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                        Foreword  

It is my pleasure to present to you this report on the Mapping of Water 

Tariff Issues in Kampala from the Good Governance and Research 

department under the project: Kampala Advocacy Project for Improved 

Water, Sanitation and Hygiene [WASH] Resource Allocation and 

Reduced Water Tariffs. 

Community Integrated Development Initiatives (CIDI) in partnership with 

Democratic Governance Facility (DGF), believe that citizens have a right 

to participate in governance issues especially service delivery planning and 

implementation.  

This study provides insights about water tariff issues in Kampala City as regulated by Ministry Water 

and Environment, National Water and Sewage Cooperation(NWSC), Parliament of Uganda to 

mention but a few. The study has defined Water Tariffs by NWSC, why they are charged, the 

process of setting water tariffs, implication of set water tariffs to citizens and recommendations for 

improving affordability of water services and citizen participation in water tariff issues. This study will 

provide an indepth understanding of water tariff issues in Kampala and Uganda atlarge. The study will 

also be utilised as evidence to advocate for reduced water tariffs but also help duty bearers to 

respond to issues of concern from communities about the set water tariffs and how they affect safe 

water affordability, access and utilization.  

One of the key aspects to note from this intervention is that when citizensõ and duty bearers are 

provided with relevant information about water services and tariff issues, their capacity to engage 

with each other and relevant government entities is enhanced. This will ultimately increase level of 

responsiveness about issues of concern in the WASH sector. As a result, duty bearers are able to 

work more efficiently while referring to; citizen concerns, available policy and legal frameworks to 

improve the wellbeing of the citizens through the WASH service sector. The recommendations 

made in this study report can be leveraged for project scale up and extension given the fact that 

water tariff issues and water issues are still a major concern in informal settlements of Kampala City. 

This publication will give you a better understanding about water tariff setting, tariff setting 

processes, roles of different stakeholders, water sector and tariff regulation  and how the study 
results affect WASH service delivery in addressing issues of accessibility, availability and affordability 

of WASH services in Nakawa, Lubaga,  Kawempe divisions and Kampala District at large. 

 

Dr. Jjuuko Fulgensio 

 

Executive Director CIDI  
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Executive Summary 
 
This study was commissioned by Community Integrated Development Initiatives (CIDI) and undertaken 
mainly at national and community levels, particularly in the 3 Divisions of Kawempe, Nakawa, and Lubaga in 
Kampala City. This was after CIDI secured funding from Democratic Governance Facility-DGF for an 18 
ÍÏÎÔÈ ÐÒÏÊÅÃÔ ÎÁÍÅÄȠ Ȱ+ÁÍÐÁÌÁ !ÄÖÏÃÁÃÙ 0ÒÏÊÅÃt for Improved WASH Resource Allocation and Reduced 
7ÁÔÅÒ 4ÁÒÉÆÆÓȱȢ 4ÈÉÓ ÓÔÕÄÙ ÒÅÐÏÒÔ ÉÓ ÉÎÔÅÎÄÅÄ ÔÏ ÉÍÐÒÏÖÅ ÔÈÅ ÁÄÖÏÃÁÃÙ ÁÎÄ ÅÎÇÁÇÅÍÅÎÔ ÂÅÔ×ÅÅÎ 
Communities, CIDI and other Development agencies with WASH duty bearers such as NWSC, KCCA and 
MWE.  
 
The study was mainly a qualitative study, and used interview and discussion guides as data collection tools to 
generate qualitative data to ensure that multiple perspectives regarding water tariffs in Uganda and 
specifically in Kampala city is gathered. Triangulation of the data was conducted (e.g. through document 
reviews) to provide an additional lens through which key study objectives were achieved.  
 
The study population comprised of a mix of persons at the policy/national (Parliament, Ministry, & NWSC 
level) and community level in the three divisions of Nakawa, Kawempe and Lubaga. Key informants from 
MWE and NWSC were interviewed in order to understand the policies and regulations governing water tariff 
setting; the process MWE and NWSC take to set water tariffs; the stakeholders involved at the different 
levels and their roles; and most importantly if the community has any role to play. A total of 105 respondents 
were planned and interviewed (69 key imformants; and 36 from 3 Focus Group Discussions-FGDs in each fo 
the 3 Divisions).  
 
The Consultant also reviewed sector documents related to water tariff setting in Uganda including policy 
documents (such as The Water Act, Cap 152 (1997); and; the Water and Environment Sector Performance 
Reports (FYs 2015/16, 2016/17, 2017/18, 2018/2019); the tariff review and affordability studies undertaken by 
MWE and/or NWSC; as well as performance contracts between MWE and NWSC.  
 
To help put water tariffs in context, the study endeavours to provide an overview of what water tariff are and 
why they are charged by utilities, and the different types of tariffs. The study established that water tariffs 
are funds paid / contributed by users of water, sanitation and hygiene services for obtaining the service. 
Laws, policies and regulations exist in Uganda to guide water tariff setting, including the Constitution of the 
Republic of Uganda (1995, amended to 2005), and Acts of Parliament (e.g. The NWSC Act, Cap 317 (1995), 
among others. These may need popularising and dissemination to comunities, so they know their rights.   
 
