years. The organisational structure is to mimic the proposed 
structure of the future regulator, described below. If after this period it is not possible to 
transform the interim unit into an independent regulator, it will automatically dissolve according 
to the decree.  
 
Given this preliminary nature of the interim unit’s tasks, the following section presents the 
proposed regulatory design in more detail. Subsequent sections concerning regulatory processes 
and tools will discuss the present arrangements as well as those envisaged after establishment of 
a regulatory body. Please note that the information draws on the proposals contained in the draft 
law, which may well be subject to revision and amendment. 
 

4.2. Future envisaged regulatory arrangements 

4.2.1. Aims and objectives 

The draft regulatory law contains a comprehensive list of ‘principal objectives’ for the NJRWSS. 
The regulator, which is to ‘promote the republic's water laws and policies’ exists ‘to create, 
promote, and preserve efficient industry and market operations and structures, and ‘to ensure the 
optimal utilization of resources for the provision of Prescribed Water and Wastewater Services’.  
 
These first objectives are followed by access maximization, ensuring adequate supply to 
customers, enabling customers to share into efficiency gains, promoting and safeguarding the 
financeability of providers on the one hand, and ensuring ‘the safety, security, reliability, and 
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quality of service’ on the other, protecting stakeholder interests ‘in a fair and balanced manner’, 
enhancing competition, resolving disputes – all whilst ensuring ‘that regulatory decision-making 
has regard to all relevant health, safety, environmental and social legislations applying to the 
water sector’. 
 

4.2.2. Functions 

The principal functions of the NJRWSS include the following: 
• Advising government 
• Licensing providers, monitoring and enforcing compliance with licence terms 
• Encouraging standards and guidelines 
• Resolving disputes 
• Issuing regulations concerning its own and the regulated utilities’ affairs. 
 
Besides these considerable legislative powers, the law would give NJRWSS powers to set tariffs 
and control investments, monitor and enforce performance against set targets.   
 

4.2.3. Internal organisation and personnel 

Figure D.3 below outlines the proposed governance structure for the NJRWSS. Its main 
decision-making body would be a Regulatory Board, chaired by one of its five non-executive 
members (three of which are to be representatives of the business community, consumers and 
the faculty of economics or water supply and sanitation or engineering, respectively), and 
comprising the Heads of the unit as well as one Director of its three Sections (the executing arm 
of the future NRJWSS). 
 

 

Figure D.3: Proposed NRJWSS governance structure. 

The four Heads/Directors may hold office for up to two five-year terms, and will be formally 
appointed via Presidential (DG) or Prime Ministerial decree, following an open recruitment 
process and nomination by the Parliamentary Committee of Water and Environment. Terms are 
staggered to ensure continuity of regulation. 
 
The current draft law specifies minimum professional qualifications and experience criteria for 
directors, as well as the conditions for removal from office. No member of the NJRWSS may be 
a member of government or be affiliated with any regulated or competing service providers.  
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NJRWSS will determine its own staff remuneration and allowances commensurate with private 
sector salaries paid to ‘individuals with equivalent responsibilities, expertise and skills’.  
 

4.2.4. Funding arrangements 

Licence and other fees are to become the main source of funding for the future regulator. Whilst 
it is envisaged that the regulator should be financed from within the sector, there remains an 
option to access funding from government and donors should this be required. The regulatory 
budget must be approved by the Parliamentary Committee of Water and Environment. 
 

4.2.5. Accountability and transparency 

NJRWSS would be directly accountable to Parliament and legally required to submit annual 
reports on its activities to the President and the House of Representatives. A summary of its 
report and externally audited accounts are to be published.  
 
The law encourages a transparent regulatory process, directing members of the Regulatory 
Council to disclose any direct or indirect pecuniary interest in any matter that is under 
consideration by the Jihaz, performance reports to be published and the regulator to engage with 
stakeholders.  
 
The proposed legislation reserved the right to appeal against NJRWSS’ decisions. Appeals will be 
heard by an ad hoc Appellate Body formed of chief justice of the competent primary court and 
two independent and neutral assessors, the latter with expertise in economics and water 
regulation. 
 
 
5. Regulatory processes and tools 

5.1. Licensing/contracting 

Currently, the Local Corporations derive their mandate from the respective establishing decree. 
The draft regulation law foresees that licensing will become the responsibility of the regulator, 
giving NJRWSS discretionary powers in applying license requirements. As a general rule, all 
service provision requires the authority of a licence, which the law describes as ‘analogous to a 
contract between the Jihaz and the Prescribed Water and Wastewater Services provider and sets 
out the obligations and duties pertaining to both parties’. 
 
Small service providers may be exempted from the licensing process or licence terms adjusted in 
accordance with the provider’s capabilities and public welfare requirements. This stipulation 
recognises the likely capacity constraints with NJRWSS in its early years of operation. Possible 
starting points for regulation of this market, such as a system of voluntary quality checks to 
improve consumer safety and confidence, are under consideration. The provisions of the draft 
law, which proposes regulatory ‘monitoring of drinking water quality control carried out by the 
Water and Wastewater Service Providers and other service providers (tanker trucks, purification 
plants, jerry cans and smaller private networks’, require further clarification (especially with 
regard to realistic time frames). 
 
 

5.2. Standard setting 

Standard setting is the formal responsibility of YSMQCO. The Cabinet Decree assigns 
responsibilities in vague terms, with the result that in the absence of a clearly appointed agency in 
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charge, monitoring and enforcement is not taking place; the same applies to water quality 
monitoring at utility level.   
 
Guidelines or standards for managerial issues, such as business planning, do not yet exist in an 
acceptable standard. In future, NJRWSS would encourage the competent Ministries and 
organisations to issue binding standards and guidelines concerning service provision, drinking 
water quality, technical codes and manuals. The law would allow differentiation of standards for 
different types of provider. NJRWSS is required to consult with the ministries (of Water & 
Environment, Industry, Health, Public Works and Local Government) and the relevant affiliated 
public corporations, service providers, consumers and ‘other interested parties’ when developing 
any performance standard, target or code. 
 

5.3. Business and investment planning 

There is room for improvement of the existing business plans. Utilities currently undergo an 
annual budgeting process, during which financial resources are allocated. To date, investments 
are financed through the investment budget assigned by the MoF to the MWE. Alternative 
(donor) funding for capital investment projects can be requested from MoPIC via MWE. Some 
investments can be covered by certain utilities. 
 

5.4. Tariff setting 

Cabinet Resolution No. 237 stipulates that tariffs should reflect the economic cost of the service 
provided to ensure financial viability and shall be designed to encourage water consumption. It 
specifies the tariff structure, which should consist of two to six increasing blocks, and 
differentiate between different types of consumer and the amount of water consumed. The tariff 
proposed by each utility requires approval by its Board of Directors and the Minister of MWE.  
 
Regular tariffs adjustments do not take place, resulting in tariffs – though set to cover at least the 
costs of operation and maintenance and some electro-mechanical depreciation (100% and 
including electromechanical deprecation 50% target by 2015 (NWSSIP Update)), as a norm – not 
increasing in line with the high rate of inflation or fluctuating exchange rates. Tariff adjustments 
have also not occurred in response to changing government policy with implications for O&M 
costs, such as frequent salary increases or the reduction in energy subsidies.  
 
As the Minister has always approved requests to date, it would appear that pressure to keep 
tariffs artificially low comes from within the companies: Governors as chairmen of the LC 
Boards have displayed reluctance to support the necessary price rises, sometimes because the 
reasons for requesting tariff increases are not sufficiently well communicated by the management 
(or, as the case maybe, there are no compelling arguments in favour of an increase).  
 
The 2005 joint annual sector review noted that there is scope to adjust tariffs without adverse 
effect on poor consumers – its insistent recommendation for the regulator to conduct ‘at least 
one compulsory annual tariff adjustment’ shows the urgent need to create a regulatory institution 
as neither the utilities with their Board of Directors themselves nor the Ministry is in the position 
to encourage realistic tariff increase (JAR, 2007). 
 
Under to the proposed legislation, utilities will be bound by the tariff guideline to be developed 
by NJWRSS. Its dedicated directorate for tariff regulation would not only approve or reject tariff 
proposals, but also liase with the Ministry of Finance to analyse and be part of preparing the 
subsidy schemes that impact upon the service providers’ pricing policies. 
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5.5. Target setting, performance measurement and benchmarking 

A performance indicator information system (PIIS), jointly developed by the key sector 
stakeholders (MWE, NWSA, utilities) with support from TS/GTZ, has been in operation since 
2004. Software-based data collection was adapted from IWA guidelines, using the key indicators 
identified by the MWE listed in table D.5 below. 23 out of 28 autonomous utilities, which 
comprise around 95% of the urban sector, are monitored via the PIIS. Utilities are required to 
report to the PIIS unit on a monthly basis. The under-resourced unit undertakes quality control 
and analysis functions with support of GTZ.  
 
In addition, LCs’ expenditure reports are reviewed by MoPIC concerning funding provided via 
the Ministry. 
 

Table D.5: Key performance indicators, 2006. (Source: Hanesh et al. 2007) 

 
 

There are data weaknesses due to the absence of a unified accounting system or cost accounting 
and misconnections of PIIS and line systems occurring during in course of time. Acceptance and 
usage varies: not all participating utilities are using the system for internal management purposes; 
some of them rather understand it to be a means of reporting to MWE. Data quality tends to 
suffer most where the benefits of monitoring are not sufficiently recognised. Organisational 
development activities within the utilities are planned to address this. Further work is required to 
improve quality assurance: in many cases, IT staff overseeing the system have also taken on 
responsibilities for data entry and checking. ‘Monthly data quality reviews’ have been introduced 
to improve data availability and quality, but in some utilities their effectiveness is limited due to 
structural weaknesses.  
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In 2006 the PIIS served as a basis for initiating a benchmarking process, to encourage 
competition, enable target setting and also to assist utilities with management and investment 
priorities. Sector stakeholders, with technical assistance from GTZ, agreed on a set of eleven 
benchmarks (listed in table D.6), which despite engagement and support from the utilities was 
neither endorsed nor enforced by MWE. It is now expected that benchmarking will become a 
task for the regulator, and that existing benchmarks revised in accordance with the current needs 
and strategic sector targets. 
 

Table D.6: Benchmarks with targets (version 09/2007). Note that there are conditions attached to each benchmark, 
which are not shown in the table.  

No. ‘BENCHMARK’ TARGET 

1 Water supply coverage Annual increase by 1%, 5% by 2012 

2 Sanitation coverage Annual increase by 1%, 5% by 2012 

3 Non-revenue water (NRW) Decrease NRW to ≤ 20%, within 2-5 years, depending on 

size of utility 

4 Zero-reading ratio Decrease to 3% within 3 years 

5 Water quality 95% of samples meet residual chlorine standards 

6 Effluent quality 90% of samples meet BOD standards 

7 Cost recovery O&M + capital 

cost of EM equipment 

100% within 2 years 

8 Collection efficiency 95% within 2 years 

9 Debt period Reduce to ≤90 days (domestic and commercial), ≤180 days 

(government customers) 

10 Staff efficiency Decrease staffing levels to ≤10 - ≤7, depending on utility 

size, by 2014 

11 Complaints Resolve 100% of financial and 90% of technical complaints 

 
Performance of the sector as a whole is monitored against targets set in the NWSSIP and its 
updates. Joint Annual Reviews (JARs) are undertaken by GoY and the donor community to 
evaluate progress against national goals and milestones contained in the action and investment 
plan. JARs include some relevant indicators, such as staff ratios and training, service coverage, 
water production and some financial indicators.  
 
Performance monitoring and benchmarking is set to become the responsibility of the NJRWSS, 
which will be able to set the appropriate performance targets and benchmarks. The proposed law 
makes specific reference to a national information system containing ‘complete and accurate data 
for the development, implementation and monitoring of Prescribed Water and Wastewater 
Services in the Republic’ to be maintained by NJRWSS.   
 
Currently no system of penalties and incentives, financial or otherwise, is in place. Under the 
new legislative proposals, the regulator’s enforcement powers would extent to issuing 
enforcement orders and fines, cancelling or suspending licences and appointing statutory 
managers.  
 
 

5.6. Sector reporting 

MWE currently produces performance reports comparing utilities based on the PIIS. An annual 
PIIS report is printed and circulated to utilities and sector stakeholders, including the donor 
community. At present, reports or its key messages are not yet made available to the wider 
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public, though older versions (2005, 2006) can be downloaded from the website of the Yemeni-
German Technical Cooperation - Water Sector Program. 
 
It will be a task of the NJRWSS to produce and publish an annual performance report, 
comparing providers’ performance with standards and targets. The report is to be made available 
via the regulator’s website, with the intention to ‘promot[e] improved operational performance 
through a “name and shame” psychology’ (IPA et al. 2007). 
 

5.7. Dispute resolution 

Dispute resolution has been described as ‘lengthy and costly’, with ‘negative effects on the 
performance of the public entities’ (MACS, 2008, p.32). 
 
For the future, it is envisaged that unresolved complaints on the part of any customers or water 
service provider may be referred to the regulator for investigation and settlement. 
 

5.8. Consumer/stakeholder liaison 

Whilst MWE ‘engagement’ activities are currently limited to informing the general public about 
the NWISSP update and JAR results via TV (communication with non-experts perhaps requiring 
a little improvement). It is not directly involved in customer complaints handling, but recognises 
the positive effects of GTZ’s efforts to improve customer-orientation and representation at the 
utility level and encourages utilities to undertake biennial customer satisfaction surveys. The 
existing advisory committees to selected water utilities, which have been set up with GTZ 
support stimulated the debate regarding a future regulatory or advisory role of customer groups.  
 
Stakeholder involvement is foreseen as part of the future regulatory arrangements, and will 
become the task of the Communication and Customer Relations Section within NJRWSS. The 
regulator will be responsible for developing suitable customer complaints handling and dispute 
resolution procedures. NJRWSS will be further required to operate a ‘customer service 
“window”’ for direct interactions with customers to identify needs and monitor satisfaction 
levels as well as dealing with unresolved complaints. It is envisaged that the regulator will 
develop appropriate customer interaction strategies in consultation with existing District Service 
Committees, with a view to establish customer service committees as a direct link to customer 
representatives. In addition, it is suggested that the regulator should seek to gauge customer 
opinion by means of holding local ad hoc meetings, focus groups, conducting independent 
surveys etc.  
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Key references and interviewees: Yemen 
 
Date Name Position, Organisation 

14.11.2009 Barbara Gerhager Senior Advisor GTZ Water programme component 1 

 Ibrahim al Mahdi General Manager Local Corporation Sana’a 

 Ziad Shawagfeh Senior Advisor GTZ Water programme component 3 

 Eng. Eryani Minister of Water and Environment 

15.11.2009 Anwer Sahooly Team Leader, Technical Secretariat for WSS Sector 

Reform (GTZ) 

 Mr. Abu Bakr Ayash Head of Water & Energy Dept. MoPIC 

 Dr. Saleh Ba’ashir Member of Water & Environment Committee-

Parliament 

 Eng. Abdul Qader 

Hanash 

Assistant Deputy Minister 

 Jochen Renger Head of Water Programme 

18.11.2009 Anwer Sahooly, 

Barbara Gerhager, 

Jochen Renger 

GTZ Water Programme 

 Eng. Eryani Minister of Water and Environment 

 
 
Anonymous (2006) National Water Sector Strategy and Investment Program – NWSSIP Joint Annual 

Review (JAR) NWSSIP Year 2005 Implementation. Aide-Mémoire June 28, 2006. 
Gerhager, B., Sahooly, A. and Salam, S. (2009)  Yemen urban water supply and sanitation sector reform. 

MEW and GTZ: Sana’a. 
GoY (2005). National Water Sector Strategy and Investment Program, 2005-2009 (NWSSIP), Ministry of 

Water and Environment, Yemen, Sana’a. 
Hanesh, A.Q., Badani, F., Sofi, R., Zubairi, A., Al Koli, S., Laures, C. and Gerhager, B. (2007)  

PIIS Annual Report 2006. MWE PIIS Unit: Sana’a.  
Hanesh, A.Q., Al Koli S.,  Gerhager, B.,.Murshed, A., Sofi, R., Al Talbi E., Al Harethi N. and. 

Badani F., (2008)  PIIS Annual Report 2007. MWE PIIS Unit: Sana’a.  
IPA, MACS and Al Suwaidi & Luqman (2007)  Draft final report: Establishment and development of a 

national water and sanitation regulatory authority. Unpublished consultancy report to Urban 
Water Supply and Sanitation Project, MWE, Republic of Yemen. 

Joint Annual Review (JAR) of NWSSIP (2007)  Summary paper of Urban Water Supply and Sanitation, 
MWE: Sana’a. 

MACS (2008) Consolidating the decentralization in urban water supply and sanitation. Final Report. 
Unpublished. 

MWE (2005)  Joint Annual Review (JAR) of NWSSIP Year 2005, Summary paper of Urban Water 
Supply and Sanitation. MWE: Sana’a.  
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ANNEX E – JORDAN CASE STUDY 
 
 
 
 
This case study is based on interviews with key informants during a field visit 04. – 05.11.2009 
(see end of report for interviewees’ details), as well as information provided by Mr Dieter 
Rothenberger, Programme Manager of GTZ in Jordan, and a review of the documentation made 
available by GTZ and other research reports procured by the consultant. 
 
 
 
 
 
 
 
 
 
 
 
 
Abbreviations 

AW  Aqaba Water, formerly Aqaba Water Company (AWC), and at times still quoted as such 
ERC  Electricity Regulatory Commission 
GoJ  Government of Jordan 
JD  Jordanian Dinar 
JISM  Jordan Institution for Standards and Metrology 
MoE  Ministry of Environment 
MoH  Ministry of Health 
MWI   Ministry of Water and Irrigation 
NGWA Northern Governorates Water Administration 
OMS  Operations Management Support project 
PMU  Programme Management Unit 
WAJ  Water Authority of Jordan 
WRC  Water Regulatory Commission (planned) 
WSAU  Water Sector Audit Unit 
 
 
 
 
 
 
 
 
 
 
 
Exchange rate 

€1 = 1.05 JD (November 2009) 
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1. Sector overview 

1.1. Context 

Jordan’s growing population – owing in part to its strategic and relatively stable position in a 
conflict-ridden region – is putting high pressure on the country’s extremely limited and 
vulnerable water resources. Available supplies have steadily declined to a present annual per 
capita share of 145 m3 (GoJ, 2009). As a result, water demand management is high on the 
agenda, in addition to costly water transfer projects and non-conventional sources being 
considered.  
  
Commercialisation of water services is well under way, under the auspices of a semi-autonomous 
monitoring unit. Ongoing institutional reform processes are to be consolidated under a 
forthcoming new water law, which is planned to introduce independent regulation into the 
sector.   
 

1.2. Institutional set-up of the water sector  

The Jordanian water services sector is primarily administered through the Water Authority of 
Jordan (WAJ), which operates under the umbrella of the Ministry of Water and Irrigation (MWI). 
MWI holds the overall responsibility for the formulation of water strategies and policy, water 
resource planning, research and development, and coordination with donors. 
 
Besides having a range of water resource management functions, WAJ oversees water 
production, treatment and distribution in the Kingdom. Service delivery has been delegated to 
the public water administrations at Governorate or regional level, or the public companies 
replacing them. Within WAJ, a Programme Management Unit (PMU) is in charge of contract 
administration and some basic regulatory functions. The latter are undertaken by a Water Sector 
Audit Unit (WSAU) within PMU, which was established to oversee and develop performance 
monitoring activities and act as a precursor to a future Water Regulatory Commission (WRC). 
 
Responsibility for drinking water quality monitoring to ensure compliance with public health 
requirements is vested in the Ministry of Health (MoH). Water resource protection against 
pollution is the stated role of the Ministry of Environment (MoE). 
 

 

Figure E.1: Organisational set-up of the Jordanian water sector 
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1.3. Formal water service providers 

1.3.1. Administrative arrangements 

Aqaba Water (AW, formerly Aqaba Water Company AWC) was the first autonomous water 
company to be established under private law. Under shared public ownership (between WAJ and 
the Aqaba Special Economic Zone Authority), it has been providing water and wastewater 
services in Aqaba Governorate since 2004. In 2007, the Jordan Water Company, ‘Miyahuna’, 
took over management and operational control of services in the Amman Governorate, which 
had previously been operated by the international private consortium ‘LEMA’ under a 
management contract.  
 
Established as limited liability companies under the Companies Law of Jordan (22/1997), both 
enjoy full financial and administrative autonomy and are no longer subject to civil service 
regulations. Service delivery is subject to ‘Assignment Agreements’, which confer exclusive 
service rights onto the company. In the case of AW, assets are owned by the company; in 
Miyahuna’s case, WAJ retains asset ownership and in return remains responsible for large 
investments.  
 
