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The challenge of providing water to small towns

Small towns and secondary/intermediary cities 
across Africa are continuing to grow and rural 
areas are taking on more and more 
characteristics typical of urban or quasi-urban 
areas.1 Utilities must evolve if they are to keep up 
with the changing needs of current and future 
customers. Countries expanding piped water 
supply to urbanising areas are facing the 
challenge of sustainably managing and 
maintaining complex systems that serve small 
and diffuse customer bases scattered across 
large areas. 

1  OECD/SWAC (2020) Africa’s urbanisation dynamics 2020: Africapolis,  
mapping a new urban geography. West African Studies, OECD Publishing, Paris.

Mid-Western 
Umbrella

UGANDA

Image: Location of Uganda, and Mid-Western Umbrella of Water & Sanitation service area.
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Executive Summary: Institutional change and 
improved services
Uganda is still a predominantly rural 
country, but the population living in its 
cities and towns is growing fast, 
increasing by 5.7% in 2020.1 Many of the 
country’s water supply systems serve 
dispersed populations in rural areas or 
small towns, but these communities are 
rapidly outgrowing systems that have 
been deteriorating due to operational 
inefficiencies and minimal maintenance.
 
The Government of Uganda, in response, 
restructured the national framework for water 
supply in 2006, establishing six regional support 
organisations (‘umbrellas’) to provide technical 
support to private suppliers and communities. In 
2017, the Ministry of Water and Environment 
(MWE) transformed these umbrellas into water 
supply and sanitation authorities (known as 
‘Umbrella Authorities’), responsible for delivering 
services to hundreds of thousands of Ugandans. 
 
The country’s water supply sector is 
mid-transformation. Part of the MWE’s effort to 
extend water services to 100% of urban areas 
and 85% of rural areas by 2025, this is a 
much-needed journey from dispersed, 
quasi-independent, micro-scale water supply 
systems to professionally managed networks of 
piped water supply systems in rural growth areas 
and small towns.2 These six Umbrella Authorities 
– Mid-Western, Eastern, Central, South-Western, 
Northern and Karamoja – are now the primary 
water service providers for rural areas and small 
towns not served by the national parastatal utility, 
the National Water and Sewerage Corporation 
(NWSC). 

1  World Bank DataBank (accessed 13 April 2022) Urban population growth (annual %): Uganda, sub-Saharan Africa https://data.
worldbank.org/indicator/SP.URB.GROW?locations=UG-ZG.
2  ‘Rural growth centres’ are defined in the Government of Uganda’s District Implementation Manual (Revised) (May 2013) as areas with 
populations between 500-5,000 people.

Since 2018, the Mid-Western Umbrella of Water 
and Sanitation (MWU) has been undergoing 
significant change, with support from WSUP 
Advisory and funding from the Conrad N. Hilton 
Foundation. This publication explains how the 
MWU is rising to the challenge of its new 
mandate, detailing how a new management 
structure and performance management 
framework is driving institutional change and 
improving services for its customers. This has 
been possible because of the sustained efforts of 
senior leaders in the MWU and the MWE, whose 
reflections on this process form the heart of this 
report. 

Since 2018, the MWU has:
 – Changed its governance structure and 

trained the Board of Directors in their roles 
and responsibilities.

 – Agreed a ‘Customer Charter’ that clearly 
establishes the commitments made by the 
MWU and customers.

 – Implemented a new water supply system 
management structure that groups systems 
into ‘Areas’, each under a single manager.

 – Identified three ‘model’ Areas, where grant 
funding generates learning, develops 
standard operating procedures and catalyses 
additional revenue for the MWU.

 – Invested in training and development of staff 
at all levels.

 – Initiated new policies and procedures for 
taking over systems, billing and collection, 
human resources, and customer satisfaction.

 – Invested in water quality improvements at the 
Area level by constructing treatment plants, 
procuring equipment for testing water and 
hiring technicians to monitor water quality.
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The MWU is now serving as a model of utility 
improvement for the MWE, who are encouraging 
other Umbrellas to replicate this organisational 
change programme. This publication focuses on 
a new operating structure and performance 
management model that has delivered 
substantial performance gains and has catalysed 
wider transformation within the Umbrella. We 
then provide five recommendations drawn from 
the MWU’s experiences from 2018-2022. These 
are particularly relevant to other Umbrellas in 
Uganda, but may also be useful for utilities 
serving small towns in other countries in Africa 
and elsewhere: 

1. Adopt a decentralised management  
structure to remain lean, cost-effective  
and responsive.

2. Develop talent and empower middle 
management.

3. Start with short-term performance 
improvements and track simple metrics.

4. Meet operational costs to create breathing 
room.

5. Align support programmes with operational 
priorities.

Image: MWU staff at Kabarole Area, 2019. Credit: Bridget Teirney
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1. Supplying piped water in small towns 
and rural growth centres
1.1 The global challenge

The challenge is primarily one of scale; a typical 
small-town water supply system may only have a 
few hundred customers but will still require an 
electromechanical plant, water treatment 
facilities, extensive primary piped networks and 
effective billing and customer relationship 
management. Whether a water service provider 
can sustainably manage these requirements will 
depend – in part – on technical knowledge, 
modern systems, cost control and devolved 
management that keeps decision-making 
responsive to customers and operations. 