An analysis was conducted of the process of setting tariffs in Uganda, and the critical stakeholders involved 
(e.g. the MWE, the NWSC, and the Parliament of Uganda). An analysis was also conducted of the NWSC 
tariff structure over the last four years (FY 2015/16-FY 2018/19). The study established that NWSC employs a 
uniform tariff structure across all its towns and service areas to ensure equity in pricing, but is differentiated 
by customer groups (Public Stand Posts-PSPs; Domestic; Instituional; etc.). The NWSC tariff structure is 
skewed with the PSP/Public Tap paying less than the domestic and commercial customers. According to 
NWSC, the quest for a review of PSP tariff downwards should be looked at in the wider context of the NWSC 
financial sustainability. Any downward change in the tariff for any consumer category, would need to be 
compensated by either a subsidy from Government or by a rise in the tariff for other consumer categories. 
 
GoU and NWSC have put in place mechanisms to serve the poor with safe water in Kampala city, in line with 
the Pro-Poor Policy (2006). For example, NWSC subsidizes water supply to the standpipes and PPMs. 
However, poor people still pay high prices for water, attributed to water vendors. This calls for renewed 
strategies to regulate water venders by the MWE, and improvements in engagement and communication of 
the final consumer prices of water to households and communities. To ensure this happens, CIDI will need to 
engage more with the Water Utility Regulation Department (WURD) of the MWE that is mandated to 
regulate the water and sanitation sector in Uganda. 
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1 Introduction and Background to the Study   
 
1.1 About Community Integrated Development Initiatives (CIDI)   
 
CIDI is a not-for-profit organization founded in 1996 and registered with the Non-Governmental 
Organisation (NGO) Board under the Ministry of Internal Affairs of Uganda in 1999. CIDI operates under 
registration certificate No. 2715 and Reference No. S-5914/2868. CIDI currently implements programmes 
that cover 25 districts in Uganda. The head office is located in Muyenga, +ÁÍÐÁÌÁȢ #)$)ȭÓ Vision is to have 
Ȱ#ÏÍÍÕÎÉÔÉÅÓ ÅÎÊÏÙÉÎÇ Á ÄÅÃÅÎÔ ÌÉÆÅ ÆÒÅÅ ÏÆ ÈÕÎÇÅÒȟ ÐÏÖÅÒÔÙ ÁÎÄ ÄÉÓÅÁÓÅȱȢ The Mission is ȰÐÒÏÍÏÔÉÏÎ ÏÆ 
sustainable community livelihoods through; Water and Environmental sanitation, Income and Food security, 
Good health and promotion of Good GovernanceȱȢ #)$)ȭÓ ÈÁÓ Á ÓÔÒÁÔÅÇÉÃ ÇÏÁÌ ÔÏ ÃÏÎÔÒÉÂÕÔe ÔÏ ȰÉÍÐÒÏÖÅÄ 
access to clean and safe water, hygiene and sanitation services for poor cÏÍÍÕÎÉÔÉÅÓ ÉÎ 5ÇÁÎÄÁȱ ÁÓ ×ÅÌÌ ÁÓ ÔÏ 
ÈÁÖÅ ȰÉÎÃÒÅÁÓÅÄ ÃÁÐÁÃÉÔÙ ÏÆ ÔÈÅ ÄÉÓÅÍÐÏ×ÅÒÅÄ ÌÏÃÁÌ ÃÏÍÍÕÎÉÔÉÅÓ ÔÏ ÂÅ ÔÈÅÉÒ Ï×Î ÁÄÖÏÃÁÔÅÓ ÉÎ ÂÒÉÎÇÉÎÇ 
ÁÂÏÕÔ ÐÏÓÉÔÉÖÅ ÃÈÁÎÇÅ ÉÎ ÔÈÅÉÒ ÌÉÖÅÓȱȢ  
 

1.2 About the project 
 
In February 2019, CIDI secured funding from DGF for an Χή ÍÏÎÔÈ ÐÒÏÊÅÃÔ ÎÁÍÅÄȠ Ȱ+ÁÍÐÁÌÁ !ÄÖÏÃÁÃÙ 
Project for Improved WASH 2ÅÓÏÕÒÃÅ !ÌÌÏÃÁÔÉÏÎ ÁÎÄ 2ÅÄÕÃÅÄ 7ÁÔÅÒ 4ÁÒÉÆÆÓȱȢ 4ÈÅ ÐÒÏÊÅÃÔ ÉÓ ÂÅÉÎÇ 
implemented in the three Kampala Urban Divisions of Kawempe, Nakawa and Lubaga in Kampala. Through 
this project, CIDI plans to improve participatory decision-making in planning, budgeting, monitoring and 
evaluation processes, particularly those relating to water tariffs setting and water and sanitation resource 
allocation in the Kampala Capital City Authority (KCCA) and national budgets (please see Annex 1: Terms of 
Reference-ToR)   
 

1.3 Expected Impact of the Project  
 
Improved access to quality and affordable water, sanitation and health (WASH) services for the poor and  
marginalized communities living in informal settlements of Kawempe, Lubaga and Nakawa City Divisions of 
Kampala. 
 

