Water Utility Partnership Conference highlights and advisory notes concerning reform in the water sector in Africa 








Introduction





The second regional conference on sector reform of the water supply and sanitation sector in Africa took place in Kampala from 28-28 February 2001. It was organised by the Water Utility Partnership (WUP), assisted by an organising committee composed of the World Bank Institute, The African development Bank, and the Streams of Knowledge Coalition of resource centres, and the Uganda government. The general theme was "Enhancing Public-Private Partnership in the context of the African Water Vision 2025. The conference sought to: 


Share emerging lessons from African experience and identify good practices for dissemination


Seek consensus on new directions needed in sector reform


Strengthen existing networks of African water supply and sanitation sector and water resources professionals.





There were roughly 270 participants from 28 African countries. Participants came from central government bodies, municipalities, utilities (including the private sector), financial institutions, civil society, external support agencies. Six ministers participated on a full time basis (a.o. Lusotho, Malawi, Ethiopia, Namibia, Uganda). 





The conference had an ambitious programme of plenary presentations and panels, as well as working group sessions. Various good papers and country cases were presented. Working groups and "clinics" were most productive with regard to the conference objectives, and reported upon adequately in the plenary sessions.





In general, the conference has been a successful event that will without doubt affect the nature and the success of sector reform processes in Africa. It is now important that:





The knowledge and experience available are made accessible in the form of guidelines, workshops and other means, and that the results of the conference are properly documented and disseminated in an effective way.


Follow-up activities and programmes by the Water Utility Partnership and its partners are prepared thoroughly.





The organising committee met after the conference to discuss the way forward under the umbrella of the proposed WUP project on sector reform. The conference has brought new insights and priorities calling for updating and improvement of the project proposal document. The project was generally endorsed by the donor group of the GWP, and proposals were submitted to donors including the Dutch government.











Highlights





There is an emerging perception and consensus that sector reform is not an aim in itself, but is necessary to make progress in extending water and sanitation services to the poor who are the majority of Africa's population. For, this different institutional options can be appropriate depending on the situation in each country whereby a greater role of the private sector is necessary.  It is also clear that sector reform is not equivalent to privatisation.





There is no contradiction between achieving higher efficiency, applying good business practices and serving the poor, but stakeholders (i.e. communities, groups, civil society organisations) must be involved in determining sustainable service options. So far emphasis has been on the multinational private companies, but more attention for the role of small service providers, and the local private sector. Sector reform should be approached more holistically as a process whereby results are monitored and institutional arrangements evolve in time. 





There are huge differences in understanding and acceptance of sector reform among the countries, but over-all there is less resistance to institutional change as the benefits of sector reform are becoming manifest. There have also been set-backs, and lessons need to be learnt from mistakes. Lessons learnt include that sector reform processes need to be better planned, and national parties need to increase their capacity to negotiate with international financing institutions, banks and the multinational utility companies. 





In spite of the differences between the countries, there is consensus that the challenges are huge. High population growth and poverty combined with water resource and environmental problems make that coverage is not improving in real terms. So, debate is not longer about whether to reform but how to reform.  As stated by the vice president of Uganda: " Solving problems is within reach. It is not a problem of knowing what to do, but of how to do it and of political will.





There was much attention for contractual arrangements between various partners. Presentations and debate concerned experiences with service contracts (Outsourcing non-core activities to private sector, management contracts (3-5 years), Different types of leased options (8-15 years) and concessions (Longer term contracts). Experiences with management contract tend to be less positive than expected, possibly due to unrealistic contract conditions or expectations. At present several countries are moving towards concession contracts. Most contracts concern water supply for main cities. The challenge of providing services for smaller urban centres is not well addressed in reform processes. There are few experiences concerning public-private-partnerships for delivery of urban sanitation services.





Private companies often prefer longer term fixed contracts, whereas most governments would like to test PPPs and would prefer a higher degree of flexibility. Trust between contract  partners is needed. This can be achieved when all parties have the right information and adequate knowledge of sector reform. There is a need to pay more attention to the objectives and expected results of sector reform, as well as for the time horizon and periodic assessment of implementation of reform. Establishing appropriate regulatory mechanisms and bodies is lagging behind. This presents a risk for transparency and can affect the success of sector reform. In general there is a need for caution in deciding on advanced forms of private sector participation such as concession contracts.





There is increased acceptance of the fact that without addressing needs of the poor and vulnerable groups, one cannot have sustainable services. The poor are already paying heavily for services, and have high willingness to pay for improved services that correspond to their own preferences. Thus, the needs and views of the poor and their communities must be reflected more strongly in the reform processes. 