1.2 The Ugandan context

More than 1,000 small towns and ‘rural growth 
centres’ in Uganda are served by piped water 
supply systems. Under the 1997 Local 
Government Act, town councils were responsible 
for water supply and managed their own piped 
water supply systems as ‘Water Authorities’. 
Typically, councils signed a performance contract 
with the Ministry of Water and Environment 
(MWE) and a management contract with a 
private operators to run the system (Figure 1). In 
more rural areas, systems were often operated 
by communities through committees or user 
associations. This management model, first 
established in 1986, resulted in a steady rise in 
the number of connections and the improved 
financial sustainability of systems, particularly in 
larger towns. 

However, the profit margins for private operators 
were marginal at best, especially for systems in 
small towns and rural growth centres with fewer 
active connections spread over large areas. 
Private operators struggled to achieve economies 
of scale, and as each system was contracted 
separately it was difficult to cross-subsidise less 
profitable systems.3 This was further exacerbated 
by short-term contracts and the excessive 
transfer of risk to private operators.

3  Hirn M (2013) Private Sector Participation in the Ugandan Water Sector: A Review of 10 Years of Private Management of Small Town 
Water Systems. World Bank Group, Washington, D.C.
4  Directorate of Water Development (July 2020) National Framework for Operation and Maintenance of Rural Water Infrastructure in 
Uganda. Ministry of Water and Environment, Kampala, Uganda.

Inequitable risk sharing, tight profit margins, a 
lack of transparency in tendering and 
procurement, and weak government oversight of 
contracts meant that smaller systems – seen as 
less commercially viable – were left behind, with 
some contracts eventually awarded to individuals 
rather than companies, who preferred to bid for 
contracts to manage larger systems with higher 
concentrations of active connections. Operators 
of the very small schemes lacked technical and 
managerial skills, materials and fittings were not 
readily available for repairs or system expansion, 
users were unwilling or unable to pay for the 
regular costs of system maintenance, and the 
limited competence of water committees to 
oversee private operators led to a decline in 
systems and services.4 

In response to the technical and commercial 
weaknesses of the municipal Water Authorities 
and their contractors, the Government of Uganda 
established six regional support organisations 
called Umbrella Organisations. These 
organisation were formed between 2002 and 
2014, with South West and Karamoja as the first 
and last respectively. These support 

Ministry of Water & Environment (MWE)

MWE gazettes Water Supply Area and appoints Water 
Authority (WA): Performance Contract between MWE and WA

WA (typically a town council) appoints 
Water Supply and Sanitation Board (WSSB)

WSSB may hire a Private Operator (PO): 
Management contract between WSSB and PO

Private Water Operator

Figure 1: Small town water supply system management in Uganda, pre-2017 

Source: Hirn, 2013
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organisations provided technical assistance to 
Water Authorities, private water service providers 
and communities, primarily through support with 
operations and maintenance (O&M), training, 
overseeing minor rehabilitation and extension 
projects and monitoring water quality. Some 
organisations even stepped in to manage 
systems, although they had limited resources 
and/or capacity to do so.5 

1.3 Introducing regional water 
utilities

In 2017, the MWE transformed the six Umbrella 
Organisations into water supply and sanitation 
authorities, responsible under the Water Act 1997 
for certain piped water systems in towns outside 
the jurisdiction of the National Water and 
Sewerage Corporation (the para-statal utility 
serving cities and over 200 large towns across 
Uganda). Effectively, these ‘Umbrella Authorities’ 

5  MWE (April 2017) Regulation and Sustainability of Water Supply and Sanitation in Uganda: National Dialogue Report.
6  Hirn M (2013).
7  MWE (2021) Natural resources, environment, climate change, land and water management: Programme performance report 2021.

(as they are commonly known) are now regional 
water utilities.

This transformation was partly meant to reduce 
the overhead costs of operators managing 
dispersed systems and to simplify supervision for 
the government, with a view to achieving 
economies of scale.6 It also aimed to renew focus 
on the un- and underserved: water access rates 
differed sharply between small towns and large 
towns, and NWSC’s commercially-minded 
expansion meant that less dense towns and rural 
communities not served by NWSC were at risk of 
being left behind. For example, NWSC coverage 
in their service areas in 2016/2017 was 79%, 
while small towns and rural growth areas only 
had 29% coverage in the same year through 
systems overseen by the MWE/Umbrellas.7

The New Umbrella Authority Model

MWE / DWD

UMBRELLA AUTHORITY

MANAGEMENT ROLE

WATER USERS

SUPPORTING ROLE
for non-gazetted piped water

schemes

Urban Water &
Sewage Dept.

supports &
supervises

supports & advises

Local
Govt. as
Water

Authority

Water
Board

contracts collects
revenue

Private Operator or
Scheme Operator or
Community Mgmt.

Secretariat
Executive
Committee

Annual Gen.
Meeting

Umbrella acting as Water authority for gazetted schemes

Performance
Contract regulates

are
repre-

sented

are
represented

payprovides service

facilitatescontracts &
supervises

collects revenue
& reports

monitors
Scheme Operator

Local
Water & San.
Committee

Local
Govt.

Rural Water &
Sanitation Dept.

Water Utility
Regulation Dept.