1.4 Expected Outcome of the Project 
 
Improved responsiveness by the WASH duty bearers particularly NWSC to the advocacy  for reduced water 
tariffs, quality and affordable WASH services in selected divisions in Kampala hence this mapping exercise. 
This mapping report will be instrumental in development of issue papers, guide in project implementation 
and focusing of advocacy initiatives under the project. It will also guide dialogue engagement with various 
stakeholders such as NWSC and MWE, as well as guide radio discussions and development of Information, 
Education, Communication (IEC) materials.   
 

1.5 Goal and objectives of the study  
 

1.5.1 Aim of the study  

 
To carry out a mapping exercise on water tariff issues in Kampala so as to develop an issue paper and to 
guide the CIDI project advocacy initiatives. 
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1.5.2 Specific objectives  

 
1. To examine the water tariff  setting systems,  processes and policies so as to understand key water tariff issues 

and suggest/ present possible actions to inform project activities. 
2. To examine the implications of water tariffs on the WASH services so as to understand the real issues affecting 

the communities so to guide the CIDI evidence-based advocacy. 
3. To map out the key players in the water tariff  setting systems,  processes and policy setting so as to work with 

them and advocate for the reduction in the water tariff. 
 

1.6 Study approach and methodology  
  

This sub-section provides a summary of the four-staged approach and the methodology used to conduct the 
study. The study was largely qualitative in nature, with a consultative approach used as much as possible to 
ensure that stakeholders provide essential inputs to inform future engagements and uptake of the outputs 
by CIDI and the duty bearers such as NWSC & MWE.     
 
The first stage was the inception phase and basically involved planning and consultation with CIDI; 
development and approval of the study; study work plan and methodology and tools. The second step 
involved gathering of documents (hardcopies/soft-copies and online resources) for secondary data and was 
able to access various legal instruments such as the Water Act, Cap 152 (1997), and the NWSC Act, Cap 317 
(1995). A detailed review of literature was conducted of the relevant documents shared by NWSC and MWE 
that guide the setting of water tariffs including Papers written and Studies conducted by the MWE and 
NWSC on water tariffs.  
 
The third stage was collection of primary data through conducting of Key Informant Interviews (KIIs) with 
national-level stakeholders such as Senior Staffs of NWSC (Department of Corporate Affairs) and MWE, 
particularly from the WURD, to understand and triangulate information. Focus Group Discussions (FDGs) 
were conducted at community level basically to understand the key issues on water tariffs at community 
level and how communities are affected by high water tariffs. Interview and discussion guides were used as 
primary data collection tools for both KIIs & FGDs to ensure that multiple perspectives regarding tariffs in 
Uganda and specifically in Kampala city is gathered (please see Annex 2: Data Collection Tools). The fourth 
and final stage basically involved data analysis and reporting. 
 

1.7 Study Area and Study Population  
 
1.7.1 Study Area 

 
The study focused on the 3 Divisions of Kawempe, Rubaga and Nakawa in Kampala city out of a total of 5 
$ÉÖÉÓÉÏÎÓȟ ÐÕÒÐÏÓÅÌÙ ÓÅÌÅÃÔÅÄ ÂÅÃÁÕÓÅ ÔÈÅÓÅ Ω ÁÒÅ ÔÈÅ $ÉÖÉÓÉÏÎÓ ×ÈÅÒÅ ÔÈÅ ÐÒÏÊÅÃÔ ÎÁÍÅÄȡ Ȱ+ÁÍÐÁÌÁ 
Advocacy Project for Improved Water, Sanitation and Hygiene [WASH] Resource Allocation and Reduced 
7ÁÔÅÒ 4ÁÒÉÆÆÓȱ ÉÓ ÂÅÉÎÇ ÉÍÐÌÅÍÅÎÔÅÄ ÂÙ #)$)Ȣ 
 
1.7.2 Study Population 

 

The study population comprised of a multi-disciplinary team of participants at the policy/national level 
(Parliament, Ministry, & NWSC) that are responsible for policy formulation, technical support, as well as 
water service provision to communities. These national-level participants included key Government of 
Uganda-GoU staff at the Regulation Department of MWE, Development partner staff from GIZ, key staff 
from NWSC and Parliamentarians e.g. on the Natural Resources Committee; as well as CIDI staff (Field staff 
& Managers). Key informants also included field-level staff of NWSC, particularly from the field offices of 
Kampala Urban Pro-Poor Unit. 
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The community level participants included selected local leaders and KCCA staff. The local leaders included 
Division level councillors, LC Is, Village Health Teams (VHTs), People managing Public Stand Posts (PSPs) 
and Pre-paid Metres (PPMs) as well as water consumers (please see Annex 3: List of People Met). 
  

1.8 Sampling plan for the study 
 

1.8.1 Sampling Frame 

 
The total number of categories of stakeholders interviewed were five:  

Å One category comprised national level respondents that included 3 sub categories as follows: 1) MWE and  
NWSC; 2) Development Partners (e.g. GIZ); and 3) Parliamentarians. 

Å One category comprised of staff at CIDI. 

Å The last category comprised of community level respondents including: Water Users, NWSC Vendors of 
water tokens, Kiosk Attendants, and Attendants of Pre-Paid Meters.   

