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m The developing countrie‘? have allocated on average one-third to over one- half of public investment
infrastructure sectors, yet many still Iackadequqte servicerv like »‘vater and sanitation, electricit);roads, storm
water drainage, telecommunication and. wastes disposal. It is against this background that this paper attempts
1o discuss new managgment and financing approaches Jor better performance of infrastructure especially in
he developing countrtgs. Consequently, the paper discusses the role of infrastructure in development and
identifies reasons for its poor performance. New management approaches which include application of
commercial principles of operations, broadening of competition and users involvement are proposed. Similarly
new financing options which include Public-Private partnership (PPP), self-help and the use of bonds are
recommended for better performance of infrastructure in developing countries.

Keywords: Infrastructure, Development, Public-Private Paftnership, Urban Finance,
Urban Management

Introduction: In virtually all the existing urban  one-third to over one-half of public investment to
centers in developing countries the provision of  infrastructure sectors, yet many still Lack
basic infrastructure of water and sanitation, adequate services. This is because traffic clogs
clectricity, roads and stormwater drainage,  urban streets, water and sewerage facilities are
" telecommunication and safe disposal of wastes ~ non-existent or vastly overworked, and facilities .
o communities do not meet the demands of their  fail to provide reliable sources of power. Also,
rapidly growing population (World bank, 1994,  the World Bank (1994) reports that one billion
Kaigama, 1995). In realization of ‘this fact, people in developing World still lack access to
governments of developing countries are making  clean water and nearly two billion lack adequate
effort in the provision of infrastructure both in  sanitation and that in the rural areas especially,
urban and rural areas so as to enhance societal woman and children often spend long hours
Welfare and foster economic growth and - fetching water (Fawehinmi, 2003). It reports
S:Velopment. For example, World Bank (1994)  further that inad.equat.e transport net\_vorks are
biﬁ(i);ts that developing countries invest $200 deteriorating rapidly in many countries, whlfe
perce?ua gea{ In new infrastructure, which is 4  electric power has yet to reach two billion Peopeer
e invo their national output and a fifth of the.lr and in may countries unrcllalziled tgotv:he
increaseeistment. The result has been a dramatic ~ constraints output. The report ponclu e . att
N infrastructure services for transport, demands for telecommunications to modernize

m;&a‘gr Sanitation, telecommunication and production and enhance }nternat'lonal
the fu]] E-Sp b strong emphasis, however,  competitiveness fa'r outstrip eiqst}ntgr Cagﬁzﬁ:e» "
Talizeq rl;e 1t§ OfPaSt Investments are not being The condition of Nigeria md }gsnk (1996)
d logg. fsultmg In wastage of scarce resources ~ generally poor. For example, World Ba s

. cconomic opportunities, reports that Nigeria's urban mfrastl;lsiv i

Similar] - . 1
Gevelopine  Y> MCNeil (1993) reports that the  crumbling because water Supply, A
PINg countries have allocated on average sanitation, drainage, roads, electricity, Was g
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i lect.
from vears of serious ncg
| Republic of Nigeria (199_7)
t which community
provided 1n

disposal all suffer
Similarly, a Federa
report that thed rat.cal :crvicm e
infrastructure and socl
;\rllig::it;u (;:)Lésnot commensurate with the pace ;)tf
population growth and expansion. As a result,
infrastructure problems now plaque all the urban
centers in Nigeria and these included irregular
water supply, unreliable energy supply, poor
drainage, inefficient waste dlsposal system,
grossly overstretched intra-city, inter- city and
inter-state transportation systems. It was equally
noted that in most Nigerian cities, urban
infrastructure, are poorly provided and
maintained. Consequently, the in?dequacy and
poor quality of urban infrastructural facilities
and services undermined economic efficiency
and compromise the competitiveness of Nigerian
cities in the global economic arena (Federal
Republic of Nigeria, 2012). It is against this
background that this paper attempts to discuss
new management and financing approaches for
better performance of infrastructure especially in
the developing countries. )

Concept of Infrastructuré

Fox (1994) defines infrastructure as
those services -derived from the set of public

work traditionally supported by the public sector -

to enhance private sector production and to allow
for household consumption. Ugwu (1993)
identifies three typical characteristics of
infrastructure. These include technical
characteristic which is indivisibility and long
Life span among other; economic characteristic
that is external effects and economy of scale,
high fixed capital and social costs, high risk
investment; and institutional characteristic
which include absence from market prices,
central planning and allocation, control among
others.

World Bank (1994) states the
composition of economic infrastructure to
include public utilities which consist of power,
telecommunication, piped water supply,
sanitation, and sewerage solid water, waste
collection and disposal and piped gas; public
works which consist of roads and major dam and
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canal works for irrigation and drainage; and
other transport sectors which consist of urbap
and inter-urban railways, urban transp
and waterways and airports.