Figure 2: The Umbrella Authority model, 2017 onwards

Source: MWE, 2020. Water and Environment Sector Performance Report.
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overhauled the prior model, under which each 
system had operated in a silo. This also ensured 
that NWSC did not become overwhelmed by the 
number of new systems coming online: from 2013 
to 2020, NWSC expanded from 27 cities and 
towns to 258.

The short-term aim is for these six Umbrella 
Authorities to maintain and grow the piped water 
supply systems in their regions, reducing the 
pressure on the NWSC as it extends piped water 
networks. The long-term vision is for the six 
Umbrellas (Mid-Western, Eastern, Central, South 
Western, Northern and Karamoja) to directly 
manage all water supply systems in their region, 
with the NWSC able to take on a more strategic, 
national role. 

1.4 The Mid-Western Umbrella of 
Water and Sanitation

The Mid-Western Umbrella (MWU) of Water and 
Sanitation is a legally established company 
limited by guarantee, with the Ministry of Water 
and Environment as its shareholder, overseen by 
the MWE’s Directorate of Water Development. 
The MWU has a performance contract with the 
MWE, outlining its obligations and service targets 
and granting “a concession with sufficient 
autonomy to manage the operations of the public 
utility in a rigorous and commercially enterprising 
and profitable manner whilst balancing its 
autonomy with the agreed mandate and 
framework of accountability”.8 

8  MWU Performance Contract, 2019-2022.

The MWU is led by an Umbrella Manager 
accountable to a Board of Directors, which 
consists of an equal number of MWE appointees 
and water users. The Umbrella Manager is 
supported by a Senior Management Team (SMT) 
in the MWU Secretariat in Kyenjojo. An 
accountant, senior technical officer and senior 
commercial officer lead the finance, technical/
operational and commercial divisions within the 
Secretariat. 

Image: MWU signage.  Credit: Stephen Mwesigwa

Water supply systems in small-towns Uganda: 
key figures

As of June 2021, there are 1,085 piped water supply and 
sanitation systems in small towns and rural growth centres in 
Uganda.

Almost 500 systems have been legally handed over (‘gazetted’) 
to six Umbrella Authorities, nearly 300 systems are in the 
process of being taken over, and another 300 or so are being 
technically supported by the Umbrellas. 

Source: MWE (2021). 



11

WSUP  Water & Sanitation for the Urban Poor

Almost all the systems gazetted to the MWU in 
2017 were in various states of dysfunction, 
including inadequate supply, poor water quality 
and intermittent and inconsistent hours of supply. 
In 2018, only a year after becoming a water and 
sanitation utility, the MWU was given more 
systems to manage: as of April 2022, it is 
responsible for 62 systems across 16 districts9, 
serving 350,000 people through just under 
15,000 active connections. The water supply 
systems range in size, type and number of 
customers, from Bigando’s 20 public standpipes 
to 1,000+ connections in Bundibugyo. These 
systems cover a variety of water production 
arrangements, from gravity supply from springs 
and streams to water pumped from wellfields. 

In 2020, the MWE reported that only 41 of the 
MWU-managed systems were “effectively 
managed” and one quarter of all systems were 
non-functional.10 In addition, the MWU’s rate of 
non-revenue water (30.4%) was higher than the 
national average. 

This reflects the legacy of the previously 
management model which provided few 
incentives for maintenance or system 
enhancement11 before the MWU took over; 
nonetheless, the MWU is now responsible for 
bringing those systems up to standard and taking 
on new systems when legally directed to do so.

The MWU aims to extend its services to 76% of 
the population living in its service areas by 2025, 
with a particular focus on the poorest and most 
vulnerable residents. For this to happen, not only 
must the existing water supply networks be 
repaired and extended, but proper oversight and 
management of these systems must be 
guaranteed for decades to come. 

9  Kyenjojo, Kagadi, Hoima, Kikuube, Kabarole, Bunyangabu, Kakumiro, Bundibugyo, Kamwenge, Mubende, Kassanda, Kibaale, 
Kyegegwa, Ntoroko, Kasese and Kitagwenda.
10  MWE (2020) Water and Environment Sector Performance Report.
11  Huston A, Gaskin S, Moriarty P and Watsisi M (2021) ‘More sustainable systems through consolidation? The changing landscape of 
rural drinking water service delivery in Uganda’. Water Alternatives 14:1.
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Figure 3: Umbrella Authorities’ operational regions

MWU key figures, 2020-2021

Pipeline network and metering:
 – Total length of piped network (as of 2017): 1,200km
 – Total length of piped network added (2017-2021): 945km

Water supply:
 – Total monthly water produced and billed: 76,023m3

 – Water supply at full capacity: 26 days per month
 – Water supply per day: 18 hours
 – Non-Revenue Water: 30.4%

Source: MWE (2021)
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The MWU manages small-town systems of 
different sizes, employing diverse technologies, 
and serving varying customer profiles in an 
operationally and financially efficient way. With 
funding from the Conrad N. Hilton Foundation, 
WSUP Advisory has been providing technical 
support to the MWU to do this since 2018. This 
‘support programme’ is overseen by a steering 
committee bringing together the MWU, the MWE 
and WSUP Advisory, and its implementation is 
being led by a core team in the MWU’s 
Secretariat, supported by WSUP Advisory.

