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1. BACKGROUND

Improving governance arrangements for the water and sanitation sector is now well recognized as the essential pre-condition for expanding access to water and sanitation services in accordance with the targets set out in the Millennium Development Goals. In the five east African Countries of Kenya, Uganda, Tanzania, Rwanda and Burundi, Governments have attempted to address the need for improved governance through a process, commonly referred to as “water sector reform”, which aims to:

· Improve  the  enabling environment for sector development;

· Increase the flow of investments into the sector

· Ensure effective segregation of responsibilities;

· Establish viable and customer-oriented  institutions; 
· Commercialize the delivery of services; and 
· Promote improved forms of dialogue and collaboration between sector stakeholders

An examination of the water sector reform process in the five countries  reveals different models and varying degrees of success in achieving the water and sanitation related MDGs. The main objectives of this assessment are to:

· synthesize the lessons learnt that can inform decisions on water sector reform in the African context and 

· provide a knowledge base for UN-Habitat to engage with Governments and Service Providers  on water sector reform
2. OVERVIEW OF THE WATER SECTOR REFORM IN KENYA

Although there were several attempts to reform the water sector in Kenya during the 1980s and the 1990s, the passage of the Water Act, 2002, represented the beginning of the first comprehensive programme to address governance issues in the sector  and to place the sector on a sustainable developmental pathway. 
2.1 Guiding Principles

The Water Act of 2002 is based on eight (8) guiding principles, as follows:
· Separation of functions: The separation of policy making functions from day-to-day administration, implementation and regulation;

· Decentralization: The decentralization of functions to lower level organs. Decision-making and operations decentralized from the national level to the regional level for increased efficiency and effectiveness.  The devolution of responsibility for asset development to the Water Service Boards; and for water resources management to the Water Resources Management Authority; Catchment Area Advisory Committees, communities and other actors.
· Clarity of mandate: Avoiding duplication and/or overlapping of functions.

· “No responsibility without authority”: All actors have clearly defined roles and will have delegated authority when performing their duties.
· Transparency and good governance: Transparent sector budget allocation, fund use and reporting. 
· Inclusion of stakeholders and users  in advisory and decision-making capacities. To entrench public participation and involvement in water services and water resources management

· Avoiding conflict of interest:  Institutions and authorities should not be both “referee” and “player”. Separation of policy for implementation functions within the water resources management sector.
· Human resources re-deployment and development. Human resources policies aimed at ensuring the availability of sufficient numbers of qualified staff at all levels to ensure effective sector institutions.
2.2 Institutional Framework

The Water Act established a new institutional framework, one of the guiding principles of which, was a separation of functions, between policy making and the provision of water and sanitation services, between asset holding and operation, between the management of water resources and the development of the resources, and also between the delivery of services and the regulation of service delivery. Accordingly, the institutional framework has sought to apply the guiding principles, as outlined above, including “separation of functions” and  “avoiding conflict of interest”. 
The sector institutions and their respective roles and responsibilities, are set out below at Table 1.
Table 1: Institutional Structure of the Water Sector in Kenya

	Institution
	Roles and Responsibilities

	Ministry of Water and Environment
	Development of legislation, policy formulation, sector coordination and guidance and monitoring and evaluation

	Water Resources Management Authority (WRMA)
	· Catchment and Sub-Catchment Planning, management protection and conservation of water resources. Support and facilitation of Water Resources Users Association (WRUAs), and engagement of civil society/state and non-state in the management of Sub-Catchments.

· Planning, allocation, apportionment, assessment and monitoring of water resources

· Issuance of water permits. Water rights and enforcement of permit conditions

· Regulation of conservation and abstraction structures



	Catchment Area Advisory Committees (CAACs)
	· Advising WRMA on WR issues at the catchment level

	Water Resources Users Associations (WRUAs)
	· Involvement in the decision-making process to identify and register water use
· Collaboration in water allocation and catchment management

· Assisting in water monitoring and information gathering 

· Conflict resolution and cooperative management of water resources

	Water Service Regulatory Board
	· Regulation and monitoring of water services boards
· Issuance of licenses to water service boards

· Setting standards for provision of water services

· Developing guidelines for water tariffs

	Water Service Boards (WSBs)

Regional Institutions  – 8 in all 
	· Responsible for efficient and economical provision of water services
· Developing water facilities

· Applying regulations for water services and tariffs

· Procuring and leasing water and sewerage facilities

· Contracting water service providers.

