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Overview of the Sector in Uganda








Under ministry of water and
environment
Urban WSS under NWSC for large
towns (~22) and Local
Governments (LGs) for others
LGs: use local private operators
and/or WSS departments
Rural WSS under LGs but
investments are financed by central
governments
No independent WSS regulator
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NWSC in Perspective







Corporatized Utility formed
in 1972
Has a Board and
Management
Has a Performance Contract
with Central Government
Operations are managed
through a series of
operating contracts with
regional utilities
Vision is ‘To be one of the
leading utilities in the
World’
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Contractualisation has been Key!
Objectives include, among others:
 To define obligations of parties
involved in a transparent manner
 To increase performance
accountability
 To establish a meaningful
framework for introducing
managerial incentive plans
(financial and emotional)
 Capacity building of managers in
business planning and contract
negotiations
Bottom line objective:
Improved performance and service
delivery
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To define obligations of parties involved
in a transparent manner
These include:
Operator
1.
2.
3.
4.
5.

Assets operations and maintenance
Revenue generation (sales/billing and collection)
Customer care
Expenditure management and cost containment
activities
Delegated investments (pass-through expenditure
and knock-on effects on business growth)

Principal/Client
1.
2.
3.
4.

Monitoring and evaluation/inspection
Major investments and rehabilitation (financing
and implementation)
Tariff setting
Policy formulation and direction
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To increase performance accountability






Contract establishes a
principal/agent relationship
Using a set of agreed
performance standards, a
framework for tracking
performance progress is
established
Objective mechanism to
terminate the services of a nonperforming operator
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To establish a framework for introducing
managerial incentive plans (financial and
emotional)

Incentives are based on:
 Non-volatile and contestfree performance
measures
 Measures that address
situation specific
performance weaknesses
 Need to reinvigorate
worker morale and
commitment
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Typical Example of a Management Fee Structure
in NWSC Contracts
Sno
1

Component
Base Fee1

Computation Formula
FC + 0.75(CC)

Remarks
Where:
FC = Non-controllable (fixed) costs
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Performance
Fee2

Incentive Fee3

0.25(CC) * [P/N]

CC = Controllable costs
Where:
P = The weighted number of service standards that have been
achieved for the given month

X% * [K + (OME – OMO)] * [0.3WRpa +
0.3UFWpa + 0.2CEpa + 0.2CPpa]
The formula is applicable only if:
OME > OMO

N = 100 = The total weighted number of service standards to be
achieved
Where:
K = A constant representing the level of incentive equity/subsidy
extended to non-break even and/or “small” Areas
OMO = Minimum cash operating margin based on the agreed
OPEX (Base Fee + Performance Fee) and the set Minimum
Standard for collections.
OME = The achieved cash operating margin during the month
being evaluated
X% = The agreed %age of the improvement in OM to be retained
by the Operator as bonus.
WRpa = Percentage incremental achievement in the improvement
of the Working Ratio
UFWpa = Percentage incremental achievement in the reduction of
Unaccounted for water
CEpa = Percentage incremental achievement in the increase in
Connection Efficiency
CPpa = Percentage incremental achievement in the reduction in
the Collection Period
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Capacity building of managers in business
planning and contract negotiations
•

•



Competition for
managerial responsibility
using credible business
plan, build capacity
Performance standards
and contractual
framework negotiations
enable involved parties to
build skills
Information asymmetry is
a key challenge to know
‘ground’ technologies
and production processes!
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Operating Contract in NWSC (Internally Delegated
Management Contract-IDAMC Model)


The NWSC-Head Office on one side and the Operator (Area Manager
as the Managing Partner, supported by Key Select Team, as provided
for in the Deed of Partnership) on the other side: the MD is still
accountable for operations of both parties

OPERATOR

Head Office

Area Manager
Key Staff
Seconded Staff
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Operating Contract Development Process:

High

Evolving Utility Perspective

Financial Operating Efficiency

Team Building
(Start-up)

Individual
Accountability within
Strong Team

Team-based
Incentive
Contracts with
clear group
incentives &
performance
targets

Team-based
Incentive
Contracts,
incorporating
suitable
combinations of
Individual and
group Incentives
& targets

Low

Performance
Improvement
Programmes with
Incentives +
Significant
Coaching Activity

Team
Consolidation

Low

High

Team Development Level
(Congruence on Organisational Objectives)
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Regulation & Performance Monitoring
Key Underlying Principles



The regulation and performance monitoring of the IDAMCs is
generally “By Contract”
 Emphasis has been on partnering rather than legalistic approach;
with significant “support and we-work-together” attitude. This
has been enabled through flexible contract design with emphasis
on “Fairness” principle.

 Both “output” and “methods”-based contract monitoring
approaches are applied to maximize productivity
 Currently strengthening the “process” (Checkers) monitoring
activity to grow and refine operating capabilities at local area level.
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Achievements of the Contractualisation
Process in NWSC
Perf. Indicator

1998

2007

Service coverage

48%

71%

Total connections

50,826

185,898

New connections per year

3,317

25,000

Staff per 1000 connections 36
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Coll. Efficiency

60%

93%

Unaccounted water

51%

32%

Proportion metered
accounts

65%

99.6%

Annual turnover

US$11.0M

US$ 40.0M

Profit (Loss) After. Dep

Loss: (US$ 2.0M)

Profit: US$ 4.0M
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Some Questions that Might Influence Choice of
Contract Type


What is the overall assessment of existing WSS managerial
capacities and staff skills?
 What is the credibility of existing performance data sets and do
they render themselves into trusted/acceptable track record?
 What are the perceptions of key stakeholders and how
quickly/possible can they be bought into WSS reforms?
 What is the credibility and transparency of existing regulatory
framework and how quickly can gaps be plugged?
 What is critical problem now: (1) managerial capacities/skills; (2)
commercial inefficiencies; (3) investment inefficiencies; (4) lack
of WSS financing? Can key stakeholder allow choices, freely?
Always remember: ‘You cannot privatize your problems’!