In qualitative research, 5-8 individuals per subgroup/category has been recommended as a guideline for sample 
size using stratified purposeful sampling (Crabtree & Miller, 1999), to help achieve saturation of themes for the 
domain of interest. Informed by this sampling guide, for the national level, the Consultant conducted a total of 30 
Key Informant Interviews (KIIs), with 6 respondents selected from each of the 5 groups of categorisation above.  

1.8.2 Sampling for FGDs 

 
For FGDs, the Consultant planned to conduct 3 FGDs, one per Division. However, only one group discussion was 
held at Rubaga Division level, with a mix of the categories of respondents identified at the community level 
including select leaders at the village/zone level (e.g. LC Is), Councilors, NWSC staff, Rubaga Division staff, people 
managing Pre-paid meters and PSPs, and water consumers. A total of 10-12 participants were initially considered 
for each of the groups, totaling to a minimum sample size of 36 respondents for the FGDs. Altogether, a total of 
69 people participated in the final FGD.   
 

1.8.3 Analysis of data and reporting  
 
Data analysis was based on three themes aligned to the three main objectives of the study: (i) laws, policies, legal 
framework and regulations goevrning water tariffs; (ii) key stakeholders in the tariff setting processes; and (iii) key 
issues affecting citizens regarding water tariifs. Data was categorized into sub-themes and analysed for meaning 
based on discussions with the different stakeholders. It was then summarised according to the key assessment 
questions into this report. Conclusions and recommendations were drawn for consideration by CIDI.   

 

1.9 Organization of the Report  
 
The report is organised in three parts. The first section of the report captures the background to the assignment, 
the purpose and objectives, the expected impact and outcomes, as well as the methodology and approach used to 
undertake the mapping on water tariffs. Section 2 provides in detail the findings of the study and aligned to the 3 
study objectives:   the first sub-section puts in context water tariffs, explains what they are and why they are 
charged; and the laws, policies, legal framework and regulations governing water tariff setting in Uganda. The 
second sub-section provides an analysis of the water tariff setting process, the key stakeholders involved; while 
third sub-section analyses the mechanisms put in place by Government of Uganda (GoU) and NWSC to provide 
water services to the poor, and the experiences and issues raised at community level regarding prices of water.  
Finally, Section 3 highlights the conclusions and recommendations of the water tariff mapping study to be used by 
CIDI for further engagement with the duty-bearers such as the MWE and NWSC.   
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1.10 Gaps in fulfilling the ToR  
 
There were no major challenges faced during execution of the assignment, except some respondents e.g. from 
development partners such as GIZ declined to be interviewed (perhaps due to lack of time) and referred the 
consultant to the MWE to get all the information required about tariffs. Due to limited funds, some of the planned 
community-level engagements in the Divisions such as Nakawa were missed out. However, the Consultant was 
able to fill this gap by getting and making reference to notes of the key issues captured from the communities 
during community dialogue meetings held by CIDI staff to substantiate on the information gathered from 
elsewhere. 

2 Findings of the Water Tariff Mapping  Study    
 
This section of the report starts by appreciaitng that access to water and sanitation services is a human right, 
and examines very briefly whether the Human Right to Water and Sanitation (HRWS) is upheld in Uganda. In 
order to put water tariffs in context, an overview is provided about what water tariffs are, why they are 
charged to water consumers, and the different types of water tariffs. An analysis is made of the laws, policies 
and regulations that govern the setting of tariffs; the water tariff  setting process is highlighted, the key 
players involved; as well as the current water tariff structure of NWSC. Specific sector strategies and 
mechanisms put in place by the MWE and NWSC to reach the poor are also presented, and the current 
experiences of low-income households and communities with regard to pricing of water. The section ends by 
examining the issues affecting households and communities living in informal settlements in relation to 
water tariffs, and the consequences of such high prices charged by the water venders on the poor.  
 
2.1 The Human Right to Water and Sanitation (HRWS)  
 
The provision of Water, Sanitation and Hygiene (WASH) services in Uganda, whether in urban or rural areas, 
should be seen from the context of human rights. Access to WASH is a human right, as recognised in 2010 by 
the United Nations General Assembly (UNGA). The HRWS is inextricably linked with other human rights and 
therefore lack of access equally has profound negative impact on many of the related human rights1. 
Therefore, the delivery of Pro-Poor water services in informal settlements in a city such as Kampala city is a 
human rights concern. A human right refers to and entitles everyone to having services available (immediate 
vicinity, in sufficient quantity and on a continuous basis, for personal and domestic use2), physically 
accessible (time and distance, physical security, design of facilities), acceptable (colour, odour, and taste of 
water; sanitation facilitates acceptable to users), affordable (according to income) and with quality  (safety 
like water quality), for personal and domestic use.   
 
A study by Alabaster. R. A. and Kruckova (2015) confirms that the GoU recognises the HRWS, and that 
Uganda adheres to a number of international legal instruments and has made various political declarations 
that call for the realisation of the HRWS. However, the study notes that there is need to better frame the 
right in the legal instruments in order to provide not only for the adequate accessibility, availability, quality, 
affordability and acceptability of water and sanitation, but also to secure the related procedural guarantees of 
non-discrimination, access to information, public participation, accountability, and sustainability.   
 