Obateru (2003) distinguishes between
physical infrastructure comprisip
transportation facilities and public utilities and
social infrastructure comprising socia|
(community) facilities and services. Examples of
public utilities include electricity, water and gas
supply sewerage, storm water drainage ang
telephone service; white examples of social of
community facilities include educational, health,
recreational and cultural facilities. Examples of
social services include police and fire protection.

Schubeler (1996) differentiates between
urban infrastructure services and social
infrastructure. Urban infrastructure refers to
services traditionally provided by the public
works, transport sectors and utilities. Examples
of the above include roads, mass transportation,
water supply, drainage and flood protection,
sewage, solid waste collection and disposal,
power distribution, Street lighting and .
telecommunication. The social Infrastructure on
the other hand refers to health, educational,
recreational and cultural facilities.

ort, ports

Impact of Infrastructure on Development
The impact of infrastructure on
development of a community or a nation cannot
be over emphasized. However, the precise
linkages between infrastructure and
development are still open to debate (World
Bank, 1994). Firstly, infrastructure can deliver
major benefits in economic growth. McNeil
(1993) argues that adequate infrastructure
reduces the cost of production, which affects
profitability, levels of output, and employment,
particularly in small-scale business and that
when infrastructure “works” productivity and
labour increase and when it does not work,
economic renewal can be postponed or even
halted. Similarly, World Bank (1994) reports that
good infrastructure raises productivity and
lowers production cost, but it has to expand fast
enough to accommodate growth. However, it has
been established that infrastructure capacity
grows step by step with economic output that1s 8
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¢ increase in the stock.of.infmstr.ucturc 18
n\d Wwith 1 patent increase in gross
A roduct (GDP) across all countries.
jomesti . 1994;Fawehinmi, 2003). ‘
i qw(s‘ndl)\ apart from economic
Sec T .

< rations. inadequate infrastructure aﬁtec.ts
con.sxdtlf:;‘ and well-being of citizens (McNeil,
e D8 with infrastructure in place and
IQQ*’)‘ﬁn* there is a great chance of healthier
Gk '}ﬁle most obvious example is the

ision of improved water supply. Spve_ral
pﬁ‘?q;eﬁ are caused by the scarcity of drinking
m ba thing water gsmially water- borne
jiseases like typhoid fever, cholera, dysentery;
sater-washed diseases like scabies; and water
rlated diseases such as schistosomiasis, guinea
worm and so on (Fawehinmi 2003). F awehinmi
(2003), reports that improvgd water and
wnitation in developing countries on average
xeduces diarrhoea by 22 percent, round worm by
2§ percent, Guinea worm by 76 percent and
schistosomiasis by 73 percent and that diarrhoea
death rates were typically 60 percent lower
among children with adequate sanitation water.
World Bank (1994) reports that poor
management of solid wastes complicate urban
steet drainage and has been linked with the
proliferation of disease bearing mosquitoes in
standing water.

Thirdly, provision of infrastructure, its
Wstenance and flow of services from it all have
ilxre:}t\ (e)is’tect‘on the leye.l of poverty gf infiividuals
nfr&struit u;:mtllllmmnes (Faweh_mml .2003).
Wity gt & us affects the dimensions of

s n the develogmg countries it has
% the central poverty issue. Infrastructure
- Power to determine the quality of life for
“dents, particularly i :
1993) Thin e i Y in urban areas. (McNgll,
Moung e, ause nelghborpoods often arise
Ontribyge A ructure ‘sefvxces and they
Velihoog M boCOIT}mumty s cohesion and
Planning abogunje (1993), reports that urban
e peeg toaiiltso transformed to take account of
WMiiceg 10 1+ end infrastructural facilities and
. Congeq o Vidual plots of land within the
ently, the links between urban

u 4 s
ementthrfl Provision, urban land
Sbecame an intricate and

cltizens:
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essential web inthe development of modern city

Performance of Infrastructure in Developing
Countries

In developing countries, governments
own, operate and finance nearly all
infrastructure, primarily because its production
characteristics and the public interest involved
were thought to required monopoly and hence
government provision. Consequently, the record
of success and failure in infrastructure is largely a
story of governments performance (World Bank,
1994).

McNeil (1993) reports that the static
concept of infrastructure has failed to recognise
that infrastructure is an ongoing process of
delivering services. Consequently, funding of
operation and maintenance, training and
rewarding of staff to run the facilities, and
institutional and policy reform often have not be
given adequate attention in project design.
Emphasis instead has been on resources to
construct and expand physical assets white much
time has not been devoted to thinking through
infrastructure's long time up-keep, or even
genuine demand for the services. Similarly,
Schuttenbelt and Lorentzen (1994) argue that the
traditional supply orientation to infrastructure
policy has tended to over emphasize public

.sector provision and excessive -political

involvement in decisions about investment and
pricing.