	Water Service Providers (WSPs)
	· Provision of water and sanitation services

	Water Services Trust Fund (WSTF)
	· Financing provision of water and sanitation for the most disadvantaged
· Financing Water Resources Management investment

	The Water Appeals Board (WAB)
	· Arbitration of water related disputes and conflicts

	National Water Conservation and Pipeline Corporation (NWCRC)
	· Development of bulk water supply, medium and large dams

	Kenya Water Institute (KEWI)
	· Training and research

	National Irrigation Board (NIB)
	· Development of irrigation infrastructure 


2.3 Achievements 

The water sector reform process in Kenya has had a number of positive outcomes, as follows:

a) The water sector is now better organized with a clear and well articulated institutional structure. This has  helped to improve the enabling environment for more effective management, increased investments and the delivery of services at the local level. The institutional structure has provided a good balance between the decentralization of services, the “clustering” of service delivery institutions into viable units,  the need to bring services closer to the people, and the potential which the structure offers to relate the cost of services to the situational context of the service provider. This is a feature of the Kenyan model that has not been achieved in the other 4 countries.

b) The enabling environment for increased investments has been enhanced with the result that the flow of investments in the sector has increased by a substantial amount. A key factor in the increased flow of investments, has been the increased confidence  shown by development partners in supporting the sector once the reform process was underway. For example, from the year 2002 (when the reforms started) to 2009 (when the reforms had been fully operationalized), investments in the sector increased from about USD23 million a year to about USD 320 million a year. This represents an increase in the flow of investments of over 1400% which is a noteworthy achievement.
c) With improved funding and a stronger institutional framework, the sector has been attracting a higher caliber of human resources, with  more professionals in the critical areas of technical and financial management. This has helped to raise the profile of the sector and the capacity to absorb the increased flow on investments.
d) Improved governance has helped to make the sector more transparent, reducing the scope and potential for corruption.
2.4 Challenges

However, a number of challenges remain. These are as follows:
a) Emerging trends such as rapid urbanization and climate change, the increased incidence of extreme events associated with flooding and drought, problems of urban drainage as well as growing pressures on land and water resources, call for new approaches in Integrated Water Resources Management. The present institutional structure does not easily fit into an IWRM framework and this will likely pose greater challenges in water resources management in the years to come;

b) While the water sector as a whole has been able to attract more investments, there is a serious lack of investment in water resources management, and, in particular, the monitoring systems needed to generate information and decisions support systems on water management

c) The institutions which have been established under the reform process, continue to lack adequate technical and financial capacity to ensure the sustainable delivery of services. This applies, in particular to the Water Service Providers, most of which, continue to face challenges in meeting operation and maintenance costs as well as high levels of inefficiencies in areas such as non-revenue water and energy usage.
d) While sector investment flows have increased, there is not enough investment in sanitation. As a result, access to basic sanitation remains very low, 12 years after the sector reform process was initiated. One reason for this is that the responsibility for sanitation has not been well elaborated in the institutional arrangements with the result that the WSBs and the WSPs continue to give priority to water supply.
e) The institutional structure does not facilitate a demand-driven, or pro-poor approach to investment planning and is not optimal considering the huge investment needs in the sector. This is because there are no direct communication links between the asset holders (the WSBs) who make decisions on investments, and the users of the services which are delivered by the service providers. Furthermore the service providers are engaged to manage the service delivery systems, not to engage in long term investment planning. 
f) The institutional structure does not adequately address the needs of the rural areas. In these areas, there is a need for institutional arrangements to provide technical support and backstopping to community-managed services. There is also a need to extend the mandate of urban service providers to rural areas, and to promote dedicated rural service providers.
3. OVERVIEW OF THE WATER SECTOR REFORM IN TANZANIA
       3.1
Policy and Legal Framework

The water sector reforms in Tanzania started with the first National Water Policy in 1991. Since then, the legislative and policy framework for the sector have been further elaborated through the revised National Water Policy, 2002 (NAWAPO), the National Water Sector Development Strategy (2006), the Water Resources Management Act (2009) and the Water Supply and Sanitation Act (2009). The legislative process which has been undertaken, is based on a number of fundamental principles, including:
· Community participation;

· Decentralized management

· The adoption of appropriate technologies which were affordable, adaptable and acceptable to the beneficiaries

· Cost sharing for rural water supply and cost recovery for urban water supply

· The institutionalization of autonomous Urban Water and Sewerage Authorities

· An integrated approach to water resources management

The core legislation are considered to be the Water Resources Act (2009) and the Water Supply and Sanitation Act (2009). 

