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4 Urban poor pay for water

Abstract

Much of the debate on cost-recovery in water and sanitation has centred on whether the poor
should or should not pay for these services - indeed the title of the paper is derived from some
lessons learned in the sector. This debate has recently moved from the realm of economics to human
rights and the interactions between the two. Useful as these debates are in laying down certain
principles, ultimately the practical aspects of implementation and resource constraints will determine
what is workable in a country-specific setting for achieving the basic need of safe drinking water and
sanitation.

The paper questions why the many experiences and ‘models’ which show that the poor are
willing to pay for water have not gone to scale. It suggests that the replication should be of the
principles of cost recovery rather than of the models themselves. Some of the principles that work
are community collection of tariffs and community responsibility in the management of the facilities.

In this regard the lessons from microcredit of peer pressure and women as managers of water
committee are useful for going to scale.

In arriving at some measure of agreement on the appropriate tariffs and subsidies, the paper
argues that their design must meet the considerations of value for money, equity and partnerships.
Success in going to scale is critically dependent on the institutional structure, including community-
driven mechanisms, within which tariffs and subsidies are designed.
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RESUME

Le plus souvent, le débat sur la récupération des cofits entrainés par les travaux d'adduction
d'eau et d'assainissement a porté sur la question de savoir si les pauvres devaient ou ne devaient
pas payer ces services — et, de fait, le titre du document a été choisi d'aprés certains
enseignements dégagés dans le secteur. Le débat s'est récemment élargi, passant de I'économi
aux droits de I'homme, et aux liens entre celle-1a et ceux-ci. Pour utile que soit ce débat pour
poser certains principes, en fin de compte, les aspects pratiques de I'application et les contraintes
pesant sur les ressources détermineront ce qui, dans un pays donné, est réalisable dés lors qu'on
veut satisfaire le besoin essentiel d'eau potable et d'assainissement.

Les auteurs du document se demandent pourquoi les nombreuses expériences et les
"mod¢les" qui montrent que les pauvres sont disposés a payer l'eau qu'ils consomment ne sont
pas appliqués en vraie grandeur. L'étude montre que ce qu'il faut propager, ce sont les principes
de la récupération des cofits et non pas les modéles eux-mémes. Certains principes fonctionnent
effectivement : la perception communautaire des taxes et la responsabilité collective de la gestion
des équipements. A ce sujet, les legons du microcrédit, qui mettent en évidence l'intérét de la
pression collective et montrent que les femmes peuvent diriger fort bien un comité de l'eau, sont
utiles pour le passage aux opérations en vraie grandeur.

Si l'on tente de se mettre d'accord sur ce que seraient des tarifs et des subventions appropriés, l'étude
montre que leur calcul doit obéir a un souci de rentabilité, d'équité et de coopération. Le succes,
dans le passage aux opérations en vraie grandeur, dépend de fagon critique de la structure
institutionnelle, et notamment des mécanismes communautaires, dans le cadre desquels les taxes et
subventions sont calculés.
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Resumen

Gran parte del debate sobre la recuperacion de los gastos realizados en agua y saneamiento
se ha centrado en si los pobres deben o no deben pagar estos servicios —el titulo mismo del
documento se basa en la experiencia obtenida en el sector. Este debate se ha trasladado
recientemente del ambito de la economia al de los derechos humanos y las interacciones entre
ambos. Aun siendo utiles estos debates para establecer determinados principios, en ultima instancia
los aspectos practicos de la aplicacion y las limitaciones de recursos determinaran lo que es viable
en el marco de un pais concreto para satisfacer la necesidad basica de agua potable y saneamiento.

El documento pone en cuestiéon por qué no han prosperado las muchas experiencias y
“modelos” que muestran que los pobres estan dispuestos a pagar por el agua. Se sugiere que lo que
se debe reproducir son los principios de la recuperacion de los gastos mas que los modelos mismos.
Algunos de los principios que funcionan son la recaudacién de tarifas por la comunidad y la
responsabilidad de la comunidad en la gestion de las instalaciones. A este respecto, las experiencias
del microcrédito de la presion de los pares y de las mujeres como gestoras de los comités sobre el
agua son Utiles y pueden aplicarse a gran escala.

