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Abstract 
Generally, poor sanitation is considered as a serious health risk which affects 
billions of people around the world, particularly the poor in developing 
countries. Due to the shortfall in supply of improved sanitation by 
governments, it has been proposed to increase the role of the private sector in the 
provision of sanitation services. The interest and performance of the private 
sector in the sanitation market however requires an induced demand by 
households and the availability of the necessary infrastructure for effective 
service delivery, as well as appropriate regulatory policies that minimize the 
wide scale dominance of the local government in the provision and management 
of sanitation. This paper primarily explores regulatory policies that can ensure 
effective and efficient private sector participation in the peri-urban sanitation 
market in Ghana. The paper also examines the trend in sanitation development 
in Ghana; the suitability of current sanitation regulatory policies in peri-urban 
Ghana; and the possible forms of private sector engagement in sanitation service 
delivery. Based on the review of literature, this paper concludes that private 
sector participation in sanitation service delivery can take several forms: full 
privatization/divestiture; partial private-sector; co-operative; and informal 
sector provision. Whatever the arrangement, it is important for governments to 
ensure proper recognition, dialogue, facilitation/collaboration, contracting and 
regulation. Effective regulatory policies that consider community-based 
organizations, the professional and trade associations, and consumers as 'watch 
groups' are considered as very important for sustainable sanitation. The choice 
of regulatory instruments should however be based on a comparative assessment 
of the trade-offs between effectiveness, ease of implementation and costs and 
benefits. 
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INTRODUCTION 
Proper sanitation is crucial for life and health (1), but lack of sanitation is a serious health risk and an 
affront to human dignity (2). Globally, poor sanitation affects billions of people, particularly the poor and 
disadvantaged, and it is estimated that if the trend continues as projected, by 2015 there will be 2.7 billion 
people without access to basic sanitation (3). 
In developing countries, demand for improved sanitation is an important social and behavioral process 
with implications for public health, sanitation policy and planning, and sanitation design and technology 
development (4). Unfortunately, sanitation is usually a neglected aspect of development in many 
countries.  
In poor peri-urban communities of developing countries, the rapid growth of population, caused mainly 
by migration, and hence the associated high population density has affected the ability of authorities to 
meet the demand for public services (including sanitation). This is seen more as a result, rather than a 
cause of economic growth in those locations. In countries like Cambodia, Indonesia, the Philippines and 
Vietnam, it is estimated that about US$9 billion (approximately 2% of their combined GDP) is lost every 
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year because of poor sanitation (5). In Ghana, poor sanitation costs the nation US$290 million each year, 
representing 1.6 percent of National GDP (6). In most cases, though sanitation policy may seem well 
developed on paper and many well organized actors are involved in the sector, sanitation coverage is 
woefully inadequate, more especially in peri-urban Ghana (7). To make the picture clearer, the 
Environmental Health and Sanitation Directorate of the Ministry of Local Government and Rural 
Development (EHSD-MLGRD) reports that there are still 20,000 pan latrines in Ghana, especially in 
public bungalows, and about 20 million (87%) of Ghanaians do not have improved households. It is 
estimated that about 12 million (51%) Ghanaians do not have any form of toilet facility in their homes, 
forcing them to practice open defecation (6). These conditions suggest the need to not only create 
awareness of the importance of improved sanitation, but also provide improved facilities and promote 
improved hygiene.  
To meet the needs of the large unserved sanitation market, it has been proposed to increase the role of the 
private sector in the provision of sanitation services in poor peri-urban communities. Positive 
engagement between government agencies and non-state providers (NSPs) can lead to an improvement 
in sanitation, which can result in significant health, economic and environmental benefits (8). It is 
expected that local competition through privatization of sanitation service delivery can help provide cost 
effective and efficient sanitation services to poor households.  
The interest, performance and sustainability of the private sector in the sanitation market however 
requires an induced demand by households and the availability of the necessary infrastructure for 
effective service delivery. The involvement of the private sector in providing sanitation services to the 
large market where business opportunities are largely untapped, but rather dominated by the local 
government in the provision and management of sanitation poses interesting questions. Chief among 
which is "How best can the existing regulatory policies on sanitation ensure effective and efficient private 
sector participation in the peri-urban sanitation market in Ghana. To address this issue, it is important to 
find answers to the following sub-questions: What has been the trend in sanitation service provision in 
Ghana? What are the effects in change in context - public to privatization of sanitation? What are the 
possible forms of private sector engagement in sanitation? What regulatory policies are crucial for 
sustainable sanitation?  
 