The establishment of a third public company is in progress: the Northern Governorates Water 
Administration (NGWA) has held responsibility for joint service provision in the Governorates 
of Ajloun, Irbid, Jerash and Mafraq since 2000. NGWA has been allocated ‘considerable powers’ 
with respect to operational competencies, including ‘financial planning, human resource 
development, procurement and the management of the capital investment programmes’ 
(Rothenberger et al. 2009; GTZ, 2009), and is expected to become an autonomous company in 
2010. There are plans for a further company to be founded in Zarqa Governorate near Amman, 
the largest remaining under full public administration, in 2010.  
 
Services in the remaining Governorates continue to be provided by the respective water 
administrations as regional departments of WAJ. For some of them like Madaba, Balqa or Karak, 
involvement of private sector companies to support specific services (e.g. customer service, 
billing and collection) is taking place or should start in 2010.  
 
 

1.3.2. Performance 

Service coverage in Jordan is exceptionally high in the regional context, with connection rates to 
water supply reaching 97% in urban areas and 83% in rural areas. It is worth noting that supply is 
usually rationed: A mere 5.73% of Miyahuna’s customers receive continuous supply (WSAU, 
2009b). 62% of the population are connected to sewerage systems; effluent is reused primarily in 
agriculture (GoJ, 2009).  
 
Table E.1 illustrates the performance of Jordan’s leading water utilities, AW (with ca. 22,000 
water connections in 2007) and Miyahuna (444,610 water connection in 2008).  
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Table E.1: Selected performance indicators for Aqaba Water and Miyahuna (Source: Annual Monitoring Reports 
2008 (WSAU, 2009a and b)). 

Aqaba Water 

Performance indicators Within 

ASEZ 

Outside 

ASEZ 

Miyahuna 

Water 100%(a) 93.43% (2007) 
Service coverage 

Sewerage 90%(a)  

Non-revenue water by volume 21.02% 49.27% 37.27% 

Bill collection efficiency 99.78% 80.40% 99.88% 

Staff per 1000 water and sewerage connections 9.59 26.96 8.23 

Complaints (service/billing-related) 
18% / 
2.32% 

27.76% / 
0.48% 

34.37% / 1.92% 

Operating cost recovery (water and sewerage) 128.27% N/A 77.91% 

Water quality compliance   99.99% 
(a) These 2007 figures are derived from the GTZ commercialisation report. 

 
The striking difference in AW performance within and outside of the Special Economic Zone 
(ASEZ)20 highlights the challenging situation in the more rural parts of the country.  
 
According to WSAU sources, other service providers achieve very low levels of cost recovery. In 
the GTZ-supported water administrations, O&M cost recovery ranges from just over 60% (in 
Balqa and Madaba, the latter with just under 20,000 water and around 7,500 sewerage 
connections) to approximately 83% (Zarqa, with around 128,000 and 92,000 water and sewerage 
subscribers). NRW levels fluctuate around the 50% mark. 
 

1.3.3. Tariffs 

The tariff structure, applicable to all Jordanian service providers, differentiates between 
residential and commercial customers, retaining a lifeline block of 20m3/quarter at a fixed price 
of 5.120 JD (€4.88) for domestic users only. Total combined bill values for water and wastewater 
are based on metered consumption/discharge and are calculated according to the formulae given 
in table E.2 below. Non-residential customers pay a flat rate of 1 JD/ m3 (€0.95) for water and 
0.560 JD/ m3 (€0.53) for wastewater. In addition, there are meter charges and ‘extra fees’, which 
include an electricity surcharge.  
 

Table E.2: Current residential and non-domestic water tariff. 

Consumption block 

(m3/quarter) 
Water charge (JD) 

Wastewater charge 
(JD) 

Meter 
fees (JD) 

Extra fees 
(JD) 

0 – 20 
2.000 (€1.90) 0.670 (€0.64) 

0.300 
(€0.29) 

2.150 
(€2.05) 

21 – 40 
(0.14*volume) - 0.8 

(0.0448*volume) - 
0.224 

0.300 4.150 

40 – 130 (0.006556*volume2) 
– (0.12224*volume) 

(0.003236*volume2) – 
(0.084627*volume) 

0.300 5.150 

Domestic 

>130 (0.85*volume) (0.392*volume) 0.300 5.150 

0 – 5 5.000 2.800 0.300 4.150 

6 – 20 1.000*volume 0.560*volume 0.300 4.150 
Non-

domestic 
>21 1.000*volume 0.560*volume 0.300 5.150 

                                                 
20 The Annual Report notes that the figures are actually likely to be incorrect in the rural areas (WSAU, 2009a). 
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The tariff structure contains a significant cross-subsidy element, with the majority of residential 
customers contributing little to cost recovery in Amman (table E.3), and even less so in other 
Governorates. 
 

Table E.3: Percentage share of total connections, total volume billed and total tariff collected by customer category 
for the first quarter of 2003, LEMA, Greater Amman area (Source: PMU, LEMA data). From: Gerlach and 
Franceys, (2009). 

 
 
 

1.4. Alternative means of service provision 

There is little systematic information concerning alternative modes of water provision. 
According to WAJ figures, 1267 private tankers were registered in Amman Governorate in 2004, 
289 of these owned by industries and hospitals, the remainder owned and operated by private 
individuals (Darmame, 2004).  
 
A survey by Gerlach and Franceys (2009, reporting 2005 data) investigated private water tanker 
businesses in Amman Municipality. Transgressions of government-stipulated selling prices (2 
JD/m3 (€1.90) in summer, 1.75 JD/m3 (€1.67) in winter) were frequent: drivers quoted selling 
prices of 2-3.5 JD/m3, (€1.90-3.33) with field observations noting a 7.5 JD/m3 (€7.14) maximum 
in wealthy suburbs. A household survey in low-income neighbourhoods established an average 
price of just over 2 JD/m3 (€1.90). 
 
Whilst interviewees believe water tankers to be less common outside of the capital, Jordan’s 2004 
Human Development Report quotes residents from South Shooneh (Balqa Governorate) and Al 
Natheef (Amman Governorate) as buying water that way (Ministry of Planning et al. 2004). 
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

Structural reform of the Jordanian water sector began in the late 1990s, in line with overall 
government strategy aimed at converting unprofitable public services into efficient and 
customer-oriented businesses. As part of the government-promoted commercialisation process, 
MWI drafted key policy documents and in anticipation of forthcoming PSP in water sector 
projects created a semi-autonomous Programme Management Unit (PMU).  
 
PMU’s original remit was to act on behalf of WAJ in facilitating the implementation of the 
Greater Amman Water Sector Improvement Program (linked to the management contract), with 
the expectation that transferable managerial and regulatory skills would be developed within the 
unit such that its activities could be extended to the rest of the Kingdom.  
 
Having proven its capabilities, PMU was progressively awarded additional responsibilities. In 
2004, it was granted full responsibility for overseeing capital investment, management of Amman 
water services, PSP activities and ‘regulatory issues’ – the latter referring to performance 
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measurement and benchmarking as well as investigating (and eventually establishing) the 
regulatory requirements and structure to ‘manage’ a commercially operated water sector (PMU, 
2004). By 2009, PMU had become a major player in the institutional reform of the Jordanian 
water supply and wastewater sector (Rothenberger et al. 2009).   
 
Within the framework of the EU-supported Al-Meyyah project, WSAU was formally established 
in 2008 to further develop and implement a nationwide performance indicator system. From the 
outset, WSAU was intended as a transition unit that would develop into a sector regulator; this 
transformation, which enjoys the full support of the Minister (who has been described as a 
‘driving force’ in the process) and has been publicly announced in the revised Water Strategy and 
action plan, is expected to occur in the near future. The preparation of a new Water Law is under 
discussion, possibly supported by GTZ. 
 
The new legislation will define the institutions’ responsibilities in terms of water management 
roles and objectives, not vice versa, as it is currently the case, where each organisation operates 
under its own law. As the ‘parent’ agency’s (WAJ) responsibilities are shrinking, the Water Sector 
Strategy 2008-2022 targets the separation of wholesale (bulk supply) from retail operations 
(service delivery). Under this scenario water distribution may involve the large-scale private 
sector and/or being run by autonomous water companies, whilst WAJ would be transformed 
into the national bulk water provider (whether as a public company or a down-sized public 
entity), with the advantage of control over water abstraction, allocation and transfers remaining 
in public hands. 
 
The early development of regulatory capacity within PMU received technical and financial 
assistance through KfW (providing an expatriate chief technical advisor to WAJ and the co-
manager for the Capital Investment Directorate), GTZ (via cooperation under its operations and 
management support project (OMS), see below) and the EC PMU Support Project, the latter 
providing an expatriate co-director and co-managers for the remaining Directorates as well as 
financing short-term technical expertise as required. The transformation of WSAU into a WRC 
will continue to receive EU-financed technical assistance under the Al-Meyyah project. 
 

2.2. Policy objectives 

The Government of Jordan (GoJ) sets out its vision for the water sector in its 2008-2022 Water 
Strategy, which details the practical steps involved to achieve effective water resource and 
demand management, operational efficiency in service delivery and institutional reform.  
 
The Water Strategy endorses independent regulation of the sector. It recognises the need to 
enhance the efficiency of water distribution by improving planning, operations and maintenance 
as well as enhancing technical, managerial and financial capabilities. It sets specific targets with 
respect to non-revenue water (NRW), which is to be reduced to 25% by 2022. Performance 
monitoring is to support these efforts. GoJ seeks to expand the role of the private sector in both 
water supply and wastewater treatment systems ‘whenever possible’. 
 
In any case, water services are to be operated in accordance with sound commercial principles. 
GoJ is targeting full cost recovery for water supply and wastewater services (including ‘all or part 
of the capital costs’, in the case of water supply) within five years’ time, but remains committed 
to price water services at an affordable level to support the needs of low-income households. 
Water allocation will continue to prioritise domestic demand at a ‘modest share’ of 100 litres per 
capita per day. Differential pricing of water services based on quality of water/effluent, type of 
users, and socio-economic considerations is envisaged. 
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As in previous policy documents, GoJ acknowledges the role of public education and awareness 
campaigns to promote willingness to pay for services, water conservation at the household level 
and an appreciation of extreme water scarcity. 
 

2.3. Progress at water utility level 

Water service provision in Jordan has seen notable improvements as a result of an overhaul of 
business processes. GTZ has been assisting WAJ and its decentralised water administrations 
under its ‘Operations Management Support’ project since 1994, shifting its focus from Amman 
to Aqaba and later the Northern Governorates and, most recently, applying the by now well-
established change management process to the Middle Governorates of Zarqa, Balqa and 
Madaba.  
 
Commercial management practices and customer orientation have also been supported through 
the involvement of international private operators – under a management contract in Amman, as 
well as a management consultancy in the North.  
 
A recent report describes AW as an ‘efficient and vibrant water service entity’ where ‘every effort 
has been made to ensure that customers are at the centre of AW’. It goes on to emphasise the 
‘significant time effort and funding’ required to bring about this transformation. Whilst AW 
enjoys overall more favourable circumstances, Miyahuna was described as facing the challenge of 
a meeting high staff and customer expectations in the face of population growth, dwindling 
resources and rising cost of production (Wilkes, 2008).   
 
In the remaining – and from a water service point of view weaker – Governorates, micro-PSP 
approaches, i.e. the outsourcing of distinct business processes in operations and maintenance, 
have been promoted since the early days of the most recent phase of the OMS project to fast-
track commercialisation and efficiency improvements at minimum transaction cost. Results from 
the pilot project in Madaba, where billing and collection have been undertaken by local private 
operators, are encouraging in terms of enhanced revenue generation for WAJ and improved 
NRW reduction (Rothenberger, 2009; Wilkes, 2008).  
 
The government’s ambitious supply-side plans to address the Jordanian water resource crisis, 
including costly water transfer plans and meeting 31% of its water supply from desalination, will 
affect mainly Amman, but in medium-term most likely also other utilities.  
 
Rising energy costs and future high marginal costs of water from the latest augmentation projects 
(notably the Disi and Red-Dead conveyance projects) and other non-conventional sources (e.g. 
desalination), will put further pressure on utilities. Energy efficiency and cost recovery remain 
difficult but high priority concerns. Customer management requires further attention, especially 
in Governorates where corporatisation and micro-PSP activities have not yet taken place. Whilst 
further efforts are needed to reduce staffing levels, these need to be complemented with efforts 
to retain well-qualified staff. 
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3. Regulatory framework at a glance 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set 

standards & 

guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, 

approve, 

review 

tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament                             

Council of Ministers                            

Water & Irrigation                             

Health                            Ministry 

Environment                           

Regulatory agency          (c )                 

Other government agencies (a)   (b) (b)             (d)       

Regional government (Governorate)                             

Local government                             

Public utilities                             

Major private enterprise                             

Private contractors                             

Micro-enterprise (vendors)                             

NGOs/ civil society groups                             

Customers                             

Courts                         (e)   

          

 Key: Level of responsibility/involvement    Notes:    

 legally responsible    (a) WAJ - via assignment agreements, BOT contracts…    

 actively involved    (b) WAJ - in contracts    

 responsible and carrying out functions    (c) current 'review' and recommend only    

 political/professional interest    (d) Audit Bureau     

 emerging activity    (e) note that courts only enforce penalties on customers, not providers!    

 legally responsible in future              
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4. Regulatory design 

4.1. Responsible institutions and their functions 

Until the (forthcoming) establishment of an independent water regulatory commission, the 
Water Sector Audit Unit within PMU undertakes regulatory functions in the Jordanian water 
services sector. The legal basis for its functions and duties is founded on the financing agreement 
(between the EU and GoJ) of the ‘Al-Meyyah’ project ‘Supporting Management of Water 
Services in Jordan JOR/MED/2004/006-087’. It is also subject to the current WAJ law (No. 18 
of 1988, as amended). The unit’s mandate, objectives organisational design and mode of 
operation are set out in a Charter of Operations (MWI/PMU, 2007). 
 
To date, WSAU ‘regulates’ only commercialised water providers. Miyahuna’s assignment 
agreements explicitly refer to PMU (WSAU) as the ‘Regulator’ until such time as ‘the 
Government has established a national agency to regulate the provision of water and wastewater 
services in Jordan’. Regulatory duties as per these contracts include data collection for 
monitoring (benchmarking) purposes, performance evaluation to recommend ‘appropriate 
action’, periodic inspections and project feasibility reviews21. The current scope of its functions is 
the subject of the following section.  
 
Quality regulation (concerning drinking water and wastewater effluent) is the remit of MoH and 
MoE, respectively. In this respect, MoH oversees all types of water providers, including water 
tankers who require a licence to operate as well as a valid water quality certificate. 
 

4.1.1. Internal organisation and personnel 

Organisationally, WSAU acts as a unit within PMU and as such is staffed with WAJ secondees 
(civil servants) and ‘independent’ employees paid under the Al-Meyyah project. Whilst the 
majority of current employees come from within the sector, the WSAU Director has experience 
in other (regulated) industries.  
 
The present organisational structure (fig. E.2, dating from 2008)) is expected to change with the 
introduction of the WRC, which is estimated to consist of an approximate number of 16 
professionals plus the appropriate number of administrative staff in the first years of its 
operation. The approximately four to six executive members of the commission will be 
appointed by the Council of Ministers or the Prime Minister. Whether or not current WSAU 
staff will be transferred to the RC is a matter of speculation, as appointment will involve 
‘political decisions’.  
 

                                                 
21 In the case of AWC, regulatory duties are shared between the owners WAJ and ASEZA: Whilst the former was 
put in charge of technical standards and service quality, the latter would focus on customer services.   



Annex E – Jordan 

 102 

 

Figure E.2: WSAU organisational chart. (Note that the arrow from above indicates reporting to the PMU Al-
Meyyah Director, the bold arrow from the right cooperation with PMU’s Chief Financial Officer and PSP advisor as 
well as the project and business development unit) 

 
IPA consultants under their EU contract were assisting with staff training, which has included 
study tours to Egypt, England and Wales and Portugal as well as in-country training sessions on 
specific topics such as performance monitoring and benchmarking, business planning and 
licensing conducted by short term experts.  
 

4.1.2. Envisaged changes 

WRC will be an independent legal entity reporting directly to the Prime Minister. Its funding 
sources are not yet clear, but might include fiscal allocations as well as licence fees, donor 
funding and investments.  
 
WSAU has been closely involved in the preparations for the future regulator, and has visited 
existing Jordanian regulatory commissions after which the WRC’s mandate and duties shall be 
modelled. The list of regulatory responsibilities is expected to be extended to include dispute 
resolution (relating to quality and cost of service) and – possibly – tariff setting.  
 
Some interviewees commented on WSAU’s high aspirations for comprehensive sector 
regulation. Under current plans, besides retaining ‘a role’ in standard setting relating to water 
quality and environmental parameters, WRC would become responsible for abstraction licensing 
and materials standards, possibly even with certain functions relating to irrigation water. These 
ambitious proposals are deemed unrealistic by advisors, who expect that WRC will eventually 
settle for the ‘conventional’ core functions (water, sewerage, quality). 
 
It is interesting to note that as with water tanker businesses, the ubiquitous ‘water stores’ selling 
drums of drinking water are overseen by MoH, with no indication that this will be a future area 
of concern or interest for the WRC. 
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5. Regulatory processes and tools 

5.1. Licensing/contracting 

A licensing regime is currently under preparation and would come into force once new water 
legislation has been enacted.  
 
It is understood that WRC would be responsible for licensing of all (utility) service providers and 
contractors undertaking operational tasks. Water tankers, on the other hand, will remain outside 
its remit. 
 

5.2. Standard setting 

In accordance with the Standards and Metrology Law No.22 of 2000, legal responsibility for 
standard setting, ranging from water and effluent quality standard to sampling methods and 
engineering standards, rests with the Jordan Institution for Standards and Metrology (JISM); 
WAJ and MWI staff are represented on its water committee. 
 
The assignment agreements make explicit reference to ‘quality standards and legal requirements’. 
As far as water and wastewater quality are concerned, the contracts refer back to the appropriate 
Jordanian law or standard. Financial accounting and reporting and organisational standards are 
described in general terms. Existing WAJ regulations relating to customer service must be 
adhered to.  
 
The contracts contain further statements concerning ‘general minimum service standards’, which 
do not form part of the business planning/performance measurement procedure. For Miyahuna, 
these were described as essentially corresponding to LEMA’s achievements in its final year of 
operation. AW having achieved 300-400% of the prescribed minimum, for instance, it is high 
time to revisit the agreed minimum standards, as WSAU staff point out, conceding that ‘we have 
to build our capacity in setting minimum standards’. WSAU plans to introduce national 
minimum service standards with additional, customised (higher) standards for each company. In 
this context, it was pointed out that the extent international standards are applicable in Jordan 
remains an unanswered question. 
 

5.3. Business and investment planning 

Business and asset management planning is a contractual requirement and as such overseen by 
PMU. Three-year business plans must be updated annually. Business plans exists for AW, 
Miyahuna and NGWA; all of these have been prepared with strong technical support from 
donors (USAID and GTZ, who are likely going to be involved in developing a business plan for 
Zarqa next) and, in the case of NGWA, also the Managing Consultant Severn Trent.  
 
Whilst the contract authorises PMU to ‘review … business plan preparations and suggest 
appropriate targets for … effective performance measurements’, interviewees speak of the 2007 
business plan having been ‘approved’. As far as asset management and capital investment 
planning is concerned, the regulator is contractually empowered to ‘review project feasibility’, but 
has no explicitly defined role with respect to capital investments. In as much as these form part 
of the business planning process, PMU has an indirect role.  
 
The separation of regulatory and operator roles becomes less clear at the top end of the scale of 
capital investments: Miyahuna, for instance, is contractually responsible for ‘normal’ capital 
maintenance investments and network extensions, whilst WAJ administers the bigger 
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investments required for network rehabilitation and large-scale infrastructure construction. In 
essence, there is then no (truly independent) regulation and/or scrutiny of capital investment.  
` 

5.4. Tariff setting 

According to its Charter of Operations, WSAU ‘has no legal authority over pricing of services’; 
its role is purely advisory in nature. It is not yet known how far the authority of a future WRC 
will extend in this domain.  
 
The current WSAU Director pointed out that delegating tariff setting to a regulator is not a 
completely unfamiliar concept in Jordan, as the example of the electricity regulatory commission, 
which is legally empowered to issue binding electricity tariff instructions, demonstrates. 
 
