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Swnmary

Therehasnot beenany rigorousanalysison the issueof costrecoveryfor basicurbanservices
and poor in India. This paperpresentsfindings of a study on WillingnessTo Pay (WTP) for
water and sanitationin Barodawith specialreferenceto theurbanpoor.

Percentageannualmunicipal and non-municipalexpenditureon water to incomefor the poor
in Baroda is less than the correspondingfigure for non-poor households. However, if
opportunitycost of time for watercollection is includedin total expenditure,then it worksout
to be2% of incomewhich is higherthan the correspondingfigure for non-poorhouseholds.A
majorproportionof theurbanpoorhouseholdsareWTP for improvedwatersystem.The urban
poor’sWTP for waterconnectionis threetimes thepresentmunicipalcharges.ExpressedWTP
for improvedsanitationserviceis low.

A numberof communitybasedlow cost infrastructurefinancesystemshavebeenadoptedby
the low incomehouseholds.It is necessaryto explorethepossibility of replicatingthem.
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URBAN POOR’S WILLINGNESS TO PAY FOR WATER AN]) SANITATION SERVICES

A CASE STUDY

- CHETAN VAIDYA

Inadequateaccessof basicservicesto thepooris oneof themajorproblemsof urbanIndia. The
Governmenthas undertakena number of initiatives to provide basic servicesto the poor.
However, it is observedthat the public sector agencieshave not been able to provide the
services.With the introductionof economic reforms in our country, there is a demandfor
improving cost recovery, increasein servicechargesandprivatizationin urbanbasicservices.
It is felt that thesemight price the poor out of thedelivery system.

Many governmentsfear that fully recoveringcostswill hurt the poor, yet increasingprices to
enablecostrecoveryin thedelivery of servicesmayactuallyhelpthe poor (WDR, 1994), They
oftenpay muchhigherpricesperunit of waterbecausetheyarenot connectedto public service
networksthat havelower unit costs,andbecausetheydo not benefitfrom subsidiesto usersof
the public system- usually the better-off. Expansionof accessbenefitsthe poor by allowing
them to rely on less costly sourcesof water.

Theeffect hasbeendemonstratedmostconvincinglyfor water, wherethe concernsfor thepoor
areproperlystrong. In theBraziliancity ofGrandeVictoria, EspiritoSantostate,thewillingness
to pay for newwaterconnectionsin 1993wasfour times thecostof providingtheservice,while
the willingness to pay for sewagecollection and treatmentwas 2.3 times its cost. Without
treatmentbefore disposal, the willingness to pay falls to only 1.4 times the cost because
untreatedsewagecreateshealthproblemsand reducesthe recreationalvalue of the watersinto
which it is discharged(WDR, 1994).

The willingnessto pay for water is high for good reason.For the poor, easieraccessto water
can freeup time that canbeusedto pursueincome-earningactivities. In rural Pakistan,women
with accessto improvedwater supply spendnearly 1.5 fewer hours a day fetchingwater than
do womenwithoutthis access.Suchsavingsarereflectedin thevalueusersattachto theservices
(ALTAF, 1993).

Therehasnot beenany rigorousanalysison the issueof costrecoveryfor theurbanservicesand
poor in India. The pastpolicies for investmentin waterhave failed to effectively capturethe
preferencesand willingness to pay of the poor. This is a difficult task. However, recent
methodologicaldevelopmentswhichusecontingentvaluationmethodsandmeasurecompensating
investmentsto and willingness to pay for suchservices,provide possibilities to analyzethis
issue(~)o~d~t~M~KJ )~3)

A studyon willingnessto pay (WTP) for waterandsanitationwasrecentlycompletedfor Baroda
(Vaidya, 1995). This paperhaspresentedfindings of the study with specialreferenceto the
urbanpoor.
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BACKGROUND AND METHODOLOGY

Barodais a majormetropolitancity in Gujaratwith a populationof one million in 1991. Baroda
Municipal Corporation(BMC) hasjust completeda major watersupply project. HUDCO has
given a loan of Rs. 48 croresfor this project. BMC hassuggestedrevisions in water tariffs. In
this background,HSMI sponsoredthe study to determinewillingness to pay of householdsfor
waterand sanitation.

The researchteam usedboth, indirect (revealedpreference)and direct (contingentvaluation)
methodsto study how householdsmaketheir choicesabout waterand sanitationservices.The
indirect approachuseddiscretechoice techniqueand derivedestimatesof actual choicesthat
householdsmade.Thedirectapproachinvolved askingpeoplewho did not haveimprovedwater
source,whetherthey would usea new sourceif it wasprovidedunderspecifiedconditionsand
how they would be willing to pay for accessto different kinds of improved watersystems.
Surveywascarried out in two phases.

