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Foreword

he present report provides a synthesis of the self-assessment and benchmarking

exercise carried out among about 134 African utilities engaged in water supply and
sanitation services. These assessments and the ensuing regional workshops are critical
steps in the operationalization of the Water Operators Partnerships program for Africa
(WOP-Africa). WOP-Africa is built on the premise that well-performing utilities will step
forward and emerge as leaders and that the needs of the less well-performing utilities will
be met in a professional and sustainable manner.

WOP-Africa is the regional branch of the Global WOP Alliance, a central tenet of the
Hashimoto Action Plan launched at the Mexico World Water Forum (2005) and endorsed
by the United Nations Secretary-General’s Advisory Board on Water and Sanitation
(UNSGAB). The basic strategy of WOP is to seek accelerated improvements through
more intense and systematic knowledge sharing including support partnerships between
operators.

The initial step to promote and develop the WOP-Africa initiative was the Nairobi
(December 2006) workshop which endorsed the idea and mandated UN Habitat and
the Water and Sanitation Program (WSP) to pursue its preparation. The next step was
the Johannesburg Workshop (April 2007) which brought together about 100 water utility
executives representing 70 water utilities in 30 African countries. The Johannesburg
Workshop defined the principles and governance structure for the WOP-Africa program
and outlined the action plan for its operationalization including the continent-wide
benchmarking exercise which is the object of this report.

The present synthesis report confirms that there are African utilities whose operating
standards put them among the top 25 percent world-wide. It also shows that a large
number of utilities have considerable room for improvement. Consequently, there is
high potential for WOPs and progress through peer support and networking as utilities
themselves are best placed to show how to move up the performance ladder.

Before this document was finalized, three sub-regional workshops were held to present
and discuss the findings with participating utilities, and to facilitate face-to-face match-
making opportunities. Although efforts have been made to verify the data with utilities,
there are still cases of extreme outliers which are difficult to explain. Since the main
audience of this report is utilities, the position taken by the authors has been to report
these as indicated by the respective utilities rather than eliminate dubious data, which
would have required the arbitrary determination of acceptable maximums and minimums.
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This position is consistent with the principle of self-assessment; the regional workshops
have made many utilities keenly aware of the gaps and weaknesses of their management
information systems.

We believe that by working together and sharing the immense utility experience that exists
on the continent, WOP-Africa is more likely to realize its vision of an Africa with improved
water and sanitation services for all. The findings in this report will help us to move forward
in a strategic and focused manner.

-

Mamadou Dia Hamanth Kasan
President, African Water Association Chairman, Intertaional Water
(AfWA) Association-Eastern and Southern

Africa (WA-ESAR)
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Executive Summary

rban water utilities in Africa differ greatly in terms of size, organisational culture and
Uoperating environments. But they all share one major challenge, that is, expanding
access to appropriate levels of services to their growing urban populations. This challenge
can be seen clearly in the context of the MDGs where Africa lags far behind other regions.
It is now widely acknowledged that the inefficiencies of African water utilities are a major
cause of poor access to water services. In many systems, as much as a third of production
is lost through physical and commercial losses and revenues are insufficient to cover
operating costs let alone expand service coverage. Thus, it is becoming clear that the real
potential in the African water sector lies in increasing efficiency in the existing systems - for
example by reducing wastage, improving service quality and securing cash flows.

Water operator’s partnerships (WOPSs) have been proposed by utilities and their partnersas a
promising approach for improving the efficiency of water utilities and accelerating progress
towards the MDG targets for water and sanitation. At the heart of these partnerships is a
strategy of intense and systematic knowledge-sharing (including peer-support) between
water operators as a way of bridging the capacity gaps that exist in many countries.
However, limited availability of reliable performance information across the region presents
a significant challenge to performance improvement through partnerships as it is difficult to
tell which operators are doing well and should be emulated and which ones need support
from peers. To support the partnering approach, the Water and Sanitation Program (WSP)
in Africa facilitated a utility self-assessment exercise among selected African water utilities
to ascertain their strengths and needs and identify the most promising areas for learning
and peer-support under the evolving WOP platform. This report synthesizes the results
of the assessment and provides a basis for further development of the WOP program in
Africa.

Thefindings, despite the many problems in getting reliable data, broadly confirm the perilous
state of the urban water sector in Africa. On average, utilities provide water to only about
65 percent of the population within their respective areas of jurisdiction while sewerage
services coverage is only 36 percent. Sewerage coverage generally lags behind water in
all regions but it is one of the areas where there is greatest opportunity for collaboration.
The findings also show that Non-Revenue Water (NRW) is a major weakness for most
utilities in the sample. In many systems, as much as a third of production is lost due to
technical and commercial losses and, on average, utilities in the sample get revenue for
only half of the water they produce.
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In addition to the NRW challenge, most utilities in the sample are currently struggling
to cover even their operating costs. In all regions less than half of the utilities can be
considered financially viable and, for many, poor performance on collections seems to be
the main problem.

Given the renewed focus on achieving the MDG targets for water and sanitation access
on the continent, the evolving WOP-Africa program is well placed to connect utilities and
facilitate knowledge sharing and capacity building - especially on improving technical
efficiency and improving cash flows, areas that are critical to improving service coverage.
Contrary to the view held by many sector observers, Africa is not entirely short of well-
performing utilities. Many countries have improved the institutional framework making it
possible for utilities to shift from crisis management to strategic planning and performance
improvement, which can be emulated by those still lagging behind. However, improvement
by emulation requires that utilities are found which, firstly, exhibit superior performance
and, secondly, have objectives or specific strengths which match the weaknesses of
those utilities seeking improvement. This assessment provides some indication of who the
superior performers might be, but clearly more work is needed to confirm their superiority
and ability to provide peer-support.
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Introduction

lean drinking water shortages

continue to be a significant problem
in many parts of Africa. The quality and
coverage of services from most of the
urban water utilities remains poor. The
situation is becoming worse with high urban
population growth rates reported at over
2-6 percent per year. Keeping pace with
the rapid pace of urban population growth
is a key challenge for urban water utilities in
Africa. For along time, measures taken by
governments to address service coverage
gaps have concentrated on building new
infrastructure with little attention given
to improving efficiency and productivity
of water utilities. However, estimates
of finance requirements for water and
sanitation expansion point to large funding
gaps and prospects of private sector
investments appear bleak. These realities
have compelled major players in the water
sector to seek alternative approaches to
improving water service coverage.

Alternative approaches include capacity-
building and knowledge sharing through
Water Operators Partnerships (WOPs).
These partnerships have recently been
recognized by utilities and their partners
as a promising approach for improving
the performance of water operators
and accelerating progress towards the
Millennium Development Goal (MDG)
targets for water and sanitation services.
At the most basic level, WOPs seek to
bridge the capacity gaps that exist in many

developing countries through intense and
systematic knowledge-sharing including
peer support partnerships between public
operators. To support this process, WSP-
Africa facilitated a utility self-assessment
exercise among selected African water
utilities to ascertain their strengths and
needs and identify the most promising
areas for learning and peer-support under
the evolving WOP platform. This report
synthesizes the results of the assessment
andprovidesabasisforfurther development
of the WOP program in Africa.

1.1 Purpose of this Report

The primary aim of this report is to take
stock of African utilities’ performance in a
few key areas in order to provide a sound
basis for further development of the WOP
program in Africa. Specifically, the report
aims to assist utilities in identifying their
strengths and weaknesses as well as best
practices under the WOP-Africa priority
themes in order to uncover potential
partnerships for improving performance.
The end is not, therefore, the collection
of metric data or the -calculation of
performance indicators, but rather the
identification  of performance gaps,
benchmarking against superior performers
and, ultimately, the implementation of
performance improvements based on
quantitative and qualitative data.

12
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The primary audience of the report
is the utilities themselves - hence the
stand on publishing the data as received
after enquiries and clarifications and
showing wide discrepancies and possible
abnormalities. Sector professionals and
officials engaged in the MDG challenges
for water and sanitation services will also
find this report useful as it is founded on
the recognition that the drive to accelerate
progress towards the MDGs for urban HH
has to focus on increasing the performance
of the utility through reform and capacity
building.

1.2 The MDGs Challenge
Facing Water Utilities in
Africa

The African continent poses the most
difficult challenge for achieving the water
and sanitation MDG targets. The MDGs
for water supply and sanitation services
require a doubling of the pace of expansion
of coverage in water supply in urban areas
and a tripling for sanitation. Reaching 175
millionurbancustomersby 2015 asrequired
by the MDG target for urban water services
implies an average of approximately 2 to 3
million new connections per year (5 to 8
inhabitants per connection). This in turn
would call for roughly 7,000 to 10,000
new connections per day for Africa as a
whole —more than double the present rate.
Most of these new customers will be poor
households living in inner city slums or peri-

urban settlements as the more affluent are
already connected.

Recent projections show that following the
‘business as usual’ trends, Sub-Saharan
Africa would only reach the MDG targets
for water services by 2040, and those
for sanitation by 2076 (United Nations
Development Programme, 2006). The
WOPs initiative recognises the critical
role of WSS utilities in the drive towards
the MDGs for urban water and sanitation
services. This presents an enormous
challenge and an impetus for relevant
institutions to work together to accelerate
progress. It is also becoming clear that
the real potential in the African water
sector lies in increasing the efficiency in
the already existing systems; reducing
wastage, improving service quality and
securing cash flows can increase coverage
and revenues in the existing systems. This
performance improvement approach is
consistent with the evolving ‘soft path’ to
water which argues for complementary
investments in efficient technologies and
human capital to increase service coverage
(Wolff and Gleick, 2002).

The previous Water Ultilities Partnership
(WUP, 1996-2006) contributed significantly
to the formulation of policies and practices
through which African utilities could
improve their performance and, most
importantly, extend their services to the
poor (see Box 1).

In the same line, two related WUP mantras
have been broadly disseminated and are

13
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AR 1.3 Responding to the

Box 1.1. WUP Vision for
African Utilities

Efficient, well-managed, accountable
and responsive utilities which provide
equitable, sustainable, quality water
and sanitation in their areas of
operation.

Sector policies and institutions
providing the right incentives for
utilities to:

e extend services to the poor
through partnerships with key
stakeholders

e foster a culture of capacity-
building, knowledge sharing
and networking

e ensure a sound environment
and sustainability of water
resources

still relevant to the WOP program. Firstly,
a reasonably efficient and financially viable
utility is a pre-condition for serving the
poor at scale. Second, improved utility
performance is not sufficient to serve the
poor as utilities need to work in partnership
with local community-based organizations
and private actors. African policy makers
and sector planners readily recognized
the potential and the relevance of utility
partnerships and have taken steps to
operationalise a WOP program on the
continent that builds on WUP.

Challenge: The WOP-
Africa Program

1.3.1 The global WOP movement

The WOP-Africa program is part of the
Global WOP initiative - a key element of
the Hashimoto Action Plan announced by
the United Nations Secretary-General's
Advisory Board on Water and Sanitation
during the 4th World Water Forum held in
Mexico (2003). The Hashimoto Action Plan
proposed WOPs as a tool for building the
capacity and improving the performance
of water operators in order to step up
progress toward the MDG targets for
water and sanitation. The WOP initiative
was endorsed by UN-DESA in 2005. UN-
Habitat was tasked with the responsibility
for operationalising it through separate but
coordinated regional initiatives under the
Global WOP Alliance.

1.8.2 The Jo-burg action plan for
launching WOP Africa

African  water utilities through their
membership associations, namely, the
African Water Association (AfWA) and the
Eastern and Southern Africa Region of the
International Water Association (ESAR-
IWA), have taken up the WOP concept
and, with the support of UN-Habitat and
WSP-Africa, have defined and recently
launched’ WOP-Africa as their branch of
the global WOP movement.

14
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The utilities and stakeholders gathered first
in Nairobi (December 2006) to review and
eventually endorse the WOP approach.
They subsequently met in Johannesburg
(April 2007) to lay down the goals, guiding
principles, priority themes and structure of
WOP-Africa.

Participants of the Johannesburg (Jo-
burg) workshop agreed on an action plan
that would be used to develop the initial
three-year business plan covering the
period mid-2009 to mid-2012. The Jo-
burg Action Plan included self-assessment
followed by three sub-regional workshops.
The three workshops allowed participating
utilities to (i) review their internal strengths
and weaknesses and (i) identify priority
areas for mutual support and capacity
development for accelerated progress
toward the MDGs with the long term goal
of achieving universal access to water and
sanitation services.

The Jo-burg Workshop prioritized the
following five themes to be the focus of
the WOP-Africa action plan for knowledge
sharing and capacity building:

e Management Information Systems:
The aim is to assist utilities to establish
or strengthen management information
systems necessary for monitoring
and evaluation and for performance
assessments and benchmarking
aimed at continuous improvement of
services.

e Services to the Poor: The focus will
be to strengthen pro-poor policies and

strategies that define financing and
operational mechanisms and tariffs
that ensure equitable provision of
services to all urban residents.

e WSS/MDGs Roadmap: The aim
is to support water operators as
they develop roadmaps and action
plans with a long-term planning and
financing perspective to accelerate
progress towards the achievement of
MDGs.

e Human Resources Development
& Capacity Building: In order to
foster a vibrant water sector, human
resource development must be a top
priority. WOP- Africa will catalyze and
encourage utility-to-utility exchange of
know-how and networking on training
and human resource development.