The overarching goal of this programme is to help 
the MWU to become a ‘performing utility’ that can 
provide safe, sustainable water services for all its 
customers. 

A performing utility:
 – Is able to recover its operating and 

maintenance costs. 
 – Operates with some autonomy.
 – Is oriented towards customers and equity.
 – Uses its resources and efficiently runs its 

operations through standardised processes. 
 – Can plan for the future development of the 

business.
 – Has a motivated and committed workforce.

The start of the support programme coincided 
with the MWU’s change of mandate: the Umbrella 
Manager remembers the organisation being truly 
at “Ground Zero”, but its staff were motivated to 
take on initiatives that could help meet their new 
responsibilities. The strategy for the support 
programme has been for each business 
improvement initiative to be developed with and 
led by MWU staff. Within a busy operating 
environment, especially in the early days of the 
programme, support activities should contribute 
directly to operational priorities. This creates 
scope later on for more strategic development 
activities such as governance improvements, 
strategic planning, talent management etc.

From the outset, it was clear that the MWU would 
need to operate to some extent as a ‘virtual’ 
utility; keeping its overhead costs to a minimum 
while operating remote systems that generate 
limited revenues. Decentralised, lean operational 
teams must therefore use efficient, standardised 
processes to deal with each small town system’s 
specific issues without excessive reliance on the 
Secretariat. Equally, to achieve efficiencies of 
scale, certain functions must be provided by the 
Secretariat, like branding and marketing, financial 
management, operational reporting, procurement 
and central stores, advanced water quality 
testing, engineering planning and design. This 
decentralised approach was driven forward by 
the core programme management team using 
the ‘Area Performance Management Framework’, 
explained in more detail in Section 2.3.

In addition to creating a lean, decentralised 
structure, the support programme enables and 
facilitates organisational change by engaging, 
motivating and helping to improve the working 
practices of staff at all levels of the MWU.

2. The MWU support programme 

Image: Staff inspect original water intake structure, Bundibugyo. Credit: Bridget Teirney
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Since 2018, the MWU has:
 – Changed its governance structure and 

trained the Board of Directors in their roles 
and responsibilities.

 – Agreed a ‘Customer Charter’ that clearly 
establishes the commitments made by the 
MWU and customers.

 – Implemented a new water supply system 
management structure that groups systems 
into ‘Areas’, each under a single manager.

 – Identified three ‘model’ Areas, where grant 
funding generates learning, develops 
standard operating procedures and catalyses 
much-needed additional revenue for the 
MWU.

 – Improved strategic and business planning, 
finance and accounting, engineering and 
operational management.

 – Invested in training and development of staff 
at all levels.

 – Initiated new policies and procedures for 
taking over systems, billing and collection, 
human resources, and customer satisfaction.

 – Invested in water quality improvements at the 
Area-level by constructing treatment plants, 
procuring equipment for testing water and 
hiring technicians to monitor water quality.

2.2 A new structure for managing 
water supply systems

As of April 2022, the MWU directly manages  
62 water supply systems across 16 districts of 
Uganda’s Mid-Western region. Of those 62 
systems: 
 – 58 systems have been gazetted to and are 

managed by MWU. Of these, five are 
currently managed by private operators 
under pre-existing contracts.

 – Four systems are managed by MWU but 
have not been legally taken over.

Figure 4: MWU schemes, grouped into Areas

Area Grouping
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An additional 12 systems have been legally 
gazetted for MWU to manage and are in the 
process of being taken over.

When the MWU became a utility in 2017, every 
system in the region had its own manager. 
Operating costs, including salaries, were 
substantial and outstripped revenue. This model 
did not deliver consistent, safe water or 
functioning networks, due to a lack of readily 
available materials for systemm maintenance, 
inexperienced micro-scale private operators and 
inconsistent contractual oversight.

To improve management and operational 
effectiveness, the MWU grouped systems 
together on a geographical basis. Since 2018, 
the 62 water supply systems have been grouped 
into 15 operational units or ‘Areas’, with between 
two and nine systems per Area (Figure 4). 

Through a competitive selection process, the 
MWU identified individuals with the managerial 
and commercial skills to oversee systems and 
who were familiar with the Areas for which they 
would be responsible. Each Area Manager now 
oversees a group of systems, creating economies 
of scale.

To aid the MWU Secretariat’s coordination and 
management, the Areas are further grouped 
together in three clusters of five; Secretariat staff 
provides technical support and backstopping to 
each cluster and is the first point of contact for 
the Area managers within that cluster (Figure 5).

The new management model has contributed to several positive 
outcomes for the MWU to date, as detailed below.

 – Faster decision-making that is responsive to customers by 
delegating authority to Areas.

 – Professionalisation of management and its customisation to 
contextual need.

 – Reduction of overhead costs so that all Areas now generate 
positive gross margins (i.e. revenue minus direct operating 
costs).

 – Improved operational knowledge, oversight and 
decision-making.

 – Decentralised and more regular water quality testing and 
management.

The clear benefits demonstrated by the new Area/Cluster 
management model has convinced the MWE to replicate the 
model in the other five regional Umbrellas.