Wegelin (1996) reports that
infrastructure investments too often have been
made without adequate attention to cross-
sectorial linkages. As a result many cities are
burdened with capital projects that can no longer
function at their designed capacity or allocated in
wrong places. Consequently they often require
so much funding that they displace other more
useful projects. These developments, in turn,
have resulted in haphazard investments in new
assets, inadequate operation and maintenance,
non-sustainability and unreliability of services,
constraints to economic productivity and
environmental degradation.
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New Reform for Management and Financing
of Infrastructure in Developing Countries

Schuttenbelt and Lorentzen, ( 1994)
report that experiences of the past decades
confirm that the solution to mfrastrycture
problems is not merely to expand capamt)f by
making new investments. The key reform is to
deliver infrastructure services that users need and
are willing and able to pay for infrastructure
service delivery which should respond to
providers whose demand, can be identified;
services should then be provided in a sustainable
way. This requires a level of management and
financial resources often beyond ‘ne reach of
Local Government in developing Countries. It is
in realization of the above that World Bank
(1994) advocates three measures to reform the

provision of infrastructure services namely, the
wider application of commercial principles to
service providers, the broader use of competition
and increased involvement of users where
commercial and competitive behaviour is
constrained.

Applying commercial principles of
operation involves giving service providers
focused and explicit performance objectives,
well-defined budgets based on revenues from
users, and managerial and financial autonomy;
‘while holding them accountable for their
performance. Consequently, this implies that
governments should not only refrain from adhoc
interventions in the management but should
provide explicit transfers where needed, to meet
social objectives such as public services
obligations. In other words, private sector
involvement in the management, financing or
ownership will in most cases be needed to ensure
a lasting commercial orientation of
infrastructure.

Secondly, broadening competition means
arranging for suppliers to compete for entire
market (World Bank,: 1994). .Ezirim(2003),
reports that a fundamental characteristics of
competitive markets is that they provide
incentives, and disincentives for effective

institutional performance. Competition causes
pressure thereby reducing discretionary
behaviour in an organization, and imposing a
discipline that leads to improved performance.
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For these reasons, the simplest most effectiye
way to achieve a demand orientation is to expang
the realm of competitive markets. The larger the
proportion of infrastructure services, that
operated in reasonably competitive the better
Thirdly, involving users more in project design
and operation of infrastructure activities where
commercial and competitive behavior ig
constrained provides the information needed to
make suppliers more accountable to their
customers. Involvement of users and other
Stakeholders can include consultation during
project planning, direct participation in operation
or maintenance and monitoring. It should be
noted the people as consumers and producers of
infrastructure services, and as citizen influence
the flow and quality of infrastructure services
available to them (Ezerim, 2003).

World Bank (1994) reports that
numerous example of past failures in public
provision, combined with growing evidence of
more efficient and user- responsive private
provision argue for a significant increase in
private involvement in financing operation, and
in many cases ownership. However, the rate at
which to increases private involvement in the
provision of infrastructure in any country will
depend on the strength of the private sector, the
administrative capacity of the government to
regulate private suppliers,. the performance of
public sector. providers, -and the political
consensus for private provision. With this in
mind, menu of four main options for ownership
and provision, which must be tailored to fit
country's need as set out by the World Bank
(1994) are proposed bellow:

(i) Option A: Public ownership and Public
Operation.

Publ'ic provision by a government department,
public enterprise, or parastatal authority is most
common form of infrastructure ownership and
operation. Successful public entities run on
commercial principle and give managers control
over operations and freedom from political
interference, but they also hold managers
accountable, often through performance
agreements or management contracts. This
option follow sound business practices and is
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' e same regulatory, labour law,
ng, and compensation standards and
private firms. Tariffs are set to cover
subsidies to the enterprise are
r specific services.and in _ﬁxed amounts.

success level of option A is usually [ow
g::ause of its vulnerability to changes in

- vernmental support.
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subject -
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and any

(i) Option B: Public ownership with private
operation

Tll)mis option s typically implemented through

lease contracts for full opqration and
qaintenance of publicly owned infrastructure
facilities, or through concessions, which include
responsibility for construction and financing of
new capacity. Arrangements between the owner
(government) and the operator (firm) are set out
i a contract that includes any regulatory
provisions. The private operator typically
assumes all commercial risk of operation and
shares in investment risk under concessions.
Concessions also include contract to build and
operate new facilities under BOT arrangement
and its variants. '