¢ |nfrastructure Development and
Asset Management: Ultilities have
asked for support in asset planning
and management. WOP-Africa
will support the development and
implementation of sound asset
management plans with clear
separation of operational and
ownership roles and responsibilities.

These priority themes will guide structured
learning under WOP-Africa and therefore
formed the basis for the design of the
utility self-assessment exercise and the
subsequent synthesis of results presented
in this report. In addition to the top five

15
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themes, the following themes were strong
contenders at the Jo-burg workshop: (i)
communications, (i) customer relations, (iii)
access to sanitation, and (iv) WSS services
for small towns. Participants in the sub-
regional workshops identified sources of
related expertise and good practice in all
of these areas.

1.3.3 The three WOP Africa regional
workshops

The three WOP Africa workshops took
place over the period July 2007 to October
2008 starting with the Kampala workshop
(July 2007) organized by Uganda’s NWSC
which gathered utility managers and
sector policymakers from Eastern Africa.
[t was followed by the Dakar workshop
(September  2008) gathering  utilities
from Western & Central Africa including
a contingent of senior managers from
six Nigerian utilities. The last workshop
directed at utilities from Southern African
as well as at a number of Eastern African
utilities took place in Maseru (November
2008). Each workshop gathered about 60
to 100 utility managers and representatives
from other sectors and partners. All in all,
more than 240 utility managers from more
than 80 utilities have been exposed to the
WOP concept and have participated in its
preparation.

The three workshops followed similar
programs meant to sequentially address
the following objectives:

¢ to share the results of the continent-
wide benchmarking exercise
and validate the findings of the
benchmarking exercise conducted
after Jo-burg (end-2007 and early
2008);

e to identify priority themes for exchange
and learning and related good
practices;

e to test the demand for peer support
partnerships and help utilities identify
potential ‘matches’; and

e to learn from experience the modalities
and success factors for such utility-to-
utility partnerships (U2U).

The priority themes for exchanges and
mutual support emerging from the
workshop cover a wide range of issues
including sector policies as well as
technical and managerial approaches and
practices. The workshop largely confirmed
the broad themes identified in Jo-burg
with the notable addition of customer
care and change management. They also
showed the interest of utility managers for
practices addressing specific problems -
for example, recovery of illegal and inactive
connections, metering and billing systems,
staff redundancy management and
recovery of water bills from public sector
entities.

The workshops confirmed the demand
for utility to utility partnerships (U2U) as
participants expressed interest for more
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than 100 specific matches. The self-
assessments show that U2Us are in fact
already taking place on a significant scale
among African utilities as well as with
European partners. The cases of U2U
reviewed by the participants showed
that U2U come in many shapes and
forms ranging from relatively short term
interventions focused on a specific theme to
broader more comprehensive partnerships
involving periodic joint meetings of their
management teams and their boards as
well as staff exchanges. As a result of
the discussions and relationships forged
during the regional workshops, several
utilities have initiated U2U partnerships. It
is fair to say that the workshops have been
an effective springboard to kick-start the
WOP movement in Africa.

1.4 Overview and Scope
of the Utility Self-
Assessment Exercise

1.4.1 Overview

Consistent with the Jo-burg Action Plan
for operationalising the WOP-Africa
program, a number of water utilities in
Africa completed a self-assessment of their
internal strengths and weaknesses using
a comprehensive utility self-assessment
questionnaire (USAQ) adapted from the
IB-NET and SEAWUN assessment tools.
The assessment covered two dimensions:
(i assessment of performance, strengths
and needs in the priority themes as outlined

above; and (i) assessment of the potential
for peer-support partnerships between
water operators in Africa. The USAQ
contained both quantitative and qualitative
questions relating to:

e Utility profile: type of services
provided and institutional set-up;

¢ Technical information: service
area/coverage, consumption and
production;

e Operations: billings and collections,
operating expenses (OPEX,) service
continuity, metering, monitoring
and evaluation, benchmarking and
performance improvement planning;

e Human resources: staffing and
training;

e Customer care: customer complaints/
procedures and continuity of services;

e Pro-poor service delivery: connection
fees and tariffs, pro-poor service
options and strategies;

e |Infrastructure and asset
management: sources of raw water,
treatment methods, production
capacity, network information, and
capital investment;

e MDGs roadmap: reforms, long-term
planning and financing, and potential
areas for partnerships; and

* Previous experience with utility
partnerships: context, areas
covered, financing and contractual
arrangements.

17



Water Operators Partnerships-Africa Utility

Performance Assessment

1.4.2 Scope and limitations

The primary objective of the USAQ was to
uncover potential partnerships between
utilities by identifying the areas in which
each operator is performing well (strengths)
and areas in which the operator is not
performing well as compared to its peers
(weaknesses). A secondary objective of
the assessment was to move towards
standardizing the indicators for the sector
in Africa by starting a dialogue on the most
appropriate indicators.

Although the assessment largely utilized
the USAQ data, actual performance
data was obtained from multiple sources
including databases maintained by the
International Benchmarking Network for
Water and Sanitation Utilities (IB-NET)?
and national regulators. Given the limited
timeframe and the practical difficulty of

getting utilities to complete the USAQ in
time, the research team decided to source
actual performance data from a variety of
existing sources rather than rely entirely
on the USAQ. Nonetheless, filling out the
questionnaire was the entry point for each
utility to participate in the sub-regional
workshop and the WOP-Africa program.
Out of a total 156 utilities who were given
questionnaires, more than half (99 utilities)
responded. Table 1.1 shows the number
of participating utilities and the sources of
data.

Overall, the assessment includes data
from 134 water operators in 35 countries.
The majority (99) submitted data through
the USAQ while data for 35 operators
was obtained from existing databases
maintained by IB-NET and national
regulators. All data was entered into

Table 1.1: Number of participating utilities and sources of data

Sub-Region Data Sources

USAQ IB-NET Regulator Totals
Eastern 32 2 © 43
Western 49 1 0 50
Southern 18 23 0 41
Totals 99 26 9 134
USAQ Response
Total Sent 156
Total Returned 99
Response rate (%) 63

18
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aspreadsheet and checked for accuracy,
completeness and reliability. Questionable
values and data gaps were rectified
through follow-up communications with
focal persons within each participating
utility. In addition, data and findings of
the assessment were presented at three
utility sub-regional workshops held in
June (Kampala), September (Dakar) and
October (Maseru) of 2008 to validate
its accuracy and reliability. In these
workshops, the utilities themselves had a
chance to point out data inconsistencies
and misrepresentations and suggested
ways of improving indicators, data quality
and reporting.

Some limitations of this exercise should be
noted. First, the analysis presented in this
report is based on data for a single year
(2006). Thus, the analysis provides only
a snapshot of performance. The limited
availability of reliable utility performance
data across the region presents a
significant challenge to any benchmarking
exercise that seeks to establish trends in
performance. At present, only afew utilities
are able to provide even a limited set of
performance statistics. There is hardly any
comprehensiveassessmentofperformance
by which inter-utility comparisons can be
made over time. While the USAQ tool
itself was comprehensive, many utilities
do not have the supporting information
systems to easily and accurately respond
to the questionnaire. Future benchmarking
exercises will expectedly improve on the
data and experience gained so that, over

time, an African water utility dataset will
develop allowing for further analysis of
performance (such as trends and drivers)
which would further inform partnership
initiatives.

Secondly, indicators tend to portray
an incomplete picture of a utility’s
performance as they often exclude other
contributing factors such as accountability
of institutions and incentives that are not
readily quantifiable. Moreover, utilities
face different social, political and financial
constraints which need to be taken into
account when evaluating performance. For
these reasons, the indicators presented in
this assessment should not be interpreted
in a rigid fashion. Rather they should be
taken only as indicative of the strength or
weakness of a utility relative to its peers.
The analysis is meant to provide the initial
motivation for utility managers to ‘pay
each other a visit’. This first visit could be
the beginning of a long-term and mutually
beneficial partnership. The next section
provides an overview of the utilities for
which performance data was obtained.
Analysis of performance and inter-utility
comparisons are discussed in Chapter 2.

1.5 Overview of Participating
Water Utilities

The self-assessment exercise sought
to cover a broad spectrum of water
utilities in Africa. Table 1.2 shows the
number of utilities represented by region

19



20

Water Operators Partnerships-Africa Utility

Performance Assessment

and by country. In total, 35 countries
are represented. A list of all participating
utilities (with names and nature of service
area, whethere single city or national) is
presented in Annex A. A summary of the
type of services provided by the utilities is
shown in Figure 1.1.

Almost all utilities (97 percent) provide
piped water services. Of these, about 20
percent also provide bulk water to other
utilities. About half (44 percent) of utilities
provide both water and wastewater
services while 42 percent provide water
only. The Southern region has the highest
number of utilities (68 percent) providing
wastewater services. Only one utility in
the sample (ONAS, Senegal) provides
wastewater services only.

In terms of population served there is
a marked regional variation in the size

of utilities (Figure 1.2, Tables 1.3 and
1.4).Small utilities (serving <100,000
people) are to be found predominantly
in the Eastern region while medium size
utilities (serving 100,000-1,000,000) are
common in the South. Most of the large
utilities (>1,000,000) are in the Western
region where the urban water sector is
largely centralised. Furthermore, of the
134 participating utilities, the majority (68
utilities) serve single cities/municipalities;
39 Ltilities operate at the regional level
(regional utilities); and 25 utilities operate at
the national level (national utilities). Single
city utilities are to be found predominantly
in the Eastern and Southern regions.

There are no single city utilities in the
Western region. The sample also included
two asset holding companies - DAWASA
(Tanzania) and SPEN (Niger). The
institutional structures of the utilities are

Figure 1.1: Type of services provided
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Figure 1.2: Regional variation in population served (2006 figures)
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Table 1.3: List of largest utilities by population
10 Largest Utilities (By population served — 2006 data)
1 |Rand Water (South Africa) 11,000,000
2 |Ghana Water Company Limited (Ghana) 9,361,760
3 |Société Nationale d’Exploitation et de Distribution des
Eaux (SONEDE, Tunisia) 8,300,000

4 | Société de Distribution d’Eau de Cote d’lvoire (SODECI, Cote d’Ivoire) 6,342,072
5 |Lagos Water Corporation (Nigeria) 5,573,855
6 |eThekwini Metro (South Africa) 4,134,679
7 | Sénégalaise des Eaux (Senegal) 3,823,460
8 |Johannesburg Water (South Africa) 3,692,323
9 | Cape Town Metro (South Africa) 3,229,503
10 |Nairobi Water & Sewerage Company (Kenya) 3,000,000
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summarised in Figures 1.3 and 1.4 with
each type having significant implications
on the operator’s decision-making
autonomy. The majority of utilities (49) are
state owned enterprises operating under
commercial law with Eastern utilities being
the most represented under this category.
A sizeable number of utilities (24) operate
as statutory organisations following state
requirements. The sample of utilities
also includes ring-fenced government/
municipal departments (15) and a small
number of privately owned companies
operating under commercial law (5) as well
as a few asset holding companies (3).

Institutional models involving private sector
participation (PSP) are limited. Out of 134
utilities, more than half (71) do not have
any form of private sector participation. A
total of 39 utilities (29 percent) have some

sort of private sector involvement in their
operations through service contracts, while
only seven utilities (5 percent) have more
elaborate PSP models. Table 1.5 lists the
few utilities with more elaborate forms of
private sector participation.

On the other hand, although PSP is
uncommon in the sample, almost half
(43 percent) of the utilities operate under
performance contracts with central or
local governments. This arrangement is
particularly common among utilities in the
Eastern region (60 percent of utilities in
this region have performance contracts).
For instance, the National Water and
Sewerage  Corporation  (NWSC) of
Uganda engages in annual and multi-year
performance contracts with the central
government. Performance contracts also
exist in all utilities in Zambia, Lesotho and

Table 1.4: List of smallest utilities by population served

10 Smallest Utilities (By population served - 2006 data)
1 | Welkite Town Water Supply and Sewerage Enterprise (Ethiopia) 10,225
2 | Naivasha Water, Sewerage & Sanitation Company (Kenya). 24,000
3 | Lindi Urban and Sewerage Authority (Tanzania) 28,150
4 | Oshakati Municipality (Namibia) 31,000
5 |FIPAG Quilimane (Mozambique) 31,598
6 |Bukoba Urban Water and Sewerage Authority (Tanzania) 46,270
7 |Harar Water Supply & Sewerage Services Authority (Ethiopia) 48,900
8 | Municipality of Walvis Bay (Namibia) 54,025
9 | Singida Urban Water and Sewerage Authority (Tanzania) 54,165
10 | Sumbawanga Urban Water and Sewerage Authority (Tanzania) 55,772

23



Water Operators Partnerships-Africa Utility
Performance Assessment

Figure 1.3: Number of participating utilities by institutional set-up
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Table 1.5: Utilities with more elaborate forms of PSP

Utility Name PSP Model
Ghana Water Company Limited (Ghana) Management
contract
National Water & Electricity Company (Gambia) Management
contract
ELECTRA S.A. - Empresa de Electricidade e Agua (Cape Verde) Lease contract
Sénégalaise des Eaux (SDE, Senegal) Lease contract
Aguas de Mozambique, S.A.R.L (Mozambique) Lease contract

Societe de Distribution d’Eau de Cote d’Ivoire (SODECI, Cote d’Ivoire) Lease contract

Société d’Energie et d’Eau du Gabon (Gabon) Concession
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Swaziland. The contracts have an average
duration of five years and cover technical
performance, service indicators, efficiency
and financial indicators, as well as human
resources issues.