2.2 Laws, Policies and Regulations Governing the Setting of Water Tariffs in Uganda 

 
This sub-section puts water tariffs in context, by providing an understanding and appreciation of what water 
tariffs are and why water tariffs are charged water utilities such as NWSC before looking into the legal and 
regulatory framework that guides the setting of water tariffs in Uganda. An analysis is also provided of the 
NWSC water tariff structure over the past four financial years (FY 2015/16 ɀ FY 2018/19) and the basis for 
setting it up.   
 

                                                           
1 Alabaster, R.A. and Kruckova L., Uganda Country Mapping: The Status of Implementation and Monitoring of the HRWS (2015), 240p. 
2 Personal and domestic uses include drinking, personal sanitation, food preparation, and personal and household hygiene. 
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2.2.1 What water tariffs are 
 

-ÁÒÔÉÎÁ 2ÉÃÁÔÏ ÉÎ ÈÉÓ ÁÒÔÉÃÌÅ Ȱ7ÁÔÅÒ 0ÒÉÃÉÎÇ ɀ &ÉØÅÄ 7ÁÔÅÒ #ÈÁÒÇÅȱ ÄÅÓÃÒÉÂÅÓ ×ÁÔÅÒ ÁÎÄ ×ÁÓÔÅ×ÁÔÅÒ ÔÁÒÉÆÆÓ ÁÓ 
determinants of the level of revenues that service providers receive from users in centralised or semi-
centralised systems for the appropriate treatment, purification and distribution of freshwater, and the 
subsequent collection, treatment and discharge of wastewater.  
MWE defines a Water Tariff as the price for a service to deliver water to a consumer at a specific point 
(household, yard, public place, institutions, commercial enterprise and government) and charged per unit of 
quantity for water supplied by metered or computed quantity3.  
 
Akvopedia defines tariffs as funds paid / contributed by users of water, sanitation and hygiene services for 
obtaining access to and using the service (GLAAS, 2012).  
 
Finally, Van der Zaag and Savenije (2006), as quoted by Ramogodi (2007), define a tariff as a set of rules that 
determine the amount that a consumer should pay for using a certain service. In water services, the process 
of designing water tariffs should be governed by economic principles with the intention to conserve water, 
promote fairness among the consumers and to generate enough revenue to sustain the service. 
 
Overall, water pricing is seen as an important economic instrument for improving water use efficiency, 
enhancing social equity and securing financial sustainability of water utilities and operators. Tariff setting 
practices vary widely around the world.  
 
2.2.2 Why Utilities set tariffs   

 
Utilities such as NWSC recognize that water is a finite good and hence has to be used efficiently following 
economic principles. The fourth Dublin Principle, as set out by the International Conference on Water and the 
Environment in Dublin, seeks to do just that (GWP n.d., as quoted by Ramogodi I. P. Motoma: 2007). This 
0ÒÉÎÃÉÐÌÅ ÁÓÓÅÒÔÓ ÔÈÁÔȡ Ȱ7ÁÔÅÒ ÈÁÓ ÁÎ ÅÃÏÎÏÍÉÃ ÖÁÌÕÅ ÉÎ ÁÌÌ ÉÔÓ ÃÏÍÐÅÔÉÎÇ ÕÓÅÓ ÁÎÄ ÓÈÏÕÌÄ ÂÅ ÒÅÃÏÇÎÉÚÅÄ ÁÓ ÁÎ 
ÅÃÏÎÏÍÉÃ ÇÏÏÄȱȢ 4ÈÉÓ ÉÍÐÌÉÅÓ ÔÈÁÔ ×ÁÔÅÒ ÓÈÏÕÌÄ ÂÅ recognized as a scarce resource for which economic 
principles should be applied. Consumers have to recognize water as a good with an economic value. As a 
result, water tariffs can and must be used to ensure that water is used efficiently.  
 
Utilities such as NWSC, therefore, use of water tariffs as a tool for Water Demand4 Management (WDM). 
Pricing promotes efficient use of water, is used for allocating water among competing uses and for 
generating finance to invest in water-related infrastructure and services. When consumers do not pay the full 
cost of water, they tend to use it inefficiently. However, pricing should be carried out with care as water is 
essential for human life and high water prices can have a negative impact on the lives of the poor. A balance 
should, therefore, be struck between ensuring that the price is affordable and it encourages people to 
conserve water.  
 