(iii) Option C: Private ownership and private
operation. . -

The use of this option is increasing both through -

- Dew entry by private firms in infrastructure

&
|
|
{

markets and through divestiture of public
ownership of entire systems. Private ownership
Sstraight forward when services can be provided
.co,mpetlt.ively and in many infrastructure sectors,
It1s possible to identify such activities and allow
fer;;?)ted provision. Private firms are able to
i 1?1 1t(O local needs efﬁcient_ly and flexibly,
innova;t et forces and competition encourage
responsivlon and economy to ensure

e tﬁness. to demand. This is largely
Meetiy he private sectors survival depends on

g the needs of consumer on a competitive

asis, :
widel;t should be noted that while it is becoming

effec . %
produgi\\lfi3 In improving infrastructure
Unction v, it can be difficult for them to
favourap Well if a dear framework and a
Worlg g business climate are not in place

tld
Bank, 1994; Ezirim, 2003).
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This option 1 ot amendusersprovison,

: mmon for loca], g
scale infrastructure such as rural feeder -
community water supply and sanritr(;ad.s’
distribution canals for irrigation-él i,
maintenance of local drainage systems ’an?jn.d
often compliments central or provincial servicel;
:successful cqmmunity provision requires users
myolxement in decisiop making, especially to set
prlqutles for expenditures and to ensure an
equitable anfi agreed sharing of the benefits and
cost of service provision. Technical assistance
training, and compensation of service operators’
are also very important. When these elements are
present, community self-help programmes can
succeed 6\er long periods.

Implementing the above institutional
options and mobilizing funds to expand and
improve services required carefully designed
financing strategies (World Bank, 1994),
Consequently, foreign and domestic sources of
finance will need to be tapped but are limited to
the capacity of any economy to obtain funds from
abroad especially debt finance. With the above in
mind the following are proposed:’

(I) Public Private partnership(PPP): Public
Private Partnerships are based on involving
different actors of stakeholders which include the
public sector, the formal private sector, the
informal private sectors and the community and
its representatives in financing infrastructure
(Schuttenbelt and Lorentzen, 1994). The most
common type of partnership arrangement in
developing countries is contracting out.
However, with increasing greater
responsibilities by the government, a broader
range of partnership options should be
considered, these include Build-Ope_rate
Transfer (BOT) and its variants. BOT is a
partnership between public and private sectors
whereby the private firm is authorized to 'bulld,
operate an asset or service which will be
transferred to the public sector after a period of
time, The BOT variants include BOO (Build-
Own-Operate) in which there is no transfer back
to the public sector, BOOT (Build-Own-Operate
Transfer) with special 1 for transfer and tramm(g),
BROT (Build-Rent-Operate—Transfer) DB
(Develop Build Operate) and ROT (Refurbish
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Operate- Transfer)-

Mobilizing labour and capi.tal to
(i) Self-therllfz;ll\l/lgcb;%;ziggal Do Fcture is one
construs(‘?t csommon technique for supplementmgf
g:leb;lil: resources with varying degree :rt
organization and varying amount of state Supft)wo
(Ezinm, 2003). At the implementation stagg, ¢
distinct features will have to be consl lc;re h
namely sharing of cost and furmshlng.of labour.
Cost sharing 18 achieved by making those
residents who will benefit bear the c_ost or to let
them freely make donations eccordmg to their
perceived interests. However, it shquld be noted
that for projects aimed at improviny essential
facilities it should be by means of compulsory
cost sharing while free donation method should
be adopted for construction of non-essential
infrastructure facilities. Sharing of labour is also
achieved by a direct contribution of labour or
costing the monetary equivalent of one share of
Labour and then getting the money back in form
of wages by personally participating in the work.

(iii) Bond:Municipal bonds can be issued to the
public as way of financing infrastructure project.
Bond is Long-term debt instrument where by
holders are creditors. The private sector
enterprises for infrastructure development if well

positioned can adopt this arrangement of -
method of

infrastructure financing. This
financing is suitable for large projects such as
road construction and urban water supply. The
contract agreement is usually tailored to the
needs of the sponsors of the project as well as the
needs of potential suppliers of capital (or
creditors) who may even be the beneficiaries of
the project. It should be noted that to ensure
sustainable delivery of infrastructure services,
provision should be made in the contract debt to
exert some influence upon the direction of the
company inrespect of the project.

Conclusion

The developing countries have allocated on
average one third to over one-half of public
investment to infrastructure sectors. Yet many
still lack adequate services like water and
- sanitation, electricity, roads, storm water
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drainage, telecommunication and wastes
disposal (McNeil, 1993, World Bank, 1991).
This paper has attempted a discussion of
approaches for better performance of
infrastructure in developing countries. New
management approaches which include
application of commercial principles of
operation, broadening of competition and users'
involvement are proposed, while new financing
options which include Public-Private
Partnership, self-help and the use of bond are
recommended. It is hoped that the approaches
discussed in this paper will be more efficient,
more user- responsive, more environment
friendly, and more resourceful in using both the
public and private sectors for better
infrastructure performance in the developing
countries.
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