Water pricing remains a politically sensitive issue. Whilst the Water Strategy envisages operators 
to be able to set cost-reflective customer tariffs (subject to regulatory approval) in the future, a 
recent attempt on the part of Miyahuna to bring tariffs in line with rising costs of production 
came to an unexpected end. Its proposed revised tariff structure, verbal approval for which had 
been secured from the Cabinet, was vetoed by the King.  
 

5.5. Target setting, performance measurement, monitoring and benchmarking 

Starting point for countrywide performance measurement activities, which began in 2005, was 
the set of 138 indicators contained in the IWA manual. Indicators were selected and customised 
to fit into the Jordanian context: for instance, a non-existing indicator of rationing was added, 
and ‘number of subscribers’ replaced ‘number of service connections’ due to the lack of data 
outside of Amman and Aqaba.  
 
Following an extensive consultation process, during which all utilities were visited and 
workshops with top management held, three rounds of screening and trials eventually reduced 
the number of indicators to just 35, with the option to expand as and when necessary. The latest 
version of the performance indicator manual (V07, see table E.5 below) emphasises eleven key 
performance indicators that are deemed highly relevant to the companies’ core business, and lists 
35 further, ‘supportive’ indicators. This new manual will introduce some trial wastewater 
indicators22.  

Table E.5: Performance indicators V07, 2009. 

Nr Code INDICATOR 

Key Performance Indicators 

1 Fi36 Non-revenue water by volume 

2 Fic01 Collection ratio 

3 Fic03 Operating cost coverage ratio water and sewerage (billed revenue) 

4 Op22 Water losses per water service connection 

5 Pec01 Total employees per 1000 water subscribers 

6 QS17 Microbiological water quality compliance 

7 QS22 Non-billing complaints (service complaints) 

8 QS27 Billing complaints 

9 QSc01 Subscribers receiving continuous supply 

10 WQS1 Resident population connected to the sewer systems 

11 WRc02 Water consumption per capita 

                                                 
22 Miyahuna’s Assignment Agreement, for instance, makes specific reference to a draft Monitoring Protocol to be 
implemented and further developed (finalised) by the Regulator. 
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Level 2 Indicators 

1 Op08 Subscriber meter replacement 

2 Op26 Network repair rate 

3 Op27 Water service connection repair rate 

4 Op32 Water quality tests performed 

5 OPc08 Speed of repair of bursts/failures (repair efficiency 

6 Pe16 Training per employee 

7 PHc02 Average unit energy consumption 

8 QS03 Population coverage 

9 QS15 Quality of supplied water 

10 QS18 Physical-chemical water quality compliance 

11 QS20 New connection efficiency 

12 QS25 Water quality complaints 

13 WEnc1 WWTP discharge compliance 

14 WOp34 Sewer blockages 

15 WOp37 Flooding to properties from sanitary sewers 

16 WOp44 Wastewater effluent tests carried out 

17 WQc01 Wastewater application response times 

18 WQc02 Speed of response to sewer blockages 

19 WR01 Inefficiency of use of water resources 

20 WRc01 Water resource use per capita 

21 WRc03 Water savings from water demand management initiatives 

Level 3 Indicators 

1 Fi07 Energy costs ratio 

2 Fic02 Doorstep billing coverage 

3 Fic06 Unit revenue per billed water 

4 Fic07 Unit total cost per billed water 

5 Fic08 Unit running cost per billed water 

6 Fic08a Unit running cost per system input 

7 Fic09 Debtors ratio 
8 Fic11 Operating cost coverage ratio (total revenue) 
9 Fic12 Total cost recovery 

10 OPc02 Water losses per km 

11 PE01 Water employees per 1000 connections 
12 QS10 Continuity of supply (supply index) 

 
Performance reporting (annual and semi-annual) to date is confined to the water companies in 
Aqaba and Amman. It is anticipated that the system will be progressively extended to other 
utilities, as training on business planning and benchmarking continues. In the meantime, WSAU 
seeks to build a database that will enable the regulator to judge data accuracy and reliability from 
historic values. Early trials in Tafileh and Balqa Administrations revealed a serious lack of 
information to the extent that no data has been reported to date. 
  
WSAU has begun to execute auditing functions, especially with respect to technical auditing, 
conceding that this process is ‘still at the beginning’. In addition, companies are subject to 
independent auditing. As WSAU has no powers to undertake separate financial audits, data 
provided by the independent external auditors appointed by companies and WAJ are used to 
calculate financial performance indicators.  
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The Environmental Health Directorate within MoH is and is set to remain the responsible entity 
for water quality monitoring. However, MoH, WAJ and MoE operate parallel water monitoring 
programmes, and it remains unclear to what extent these shared responsibilities result in 
duplication. In future, the three agencies may transfer or share responsibilities with WRC, subject 
to an MOU. There might well be other institutions (such as a drinking water inspectorate 
perhaps) involved in the future – the exact set-up will be confirmed in the new legislation. 
 
In the absence of enabling legislation, WSAU has very limited enforcement powers. 
Underperformance or non-compliance with contractual obligations can be referred to the 
appropriate enforcement agency (MoH, which is authorised to prevent the distribution of water 
declared ‘unsafe’, or the contract administrator/WAJ) for further action. It is expected that the 
updated water law will empower WRC to be able to impose fines on poorly performing 
providers. 
 

5.6. Sector reporting 

The Annual Monitoring Reports, which WSAU compiles for AW and Miyahuna, are currently 
distributed only to the companies themselves, WAJ and the EU representatives (under the Al-
Meyyah Project). Public sector reporting is planned as a future duty of the regulatory 
commission. 
 

5.7. Consumer/stakeholder liaison 

At the moment, WSAU has no direct interactions with end users. WRC, however, is expected to 
play a role in resolving customer complaints and disputes between service providers through a 
dedicated department. Consultations regarding price setting are envisaged, though procedures 
are yet to be developed. WRC will further encourage the establishment of a Consumer Council, but 
refrain from any involvement in its workings.  
 
It is worth noting that the current legal framework supports stakeholder involvement as a 
principle of good practice. However, previous research found ‘cultural attitudes and 
apprehensions … in a low trust society’ being cited as a barrier to engagement beyond 
information and education activities provided by government agencies (Gerlach and Franceys, 
2009). 
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Indicators Manager, WSAU 
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ANNEX F – ALGERIA CASE STUDY 
 
 
 
 
This case study is based on an earlier version written by Mr Frank Sperling, a key expert advising 
the bilateral Algerian-German working group on regulation in the Algerian water sector. Given 
the very recent establishment of the Algerian water regulation authority, a visit to Algeria could 
not be arranged for the consultant. The review is therefore based on information obtained by 
GTZ from the ministerial directorates concerned with regulation; additional written information 
was only available in the form of legal texts. 
 

 
 
 
 
 
 
 
 
 
 
Abbreviations 

ADE  Algeriennes des Eaux 
DA  Algerian Dinars 
DHW  Direction Hydraulique du Wilaya  
DW  Drinking Water  
DWS  Drinking Water Supply  
EPIC  Entreprise public à caractère industriel et commercial  
IANOR Institut Algérien de Normalisation  
MATET Ministère d’Aménagement du Territoire, Environnement et du Tourisme  
MoF  Ministry of Finance 
MoI  Ministry of Interior  
MRE  Ministère des Resources en Eau 
ONA  Office National de L’Assainissement 
PSP   Private sector participation 
SEAAL Société en Eau et Assainissement Alger 
SEAAN Société an Eau et Assainissement Annaba 
WHO  World Health Organisation 
WW  Waste Water 
 
 
 
 
 
 

 

Exchange rate 

€1 = 105.96 DA (September 2009) 
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1. Sector overview 

1.1. Context 

With respect to its considerable national income still guaranteed by oil and gas resources Algeria 
is not to be seen as a poor country. The Algerian water sector, despite being a limiting factor in 
the economic development of the country, holds no priority position in the ongoing transition 
process from a socialist, centrally planned economy towards a social market economy.  
 
Foreign private sector involvement is a key element of efforts to strengthen urban water service 
provision, and provides the impetus for regulation, which was introduced only recently in the 
form of a regulation authority under the ministry in charge. This very recent development 
indicates a slight correction in the attitude of the government to reflect a growing scepticism of 
private engagement in water services.  
 

1.2. Institutional set-up of the water sector  

The political landscape of Algeria consists of the national level (national government) and the 48 
Wilayas (regional governments, chiefs (Wali, or Governors, appointed by the President). The 
about 1,500 municipalities are weak and poor. 
 
The water sector, which is generally described as ‘extremely fragmented’, is primarily 
administered by the Ministry of Water Resources (MRE) and the Ministry of the Interior (MoI). 
Figure F.1 (below) illustrates the complex relationships between key stakeholders within the 
water services sub-sector. 
 
 

 

Figure F.1: Organisational set-up of the Algerian water sector (Source: Sperling, presentation Amman 09/2008) 
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MRE is in charge of policy-making, planning and management of water resources and water 
services, including storm water drainage; industrial wastewater is the responsibility of the 
Ministry of Environment (MATET). Responsibility for service provision – in theory – rests with 
the National Drinking Water (ADE) and Wastewater (ONA) Establishments. MRE 
responsibilities include drafting legislation and investment pre-planning. Budget decisions, 
however, are the remit of the Ministry of Finance (MoF). Specific sub-sectors have been 
allocated to different ministries, desalination, for instance, has been made the responsibility of 
the Ministry for Energy (ME). Cooperation between ministries is generally deemed insufficient.  
 
The generally politically weak and poor municipalities are represented by the Water Directions 
(DHW) at Governorate (Wilaya) level. As the responsible entities for hydraulic engineering 
DHWs play a substantial role in planning and budgeting and are perceived as the most 
professional organisations in the Algerian water sector. With regard to technical matters DHWs 
are subordinate to MRE, but financially to MoF (via the Governors).  
 

1.3. Formal water service providers 

1.3.1. Administrative arrangements 

All operational responsibility is legally given to the publicly owned National Drinking Water and 
Wastewater Establishments (ADE and ONA, both based on public law) founded in 2001 on the 
basis of a decree being under guidance and supervision of the MRE. In accordance with this 
decree, responsibilities for investments remain with MRE, and assets are owned by the State. 
Both ADE and ONA operate on the national level (direction général), regional level (5 directions 
régionales) and local level (unités). ONA’s responsibility for wastewater of communal origin 
includes sewerage networks and wastewater treatment plants. 
 
Transfer of responsibilities from municipalities was successfully completed in the biggest cities 
but is proving a slow process in the rest of the country, where the responsibility for drinking 
water and wastewater services continues to rest with poorly resourced municipalities. The 
relationship between ADE/ONA and municipalities is governed by contracts. DHWs have a 
decisive influence in contract negotiations; their advice governs the flux of money and often the 
contracts are even made directly between ADE/ONA and a DHW. 
 
Consequently, ADE/ONA do not act completely autonomously, but need agreements with 
other implicated parties. This holds in particular for ONA where the infrastructure in general is 
technically and economically more deficient than that of drinking water supply. The fact that fees 
for both (ADE and ONA) are collected by ADE has also caused disagreements between the two 
companies, which are yet to be resolved in full.  
  
ADE/ONA make use of their right to licence ‘competent competitors’ to provide services on 
their behalf. Delegation contracts involving the international private sector exist in the four 
major cities (Algiers, Oran, Constantine, Annaba). The introduction of international private 
companies as management contractors made the foundation of local joint stock companies 
(owned by ADE and ONA) necessary, which serve as licence provider and contractor. So there 
are four stock companies in the four cities with international private service contractors (e.g. 
SEAAL in Algiers). The four existing PSP contracts are estimated to cover more than 20 % of 
the total Algerian population. Pending a ministerial decision in this respect – which apparently 
will not be made before water service regulation starts, private sector involvement is under 
consideration as an option for a further dozen cities. 
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1.3.2. Performance 

Reliable performance information is not available from official sources, and those quoted by 
international organisations are based on national data and hence of no better quality. The 
information quoted below is therefore based on long-term observations of experienced 
consultants working in different levels of the Algerian water sector for GTZ, who would 
describe it as ‘funded hypothesis’. The data presented in table F.1 concerns technical 
performance. 
 

Table F.1: Technical Performance of drinking water and wastewater water services in Algeria 

Technical 

performance  

Dimension  Rural areas  Urban areas  comments  

Connection degree  % population     

DW supply   Strongly 

varying  

In general good, still 

quarters with public 

fountains and water 

sellers  

Officially >90%, but 

depending on 

definition, means 

public fountain = 

supply ?  

WW collection & 

transport  

 low  Very high    

WW Treatment   Very low  Very low  Estimated: < 5  

WW treated 

Drinking Water 

Quantity offered  

lpcd Estimation: 

< 10 lpcd 

Estimated ≤80 lpcd Officially: 120 lpcd 

Drinking water 

quality  

compliance 

with WHO-

standards  

unknown  unknown  frequent spreading of 

water borne diseases  

Treatment degree 

WW  

< 5% WW 

treated 

not fully 

reaching  

international 

standard for  

biological treatment  

Estimated, no serious 

figures available  

Reuse WW & 

sludge, degree  

% Estimated: 

100% 

Estimated: WW 33%; 

sludge 70% 

All reuse illegal, 

because raw WW and 

raw sludge  

Losses in water 

(DW and WW 

networks) 

% of raw 

drinking 

water 

< 10 – 50%  > 50% Most grids not 

rehabilitated;  

 
In general water is not available 7 days a week. The number of days varies considerably from 2 
days to 5 days. In cities with private operators service levels are increasing 
 
With regards to financial performance, cost recovery (by fee) is difficult to ascertain, given that 
costs are not published and even unknown to MRE. Collection rates for public operators are 
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estimated at 50-60% in urban and 30% in rural areas (based on billed amounts) – reflecting the 
generally tolerated ‘equilibrium’ between bad service and non-payment. For privately operated 
utilities cost recovery is better and improving, but exact figures are not available. On the whole, 
an expert would estimate cost coverage to reach less than 40 %, or even less if full costs, 
excluding all kinds of (direct and indirect) subsidies, were considered. 
 
 

1.3.3. Tariffs 

Tariffs are based on metered consumption or general estimates (flat rate, common in rural areas). 
Metered (overall) consumption in big apartment building blocks is shared equally between 
individual households, subdivided in flat fees. Metered consumptions in family homes often 
suffers from technical deficiencies (rare inspection) and/or manipulation, as well as misreadings 
due to the frequent interruption of supply and the type of meters used. 
 
Table F.2 presents the national water and sewerage tariff. 
 

Table F.2: Current water and sewerage tariff. 

          

 Tariffs       Drinking Water Sewerage  

 Decree 12.01.2005       urban rural urban rural  

         [€/m³] [€/m³] [€/m³] [€/m³]  

                  

   up to  250 Litre/day 0.059 0.056 0.022 0.020  

 households up to 550 Litre/day 0.193 0.182 0.072 0.066  

   up to 820 Litre/day 0.327 0.309 0.122 0.112  

   more than 820 Litre/day 0.386 0.365 0.144 0.132  

                  

 administration &                

 commerce       0.327 0.309 0.122 0.112  

                  

 industry & tourism       0.386 0.365 0.144 0.132  

    exchange rate applied: 105.96 DA/€  

 
1.4. Alternative means of service provision  

In certain (rural and urban) areas, either at regular or irregular occasions water is not provided 
for domestic use by public services. This has created a (private) mobile water trading market, 
where water quality and pricing are not controlled. Prices are estimated to be 50 times that of the 
lowest official drinking water tariff. 
  
In response to poor drinking water quality delivered through public networks, many households 
have shifted their drinking water source from tap water to commercial bottled water. Bottled 
water has become a huge and hotly contested market (monopoly of about 10 competitors in the 
country). Prices are more than 3.000 times the lowest official drinking water tariff. 
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2. Sector policy and reform processes  

2.1. Water sector reform 

One of the central challenges of the Algerian government is a great administrational reform, 
which acts as an umbrella with many projects beneath. Big topics are planning, finance, 
administration, education. Central objectives are: preparing a period ‘after the petrol’ or to keep 
young, educated members of the population in the country.  
 
In this umbrella-context the water sector plays a role, but not a key role. As an example may 
serve the project ‘management by objectives’ (led by the Ministry of Finance). This projects aims 
at a multi-annual, transparent and efficient planning of all sectors. There are key projects from 
selected sectors to serve as pilot projects. The water sector, in which billions are spent every year 
with doubtful results, is selected as priority application sector. A second indicator that the water 
sector is not in the first line of reform activities is that the MRE is usually used as a ‘parking 
position’ for ministers waiting for an adequate position. The actual minister was recently (2009) 
withdrawn from his duties for several months to manage the presidential election campaign.  
 
Little has changed in the organisation and human resources of the MRE. The key positions are 
still held by a majority of civil servants who received their professional education in the former 
Eastern bloc countries. Although private sector involvement (PSP) was the government’s 
preferred option for improving performance and efficiency, the chosen approach of delegating 
management of water services to the private sector has not (yet) been followed by building up 
adequate competences within the ministry and the public sector. 
 
The lack of consistence between existing PSP contracts is also seen as problematic. Whilst a next 
generation of contracts is being prepared for a dozen of other cities, projects have been 
postponed to allow for MRE to increase its internal competence in dealing with such contracts 
and the new regulation authority to become operational.  
 
In a report the Conseil National Socio-Economic diagnoses that the water sector suffers a 
fragmentation in key processes. The investment side is over- and the operational side is 
undervalued. This serious technical and economical problem will not be solved by a simple 
privatisation of operation and management. Experts argue that a rebalancing requires a broader 
and holistic approach to sector restructuring, which must be undertaken prior to making 
organisational changes. First and foremost, it is the minister’s duty to assert his competence and 
authority. 
 
The establishment of an Algerian water regulator became possible with the enactment of the new 
Water Act of 2005, which allows for ‘regulation of public water services’ to be delegated to an 
autonomous administrative entity. This regulation authority has been formally and physically 
created. It is still in its organisational start-up-phase. The focus of the Algerian-German 
Technical Cooperation lies in assistance to build up a competent regulation authority with a view 
to stimulate the relevant competence of the MRE at the same time. Given that the private 
contractors are already confronted with serious contractual dissent, the need for autonomous 
and independent regulation function has become urgent. 
 
In the Algerian context, the concept of ‘regulation’ is debated as separate from what is called 
‘réglementation’ in francophone countries. It is stressed that the latter, which describes the 
framework of laws and rules that apply to the sector, is distinct from regulation, seen as the 
‘more or less autonomous set of official functions in order to watch, to control and to guide 
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application of reglementation such that naturally differing interests of implied parties (state, 
public and private service providers) are respected’.  
 
Some confusion regarding the nature of ‘regulation’ arises from the wider application of the term 
(referring to writing of rules and regulations on the one hand and the process of regulation on 
the other) in the English language. What is important to bear in mind is that advisors to the 
Algerian water sector advocate a separation of ‘regulation by rule-making’ and ‘regulatory 
supervision’ in the context of private sector involvement, maintaining that both may rest with 
the same entity so long as no PSP is taking place. Advisors stress that this approach is – amongst 
other countries – applied in Germany, and that the non-separated competence for both 
functions is seen as non-compliance with basic requirements of ‘good governance’. The 
consequences of this rationale for introducing the Algerian Regulation Authority for Water 
Services are discussed below.  
 

2.2. Progress at water utility level 

While the technical competence of the Algerian personnel in the sector is quite competitive, 
poor salaries and centralised decisions play a hindering role. With introduction of the 
international competence of private operators an important impulse for competition was given. 
As a consequence the government will have to pay better salaries to good qualified own personal 
in order not to lose them to the private market.  
 
Other problems noted include:  
• Technical performance does not fully correspond to the ‘state of the art’; maintenance in 

particular is poor or even not undertaken.  
• In general too many personnel are engaged. 
• Technical measures like repair/rehabilitation are often done in an unsustainable manner – 

the experts describing these as ‘tinkering’. 
• Rehabilitation/repair suffer long delays due to complications in procuring spare parts or 

tools, particularly in the case of foreign firms’ operations involving foreign products. 
 
 
 
3. Regulatory framework at a glance  
 

MRE and GTZ have drawn up tables as a basis to characterise the legal and administrative 
framework for water services in Algeria. This mapping exercise, which involved the compilation 
and analysis of existing and relevant legislation and regulations, revealed enormous 
contradictions, ambiguities and gaps, making it impossible even for Algerian experts of public 
law to present a consistent and plausible picture. For this reason, the table included in the other 
case studies has not been completed. 
 