Eng. Silver Mugisha (Now MD-.73#Ɋȟ ÉÎ ÈÉÓ ÁÒÔÉÃÌÅ ȰWater tariffs and service for allȱ5 also rightly observes 
that the traditional thinking alludes water as being a basic social good, God-given and a lifeline of mankind 
that should, if possible, be supplied free of charge to citizens. However, water is a socio-economic good that 
needs some configuration of inputs in order to be delivered as a potable product to citizens, at a convenient 
location. In other words, water is a social good that is basic to human life but also requires some level of 
funding to treat it (using chemicals, pumped systems and unit operations), transmit it (through pumping and 
transmission pipes) and distribute it to customers. Therefore, bringing potable water close to a homestead 

                                                           
3 Issue Paper on Water Tariff Regimes for Small Towns, Rural Areas and Water Vending with focus on Pro-Poor Aspects, Ministry of Water and 

Environment (2017) 
4 In everyday use, the term water demand refers to the amount of water that consumers are expected to use. A more economic definition refers to 
water demand as an expression of the desire for a particular water service levelȟ ÍÅÁÓÕÒÅÄ ÂÙ ÔÈÅ ÃÏÎÓÕÍÅÒȭÓ ×ÉÌÌÉÎÇÎÅÓÓ ÁÎÄ ÁÂÉÌÉÔÙ ÔÏ ÐÁÙ ÆÏÒ ÉÔ 
ɉ2ÁÍÏÇÏÄÉȟ ΨΦΦέɊȢ 4ÈÉÓ ÉÓ ÕÓÕÁÌÌÙ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ ÔÈÅ ÃÏÎÓÕÍÅÒÓȭ ×ÉÌÌÉÎÇÎÅÓÓ ÔÏ ÐÁÙ ÆÏÒ ×ÁÔÅÒȢ 7$- ÈÁÓ ÂÅÅÎ ÄÅÓÃÒÉÂÅÄ ÁÓ ÔÈÅ Äevelopment and 
implementation of strategies aimed at influencing demand patterns as to achieve efficient and sustainable use of water.   
5 The Independent (February, 15th 2015). 
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requires a combination of operating expenditure (OPEX) and capital, hence the need to use different sources 
of financing for water and sanitation services.  
 
In terms of costs of operations NWSC, just like any other business entity, has high costs of production. These 

range from electricity, chemicals, and O&M costs. These costs are not static and change with the changing 

macro-economic environment. Currently the NWSC input price of electricity is about Shs. 4.5 billion per 

month, compared to about Shs. 300 million per month ten years ago6. This notwithstanding, NWSC has to 

continue pumping water to ensure services are delivered. Chemical costs are currently about Shs. 20 billion 

per annum, as the Corporation has to contend with the deteriorating raw water quality attributed to the 

increased pollution and degradation of the environment that affect the quality of water sources. Staff 

numbers and costs continue to increase as NWSC takes on more services areas. The ageing infrastructure, 

particularly the water distribution network and the electro-ÍÅÃÈÁÎÉÃÁÌ ÅÑÕÉÐÍÅÎÔȟ ÉÍÐÌÉÅÓ ÔÈÁÔ .73#ȭÓ 

maintenance costs continue increasing. All these imply that the Corporation needs to sustain and implement 

a well-balanced Tariff Policy. 

 

Pricing policies, therefore, for water and sanitation services normally have three key objectives7, namely: 
1. Cost recovery ɀ tariff levels should be sufficient to cover Operation & Maintenance (O&M) costs, to meet the 

cost of system expansion to serve new customers and to cover the debt service or depreciation; 
2. the water tariff should contribute to economic efficiency within the national economy; 
3. the tariff structure should support social equity (promote widespread access to water, affordability to all 

income groups, and billing and collection from all users) 

 
According to the Life-cycle Costing Approach (LCCA)8, WASH services are financially sustainable if the mix 
of financing flows is sufficient to cover all the different costs related to the service delivery, not only capital 
expenditure and basic operating costs - the two which are most commonly considered. Such a mix of 
financial flows means that: 1) infrastructure can be renewed and replaced at the end of its useful life; 2) 
timely repairs in cases of breakdowns take place; and 3) capacity to extend delivery systems is available. 
LCCA identified six (6) different type of cost categories of providing WASH services9.  The typical financing 
mechanisms for water and sanitation services includes the three Ts: i) Tariffs (the contribution made by 
users); ii) Taxes (investments by governments, coming from nationally or locally levied taxes), and iii) 
Transfers (funding from international donors). Put simply, sustainable financing requires that the three Ts are 
matched with the six cost categories identified under the LCCA.  
 
2.2.3 Types of water tariffs  
 

According to Cardone and Fonseca (2004), next to a connection charge to provide access to a service, some 
of the main tariffs which are used in water and sanitation service delivery include: (1) Fixed Charge Tariff (also 
known as Single Tariff or Flat rate tariff) ɀ where consumers pay a certain amount independent of the volume 
used; (2) Constant Volumetric Tariff (also known as uniform volumetric tariff) ɀ where all users pay the same 
per unit of water used, independently of use (e.g. industry, commerce or household etc.); (3) Increasing Block 
Tariff; users pay different amounts for different consumption levels; the rate per unit of water increases as 
the volume of consumption increases; and (4) Two Part Increasing Block Tariff ɀ a fixed minimum monthly 
charge for all consumers, in addition to either a flat or variable tariff based on usage. NWSC mainly uses the 
increasing block tariff system, which is aimed at ensuring equity between the various water consumers.  
 