METHODOLOGY    
This paper primarily uses current literature to discuss issues relating to the forms and extent of private 
sector involvement in sanitation service delivery in developing countries, especially in Ghana. Regulatory 
policies generally available in literature, and those applicable to the Ghanaian sanitation sector that are 
likely to influence the sustainability of improved sanitation in per-urban communities are discussed.          
 
RESULTS AND DISCUSSION 
Overview of Sanitation Development in Ghana   
Writing on sanitation in Ghana from the colonial times till the 1980s, the provision of sanitation services 
in urban Ghana was run by the municipal government (7). The government built, operated, and 
maintained public toilets and faecal sludge treatment sites. Municipal staff was paid to collect faecal 
sludge from latrines and cart to treatment plants. This arrangement had several bottlenecks including the 
following: services were not extended to all areas and households; the government sometimes built 
facilities without taking into account the ability/willingness of people to pay for the use of the facilities; 
and infrastructure was not maintained. 
This lasted to the revolution of the early 1980s. As part of the revolution in 1981, local collectives called 
Committees for the Defense of the Revolution (CDRs) were formed to take charge of public toilets. This 

arrangement came with the construction of new toilet facilities by the CDRs who introduced user fees in 
the process to ensure sustainable maintenance. A short-lived success in the maintenance of such facilities 
was achieved. The CDRs, however, began to divert the mobilized resources to other uses, and conditions 
accordingly, deteriorated once again. This led to reclamation of control by national government via the 
Metropolitan Assemblies in the late1980s who then managed the toilet facilities (7).  
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During the 1990s, public-private partnerships for public toilets and treatment sites were initiated and 
extended to all districts in Ghana with greater successes in management than the prior model during the 
1980s. To date, the number of private firms involved in sanitation service delivery is low, albeit the large 
unserved market. Waste management, for example, covering almost all aspects of sanitation is currently 
outsourced on a long-term contract to only Zoomlion Ghana Ltd. In such a huge (sanitation) market with 
heterogeneous groups, it is envisaged that the presence of a single supplier can affect the quality of 
service consumer’s desire, and hence the conduct and performance of the sanitation market in Ghana.    
Relative to the water sector where some successes have been made, much is left to be desired in 
sanitation. Low creditworthiness of sanitation business, low potential for income generation, absence of 
aid programmes and especially lack of incentives and policies on the part of governments are the 
essential characteristics of the sanitation sector (9). The sanitation sector is replete with 
systemic/contextual barriers stifling the desires and efforts of the private sector. Of the barriers, policy 
changes affect the prevailing regulatory (policy) environment the most, even though the driving force of 
the sanitation situation in any country is its regulatory environment (10).  
Nevertheless, the challenges and lessons learnt from the solitary operation of the sanitation sector by the 
municipal government in the colonial days to the CDR controls of the early 1980s, support private 
partnerships in the management of sanitation (public toilets and damping sites), initiated in the 1990s.    
Effects of change in context - public to private sanitation service delivery  
Several factors account for the failure or success in the transmission from public to private sanitation 
service delivery. For example, the lack of formal recognition of non-state providers (NSPs) by 
governments and their agencies is a key limiting factor to more productive forms of engagement. If 
governments do not recognize and engage positively with NSPs, there is a clear risk of collusion between 
utility staff and informal NSPs, which can increase the cost of services to consumers (8). Another limiting 
factor is the failure of governments and service providers to involve users in decision making and 
implementation of community projects. An example is the poor peri-urban areas of the Dangme West 
district of Ghana, where public latrines are no longer promoted by government and most stakeholders. 
Government claims there are no funds to support sanitation promotion for the heterogeneous and 
growing peri-urban population. Households are informed to acquire their own latrines through private 
sourcing. This approach appears to create tension between the Assembly and the opposing interest of the 
people (11).  
The inability of households to afford private sanitation facilities can be a major impediment to a smooth 
switch in the sanitation sector. The high cost of improved sanitation facilities normally discourages the 
peri-urban poor from taking up these facilities. Surprisingly, households are normally not extremely 
dissatisfied with their current latrines, and the majority will not upgrade without an affordable interim 
upgrade product that may prove challenging to design within their current preferences. Again, the 
influence by governments and donors, for example in the provision of free or subsidized products and 
services, can create unrealistic expectations among consumers, and therefore could dissuade profit-
making ventures in sanitation. With this, it makes it difficult to market the concept of selling sanitation 
facilities to households.  
However, households' ability to pay for improved sanitation is a major determinant of demand, and 
hence a good signal to service providers. The lack of demand is in fact the largest threat to any potential 
or current sanitation business (12). In most poor peri-urban communities, the perceived demand for 
improved sanitation is usually not high until other needs are met. Households’ priorities are normally for 
housing, water, farming and schooling. A new private sector enterprise would therefore have minimal 
interest in pursuing a profitable business in a location with frozen demand. In that sense, the solutions for 
the delivery system should be driven by greater economies of scale which are dependent on demand. 
Thus, the profit goal of sanitation as a business in such financially constrained market will depend on 
scaling up to reduce costs (12).  
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Forms and extent of private engagement in sanitation  
In terms of private engagement in public services, there are diverse forms, extent and terminologies. 
Government’s engagement with non-state providers (NSPs) of sanitation can be grouped into five main 
categories: recognition, dialogue, facilitation/collaboration, contracting and regulation (8).  

