Utility Benchmarking and Regulation in
Developing Countries: Practical Application of
Performance Monitoring and Incentives

Silver Mugisha*

May 2011

*Dr. Silver Mugisha is Chief Manager, Institutional
Development and External Services at National Water and
Sewerage Corporation, Kampala, Uganda.
silver.mugisha@nwsc.co.ug

Click here to access this publication from IWA Publishing.



mailto:silver.mugisha@nwsc.co.ug
http://www.iwapublishing.com/template.cfm?name=isbn9781843392576

Contents

Acknowledgements . .. ... ... vii
Foreword . . ... ... . ix
Preface. . .. ... .. Xiii
1 GeneralIntroduction. ........ ..ottt iiiieiieiineneennnennennnnnnss 1
1.1 Emerging Efficiency Improvement Drivers and Challenges . . ... ................ 1

1.2 Other Essentials for Improving Utility Efficiency ............. ... ... ... .... 6

1.3 The Role of Performance Monitoring and Regulation .. ....................... 7

1.4 Organization of the Book . . ....... .. . . 10

2 Performance Development Planning. . ........coiiiiiiiiiiiiiiiiiienenennns 13
2.1 Introduction .. ...... . i 13

2.2 Establishing Baseline Performance: A High-Impact Approach.................. 14

2.3 Definition of Desired Situation . . ............ ... ... 18

2.4  Scheming Requisite Strategic ACtions. . ..........c..v ittt 23

2.5 Mechanisms for Gauging SUCCESS. . . .. v vt vttt e e 24

2.6 Concluding Remarks . . ... ... . 30

3 Modes of Performance Monitoring . .. .......cociiiitiiiiiieiiiieneneenenenns 33
3.1 Introduction .. ... . 33

3.2 Input versus Output Monitoring Orientations. . . ... ............cuvuienen.n.. 36

3.3 Performance Regulatory Imperatives in Practice . ............... .. ... .. .. ... 39

3.4 Practical Design Arrangements . . . .. .. ..ottt e 45

3.5 Looking Forward: Key Success Factors ............... .. .. .. .. ... .. ..... 50

3.6 Concluding Remarks . . ... 52

4  Exploring Use of Provocative Techniques. .............coiiiiiiiiiiiiiiinennn 57
4.1 IntroduCtion . ........... ... .. 57

4.2 Creativity: Lateral Thinking Techniques . ... ........ .. .. ... .. ... ..., 60

4.3 Case HIUStrations . . .. ... ottt 61

4.4 Other Considerations for Creative Incentives. . . .......... ... ... ... ....... 66

4.5 Concluding Remarks .. ... ... 67

5 Performance Monitoring Through High Incentive Plans........................ 69
5.1 INtroduction . . ...t 69

5.2 Practical Applications. . . .. ... .. 71

5.3 Examples of Achievements Associated with Incentive Applications. .. ........... 82

5.4 Other Hints on Successful Incentive Designs. . .. ........ .. ... ... 82

5.5 Emotional Incentive Applications . .. .. ...ttt 87

5.6 Concluding Remarks .. ..... ... ... .. . 90

© 2011 IWA Publishing. Utility Benchmarking and Regulation in Developing Countries: Practical
Application of Performance Monitoring and Incentives. By Silver Mugisha.
ISBN: 9781843392576. Published by IWA Publishing, London, UK.



vi | Utility Benchmarking and Regulation in Developing Countries

6  Customer Relations Monitoring and Benchmarking .................c00vevn.n. 93
6.1 Introduction . ... ... ... . 93

6.2 Common Customer Care ISSUes . ... ...ttt 95

6.3 Practical Methods of Monitoring Customer Relations .. ...................... 97

6.4 The Role of Public and Media Relations. .. .............................. 102

6.5 Other Useful Monitoring Elements . . .. ............. ... 105

6.6 Concluding Remarks . . ....... ... . 108

7  Pro-Poor Oriented Performance Monitoring ..........ccoviiiierinernneenans 111
7.1 INtroduCtion . . ... .ottt 111

7.2 Recipes for Sustainable Project Intervention . .. ............ .. ... .. ... .. ... 114

7.3 Identifying the Poor: Informational Challenges . .. .......... .. ... ... ...... 121

7.4 Enhancing Accountability. .. ......... ... . L 122

7.5 Organisational and Management Arrangements. . . .. .........oueenenennnn.. 123

7.6 Incentives and Other Performance Drivers ............................... 125

7.7 Concluding Remarks . ..... ... ... . . 126

8 Limitations with Partial Performance Indicators: An Empirical Example ......... 129
8.1 IntroduCtion . . . .. ..ot 129

8.2 NWSC Performance Analysis: 2000-2006 . .. ...ttt 130

8.3 Literature ReVIEW. . . . .. ..o 134

8.4 Efficiency Measurement Methods. .. .......... ... ... . . . . 135

8.5 Efficiency Estimation and Model Results . ............. .. ... ... ... ... ... 136

8.6 Analysis of Corporate Efficiency Trends. .. .......... ... ... ... ... .. .... 137

8.7 Concluding Remarks .. ... ... .. .. ... . . 139

9 Improving Urban Water Governance: Indicators and Incentives ................ 143
9.1 INtroduction . . ... ... ... . 143

9.2 Information Systems Management . . ...............uuiuinunnanenennn.. 144

9.3 Policy Environment . . ...... ... ... 147

9.4 Functioning of WSS Service Providers . . ......... ... ... ... . . . .. 151

9.5 Development of the WSS Infrastructure ... ........ .. ... ... ... ... .. ... 155

9.6 Financing of the WSS Infrastructure . . .. ......... .. ... .. .. .. ... .. ....... 157

9.7 Regulation of the WSS service . ... ... 157

9.8 Concluding Remarks . ........ .. ... .. 160

10  Summary Conclusions and Recommendations................. ..o, 163
101 General . ... 163

10.2  Thinking of Quick-Wins to Performance Improvement .. ................... 163

10.3  The Customer ShouldbeaFocus . ............. .. ... .. ... .. ... .... 165

104 Donotforgetthe Poor .. ... ... ... .. .. .. . . . . 165

10.5 Good Governanceis Key . ......... i 167

List Of RefErences . . . ... ..o vt et e e 169
List Of ACPORYIMS ... ..o e 175
List Of FIQUIES . . . o o oo ot e e e e e e e e e e e e e e e 179
List Of BOXES .. ..o vttt e 181
List of Tables . . .. ... .. e e 183
Technical Appendix ... ......... .. .. . i 185

Index . . ... e 193