En lo relativo a alcanzar cierta medida de acuerdo sobre las tarifas y los subsidios
adecuados, el documento argumenta que deben planearse de manera que respondan a las
consideraciones de rentabilidad, equidad y asociaciones. El éxito de la aplicacion a gran escala
depende de manera crucial de la estructura institucional, incluidos los mecanismos de la
comunidad, en el ambito de los cualesse tarifas y los subsidios.
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| Introduction.

Water is a basic human need. Water is also regarded as a fundamental human right under a number
of international treatise and conventions. The implication of these statements for financing of safe
water, in particular, the obligation of governments and cost-recovery is, however, unclear. The
recognition of water as a basic need and a human right places it in similar status from a public policy
standpoint as other social services such as health and education.

The evidence from a number of case studies around the world suggests that the urban poor
do pay for safe water. Indeed, this evidence can also be cited in the case of health. Often the poor
pay for these services at significant cost to the welfare of their children. Payment for water becomes
yet another addition to the many other services for which they have to pay. The issue, however, is
what lessons emerge from the evidence of payment by the poor for water and what are the
implications for the financing of water supply? In answering these questions, we must also
understand the answer to a second statement viz. the rich can but do not pay a fair share for water
supply and most subsidies in water supply benefit the rich not the poor — why? Both questions are
linked particularly in an urban setting.

It does not necessarily follow that because the urban poor pay proportionately more of their
household expenditures for water than the rich, they will necessarily be better payers than the rich
for service delivered by more formal systems such as a piped water scheme provided by a utility.

Nor does it imply that improved water delivery and subsequent cost-recovery systems can be
provided and operationalised on a large scale for the urban poor based on the evidence of payment
by the poor for water supply through informal systems. The issue is not so much whether the urban
or rural poor can or do pay for water supply but rather under what conditions do they do so and how
can this lesson be taken to scale for water supply to the urban poor. This understanding is central
to the design of tariffs and subsidies for water supply in many developing countries.

This paper presents some of the evidence on payment for water by the urban poor and
attempts to reconcile the human right to water with resource constraints and cost-recovery in
developing countries (Section II & III). It suggests that effective implementation of cost-recovery
through tariffs and subsidies requires appropriate institutions based on the principle of value for
money, equity and partnerhsips (Section IV& V). On these bases, it sets out the lessons learned and
underlying conditions under which tariffs and subsidies can be expected to work in water supply for
the urban poor (Section VI).

The key lesson, it will be argued, is not the willingness of the poor to pay or how to design
tariffs and subsidies but rather providing value for money, ensuring equity in service provision and
tariffs structure and partnership involving the users. Transplanting the experiences of payments by
users for water supplied by the informal sector (such as tankers and water carriers) to piped water
supply by utilities is fraught with complications. Providing water supply by public utilities raises
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a whole gamut of public policy issues ranging from the human right to water, water as a public good,
government’s obligations, institutional structures, and management capacity, including leadership,
accountability and transparency. It also provides the opportunity for water to be treated as a political
good, a process in which the voiceless poor are often losers.

II'  The evidence on payment by the urban poor

There is now seemingly an ample body of evidence to show that the poor do pay for water. In a 1993
study of five cities in Morocco Mcphail found that poor households were willing to pay more than
5 per cent of their household expenditure — at one time an unofficial norm for the sector - for
individual water services. In some peri-urban areas it was found that the poor are paying 20-30 per
cent of their income for water from water vendors, such as in the poor and arid regions of Sudan.
The poor in urban areas who are not served with a safe source often pay high costs with vendors
typically charging US$2 to US$3 per cubic meter of water, which is 10 times more than the price
which the served pay for water from a tap at home (Briscoe and Garn, 1995). Briscoe and Garn also
argue that subsidies benefit mainly the rich and better off.

In peri-urban areas of Nouakchott, Mauritania, it was found that the poor pay as much as 14
to 20 per cent of their household budget for water. A cubic meter of water which is sold by the
national water society at US$ 0.37, is sold at the end of the distribution chain by carters at $3.71 a
900 per cent increase, which can rise to 4,600 per cent or U.S.$17.32 in periods of water shortages
(UNICEF, 1999).