The services provided by the private sector tend to be very different in service delivery and in the 
characteristics and philosophy of organizations. Models of private sector participation in water and 
sanitation services can be divided into four categories: (a) Full privatization (divestiture), uncommon 
model in developing countries; (b) Partial private-sector responsibility - shared responsibility through 
one of a variety of contracts including service or management contracts, lease contracts or a concession contract; 
(c) Co-operative model - government own public limited company; and d) Informal sector provision – 
involves small-scale operations, common in low and middle-income countries (13).  
The services provided  by NSPs can be divided into three broad types, reflecting the activity undertaken 
(8): (a) Informal private providers - undertake activities such as: providing sanitary marts, latrine 
construction, public latrine operation, manual cleaning and emptying services; (b) Civil society 
organizations supporting community-based management - this is where community groups in rural and poor 
urban areas are mobilized to contribute to the decision-making and project costs; and (c) Public private 
partnership contracts - on short- or long-term basis. In general, there are two forms of private sector 
participation: a full privatization, where assets are permanently sold to a private investor, and a public-
private partnership (PPP), where ownership of assets remains public and only certain functions are 

delegated to a private company for a specific period (14). The most common forms of PPPs, in the order 
of increasing responsibilities for the private partner are: (a) management contract, under which the private 

operator is only responsible for running the system, in exchange for a fee that is to some extent 
performance-related; (b) lease contract, under which assets are leased to the private operator who receives 
a share of revenues; (c) a mixed-ownership company in which a private investor takes a minority share; and 
(d) concession, under which the private operator is responsible for running the entire system.  