Figure 5: MWU system management structure, 2018-
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2.3 The Area Performance 
Management Framework

For the MWU to become a performing utility, the 
support programme recognises that its staff must 
manage and operate it as a business, not just a 
water service provider. The Area Performance 
Management Framework (APMF) energises the 
utility’s staff and helps management to 
institutionalise a professional approach. Under 
the APMF, Areas are strategic business units of 
the MWU: a well-performing Area positively 
contributes to the long-term viability of the MWU. 

The APMF’s objectives are:
 – To introduce performance improvement 

measures designed to achieve the 
Umbrella’s goals and objectives, with Areas 
as building blocks. 

 – To establish short-term programmes 
addressing the most pressing needs and 
generating quick wins.

 – To introduce commercial principles and 
business planning to Area management; to 
guide internal communication; to establish an 
accountability framework with targets and 
measurement; to affirm roles and 
responsibilities and apply incentives that 
drive performance.

The APMF is being applied throughout the 
Mid-West, but three ‘Model’ Areas identified by 
Secretariat are taking the lead. These Model 
Areas – Kassanda, Kibaale and Bundibugyo – 
receive additional resources and attention under 
the support programme to demonstrate good 
operational and management practice for the 
benefit of all MWU Areas. These Model Areas 
generate additional revenue through new 
connections, helping MWU generate surplus 
income to be reinvested elsewhere. These Model 
Areas were also able to demonstrate quick wins 
at the start of the programme, building 
understanding and motivation amongst staff that 
the new Area management structure and the 
APMF can generate rapid, positive results.

The APMF is operated through successive 
cycles, each based on SMART (Specific, 
Measurable, Achievable, Realistic, Time-bound) 
targets, with each cycle focusing on a specific 
element of the MWU’s overarching strategy. The 
first two cycles of the APMF (‘Financial Recovery 
Programme (FRP) I and II’) focused on improving 
revenue, which was much-needed if the MWU 
and the Areas were to successfully reform. The 
APMF moved on to a new programme of work, 
the ‘Umbrella for the Customer (UFC)’, in July 
2020, focusing on improving customer 
experience and centralising customers in 
operations and planning. UFC I was completed in 
financial year June 2021, and UFC II will end in 
June 2022.

Area Performance Management Framework, Growing impact

Area Performance Contract
2022– onwards

• Shift from Business Plans to
contracts between Areas &
Secretariat, with obligations on
both sides

• Move from short-term wins to
annual performance
management

Financial Recovery
Programme I & II
2019–2020
• Aim to achieve break
 even

Umbrella For Customer I & II
2020–2022

– Transitioned Areas from
financial recovery to profit and
cover operating costs, with a 
focus on customer centricity

Figure 6: Phases of the APMF
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body text start and opening image For each cycle of the APMF, the Umbrella’s 
strategic direction is set by the Umbrella Manager 
and Key Performance Indicators are agreed 
between the Umbrella Manager and each Area 
Manager. For example, the FRP I and II cycles 
prioritised connections, revenue and network 
expansion. With each successive round of the 
APMF, senior leadership understand more about 
Umbrella operations and can set their own 
targets. Progress against these targets is 
reviewed quarterly, using audited data from each 
Area. Progress reviews motivate those that may 
be struggling, and are used as learning 
opportunities by Area Managers and Secretariat 
staff. 

A ‘reward and penalty’ mechanism is an integral 
part of the APMF. APMF targets outline 1) 
minimum performance standards, 2) target 
performance standards and 3) stretch 
performance standards. Minimum performance 
standards align with recent performance, target 
performance standards push for optimal 
operations, and stretch performance standards 
are ambitious but achievable if the utility 
becomes more efficient. 

Financial incentives for Areas and the Secretariat 
are calculated using agreed mechanisms, and 
are awarded if 80% of the target performance 
standards are achieved. If stretch performance 
standards are achieved, the financial rewards 
increase accordingly. Penalties are ‘banked’ and 
applied to future incentive payments, but do not 
affect the basic compensation of employees. 

The APMF establishes non-financial incentives 
and penalties. Areas and their Managers are 
reviewed by the MWU Secretariat each year, with 
high achievers and improvements in specific 
areas recognised and rewarded. Importantly, the 
MWU rewards performance and penalises 
underperformance at each APMF cycle in a 
timely manner, thereby maintaining staff 
commitment and morale. This is a key lesson: 
many utility performance improvement 
programmes fail because managers do not 
implement incentives, undermining the credibility 
of the programme and negatively affecting 
morale and motivation.

Image: Water treatment site. Credit: Bridget Teirney
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3.1 Enhancing financial 
performance: FRPs I and II

The Umbrella Authorities’ expanded mandates 
have had financial ramifications, such as the 
substantial ‘start-up’ costs needed to pivot to 
direct service provision. Umbrellas needed to 
start recruiting and training staff, paying for the 
power and chemicals needed for water 
production and treatment, among a host of other 
costs.

Umbrellas can apply for MWE support, 
particularly for infrequent but crucial activities 
such as improving water production and storage 
capacities or constructing water treatment plants. 
The MWE provides free issue pipes and meters, 
the equivalent of nearly half the cost of a new 
connection. The MWU needs to recover the 
remaining costs of new connections from 
customers and fund system O&M. However, the 
Umbrellas’ performance contracts require them 
to extend services to low-income residents 
through public standpipes, which charge a lower 
tariff set by the MWE.