 

4. Regulatory design 

The establishment of an autonomous ‘Algerian Regulation Authority for Water Services’ was 
decreed in December 2009. In line with previous legislation and the regulatory rationale outlined 
above, it is charged with the supervision of operators of publicly or privately managed public 
water services in the execution of their functions, ‘with particular regard to the users’ interests’ 
(Water Law, Art. 65). As such, it is responsible for monitoring and evaluating quality of services 
(i.e. performance) and observing customer complaints. It has no tariff-setting responsibilities, but 
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is asked to analyse costs and ‘to control’ tariffs, which is understood to mean making 
recommendations to correct recognised weaknesses. 
 
Powers awarded to the Authority are defined in general terms as all those necessary to carry out 
its regulatory functions, but its scope of action in general is limited to making recommendations 
to MRE concerning the improvement of service management. As such, other roles (as outlined 
in 1.2) remain untouched. In particular, the Authority will not 
 
• Sign a contract (competence rests with ADE, ONA) 
• Authorize installations or operation (competence of DHW, MRE) 
• Control installations or operations (competence of DHW, water police) 
• Design standards (competence of MRE) 
• Apply directly sanctions (competence of water police) 
• Design regulations (competence of MRE). 
 

Until now, PSP contracts are controlled by an Administrative Council with representatives of 
MRE, ADE and ONA. All contracts will be only indirectly accompanied by the regulation 
authority, which has just started its activities. 
  

4.1. Internal organisation and personnel  

The four members of the Regulatory Authority’s Board are appointed for a once-renewable term 
of five years by Presidential Decree upon recommendation by the Minister of MRE. The law 
does not specify qualifications required for these posts, but excludes any concurrent other public 
or professional activity, elected mandate, or commercial interest in any water sector enterprise. 
Remuneration guidelines for Board and staff and status of any personnel are to be stipulated by 
Executive Decree.  
 
There are doubts as to whether the new regulation authority will be able to find loyal and 
competent personnel to achieve its aim of ensuring that the interest of the public is being 
protected. 
 

4.2. Independence and autonomy 

The Authority reports to MRE on an annual basis, and is subject to financial auditing by an 
MRE-appointed auditor.  
 
Provided with an initial funding of 150m DA from the government, its main future sources of 
funding will be allocations from the national drinking water fund and other State provisions, as 
well as own income from expert consultations etc.  
 
 
5. Regulatory processes and tools 

5.1. Licensing/contracting 

The Water Act of 2005 allows for two types of public-private cooperation:  
 
• Concession, 
• Delegation of management/operation. 
 
While market conditions are not conducive to concessions, only delegation is being actually 
practised in four cases (water services of the cities of Algiers, Oran, Constantine, Annaba). In 
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each of these cases, the contracts cover drinking water supply and wastewater services. This is 
juridically organised with one local contractor each (stock-corporation with ADE and ONA as 
owners). Examples are SEAAL (Société en Eau et Assainissement Alger) and SEAAN (Société 
an Eau et Assainissement Annaba). The contracts are not identical. In the case of Algiers, the 
first contract, all big entrepreneurial risks rested with the Algerian side. The subsequent three 
contracts contained clauses allowing for reward and punishment of the private contractor in case 
of better or worse performance. A third generation of contracts is under preparation.   
 

5.2. Standard setting 

The Algerian system distinguishes between (legal) national standards, national technical rules 
(MRE) and internal technical rules (establishments).  
 
The national institute of standardisation IANOR is the sole legal source of national standards. 
MRE has not yet applied the right to initiate a process to standardise a product or process, which 
is exclusively given to the responsible ministry. As a result, the framework of existing standards 
consists of fragments of national technical rules whose obligatory nature is unclear, and which 
are therefore widely disregarded. In the absence of a coherent set of national standards, the 
application of a wide variety of international standards through the techniques and procedures 
applied by contractors is to be seen as problematic and requires urgent attention. 
 
ADE and ONA as national establishments do have a set of own technical rules, defined by them 
for internal use. 
 

5.3. Business and investment planning 

The financial planning process in the Algerian water sector is an interaction between MRE, MoI 
(DHW) and MoF. In order for MRE and MoI to present their annual budget proposals to MoF, 
the budget needs of the water sector are aggregated from the bottom up in two lines via 
ADE/ONA to MRE (pleading ‘rational requirements’, in as far as this is possible, given the 
circumstances) and via DHW to MoI (the avenue of arguing in terms of local or regional 
priorities), respectively, and then negotiated with the granting MoF. After a harmonisation 
process, in which the position of MRE is not the strongest, the budget is presented by MoF.  
 
To date, there is no multi-annual financial planning. Projects covering several years are assigned 
to ‘special budgets’. Though MoF is piloting a new mean term financial planning tool (‘planning 
by objectives’), which has to be implemented in 2011, this fact has been long ignored by the 
responsible structures in the MRE and there been no interest within the sector.  
 
Investments play a dominant role in the budgeting process; operation, maintenance and 
rehabilitation are not considered. To underline the systemic problem: management contracts for 
the four cities where PSP is taking place are regarded as (external) ‘investments’. Neither 
ADE/ONA nor any smaller operators actually have business plans at present. 
  
The budgeting process is further undermined by the widespread ignorance surrounding the 
actual cost of service, aggravated by misrepresentations on the part of ADE and ONA, which 
tend to publish inflated figures (in order to enrich their future negotiation base) and in cost 
categories never represent a full base enabling comparisons. Experts dismiss the cost fragments 
that are available to MRE as not useful, but acknowledge that ‘cost is rather difficult to evaluate, 
because its different sorts are paid by various budgets or are even not in any case accounted’. 
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5.4. Tariff setting 

Tariffs are decreed by the prime minister. That means they have to be approved by the cabinet 
and the president. The respective decree formulates – among other requirements – that tariffs 
‘should cover the whole or parts of the charges bound to operation, maintenance, renovation, 
rehabilitation and development of infrastructures and accompanying hydraulic installations’.  
 
The extremely low tariff levels bear no relation to the actual cost of service, but rather stem from 
the desire to guarantee ‘reasonableness’ within the given socio-economic context. In a sense, it is 
a remnant of the socialist period when the State was regarded as the provider of all basic needs. 
Given the makeup of society and current employment patterns, any move towards introducing 
cost-reflective tariffs would require profound changes at a different level.   
 
Nevertheless the new water act gives the regulation authority the competence to control 
‘appropriate’ water fees (i.e. tariff payable by the consumer). An ‘appropriate’ water price in first 
line will be paid by the Algerian state to the private operator but not be transferred to the 
consumer. Costs, fees and prices will remain a sensitive topic for the foreseeable future, and the 
regulation authority will need to be able to demonstrate its competence before recommending 
anything but the smallest correction (recommendations which are likely to remain restricted to 
confidential discussions, at least initially).  
 

5.5. Target setting, performance measurement and benchmarking 

Although the Algerian water sector defines modern policy targets, they remain cloudy and not 
measurable. An attempt of the state secretary of MRE to define a working set of indicators to 
measure the progress in the sector failed because of dissension among the directors within MRE.  
 
Official sector statements announce absolute figures (e.g. volume of water added to the 
resources in a particular region, or amount invested in a particular project, total number of 
plants, population connected etc.), which are of minor value when trying to estimate 
development or to compare performance. As under the ongoing financial reform indicators will 
gain importance, the GTZ Water Programme Algeria has entered discussions with MRE about 
sector performance on the basis of IWA water supply indicators, the IWA study on wastewater 
being not yet available in French. A MRE-GTZ working group on Algerian regulation in the 
water sector (consisting of three designated members of MRE and the GTZ experts) defined the 
following 14 groups of performance indicators as proposal to characterise quality of water 
services: 
 

1. Drinking Water Supply 
a. Access 
b. Periodicity 
c. Quantity 
d. Quality 
e. Tariffs 
f. Efficiency 
g. Complaints handling 

 
2. Wastewater 

a. Access collection system 
b. Access treatment system 
c. Quantity 
d. Quality 
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e. Tariffs 
f. Efficiency 
g. Complaints handling 

 
Each of these indicator groups is represented on the operational level by about 4 performance 
indicators. In total, about 60 performance indicators covering drinking water supply and 
wastewater service have been put forward and released to the press following discussions within 
MRE and with other donors. 
 
None of these or other water service performance indicators applied by the authority in charge, 
MRE. It is not known that any other relevant institution (ADE and ONA) is systematically 
measuring and aggregating service performance indicators. In any case we can assume that – 
irrespective the quality of measurements at individual installations – aggregated indicators most 
probably represent an inhomogeneous population of data.  
 
The regulation authority will, as one of its first measures, need to identify a set of suitable 
performance indicators and pay attention to its general application. It is yet unclear whether the 
complete set will be used, or a slimmed down version agreed upon. The general shortcomings 
identified above preclude the introduction of benchmarking, even though there is some interest 
in the concept. 
 

5.6. Sector reporting 

There is no intra-ministerial regular meeting on performances in the sector. Figures are gathered 
if the minister or the secretary of state faces the media and prepares himself for possible 
questions. In those cases the published results are given in absolute figures which are in general 
of minor significance while being impressive because of large figures.  
 
Hence, a (regular) sector report does not exist. In view of current political practice, transparent 
sector reporting would appear unlikely in the future. One of the tasks of the Regulation 
Authority is reporting. Obligatory annual reporting of the RA may initiate a (as first step: 
internal) sector performance report given by MRE. 
 

5.7. Consumer/stakeholder liaison 

Given the history of the country, there is no tradition of public consultation or involvement in 
the sector. At present it would appear that participation is not on the regulator’s agenda. Indeed, 
the mindset of service providers and decision-makers needs to change to acknowledge the role 
of the general public as customers. GTZ is supporting this process, having assisted in the 
establishment of customer offices in big cities to inform customers and enable complaints.  
 
There is a thought that once details of customer complaints handling are published in what is 
described as ‘one of the most free and aggressive national press with a tendency to publish every 
failure as failure of the authorities’, progress can be made. 
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ANNEX G – EGYPT CASE STUDY 
 
 
 
 
This case study is based on information provided by Mr David Milnes, GTZ Policy Advisor, 
interviews with key informants during a field visit 18. – 22.10.2009 (see end of report for 
interviewees’ details), as well as a review of the documentation made available by GTZ, EWRA 
and other research reports procured by the consultant. 
 
 
 
 
 
 
 
 
 
 
 
Abbreviations 

AIR  Annual Information Return 
BWDC  Beheira Water and Drainage Company  
EEAA  Egyptian Environmental Affairs Agency 
EWRA  Egyptian Water and Wastewater Regulatory Authority  
GoE   Government of Egypt  
HCWW  Holding Company for Water and Wastewater  
LE  Egyptian Pound 
MoE   Ministry of Environment  
MoF   Ministry of Finance  
MoH    Ministry of Health  
MoHUUD  Ministry of Housing, Utilities and Urban Development  
MWRI   Ministry of Water Resources and Irrigation  
NOPWASD  National Organisation for Potable Water and Sanitary Drainage  
PAU    Policy Advisory Unit  
PI  Performance Indicator 
WPRR  USAID-funded Water Policy and Regulatory Reform project 
 
 
 
 
 
 
 
 
 
 
 
Exchange rate 

€1 = 8.21 LE (October 2009) 
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1. Sector overview 

1.1. Context 

Egypt, the Arab world’s most populous country, reportedly ranks among the best lower middle-
income countries in providing improved water services (SIWI, 2008), despite continuing 
struggles to meet water needs in the face of declining per capita resource availability. The 
ongoing reform of its recently commercialised water services sector is expected to culminate in a 
forthcoming new water law23, which will consolidate the position of the water regulatory 
authority.  
 

1.2. Institutional set-up of the water sector  

Following a number of recent organisational changes, the key actors in the Egyptian water 
services sector are as follows (c.f. figure G.1): 
 
The Ministry of Housing, Utilities and Urban Development (MoHUUD) holds overall 
responsibility for policy development and the provision of water and wastewater services, which 
are operated by the regional subsidiaries of the national Holding Company for Water and 
Wastewater (HCWW) under supervisory control of the Egyptian Water and Wastewater 
Regulatory Authority (EWRA). Planning and supervising the construction of new infrastructure 
is the remit of the National Organisation for Potable Water and Sanitary Drainage 
(NOPWASD). Completed projects are handed over to HCWW’s subsidiary companies. All 
agencies fall under MoHUUD, but the Ministry of Finance (MoF) allocates any necessary finance 
directly to HCWW and NOPWASD. 
 
The Ministry of Water Resources and Irrigation (MWRI) is responsible for water resources 
management, including abstraction and discharge licensing. The Ministries of Health (MoH, 
formerly Ministry of Health and Population) and Environment (MoE) have policy-making and 
monitoring responsibilities for drinking water and environmental standards, respectively. 
 

 

Figure G.1: Organisational set-up of the Egyptian water sector (Source: GTZ, 2009) 

                                                 
23 Please note that the draft water law referred to in this report and any quotes thereof relate to the May 2009 
version, which are likely to have changed. A current version could not be obtained for review. 
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1.3. Formal water service providers 

1.3.1. Administrative arrangements 

The majority (23 out of 24) of former water departments within the country’s Governorates, 
now numbering 28, have now been transformed into subsidiaries of the national holding 
company, the latter being mandated to ‘purify, desalinate, transport, distribute, and sell drinking 
water, and to undertake the collection, treatment, and safe disposal of wastewater’ (Pres. Decree 
No. 135/2004, Art.2). Separate water and wastewater companies exist in Cairo and Alexandria. 
Service areas largely correspond with administrative boundaries, but are not specifically defined 
in the (ministerial) creation decrees.  
 
HCWW and its affiliated water and wastewater utilities enjoy full financial and administrative 
autonomy, granted under the Public Business Sector Companies Law No. 203 of 1991. Asset 
ownership was transferred from regional government authorities to the companies. Civil service 
regulations no longer apply to utilities, allowing greater freedom in hiring, firing and managing 
staff. The law explicitly mentions ‘net profits’, a share of which may be distributed to the 
company’s employees (ch.5, Art.33). In practice, however, many subsidiaries remain financially 
dependent on HCWW as the recipient of MoF subsidies. In addition, many operators receive 
technical and operational assistance from the parent company, which also exercises final control 
over subsidiaries’ organisational and investment decisions.  
 

1.3.2. Performance 

According to official figures, water supply coverage is 100% in urban and 98% rural areas. 
Although wastewater networks and treatment capacity have been increased significantly over the 
past decades, coverage lags behind at 60% and 11% in urban and rural areas respectively 
(EWRA, 2009). The wastewater sector has been designated as a priority investment area. Here 
the private sector is involved under BOT schemes. 
 
Table G.1 gives an overview of key performance indicators for Greater Cairo and Alexandria 
water companies. 

Table G.1: Selected performance indicators for Greater Cairo, as reported in the 2007/08 EWRA (undated) report 
and Alexandria, as reported in ARD (2005). 

Performance indicators 
Cairo Water 

Company (2008) 

Alexandria Water 

Company (2004) 

Water 100% 92% 
Service coverage 

Sewerage 99% 63% 

Non-revenue water 34% 30% (UFW) 

Bill collection efficiency 38% 81.4% 

Staff per 1000 water and sewerage connections 12.3 4.0 

 

The level of cost coverage, though generally well below cost recovery (Biesinger and Makary, 
2009), varies greatly between companies. On the upper end of the spectrum, Alexandria Water 
Company, one of Egypt’s leading water utilities, generates sufficient revenue to cover not only 
operating and maintenance (O&M) costs including depreciation, but also manages to service a 
proportion of its debts (ARD, 2005). Latest figures for 2007/08 provided by EWRA show only 
one of 16 companies not recovering O&M costs, and two recovering ‘all cost’.  
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1.3.3. Tariffs and subsidies 

Despite generally low levels of metering24, the current tariff structure is based on increasing block 
structures for different customer categories, which mainly distinguish between domestic, 
commercial, institutional and governmental service users. Table G.2 shows the current domestic 
tariff, which is applied throughout the country with some variation and to which there has been 
little adjustment over the past fifteen years other than some utilities switching to a ‘simple block’ 
calculation. Some utilities apply a ‘minimum charge’ equal to the first consumption block.  
 

Table G.2: Current domestic water tariff. 

Consumption block 
Water tariff  

(LE/ m3) 

0 – 10 m3/month 0.23 (€0.028) 

10 – 20 m3/month 0.25 (€0.030) 

20 – 30 m3/month 0.27 (€0.030) 
Domestic 

>30 m3/month 0.35 (€0.043) 

 
In general, the first three consumption blocks are subsidised, with the overall government 
subsidy to HCWW amounting to 410m LE (€49.9m) in the past financial year (Hasan, pers. 
communication). The following tables illustrate the level of cross-subsidisation within the tariff 
structures using the example of Beheira Water and Drainage Company (BWDC), also a well-
performing utility.  
 

Table G.3: Tariff structure, connections and revenue pattern, BWDC. From Biesinger and Makary (2009). 

 
 

 

 

 

 

 

 

 

 

                                                 
24 The practice of ‘collective metering’ of entire buildings is widespread. Biesinger and Makary (2009) report that 
85% of domestic connections in Cairo are either unmetered or collectively metered. 
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Table G.4: Domestic connections and revenue pattern, BWDC. From Biesinger and Makary (2009). 

 
 
A recent study reported limited data access for non-domestic tariffs and wastewater tariffs 
(Biesinger and Makary, 2009). The latter are charged as a surcharge to water tariffs, typically 
amounting to around 35%. 
 
Water charges for connections with no or no individual meter are based on estimates derived, 
for instance, from the size of dwelling and/or the water usage in similar properties, or by 
dividing the total consumption of a block by the number of apartments in it. 
 
Over the past two years, annual tariff revenues (approx. 2bn LE) have fallen short of the cost of 
O&M and infrastructure renewal/replacement (approx. 3bn LE). The shortfall has been covered 
by 0.4bn LE/yr in O&M subsidies provided directly to HCWW and 0.6bn LE/yr in renewal/ 
replacement subsidies, which are routed via NOPWASD. Infrastructure investment funding (for 
new capital work), which is currently estimated at 10-15bn LE/yr, is provided to NOPWASD, 
who construct the assets, and hand them over to HCWW/companies free of charge – 
sometimes after a period of operating them for a while to protect the companies’ books.  
 

1.4. Alternative means of service provision 

Given the poor state of water service provision, households generally rely on ‘coping 
mechanisms’. The use of storage facilities is legally sanctioned, as property owners are required 
to install and maintain tanks and pumps required to provide water to residences located 15m 
above ground level (Draft Water Law). The use of bottled water for drinking purposes appears 
to be widespread.  
 
There is little more than anecdotal evidence of alternative water and sanitation service providers 
operating in Egypt, mention of which can be found in publications about poverty and informal 
settlements. Water reselling is mentioned in Sabry (2009) and Kipper and Fischer (2009), the 
former quoting prices of 50p to 1 LE (€ 0.06 - 0.12) per jerry can. There are rumours of 
alternative water providers charging up to 400 times the official tariff during a recent typhoid 
outbreak linked with the networked supply. Tanker collection services for sewage sludge can be 
found in poor areas, where sewage trenches are dug or barrels buried. Emptying costs between 
50 and 80 LE (€ 6.1 - 9.7), twice per month (Sabry, 2009).  
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2. Sector policy and reform processes  

2.1. Water sector reform 

Commercialisation of the Egyptian water sector dates back to the mid-1990s, when by 
establishing the first three commercial water utilities the Government of Egypt (GoE) provided 
the basis for technical and financial assistance projects to improve service provision. The 
transformation of the remaining Governorate water departments into autonomous organisations, 
in accordance with Presidential Decrees 135 of 2004, has nearly been completed. 
 
2004 also saw the introduction of an economic regulator for the sector, which will be the main 
focus of subsequent sections of this report. Whilst the current executive director of the Egypt 
Water Regulatory Authority (EWRA) was described as a key driving force in this development, 
USAID provided and/or financed legal and institutional support for the creation and 
operationalisation of the regulator via its Egypt Water Policy and Regulatory Reform (WPRR) 
project. The project continues to provide technical services and resources to EWRA and its line 
ministry, MoHUUD. 
 
Another key external player in the water sector reform has been the EU, which pursues a policy-
based programme, and funds advisory services to EWRA. German-Egyptian Development 
Cooperation focuses on capacity development at HCWW and subsidiary company level, rural 
sanitation and, more recently, on service provision in informal areas. GTZ has also been 
supporting the Policy Advisory Unit (PAU), which was created by MoHUUD in 2007 to 
coordinate the strategy and policy reform processes. 
 
A draft new water law is expected to pass through Parliament by March 2010. It is expected to 
empower the regulator further. Please note that the proposed legislation was not available for 
review for this study. 
 

2.2. Policy objectives 

A clear policy statement to guide the future development of the water services sector does not 
exist. PAU’s propositions to this effect are being widely discussed, but reaching agreement on 
the exact content and wording of a document outlining GoE policy and strategic approaches 
(which exists in draft form) has not been successful so far.  
 