The El Mezquital squatter slum of Guatemala City has 9,400 families. UNICEF has worked
with the community, NGOs and local government to provide improved water supplies. The initial
step was to provide 13 community water taps and health care to the residents. Through a dialogue
and partnership with the local government and the municipal water enterprise a single source water
tank was constructed in the slum with piped water connections to each family. Each family paid for
their own connection. The local community association receives one large bill from the water
company and then collects fees from the residents according to usage measured by individual meters.

The cost of water is far less than what the residents were paying to private tanker supply firms
earlier. In another similar scheme 2000 families were connected, at a cost that is 25-60 per cent
lower than that from other sources. (Espinosa and Lopez, 1994).

The average water availability in Port-au-Prince in Haiti is 55 litres per inhabitant per day
but half the inhabitants receive no water service at all. Only 10-12% of the families are connected
to the public water supply in homes. Those connected receive water for only a few hours each week.

Private operators meet the water demands of the underprivileged who are paying $3-$5 per cubic
metre, compared to $0.5 for water from the public network. Various private sellers offer different
types of services. Private tubewell water is sold to truck operators at a price of $0.1 per cubic metre
who resell to owners of private water tanks at a price $0.8-$1.5 per cubic metre who on-sell to
private individuals. Private water tank owners sell water to water carriers at $2-$3 who resell door-
to-door at a price of $3-$5. Capitalising on this willingness to pay, the urban public water company
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designed a network of water points in the neighbourhoods linked to the main urban network. Water
is collected in reservoirs to overcome the intermittent supply and sold to individuals at an average
cost of $1 per cubic metre. The community water management committee collects money and
payment is made to the water utility at a rate of $0.3 per cubic metre. The gross profit margin is used
to pay the employees of the community who are managing the tap and the expenses of the
committee. Collection experience is good with no instances of default to the water company
(Colligon 1998).

In Chinsapo, a peri-urban poor locality of Lilongwe, Malawi, UNICEF initiated a pilot
project similar to that in Port-au-Prince. The municipal water utility provided a standpost connection
to the community from the urban water supply system. The community formed a local water
committee responsible for managing the standpost and collecting water charges on the basis of the
amount taken by each resident from the community stand post. The water committee is responsible
for paying the money over to the water utility. The collection experience has been very good and
the model has been replicated in a few other locations. Communities with appropriate training in
book keeping, tap repair/maintenance are able to manage the community water system.

However, there are some problems also amongst the positive experiences of Chinsapo. The
composition of the peri-urban population is dynamic — new comers are not always appreciative of
the management structure and may disrupt prevailing systems for collecting funds for settling water
bills. Large families living on daily incomes cannot afford the quantity of water that they need, their
willingness and capacity to pay for small quantities of water is not sufficient to pay for the basic
minimum amount of water that is needed for the family. The communal tap is not attractive to the
water boards, which often complain that the capital costs and their long recovery period does not
justify the expenditure. The central or local government is often asked to pay for the capital
investment. Environmental sanitation has not been as amenable to solution because the onsite pit
latrines pose threat to groundwater contamination for those still relying on shallow dug-wells (K.
Banda, UNICEF, Malawi, internal communication, 1999).

Sulabh in India has also shown that the poor are willing to pay for public sanitation services.

It has built over 1 million individual toilets and 4,000 public toilet-cum-bath complexes being used

by about 10 million people all over India every day (Pathak, 1999). Sulabh has developed a low-cost

technology for middle and low-income urban areas in an environment where the resource constraint
makes it difficult to adopt a large scale sewage system .

Orangi is home to about 1 million working-class people — skilled labourers, clerks, and
shopkeepers — with family incomes averaging about 1000 rupees ($30) per month. The Orangi Pilot
Project was set up to help them develop a sanitation system themselves after repeated requests to the
municipal authorities were getting them nowhere. However, the government made a major shift in
policy by accepting that these settlements were here to stay. Seventeen years later, virtually every
home in Orangi had a pour flush connected to an underground sewage line. The families paid for
the system. The key Orangi lessons are that adequate sanitation is fundamental to improving living