At the outset, both revenue (billed income) and 
collection (cash receipts) were well below 
operating costs. Given this pressing issue, MWU 
management chose to use the APMF to improve 
their billing and collection and increase 
connections. The first APMF cycle (FRP I) 
focused on short-term financial needs: paying 
staff and power bills and ensuring that services 
were delivered as promised and on time. 
Revenue and collection targets were set for each 
Area. The aim was to achieve break-even and 
eventually generate enough gross margin at Area 
level to cover the cost of that Area’s management 
and the MWU Secretariat. 

A particularly crucial component of FRPs I and II 
was to improve the utilisation of the Umbrella’s 
computerised billing and collection system, 
‘Pegasus’. This system had been rolled-out 
across all Umbrellas by the MWE in 2017, but 
was not well used. Improving its utilisation by the 
MWU meant that – for the first time – financial 
information for all Areas in the Mid-West is 

accessible in real time. Monthly billing and 
revenue collection figures are published for all 
Area Managers within days of each month-end, 
so they can track their performance and those of 
other Areas. Most importantly, this promotes a 
collective focus on the MWU’s overall revenue 
and financial performance and landmark months 
– such as the first time in which monthly revenue 
exceeded 200m UGX – and is celebrated by the 
whole Umbrella and is highly motivating for staff. 

Under FRP I and II, the Model Areas (Kassanda, 
Kibaale and Bundibugyo) significantly increased 
revenue from their existing systems by densifying 
connections within their existing network and 
using their existing water resources more 
efficiently. 

3.2 Reinforcing customer-centricity: 
Umbrella for the Customer

“The customer is the centre – they are the 
reason for everything.”
Julius Byamugisha, Mid-Western Umbrella 
Manager

Having established a stronger financial footing, 
Areas are improving customer satisfaction 
through the APMF’s ‘Umbrella for the Customer’ 
focus. The ‘UFC’ aims to deliver the MWU’s 
Customer Charter, approved by the Board of 
Directors in 2019.

The Customer Charter is an agreement between 
the MWU and its customers, establishing the 
services that the utility will provide for customers 

3. Achieving improved access to 
safe water in small towns

Outcomes of FRP I and II:
 – Cost recovery, 2019/2020: 110% (up from 87% in 

2018/2019)*
 – Average monthly billing, 2018: UGX 100 million
 – Average monthly billing, 2020: UGX 189 million
 – Average monthly billing, 2021: UGX 217 million
 – Projected break-even point (OPEX): 162m UGX per month
 – Highest monthly revenue billed: 256m UGX, March 2022.

* Source: Umbrella management records
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New title line

body text start and opening image – producing affordable water of a high quality, 
rapidly responding to customer complaints, 
installing household water meters within two 
weeks of an application, establishing easy 
payment processes including cashless payment, 
and ensuring that bills and services are 
affordable and equitable – while also stating the 
obligations of customers, such as feedback on 
services, prompt payment and reporting any 
leaks or problems with infrastructure to a toll-free 
phone number. 

UFC I (July 2020 to June 2021) started the 
transition of the Areas from financial recovery  
to customer-centricity. Its three priority areas 
were to:

1. Grow revenue - take over gazetted towns; 
improve debt management; promote cashless 
payment; implement the Customer Charter; 
install public standpipes; introduce a customer 
relationship system; improve business processes.
2. Promote financial sustainability - develop a 
financial management system; optimise energy 
use and balance tariffs; improve and optimise the 
billing system; introduce on-spot billing.
3. Improve operational management - meter 
all existing connections; undertake scheme 
improvements to enhance hydraulic integrity of 
pipelines; replace non-functional meters; improve 
water quality; implement a NRW management 
program in Model Areas; extend mains; install 
new connections.

UFC I maintained the previous FRP programmes’ 
focus on financial and operational improvement, 
while introducing activities to improve the 
relationship between the utility and its customers: 
for instance, the successful takeover of schemes 
require considerable community and customer 
engagement, as does the introduction of 
cashless payment; debt recovery involves 
negotiations with customers; and public 
standpipes are the Government of Uganda’s 
primary ‘pro-poor’ strategy for water supply. 

UFC II builds on the progress from UFC I while 
increasing emphasis on customer satisfaction 

and the Umbrella’s brand. The UFC II 
development process started with the department 
heads within the Secretariat, who provided 
knowledge about Area activities and potential 
sources of financing for the Umbrella. MWU staff 
recognised that they had to meet their objectives 
regarding liquidity and business growth, but had 
to do so alongside improving customer service. 
UFC II therefore focuses on customer сare and 
сommunication, revenue improvement, financial 
sustainability and operations management.

3.3 The next phase of the APMF 

The implementation of the APMF has highlighted 
some major issues to be resolved. This includes 
improving monitoring and evaluation, only 
achievable through allocating dedicated 
resources. Progress has been achieved in 
improving and optimising operational 
performance based on existing assets and 
systems through the APMF. It is now becoming 
evident that the Secretariat needs to develop 
capital investment plans, strategic plans and 
business plans, and be in a position to implement 
these investments in infrastructure and systems 
with either internal or external funding if Areas 
are to continue to improve their performance.  
The Secretariat will manage the APMF process 
after WSUP Advisory’s support ends in 
November 2022.
 