However, the profound changes introduced under the ongoing sector reform allow some insight 
into underlying guiding principles. It is clear that there is a commitment to water and wastewater 
service provision in accordance with commercial principles, and a strong desire to increase 
efficiency and cost-effectiveness. Whilst the sector is eventually expected to become financially 
self-sustaining, GoE is committed to extend services and protect basic water entitlements by 
requiring adequate customer protection mechanisms to be put into place, in particular for the 
low-income population25. Demand-management and polluter-pays principles are to be 
introduced to protect the water resources and the natural environment. Private sector 
participation is proceeding with caution. 
 

2.3. Progress at water utility level 

Poor quality of infrastructure, inadequate budgets for operations and capital maintenance, 
exacerbated by extremely low tariffs, overstaffing combined with a shortage of qualified staff, as 

                                                 
25 Note that up to 40% of Egyptians live near or below the poverty line. 
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well as a lack of business planning and poor leadership are some of the constraints reported as 
facing the Egyptian water and wastewater sector (SIWI, 2008, and field visit interviews).  
 
However, some utilities such as Alexandria Water Company, to name but one, have already 
undergone a successful transformation into customer-focused, forward-planning organisations 
that are striving for financial self-sufficiency. Donor-support has been instrumental in these 
achievements. 
 
The weak capacity of many subsidiary companies strengthens the position of HCWW, which is 
reflected in the organisation’s expanding staff numbers far beyond the initially planned lean 
structure. The holding company’s efforts to increase performance at utility level have focused on 
leakage control, developing local managerial capacity, monitoring and evaluating performance 
and enhancing customer services. 
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3. Regulatory framework at a glance 

Activity  

Stakeholders 

License 

service 

providers 

Allocate 

finance, 

approve 

budgets 

Set standards 

& guidelines 

Set 

performance 

targets 

Provide 

incentives 

& penalties 

Approve 

business 

plans 

Set, 

approve, 

review 

tariffs  

Design & 

implement 

investment 

projects 

Operate & 

maintain 

services 

Monitor 

performance Audit 

Report to 

public on 

service 

outcomes 

Enforce 

penalties 

Communicate 

with &/or 

involve 

consumers 

Parliament     via legislation                       

Cabinet                               

Housing, Utilities, Urban Dev.     technical                       

Health & Population     WQ             W&WWQ          

Environment                    WWQ?         

Water Resources & Irrigation     WWQ              WWQ         

M
in

is
tr

y
 

Finance                               

Regulatory agency     service level    ?                   

Other government agencies                             

Regional government (Governorate)                             

Local government                             

Public utilities       HCWW HCWW       utilities HCWW         

Major private enterprise                 ?           

Private contractors                             

Micro-enterprise (vendors)                             

NGOs/ civil society groups                             

Customers                 rural sanitation           

Courts                             

 

Key: Level of responsibility/involvement 

legally responsible    emerging activity   

actively involved    legally responsible in future   

responsible and carrying out functions    remains involved in future   

political/professional interest         
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4. Regulatory design 

4.1. Responsible institutions and their functions 

The ‘Drinking Water and Sanitary Drainage Regulation and Consumer Protection Agency’ 
(known as Egyptian Water and Wastewater Regulatory Authority) was established in 2004 by 
virtue of the Presidential Decree No. 136 (as amended by Pres. Decree 227/2007) ‘to regulate, 
follow up and control all that is connected with the drinking water and sanitary drainage activities 
at the level of the Republic’. EWRA was further mandated to facilitate the achievement of high 
levels of service performance and customer satisfaction at ‘the most suitable prices’ (Art.2). 
 
Specific functions and powers include verifying service providers’ (as yet non-existent) master 
plans, providing technical assistance to projects and monitoring performance against (undefined) 
technical, commercial, financial and economic standards and efficiency potentials, studying tariff 
requests, ‘guaranteeing the quality of (technical and administrative) services, publishing 
information (though with educational intent), verifying customer contracts and following up on 
customer complaints. Powers to access the necessary data were strengthened through MoHUUD 
Decree No.115 of 2007. The new water law is expected to grant powers to fine companies, for 
instance for non-compliance with reporting requirements. 
 
Regulatory (standard setting and monitoring) responsibilities regarding drinking water and 
wastewater effluent quality are shared between the Ministries of Health (executed by the General 
Department of Environmental Health), Environment (represented by the Egyptian 
Environmental Affairs Agency, EEAA) and Water Resources and Irrigation under existing 
legislation (incl. Pres. Decree No.93/1962 as amended by Law No.48/1982, Law No. 4/1994 
and various related Ministerial decrees). EWRA’s powers were recently extended to include 
quality monitoring responsibilities (MoHUUD Decree 115/2007).  
 
It is reported that under the new law, EWRA will largely retain its present responsibilities. In 
addition, the law will mandate annual performance reviews and the regulator’s powers will 
encompass licensing as well as approving business plans and levels of service. As a further 
novelty, the new law is expected to introduce a fund comprising any fines levied on companies, 
which the regulator will administer such as to ensure service provision to the poor.    
 

4.1.1. Internal organisation and personnel 

EWRA’s Board of Directors is chaired by the Minister of Housing, Utilities and Urban 
Development, and includes the agency’s Executive Director, the HCWW and NOPWASD 
Chairmen, one representatives each of MoF, MWRI, MoH and MoE as well as ten further 
‘public figures’, all appointed for an indefinite term by the President on recommendation of the 
Minister of Housing. Decree 136 and its amendment are silent on the conditions and procedures 
for removal of Board members.  
 
EWRA’s Executive Director is appointed by the Prime Minister, also upon recommendation of 
the Minister of Housing, with no further stipulations regarding qualifications, terms of office or 
conditions of appointment and removal. The agency’s organisational chart is shown in figure 
G.2. 
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Figure G.2: EWRA organisational chart. 

 
EWRA is in charge of its own personnel regulations, including appointments and salaries. There 
are currently 107 members of staff, of which 12 are management and 95 support staff. It was 
noted that there are difficulties recruiting staff with private sector experience; the large majority 
of EWRA personnel were formerly employed in the public sector. In-house technical expertise is 
excellent, and training and capacity-building exercises focus on developing IT, language, 
management and customer service skills. Senior management staff have attended regulatory 
training courses in the US and visited Ofwat in the UK. 
 

4.1.2. Independence and autonomy 

The political connections of the regulatory board contradict conventional notions of 
independence. It is worth noting that the agency’s Executive Director is also the Assistant 
Minister for International Cooperation within MoHUUD. The agency occupies a large, modern 
building with well-equipped offices in New Cairo, which was purchased by MoHUUD for this 
purpose (the Ministry itself being located in the old town)26. 
  
EWRA currently is wholly government-funded. As per decree 136, other than allocations from 
the state budget, its resources may also include fees payable by providers in return for its 
services, gifts, donations and grants, returns on investment of its own funds. It is expected that 
the new water law will make the regulator more financially independent, with licence fees and a 
percentage of the tariff levied on providers added to its current sources of revenue. Budget 
figures could not be verified as they are regarded as classified information. 
 
 
5. Regulatory processes and tools 

EWRA aspires to follow England and Wales’ ‘Ofwat model’ of regulation, the necessary tools 
and instruments are in preparation. 
 

5.1. Licensing/contracting 

                                                 
26 Whilst this provides for a degree of perceived independence from the line ministry, the physical location of 
EWRA’s offices (distance from Cairo) was cited as limiting factor in attracting personnel.   
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Utilities currently derived their licences to operate from the establishing decrees and related 
applicable legislation. It is expected that under the new water law the operation of water and 
wastewater facilities will require a licence to be issued by the regulator. According to an earlier 
draft version, the law will determine the licensing process and specify the content of a licence, as 
well as granting EWRA the authority to suspend and revoke licences. The regulator would have 
approval of any ‘agreements entered into by and among service providers’, as such contracting 
arrangements would form part of the licence. 
 
This same draft makes mention of ‘dispensing, conveyance and sale’ of water via tanker truck or 
container in ‘deprived areas’, which will fall under the supervision of MoH ‘to ensure quality and 
purity of water and to prevent overpricing’.  
 

5.2. Standard setting 

EWRA so far has not issued any standards or guidance for the regulated water utilities.  
 
Standards exist for raw and drinking water quality and effluent quality: The Supreme Committee 
for Water, under the chairmanship of the Minister of Health, sets standard specifications, criteria 
and health requirements for potable water, water sources, methods of treatment, storage and 
conveyance to consumers. Decree No. 108 of 1995 as amended by 458/2007 issued standards in 
compliance with WHO drinking water guidelines. Decree No. 301 of 1995 deals with raw water 
quality and sampling.  
 
Standards and specific limits for liquid waste discharges are defined by decree of MoHUUD (No. 
44/2000 as amended by 254/2003) after approval of MoH. Discharges into the river Nile are 
subject to MWRI rules, which again are based on MoH recommendations. (For details, see 
Executive Regulation of law 48/1982 and MWRI decrees 8/1982 and 43/1985). 
 
Technical regulations and specifications relating to networks are the remit of MoHUUD. 
Standards and Codes of Practice relating to infrastructure construction and materials are 
developed by the Building Research Establishment under the supervision of MoHUUD.  
 

5.3. Business and investment planning 

Business plans at utility level do not yet exist; GTZ has been assisting HCWW in drawing up its 
business plan. It is expected that business plans will be subject to EWRA approval in future.  
 

5.4. Tariff setting 

To date, tariffs are set by the Cabinet’s High Committee on Policy and Economic Affairs. Pres. 
Decree 249/2006 (on transfer of assets) commits the Ministry of Finance to continue ‘to 
subsidize these utilities [affiliated companies] until the financial balance is attained’ (Art.2). 
 
According to the latest version of the draft water law as reported in national newspapers, it is 
envisaged that Cabinet will prescribe a ‘social tariff’ (comprising the first and possibly the second 
domestic tariff block) at approximately current levels; the regulator will set the ‘economic 
tariff’27.  
 

                                                 
27 There have also been considerations to give way to Governors’ desire to retain some influence over regional 
tariffs; it remains to be seen who will emerge as the ‘supreme authority’ with regard to tariffs when the law is finally 
passed. This is reflected in a statement found in a USAID report, which contends that ‘Water tariffs are a highly 
politicized issue, and tariff increases are delicate propositions.’ (ARD, 2005). 
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The regulatory approach to cost recovery will involve two intermediate steps; tariffs should 
initially cover all operating and maintenance costs, then O&M costs including depreciation, 
before eventually reaching full cost recovery. Whilst the recent tariff study recommended that 
‘regulator EWRA will be required to make recommendations to Cabinet on the levels of subsidy 
as well as the tariffs that are warranted for each company in order to achieve the specified levels 
of service’ (Biesinger and Makary, 2009, p.13), future subsidy allocation mechanisms were 
unclear at the time this research was undertaken.  
 
At present, EWRA is analysing the actual cost of service as a basis for future tariff 
determinations with support of USAID’s WPRR project, with plans to pilot a new streamlined 
tariff structure in two or three utilities. With regard to companies’ tariff submissions and 
approval, this is expected to follow the ‘Ofwat approach’ of five-yearly tariff reviews. 
Compulsory metering is expected to be introduced as a prerequisite for the implementation of 
the volumetric tariff. 
 

5.5. Target setting, performance measurement, monitoring and benchmarking 

Internal performance monitoring and evaluation takes place between HCWW and its subsidiary 
companies in accordance with the Executive Statutes of the Law on Public Business Sector 
Companies mandating the company’s General Assembly to ‘determine the targets the company 
shall be bound to achieve. The Company’s performance shall be evaluated [by the Assembly] 
according to the achievements made in realizing those targets, and in the light of the Central 
Audit Agency’s report in this respect’ (Art. 22). 
 
MoH is the key responsible body for drinking water and wastewater effluent quality monitoring. 
The General Directorate of Environmental Health and its branches in the Governorates 
undertake sampling and analysis at water treatment plants. Reports of failings have prompted 
EWRA to take action and undertake a complementary monitoring programme in line with recent 
responsibilities. MoH also undertakes periodic monitoring of wastewater effluents, with non-
periodic monitoring by EEAA and MRWI.   
 
A comprehensive set of performance indicators (PIs) for regulatory purposes was developed by 
UK consultants Mott MacDonald in close consultation with EWRA staff, based on a review of 
the internal PIs used by HCWW. The EU-funded exercise provided the structure for the Annual 
Information Return (AIR), for which utilities are asked to complete 23 data tables providing 
detailed information regarding all aspects of their operations, which are then used by EWRA to 
calculate performance indicators and determine levels of service.  
 
Table G.5 lists the performance indicators (PIs) currently in use for the AIR; PIs which will be 
used for measuring and defining (future) target levels of service are highlighted in red.   
 

Table G.5: Performance indicators used in the AIR. 

 INDICATOR 

Economic and Financial Indicators 

E1 % Of metered connections 

E2 Revenue billed per m3 of water sold 

E3 Revenue billed per m3 of wastewater collected 

E4 Revenue collected per m3 of water sold 

E5 Revenue collected per m3 of wastewater collected 

E6 O&M costs (without depreciation) per m3 of water sold 

E7 O&M costs (without depreciation) per m3 of wastewater collected 
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E8 
% coverage of revenue billed to O&M costs (without depreciation) for water 

service 

E9 
% coverage of revenue billed to O&M costs (without depreciation) for 

wastewater service 

E10 % coverage of  total revenue to total costs for water service   

E11 % coverage of  total revenue to total costs for wastewater service   

E12 Number of staff to provide the water service per 1000 connections 

E13 Number of staff to provide the wastewater service per 1000 connections 

E14 % Unaccounted For Water (UFW) 

E15 
% Of revenue collected to revenue billed for water service from domestic 

customers/families 

E16 
% Of revenue collected to revenue billed for water service from business 

customers/commercial 

E17 
% Of revenue collected to revenue billed for water service from industrial 

customers 

E18 
% Of revenue collected to revenue billed for water service from government 

dept and institutions 

E19 
% Of revenue collected to revenue billed for water service from other classes of 

customers   

E20 %  Of total revenue collected to total revenue billed for water service 

E21 
% Of revenue collected to revenue billed for wastewater service from domestic 

customers/families 

E22 
% Of revenue collected to revenue billed for wastewater service from business 

customers/commercial 

E23 
% Of revenue collected to revenue billed for wastewater service from industrial 

customers 

E24 
% Of revenue collected to revenue billed for wastewater service from 

government dept and institutions 

E25 
% Of revenue collected to revenue billed for wastewater service from other 

classes of customers   

E26 %  Of total revenue collected to total revenue billed for wastewater service 

Water Service Indicators 

W1 % of population served by continuous supply 24 hours 

W2 % of population served by intermittent supply 

W3 % of population served by public taps 

W4 % of population served by other methods ( including public tankers) 

W5 %of population not served 

W6 Number of planned interruptions per year 

W7 % of planned interruptions longer than 12 hours 

W8 Number of unplanned Interruptions per year 

W9 % of unplanned interruptions longer than 12 hours 

W10 % of connections of low pressure- less than 2.5 bar 

W11 Bursts per 100 km of distribution mains 

W12 % working meters 

W13 % of domestic connections- with meters 

W14 % of losses inside the plant 

W15 % of water losses 

W16 % of water production from plants with production meters 

Wastewater Service Indicators 

WW1 % 0f population connected directly to public sewerage network 
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WW2 
% of population served with other local methods (decomposition tanks, 

collection, trenches) 

WW3 % of population not served 

WW4 Number of flooding incidents per 100 km of  sewerage system 

WW5 % of wastewater that received primary treatment 

WW6 % wastewater that receive secondary treatment 

WW7 % wastewater that received disinfection before discharge 

WW8 % treated wastewater that is used as recycled water for agriculture 

WW9 % of treated wastewater that is used as recycled water elsewhere 

WW10 % of treated sludge used as a fertilizer 

Water Quality Indicators 

W12 
% of physical and chemical samples collected and analysed as planned in the 

reporting year 

W10 
% of physical and chemical samples complying with the GOE specifications in 

the reporting year 

W13 
% of bacteriological samples collected and analysed as planned in the reporting 

year 

W11 
% of bacteriological samples complying with the GOE specifications in the 

reporting year 

Wastewater Quality Indicators 

WW6 
% of r physical and chemical samples collected and analysed as planned in the 

reporting year 

WW4 
% of physical and chemical samples complying with the GOE specifications in 

the reporting year 

WW7 
% of bacteriological samples collected and analysed as planned in the reporting 

year 

WW5 
% of bacteriological samples complying with the GOE specifications in the 

reporting year 

Customer Service Indicators 

C1 Number of complaints per 1000 connections 

C2 % of telephone complaints resolved within the same day. 

C3 % of e-mail complaints resolved within 10 days 

C4 % of written complaints resolved within 10 days 

C5 Number of calls answered within 30 seconds 

C6 
Number of complaints relating to water quality per 1000 connections including 

(color, odor, and taste) 

C7 
Number of complaints relating to odor from sewerage system and Wastewater 

treatment per 1000 connections 

C8 Number of complaints relating to billing per 1000 connections. 

 
The AIR was launched in July 2009 at a workshop organised by EWRA. The first round of data 
submission has yet to be completed. EWRA, which asks companies to assign confidence grades 
to all data, is planning to visit all companies over the coming months in order to discuss 
difficulties the companies might be facing in completing the return but stresses its desire not to 
antagonise the regulated utilities. Data verification will continue in 2009/10, but may be 
outsourced. 
 
EWRA has not yet started to undertake target setting and benchmarking activities. 
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5.6. Sector reporting 

There is currently no public performance reporting mechanism in place. The current (2007/08) 
annual EWRA report, which is understood to be available on the regulator’s website, presents 
some general sector information and focuses on reviewing regulatory activities. 
 
EWRA is planning to introduce external reporting based on the performance indicators derived 
from the AIR, but is seeking assistance in developing suitable approaches. 
 

5.7. Consumer/stakeholder liaison 

EWRA has been taking steps to react to customer complaints, which included monitoring and 
acting on media reports. It was stated that the regulator’s profile amongst sector stakeholder has 
risen such that EWRA has become a first port of call for a number of complaints that are not 
necessarily related to its core (economic) activities. 
 
Planned next steps include developing a comprehensive communication strategy, streamlining 
activities related to auditing customer complaints received by the utilities and resolving (direct) 
complaints as well as monitoring customer satisfaction through independent surveys. 
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Key references and interviewees: Egypt 
 
Date Name Position, Organisation 

various David Milnes Policy Advisor, GTZ 

19. & 

21.10.2009 

Eng. Hisham Gaafar Policy Advisory Unit, 

EWRA 

19.10.2009 Dr Mohamed Hasan 

Mostafa 

Head of Technical Regulations, 

EWRA 

20.10.2009 Mohamed Atef M. Abdel 

Wahab 

General Manager, Tariff and Pricing 

Department, EWRA 

20.10.2009 Eng. Sobhy Abdel Kader General Manager, Technical Services,  

EWRA 

21.10.2009 Mahmoud Amin El Wazeer General Manager, Financial, Admin and HR, 

EWRA 

21.20.2009 Sherifa Said Water Policy and Regulatory Reform 

Programme, USAID Egypt 

 
 
ARD (2005) Case studies of bankable water and sewerage utilities. Vol. II Compendium of case studies. 

Report prepared for USAID. Available from http://pdf.dec.org/pdf_docs/ 
PNADE148.pdf. 

Biesinger, B. and Makary, L. (2009) Egypt tariffs and subsidy study. Main report. Final draft. August 
2009. 

EWRA (undated) Annual report for 2007/08. English version not yet published.  
GTZ (2009)  Accelerating the rate of change: From technical to business oriented utility management. Review of 

GTZ Experiences with Commercialisation Approaches in Water Supply and Sanitation in the 
MENA region. GTZ MEN-REM – Working Group on Commercialisation in the 
MENA Region. Not formally published. 

Kipper, R. and Fischer, M. (eds.) (2009)  Cairo's Informal Areas Between Urban Challenges and Hidden 
Potentials. Facts. Voices. Visions. GTZ Egypt: Cairo. 

Sabry, S. (2009)  Poverty lines in Greater Cairo. Underestimating and misrepresenting poverty. IIED 
Working Paper No.21, Poverty Reduction in Urban Areas Series. IIED: London. 

SIWI (2008) Status of implementation of CSD-13 policy actions on water and sanitation. A country level 
survey. Report prepared for UN Department of Economic and Social Affairs. UN 
DESA: Washington. 
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ANNEX H – ALBANIA CASE STUDY 
 
 
 
 
Designed as a desk study, this case study has been prepared mainly on the basis of documents 
provided by GTZ Albania and discussions with Andrea Goertler, GTZ Project Manager. An 
opportunity to corroborate this information through informal discussions with members of the 
Albanian regulatory commission and their advisors arose in May 2010.  
 