3.2
Institutional Framework

The institutional framework makes a distinction between water resources management and water supply and sanitation as per the respective Acts.
The institutional responsibilities for water resources management are set out at Table 2 below.
Table 2: Institutional Framework for Water Resources Management in Tanzania

	Institution
	Roles and Responsibilities

	Ministry of Water and Irrigation
	· Provides sector coordination, policies, strategies,  financing, technical standards and guidelines
· Monitors water quality

· Deals with trans-boundary issues of national interest

· Develops water resources of national interest

· Maintains the national water resources sub-sector  information

· Supervises sub-sector institutions

	National Water Board
	· Advises the Minister of Water and Irrigation on matters related to multi-sectoral coordination in integrated water resources planning, management and investment

· Provides advice on the resolution of national and trans-national water conflicts

· Oversees the work of the Basin Water Boards.



	Basin Water Boards (9)
	· Data collection, processing and analysis for WRM

· Coordinate and approve basin-wide water resources management planning and budgets

· Approve water water use and discharge permits

· Resolve conflicts between water users

	Catchment Water Committees and Sub-Catchment Water Committees
	· Coordinate and harmonize integrated water resources management plans 

	Water Users Associations
	· Manage allocation of water resources at the local level
· Manage equitable allocation of water resources during drought

· Mediate in local disputes


The institutional responsibilities for the delivery of water supply and sanitation services are elaborated in Table 3 below. In this regard, it should be noted that only two statutory bodies may provide water supply services to customers. These are, i) Water Supply and Sanitation Authorities (WSSAs), and ii) Community Owned Water Supply Organizations (COWSOs).
Table 3: Institutional Responsibilities for Water and Sanitation in Tanzania

	Institution
	Roles and Responsibilities

	Ministry of Water and Irrigation (MOWI)
	· Develops policies and strategies

· Advises EWURA  on formulation of technical guidelines and standards
· Coordinates planning and implementation of projects of national importance

· Secures financing for infrastructure and capacity development projects

· Monitors performance and regulates COWSOs

· Provides technical guidance to the district councils

· Provides technical guidance and coordination of the Water Supply and Sanitation Authorities, including their strategies and plans

· Supervises the Water Resources Institute

· Supervises the Drilling and Dam construction Agency

	Ministry of Health and Social Welfare
	· Develops policy guidelines and strategies for sanitation
· Provides technical assistance to local government authorities on sanitation
· Prepares Acts, Regulations and standards for sanitation

· Monitors, regulates, and provides support and advice to LGAs and stakeholders on sanitation issues

	Water Supply and Sanitation Authority (20 urban utilities and over 100 district utilities)
	· Own, manage and develop water supply and sewerage assets
· Prepare Business Plans to provide water supply  and sanitation services 

· Secure finance for capital investment

· Contract and manage service providers

· Provide services not contracted out

· Formulate by-laws for service provision (for approval by the Local Government Authorities)


	Service Provider (SP)
	· Provides water supply and sewerage services in accordance with contractual requirements

· Collects revenues for services

· Construction of water supply infrastructures

	Community-owned water supply organization (COWSOs)
	· Own and manage water supply assets
· Operate and maintain water supply assets
· Determine customer tariffs
· Collect revenue for the provision of services

· Contract and manage service providers

	Energy and Water Utility Regulatory Authority (EWURA)
	· Approves Business Plans and issues operating licenses to WSSAs

· Approves Service Tariffs

· Publishes technical guidelines and standards

· Monitors water quality and performance of WSSAs
· Collects and publishes comparative performance data

· Advises MOWI on impact of major capital works on customer tariffs

	Prime Minister’s Office – Regional Administration and Local Government Regional Secretariat
	· Co-ordinates project planning, budgets  and capacity development for local government authorities

· Representation on WSSA Boards

· Provides technical support,  advice and supervision of  Local Government Authorities

	Local Government Authorities (Municipal and District Councils)
	· Representation on WSSA Boards
· Coordinate WSSA budgets 