The MWU is planning the next phase of the 
APMF (2022-2023). The objective is to establish 
a standardised process for annual performance 
management using new Area Performance 
Contracts. Unlike the existing MoUs between the 
Secretariat and the Areas, which focus on 
short-term wins by Area teams, these contracts 
will outline Secretariat obligations as well as new 
targets for each Area. These Area Performance 
Contracts will be effective from July 2022. 

Outcomes of UFC I (2020-2021):
 – 9 systems taken over by MWU
 – 55 public standpipes added to MWU systems
 – 1% increase in number of active connections
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Starting in 2022, the World Bank  
will be providing funding for all six 
Umbrella Authorities to undertake a 
professionalisation programme. 

The following are recommendations for the 
Eastern, Central, South Western, Northern and 
Karamoja Umbrella Authorities, based on the 
experience of the MWU’s 2018-2022 support 
programme. These reflections may also benefit 
utilities or other water service providers working 
in small towns elsewhere:

1. Adopt a decentralised management 
structure to remain lean, cost-effective 
and responsive
A utility with a decentralised managed structure 
can:
 – Appoint appropriately skilled middle-level 

managers who can oversee multiple systems 
and a larger customer and revenue base.

 – Bring management closer to customers and 
the operating context of dispersed schemes, 
ensuring that decision-making is responsive 
and contextual.

 – Devolve management but maintain good 
governance through a clear decision-making 
framework and objectives that align with the 
utility’s strategic direction and priorities.

 – Keep a lean central team to provide 
necessary technical and administrative 
functions and overall strategic leadership.

 – Achieve a realistic and effective span of 
control for senior managers and leaders, for 
example by further aggregating Areas into 
Clusters.

2. Develop talent and empower middle 
management
The MWU’s competitive recruitment process for 
Area Manager roles included reassigning 
talented staff from one Area to another. This 
open recruitment process meant that they were 
able to select high-potential individuals. Working 
within the APMF, these individuals have 
demonstrated their leadership skills, developed 
their commercial acumen and engaged with their 

communities and customers. It empowers Area 
Managers to focus their efforts on key business 
drivers. The APMF requires them to prepare and 
implement business plans, to negotiate targets, 
to monitor and report progress, and to participate 
in evaluation activities where they receive 
feedback and discuss managerial and technical 
challenges. 

3. Start with short-term performance 
improvements and track simple metrics
Early in the support programme, the Umbrella 
Manager recognised that inadequate revenue for 
O&M was the key constraint to the business. This 
narrowed the focus of the first two rounds of the 
APMF to a set of simple priorities: billing, 
collection and connections. There were some 
initial concerns that prioritising revenue 
generation would mean the neglect of other 
areas of the utility. 

However, this focus emphasized the 
interconnectedness of all aspects of utility 
operations and management. For example, the 
need to increase billing and improve collection 
highlighted that the MWU needed to improve the 
reliability and quality of water supplied to its 
customers to increase their willingness to pay; 
high arrears and late payments indicated a need 
for a better billing and debt collection strategy, 

4. Recommendations for 
utilities serving small towns 

Image: Newly constructed water pumping station. Credit: Stephen Mwesigwa
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body text start and opening image including the promotion of convenient options for 
payments like mobile money.

This prioritisation did not overwhelm staff, 
avoided over-commitment in the early stages of 
the utility’s development when the MWU’s 
capacity and resources were insufficient and 
promoted a better understanding of the utility’s 
operational building blocks, highlighting the 
interconnections between all aspects of service 
delivery.

4. Meet operational costs to create 
breathing room
Improving revenue collection and cost recovery 
creates space for management to address more 
systemic issues like planning for future 
maintenance and repairs and investing in 
systems and processes. At the time of writing, 
around half of the MWU’s income from tariffs is 
spent on staffing and power costs, with the rest 
spent on repairs, particularly for pumping 
stations. Inadequate expenditure on repairs and 
maintenance was one of the greatest 
weaknesses of the previous management model 
– addressing it leads to higher system reliability, 
improved water supply and the ability to add 
more customers and sell more water. 

5. Align support programmes to 
operational priorities 
Addressing too many improvements at the same 
time or aiming for wholescale change in too short 
a time should be avoided. Careful consideration 
of the organisation’s ability to absorb support and 
undertake profound changes must be taken in 
the context of day-to-day operational demands 
and challenges. Early implementation of the 
APMF paved the way for a broader range of 
changes and business improvements, as it 
generated the business case for a whole range of 
activities and created demand for change among 
the senior and middle management. 

Image: Construction of water quality filters at Bundibugiyo. Credit: Stephen Mwesigwa

Image: Area Managers development training. Credit: Stephen Mwesigwa



21

WSUP  Water & Sanitation for the Urban Poor

5.1 Support programme:  
Outcomes and effectiveness

At the time of this publication, the APMF has 
contributed to the performance of the MWU 
largely through FRPs I and II and UFC I (see 
Figure 7):
 – Billing and collection rates steadily increased 

from July 2019 to June 2021.
 – The Umbrella is regularly recovering its 

operational and maintenance costs.
 – Water quality tests are performed more 

regularly, increasing from an average of 122 
tests per quarter in 2017/18 to an average of 
522 per quarter (already) in 2021/2022.

 – Incentivised Area Teams have the 
confidence to set and meet increasingly  
challenging performance expectations. 