Third party monitoring and oversight
is also present in 58 percent of the
utilities, suggesting that serious attention
is being paid to enhancing external
accountability for results. However,effective
implementation of performance contracts
depends on how internal incentive
mechanisms are established. Utilities such
as SDE (Senegal) and NWSC (Uganda)
have performance-based management
systems and enforce penalties for poor
performance. Given their attractiveness
as instruments for driving improvements
in utility performance, performance-based
contracts are becoming increasingly
popular in the African water sector.

As such, their design and implementation
is a promising area for knowledge sharing
and learning between utilities.

Qverall, the above comparison of services,
institutional set-up and size of utilities
shows that even though the assessment
exercise may not have been representative
of water utilities in Africa, it certainly does
cover a broad spectrum of water utilities.
The exercise was carried out across many
countries and many types of institutions
providing tremendous opportunities for
learning.

Chapter 2 of this report will compare the
134 water utilities on the basis of selected
performance indicators to identify the
relatively stronger and weaker tilities in
each area, as well as promising areas for
learning and peer-support partnerships.
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2. Utility Performance Assessment

ased on the data provided by

participating  utilites and that

obtained from other sources, a
broad range of indicators was selected
to enable a comparative assessment
of the different aspects of water utility
performance. Consistent with the overall
objective of the assessment exercise,
indicators were selected on the basis of
their usefulness in capturing performance
differences in the key priority themes of the
WOP-Africa program. As these themes
were generally stated, it was necessary
to translate them into corresponding
performance categories and indicators.

Table 2.1 shows the list of indicators
used under each theme. All quantitative
indicators are based on standard IB-NET
definitions, and the base data used is for
a single year (2006). Performance profiles
of utilities on these indicators were derived
from basic data provided by the utilities
themselves and computations using the
formulas given in Annex B.

Given the large amount of information
that results from any benchmarking
exercise, it is important to be clear on how
comparisons are made between water
utilities. First, the performance of any utility
in this sample was compared with those of
other participating utilities and not to any
other objective norm, such as national or
international standards.

This means that if all utilities in the group®
performed exceptionally, then even the
lowest in the group cannot be said to be
poorly performing. Similarly, if the entire
group performed poorly, then even the top
in the group cannot be said to be a good
performer.

In this report, we considered a reasonable
target for improving utility performance
as the level of the lowest value within
the top quartile (i.e. the top 25 percent).
This is the same approach used by Tynan
and Kingdom (2002) in their paper on
setting performance targets for water
utilities. Using data from 123 utilities in 44
developing countries, Tynan and Kingdom
(2002) propose ‘best practice’ targets for
developing countries on the basis of the
performance of the top 25 percent of
developing country utilities in their sample.
Thus, for most of the indicators calculated
in our sample, strong and weak utilities
were identified based on the performance
of the top 25 percent of the group. As will
be noted later, for most of the indicators,
this target performance level was fairly
consistent with the ‘best practice’
targets proposed by Tynan and Kingdom
(2002). Moreover, during the sub-regional
workshops, utility managers discussed
these targets and agreed that they were
reasonable and achievable in the African
context.

SUtilities were grouped into geographical sub-regions (Eastern, Western and Southern). The reason for this was to
encourage utilities to look within their sub-region for a partner - and only look outside the sub-region if there are no
“good performers”. This is because of the high cost implications of travel in Africa. 27
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Table 2.1: Selected indicators used for comparative performance assessment

WOP-Africa Theme Performance Indicators
Category
Operational Technical 1. Service coverage
Performance and performance 2. Water production and consumption
Management 3. Non-revenue water
Information Systems
(MIS) Financial 4. Average tariff and unit operational
performance cost
5. Collection ratio
6. Collection period
7. QOperating cost coverage
Quality of MIS 8. % of USAQ response
Human Resource Human resource | 9. Total staff per 1000 connections
Development and utilisation 10. Labour cost as a % of total operating

Capacity Building costs

Human resource | 11. Staff training participation rate

development 12. Total no. of training days
Customer Care and Customer 13. No. of customer complaints per1000
Services to the Poor | service connections

14. Continuity of supply (hours of service)
15. Average response time to address a
complaint

Affordability of 16. Average per capita water bill as a %

services of GNI per capita

17. Monthly household bill for HH
consuming 6m3 per month as % of
monthly GNI per capita

18. Water connection charge as % of
GNI per capita

Infrastructure Capital 19. Capital expenditure in last 5 years
Development investment (per connection)
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Also, for each quantitative indicator, we
calculated the mean value which is usually
helpful in gauging median performance.
However, since the assessment exercise
did not utilise statistical sampling,
no inference can be made about the
performance of non-participating utilities
based on the mean value. Individual
participating utilities can compare their
performance against the group average.
But as earlier suggested a better target for
improving performance would be to move
up within the top quartile of the group. We
also compared the mean values with those
from other regions in order to determine
how this sample of African utilities is faring
in comparison to other utilities elsewhere
in the world. Here, we made use of the IB-
NET data performance dataset to compute
the average values of key indicators for
utilities from East and Central Asia (ECA),
Latin America and the Caribbean (LAC),
and East Asia and the Pacific (EAP).

Another way of ensuring meaningful
comparisons between water utilities is by
use of an overall efficiency indicator (OEl).
This indicator attempts to provide a global
measure of utility efficiency by comparing
the volume of water for which the utility
collects revenue and the total volume
of water it produces. The OFEl is intuitive,
and although not entirely perfect, provides
a good indication of the overall position
of a utility, allowing us to make overall
conclusions on performance.

In the following sections, we present the
summary of results for all the utilities where

data was available. The presentation
of results is organised according to the
themes and performance categories
shown in Table 2.1. A number of graphs
are presented with the top quartile (top 25
percent) values marked for each indicator,
where appropriate, and also taking into
account the nature of the indicator (e.g.
for NRW percent and staff productivity,
the lower quartile is used as lower values
indicate good performance). In addition,
while the top quartile values for most
indicators represent the suggested cut-
off point for identifying strong and weak
performance, this cut-off point may not be
appropriate for all indicators. For example,
the top quartile may not be a relevant
target for per capita consumption - as very
high values may indicate wasteful use of
water while very low values may point to
insufficient availability of water for basic
public health.

2.1 Operational Performance and
Management Information
Systems

2.1.1 Technical performance

Technical performance was assessed
using three key indicators:

e coverage - defined as the percentage
of the population with access to water
or sewerage services (either with direct
service connection or within reach of
a public water point) as a percentage
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of the total population under a utility’s to date and accurate. An estimate of the
area of responsibility population with direct service connections
is fairly easy to make if a utility has good
customer records. But estimating the
population within reach of a public water
point is problematic. Notwithstanding
these data problems, a total of 118 utilities

e water production and consumption
- both expressed by population
served per day ( production included
purchased water, if any)

* metering level - defined as number of provided fairly credible base data for water
connections with operating meter as a coverage, while base data for sewerage
percentage of total connections was available for only 38 utilities out of the

e non-revenue water - defined as the 59 utilities that provide sewerage services.

difference between water supplied and
water sold (i.e. volume of water ‘lost’)
expressed as a percentage of net
water supplied

Figure 2.1 shows the regional averages
and the average for all utilities in the
sample. Utilities from Southern region
have on average the highest coverage for
both water and sewerage. But sewerage
coverage lags behind water in all the
regions. For the Western region, there is
limited data on coverage of sewerage
services. The mean value shown in Figure

Coverage: This is a key indicator for the
MDGs butits assessmentis usually affected
by whether the data on population is up

Figure 2.1: Regional variation in service coverage
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Figure 2.2: Water coverage for utilities in the Eastern region
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Figure 2.3: Water coverage for utilities in the Western region
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Figure 2.4: Water coverage for utilities in the Southern region
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Figure 2.5: Sewerage coverage for utilities in the Eastern region
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Figure 2.6: Sewerage coverage for utilities in the Western region
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Figure 2.7: Sewerage coverage for utilities in the Southern region
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2.1 is based on data from only five utilities ,
i.e. ONAS (Senegal) - the national sanitation
agency for Senegal; LWSC (Liberia);
ENSWC (Enugu State, Nigeria); ANWSC
(Anambra State, Nigeria); and SODECI
(Cote d’lvoire). Data presented in Figure

2.1 also show that Africa lags behind other
world regions (ECA, LAC and EAP) as far
as service coverage is concerned.

Water and sewerage coverage levels for
individual utilities are shown in Figures
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2.2-2.7. Based on the performance of
the top 25 percent of all the utilities, a
reasonable cut-off point for identifying
strong and weak performers is 90 percent
for water and 82 percent for sewerage.
With these levels, the Southern region
has the largest number of best performers
for both water and sewerage coverage -
the majority being South African utilities.
A few utilities from the Eastern region -
MBUWASA (Mbeya, Tanzania), AAWSA
(Addis, Ethiopia), TUWASA (Tanga,
Tanzania), PUC (Seychelles), MUWASA
(Moshi, Tanzania), MWAUWASA (Mwanza,
Tanzania) IRUWASA (Iringa, Tanzania),
and ELECTOGAZ (Rwanda) - are also
part of the best performer group for water
coverage, while SDE (Senegal), SODECI
(Cote d’lvoire), and JSWB (Nigeria) are
the only utilities from the Western region
making it to the best performer group for
water coverage.

None of the utilities in the Eastern and
Western region can be considered good
performers on sewerage coverage. The
highest sewerage coverage reported in the
Eastern region is 44 percent (MUWASA,
Moshi Tanzania) and some utilities in the
Western region such as SODECI (Cote
d’lvoire) and ANWSC (Anambra State,
Nigeria) report the lowest sewerage
coverage levels in the entire sample.

It should be noted however that the USAQ
focused on water-borne sewerage. It did
notcapture dataregardingon-site sanitation
even though the majority of Africa’s urban
residents rely on on-site solutions such

as pit latrines and septic tanks. Future
benchmarking exercises should include
questions on the institutional arrangements
for on-site sanitation including whether or
not the utility has the mandate to empty
on-site facilities, the cost of providing such
services and information on partnerships
with the private sector.

Water production and consumption:
The production indicator measures total
annual water supplied for distribution while
the consumption indicator represents the
average daily consumption per person.
Both provide an indication of the overall
efficiency of water resources use. The
coverage data presented above focuses
on the reach of the distribution network.
However, ultimately, the possibility of
expanding coverage depends on the
availability of sufficient water production
capacity in the service area relative to
the resident population. Production and
consumption data was available for a
total of 113 and 94 utilities respectively.
Figure 2.8 shows the regional summary.
In Southern utilities, the average volume
of water produced is about 222 litres per
capita per day for each person resident in
the service area. This indicates that there is
already enough water available to provide
a reasonable level of consumption if the
distribution networks could be expanded
to cover the entire population.

In contrast, utilities in the Eastern and
Western regions have respectively only
124 and 90 litres per capita per day
available even just for those customers
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Figure 2.8: Regional variation in water production and consumption
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who are already connected to the system.
If these utilites were to connect their
entire unserved population overnight the
availability of water would drop to half
suggesting that these utilities will need to
invest both in water production capacity
and water distribution networks in order to
reach universal coverage.

While estimates for water consumed are
not necessarily very accurate, the evidence
available suggests that end-user water
consumption in the sample of African
utilities assessed is far from excessive.
The overall average consumption works
out at a fairly modest 87 litres per capita
per day, compared to an average of 237
litres reported in ECA; 203 litres in LAC
and 140 litres in EAP. As noted above, this

data should be interpreted with caution as
some utilities provided estimates due to the
absenceofuniversalconsumptionmetering.
For utilities where customers are almost
100 percent metered, total consumption
can be calculated quite accurately. For
utilities relying on estimates, it can be quite
difficult to determine the split between true
consumption and unaccounted for water.

Estimates of production and consumption
levels for individual utilities in each region
are summarised in Figures 2.9 - 2.14.
Almost all utilities in the Southern region
(except two - NWWSSL, Zambia and
LWB, Malawi) have more than 100 litres
per capita per day of water production
available for the entire service area if the
physical infrastructure to distribute the
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water to them were available. At the other
end of the spectrum, seven utilities (SWC-
Nyala Sudan, DDWSSA-Ethiopia, LWSC-
Liberia, JTWSSSE -Jimma, Ethiopia, TdE-
Togo, SEG -Guinea and PSWB - Plateau
State, Nigeria produce less than 50 litres
per capita per day even for their currently
served population. Consumption data
seems fairly comparable between utilities,
although there are some utilities (especially
South African utilities) reporting relatively
high per capita consumption (>200 Ipd).

While application of the top 25 percent
target may not be applicable in this case,
utilities should aim to achieve the middle
ground where customers have enough
water available to support daily needs
but consumption should not be so high
as to be wasteful. The median value for
all utilities is 76 Ipd. Overall, there is no
evidence of wasteful over-use of water
in the sample of utilities assessed, nor
that current, relatively modest levels of
consumption could be further reduced
by more aggressive use of demand
management tools. However, while water
use by the end-user can be characterised
as modest, a substantial volume of water
is lost during the distribution process as
we will see later on.