· Delegated performance monitoring and regulation of COWSO’s

· Provide and/or promote on-site sanitation

· Formulate and/or enact by-laws on water supply an sanitation

	Village Councils
	· Promote the establishment of COWOs and provide representation on COWSO management bodies
· Coordinate COWSO budgets within council budgets

· Resolve conflicts within and between communities

· Formalize by-laws concerning water supply and sanitation


3.3
Achievements

Like the Kenya Model, the Tanzanian Model represents a clear separation of responsibilities and functions between:

· Policy, strategy, sector coordination, investment planning and resource mobilization (Ministry of Water and Irrigation)

· Regulation (EWURA)
· Service provision (WSSAs, SPs and COWSOs); and

· Water resources management (NWB, BWBs, CWCs and WUAs)
The key achievements are as follows:

i) The legal and institutional framework is well defined and supported by a comprehensive body of legislation.
ii) The central role of the Ministry of Water and Irrigation in policy, sector coordination, strategic planning, investment programming and technical assistance, has ensured that the development of the  sector is now well supported by effective planning, management and information systems at the highest level; 
iii) Given that one of the key bottlenecks to the attainment of the water and sanitation MDGs is the lack of investment, one of the major achievements of the sector reform process is that the  Ministry of Water and Irrigation has been moderately successful in mobilizing a substantial level of resources for sector investment. One of the main instruments for the mobilization of funding is the “Water Basket” which receives contributions from Development Partners and Donors on the basis of an agreed work plan developed jointly by the “Development Partners Group” (DPG). In addition to the “Water Basket”, other funding sources include earmarked funding from the Government or Development Partners for specific projects (for example, the UN-Habitat supported “Lake Victoria Water and Sanitation Initiative”), as well as “own projects” by Utilities or other Service Providers. The success of the Government in mobilizing resources is shown by the fact that during the first phase of the Water Sector Development Programme (WSDP) running from 2006 to 2014, total commitments from the Government and from Development Partners amounted to over USD1.26 billion. This equates to about US$25 per capita, which is more than enough to ensure achievement of the MDG targets for water.

iv) The basic principle of decentralization of service delivery has been achieved. In the urban sector, all towns and cities, ranging from Dar es Salaam with over 3 million inhabitants to small townships such as Muleba, with 10,000 inhabitants, are served by urban water supply utilities. There are over 120 service providers delivering services in small towns and cities across the country. In the rural areas, services are provided by Community-Owned Water Supply Organizations. The decentralized model of service delivery has helped to bring services closer to the people and facilitates a more effective interaction and information exchange between customers and the service providers.  
v) The active role of the Regional and Local Governments helps to ensure that the sector is well coordinated with development programmes and activities at the regional, town and village levels. 

vi) The independent regulation of the sector through an autonomous Agency (EWURA) has helped to de-politicize issues such as tariff revisions and the issuing of operating permits to service providers. Furthermore the regulatory system includes much needed technical support, performance benchmarking and reporting requirements, which has helped to raise the performance level of service providers. For example, the requirement for WSSAs to submit business plans with their tariff review applications has helped to promote a strategic planning approach to utility management.
vii) The management of water resources, based on the basin-wide approach has helped to improve decision-making, monitoring and conservation of the nation’s water resources.
3.4
Challenges

i. The reform of the sector has not given adequate attention to the special problems of Dar es Salaam. The City of Dar es Salaam is now the fastest growing city in Africa, and this rapid rate of urbanization is being accompanied by many challenges, including the proliferation of informal settlements, flooding, the increasing pollution of fresh water sources, salinization of the ground water aquifer,  limited access to sanitation and chronic water shortages. The extent and growing severity of these problems,  indicate the need for special institutional, planning and management mechanisms. These special mechanisms, which require an integrated approach with close links to urban planning, storm water management and climate change,   cannot be accommodated within the existing institutional arrangements. An approach, based on Integrated Urban Water Management, is now urgently needed as the water and environmental problems of the city continue to worsen.

ii. The institutional structure, based on the principle of decentralization and bringing services closer to the people, imposes inherent challenges in ensuring adequate institutional capacity, especially in small towns and rural areas where a minimum level of technical and managerial capacity is needed even for a small utility. Accordingly, most of the service providers face formidable challenges in meeting the operation and maintenance requirements for service delivery, complying with regulatory standards, and ensuring the sustainability of the infrastructure necessary for delivering services. These capacity limitations are particularly severe in the area of investment programming, tariff setting and business planning. The small utilities therefore rely heavily on the Ministry of Water and Irrigation for these core functions. However, the Ministry itself suffers from capacity limitations and is not able to provide the requisite technical support to the utilities and service providers in small towns and rural areas. 