2.2.4 Laws and Regulations governing water tariffs in Uganda 

 

                                                           
6 Godfrey Katongole (2018): Brief NWSC Tariff and its Sustainability; National Water and Sewerage Corporation  
7 Tariff and Affordability study, Final Report (2012), Republic of Uganda, Ministry of Water and Environment.  
8 This is an approach that was introduced and developed by the WASHCost project of IRC with funding from the Bill and Melinda Gates Foundation 
(BMGF). 
9 These cost categories include: Capital Expenditure (CapEx); Operational & Minor Maintenance Expenditure (OpEx); Expenditure on Direct Support 

(ExpDS); Expenditure on Indirect Support (ExpIDS); Cost of Capital (CoC); and Capital Maintenance Expenditure (CapManEx). 
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The GoU has put in place a comprehensive legal framework for the management of the water sector. The 

framework comprises laws and regulations as understood in their hierarchy: 
1. The Constitution of the Republic of Uganda, 1995 (as amended) ɀ is the supreme law of the land, meaning 

that all other laws of the land constantly have to measure their legality against it. 

2. Acts of Parliament ɀ !ÒÔÉÃÌÅ έί ÏÆ ÔÈÅ #ÏÎÓÔÉÔÕÔÉÏÎ ÅÍÐÏ×ÅÒÓ 0ÁÒÌÉÁÍÅÎÔ ȰÔÏ ÍÁËÅ ÌÁ×Ó ÏÎ ÁÎÙ ÍÁÔÔÅÒ ÆÏÒ ÔÈÅ 

ÐÅÁÃÅȟ ÏÒÄÅÒȟ ÄÅÖÅÌÏÐÍÅÎÔ ÁÎÄ ÇÏÏÄ ÇÏÖÅÒÎÁÎÃÅ ÏÆ 5ÇÁÎÄÁȱȢ 4ÈÅ #ÏÎÓÔÉÔÕÔÉÏÎȟ ÔÈÅÒÅÆÏÒÅȟ ÉÓ ÆÏÌÌÏ×Åd by the 

ÄÉÆÆÅÒÅÎÔ !ÃÔÓ ÏÆ 0ÁÒÌÉÁÍÅÎÔ ÐÕÂÌÉÓÈÅÄ ÉÎ ÔÈÅ ÎÁÔÉÏÎÁÌ 'ÁÚÅÔÔÅ ÁÆÔÅÒ ÔÈÅ 0ÒÅÓÉÄÅÎÔȭÓ ÁÓÓÅÎÔȢ 3ÏÍÅ ÏÆ ÔÈÅ 

essential ones for the Water Sector include: The Water Act Cap 152, the NWSC Act Cap 150, the Local 

Government Act Cap 243, and the Public Health Act Cap 281.  

3. Regulations ɀ are statutory instruments that give a detailed description for key aspects in the law. These are 

made by the Ministers as Statutory Instruments in respect to the different sectors and as mandated under the 

respective laws. The key one for the water sector that relates to water tariffs is the Statutory Instruments 

(Regulations) of 2002, 2004 and 2006 ɀ Rates and Annual Indexation of NWSC Tariff. 

 

Other important instruments include Ordinances i.e. laws which are made and passed by District and City 

Councils; Bye-laws ɀ which are made and passed by Lower Local Governments such as Urban Councils and 

Divisions; and Guidelines ɀ which are made by different sectors, which in a way are not prescriptive or 

binding. 

 
2.2.5 Legal Framework  

 
The policy and legal framework for the tariff regime is anchored on the following pillars: 

1. The Water Act, Cap 152 ɉΧίίέɊȟ 3ÅÃÔÉÏÎ ίΪ ÏÎ Ȭ2ÁÔÅÓȟ #harges and FÅÅÓȭ ɀ provides for fixing of tariff rates, 
charges, or fees with the approval of the Minister or by regulations and by involvement of the stakeholders. 
The Act also provides for fixing of penalties for failure to pay any amount due to the authority when it falls due. 

2. The NWSC Act, Cap 317 (1995), Section 5, para 2 (b) on Powers of the Corporation Ȭto set tariffs and charges, 
ÍÁËÅ ÁÎÄ ÌÅÖÙ ÒÁÔÅÓ ÁÎÄ ÆÉØ ÔÅÒÍÓ ÁÎÄ ÃÏÎÄÉÔÉÏÎÓ ÆÏÒ ×ÏÒË ÄÏÎÅ ÏÒ ÓÅÒÖÉÃÅÓȟ ÇÏÏÄÓ ÏÒ ÉÎÆÏÒÍÁÔÉÏÎ ÓÕÐÐÌÉÅÄ ÂÙ ÉÔȭ.  

3. The National Water Policy (1999) ɀ promoting financial viability and sustainability of water supply systems ɀ 
full cost coverage of Operation and Maintenance (O&M) by consumers and in addition for large urban schemes 
coverage of depreciation of technical installations i.e. replacement costs and repayment of construction loans. 
Cross-subsidies should be promoted, thereby ensuring a basic minimum consumption at reduced rates, and 
discouraging wastage and excessive consumption. Currently, the Water Policy is under review. 

4. The Statutory Instruments (Regulations) of 2002, 2004 and 2006 ɀ Rates and Annual Indexation of NWSC 
Tariff, the indexation formula as well as the first water tariff schedules for the different consumer categories 
(Public Stand Pipes-PSPs, Institutions & Government; Industrial & Commercial, etc.). Indexation helps to 
ÐÒÏÔÅÃÔ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÆÉÎÁÎÃÉÁÌ ÅÑÕilibrium and maintain real value for the tariff.  