Nevertheless, with the type of arrangement with the private sector, it is important for governments to 
create an environment that ensures stakeholder satisfaction. A number of actions required to enable 
better governments engagement with NSPs include: reconciling informality with conventional 
procedures, sharing the market, and changing attitudes (8, 15). 
Regulatory policies for effective private sector participation in peri-urban sanitation market 
Regulation has been viewed as the top agenda in the reforms to improve sanitation (10). Many 
governments have declared policies which place a heavy reliance on community-based organizations, 
particularly for operation and management of water and sanitation facilities in rural areas and low-
income urban settlements. Participatory projects where community groups in rural and poor peri-urban 
areas are mobilized to contribute to the decision-making and project costs are often initially effective.  
There are concerns, however, about the longer-term sustainable management, in terms of operation, 
maintenance and cost recovery. There seems to be a lack of incentives for community groups to continue 
with activities, particularly where the community groups are reliant on voluntary inputs from its 
members (8). While there are still very good reasons for promoting community management, the reality 
remains that community management approaches have not been evidently better at sustaining systems 
(16). With community management, there are often risks of local political capture of the management of 
public toilets, as has happened in Accra and Kumasi in Ghana, where poor services have been the result 
(17). This has occurred despite the contracting out of services and involvement of communities in 
management, and is attributable to the politics of patronage (8). Furthermore, regulatory functions for 
longer-term PPP contracts in water and sanitation are often split amongst a number of government 
agencies at different levels, leading to inconsistent decisions. Without the creation of capable independent 
regulators/agencies, problems with serving poor areas are likely to persist in PPP contracts (8).  
In addition, the regulation of smaller NSPs such as informal private providers and community groups in 
the water sector, for example, presents challenges due to their small scale and informal characteristics. 
NSPs like water vendors often charge high water prices, so it is tempting for government agencies to try 
and regulate their prices (economic regulation) (18). Like the ‘Principal-Agent’ theory which views an 
organizational relationships as a tension between the ‘principal’ who demands a service and an ‘agent’ 
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who provides it, the likelihood of the principal (such as a government agency) effectively controlling an 
agent (such as an NSP) depends on: 'How much information the principal has about the performance of the 
agent; and How far the principal can structure the relationship so as to make the agent’s interests or objectives 
correspond to the principal’s'.  

The formation of professional and trade associations is considered as a useful means of regulating NSPs' 
activities (8). For example in water, tanker and vendor associations established in countries such as 
Nigeria and Ghana have enabled small-scale providers to enter into dialogue with utilities, thus 
improving the terms and conditions under which they work. It is believed that such associations can help 
to improve professionalism and capacity building in the sector by: establishing common rules and 
procedures (and by promoting their acceptance); recognizing and protecting private investments; and 
creating a forum for dialogue (and collaboration) between the authorities, the utilities and the alternative 
service providers (who are too numerous to be handled on an individual basis) (19). However, 
associations can also become cartels that seek to limit competition from new entrants, so it is important 
for the regulatory authority to promote competition and encourage new entrants to the market.  
It is indicated that consumers as 'watch groups', can play an effective role in regulation (20). In general, 
the choice of regulatory instruments should be based on a comparative assessment of the trade-offs 
between effectiveness, ease of implementation and costs and benefits (21).  
 
CONCLUSION AND RECOMMENDATIONS  
In terms of the different modalities in literature concerning regulatory policies governing private sector 
participation in the peri-urban sanitation market, the following conclusions are made:  

 The lessons learnt from the solitary operation of the sanitation sector by the municipal 
government in the colonial days call for private partnerships in the management of sanitation in 
Ghana.  

 It is important to note that government influence and activities of donors can dissuade local 
entrepreneurism and profit-making ventures in sanitation.  

 Engagement of the private sector in sanitation service delivery can take several forms: full 
privatization (divestiture); partial private-sector; co-operative; and informal sector provision. 
Whatever arrangement it takes, it is important for governments to ensure proper recognition, 
dialogue, facilitation/collaboration, contracting and regulation.  

 For sustainability, effective regulatory policies such as those that consider community-based 
organizations, the professional and trade associations, and consumers as 'watch groups' can be 
considered. However, the choice of regulatory instruments should be based on a comparative 
assessment of the trade-offs between effectiveness, ease of implementation and costs and benefits.  

 
On the basis of issues indentified in literature, it is recommended that:  

 Community-based management of sanitation should be based on an enabling framework of 
technical support, policies and laws to enable effective implementation.    

 Agreement on the distribution of roles between government, community groups and other 
stakeholders is required to develop sustainable services.  

 Although in reality formal recognition of NSPs and community-based organizations (CBOs) 
occur through development of sanitation projects, clearer legal requirements would reduce 
misunderstanding and could lead to more scaling-up of NSPs and community-based approaches. 
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