While estimates for water consumed are
not necessarily very accurate, the evidence
available suggests that end-user water
consumption in the sample of African
utilities assessed is far from excessive.
The overall average consumption works
out at a fairly modest 87 litres per capita

per day, compared to an average of 237
litres reported in ECA; 203 litres in LAC
and 140 litres in EAP. As noted above, this
data should be interpreted with caution
as some utilities provided estimates due
to the absence of universal consumption
metering. For utilities where customers
are almost 100 percent metered, total
consumption can be calculated quite
accurately. For utilities relying on estimates,
it can be quite difficult to determine the
split between true consumption and
unaccounted for water.

Estimates of production and consumption
levels for individual utilities in each region
are summarised in Figures 2.9 - 2.14.
Almost all utilities in the Southern region
(except two - NWWSSL, Zambia and
LWB, Malawi) have more than 100 litres
per capita per day of water production
available for the entire service area if the
physical infrastructure to distribute the
water to them were available. At the other
end of the spectrum, seven utilities (SWC-
Nyala Sudan, DDWSSA-Ethiopia, LWSC-
Liberia, JTWSSSE -Jimma, Ethiopia, TdE-
Togo, SEG -Guinea and PSWB - Plateau
State, Nigeria produce less than 50 litres
per capita per day even for their currently
served population. Consumption data
seems fairly comparable between utilities,
although there are some utilities (especially
South African utilities) reporting relatively
high per capita consumption (>200 Ipd).

While application of the top 25 percent
target may not be applicable in this case,
utilities should aim to achieve the middle
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Figure 2.9: Water production data for utilities in the Eastern region
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Figure 2.10: Water consumption data for utilities in the Eastern region
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Figure 2.11: Water production data for utilities in the Western region
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Figure 2.12: Water consumption data for utilities in the Western region
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Figure 2.13: Water production data for utilities in the Southern region
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Figure 2.14: Water consumption data for utilities in Southern region
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Figure 2.15: Regional variation in average metering levels
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ground where customers have enough
water available to support daily needs
but consumption should not be so high
as to be wasteful. The median value for
all utilities is 76 Ipd. Overall, there is no
evidence of wasteful over-use of water
in the sample of utilities assessed, nor
that current, relatively modest levels of
consumption could be further reduced
by more aggressive use of demand
management tools. However, while water
use by the end-user can be characterised
as modest, a substantial volume of water
is lost during the distribution process as
we will see later on.

Metering level: The metering of
customers is considered good practice. It
allows customers to influence their water

bills and provides utilities with tools and
information to allow them to better manage
their systems. A total of 75 utilities provided
fairly credible data on metering practices.
Figure 2.15 provides a regional summary
of metering levels. Southern and Western
utilities have slightly higher than average
levels of metering coverage.

Metering levels for individual utilities are
shown in Figures 2.16-2.18. Based on
the performance of the top 25 percent
of all the utilities 100 percent metering is
a reasonable target for utilities to achieve.
With this level of metering, we can identify
a total of 24 best performers - 14 in the
Southern region, seven in the Western
region and three in the Eastern region.
Lack of universal metering is indeed a big
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Figure 2.16: Metering levels for utilities in the Eastern region
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Figure 2.17: Metering level for utilities in the Southern region
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Figure 2.18: Metering level for utilities in the Western region
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problem for utilities in the Eastern region.
Almost half of the Eastern utilities in the
sample have less than 75 percent meter
coverage, implying that utility managers
in the region may not be fully in control of
their systems. On the other hand, metering
is relatively widespread in the Western
and Southern regions with almost half
of utilities in these regions reporting 100
percent coverage.

Non-revenue water: Non revenue water
(NRW) represents water that has been
produced and is ‘lost’ before it reaches
the customer (either through leaks, theft or
through legal usage for which no payment
is made). This indicator captures not
only physical losses but also commercial
losses due to inefficient biling or illegal
connections. Thus high levels of NRW

may indicate poor system management
and poor commercial practices as well as
inadequate network maintenance.

There is debate as to the most appropriate
measure of non revenue water. A
percentage approach can make utilities
with high levels of consumption, or
compact networks, appear to be better
performing than those with low levels of
consumption or extensive networks. To
capture these different perspectives we will
report three measures - NRW expressed
as a percentage, as volume lost per unit
length of network per day and as volume
lost per connection per day. A total of 98
utilities had base data for calculating NRW
(percent), 81 had data for calculating NRW
(m3/km/d) and 93 had data for NRW (m?/
conn/day). Figure 2.19 summarises the
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Figure 2.19: Regional variation in NRW levels
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regional variation in all three measures of
NRW.

Data presented in Figure 2.19 shows
little regional variation in the NRW levels
expressed as a percentage. There is also
little distinction between regions when
it comes to the volume of water lost per
unit length of network and per connection.
Southern utilities have slightly high water
losses per kilometre of network and per
connection compared to the other two
regions despite a comparable level of
NRW (percent). This difference may be due

to the relatively high levels of consumption
reported by Southern utilities.

Nevertheless, the average level of NRW
in the entire sample is 36 percent, and
well above the good practice levels for
developing countries considered to be
below 23 percent according to Tynan and
Kingdom (2002). This is not to suggest that
the NRW problem is an African problem.
Utilities in other world regions report similar
levels of NRW (an average of 39 percent
for EAC and LAC and 36 percent for EAP)
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Figure 2.20: NRW levels (percent) for utilities in the Eastern region
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Figure 2.21: NRW levels (m3/km/day) for utilities in the Eastern region
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Figure 2.22: NRW levels (m3/conn/day)* for utilities in the Eastern region

NRW (m3 /conn.day) - Eastern Region
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“Note: NRW figures expressed in m3 per connection per day are provided to illustrate the extent of the NRW problem. But it does
not mean that we have, say for DAWASCO, 1m3 of water hosing out of every connection per day. Leakage is only one component
of NRW.
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Figure 2.23: NRW levels (percent) for utilities in the Western region
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Figure 2.24: NRW levels (m®/km/day) for utilities in the Western region
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Figure 2.25: NRW levels (m®/conn/day) for utilities in the Western region
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Figure 2.26: NRW levels (percent) for utilities in the Southern region
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Figure 2.27: NRW levels (m®/km/day) for utilities in the Southern region
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Figure 2.28: NRW levels (m®/conn/day) for utilities in the Southern region

58

NRW (m3/conn/day) - Southern Region

WSO (lerge, Zamtis) e —

KWSC (iNdoia, Zambia)
FIPAG Beira (Mozambique)
SWSC (Choma, Zambia)
BWB (Blantyre, Malawi)
FIPAG Pemba (Mozambique)

1.0

WWSC (Mongu, Zambia)

AdeM (Maputo, Mozambique)
CWA (Mauritius)
SWSC (Swaziland)

LWB (Lilongwe, Malawi)

FIPAG Quilimane (Mozambique)

FIPAG Nampula (Mozambique)

Sol Plaatje (S.Africa)

NWWSSCL (Solwezi, Zambia)

CWSC (Chipata, Zambia)

NRWB (ivizuzu, iaiawi)

eThekwini (S Africa) |
CRWB (Malawi)
Johannesburg Water (S_Africa)
Tshwane Metro (S_Africa)
(— Yy
Stellenbosch (S_Africa)

WASA (Lesotho)

111
11
1.0
0.8
10.8
10.8
10.7
10.6
]10.6
10.5
104
04
04
04
04

_I—l03__l—l_____l—ll—l__ln—lll

/03
10.3

Matlosana (S.Africa)
Oshakati (Namibia)
Emfuleni (S_Africa)

02

—— 702

Potchefstroom (S_Africa)
Matjhabeng (S. Africa) |
WBM (Walvis Bay, Namibia)
Cape Town (S_Africa)
Mogale (S_Africa) |
CWWS (Windhoek, Namibia) |

0.2

0.2

0.2
— 702
101

Drakenstein (S.Africa)
Saldanha Bay (S_Africa)

o

0.1

0.

0 02 04 0.6 0.8 1.0 1.2

NRW (m3 lost/conn/day)

14 16 1.8




Water Operators Partnerships-Africa Utility
Performance Assessment

Table 2.2: Best performing utilities in all NRW categories

Best Performers in NRW Management

Utility name Region NRW | NRW NRW
(%) (m%km/day) | (m%conn/day)

1 Saldanha Bay (South Africa) Southern B 1.29 0.07
2 CWWS (Windhoek, Namibia) Southern 11 4.26 0.14
3 Drakenstein (South Africa) Southern 12 8.13 0.10
4 Potchefstroom (South Africa) Southern 13 11.24 0.18
5 SEEN (Niger) Western 17 7.90 0.22
6 ONEA (Burkina Faso) Western 18 4.80 0.18
7  SDE (Senegal) Western 20 9.30 0.16
8 TdE (Togo) Western 20 5.20 0.19
9 TUWASA (Tanga, T2) Eastern 21 12 0.3

10 SODECI (Cote d’Ivoire) Western 23 8.50 0.18
11 SONEDE (Tunisia) Western 23 6.60 0.14
12 Mogale (South Africa) Southern 25 7.62 0.16
18 Matjhabeng (South Africa) Southern 25 11.8 0.18

suggesting that NRW is indeed a global
problem.

Levels of NRW for individual utilities in the
sample are summarised in Figures 2.20-
2.28. Based on the performance of the
top 25 percent of all utilities, reasonable
cut-off points for identifying strong and
weak performers are 25, 12, and 0.3 for
NRW percent, NRW mé/km/day and NRW
m?3/conn/day respectively. Using these
values we are able to identify a total 27

best performing utilities under the percent
NRW sub-category, 22 under the NRW
m?3/km/day sub-category, and 31 under
the NRW mé/conn/day sub-category.
However, only 13 utilities (6 Southern, 6
Western and 1 Eastern) belong to all three
groups (see Table 2.2). These utilities can
therefore be regarded as the ‘pack leaders’
on NRW management as they appear to
be doing well in controling NRW levels
across the board. Utilities in the Eastern
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received is excluded as are direct
revenue subsidies;

region generally perform poorly on NRW
management.

e unit operating cost per m® sold -
expressed as the ratio of a utility’s total
annual operating expenses and total
annual volume of water sold;

2.1.2 Financial performance

Financial performance was assessed using

the following key indicators: e operating cost coverage ratio
(OCCR) - defined as the ratio of total
annual billed revenues to total annual
operating costs (excluding interest and
depreciation);

e average tariff per m® sold - expressed
as the ratio of a utility’s total annual
direct billed revenue to total annual

water consumption (that is, volume
of water sold). Direct revenue is the e collection ratio - defined as the ratio

actual amount billed for water services.
Domestic, commercial and industrial
revenue is included but bulk water

of a utility’s actual revenues collected
and total billed revenues, expressed as
a percentage;

revenue is excluded. Revenue from
other sales, sundry income or interest

e collection period - year-end

Figure 2.29: Regional variation of average tarriff vs. Unit operational costs
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1.00

0480
0.80
0.70
0.60

0.7o

053 0R0 060
053 3

0.50
0.40

USS$i m3 sold

0.30
0.20
0.10
0.0o

0.21

Eastern WWestern Southern All Utilities ECA LAC EAF
average average average

BAy tanff (US$/m3 sold) BUnit op cost (USH/m3 sold)




Water Operators Partnerships-Africa Utility

Performance Assessment

accounts receivables as a share of
annual revenues, expressed in day
equivalents.

Average tariff, unit operating costs and
operating cost coverage: Average tariff
measures the notional average tariff of the
utility. It is not the same as the actual tariff
charged which may include tariff bands and
different tariffs for domestic and industrial
customers. Utilities should be aiming to
provide a good service to customers while
keeping charges as low as possible. Unit
operational costs per cubic metre sold
reflect the cost of providing water at the
customer take off point while operating cost
coverage ratio (OCCR) is a key measure
of the utility’s ability to cover its operating
costs (excluding interest and depreciation)
from revenues, without reliance on external
subsidies. Taken together, these three
indicators give insight into the financial
discipline of a utility, its ability to cover
operational costs with revenues from tariffs
and the general commitment to pursue a
commercial approach to the provision of a
public service.

Base data for the average tariff and unit
operating cost indicators was available
for 91 utilities in the sample. Figure 2.29
summarises the regional variations in
average tariff and unit operating costs.
Data presented in Figure 2.29 shows that
on average all participating utilities are
barely able to cover operational costs from
tariff revenues. This is further illustrated by
individual utility data presented in Figures
2.30, 2.31 and 2.32. In the Eastern

region, the average tariff per cubic meter
of water billed ranges from as low as
US$0.12 (SOUWASA, Songea Tanzania)
to as high as US$1.16 (KIWASCO,
Kisumu Kenya). The range for Western
utilities is US$0.01 (RWSB, Nigeria) to
US$1.09 (LWSC, Liberia). In general, the
highest average tariffs are to be found in
the Southern region with a quarter of the
sample reporting average tariffs more than
US$1.0 per cubic meter of water billed and
an average of US$ 0.76 compared to only
US$0.4 - 0.6 elsewhere in Africa. Utilities in
the Eastern region report lower operating
costs compared to the other regions. The
average for Southern utilities is twice that
of Eastern utilities but the difference largely
reflects the high cost of water in Namibia
and South Africa.