Allowing for occasional operational interruptions 
(including during the national lockdown in 
February-March 2020 in response to the 
Covid-19 outbreak) and reductions in water sales 
during rainy seasons when harvested rainwater is 
used by customers, there has been a consistent 
level of sustained financial improvement since 
2018. 

Most importantly, the Umbrella is now 
consistently recovering its operating costs, 
generating a surplus of 200m UGX (the rough 
equivalent of more than one month’s revenue) in 
2020/2021. In the current financial year 
(2021/2022), its monthly revenue collections have 
increased again, achieving a record of 256m 
UGX in March 2022.

5. Conclusion and next steps

Image: Non-Revenue Water training. Credit: Stephen Mwesigwa.

Figure 7: MWU costs and billing/collection rates, July 2019-June 2021
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body text start and opening image Other important, but less easily quantifiable, 
improvements include the development of people 
through the various cycles of the APMF, notably 
the Area Managers and the heads of the finance, 
commercial and technical divisions in the 
Secretariat. According to stakeholders 
interviewed for this report, target setting has 
improved, negotiations have become more 
balanced, managers have developed a more 
commercial mindset and have a more nuanced 
understanding of the key drivers of their business 
such as customer behaviour, commercial or 
technical operations, or water quality and 
continuity of supply.

The early adoption of the APMF meant that by 
only the second year of the programme, staff 
were improving:
 – Corporate governance and board 

development.
 – Accounting and financial management, 

including a new computerised accounting 
system.

 – Strategy and business planning.
 – Human Resources and training.
 – Technical operations, including scheme 

design, NRW management, stores and 
inventory management.

 – Commercial operations, including improving 
the use of its billing system.

 – Investment in water supply systems.

The MWU’s main focus over the remainder of 
2022 is to realise the full potential of its billing 
system and its management of NRW. These will 
impact all MWU Secretariat divisions and Areas, 
and the APMF will be used to guide and drive 
these efforts. The APMF is now an established 
management tool for the MWU, and it will 
hopefully continue to contribute to organisational 
improvement and staff development beyond 
2022.

5.2 APMF driving wider 
organisational change

The APMF is not an end in itself. The energy, 
motivation, confidence and financial results it has 
created has led to demand from the MWU for 
additional business improvement initiatives, 
including:

1. NRW programme. 
Area managers are keen to meet NRW targets 
and maximise sales, and are implementing NRW 
programmes in the Model Areas and creating 
NRW Standard Operating Procedures for all 
Areas.

2. Billing system re-implementation. 
The billing system covers the entire customer 
lifecycle, from taking over new schemes to 
customer setup, meter reading, meter 
management, assigning tariffs, billing, collection, 
recovery of arrears, disconnection and reporting. 
More connections and the need for accurate 
customer information and revenue management 
means that this project is critical for the MWU.

3. Financial management system. 
Secretariat and Area teams need complete and 
reliable management accounts to measure the 
financial performance of the business and to 
identify and plan for improvements and growth. 
Following two years of capacity building for the 
Secretariat’s finance team, a new computerised 
accounting system will deliver this vital 
management information and enable monthly 
performance monitoring.
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5.3 One tree, many branches

As explained by an MWE official, the Umbrella 
Authorities are “branches of one tree, we want to 
make them all strong.” The experience of the 
MWU over the past four years will be replicated 
by the other Umbrellas through a 
professionalisation programme starting in 2022. 
Advancements in other Umbrellas are being 
utilised in the Mid-West as well; for example, 
building on work on equitable pricing at public 
standpipes by Central, Eastern and Northern 
Umbrellas. Similarly, work by the Northern 
Umbrella, the MWE and GIZ to strengthen 
institutions to supply long-term water and 
sanitation services to refugee populations could 
be applied by the MWU. 

The MWE is undertaking several construction 
projects in the Mid-Western region, funded by 
international donors including the African 
Development Bank and the World Bank. Many of 
these systems, once completed, are earmarked 
for management by the MWU. Beyond these 
investments, the Government of Uganda’s push 
to expand piped water supply to all urban areas 
and 85% of rural areas means that the MWE will 
continue to transfer around 20 new systems for 
Umbrellas to manage each year, some of which 
will be in the MWU region. Within the next couple 
of years, it is expected that the MWU could be 
handling over 100 systems in towns and rural 
growth centres with a combined population of 
over 800,000 people (up from 315,000 people 
today). 

Although government budgets and household 
incomes remain at risk from the ongoing effects 
of the Covid-19 pandemic and global inflation, the 
MWU has shown resilience through these shocks 
by achieving operating surpluses (after 
government transfers) in the last two years. To 
date, the MWU has been able to access 
materials and equipment for system expansion 
under the ‘100% Service Coverage Acceleration 
Project’ (SCAP 100), co-funded by the GoU and 
NWSC. 

However, the MWU and the other Umbrella 
Authorities must be able to sustainably manage 
their systems and adapt them to changing 
demographics and changes in climate. While the 
MWU has achieved a great deal since 2018, it will 
still require continued financial or in-kind support 
from the Ministry if it is to meet its ambition of 
extending access to piped water by continuing to 
improve its performance.

Image: Installing new water pipeline. Credit: Stephen Mwesigwa
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