iii. Although the Government, through the Ministry of Water and Irrigation has been able to mobilize a substantial amount of resources to fund the Water Sector Development Programme, the rate of implementation has been slow, due largely to the absence of a comprehensive, fully scoped development programme and inherent capacity limitations of the Ministry to implement programmes. A better arrangement would have been for the Ministry to out-source the design and implementation of the Water Sector Development Programme and to maintain an oversight and monitoring role. Another possible arrangement would be the establishment of a semi-autonomous agency to deal, specifically, with the design and implementation of programmes.
iv. In the area of water resources management, the key challenge lies in the setting up and operationalization of the institutions set up under the respective laws. Progress on this is still slow, so that even though there is a very good legal framework for water resources management, the actual implementation of the framework is slow. Furthermore, the legal and institutional framework does not provide an effective enabling environment to address Integrated Water Resources Management (IWRM), which requires strong inter-sectoral linkages and a decision-making platform that can address issues such as water resources allocation across sectors and optimal water resources planning and development. 
v. Another important challenge is in the area of sanitation. The water sector reform program in Tanzania, like in Kenya, has failed to give adequate attention to sanitation, with the result that Tanzania, like most of the countries in sub-Saharan Africa continues to make slow progress in sanitation access. 
4. OVERVIEW OF THE WATER SECTOR REFORM IN UGANDA
4.1
Policy and Legal Framework
The water sector is one of the priority sectors in Uganda and water supply, sanitation and water resources management are among the key issues emphasized under the national Poverty Eradication Action Plan (PEAP). The Government of Uganda initiated reforms in the water sector since the late 1990s and these reforms have resulted in a comprehensive policy and legal framework for the sector. The framework comprises a set of policies and laws, the most notable of which include:
5. The National Water Policy (1999);

6. The Water Statue (1995);

7. The National Water and Sewerage Corporation Statute (1995); and
8. The Local Government Act (1997).

The National Water Policy (NWP) adopted in 1999, provides the overall policy framework for the water sector. The National Water Policy promotes the principles of integrated water resources management as a means to ensuring sustainable management and utilization of Uganda’s water resources. The policy also emphasizes that water is both a social and economic good, whose allocation should give first priority to domestic use. The policy is based on the principle of “some for all, rather than all for some”. The policy anchors operation and maintenance as an integral part of all water programmes to ensure sustainability. The policy also emphasizes the key role played by women in all water management and development activities.
The Water Statute (1995) is the principal law for the water sector. The main objectives of the Statute are to:

· Promote the rational management and use of the waters of Uganda

· Promote the provision of a clean, safe and sufficient supply of water for domestic purposes to all persons

· Allow for the orderly development and use of water resources for animals, irrigation, industrial, commercial and mining uses, energy, navigation, fisheries, preservation, of flora and fauna and recreation in ways which minimize harmful effects to the environment; and

· Control pollution and promote the safe storage, treatment, discharge and disposal of waste which may pollute water or otherwise harm the environment and human health.

The main provisions are as follows:

· All water in Uganda is vested in the Government 
· The right to use water, to construct or operate any works, or to pollute water can only be conferred under the provisions of the water statute

· Besides general rights to use water for domestic purposes, fire-fighting, and subsistence garden irrigation, the Statute does not authorize allocation of permanent water rights, but rather provides for the issuance of time-bound permits to abstract water, to construct hydraulic works and to discharge waste.

The Water Statute is a modern water law, in that it is flexible, deferring details to regulations that can more easily be changed as conditions change and provides for delegation of powers and broad exemptions from regulation.
The Water Resources Regulations (1998), Waste Discharge Regulations (1998), Water Supply Regulations (1999) and the Sewerage Regulations (1999) give effect to the provisions of the Water Statute.