Furthermore, individual utility data on
operating cost coverage ratios is presented
in Figures 2.33 - 2.35. An OCCR value
greater than one means that revenues from
tariffs cover the operating and maintenance
(O&M) costs. A value less than one
indicates that a utility is not able to cover
its O&M costs. An OCCR value equal to
one means that a utility barely covers its
O&M costs. The average OCCR value for
the entire sample is just about unity, further
indicating that operating costs are covered
with a narrow margin that likely falls well
short of what is needed to recoup capital
expenditures. Based on the performance
of the top 25 percent of the sample of
utilities, a reasonable OCCR target for
identifying best performers is 1.2 - slightly
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lower than the benchmark level of 1.5
for developing countries as proposed by
Tynan and Kingdom (2002). Based on this
criterion only 20 utilities (out of the 91) can
be considered good performers - 8 from
the Southern region, 6 from the Western
and 6 from the Eastern region.

It should be noted that the calculation of
OCCR values above was based on billed
revenues rather than actual collections.
When actual collections are used in the
calculation the story changes dramatically.
For a start, the average OCCR for the entire
sample drops from unity to just about 0.8,
suggesting that without improvements in
collections, utilities will continue to struggle
to meet their operating costs. Individual
utility data is even more revealing (see
Figures 2.36-2.38). In the Eastern region,
with the exception of MWSC (Mombasa,
Kenya), NWSCO (Nairobi, Kenya) and
DDWSSA (Dire Dawa, Ethiopia), all the
other utilities would fail to cover their
operating costs (Figure 2.36). Moreover, if
we consider the benchmark OCCR value
of 1.2, all the utilities previously considered
good performers would lose their places in
the group.

Similarly, in the Western region, only three
utilities - SDE (Senegal), GWCL (Ghana)
and SONEB (Benin) - would be able to meet
their O&M costs, but only SDE (Senegal)
and SONEB (Benin) maintain their place
in the best performer group (Figure 2.37).
In the Southern region, five utilities -CWA
(Mauritius), Midvaal (S.Africa), WASA

(Lesotho), Saldanha Bay (S.Africa) and
Stellenbosch (S.Africa) - would meet their
operating costs from collected revenues.
However, of the eight utilities previously
considered good performers, only CWA
and Midvaal would maintain their place in
the group (Figure 2.38). These results lead
to a rather obvious conclusion that without
improving collections most utilities in the
sample would struggle to stay afloat.

The results also seem to suggest that
utilities do not necessarily need to increase
tariffs to improve financial viability. Putting
more effort in improving collections and
reducing losses can be just as effective
and could be the initial step utilities need
to take towards financial viability. The next
sub-section examines the performance of
utilities on key collections indicators.

Collection ratio and collection period:
These indicators, along with average
tariff and operating cost coverage ratio,
impact on the financial health of a utility.
Utility managers know very well that
billing customers and getting paid are two
different things. Poor collection efficiency
is mostly blamed on customers but the
utility may also be at fault for delayed
and faulty billings, inadequate responses
to consumer queries on billings, poor
customer service and a lukewarm effort to
collect overdue accounts.

The effectiveness of the collections process
is measured by the amount of outstanding
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Figure 2.30: Average tariff vs. unit operating 1costs for utilities in the Eastern region
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Figure 2.31: Average tariff vs. unit operating costs for utilities in the Western region
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Figure 2.32: Average tariff vs. unit operating costs for utilities in the Southern region
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Figure 2.33: Operating cost coverage ratios for utilities in the Eastern region
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Figure 2.34: Operating cost coverage ratios for utilities in the Western region
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Figure 2.35: Operating cost

coverage ratios for utilities in the Southern region
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Figure 2.36: OCCR based on actual revenues vs. OCCR based on billings (Eastern region)

OCCR based on billings vs. OCCR based on actual collections (Eastern region)
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Figure 2.37: OCCR based on actual revenues vs. OCCR based on billings (Western region)
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Figure 2.38: OCCR based on actual revenues vs. OCCR based on billings (Southern region)

OCCR based on actual revenues vs. OCCR based on billings (Southern region)

KWSC (Ndola, Zambia)
Emfuleni (S.Africa)

LWSC (Lusaka, Zambia)
NRWB (Mzuzu, Malawi)
AdeM (Maputo, Mozambique)
Cape Town (S.Africa)

| Y, Y P IQ Afeimm
viauusalia (Q.Allivd]

{
Johannesburg Water (S.Africa)
SWSC (Swaziland)
Metsimaholo (S. Africa)
Sol Plaatje (S.Africa)
NWWSSCL (Solwezi, Zambia)
Tshwane Metro (S.Africa)

\

*
| ———
[ E—
"
SWSC (Choma, Zambia)
Mogale (S.Africa)
Stellenbosch (S.Africa)
Matjhabeng (S. Africa) m
Saldanha Bay (S.Africa)
WASA (Lesotho) M

Midvaal (S Africa)
wiavaal (S Alnca; ]

Drakenstein (S.Africa)
CWA (Mauritius)
Potchefstroom (S.Africa) .

000 020 040 060 080 100 120 140 160  1.80
OCCR

O OCCR based on actual collections ®OCCR based on billings

2.00

71



Water Operators Partnerships-Africa Utility
Performance Assessment

revenues at year end compared to the base data for calculating collection ratios
total billed revenue for the year, in day but only 68 utilities had data on accounts

equivalents and by the total amount receivables. Figure 2.39 shows the regional
collected as a percentage of the billed averages for collection ratio and collection
amount. A total of 78 utilities had usable ~ period.

Figure 2.39: Regional averages for collection ratio and collection period
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Table 2.3: Examples of Utilities Reporting Collection Ratios >100 %

Utility Name Collection ratio (%) Collection period (months)
SOUWASA (Songea, T2) 152 8

LUWASA (Lindi, T2) 117 7

MUWASA (Musoma, TZ) 107 6

GWCL (Ghana) 110 5

CWSC (Chipata, Zambia) 146 18

SWSC (Swaziland) 104 8

JTWSSSE (Jimma, Ethiopia) 134 2
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On average, most utilities are only able
to collect about 73 percent of their
biled amounts, and it takes an average
of eight months to collect outstanding
revenues. There is little variation in average
performance between regions. In addition
the performance of this sample of African
utilities is not substantially different from
other world regions, such as ECA and
EAP where utilities report an average
collection ratio of 88 and 89 percent and
a collection period of seven and eight
months, respectively.

Figures 2.40-2.45 show individual utility
performance on collection indicators.
Based on the performance of the top 25
percent of all utilities, reasonable cut-off
points for identifying strong performers
are 93 percent and 3 months for collection
ratio and collection period respectively.
The target for collection period is
consistent with the best practice level
for developing countries as proposed by
Tynan and Kingdom (2002). A few utilities
report collection ratios of over 100 percent
- which may simply reflect a drive to collect
arrears from earlier periods. Table 2.3 lists
the utilities that report collection rations
above 100 percent.

In the Southern region, CWSC (Chipata,
Zambia) reports a collection ratio of 146
percent, but data on collection period
suggests that it takes the utility 18 months
to collect its outstanding revenues. The
same applies to SOUWASA (Songea,
Tanzania) which reports a collection ratio

of 152 percent and a collection period of
8 months. KIWASCO (Kisumu) reports a
collection ratio of 100 percent, but data on
collection period suggests that the utility
takes 17 months to collect its outstanding
bills. This implies that the reported good
performance may actually be in collection
of arrears rather than actual bills issued in
a particular period.

For purposes of identifying strong and
weak performers the two indicators -
collection ratio and collection period -
should be examined together. Only one
utility (HWSSSA, Harar Ethiopia) in the
Eastern region then emerges as a strong
performer on collections (see Figures
2.40 and 2.41). However, even at this
level of performance on collections, the
utility barely covers its operating costs. In
such a case, an increase in tariff above the
current level (average US$0.26) might be
warranted. Similarly, in the Western region,
only SDE (Senegal) would be considered
a good performer based on collections
indicators as it collects 99 percent of its
billed revenues in under three months.
The good performers on collections in the
Southern region are Bloem water (S.Africa),
Stellenbosch (S.Africa) and NRWB (Mzuzu,
Malawi).

Finally, the review undertaken during the
regional workshops showed that in many
countries public sector entities accounted
for a significant part of uncollected bills.
This emerged as a systemic issue requiring
structural reform related to: () who has
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Figure 2.40: Bill collection ratios for utilities in the Eastern region
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Figure 2.41: Collection period for utilities in the Eastern region
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Figure 2.42: Bill collection ratios for utilities in the Western region
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Figure 2.43: Collection periods for utilities in the Western region
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their water paid for by the State, (i) how
payment for water bills is provided for in
state budgets, (i) whether payments are
made off the top from treasury or left to

2.1.3 Overall efficiency indicator

The discussion on financial performance
takes a partial look at different aspects

the discretion of the entities; and (iv) who
has the authority to disconnect delinquent
accounts. The workshops showed that
all successful reformers had tackled these
issues and there was significant demand
for knowledge exchanges on this subject.

of operational performance with some
utilities performing well on some indicators
and worse on others. It is however
difficult to tell which ones are the most
efficient and we cannot reach any overall
conclusions on performance. One way
of providing a global indication of utility

’r’
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Figure 2.44: Bill collection ratios for utilities in the Southern region
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Figure 2.45: Collection periods for utilities in the Southern region
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efficiency is to compare the volume of
water for which the utility collects revenue
and the total volume it produces. This
comparison leads to a formulation of an
overall efficiency indicator (OEl) given as:
[(1-NRW)* Collection ratio] in percentage.
A total of 78 utilities had data to enable
the calculation of OEI. Figure 2.46 shows
the regional variation. The results clearly
show the extent of inefficiencies in African
water utilities. On average, all utilities
in the sample get revenue for only half
(62 percent) of the water they produce.
Eastern utilities perform slightly worse
than the other two regions, because of the
generally higher levels of water losses in
the region.

Individual utility data presented in Figures
2.46-2.48 confirms this picture. In the
Eastern region OEl ranges from as low as
7 percent (KWSC, Khartoum, Sudan) to 83
percent (Welkite, Ethiopia). Based on the
performance of the top quartile of all utilities,
a reasonable target for OEl for this sample
is 66 percent; utilities should be able to
get revenue for at least 66 percent of the
water they produce. This is the efficiency
achieved by the top 25 percent of all utilities
in the sample. Based on this criterion, only
20 utilities (out of 78) can be considered
efficient overall. The Eastern and Southern
regions are each represented by six utilities
in this group, while the Western region is
represented by eight utilities. These results

Figure 2.46: Regional variation in utility overall efficiency
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Figure 2.47: Overall efficiency indicator (Western region)
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Figure 2.48: Overall efficiency indicator (Southern region)
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point to the need for utilities to significantly
reduce NRW levels and also improve their
collection efficiency.

2.1.4 Quality of MIS

Improving the quality of utility management
information systems is a key priority of the
WOP- Africa program. Without a strong
MIS, utilities cannot carry out monitoring
and evaluation (M&E) or performance
assessments, neither can they participate
in benchmarking initiatives aimed at
continuous improvement. A key indicator
for judging the quality of a utility’s MIS is
the level of response to the questions in
the USAQ tool used in this assessment
exercise. This is considered a fair indicator
because the USAQ tool required utilities to
provide a huge amount of data and in a

highly disaggregated format. It is assumed
that only utilities with well functioning
information systems would be able to
provide such data on demand?®. However,
the indicator does not tell us anything
about the quality of information provided
and therefore may not be a reliable
indicator of a well-functioning MIS. At the
moment it is the only available indicator for
gauging whether a utility has some sort of
information system for collecting relevant
operational data and whether that system
is responsive. Other indicators used
include presence of internal M&E systems
and involvement in benchmarking, both of
which assume a functioning MIS.

The USAQ response rate indicator applies
to only those utilities that provided data
through the USAQ tool. We have no way

Figure 2.49: Overall efficiency indicator (Southern region)
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Figure 2.50: Regional variation in mean USAQ response rate
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Figure 2.51: USAQ response rate for utilities in the Western region
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Figure 2.52: USAQ response rate for utilities in the Eastern region
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of assessing the quality of MIS for those
utilities whose data was obtained from
external sources. Figure 2.49 shows
the regional variation in the mean USAQ
response rate. On average, all utilities
provided responses to about 85 percent
of the questions in the USAQ tool. There
are no significant differences in response
rate between regions, suggesting that all

regions may generally be at the same level
in terms of the quality of management
information systems.