 
 
 
 
 
 
 
 
 
 
Abbreviations 
 
ADC  Austrian Development Cooperation 
ADF  Albanian Development Fund 
CoM  Council of Ministers 
ERRU  Enti Rregullator i Ujit, Water Regulatory Authority 
EU  European Union 
GoA  Government of Albania 
GDWSS General Directorate of Water Supply and Sewerage 
LGU  Local Government Unit 
MBU  Monitoring and Benchmarking Unit 
MEFWA Ministry of Environment, Forecasts and Water Administration 
MoI  Ministry of Interior 
MoH  Ministry of Health 
MPWT(T) Ministry of Public Works and Transport (formerly: and Telecommunications) 
PNAP  Policy Note and Action Plan  
RWSA  Rural Water and Sanitation Agency 
SSI  State Sanitary Inspectorate  
WU  Water Utility 
 
 
 
 
 
 
 
Exchange rate (1 June 2010) 
€1 = 139.9 Albanian Lek  



 

 136 

1. Sector overview 

1.1. Context 

Albania is a country with abundant water resources. Poor water services in terms of quality and 
coverage, a situation often described as ‘critical’, are a result of historic neglect and 
mismanagement. Having emerged from Communist rule in the early 1990s, the country is now 
aspiring to become a member of the European Union (EU). Compliance with key EU directives 
is thus an important driver for the ongoing water sector reform process.   
 

1.2. Institutional set-up of the water sector  

Following an extensive (and ongoing) legal reform process, which aimed at the classical 
separation of policy-making, regulatory and service delivery functions, the following actors hold 
key responsibilities in the Albanian water sector: 
 
The Ministry of Public Works and Transport (MPWT) is responsible for the development of 
sector policy and strategy as well as investment planning, coordination of donor-funded projects, 
and subsidy allocation. Provided by the Ministry of Finance (MoF), the latter are the 
responsibility of the General Directorate of Water Supply and Sewerage (GDWSS), which acts as 
the implementing arm of MPWT. GDWSS currently also assumes monitoring responsibilities 
through its Monitoring and Benchmarking Unit (MBU). In January 2010, a new General 
Directorate for Policies in Water Supply, Sewerage and Solid Waste was established. The 
Directorate is responsible for analysing, identifying, and drafting policies and strategies to further 
develop the WSS and Solid Waste Management sectors. One of its priorities is to follow up on 
the regionalisation process in cooperation with the line ministries, local government units and 
donors. 
 
Regulatory functions have been assigned to an autonomous Water Regulatory Authority (Enti 
Rregullator i Ujit, ERRU), an organisation with an extensive range of powers and responsibilities, 
as described in due course. 
 
Pursuant to the Government of Albania’s (GoA) policy of decentralisation, service delivery 
responsibilities have been delegated to the level of local government units (LGUs), which fall 
within the remit of the Ministry of Interior (MoI). MoI is also in charge of social protection 
measures. 
 
The Ministry of Environment, Forecasts and Water Administration (MEFWA) has standard 
setting and monitoring responsibilities pertaining to environmental protection, including 
wastewater issues. Quality and quantity of drinking water is controlled by the State Sanitary 
Inspectorate (SSI) within the Ministry of Health (MoH). 
 
Another independent organisation with a key role in the sector is the National Water Council, 
which is in charge of water resource planning, issues abstraction and discharge permits and 
reports directly to the Prime Minister. 
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Figure H.1: Organisational set-up of the Albanian water sector (Source: Oelmann, 2008) 
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1.3. Formal water service providers 

1.3.1. Administrative arrangements 

The former public enterprises providing water supply and sewerage services have been 
transformed into joint stock companies under the Commercial Companies Law of Albania. 
There are currently 56 such companies, 28 of which offer water supply services only.  The asset 
transfer process into local government ownership was largely completed in 2009. Technically the 
utilities have their own accounts, but currently their revenues are not ring-fenced and could 
potentially be disbursed as local government income. The relationship between utility companies 
and LGUs is governed by Performance Agreements, which specify service obligations and 
performance criteria for the utility as well as the corresponding rights and responsibilities of the 
LGUs. However, no agreements have been signed to date. 
 
The majority of utilities serve several local government units (four, on average), a fact that 
appears to be hindering the establishment of mandatory Supervisory Councils, on which LGUs 
are to be represented. Whilst utility services mainly concentrate on urban areas, five companies 
serve predominantly rural areas. In many rural communities services are provided by local 
government water departments, which also take care of wastewater services where these are not 
available from the utility. Some 300 stand-alone water supply systems remain under communal 
ownership and management.  
 

1.3.2. Performance 

The large majority of utilities are assigned service areas of less than 50,000 people, 17 serve less 
than 5,000; the largest by a considerable margin is Tirana with approximately 1 million 
inhabitants. Utilities provide water mainly via household connections, with limited public 
standpipe supply (to 6% of the rural population in 2006). Wastewater treatment is a very recent 
activity as there are currently only two operational treatment plants in the country, with a further 
five under construction. Table H.1 gives an overview of key performance indicators. 
 

Table H.8: Selected 2006 and 2009 performance indicators as reported under the Water Sector Monitoring and 
Benchmarking Programme (Source: Valu Add Management Services, 2007; ERRU, 2010) 

Performance indicators (2006)(a) Range or Average 

Water 392 – 149,687 
Number of connections (2009 data) 

Sewerage 0 – 149,130 

Water coverage Urban 87% 

 Rural 49% 

Sewerage coverage Urban 61% 

 Rural 1.4% 

Non-revenue water 70% (2009) 

Metering of connections 42% (2009) 

Collection rate 77% 

Coverage of Direct Operating Cost(b) - Collections 66% 

Coverage of Total Operating Cost - Collections 47% 

Staff per 1000 water and sewerage connections average 10, up to 40 (2009) 

Hours per day of water supply 11.4 (2009) 

Water Quality Compliance Rate- E coli 91% 

Water Quality Compliance Rate- Chlorine 
Residual 

48% 



 

 139 

 
(a) Unless indicated. Apart from coverage, which has been calculated for all providers, including 
local government departments, performance data refers to the then 54 utilities only. 
(b) Direct operating cost (total operations cost less depreciation, taxes and interest) comprises 
salaries, electricity, hired and contracted services, materials and consumables, service charges and 
– where applicable – costs for bulk supply imports. 

 
There is wide fluctuation around the values quoted in the table A.1; for example, some 
companies report NRW values of almost 90%. It is worth noting that ‘outlier values’ have 
actually been excluded in the statistics.  
 
Just four companies achieved operating profits in 2006; Korça Water Supply and Sewerage 
Service Company Ltd. nearly reaches full recovery of all costs28. The company, which is 
considered the leading utility in Albania, has introduced full metering, and operates a 24 hour 
service at a staffing ratio of just 2.22 (compared with no metering, 2 hours daily supply and 42 
staff/1000 connections for the poorest performers).  
 

1.3.3. Tariffs 

In general, the Albanian tariff structure distinguishes between residential, institutional and 
industrial customers. In 2009, a fixed element (service fee) was introduced in addition to the 
volumetric tariff applied by the utilities. Table H.2 gives the range of water and sewerage tariffs 
in operation, as well as an average for all utilities.  
 

Table H.9: Current approved water and sewerage tariffs (utility companies only; source: ERRU, 2010) 

 Households Institutions Private industry 

 Water Wastewater Water Wastewater Water Wastewater 

minimum 17  

(€0.12) 

2 

(€0.01) 

52 

(€0.37) 

4 

(€0.03) 

60 

(€0.43) 

6 

(€0.04) 

Tariff 

range 

(Lek/m3) maximum 60 

(€0.43) 

16.4  

(€0.12) 

115 

(€0.82) 

26 

(€0.19) 

130 

(€0.93) 

31 

(€0.22) 

Average tariff  

(Lek/m3) 

31.88 

(€0.23) 

7.81 

(€0.06) 

73.05 

(€0.52) 

11.84 

(€0.08) 

89.8 

(€0.64) 

14.44 

(€0.10) 

 
The tariff structure contains a significant cross-subsidy element, with industrial customers paying 
up to 4.7 times the residential tariff. However, given the low penetration of metering29, it would 
appear that flat rate billing is the predominant method of billing customers in general, calculated 
on an assumed consumption of 150 or 80 litres per capita/day for urban or rural customers 
respectively. A review by Valu Add Management Services (2007) found the ten rural operators 
(i.e. local government) applying an ‘arbitrary tariff’ based on ‘some fixed fee per household’. 
 

1.4. Alternative means of service provision 

Given the inadequate water supply situation, households commonly resort to a number of 
coping mechanisms, such as installing household storage facilities (tanks) and booster pumps or 
additional connections or purchasing additional supplies from vendors (tanker trucks). There is 
anecdotal evidence from focus groups discussions that suggests that this water is expensive but 

                                                 
28 Note that debt had been cleared off the companies’ balance sheets upon transfer to LGUs. 
29 42% is the most recent available figure for the average level of metering (ERRU, 2010, utilities only), and even 
that is considered a highly optimistic estimate.  
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preferred by many for drinking purposes (Co-Plan, 2004). Small drilled wells are used by 
approximately 20% of rural households.  
 
Self-provision of on-site sanitation is common in urban and rural areas. Whilst urban households 
tend to use septic tanks, rural households tend to rely on simple pit latrines. Reports note their 
poor functioning due to poor construction techniques (World Bank, 2003). 
 
 
2. Sector policy and reform processes  

2.1. Water sector reform 

Decentralisation and commercialisation have been at the heart of the Albanian water sector 
reform, which also introduced the concept of independent regulation (c.f. section 4). LGUs were 
assigned service responsibility through Law No. 8652 of 2000, ‘On the Organization and 
Functioning of Local Government’ (Art. 10, 3.1(a,b)). Following a 2007 decision (No. 660) of 
the Council of Ministers (CoM), these provisions had to be implemented by the end of that year. 
GoA stood by its promise to write off all outstanding debt upon transfer of ownership and 
shares. An envisaged Rural Water and Sanitation Agency (RWSA), which was to provide 
technical support and investment funds to rural communities was not implemented, but some of 
its intended services are provided by the Albanian Development Fund (ADF).  
 
The new owners of utilities are directed to form Supervisory Councils, which are expected to 
enter into performance agreements with utility management. From 2010 onwards, they will also 
be entitled to engage the private sector in service delivery, a provision that has prompted 
scepticism given the poor outcome of past experience with private sector participation (one 
concession and two management contracts involving international operators, all of which ran 
into difficulties and were either terminated or not renewed). Supervisory Councils have yet to be 
established for ten of the utilities, including Tirana and Durres, the two largest companies in 
terms of population served. 
 
There are concerns that the current level of decentralization is leading to fragmentation, 
especially in rural areas, opening avenues for local political interference and thus introducing 
inefficiencies into service provision. As service aggregation is widely regarded as a means of 
harnessing economies of scale, and now portrayed as better suited to comply with EU 
requirements, GoA is seeking to reduce the number of utilities through suitable mergers under a 
programme of ‘regionalisation’. The merger of the utilities of Berat and Kuçove, a precondition 
for German development assistance to realise significant cost savings (Padeco, 2009), is hailed as 
pioneering this process, which is still in its infancy. Distributional effects are just one of the 
potential impacts that will need to be considered carefully before regionalisation will be fully 
embraced by all sector stakeholders. 
 
Sector restructuring has been guided and assisted by the World Bank, which has resulted in GoA 
adopting a ‘Policy Note and Action Plan’ (PNAP), which identifies next steps for improving 
sector performance. Currently the Bank is supporting MPWT in finalising the National Water 
Supply and Sewerage Strategy to provide a coherent short, medium and long-term framework for 
sector development. 
 
Other development partners (including GTZ, KfW, EU, ADC) have been actively supporting 
the sector reform and commercialisation process through capacity development at the utility 
level. Transfer of ownership having been completed, the focus is now shifting towards 
strengthening the financial and operational performance of utilities, including the development 
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and implementation of model business plans and performance agreements. Planned key actions 
are summarised in the recently published ‘Policy and Strategy 2010-2013’ paper launched by the 
Prime Minister in June 2010 and include a range of legal, administrative and investment 
initiatives (Berisha, 2010).  
  
Regulation is now being recognised as a critical element of successful reform implementation30. 
The legal framework pertaining to ERRU having been amended twice in the past, efforts are 
now concentrating on organisational strengthening via the GTZ project ‘Support to the Water 
Regulatory Authority in Albania’, which started at the end of 2009 and ties in with an agreement 
between the Albanian and German governments dating from 1999. The project seeks to link 
with World Bank and UNDP led activities at Ministry and utility level focusing on business 
planning, public participation and pro-poor sector development. 
 

2.2. Policy objectives 

Government objectives for the sector have been set out in the various drafts of the National 
Water Supply and Sewerage Strategy, which is under revision. The recent Policy and Strategy 
paper outlines short, medium and long-term targets with the main underlying objective of 
ensuring safe and reliable water services for all citizens, consistent with EU standards, provided 
by self-sustaining utilities. Since 2005, GoA has been advocating sewage treatment as essential 
for protecting national environmental assets and is now prioritising the protection of the national 
coastline as well as the improvement of access and service quality in coastal areas in recognition 
of the economic importance of tourism. 
 
GoA is committed to  
• consolidating the achievements of sector reform through regionalisation,  
• creating suitable framework conditions for private sector participation, 
• gradually reducing sector subsidies with the aim of phasing out standard operating subsidies 

by 2010 and achieving full cost recovery 
• implementing performance-based investment transfers to water utilities, 
• developing a clear social policy to act as a ‘safety net’ for the poor whilst relieving utilities 

from social welfare obligations (MPWTT, 2007; GoA, 2008).  
 
The Policy and Strategy paper adopts many of the service coverage targets previously formulated 
in the most recent version of the NWSSS: 98% and 80% for water supply and sewerage service 
respectively, 50% sewage treatment (Berisha, 2010). 
 

2.3. Progress at water utility level 

So far, the anticipated service improvements expected as a result of the decentralisation and 
commercialisation process have largely failed to materialise. In 2009, the regulatory framework 
(though currently in the process of development) and internal organisation of utilities were not 
deemed conducive to professional, customer-oriented service provision (GTZ, 2009). An 
analysis by Oelmann (2008) identified the following obstacles: 
 
• There are few, if any incentives for utilities to increase service quality and efficiency. 
• Personnel at staff and management were found lacking in qualification, commercial thinking, 

and motivation. This is compounded by low sector pay and the unattractiveness of rural 
locations for young, well-qualified potential employees. 

• Local governments as utility owners are insufficiently accountable for utility performance.  

                                                 
30 The failure of PSP was attributed (in part) to inefficient regulation (Oelmann, 2009; GTZ, 2009). 
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With the exception of a few better-performing utilities, one of which being the KfW-supported 
Korça Water Supply and Sewerage Company Ltd., the majority of utilities suffer a range of 
management shortfalls. Private sector involvement (via two to three year management contracts), 
whilst achieving some performance improvement, has not been able to buck this trend. 
Customer research has uncovered complaints about a general lack of customer focus, and even 
instances of low-level corruption (Co-Plan, 2004).  The regulator draws attention to the high 
levels of non-revenue water (70% on average), partly linked to the low penetration of water 
meters, which remain a critical problem for Albanian utilities. On the positive side, modest 
improvements can be seen with respect to cost recovery (ERRU, 2010).  
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3. Regulatory design 

3.1. Responsible institutions 

A dedicated water services regulator, ERRU, was established by Law No. 8102 of 1996 ‘On the 
regulatory framework of the water supply sector and the sector of the drainage and processing of 
contaminated water’, amended through Law No. 9352 of 2005 and Law No. 9915 of 2008, as a 
strong and independent sector institution. ERRU is mandated to promote ‘efficiency, economy 
and safety’ in the sector, ensuring that licensed – public or private – water providers can finance 
their activities such as to meet all reasonable demand but comply with licence conditions such as 
to protect consumers with respect to prices and service quality. It is to promote competition, 
where possible, and to achieve transparency in its regulatory activities as well as a ‘fair balance’ of 
stakeholder interests.  
 
The following powers have been assigned to the regulator: 
• service provider licensing, and prescribing licence fees, 
• approving tariffs31 (for licensed and unlicensed providers) and licence conditions, 
• prescribing procedures and standards for investment programmes and the sale of licensees’ 

assets,  
• developing and enforcing performance standards,  
• encouraging uniform industry standards, codes of conduct and establishing a uniform 

accounting system, 
• collecting information from licensees and reporting to the Government, 
• imposing sanctions 
• formulating regulations in accordance with the law. 
 
Until recently, ERRU mainly concentrated on two of these functions, licensing and tariff setting 
– with moderate success, as the subsequent sections will show.  
 
Despite this extensive range of functions and apparent legal clarity on the subject, the 
responsibility for price and quality regulation is actually shared with local government: Law No. 
8265 of 2000 ‘On Organization and Functioning of Local Governments’ stipulates that “The 
commune and municipality have full administrative, service, investment and regulatory 
competencies for their exclusive functions set forth in this article;” (Art. 10(1)), these exclusive 
functions being defined as  ‘Infrastructure and public services: (a) water supply; (b) sewerage and 
drainage system and (flood) protection canals in the residential areas […]’ (10(3)). 
 
Certain aspects of quality regulation are the remit of the Ministries of Health and Environment, 
Forecasts and Water Administration (MEFWA). Activities of the MoH’s State Sanitary 
Inspectorate are governed by Law no. 7643 of 1993, as amended in 1995. SSI is responsible for 
monitoring water quality and quantity, and is authorised to suspend providers’ activities or apply 
penalties in case of non-compliance with standards. MEFWA is charged with the reduction and 
prevention of water resources, and is responsible for monitoring compliance with permits. It has 
been noted that these regulators suffer ‘financial problems, are understaffed, and have difficulties 
to enforce standards’ (World Bank, 2003). 
 
 

3.1.1. Internal organisation and personnel 

The regulatory commission consists of five members appointed by the Council of Ministers. 
Suitable candidates are pre-selected by a Selection Committee consisting of one member each 

                                                 
31 Tariff setting powers were removed with the legal amendments introduced in 2005, but subsequently reinstated.   
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appointed by the Assembly, the CoM and MPWT. Members are selected based on a balance of 
qualifications and experience specified in the law (Art. 4(3): two members with formal 
qualifications and at least ten years’ experience in a relevant field of civil engineering, planning or 
public health, two similarly qualified financial experts and a chairman with at least 15 years’ 
experience.) Members may serve for a maximum of two four-year terms (five years in the case of 
the chairman); terms are staggered. Members may be removed by the CoM for legally specified 
reasons, such as serious illness and misconduct, criminal conviction, prolonged failure to act 
(Art. 5).  
 
As illustrated in figure H.2 below, ERRU comprises four main departments (numbers in brackets 
indicate current staffing levels): Economics and Benchmarking (3), Technical and IT (2), Legal 
and Public Relations (1), and Finance and Human Resources (2). Support staff consists of a 
secretary and two drivers. 
 

 

Figure H.2: ERRU organisational structure (Source: ERRU, 2010). 

 
The rather weak performance of ERRU during its first decade of operations has been partly 
attributed to the lack of commitment and ambition of the former chairman. The recent 
recruitment of new staff to fill hitherto vacant positions has added to the level of qualification 
and enthusiasm within the agency, and new staff members are being supported in developing 
necessary capacities within the framework of the GTZ project mentioned above. ERRU has 
instigated professional exchanges with its counterparts in Kosovo, Lithuania and Portugal, and 
GTZ is actively supporting further training and exchange with relevant institutions such as, most 
recently, a visit to OFWAT, the economic regulator for England and Wales.  
 
ERRU recently moved into new offices, sharing a building with other infrastructure regulators. 
There are plans to merge ERRU with the Albanian energy regulator, which oversees the (single) 
national energy company. Reservations about these plans is rooted in the perception that ERRU 
needs to build internal capacities before being able to benefit from sharing resources with an 
institution that is regarded as a strong player in its own sector.  
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3.1.2. Independence and autonomy 

ERRU, which reports directly to the Council of Ministers and the Assembly, enjoys a high 
degree of institutional independence. By law, it is required to report annually on its activities and 
planned developments in the next financial year (Law 8102, Art.34). The appointment and 
removal procedures are designed to minimise opportunities for political interference, and the 
Commission requires minimum political backing for its regulations. In practice, it would appear 
that MPWT is perceived as the ‘line ministry’ and consulted in such matters, and ERRU benefits 
from enjoying high-level political support. 
 