The National Water and Sewerage Corporation Statute (1995) establishes the NWSC as a Water and Sewerage Authority and gives it the mandate to operate and  provide water and sewerage services in areas entrusted to it on a sound commercial basis. The Act requires the Minister responsible for water affairs to enter into a performance contract with NWSC in relation to its operations in accordance with the provisions of the Water Statute. The Statute empowers the NWSC to own assets in the areas where it provides services without the need of compensation in respect of the transfer of such assets.
The Local Government Act defines roles for different levels of government in provision and management of water and sanitation related activities. The Act stipulates that provision of water and maintenance of facilities is a role of Local Governments in liaison with the Ministry responsible for water affairs. The Act empowers the different levels of government to plan and implement development interventions according to identified local priorities.
4.2
Institutional Framework
The National Water Policy provides for the management and development of the country’s water resources by providing for both short term and long term strategies for the development of management capacity for the sector, based on an analysis of current sector priorities and management capacity levels. 

As part of the overall water sector institutional framework, the Water Statute, provides for the establishment of an eleven-member multi-sectoral Water Policy Committee (WPC), as a principal advisory organ to the Minister responsible for water affairs and whose role also includes setting national policies and priorities, including coordinating revisions to sector legislation and regulations.
The water statute also provides for the formation of Water and Sanitation Committees, Water User Groups, and Water User Associations, as local community level organizations, to ensure the sustainability of the water supply and sanitation facilities.

The institutions involved in the water sector and their respective roles and responsibilities are set out below in the following Table.

Table 4: Institutional Responsibilities for the Water Sector in Uganda

	Institution
	Roles and Responsibilities

	Ministry of Water, Lands and Environment
	· Policy formulation, setting standards, strategic planning, coordination, quality assurance, provision of technical assistance, capacity building 


	Directorate of Water Development (DWD)
	· Lead Agency responsible for policy guidance, coordination and regulation of all water sector activities including provision of oversight and support services to the local governments and other water supply service providers
· Coordination of responsibilities for the investigation, use, protection and development of water resources

· Promotes the provision of clean and safe supplies of water for domestic purposes to all persons
· To control pollution and provide the safe storage, treatment, discharge and disposal of water, which may pollute water sources or have other harmful effects on the environment

	National Water and Sewerage Corporation (NWSC)
	· Own, manage and develop water supply and sewerage assets in its area of jurisdiction 
· Autonomous entity responsible for the delivery of water supply and sewerage services in the major towns and large urban centers (30 in all)

	Ministry of Finance, Planning and Economic Development
	· Mobilization and allocation of financial resources including coordination of donor inputs and the privatization process

	Ministry of Local Government
	· Establish, develop and facilitate the management of efficient and effective decentralized government systems capable of delivering the required services to the local people

	Ministry of Health
	· Promotion of hygiene and household sanitation

	Ministry of Education and Sports
	· Promotion of sanitation and hygiene education in schools

	Local Governments
	· Responsible for the provision and management of water and sanitation services in rural areas and urban areas outside the jurisdiction of NWSC and other service providers

	Water User Committees
	· Planning, implementation and operation and maintenance of the rural water and sanitation facilities. User communities are also obliged to pay for urban water and sanitation services provided by NWSC and other service providers


4.3
Achievements

I. Like in Kenya and Tanzania, the water sector reform process has contributed to a substantial increase in the level of investment in the sector. In 2003/2004, the total funding for the sector was about US$54 million, while in 2012/2013, the level of funding was about US$153 million, meaning that the annual funding of the sector had increased by nearly three times.

II. The more effective institutional framework and the higher level of funding have enabled Uganda to achieve reasonable levels of access, especially in the rural areas. The latest official data released by the Government indicate that access to safe water in urban areas is about 70%, while access in the rural areas is about 64%. Country-wide household latrine coverage is about 71%.