The Ministers present during the conference indicated that the agenda of reform is politically very demanding. The politicians perceive the need for reform, but need realistic proposals that they can explain to the people. Past reform processes have not always been realistic in this sense.





Minister Moleleki of Lesotho statement reported on SADEC initiatives and on Lesotho itself. SADEC established a water protocol on sharing of water courses, before the UN convention on these issues. An action plan on integrated water resource development and management was developed to operationalise the protocol (1999-2004), covering legal, institutional, sustainable development, information management, awareness building, public participation, and infrastructure development issues. SADEC projects are in various stages of implementation. Stakeholder consultations were perceived as the way forwards.





There is need and opportunity for establishing innovative financing mechanisms through partnerships. Examples were presented from South Africa and by the AfDB. Development banks can help raising private financing act as a catalyst to bring in other financing institutions. 


 


Issues prioritised in the "Kampala statement"





The Kampala statement was discussed in draft. A  second draft will be sent to conference participants for comments after gender and equity considerations, and the role of civil society will have been better reflected in it. Women should not only be considered as a vulnerable group, but as an important resource and partners for successful reform. In summary the current draft presents the following main issues:





The political economy of reform





PPPs are driving greater efficiencies in WSS delivery, but reform processes are complicated, and need to be followed closely to ensure success.  True reform requires strong and sustained political commitments, involvement of all stakeholders with special attention to the interests of the poor and vulnerable groups, transparency, and adequate incentives and avenues to promote and sustain local participation in the business of water.





Addressing the interests of the poor in the reform process





These needs are easily overlooked in processes of institutional reform of utilities. It is recognised that they already pay substantial amounts to alternative service providers. There is need to take stock of things as they are on the ground and learn about systems by which they currently meet their needs. Such systems may remain credible alternatives, but need legal standing, regulation, and management support. In planning reform processes ways should be identified as from the beginning to ensure that the needs are reflected in design, implementation and management of reform processes for sustainability. Reform policies and laws should unambiguously include a definition of the poor, provide regulations and guidelines for reaching them and as well accommodate other service providers where they are more effective than the utility.





Mobilising financial resources for development of the sector





Multilateral and bilateral agencies are perceived to be keen to provide support as part of their commitment to eradication of poverty, but insist that there must be clear commitment to reforming the sector and to bringing in other actors, to ensuring transparency in the process of reform, and to addressing the needs of the poor.  There is a need to create provisions to ensure cash flow of utilities during a transitional period where they are improving performance whilst developing socially and commercially acceptable tariff systems and viable service options.





Achieving cost recovery





Cost recovery should be made one of the cornerstones of sector policies.  Governments and regulators should offer utilities tariffs and conditions allowing them to meet their costs. The objective of addressing the need of the poor is not in contradiction with cost recovery. Well thought through cross subsidies based on market research and communication with consumers, groups and communities can result in combination of a realistic tariff structure and alternative service provision arrangements.





Regulations





While increasing the role of the private sector, public aspects of water and sanitation services should not be compromised. Creation of independent regulators and corresponding legislation can help to ensure public interest and a democratic control.














The challenges of sanitation and hygiene





Examples exist of effective sanitation cost recovery from water supply tariffs to ensure integrated improvement of the whole sector. Even so, sanitation and hygiene have been overlooked in most reform processes and must be given higher priority to achieve health improvements and wellbeing.





Water resources management





Water as an economic, social and natural resource must be managed in an integrated manner. The issues has largely been ignored and relegated to the background in the water supply sector. It is now time that the reform process looks at the whole water sector in a holistic way.





Follow-up planning of WUP project on the reform of the Water Sector





This concerns project 1 of WUP which has five projects.  The Dutch government has committed itself to support this project, but indicated the need for better and more operational planning with clearer indication of results and clarity of how these are planned to be achieved with the available financial means. The French ministry of development co-operation expressed similar concerns and only financed an initial activity for one of the project components involving the Office International de l'EAU that participated in the meeting of the organisation committee. Other parties involved were the African Development Bank, the World Bank Institute and several Streams of Knowledge Partners from Africa. 