 
2.2.6 The Regulatory framework for Water tariffs  

 
The regulatory framework for the tariff structure by NWSC is anchored on the following pillars: 
 

1. Pro-Poor Strategy for the Water and Sanitation Sector (2006): 

In order to guide planning, development and implementation of services targeting the poor and 
marginalised groups of people in urban and rural areas, the MWE finalised the 2006 Pro-Poor 
Strategy for the Water and Sanitation Sector in Uganda, to be implemented by the MWE, NWSC, 
NGOs, private sector and development partners. The Pro-poor strategy has 36 action points for 
implementation, out of which 11 were specifically targeted to the urban poor in large and small 
towns10. Six of the 11 action points include urban strategies such as: enhancing access by densifying 
the network and expanding to unserved areas; by establishing Public Water Points; by continuously 
updating a Pro-Poor tariff; by subsidizing yard connections serving as authorized public water points; 
by providing smart subsidy to O&M; and by continuously monitoring water quality. This strategy was 

                                                           
10 Dr. Innocent K. Tumwebaze (2016): Lessons ans Experiences from implementation of Pro-Poor Safe Water Interventions in Urban Areas, Ministry of 
Water and Environment. 
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planned to be reviewed and where necessary be updated every after a period of 2 years; however, 
this has not happened.  

2. National Performance Monitoring Framework (Status 2016) ɀ one dedicated sector indicator is on pro-poor 
ÔÁÒÉÆÆ ÂÅÉÎÇ Ȱ% of piped water users having access to public water points and paying less than or equal to the in-
ÈÏÕÓÅ ÃÏÎÎÅÃÔÉÏÎ ÔÁÒÉÆÆ ÏÆ ÔÈÅ ÓÅÒÖÉÃÅ ÁÒÅÁȭȢ11 Unfortunately, data for NWSC on this indicator is not available for 
the last four consecutive years (2015/16-2018/19) except in FY 2017/18 when it was determined to be at 83% 
(SPR 2019). 

3. Performance Contract with NWSC (2015-2018) ɀ one pro-ÐÏÏÒ ÐÅÒÆÏÒÍÁÎÃÅ ÉÎÄÉÃÁÔÏÒ ÏÎ ȬÐÒÏ-poor 
connection growth ɀ 980 per annun12ȭ . The 6th Performance Contract (PC6, 2018-2021) has a target of 10% 
growth of Pro-Poor connections. 

 

2.3 Water Tariff Setting Process and Key Stakeholders involved  
 

2.3.1 Brief outline of the water tariff setting process  
 
The setting of Water Tariffs by NWSC is governed by the Water Act Cap 152 section 94 and involves the 
following 3 steps13: 

1. the Corporation prepares a submission to the Minister of Water and Environment (MWE) indicating and 
justifying the suggested tariff revision. The submission is based on an analysis of the costs of NWSC related to 
the domestic price index, exchange rate, foreign price index, and electricty tariffs.   

2. the Minister evaluates the NWSC proposal and amends or approves the proposal 
3. a Statutory Instrument effecting revision of the tariff is then issued.  

 
Water Act (General Rates) Instrument, 2006 provides for Indexation of the NWSC Tariff against the domestic 
price index, exchange rate, foreign price index and the electricity tariff. The indexation is carried out on a 
financial year basis and applies on the 1st July of each year. The indexation will be based upon the following 
formular: T0 (a?I + b?FI?FX+ c?K ) = T 
Whereby: 
T0 = Tariff level at end of year zero. 
a = Proportion of tariff associated with local salaries, and locally sourced goods based on the previous years 
audited financial Accounts. 
? = change. 
I = Domestic retail price index as published by the Bureau of Statistics and based on the underlying inflation 
rate.  
b = the proportion of the tariff associated with foreign costs, i.e. foreign inputs in the production process 
based on the previous years audited financial accounts. 
FI = Foreign retail price index based on the US Bureau of Labour Statistics. 
Fx = US Dollar to shilling exchange rate based on the Bank of Uganda mid exchange rate as at the 30th June 
of each financial year.  
c = Proportion of tariff associated with electrical power based on % of electricity cost to total cost as a proxy. 
(Audited financial Accounts). 
K = Price of electrical power per unit. 
T = Indexed Tariff at beginning of year one. 
 
The statutory instrument is proposed by the MWE and approved by Parliament. It offers a framework within 
which the tariff can be indexed by the NWSC Board. It is designed through a multi-stakeholder engagement 
process with input from NWSC and the Ministry of Finance, Planning and Economic Development (MoFPED) 
At the level of parliamentary approval, the Committee on Commissions, Statutory Authorities and State 
Enterprises and the Committee on Natural Resources are also involved. The framework is reviewed annually 
and takes into account the exchange rate, the rate of inflation and the power tariffs. 

                                                           
11 Water and Environment Sector Performence Report (SPR, 2019) 
12 Sixth Performance Contract between GoU and NWSC (July 2018 ɀ June 2021).  
13 Godfrey Katongole (2018): Brief National Water Tariff and its Sustainability; National Water and Sewerage Corporation 






