III. The institutional structure, has been instrumental in creating a good balance between investments in the main urban centers and in small towns and rural areas. The Directorate of Water Development (DWD) is the lead institution in the sector, but takes primary responsibility for water development programmes in the small towns and rural areas while the National Water and Sewerage Corporation, considered as one of the most efficient water utilities in Africa, takes the responsibility for water development in the main urban centers. The healthy competition between these two institutions has been an underlying factor in the ensuring a good balance in the allocations of investments. Furthermore, these two institutions have developed strong capacity in investment planning and programme implementation which has also helped to ensure that funds allocated for the sector are efficiently utilized. For example, in the case of the Lake Victoria Region Water and Sanitation Progamme (Phase 2), funding by the African Development Bank, Uganda (through DWD) has been leading the other four countries in the rate and efficiency of implementation. 
IV. Another important achievement has been in the establishment of the National Water and Sewerage Corporation as a national institution charged with implementing a fully commercial approach to the provision of water and sewerage services in all major urban centers. This is a unique arrangement among the three countries and has provided opportunities in Uganda for the urban water sector to benefit from economies of scale and to introduce performance benchmarking, knowledge sharing and competition as drivers for performance improvements. As mentioned above, the NWSC has been able to enhance its management performance to the extent that the urban water sector in Uganda is considered to be one of the best managed in sub-Saharan Africa. Although the rate of urbanization in Uganda is still low, the major towns are growing rapidly so that the benefits of having an effective urban water utility will increase in the future.
V. With respect to small towns, Uganda is one of the few countries in sub-Saharan Africa that has been successful in fully engaging the private sector in the management of piped water services. As noted by the “Water and Sanitation Sector Performance Report of 2013”, out of 104 gazetted water supplies, 58 (56% of the total) have management contracts with private operators. These Private Operators, are organized under the Umbrella of the “Association of Private Water Operators of Uganda”, and are able to benefit from technical assistance and capacity building provided by DWD and also by various development partners.

VI. Accordingly, the model for service provision in both large and small towns, is working well, with NWSC responsible for the large urban centers and private operators managing services  in most of the small urban centers. 
VII. Another important achievement is the level of capacity building being provided by the Ministry through the DWD. The DWD has a training division to deliver capacity building to local government authorities, private water operators and Water User Committees. This is considered effective. In the rural areas, DWD also helps to build technical capacity by providing manuals and guidelines in areas such as rainwater harvesting and hand-dug wells.

VIII. With respect to water resources management, some progress has been made. For example, a total of four Water Management Zones (WMZs), have been established (since 2011) with the aim of operationalizing IWRM at the basin level. Hydrological networks are also been well managed and the number of water abstraction permits and waste discharge permits have been increasing.
IX. The  progress in water sector reform has also contributed to improved sector coordination mechanisms, especially through the Sector Wide Approach (SWAP) which is a mechanism where Government and development partners agree on a strategy to achieve improvement ins ector performance and more effective use of financial resources through programmes rather than projects. The SWAP framework has proved to be the most appropriate mechanism for resoures mobilization and implementation of the agreed action plans.

4.4 Challenges

While the water sector reform programme has achieved a number of positive outcomes, there are sill a number of challenges which need to be addressed.

I. Firstly there is no independent agency in Uganda to regulate the delivery of services.  Regulation is being provided through performance contracts and by a Regulation Unit in the Ministry of Water This implies that issues such as tariffs, service quality, and the efficiency of service providers are subject largely to the discretion of the Ministry of Water and Environment and the service providers themselves. There can be no assurance that the interests of the customers are being adequately protected or that the regulatory process is devoid of political interference.  For example, in Kampala, NWSC continues to experience high levels of non-revenue water, which has to be reflected in tariffs. An independent regulatory agency would help to put pressure on NWSC to do more to reduce non-revenue water in the city.

II. Another emerging challenge is the declining level of investment in the sector. Over the period, 2011/2012 and 2012/2013, for example, the sector budget declined by about 25%. One of the reasons for this is the absence of a sector resource mobilization strategy that can access non-traditional sources of finance as well as develop modalities to access funding from the private sector. The Ministry of Water and Environment does not have the necessary capacity to engage in resource mobilization efforts. As the funding landscape continues to change, the institutional capacity to address sector financing will need to be strengthened. In this regard, Uganda could learn from Kenya, where the Water and Sanitation Trust Fund (WSTF) was established as an integral component of the institutional structure emanating from the water sector reform.

III. In the area of sanitation, the water sector reform has failed to address the institutional responsibilities for sanitation. Sanitation continues to lack behind the water sub-sector, both in terms of investment and the priorities accorded by the Government. For example, investments in urban sanitation seem to be driven largely by development partners and not by the NWSC and/or by the DWD. 

IV. The institutional arrangements for Integrated Water Resources Management (IWRM) are also weak at the national level, although efforts are being made to implement IWRM at the catchment level. 