The results of the conference with the priority issues indicated should be reflected in an updated and improved version of the general project document that was transmitted earlier.  The new draft could be discussed between WUP, World Bank, DGIS, and the French development Co-operation so that a green light can be given for detailed project planning and professional proposal development with involvement of key stakeholders.  The components of the project should be reviewed in the light of new insights concerning stakeholder participation in reform processes. Advocacy and capacity building strategies should be targeted more clearly. Concern was expressed about the capacity of the WUP secretariat. A different way of implementing the project is needed based on the added value or specific strength of potential partners that have been identified. The idea expressed by most participants in the follow-up meeting was that WUP should be a broker, and not so much an executing agency. 





Certain activities under the project have already been, or are being implemented. This conference is an example. So there is a need to review the status of the project, and reach an understanding concerning the joint support that different donors can provide. The African Development Bank intends to provide support "In kind" (Supporting the conference secretariat by providing support staff and equipment was an example). GTZ is interested to support a project aiming to develop guidelines for regulating bodies as a separate project. It is expected that the French and the Dutch Government would be interested to contribute jointly to the remaining components.





The following was concluded:





An updated and improved "framework project document" should be prepared and submitted to donors before 1 May. This document would reflect the results of the conference.


Prior to this, the Director of WUP should communicate with the relevant departments and persons in DGIS and the French development Co-operation Ministry so as to agree on the process of finalising the project proposal and obtaining approval for its implementation.


The updated and improved document will be discussed in a meeting with the supporting donors and the World Bank. The meeting could take place in May and should result in a green light for detailed project planning and proposal development. It should also result in consensus concerning the budget and the levels of funding by DGIS and the French Government.


Based on the green light decision, DGIS and the French Government could make part of the budget available through the World Bank. Disbursement of main project funds could be subject to their approval of the final proposal.


A detailed project plan and proposal should be ready before 1 July. Formulation of the proposal requires the assistance of a good professional consultant for project planning and writing the document. The project planning and formulation process could include a well prepared planning workshop with key stakeholders and partners. For this a facilitator with the right skills and knowledge of participatory project planning would be needed. 


The proposal and plan would be submitted early July. 


Based on positive indications of donors after receiving the document, WUP could report on the status of the project during the August meeting of the GWP.


Release of the main project funds should be achieved before end December 2001 so as to ensure continuity of the project process and the follow-up of the conference.





Advice to DGIS





The conference has been useful and successful. The WUP secretariat has done and is still doing a good job in facilitating exchange of experience on reform processes, advocacy and linking up countries and sector actors. There is also an increasing degree of political support. In other words, WUP has created a constituency and is making a difference. There is also a clear expression of needs from the utilities and other stakeholders. Several bilateral donors and international financing agencies are interested to support the WUP project on sector reform. Continued DGIS funding to sector reform through WUP is therefore in my view justified.





The steps towards final project approval and funding as described in the preceding section has been agreed upon by the WUP secretariat. Judging from the process of organising the conference and the lack preparation of the follow-up meeting, WUP seems to need professional support to ensure follow-up rapidly and effectively.  DGIS could make available, possibly through World Bank following the same pre-financing arrangement as for the conference, some funds for this. Funding could concern appropriate documentation and dissemination of the results of the conference, detailed planning of follow-up and project proposal updating and improvement. It would be important to ensure that the funds are used for professional editors and for independent consultants and facilitators, not necessarily from the WUP inner circle, but who are really up to the job. 





With the increasing momentum of sector reform, taking into account the other projects that are ongoing, there is some concern about the capacity of WUP to manage the various projects, components and events. This problem should be addressed in the updated and improved project framework document. 





The current Director of WUP seeks financial support for the development of the WUP secretariat as a more permanent entity and would like to increase its staff considerably. This, however, does not seem justified unless such entity has a credible strategy to generate its own revenues from the African stakeholders or from a management fee on project budgets. Further, the WUP secretariat could explore possibilities for temporary placement of African utility staff to be put on specific WUP projects as an in kind contribution from the water utilities.





The alternative is to make best possible use of existing networks and work on a partnership basis.  For instance, the relation with the UAWD (Union of African Water Distributors) where the WUP secretariat is located is not really used. Founding organisations like TREND and CREPA are hardly involved. Several other organisations have been identified as possible project partners. These organisations have the capacity to manage and implement components of the project.  The WUP secretariat could continue to play an over-all co-ordinating and facilitating role for which it would not need to increase its staffing.





Concluding, it is recommended that: 





DGIS continues to support the project on sector reform following the process described in the preceding section.


The issue of project management and strengthening of the WUP secretariat is discussed in May, on the basis of an updated and improved project framework document.





Teun Bastemeijer
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