However, a closer look at individual utility
response rates provides some rough
indication of which utilities have relatively
well-functioning MIS and which ones
would certainly need help in strengthening

Figure 2.53: USAQ response rate for utilities in the Southern region
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their systems. This individual utility data
is presented in Figures 2.50-2.52. In the
Eastern region (Figure 2.51), utilities such
as KSWC (Khartoum, Sudan) and ONEAD
(Djibouti) have very low response rates
compared to the rest. It is likely that this

Swaziland) and Bloem water (S.Africa)
in the Southern region, as well as Lagos
water (Nigeria) in the Western region.
Zambian utilities have the highest USAQ
response rates (above 95 percent). This
could be due to the presence of a relatively

level of performance is a manifestation  strong regulatory system whose reporting

of inadequate or non-existent utility = requirements puts pressure on utilities to
management information systems. The  strengthen their information systems.
same applies to SWSC (Mbabane,

Table 2.4: Profile of utilities with high USAQ response rates (above 94 percent)

Utility name M&E systems Benchmarking experience
In In region Within Membership of
utility benchmarking
country group

KIWASCO (Kisumu, Kenya) Yes Yes No No No
KEWASCO (Kericho, Kenya) Yes Yes Yes Yes Yes
IRUWASA (Iringa, TZ) Yes Yes Yes Yes Yes
MWSC (Mombasa, Kenya) No No No No No
MUWASA (Moshi, TZ) Yes Yes Yes No Yes
MTUWASA (Mtwara, TZ) Yes Yes No No No
HWSSA (Harar, Ethiopia) No No No No No
NWSC (Uganda) Yes Yes Yes Yes Yes
ONEA (Burkina Faso) Yes No Yes No No
GWCL (Ghana) Yes No No Yes No
LWSC (Liberia) Yes No No Yes No
CWSC (Chipata, Zambia) Yes Yes No No Yes
LWSC (Lusaka, Zambia) Yes Yes No Yes No
KWSC (Ndola, Zambia) No Yes No Yes Yes
NWWSSCL (Solwezi, Zambia) Yes Yes Yes Yes Yes
WASA (Maseru, Lesotho) Yes No No No Yes
Midvaal (S. Africa) Yes Yes Yes Yes Yes
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Table 2.4 gives some information on the
profile of utilities with relatively high USAQ
response rates (above 94 percent). With
the exception of MWSC (Mombasa,
Kenya) and HWSSA (Harar, Ethiopia), all
the remaining utilities have functioning
M&E systems as well as benchmarking
experience - which further explains their
relatively good scores on the quality of MIS
indicator.

Beyond inter-utility comparisons it is also
worthwhile examining the level of response
to each section of the USAQ in order to
identify focus areas for strengthening utility
information systems.

Figure 2.53 shows the mean response
rate for each section of the USAQ. All
the data-intensive sections (e.g. technical
information, operational performance and
customer care) have mean response rates
slightly above 80 percent. Although this is
not necessarily a poor level of response,
there is certainly room for improvement.
Availability of data under these areas is
critical for any benchmarking exercise.
The section on infrastructure development
and asset management appears to be the
most poorly responded to (mean response
rate = 79 percent) reflecting a need for
support and capacity building in the area
of utility asset management.

Figure 2.54: Mean response rate for USAQ section
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2.1.5 Summary of operational of operational indicators discussed in

performance th previous sections. Table 2.5 shows,
for each key indicator, the proportion of
utilities making the best performer group
from each region. This information gives
us a rough idea of the areas where utilities
are generally performing well or poorly and
the regional differences in performance.
Figure 2.54 on the other hand shows box-
plots for each key operational indicator,
showing the maximum, upper quartile,
median, lower quartile and minimum
values. The upper quartile values represent
the performance targets used in identifying
best performance within the sample.

The comparison of operational
performance provides insight not only on
performance differences between utilities
but also on regional differences. Moreover,
based on the proportion of utilities making
it to the best performing groups for each
operational indicator (where applicable),
we can identify areas where utilities are
doing relatively well and areas where
there is weakness. Table 2.5 and Figure
2.54 summarize the performance outlook
for the entire dataset based on the set

Table 2.5: Proportion of utilities making the best performer group

Valdsample | FoRenchultes e
performance*
Eastern | Western |Southern | Eastern |Western |Southern

Water coverage (%) 90 42 36 40 19% 8% 55%
Sewerage coverage (%) 82 11 5 22 0% 0% 50%
Metering level (%) 100 27 14 34 11% 50% 41%
NRW (%) 25 38 24 36 10% 46% 33%
NRW (m3/km/day) 12 35 19 26 17% 42% 31%
NRW (m3/con/day) 0.3 36 23 34 25% 39% 38%
OCCR (based on billings) 1.2 32 24 35 19% 25% 23%
OCCR (based on actual revenues) 1.2 28 12 25 0% 17% 8%

Collection ratio (%)/period (month) 93/3 27 25 26 4% 8% 12%
Overall efficiency indicator (%) 66 34 20 24 18% 40% 25%

* Taraet is based on the performance of the top quartile (25 percent) of all utilities in the sample
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Figure 2.55: Box-plot for key technical and financial indicators (all utilities)
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The spread of each box-plot (that is, the
distance between the upper and lower
quartiles) gives us an idea of how much
room or opportunity there is for utility
exchanges between good performers and
poor performers.

From the Table 2.5 we note that service
coverage is a weak area for utilities in
the East and Western region. Only eight
percent of the utilities from the Western
region make it to the best performing group
for water coverage and none for sewerage
coverage. Similarly, Eastern utilities have

only 19 percent of utilities making it to the
best performing group for water and none
for sewerage. Aabout half of the utilities
from the Southern region make it to the
best performing group for both water
and sewerage coverage, suggesting that
utilities from the region generally perform
better on both these indicators.

It is also clear from Table 2.5 that sewerage
coverage generally lags behind water in all
the regions. However, as shown in Figure
2.54 it is one of the areas where there is
greatest opportunity for collaboration.
Given the renewed focus on achieving the
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MDGs targets for water and sanitation
access on the continent, the evolving
WOP-Africa program is well placed to
connect utilities and facilitate knowledge
sharing and capacity building, especially
with regard to improving technical efficiency
and improving cash flows - areas that are
critical to improving service coverage.

Utilities in the Western region generally
perform better on key technical efficiency
indicators compared to the other regions.
Half of the utilities in the Western region
make it to the best performing groups for
both metering and NRW indicators while
utilities from the Eastern region are among
the weakest on these two indicators.
The average level of NRW in the Eastern
region is around 38 percent while metering
coverage is only 68 percent on average

The data shows that non-revenue water is
a major weakness for most utilities in the
sample. In many systems as much as a
third of production is lost through physical
and commercial losses. Part of this ‘lost’
water can be retrieved by appropriate
technical and managerial actions. It can
then be used to meet currently unsatisfied
demand (and hence increase coverage
and revenues to the utility) or to defer future
capital expenditures to provide additional
supply (and hence reduce costs to the
utility). However, only a few utilities (mainly
from the Western region) perform relatively
well on all measures of non-revenue water
(see Table 2.3). As such, opportunities for
knowledge exchange may be limited as
further illustrated in Figure 2.54.

Finally, in addition to the NRW challenge,
most utilities in the sample are currently
struggling to cover even their operating
costs. In all regions less than half of the
utilities can be considered financially
viable, and for many, poor performance on
collections seems to be the main problem.
For instance, 23 percent of utilities from the
Southern region appear to perform better
on the OCCR value calculated using billed
revenues.

But when you consider the OCCR value
based on actual revenues, the proportion
of financially viable utilities drops to 8
percent. Similarly, none of the utilities in
the Eastern region can be considered
financially viable due to poor performance
on collection. As noted earlier, it appears
that the single most important step utilities
can take towards financial viability is to
improve their collection efficiency. This is
one of the areas where collaboration and
knowledge exchange between utilities can
be encouraged. Other operational areas
where exchange and collaboration is
possible are summarised in Box 2.1.

2.2 Human Resources Utilisation
and Development

2.2.1 Human resources utilisation

Personnel costs in many water utilities in
developing countries constitute a larger
cost factor than wusually recognised,
draining resources from maintenance and
other necessary operating expenses and
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Box 2.1: Possible themes for utility cooperation in the area of operational performance

A. Service coverage

e How to achieve accelerated progress in increasing access to WSS and to achieve
the MDGs

e Best practices on monitoring and reporting access levels
B. Metering
e Best practices on increasing metering coverage
e Best practices on meter management and maintenance
C. Non-revenue water
e Best practices on water loss monitoring, hydraulic balance
e Best practices on leak detection and repair
e Network maintenance and management, including meter maintenance

e Best practices on improving customer databases and dealing with illegal
connections/customers

D. Collection efficiency
e Best practices on improving collection efficiency
e Reduction of arrears/ bad debts (how do get customers to pay their bills on time)
e Reducing arrears among public sector/government customers

E. Quality of MIS

e Best practices on setting up and maintaining a management information system.
How do we get there?

e Performance monitoring and reporting
e Linking a utility’s MIS with that of a national regulator (where applicable)

imposing costs on customers. Efficient (excluding depreciation and debt
utilisation of human resources is therefore service). Depreciation and debt service
a critical performance area for utilities. are excluded due to lack of uniformity
Two key indicators were used to assess in treating revaluation of fixed assets
the efficiency of human resource utilisation and to facilitate comparison of
in participating utilities: utilities with and without debt service
obligations.
e staff productivity index - expressed
as number of staff per 1000 Staff productivity index (SPI) is an important
connections; and measure of the efficient use of human

resources in a utility. It relates the number
of staff to the number of connections, with
good performance manifested by a low

e personnel or labor costs - expressed
as a ratio to total operating costs
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staff per1000 connection ratio while a high
ratio may indicate inefficient use of human
resources. However, the SPI ratio alone
does not provide a satisfactory picture
of the situation. To complete the analysis
of staff productivity we must examine
personnel/labor costs as well.

Data on staff productivity was available for
a total of 105 utilities while only 86 utilities
had data on labor costs. Figure 2.55
shows the regional variation in the mean
SPI ratio and labor costs in proportion
to operating costs. There is little regional
variation in both the mean SPI ratio and
the proportion of labor costs. However, on
average, utilities from the Western region
have a slightly higher SPI ratio (mainly
driven by Nigerian utilities) which may
reflect loose employment practices, often
a result of political interference in the water

company’s operations. In addition, utilities
from the Southern region have lower SPI
ratios but a relatively high ratio of labor
costs to operating costs. This suggests
that utilities in the Southern region may
have higher average salaries and wages
than one would expect.

Individual utility performance on staff
productivity is presented in Figures 2.56-
2.58. A frequently used international
benchmark for staff productivity is two
employees per thousand connections
but Tynan and Kingdom (2002) propose
a benchmark of five employees per 1000
connections for developing countries.
The SPI ratios achieved by the top 25
percent of all utilities in the sample suggest
that a target of 7 or fewer staff per 1,000
connections is achievable. Based on this
level of performance five utilities from

Figure 2.56: Regional variation in staff productivity
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Figure 2.57: Staff productivity indices for utilities in the Eastern region
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Figure 2.58: Staff productivity indices for utilities in the Western region
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Figure 2.59: Staff productivity indices for utilities in the Southern region
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the Eastern region can be said to be
performing well. The Southern region
dominates the best performing group with
17 utilities followed by the Western region
with 7 utilities. The data also shows that,
in general, utilities classified in the best
performing group for SPI ratios have lower
labor costs to operating costs ratios.

2.2.2 Human resource development

The WOP-Africa program considers
human resource development a top
priority consistent with the argument that
achieving the MDGs not only requires
building new infrastructure but also
complementary investments in  human
capital. Investments in human capital
include strengthening the technical and
management capacity of utilities through

staff training programmes. For this reason,
a key indicator of utility performance on
human resource development is the staff
training participation rate, that proportion
of staff that have participated in at least
one training event.

A total of 73 utilities provided data on
staff participation in training. Figure 2.59
summarises the regional variation in staff
training participation rate. On average,
utilities in the Eastern region have slightly
more of their staff participating in training
than those in the Western and Southern
regions but there is little difference in the
training days per employee across the
three regions.

Individual utility performance on staff
training participation rate is presented
in Figures 2.60-2.62. The rate achieved
by the top 25 percent of all utilities in the

Figure 2.60: Regional variation in staff training participation
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Figure 2.61: Staff training participation rate for utilities in the Eastern region
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Figure 2.62: Staff training partici

pation rate for utilities in the Western region
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Figure 2.63: Staff training participation rate for utilities in the Southern region
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Table 2.6: Proportion of utilities making the best performer group

Indicator Target : Proportion of utilities making
for best Wil eeTiale the best performer group (%)
performance*
Eastern | Western |Southern | Eastern |Western |Southern
Staff Productivity Index 7 37 31 37 14% 23% 46%
Staff Training Participation Rate (%) 30 27 28 17 26% 25% 24%

* Target is based on the performance of the top quartile (25 percent) of all utilities in the sample
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Box 2.2: Possible themes for utility cooperation on human resources utilization and

development

F. Staff productivity

e Staff performance management systems

e Staff performance contracts

e Effective change management (staff work culture)

G. Staff training

¢ |Implementing an HRD/staffing training policy

e Linking training centers (either run by a utility or serving many) into a network
e Best practices on in-house training vs. outsourcing of training

e Linking a utility’s MIS with that of a national regulator (where applicable)

sample suggests that a target of 30 percent
per year is achievable. Based on this level
of performance a total of 15 utilities can
be classified in the best performing group.
Eastern and Western regions dominate
this group with seven utilities each. Only
four utilities (CWA Mauritius; NWSSCL
Solwezi, Zambia; Midvaal, S.Africa; and
Bloem Water, S.Africa) from the Southern
region can be considered good performers
on staff training.

2.2.3 Summary of performance on
human resources utilisation

and development

Table 2.6 shows the proportion of utilities
making the best performer group from
each region for both the staff productivity
and training indicators. From Table 2.6 we
note that staff productivity is a weak area
for utilities in the Eastern and Western

regions; less than half of the utilities in
these regions make it to the best performer
group. Utilities in the Southern region
perform relatively well with close to half
making it to the best performing group on
this indicator. Therefore, efficiency of staff
utilisation is another area where utilities
from the Eastern and Western regions can
learn from their counterparts in the South.