The law also makes provision for the financial independence of the regulator, designating 
regulatory fees (payable on approval of a licence and/or a new tariff) as the main source of its 
income.  
 
According to latest available figures, the approved budget for 2009 amounted to 27.3m Lek 
(€0.20m), to cover salaries and social insurance contributions (18m (€0.13m)), funds to cover 
furnishing the new offices and procurement of new equipment as well as travel expenses etc. 
(5m (€0.04m) in total), as well as ‘investments’ worth 4.3m Lek (€0.03m). Actual spend (23.1m 
(€0.17m)) fell short of these projections. The payment rate of regulatory fees, which account for 
95% of annual revenue, is currently 60.8%. By 2009, outstanding contracted obligations 
amounted to some 19.5m Lek (€0.14m), but payment rates have improved as a result of 
improved communication between ERRU and the regulated utilities. 
 
The Albanian legal framework for regulation includes a variety of accountability mechanisms, 
including provisions enabling public scrutiny of regulatory decision-making. For instance, the 
Commission must give public notice and provide an opportunity to comment on proposed 
regulation; there are provisions for proceedings to be held in public, public reporting and access 
to ERRU files. Prompted by the institutional support project, the new management is 
undertaking every effort to increase transparency of the regulatory process, not only by 
disclosing information about its activities (including via its newly established website32) but also 
by inviting cooperation with all interested stakeholders. 
  
 
4. Regulatory processes and tools 

4.1. Licensing/contracting 

Law No. 8102 of 1996 (Art. 17) requires all public drinking water services to operate under 
licence (or exemption thereof) from ERRU. On-site water production requires ‘appropriate 
contractual arrangements with supplying and distribution companies’. During 2009, ERRU 
strengthened its efforts to improve and facilitate the licensing process and adapt to recent 
development in the wastewater sector; in consequence, new licence categories were added 
through CoM Decision No. 958 of 2009, and a revised licensing regulation in December 2009 
approved in December 2009.  
 
By the end of 2009, 28 utility companies had been issued with a professional licence, 15 were 
undergoing the licence renewal process and 13 had yet to apply to be licensed. Applications 
surged following a recent ERRU workshop inviting all providers. ERRU noted the emergence of 
unlicensed local-government established sewerage departments, and envisages to complete 
operator licensing in 2010, including licensing of new market entrants, and aims to pay ‘special 

                                                 
32 www.erru.al 
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attention … to licensing of new operators in the wastewater removal and treatment sector’ 
(ERRU, 2010, p.53).   
 

4.2. Standard setting 

By law, ERRU is tasked with developing and enforcing performance standards for licences, as 
well as encouraging uniform industry standards and codes of conduct’. The regulator’s actual 
involvement in service standards to date has been limited to the publication of a compilation of 
‘Albanian Standards for Water Supply and Sewerage Enterprises’ (2004), a document which 
focuses on applicable technical standards for water and sewerage systems and was developed in 
close collaboration with the MPWTT’s General Directorate of Standardisation. Greater 
interaction with the Ministries (MPWT – regarding technical and operation matters, MoH – 
drinking water quality, MoE – environmental concerns) would be required to streamline existing 
rules and standards and develop further guidelines. ERRU’s failure to establish minimum 
performance and service standards has been sharply criticised for invalidating the effectiveness, 
objectivity and transparency of its financial decisions (World Bank, 2008). 
 
Management guidelines, such as model business plans are being prepared under the technical 
guidance of the General Directorate of Water Supply and Sewerage (see below). Quality 
standards are revised by the Government in accordance with SSI proposals. 
 

4.3. Business and investment planning 

In accordance with the objectives agreed under PNAP, GDWSS has engaged a consultant to 
prepare the first generation of 5-year business plans, which have been successfully introduced in 
five utilities. Whilst this process has been tentatively hailed a success to be extended to other 
Albanian utilities (Oelmann, 2008), others have criticised the heavy reliance on consultants’ work 
and described the approach taken as ‘top-down’ due to it being donor driven and donor (i.e. 
World Bank) financed (Denfeld, 2009). Whilst to date, ERRU has had no involvement in 
business and investment planning; neither have business plans been considered in tariff 
negotiations, the regulator will develop business planning requirements as part of the new tariff 
application process. In the absence of regulatory guidance for investment programmes, 
investments have been orchestrated at ministerial level. 
 

4.4. Tariff setting 

Tariff setting is the ultimate responsibility of ERRU; licensees are legally required to submit their 
tariff applications for regulatory approval, following negotiations with LGUs or the Supervisory 
Boards on which local government is represented.  
 
Law No. 8102 sets out the general tariff setting principles (Art. 23): 
• Consumers must be protected from monopoly pricing. 
• Providers (interestingly referred to as ‘licensees’) must be permitted to recover ‘reasonable 

costs of providing efficient service’, including the costs of compliance with environmental 
laws, and a return on equity. 

 
Furthermore, tariffs are to encourage operational and economic efficiency, must reflect 
government subsidies as well as the different costs associated with different customer categories 
or types of service. Article 24 defines the maximum frequency of tariff adjustments as one year, 
and requires public notice and opportunity to comment to be given on all tariff determinations. 
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The Regulatory Commission published its ‘Tariff setting method for water destined for public 
consumption’ in April 1999 (Decision No. 3), which set out the chosen cost-oriented tariff 
calculation methodology. Notwithstanding the fact that a decade later, many utilities had either 
neglected to renew their tariff applications for several years, or had yet to apply a regulator-
approved tariff, the regulator’s cost-plus pricing approach and the absence of alternative 
efficiency incentives, targeted government subsidies and poor supervision of local government 
owners had altogether failed to encourage better performance (Oelmann, 2008). By the 
regulator’s own acknowledgement, Albanian water and wastewater tariffs are low by comparison 
with neighbouring and EU countries (ERRU, 2010), and fall short of cost recovery targets. 
 
The tariff methodology was revised as recently as December 2009, for the first time introducing 
a link between performance measurement and tariffs. Tariff applications must now be 
accompanied by annual accounts, auditor’s reports, detailed reports regarding the technical and 
financial status of the utility, a statement of local government or supervisory boards’ opinion 
regarding the proposed tariff and an ‘Action Plan for improving performance indicators for the 
period during which the proposed tariffs will be applied’. ERRU envisages managing the tariff 
setting process through a database in the near future.2009 also saw the introduction of a flat rate 
tariff component (aimed at providers with a large proportion of inactive connections) and a 
wholesale tariff, an acknowledgment of the changing requirements of the sector. Nevertheless, 
tariff design principles as well as the application and approval process are still under review, as 
the current guidelines still contain ambiguous statements such as ‘The revenues calculated based 
on the new tariff should not be too high compared with the expenses’. Or ‘Tariff differences 
among consumer groups may not be very big and unjustified’. Consultation with stakeholders is 
planned for the near future, and data reporting mechanisms are being developed (with the aim of 
building on the work of the MBU). Further revision of tariff setting methodology, including the 
tariff structure is planned for 2010. 

4.5. Target setting, performance measurement and benchmarking 

By law, performance agreements are to be negotiated between the utilities’ Supervisory Councils 
and their General Directors. A draft standard model for the performance agreement contracts 
has been developed by GDWSS, but none have been signed as yet. There is no formally 
mandated regulatory involvement in this process, though advisors promote strong ERRU 
participation in an advisory role to the LGUs to support the definition of Key Performance 
Indicator targets set in the Agreements. 
 
Performance monitoring activities started in 2004, with support from the World Bank, when a 
Monitoring and Benchmarking Unit was established within the Ministry’s General Directorate of 
Water Supply and Sewerage. Three members of staff were trained to analyse and process the 
utilities’ performance data that is recorded monthly and submitted quarterly.  
 
Performance indicators that are calculated on the basis of these submissions are listed below 
(table H.3). ‘Benchmarking’ consists of a comparative analysis of the utilities’ performance, 
whereby data are aggregated according to the size of the participating utilities and type of 
production systems (level of pumping and/or gravity-flow). 
 
 
 
 
 

Table H.10: Performance indicators used by MBU.  
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INDICATOR UNIT 

1.1 Water Coverage % 

1.2 Water Coverage Urban area % 

1.3 Water Coverage Rural area % 

2.1 Sewerage Coverage % 

3.1 Water Production (lcd) l/c/d 

3.2 Water Production (m3 conn. m)  m3/conn/m 

4.1 Energy Consumption Rate (kwh.m3 W) kwh/m3 

5.1 Water Sale (lcd) lcd 

5.2 Water Sale (m3. conn. month) m3/conn/m 

5.3 Household Water Sale (l.c.d.) l/c/d 

6.1 Non Revenue Water - percentage % 

6.2 Non Revenue Water (m3.conn.d) m3/conn/d 

7.1 Proportion of metered connections % 

8.1 Proportion of water sold that is metered % 

9.1 DOC per m3 sold (W&WW) Lek/m3 

9.2 DOC per m3 produced and purchased (W&WW) Lek/m3 

10.1 DOC per m3 sold -W Lek/m3 

10.2 DCO per m3 produced and purchased - W Lek/m3 

11.1 Labor vs. DOC (W&WW) % 

12.1 Energy vs. DOC (W&WW) % 

12.2 Energy vs. DOC (W) % 

12.3 Energy vs. DOC (WW) % 

13.1 Average Price W&WW (per m3 sold) Lek/m3 

13.2 Average Revenue W&WW (per conn.) Lek/conn 

13.3 Average Revenue W&WW (per HH conn.) Lek/HH conn 

14.1 Average Water Price - per m3 Lek/m3 

14.2 Monthly Average Revenue- Water (HH conn.) Lek/HH conn 

15.1 Billings W&WW as % of GNI/c % 

16.1 Collection Rate- Overall % 

16.2 Collection Rate- Hh % 

16.3 Collection Rate- PE % 

16.4 Collection Rate - IN % 

17.1 DOC Coverage-Revenue % 

17.2 DOC Coverage- Collections % 

17.3 DOC Coverage- Subsidy % 

17.4 DOC Coverage- Collections and Subsidy % 

18.1 Debt Service Ratio % 

19.2 Fixed Assets per capita-W Lek/capita 

19.3 Fixed Assets per capita- WW Lek/capita 

20.1 Staff per 1000 W&WW connections Ratio 

21.1 Continuity of Service Hours per day Hours/day 

22.1 Compliance rate (Chlorine residual) % 

22.2 Compliance rate (Coliform) % 

23.1 Pipe breaks per km (W) breaks/km 

23.2 Pipe breaks per connection (W) breaks/conn 

24.1 Sewerage blockage per km  (WW) blockages/km 

24.2 Sewerage blockage per connection (WW) blockages/conn 
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25.1 TOC per m3 sold (W&WW) Lek/m3 

25.2 TOC per m3 produced and bought (W&WW) Lek/m3 

26.1 TOC per M3 produced and bought lek/m3 

26.2 TOC per M3 produced and bought W lek/m3 

27 Labour as % TOC (W&WW) % 

28.1 Energy as % TOC (W&WW) % 

28.2 Energy as % TOC (W) % 

28.3 Energy as % TOC (WW) % 

29.1 TOC Coverage by Revenues (W&WW) % 

29.2 TOC Coverage by Collections (W&WW) % 

29.3 TOC Coverage by Subsidies (W&WW) % 

29.4 TOC Coverage by Coll.+Subsidies (W&WW) % 

 
Efforts to improve the quality of data submissions have included training programmes for utility 
staff as well as repeated site visits and regular telephone communication between utilities and 
MBU. All utilities failed to report at least one item of data during the first annual data collection; 
three utilities had to be excluded from the sample altogether (BURIMI, 2006). MBU and its 
consultants have remarked upon the ‘lack of capacity and diligence of the utility managers to 
maintain and report a proper database at their utilities’ as the main reason for persisting data 
unreliability (MBU and ValuAdd, 2007).  
 
Future arrangements for performance monitoring, which would perhaps formalise cooperation 
between MBU and the regulator (given that data are already being shared), have yet to be 
negotiated. 
 

4.6. Sector reporting 

The MBU publishes an annual sector overview report, which provides information on selected 
key performance indicators. Results are presented every 6 months in a stakeholder workshop, 
where hardcopies of the report are distributed. Copies are also available to all interested parties 
upon request. 
 
The report is generally critical of the sector and utilities – though these are not named – and 
outlines recommendations and planned next steps under the ongoing sector reform. However, as 
a result of the data aggregation described above it does not allow for comparisons of 
performance of individual utilities. Trend analyses included in the report are also limited to the 
utility groups. 
 
The publication of ERRU’s most recent Annual Report on the ‘Status of the water supply and 
sewerage sector and activities of the Water Regulatory Authority’ (ERRU, 2010) signals the 
regulator’s commitment to enhancing transparency in the sector. It contains a summary of 
ERRU’s own investigations into sector performance, which identifies good and poor performers 
to some extent.  
 

4.7. Consumer/stakeholder liaison 

The law makes no provisions for consumer involvement in the regulatory process. However, 
having been advised on the benefits of establishing consumer feedback links, ERRU is 
considering the introduction of some form of consumer representation to support its consumer 
protection and transparency objectives. Here it is worth noting that observers and consumers (in 
interviews) alike have described civil society as weak, whilst institutions have yet to earn the trust 
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of citizens-customers (World Bank, 2003; Co-Plan, 2004), which may affect the choice of 
engagement mechanism.  
 
Strengthening and formalising links with other sector institutions and interested parties, 
including the Ministry of Environment, Institute of Public Health, Consumer Protection 
Commission, donors, etc. is high on ERRU’s list of priorities.  
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ANNEX I – INVENTORY FORM 
 

Notes to the participating water programmes:  

This document lists the information requirements for the MEN-REM regulation study according 
to the Terms of Reference. Altogether it might look quite comprehensive; however it may still 
not capture all the important aspects of ‘regulation’ (however this may be defined or interpreted) 
in your country. This is where I will be relying on your ‘insider knowledge’. Please feel to 
highlight any additional aspects or queries that you feel are relevant in your particular country 
context. 

Many of the questions asked can most easily be answered during discussions with yourselves and 
other key informants during the planned field visits. I have therefore separated the information I 
would regard as essential to familiarise myself with the basic set-up of the water sector and the 
regulatory arrangements in a country before a visit, and that I would kindly ask you to provide 
me with, into Part A.  

Part B lists further information that will most likely need to be collected during the visit. This 
may also be useful for your in-country partners to see what sort of questions they might expect 
to be asked. (If you do have access to documents that I can look through beforehand, this would 
of course be good and may save a lot of time. Especially where a dedicated regulatory agency 
does exist, you could begin looking at the questions in section B4 and B5, as we will need to 
answer them in more detail.) 

In completing Part A of the questionnaire, please provide brief answers to each bullet or, 
alternatively, suitable documentation where the required information can be found, in as far as 
this is possible. For the questions about the design and process of regulation, please indicate 
whether the question is relevant, an emerging topic, or not relevant at all. Please note that wherever 
the document refers to ‘water sector’ or ‘water services’, this should be taken to include wastewater and sanitation 
services as well as water supply. 
If you have any further comments and suggestions or any questions are unclear, please contact 
me (Esther Gerlach, esther.gerlach@btinternet.com) for clarification and/or update of the 
questionnaire.   
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PART A 

A1. Sector overview 

• Institutional set-up of the water sector:  

o major public agencies involved in sector management and development: Please 
provide key documentation setting out the general sector structure; alternatively, list 
key ministries and other key institutions, their main roles and responsibilities and 
relationship to each other (ideally, I would like to present this in diagrammatic form 
in the report). Please comment on the level of de-/centralisation in the sector. 

o What is the relationship between policy-makers, ‘regulators’, asset holders and 
operators? 

•  Water service providers 

o What organisations are formally responsible for providing public water supply and 
sanitation services? Briefly comment (or provide information) on:  

o administrative set-up (e.g. public/private, legal status etc.) of water service 
providers (main utilities and other formally recognised providers) 

o designated service areas 

o level/type of service (incl. service coverage – how defined?)  

o estimated level of cost recovery 

o tariffs 

o Are there any other, alternative, possibly informal providers? Please give some brief 
information, including known problems, and comment on service areas, levels and 
charges, if known. 

• If possible, I would also be interested in the current water services situation (see Part B) as 
general introduction/background information. If you have any relevant documentation, 
please send it along – otherwise please do not undertake any special efforts to obtain it. 

 

A2. Sector policy and reform processes 

• Overall sector policy and strategy: Please provide copies of the overall sector policy and 
strategy documents, if available. 

• Have there been any recent or on-going sector reform processes? Please provide key 
documentation relating to sector structure and policy changes, and highlight any 
contentious/controversial issues. 

 

A3. Regulatory framework 

The regulatory framework defines, explicitly or implicitly, the formal (applicable legislation, 
contracts and specific regulations) and informal rules (such as norms and conventions, 
commitments, incentives and expectations) for water service provision and the allocation of 
regulatory functions amongst the various actors and stakeholders.  

• What type of instrument/mechanism/principle governs the relationship between regulator(s), 
the regulated service providers and other parties (mainly government and consumers): 
legislation, decree, contract, administrative procedure? 
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• According to the legal framework (please consider all applicable legislation, noting any 
overlaps and/or conflicts), how are the following regulatory functions allocated? Please 
complete the table, listing the institution(s) legally in charge of a task and the legal instrument 
from which powers and responsibilities are derived (‘source of authority’). Please indicate if 
any of these tasks are carried out by an institution without explicit legal provision. 

 

water supply sanitation  

institution 

in charge 

source of 

authority  

institution 

in charge 

source of 

authority  

Who licenses service providers? 

Alternatively, who designates 

service areas and obligations? 

    

Who develops guidelines and 

standards for service provision? 

    

Who sets performance targets? Please provide answers individually for the four aspects listed (in 

the rows below). 

• drinking water quality     

• environmental targets (e.g. 

effluent quality) 

    

• quality of customer service     

• operational performance     

Who decides on penalties and 

incentives? 

    

Who approves service 

providers’ business plans? 

    

Who is in charge of price 

regulation, i.e. tariff setting and 

tariff review and/or approval? 

    

Who monitors performance? Please provide answers individually for the four aspects listed (in 

the rows below). 

• water quality     

• environmental targets     

• quality of customer service     

• operational performance     

Who publishes performance 

data? 

    

Who enforces penalties?     

 

A4. Regulatory design – key preliminary questions 

Note: The following questions may not be as relevant if there is no dedicated agency or administrative entity 
(‘regulator’) in charge of the performance of the regulatory tasks listed above. In any case, please distinguish 
between legal provisions (‘regulation in theory’) and regulatory/administrative practice (whether or not legal 
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provisions exist and are adhered to). If no dedicated agency exists but is planned to be established, please make 
this clear and refer your answers to the envisaged regulatory design. 

• Who are the responsible institution(s) (for economic and quality regulation)? 

o When were these institutions set up, or what plans exist for introducing them?  

o How does timing of the introduction of an economic regulator compare with the 
reform (commercialisation, PSP) in the sector?  

o What are the stipulated aims and objectives of regulation? 

• How is the scope of responsibilities and authority of the regulator/s defined? 

o single/multi-sector 

o national/regional/local 

o with respect to certain areas (e.g. urban/rural/areas without structured services) 
or types of providers? Which are the service providers currently being ‘regulated’? 

• What are the functions of the regulatory institutions? 

o What are the specific duties of regulators (i.e. the legal mandate)? 

o How are powers and responsibilities defined in the applicable legislation? Are 
responsibilities clearly defined? Are there conflicts with other laws or legal 
provisions (e.g. water, environmental, planning)? 

• Internal organisation & personnel 

o please provide an organigram, if available 

o What is the selection and appointment process for regulators (Board members 
and management staff)? 

o What are the conditions for removal? Who has powers to remove a regulator? 

o Does the legal framework stipulate core competencies for regulatory staff? If yes, 
what are they? 

o Are the responsible institutions currently fully staffed (according to their 
organisational set-up)? 

• Please comment briefly on independence/autonomy of the regulator and funding 
arrangements. 

 

A5. Regulatory process and tools – key preliminary questions 

Please try to answer the following questions even where there is no regulatory agency as such. There may well be a 
process of regulating (in the widest sense), with any or all tasks carried out by the sector ministry or other 
institutions. 

 
• Decision-making processes 

o Has the regulator developed a set of procedures or methodologies for regulating 
service provision? If yes, can you provide examples (documents, if in English)? 

• Licensing of service providers 

o What is the range of content of any licences? Are they just a permission to 
operate, or do they contain performance standards in themselves? 