5.
LESSONS LEARNT
The comparative assessment of the water sector reform process in the three (3) East African Countries of Kenya, Uganda and Tanzania, have revealed a number of lessons, as follows:

1. A programme of training and capacity building is critical to the success of a water sector reform process. The decentralization of roles and responsibilities to Local Governments and Service Providers at the town and village level will lead to severe capacity gaps unless these devolved institutions can benefit from technical assistance and capacity building from a national agency.  Of the three countries, Uganda, through the Department of Water Development has been the most effective in delivering technical assistance and capacity building to help the local governments, town water boards and private operators to meet their responsibilities. 

2. The reform process should aim to establish strong and viable institutions as a means of ensuring the efficient delivery of services and as a pre-condition to attract investment. Institutions such as the NWSC in Uganda and the Mwanza Urban Water and Sewerage Authority in Tanzania, which are considered to be efficient and well run, have, in recent times, received large infusions of investments from the EIB, KFW and AFD. 

3. National Governments have an important role in resource mobilization to ensure that investments in the sector are commensurate to the needs. Both Tanzania and Kenya have been successful in this regard. In the case of Kenya, the establishment of the Water and Sanitation Services Trust Fund (WSTF) has provided an effective institutional mechanism to meet funding gaps for investment.

4. Programme implementation capacity must be either integrated into national institutions or outsourced. This is shown very clearly in the case of Tanzania where the sector reform has resulted in a substantial increase in allocations for sector investment without a commensurate increase in implementation capacity. The result has been a low level of absorptive capacity. This compares, for example, with Uganda, where there has been much effort to upgrade the technical and project management capacity of the DWD within the National Ministry. As a result then absorption capacity of the water sector in Uganda is very high.

5. The water sector reform must be clear on the issue of asset ownership and timelines for the transfer of assets. This is a continuing problem in Kenya that remains unresolved and poses a constraint to sector investment. The water and sewerage assets are still owned by the National Government, some 10 years after the water sector reform process was initiated, even though they should have been transferred to the regional water boards. In Uganda, the assets are owned by the NWSC, in the case of the large urban centers and by the local governments for the small towns. In Tanzania, the assets are owned by the Water Authorities.

6. In the urban water supply sector, the reform should consider the clustering of service providers to avoid small providers that cannot meet the minimum scale of operations for sustainability. This is a major problem in Tanzania, where small Water Authorities with less than 15,000 connections (considered to be the minimum necessary for viability)  are common. A large number of them have less than 1,000 connections. The advantages of clustering are clearly demonstrated in Uganda where the NWSC, with responsibility for 30 urban centers, has emerged as one of the most efficient and effective urban water utilities in Africa.

7. It is of vital importance to embed independent regulation into the water sector reform process. Periodic reviews of water tariffs is essential and should constitute the core responsibility of the Regulatory Agency. In this regard, Regulatory Agencies, such as WASREB in Kenya, can play a major role not only in providing independent regulation, and periodic tariff adjustments for service providers, but also utility benchmarking and capacity building. This is a deficiency in the water sector reform process in Uganda.

8. The institutional structure can be optimized to meet targets in investment programming, for example, to ensure that the right balance is achieved between investments in large urban areas and in small towns and rural settlements. This is well demonstrated in Uganda where two strong institutions, the DWD and the NWSC, provide the platforms for advocating for and managing  investments in the small towns and rural areas, and the large urban centers, respectively. In Kenya, the WSTF provides a platform for mobilizing investments in the informal settlements of the urban areas.

9. The institutional structure can also support the engagement of private operators, as shown in Uganda where over 58 private operators are currently delivering services in small towns. However, the process for engaging the private operators need to be transparent and performance contracts need to be clearly articulated to ensure acceptable standards of operation and maintenance. 

10. The water sector reform should give priority to sanitation, both with respect to policies and institutional roles and responsibilities. This is a clear deficiency in the three countries where a bias towards water supply is reflected in the policy and institutional arrangements. As the countries become more urban, and the issues of urban sanitation and environmental pollution become more severe, this imbalance will need to be addressed.

11. While the policy framework for Integrated Water Resources Management (IWRM) is well reflected in the water sector reform programmes in the 3 countries, the institutional mechanisms for IWRM have not been effectively addressed. This applies, in particular, to the issue of inter-sectoral coordination and decision-making on critical issues such as water resources allocation and planning. As issues such as urbanization, flooding, urban drainage and climate change become more critical, IWRM will need to be more effectively mainstreamed into the governance system for water management.
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