On the other hand, staff training seems to
be weak in all the regions. Less than half of
the utilities in all regions make it to the best
performing group. This is an important area
of the proposed WOP-Africa program. In
order to foster a vibrant water sector in
Africa, the skill levels and number of skilled
people engaging in the sector needs to
increase dramatically and to be spread
out amongst all the organisations and
groups involved in the sector. To this end,
WOP-Africa will catalyse and encourage
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utility-to-utility exchange of know-how
and networking on training and human
resource development.

Possible themes for exchange are
summarised in Box 2.2.

In the face of gross overstaffing and
personnelexpenditures out of lineasashare
oftotal production, many reform drives have
focused on ‘rightsizing’ and upgrading the
manpower through manpower reduction
programs, such as early pension schemes
and retrenchment, as well as retraining.
As utility employees are relatively better
off than other public workers and given
their generally high degree of unionization,
‘rightsizing’ programs have been one of the
most challenging aspects of water utility
reform. The recent regional workshops

have shown that there is interest in sharing
experience on this theme.

2.3 Customer Care

A utility’s responsiveness to its customers
is usually indicated by the quality of
services it provides. However, quality of
service has several dimensions - water
availability, water quality, water pressure,
and customer relations. But the only ones
for which the sample provides sufficient
data is water availability as captured by
the continuity of service (hours of service a
day) - and customer relations - as captured
by the number of customer complaints
and response time it takes to address
complaints.

Figure 2.64: Regional variation in continuity of service
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Figure 2.65: Average hours of service for utilities in the Eastern region
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Figure 2.66: Average hours of service for utilities in the Western region

Continuity of service (Western region)
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Figure 2.67: Average hours of service for utilities in the Southern region
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2.3.1  Continuity of service

This is defined in terms of the average
hours of service a day. This is an
important customer indicator because
being connected to the network does not
necessarily mean a customer is receiving
good quality water when they need it.
Inefficiencies resulting from the poor state
of repair of water infrastructure, institutional
weaknesses and a lack of financial viability,
often make it difficult to have potable water
flowing in the pipes. Data on average hours
of service was available for 106 utilities.
Figure 2.63 shows the regional averages.

Individual utility data is presented in Figures
2.64-2.66. Utilitiesfromthe Southernregion
provide on average 21 hours of service to
their customers while those in the Eastern
and Western regions provide an average
of 18 and 13 hours of service respectively.
The low average for the Western region is
heavily skewed by Nigerian utilities many
of which provide less than 10 hours of
service to their customers.

The average hours of service achieved
by the top 25 percent of all utilities in the
sample suggest that a target of 24 hours
a day is achievable. Based on this level of
performance, a total of 39 utilities can be
classified in the best performing group. The
Southernregion overwhelmingly dominates
the best performing group with 19 utilities
while Eastern and Western regions each
have 10 utilities in this group.

2.3.2 Customer complaints

Complaints are commonly used as an
indicator of the quality of interaction with
customers. Data on customer complaints
was available for a total 53 utilities in
the sample and this showed very clear
differences in customer complaint levels,
with utilities in the South and Eastern
regions having generally higher levels
compared to utilities in the Western
region. However, while complaints are
relatively easy to track, they do not tell us
much about the performance of a utility
on customer relations. Customers may
have become accustomed to poor service
and do not complain. In other instances
it may be difficult for customers to report
complaints.For these reasons, it s
sometimes difficult to derive any meaning
from the number of complaints indictor.

A very low number of complaints might
indicate a utility not in touch with its
customers, where relatively little interaction
occurs between the utility and its
customers. Such a situation should raise
concern regarding other performance
indicators (e.g. hours of service) that
show performance levels that should be
generating complaints. The other extreme
is very high levels of complaints where
there is dissatisfaction and customers are
expressing it. Between these extremes lies
an acceptable level of interaction where
customers are generally satisfied but the
realities of not being able keep everyone
happy, continues to generate interactions.
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Utilities should aim for this middle ground
which for this dataset, is 53 complaints per
1000 connections. Utilities reporting less
than 21 complaints per connection per

year (lower quartile) may possibly be out of
touch with their customers while complaint
levels exceeding 140 (upper quartile) may
indicate customer dissatisfaction.

Figure 2.68: Average time to respond to a complaint (for utilities in the Eastern region)

Average time to respond to a complaint (Eastern region)
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We cannot classify utilities into best and the complaint. Out of the 68 utilities that
worst performing groups based on these provided data on customer complaints, 57
values because a desirable level of utilities also provided data on the average
complaints will ultimately depend on local time it takes to address a complaint. This
cultural and social expectations. data is summarised in Figures 2.67- 2.69.
The average time achieved by the top 25
percent of all utilities in the sample suggests
that a target of 24 hours to address a
complaint is achievable. Based on this
level of performance, a total of 25 utilities

It can be urged that a more useful indicator
for assessing customer service is not the
number of complaints per se but rather
the time it takes for a utility to address

Figure 2.69: Average time to respond to a complaint (for utilities in the Western region)

Average time to respond to a complaint (Western region)
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Figure 2.70: Average time to respond to a complaint (for utilities in the Southern region)

Average time to respond to a complaint (Southern region)
WASA (Lesotho) ] 120
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Table 2.7: Proportion of utilities making the best performer groups on customer care

Indicator Target : Proportion of utilities making
for best vale sermae the best performer group (%)
performance*
Eastern | Western |Southern | Eastern |Western |Southern
Continuity of service (hrs) 24 32 41 33 31% 24%
Average response time to 24 22 23 12
address a complaint (hrs)

* Target is based on the performance of the top quartile (25 percent) of all utilities in the sample
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can be classified in the best performing
group. The Eastern region dominates the
best performing group with seventeen
utilities. The Western region is represented
by 10 utilities while the Southern region has
five utilities in the group.

2.3.3 Summary of performance on
customer care

Table 2.7 shows the proportion of utilities
making the best performer group from each
region for both customer care indicators -
continuity of service and average response
time to address a complaint. From the
Table 2.7 we note that Western and
Eastern utilities generally perform poorly on
the continuity of service indicator with only
25 percent and 31 percent making it to the
best performer group as compared to 58
percent for the Southern regions. However,
on responsiveness to customer complaints
the Eastern region has a much higher
number (77 percent) of utilities in the best
performing group compared to the other

two regions. Again, there seems to be a
possible opportunity for exchanges in this
area. Examples of customer care issues
on which to base inter-utility collaboration
and exchange are summarised in Box 2.3
below.

2.4 Infrastructure Development

The level of infrastructure development
was assessed using a number of asset
indicators as well as capital expenditure
levels. The capital intensity of a utility is
indicated by the gross fixed asset value
per capita served. Unfortunately, utilities
provided very limited information about
asset values and until more emphasis is
placed on this item the values derived
must be treated with caution. For this
reason gross fixed asset values are not
presented in this report.

Thelevelofcapitalinvestmentwasassessed
using the average capital expenditure

Box 2.3: Possible themes for utility cooperation on customer care issues

H. Customer care

e Best practices in customer complaints monitoring and response (e.g. the ‘Cockpit’

in SDE Senegal)

e Conducting customer satisfaction surveys and using the results to improve the

customer experience

e Decentralized vs. centralized customer care centers

e (Call center technology — measuring and improving call center performance

e Setting up a flexible bill payment systems for customers

* Marketing utility services — what utility managers need to know about their

customers
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Figure 2.71: Average capital expenditure in the period 2001-2006 (for Eastern region utilities)

Average capital expenditure in last 5yrs(2001-2006) -
Eastern region
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per connection indicator. Since capital from as low as US$0.1 per connection
spending of utilities can change significantly (SEG, Guinea) to as high as US$ 659 per
from year to year, this indicator was based connection (ONEA, B.Faso).

on the total capital expenditure of the utility
during the last five years (2001 - 2006),
divided by five to get the annual average
capital expenditure and then divided by the
number of connections in the current year
(2006). A total of 52 utilities provided data
on capital expenditure during the last five
years. This data is summarized in Figures
2.70-2.72. Capital expenditure ranges

Utilities that are spending the most per
connection per year are Songea (T2)
and NWSC (Uganda) in the Eastern
region; ONEA (Burkina Faso), CRSWBL
(Nigeria), SPEN (Niger), TdE (Togo) and
PSWB (Nigeria) in the Western region;
and NWWSSCL (Solwezi, Zambia),
LWSC (Lusaka, Zambia) and WASA
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Figure 2.72: Average capital expenditure in the period 2001-2006 (for Western region utilities)

Average capital expenditure in last 5yrs (2001-2006) -
Western region
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Figure 2.73: Average capital expenditure in the period 2001-2006 (for Southern region utilities)

Average capital expenditure in last 5yrs (2001-2006) -
Southern region
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(Lesotho) in the Southern region. It can be = capital expenditures per connection,
noted that the utilities that are spending  suggesting that access to financing may
more per connection per year on capital be a major constraint to performance
improvements are not necessarily national  improvement for smaller utilities.

utilities, although they might be expected
to have better access to financing than
municipal utilities. However, small city or
municipal utilities generally have the lowest
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3. Services to the Poor and Informal

Settlements

nadequate water and sanitation service

provision to the urban poor remains

a serious problem in many African
countries. Poor households  typically
account for the largest share of the
increase in urban population. Most live in
densely populated inner city slums or in
unplanned peri-urban settlements which
are not served or out of the reach of water
utilities. Poor households within a utility’s
service area cannot afford traditional piped
service and have come to rely on shared
connections (yard taps) or resale (HH to
HH or kiosks) or, when they are available,
public standpipes. Unless they rise to
the challenge of expanding capacity to
serve poor urban HH, utilities risk finding
themselves in a situation where they will
reach only a fraction of population of the
cities which it is their mission to serve.

In most urban settings a pipe network
is the cheapest and most effective way
of supplying water - whether through
individual house connections, shared yard
connections or kiosks. However, as shown
by the coverage data presented in Section
2.1.1, the share of households covered by
pipe networks is still unacceptably low,
especially among utilities in the East and
Western regions. Part of the problem is
that services are unaffordable to most
urban residents, especially those living in
informal settlements where poverty is on

the increase. To capture the differences
in affordability of services provided by the
utilities, two key indicators were used:

¢ Domestic water connection charge
- expressed as a percentage of GNI
per capita; and

¢ Monthly household bill for a
household consuming 6m? per
month - expressed as percentage of
monthly GNI per capita.

Tariffs and connection charges need to
be put in the perspective of affordability.
Household income data, however, is
not easy to obtain. These indicators are
therefore expressed as a proportion of
per capita Gross National Income (GNI),
which reflects annual income. The GNI
(Atlas method based) will be for the whole
country and not reflect local variations, but
is the most appropriate consistent measure
currently available for most countries.

3.1 Affordability of domestic
water connection charges

For many households, especially those
in informal settlements, the cost of
connecting to a piped network can be a
significant financial hurdle. Comparing
connection charges provides insights into
the level to which this obstacle has been
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Figure 3.1 Domestic water connection charges as a share of per capita GNI (Eastern region utilities)

Domestic water connection charges (Eastern region)
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addressed. A total of 70 utilities provided
data on connection charges and this
is summarised in Figures 3.1-3.3. The
data expressed as a percentage of per
capita GNI, shows that for some of the

utilities the connection charges are clearly
unaffordable. In some cases they exceed
30 percent of per capita GNI.

The lack of trunk infrastructure as well as
the connection fee is often what prevents
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Figure 3.2 Domestic water connection charges as a share of per capita GNI (Western region utilities)
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people from obtaining piped water
supplies - once connected consumers
can usually pay their water bills. Based on
the performance of the top 25 percent of
all utilities in the sample it appears utilities
should charge connection fees equivalent
to no more than two percent of per capita
GNI.  With this fee level, only 16 utilities
can be considered to be doing relatively
well on this indicator. Connection charges

are generally lower among utilities in the
Eastern region.

3.2 Affordability of utility water
bills

Monthly household bill for a household
consuming 6m?® per month: A total of
87 utilities provided data on this indicator.

Figure 3.3: Domestic water connection charges as share of per capita GNI (Southern region utilities)

Domestic connection charge (Southern region)
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Figure 3.4: Regional variation in affordability for a consumption level of 6m3/month

Regional variation in affordability for a consumption level of 6m3/month

Monthly bill as % of monthly GNI per capita

Eastern Western Southern All utilities

However, a total of 16 South African
utilities were excluded from the analysis
because they cannot be fairly compared
with other utilities due to the well known
free basic water policy (FBW) in South
Africa. The FBW policy entitles all people
to a free lifeline supply of 6m? of water per
household per month. The policy has not
been implemented in any other African
country other than South Africa. For all
other utilities (71 utilities), Figure 3.4 gives
the regional variation in affordability for
a consumption level of 6Bm3%month. The
data shows the annual cost of consuming
em3/month as a share of per capita GNI
is slightly higher in the Eastern region
compared to the other regions.