• Standards of service 

o What guidelines or standards for service provision and management (e.g. 
business planning, water quality monitoring, and tariff review) exist? 

o Who is in charge of developing guidelines and standards?  
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• Target setting, performance measurement & benchmarking 

o Are there targets for service providers? If yes, can you provide examples? 

o Does a performance monitoring system for service providers exist? Are widely 
available performance indicator systems (IWA, IBNET, SPBNET, etc. – please 
state which) used and adapted? Please provide list of indicators. 

o Are there any generally agreed benchmarks for the sector? Which? 

• Tariff setting 

o Does the tariff setting process follow any particular guidelines, methodologies or 
principles, or are price reviews more of an ad hoc activity? 

• Sector reporting  

o Is the performance of service providers published?  

• Liaison with consumers 

o What are the arrangements for consumer complaints handling? 

o What other consumer involvement mechanisms are envisaged/in place?
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PART B – COMPREHENSIVE VERSION (GUIDANCE FOR FIELD VISIT) 

B1. Sector overview 

• Organisations formally responsible for providing public water supply and sanitation services – 
please provide basic information on all formal service providers 

o administrative set-up (autonomous or integrated in municipal administration, 
own account, flexibility on recruitment and payment of staff, any division 
between asset ownership and operations?), designated service areas 

o level/type of service: 

o water: number of connections (domestic/other), service coverage (how 
defined?), alternative modes of delivery (incl. tanker services) 

o sanitation: number of sewerage connections, service coverage (how 
defined?), other responsibilities and functions regarding sanitation 

o (estimated) average cost recovery (O&M) 

o other key performance indicators (e.g. collection efficiency, unaccounted 
for/non-revenue water) if available 

o tariff structure, incl. connection charges, and average tariff level: Please provide 
tariff examples if available, estimated/approximate percentage of customers in 
each tariff category or block, level of built-in subsidies, ‘lifelines’ or other special 
provisions for low-income consumers. 

o On what basis are tariffs charged (e.g. metered consumption, by type of housing, 
etc.)? 

• Other known water and/or sanitation service providers – please include all other types of 
providers that may or may not be formally part of the public provisioning system 

o legal/official status and relationship with formal/main provider and/or 
authorities 

o In case of water, are they independent providers (own water source) or resellers?  

o approximate size of operations, areas of activity (geographic and/or population 
segments) 

o comments on service level and charges, if known 

• Brief assessment of the current water services situation:  

o What is the general level of satisfaction with the current status of water and 
sanitation service delivery? What are the main areas of concern? How closely do 
the services on offer match households’ needs and demands (also in terms of 
ability and willingness to pay)? 

o In the case of shortcomings: What ‘coping mechanisms’ are used (e.g. alternative 
(‘traditional’, ‘free’) water sources, household-level storage facilities, household-
level water treatment; household-level/on-site sanitation)? 

o Are there any significant issues related to water services in the country, especially 
those with implications for domestic water supply? (e.g. low per capita resource 
availability, political sensitivity of certain aspects of water service provision, etc.) 

 

B2. Sector policy and reform processes 

• Overall sector policy and strategy: 
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o What are government’s strategic long-term goals for the sector? 

o What are key detailed objectives? 
o What are the sector funding strategies – where cost recovery not reached, how 

are shortfalls financed?  
o What is the current rationale of the water tariff policy? 
o What is the policy regarding sector efficiency improvements, commercialisation 

and/or private sector participation (PSP) in service delivery? 

o Are they any major changes foreseeable in the near future which might influence 
policy with respect to any of the above? 

• Have there been any recent or on-going sector reform processes? 

o What are the factors that triggered the reform?  

o What are the main changes? What could be described as contentious/ 
controversial issues? 

o Does performance monitoring feature in the planned/on-going/recent sector 
reform? 

o Does regulation feature in the planned/on-going/recent sector reform? What is 
‘regulation’ understood to entail? 

• Main players: 

o Who were the driving forces in defining and structuring the performance 
monitoring arrangements and regulatory institution(s), if any, in the water utility 
sector (government, international agencies, etc.)? 

o Which international agencies are or have been involved? What is or has been 
their input and role? What could be described as success stories and failures? 

 

B3. Regulatory framework 

– no further questions – 

 

B4. Regulatory design – complete list of questions 

• Who are the responsible institution(s) (for economic and quality regulation)? 

o When were these institutions set up, or what plans exist for introducing them?  

o How does timing of the introduction of an economic regulator compare with the 
reform (commercialisation, PSP) in the sector?  

o How is the coordination/communication between economic, quality and 
environmental regulation organised?  

o What are the stipulated aims and objectives of regulation? 

o What is the regulator’s role in relation to ministers, and the regulator’s role in 
relation to other regulatory entities such as the competition agency? 

• How is the scope of responsibilities and authority of the regulator/s defined? 

o single/multi-sector 

o national/regional/local 

o with respect to certain areas (e.g. urban/rural/areas without structured services) 
or types of providers? Which are the service providers currently being ‘regulated’? 

• What are the functions of the regulatory institutions? 
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o What are the specific duties of regulators (i.e. the legal mandate)? 

o How are powers and responsibilities defined in the applicable legislation? Are 
responsibilities clearly defined? Are there conflicts with other laws or legal 
provisions (e.g. water, environmental, planning)? 

o Is there any conflict between the regulatory mandate and other sector policies? 

• Internal organisation  

o organisational set-up and management structure, location, regional offices, staff 
numbers 

o What internal checks and balances exist to limit the powers of individuals? 

o Does the legal framework stipulate core competencies and/or job descriptions 
for regulatory staff? If yes, what are they? 

• Personnel 

o What is the selection and appointment process for regulators (Board members 
and management staff)? 

o Who appoints the head of the regulatory institution and on which terms? 

o What are the conditions for removal? Who has powers to remove a regulator? 
Has this happened before? 

o What are the procedures for staff recruitment? Is the regulator required to apply 
public salary schemes? What incentives exist for attracting capable and motivated 
personnel? 

o What type of training is available for newly recruited staff? 

o Are the responsible institutions currently fully staffed (according to their 
organisational set-up) and do they have the required human resources to fulfil 
their mandate? What are the main shortcomings in terms of internal capacity 
(skills and expertise)? 

• Independence/autonomy 

o What is the degree of independence (political autonomy) of the responsible 
regulatory institution(s)? 

o What mechanisms exist to safeguard regulatory independence of decision-
making? 

• Funding arrangements 

o What are the funding arrangements for the regulatory institution(s)? 

o What budget has been allocated to the responsible institutions? Do they currently 
have the required financial resources to fulfil their mandate? What are the main 
shortcomings? 

• Accountability mechanisms 

o Government oversight: Which institutions is the regulator accountable to? What 
are the reporting lines (i.e. to/within government) and reporting requirements? Is 
this accountability institutionalised or dependent on personal relationships? 

o Public accountability: What mechanisms exist for receiving stakeholders’ inputs 
and providing stakeholders with information? What communication strategies are 
being used? What type and level of information is publicly available? Does the 
regulatory institution have a website? 
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o Are there any mechanisms for appeal against regulatory decisions, and alternative 
dispute resolution processes? What are these mechanisms and are they 
functional? 

 

B5. Regulatory process and tools – complete list of questions 

• Decision-making processes 
o What level of discretion does the regulatory institution have in interpreting its 

mandate? To what extent is discretionary decision-making applied? 
o Has the regulator developed a set of procedures or methodologies for regulating 

service provision (beyond the ‘writing of regulations’, which sometimes is 
interpreted as ‘regulating’ – see detailed questions below)? 

o Is there any variation of regulatory methodologies for large providers, compared 
to small (private) suppliers? 

o Do the regulatory procedures stipulate deadlines for reaching decisions? Are 
regulators obliged to justify their decisions?  

o What role do other stakeholders have in the decision making processes (e.g. 
stakeholder consultations, ministry or judicial review)? 

o What is the level of political interference with the regulatory process? (Please 
comment on the extent or likelihood of seemingly arbitrary and opportunistic 
administrative decision-making and/or changes by government.)  Are there any 
other influential lobbying groups? 

• Licensing of service providers 

o What is the range of content of any licences? Are they just a permission to 
operate, or do they contain performance standards in themselves? 

• Target setting: 

o Are there targets for service providers?  

o Who is in charge of setting targets?  

o Are they followed up? How? 

o What mechanisms are there for adjusting service targets (incl. service areas, if 
necessary)? 

• Standards of service 

o What guidelines or standards for service provision and management (e.g. 
business planning, water quality monitoring, and tariff review) exist? 

o To what extent are they applied?  

o Who is in charge of developing guidelines and standards?  

o On what basis are standards developed? Is there any consultation of stakeholders 
(which?)? What opportunities exist for changing/updating standards and 
guidelines? 

• Performance measurement 

o Does a performance monitoring system for service providers exist and if yes, is it 
used only by the ‘regulators’ or do providers use it as an internal management 
tool? 

o Who is in charge of performance monitoring? 

o How is information/data managed? Is the monitoring system computerized? 
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o Are there any uniform reporting requirements? Are widely available performance 
indicator systems (IWA, IBNET, SPBNET, etc. – please state which) used and 
adapted? Please provide list of indicators. 

o What level of data (accounting and operating statistics) is available from service 
providers? How reliable is it? 

o  How often are service providers required to report? How frequently do they 
actually report? Is the reporting up-to date? 

o Does the regulator make use of other sources of data (including in-house 
information gathering activities such as consumer surveys, etc.)? 

• Benchmarking  

o Are there any generally agreed benchmarks for the sector, e.g. for non-revenue 
water (NRW), staffing efficiency (staff per 1000 connections), collection 
efficiency? Which? 

o How does the benchmarking system work? 

• Tariff setting 

o Who is involved in tariff setting?  

o Who takes decisions?  

o How is the process organized?  

o Is the process transparent? In what way? 

o Are there guidelines, methodologies or principles for tariff setting? What tariff 
setting methodology is applied (i.e. price cap or cost-of-service)?  

o Who performs audits and how does it work? 

o Are there regular price reviews? If yes, at what intervals? What are the 
contingencies that would trigger an ‘extraordinary’ price review or tariff 
adjustments? 

• Business planning  

o Do business plans exist and are they used as an internal management tool?  

o Are there standards for business planning?  

o Is any institution apart from the service providers involved in this process? To 
what extent does the regulatory institution engage (or even interfere) with 
investment and/or maintenance decisions? 

o Who is responsible for approving business plans?  

o Is tariff setting linked to business planning? 

• Private sector participation 

o What is the influence of economic regulators on the awarding of PSP contracts? 
(Considering potential conflicts between regulation by contract and regulation by 
regulator).  

o Does the regulatory institution have a say in investment decisions of contracted 
providers? 

• Sector reporting  

o Is the performance of service providers published?  

o What exactly is published, how and by whom (incl. what level of detail, target 
audience, frequency of reporting)? 

o What is the response (public, operators) to sector reporting? 
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• Penalties and incentives  

o What incentives (and penalties), financial or otherwise, exist to reward or punish 
performance? 

o How are these applied and enforced (especially in the regulation of the public 
sector)? What experiences have been made? 

• Liaison with consumers 

o What are the arrangements for consumer complaints handling? 

o What other consumer involvement mechanisms are envisaged/in place? 

o What is the traditional role of stakeholder participation in the water sector? 

• Feedback/policy advice 

o Does the regulator have a role in providing policy advice and/or feedback to 
government? Please describe. 

 

B6. Evaluation – regulation in practice 

• To what extent and quality are regulatory functions currently carried out? (brief assessment, 
available supporting documents shall be provided with the report) 

• Is political support provided for carrying out regulatory functions? 

• To what extent are the regulatory roles understood and accepted by the key players in the 
sector? What misconceptions and/or potential areas of conflict are there? 

• Has the regulator developed vision and mission statements? 
• Has the regulator developed any instruments for encouraging ethical conduct (codes of 

conduct)? 

• What is the regulator’s perceived current status (reputation) and future development? 

• What are potential future areas of interest for regulation? 

• What are the current priorities? 

• What are limitations of regulation, and what are the reasons? 

• Which problems have been encountered (which ones were the unanticipated ones?), current 
and future anticipated? 

• What is the regulator’s relationship with operators/service providers? 

• What is the regulator’s relationship with other stakeholders? 
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ANNEX J – TERMS OF REFERENCE   
 
 

Terms of Reference (ToR) 
for 

Water Sector Regulation (WSR) Specialist 

GTZ water programmes in the MENA region agreed to assign a WSR specialist to conduct a 
comparative survey on current water sector regulation and performance monitoring procedures 
as detailed below. The assignment shall be based on the scope of work of the GTZ working 
group “Regulation and Performance Monitoring of Water Utilities”. 

1. Tasks of the WSR specialist 

The WSR specialist shall conduct a survey on current status of water sector regulation in the 
region. Data collection shall be based on (1) an inventory form to be addressed to participating 
water programmes and (2) interviews with main players during a field visit to each participating 
country.  

The survey shall include economic regulation (tariff, efficiencies, etc.) and quality regulation 
(water quality, effluent quality, etc.). It shall cover water supply and sanitation and focus on the 
following issues: 

(1) Brief sector overview for each country (max. one page) on sector structure and general 
performance including:  

• list of key ministries and other key institutions in the water sector, 

• number and size (no. of connections) of providers, 

• administrative set-up of providers (autonomous or integrated in municipal 
administration, own account, flexibility on recruitment and payment of staff), 

• (estimated) average cost recovery (O&M), 

• other key performance indicators (e.g. collection efficiency, UfW) if available, 

• average tariff level or tariff examples if available. 

(2) Regulatory and legal framework and tasks: 

Is there a provision in the regulatory legal framework related to the following tasks or are 
any of the following tasks carried out without legal provision and if yes by whom: 

• performance monitoring,  

• setting of performance targets, 

• publication of performance data,  

• approval of business plans, 

• tariff setting and tariff review and/or approval, 

• quality regulation (water quality, effluent quality), 

• penalties and incentives, 

• development of guidelines and standards for service provision, 

• licensing of providers of water and sanitation services to the public. 



Annex J – TOR 

 163 

If any of these tasks are provided for in the law, the consultant shall provide the most important 
information (e.g. source, institution in charge).  

(3) Main players: 

• Who were the driving forces in defining and structuring the performance monitoring 
and regulatory institution(s) in the water utility sector (Government, international 
agencies, etc.)? 

• Does a policy or other key documents exist relating to sector reforms, regulation, and 
sector structure or sector targets? 

• Which international agencies are or have been involved? What is or has been their 
input and role? Success stories and failures? 

(4) Institutional set-up and legal provisions: 

For the following questions, the consultant shall state whether the ways regulation is 
carried out (or not) is according to legal provisions, against legal provisions or if legal 
provisions do not exist. 

• Who are the responsible institution(s) (for economic and quality regulation)? 

• How does timing of the introduction of an economic regulator compare with the 
reform (commercialisation, PSP) in the sector? (sometimes regulators are an 
afterthought)  

• How is the coordination/communication between economic and quality regulation?  

• What is the organisational structure of regulator/s? (Set-up, location, regional offices, 
staff structure, staff numbers, etc.)? 

• Is there any correlation between the type of sector (level of PSP, number of regulated 
companies, type of economic regulation) and the make-up of the regulator? 

• Is there any variation of regulatory methodologies for large providers, compared to 
small (private) suppliers? 

• What is the degree of independence of the responsible regulatory institution(s)? 

• Who is appointing the head of the regulatory institution and for which terms? 

• Where does the regulatory institution(s) report in government? 

• What are the functions of these institutions? (defined competencies, organizational and 
supervision structure, job descriptions, etc.) 

• Are regulatory functions stipulated in the legislation? Are responsibilities clearly 
defined? Are there conflicts with other laws or legal provisions? 

• Are functions currently carried out? To what extent and quality? (brief assessment, 
available supporting documents shall be provided with the report) 

• Is there a legally defined appeal process and is it functional? 

• Are the regulatory roles understood by the key players in the sector? 

• What is the funding basis for the regulatory institution(s)? 

• Do the responsible institutions have the required human and financial resources to 
fulfil their mandate? What are the main shortcomings? 

• Is political support provided for carrying out these tasks?  Is political interference 
hindering the process? 
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• What are the procedures for the recruitment of staff? Is the regulator required to apply 
public salary schemes? 

• Does the regulatory institution have a website? 

(5) Procedures and tools: 

• Are widely available performance indicator systems (IWA, IBNET, SPBNET, etc) used 
and adapted? 

• Tariff setting: Who is involved in tariff setting? Who takes decisions? How is the 
process organized? Is the process transparent? Are there guidelines, methodologies or 
principles for tariff setting? What tariff setting methodology is applied (i.e. price cap or 
cost-of-service)? Who performs audits and how does it work? 

• Business planning: Do business plans exist? Are there standards for business planning? 
Is any institution apart from the service providers involved in this process? Who is 
responsible to approve business plans? Is tariff setting linked to business planning? Is 
the business plan actually being implemented by the provider? 

• PSP: What is the influence of economic regulators on the awarding of PSP contracts? 
(Considering potential conflicts between regulation by contract and regulation by 
regulator). Does the regulatory institution have a say in investment decisions of 
providers? 

• Monitoring: Does a performance monitoring of service providers exist? Who is in 
charge of performance monitoring? Is the monitoring computerized? How often do 
service providers report? Is the reporting up-to date? (list of indicators shall be 
provided). Is the monitoring internalised or used in the processes of the service 
providers? 

• Sector Reporting: Is the performance of service providers published? How is it 
published and by whom? 

• Penalties and incentives: Are penalties and incentives applied and enforced (especially 
in the regulation of the public sector)? 

• Licensing of service providers: What is the range of content of any licences? Are they 
just a permission to operate, or do they contain performance standards in themselves? 

• Liaison with consumers and handling of complaints: Who is in charge and how does it 
work? 

• Are there targets for service providers? Who is in charge of setting targets? Are they 
followed up? 

• Benchmarking: Are there any generally agreed benchmarks for the sector, e.g. for Non-
Revenue Water (NRW), Staffing Efficiency (staff per 1000 connections), Collection 
Efficiency? 

• Do guidelines or standards for service provision and management (e.g. business 
planning, water quality monitoring, and tariff review) exist? Are they applied? Who is in 
charge of developing guidelines and standards? 

(6) Reporting: 

The WSR specialist shall summarise the results of the survey in a report (including 
successes and failures, country strategies, best practice monitoring tools and procedures 
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etc.). The structure of the report shall be proposed by the WSR specialist and approved by 
the GTZ working group. 

(7) Presentation / Workshop: 

Results of the assignment shall be presented to and discussed with members of the GTZ 
working group. The WSR specialist shall prepare the workshop (one day) and assist in the 
organisation of the workshop. Follow up activities (including the involvement of ACWUA) 
will be discussed and agreed during the workshop. 

2. Contribution of country programmes 

The WSR specialist shall prepare the assessment based on the information and the documents 
provided by the GTZ water programmes in the region, as well as the knowledge and information 
gained from missions to participating countries. Assistance to be provided by the GTZ 
programmes includes: 

• Provide information and other documents (e.g. laws, guidelines, standards, performance 
reports) based on the questionnaire provided by the WSG specialist. 

• Assist in the translation of documents on request of the specialist (before and during 
investigations in participating countries). 

• Provide information and logistical support during the investigations. 

• Comment on the report and assist in the organization of a workshop to present and discuss 
findings. 

3. Expected Deliverables 

� Inventory form for survey on regulation and performance monitoring in participating 
countries. 

� Report according to (1)-(6) above. 

� Presentation of findings/results during a WG meeting. 

� Recommendation on potential next steps for improvement of regulatory framework in each 
country. 

4. Work Plan 

Tasks/Schedule Working-days 

Home Office Work: 
� Develop draft inventory form, discuss with WG members, and agree 

on final inventory form 
� Distribute the form to be filled by the different water programmes 

and follow up.  
� Analyze the preliminary results received from participating countries.  

 
2 days per 

country 

Field visits to different countries (including travel): 
� Prepare and conduct field visits to participating countries... 

4 days per 
country 

Home Office Work:  
� Analyze the results of the investigations. 
� Prepare draft report, distribute report to WG, and consider comments 

received in draft final report. 

2 days per 
country 

Present results in workshop and follow up: 1 day per 



Annex J – TOR 

 166 

� Prepare workshop to present and discuss results. 
� Participate in workshop and present findings. 
� Finalise report and follow up. 

country 

Total working days per participating country up to 9 days 

5. Participating countries 

• Algeria 

• Egypt 

• Jordan 

• Lebanon 

• Palestinian Territories 

• Syria 

• Yemen 
 
In addition, the consultant will do the same analysis for Albania without field visit, based on 
documents provided by gtz and telephone interviews with the gtz staff. Estimated home office 
work for Albania is 5 working days. 
 

 