A look at individual utility data further
reveals the differences in affordability levels.
The data is summarised in Figures 3.5-
3.7. The data shows that utility customers
in Africa pay an equivalent of 0.4-18
percent of monthly per capita GNI. These
results show the burden on customers
and underline the need for utilities to cut
costs. Based on the performance of the
top 25 percent of all utilities in the sample,
it appears households should pay an
equivalent of no more than 3 percent of
per capita GNI for 6m? of water per month.
With this fee level, only 18 utilities (out of
71) can be considered to be doing relatively
well on this indicator.
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Figure 3.5: Monthly water bill for HH consuming 6m3/month as a share of per capita GNI (Eastern)

Monthly bill for HH consuming 6m3/month as % of monthly GNI per capita
(Eastern region)
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Figure 3.6: Monthly water bill for HH consuming 6m3/month as a share of per capita GNI (Western)

Monthly bill for HH consuming 6m3/month as % of monthly GNI per
capita (Western region)
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Figure 3.7: Monthly water bill for HH consuming 6m3/mon as a share of per capita GNI (Southern)

Monthly water bill for HH consuming 6m3/month as % of monthly GNI per
capita (Southern region)
BWB (Blantyre, Malawi) | 17 G
LWB (Lilongwe, Malawi) 1 ]12.5
KWSC (Ndola, Zambia) 1 199
CWSC (Chipata, Zambia) 1 8.8
NRWB (Mzuzu, Malawi) =
NWWSSCL (Solwezi, Zambia) 1 ] 6.6
MWSC (Mulonga, Zambia) -_ 5.6
" TLWSC (Lusaka, Zambia) [ORRRSRSRIZO |
WASA (Lesotho) —— 30
CWWS (Windhoek, Namibia) _:1 25
NWSC (Kitwa, Zambia) -:l 1.8
WBM (Walvis Bay, Namibia) __ 18
CWA (Mauritius) -:I 04
0.0 2.I0 4.I0 6.I0 8?0 10I,0 12I.0 14I.0 16.0
Monthly bill for HH consuming 6m3/month as % GNI per capita

3.3 Summary of performance on
affordability indicators

Table 3.1 shows the proportion of utilities
making the best performing groups on
key affordability indicators. On connection
charges Western tilities perform slightly
better than utilities from the other two
regions. Twenty six percent of Western
utilities make the best group compared to

20 percent for Eastern and 18 percent for
Southern utilities.

Although Western utilities generally have
lower connection charges, poor customers
connectingtotheirnetworksare likely to pay
a much higher bill. Utilities in the Southern
region (even with the exclusion South
Africa) perform much better in keeping the
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monthly bill for poor households below 3
percent. Opportunities therefore exist for
collaboration between utilities, especially
on strengthening pro-poor policies and
strategies that clearly define financing and
operational mechanisms, as well as tariffs
that ensure equitable provision of services
to all urban residents. Priority issues for
exchange are summarised in Box 3.1
below.

[t should be noted that most utilities are
already engaged in some initiatives to

improve services to the urban poor. For
instance, 87 percent of utilities reported that
they were engaged in formal partnerships
with alternative service providers (mainly
water kiosk operators), while 38 percent
have formal partnerships with NGOs and
other community-based organisations
involved providing services to informal
settlements.

Furthermore, 65 percent of utilities claim
to have a pro-poor strategy and of these
20 percent report service improvements to

Table 3.1: Proportion of utilities making the best performer groups on affordability

Indicator Target ; Proportion of utilities making
for best vellsleailalls the best performer group (%)
performance*

Connection charges as % of GNI 2 20 16 15 20% 26% 18%
per capita

Monthly bill for a consumption 3 30 27 13 17% 26% 46%
level of 6m3/month as % of

monthly GNI per capita

* Target is based on the performance of the top quartile (25 percent) of all utilities in the sample

Box 3.1: Possible themes for utility cooperation on serving the poor and informal

settlements

I.  Services to the poor and informal settlements

e Best practices on serving the poor and informal settlement strategies (e.g.
policies, dedicated unit within the utility, service options, social connections,
kiosks, delegated management models and partnerships)

e Tariff reviews, subsidy targeting, cross subsidies

e Adaptation of service levels to suit the urban poor

e Partnerships with alternative service providers

e Using water and sanitation services as entry points for slum upgrading and

coordination with other stakeholders
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the urban poor as a result of implementing
their strategies. A sizeable number of
utilities (31 percent) have running social

the urban poor and informal settlements.
Overall, there is potential for inter-utility
exchange and learning innovative ways of

connection programmes but few (22
percent) have a dedicated peri-urban
unit to manage the delivery of services to

serving the poor.

Table 3.2: List of utilities with dedicated units/departments focusing on services to the urban poor

Utility full name Short name | Country Region
Kisumu Water & Sewerage Company KIWASCO Kenya Eastern
Naivasha Water , Sewerage & Sanitation Company Ltd. NAIVAWASS | Kenya Eastern
Shinyanga Urban Water & Sewerage Authority SHUWASA Tanzania Eastern
Dar es Salaam Water & Sewerage Authority DAWASA Tanzania Eastern
Mwanza Urban Water and Sewerage Authority MWAUWASA | Tanzania Eastern
Dire Dawa Water Supply & Sewerage Authority DDWSSA Ethiopia Eastern
National Water and Sewerage Corporation NWSC Uganda Eastern
Plateau State Water Board PSWB Nigeria Western
Bauchi State Water Board BSWB Nigeria Western
Borno State Water Corporation BSWC Nigeria Western
Office National de I'assainissement du Senegal ONAS Senegal Western
Societe Nationale d’Exploitation et de Distribution des Eaux SONEDE Tunisia Western
Societe Des Eaux De Guinee SEG Guinea Western
Societe d’Energie et d’Eau du Gabon SEEG Gabon Western
Malawi Northern Region Water Board NRWB Malawi Southern
Mulonga Water and Sewerage Company Limited MWSC Zambia Southern
Northern Western Water Supply and Sewerage Company Limited| NWWSSCL | Zambia Southern
Lusaka Water & Sewerage Company Limited LWSC Zambia Southern
Kafubu Water and Sewerage Company Limited KWSC Zambia Southern
Aguas de Mozambique, S.A.R.L AdeM Mozambique | Southern

124






Water Operators Partnerships-Africa Utility

Performance Assessment

4. Potential for Peer-Support

Partnerships

he foregoing performance

assessment has helped identify

where each participating utility lies
on key performance parameters. Clearly,
there are tilities that are leading the group
on specific indicators and also in terms
of overall performance. There are also
a number of utilities that can do better.
A key assumption of the WOP-Africa
program is that those participating utilities
that generally lag behind in performance
will be motivated to learn from others
that are performing relatively well where
there are any lessons to learn. Although
this assessment exercise did not am
to explain the reasons for any utility’s
performance level, the data provides a
good starting point for utilities to identify
potential learning partners based on the
level of performance alone.

Moreover, as part of the assessment,
utilities were each asked to identify their
top three areas of strength, as well as the
top three weaknesses or priority areas for
learning from a better performing utility. The
responses were coded into 14 categories
with each weakness and each strength
being allocated the same code to enable
matchmaking. The results summarised in
Figure 4.1 are quite revealing, particular
on the potential for African utilities to learn
from each other.

The majority of utilities (24 percent) identify
non-revenue water management as their
major weakness. This is fairly consistent
with the performance data discussed
earlier in Section 2. It is also observed that
only a few utilities (8 percent) claim to be
strong on non-revenue water management
- a result that is again fairly consistent with
the performance data discussed earlier.
From these observations it would appear
that African water utilities would be hard-
pressed to find among themselves another
utility to provide peer-support and share
knowledge on this critical performance
area. In such circumstances, it would be
beneficial to look outside the region for
proven expertise and experience. However,
for other areas, there is enormous potential
for utilities in Africa to learn from each other.
In particular, there is potential for knowledge
and skills transfer through collaborative
arrangements between utilities that show
superior performance on key indicators
and those that lag behind. This potential for
utility-to-utility partnerships (U2U) was also
revealed during the regional workshops
in which participants expressed interest
for more than 100 specific matches (see
Appendix C). As aresult of the discussions
and relationships forged during the regionall
workshops, several utilities have already
initiated U2U partnerships.
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Figure 4.1: Stated strength-weakness matching (all utilities)

Stated strength-weakness matching

i
@2
§

System & service reliability

HR mgt , technical expertise & motivation

Service delivery to the poor

Management iof water shortages

NRW magt, incl leakage and metering

Infrastructure devt, planning & asset mgt

YWater quality monitoring & improverment

|
I
1
Management information systems ‘&

Improving sewerage services & coverage

Institutional reforms & change magt

Billing, collections & customer services

% of utilities

| @ Stated strength @ Stated weaknessl

The self-assessment also revealed that which the exchange took place, as well as
utility partnerships of this nature are not funding and contractual arrangements.

entirely new in the African water sector.
There is already a rich experience of utility
exchanges of experience and services.
The questionnaire used in the assessment
exercise captured some of these
experiences. Utilities were asked whether
they had been involved in any utility
exchange in the past, the context under

Of a total of 57 valid responses, 49 (86
percent) reported having been involved in
an exchange of experiences or services
with another utility. The majority of these
(63 percent) have been through the utility’s
own initiatives, while about half (47 percent)
where conducted through the former Water
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Utility Partnership (WUP). The cases of
U2U reviewed by the participants showed
that U2U come in many shapes and
forms ranging from relatively short term
interventions focused on a specific theme to
broader more comprehensive partnerships
involving periodic joint meetings of their
management teams and their boards as
well as staff exchanges. For instance,
NWSC (Uganda) has an external services
unit within the organisation that provides a
wide range of utility management advisory
services to other utilities in the region.
Collaboration already exists between
NWSC and other water utilities, including
Dar es Salaam (Tanzania), Lusaka (Zambia)
and Nairobi (Kenya).

Figure 4.2 summarises the main areas
of exchange in previous or existing

partnerships. Most of the exchanges
have focused on biling and customer
services; performance improvement plans
(PIP); training; monitoring and evaluation
systems. Remarkably, a few of the utilities
are already collaborating on ways to
improve sanitation coverage - an area that
was found lacking in many utilities.

As the WOP-Africa funding strategy
continues to evolve, it is interesting
to explore how previous or existing
partnerships are being funded. Figure 4.3
summarises funding arrangements for
past and existing U2U partnerships (based
on 43 valid responses). The majority of
utilities (44 percent) are self-financing their
engagements with other utilities, implying
that utilities already attach a high value
to such exchanges. This is an important

Figure 4.2: Focus areas in previous utility partnerships

Infrastructure dewvt, planning & asset management

Billings & customer services

Improving sanitation coverage [ 7

Focus areas in previous utility partnerships

Institutional reform & change management — 9

Traimirmes amdd hd
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finding to take on board in the evolving
WOP-Africa funding strategy.

Lastly, on the question of contractual
arrangements, the majority (47 percent)
of partnerships are formalised through
memoranda of understanding (MoUs). A
sizeable number (35 percent) have used
formal contracts with specific objectives.

There also a number of utilities (26 percent)
that report basing their exchanges on
informal agreements between managers.
Overall, these results suggest that there
is a wealthy of experience to build on and
that the WOP - Africa program should seek
to enhance rather than undermine these
existing arrangements.

Figure 4.3: Existing funding arrangements for utility partnerships

28% /
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How previous/existing partnerships are being financed

@ External financing
m Utility self-financing
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5. Conclusion

This report has synthesized the results of a
utility performance assessment of selected
African utilities and provides a basis for further
development of the WOP program in Africa. The
main conclusions arising from the assessment
can be summarized as follows:

e The major challenge facing utilities is
expanding coverage;

¢ |nefficiencies are a major cause of poor
access to water services;

¢ Africa has a lot of well-performing utilities
and good practices;

e There are U2U exchanges already taking
place to be scaled up under WOP Africa;

¢ Availability and reliability of performance
data is still a problem as in many cases
MIS systems are either poorly designed,
incomplete and/or not systematically
updated.

From the data presented it is fairly clear where
each utility lies on key performance indicators and
the opportunities that exist for peer-support and
learning. The indicators capture a broad range
of performance areas for utilities but they are not
comprehensive. More work is needed to provide
a complete assessment of utility performance,
expanding the measures to governance and
accountability, to capital efficiency and to better
measures of responsiveness to the needs of the
poor. There is also need to institutionalise the
assessment process, improve MIS at utility level
and do more process benchmarking.

Invariably, indicators tend to portray an incomplete
picture of a utility’s performance as they often
exclude other contributing factors such as
accountability of institutions and incentives that
are not readily quantifiable. Moreover, utilities face
different social, political and financial constraints
which need to be taken into account when
evaluating performance. For these reasons, the
indicators presented in this assessment should
not be interpreted rigidly. Rather they should be
taken as indicative of the strength or weakness of
a utility relative to its peers.

Lastly, the results show enormous potential for
scaling-up inter-utility partnerships in Africa.
Contrary to popular perception, the region is not
entirely short of well-performing utilities to emulate.
Many countries have improved their institutional
framework making it possible for utilities to shift
from crisis management to strategic planning
and performance improvement, which can be
emulated by those that are lagging behind.
However, improvement by emulation requires that
utilities are found that exhibit superior performance
and have objectives or specific strengths to match
the weaknesses of utilities seeking improvement.
This assessment has provided some indication of
who the superior performers might bebut more
work is needed to confirm their ability to provide
peer-support. The assessment and the WOP
Africa regional workshops have also confirmed
the interest in peer-to-peer support partnerships.
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