Theanalysisof the existing situationwasbasedonhouseholdsurvey(PhaseI) throughstratified
samplebasedon zoneandtypeof house,It wasfocussedoncurrentservicelevels,expenditure
on services and main preferencesfor improvements. The total sample size was of 550
households.About 17% of thesehouseholdswereurbanpoor(householdincomebelow Rs.1500
permonth).

Basedon the current levels and preferencesidentified in PhaseI, hypothetical choicesand
relatedprice rangeswere worked out for eachmajor user category.Using the approachof
contingentvaluation, the householdresponsesto thesehypotheticalchoices.A more indirect
methodusing the revealedpreferencesof householdsthroughthe actualchoicesandinvestments
madeby householdsin situationswhereno pipedwater is availableand in otherswhere it is not
adequate.It coveredaspectsrelatedto natureof capitalinvestmentsmadeand the operationand
maintenancecosts incurredby the households.Contingentvaluationstudiesfor willingness to
pay andcompensatinginvestmentsby householdsinformationwascollectedaspartof Household
SurveyPhaseII. The surveywasconductedfor a carefully chosen200 sub-sethouseholdsof
original sample.

WATER SUPPLY

Source of Water

Existing sourcesof waterreflectsthecondition of supply level. Manyhouseholdsin thecity are
forced to usemore than one source.Houseconnectionis sharedby more than one household,
particularly in low incomeareas.Householdswith houseconnectionalso have to supplement
theirsupplyby usingpublic sourceof water. Informationwascollectedregardingdifferenttypes
of water sources.

The differenceof accessto wateramongurbanpoor and non-poorhouseholdsis most evident
in source of water supply (Table 1). Only 6% of urban poor householdshave accessto
individual houseconnectionswhereas,the correspondingfigure for non-poorgroup is ashigh
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as48%. The proportionof urbanpoor householdsusingpublic sourceis 50% and this figure
is only 6% for non-poorhouseholds.Most urbanpoorhouseholdshaveto usepublic or shared

sourcesof watersupply.

Table 1
PercentageDistribution of Householdsby Water Source - Baroda

Source Urban Poor Others Total

1. HouseConnection
a. Individual
b. Shared

6.2
31.3

47.7
11.1

40.8
14.5

2. Bore/Tubewell
a. Municipal connection &

bore/tubewell
b. Private bore/tubewell

-

-

19.3

3.7

16.0

3.0

3. Public Source
a. House connection &

public source
b. Handpump/stand post

12.5

50.0

12.7

5.5

12.9

12.9

100.00 100.0 100.0

Source for Tables 1 to 15 : Valdya, 1995

Satisfaction Level and Time Spent

Households were asked to expresstheir level of satisfaction with municipal houseconnection
water supply. Only 18 % of households are satisfied with the existing system (Table 2).
Percentagedistributionof satisfiedhouseholdsby incomegroups,revealsin non-poorgroup, it
is more than23% As expected,satisfactionlevel is very low amongurbanpoor households
(13%).

It is pertinentto noteherethat asmanyas33 % of householdsarespendingtime for collection
of water. On anaverage,they spendaboutone houreveryday.Among urbanpoor, asmany as
59% of householdshaveto spendtime for obtainingof water.
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Table2
- Distributionof Householdsby Income,

with ExistingWaterSupply - Baroda
Time Spenton Water Collection and Satisfaction

Monthly Income
Group (Rs.)

% To Total % Of Households(In EachClass)
,

Satisfied SpendingTime On
WaterCollection

Upto 1500 17 12.5 59.3

1501 83 23.0 27.7

Total 100 18.0 33.3

Expenditure

Householdsare making expenditureon municipal watersupply through one time connection
chargeand annualwater tax/charge.Average connectionchargeandwater chargeamongall
householdsare Rs. 99 and Rs. 82 respectively(Table 3). Capital chargehas beenannualized
assuming15% interestand 10 yearsrepaymentperiod.Total annualizedch~rgeworksout to be
Rs. 102 per household.It is Rs. 43 per household,per year for urbanand the corresponding
figure for non-poorhouseholdsis aboutthreetimes this figure (Rs. 123).

Table3
HouseholdExpenditureon Municipal Waterby HouseholdIncomeGroups- Baroda

Monthly
Household
Income
Groups
(Rs.)

% Householdswho are
makingexpenditure

Connection
charge
(capital)

Water
tax/charg
e (0 &
M)

Capital
cost

0 & M
(a)

Annualized
Capital**
(b)

•

Total
annual
(a) +
(b)

Upto 1500 18.8 43.8 37.3 35.4 7.5 42.9

1501 37.3 86.7 158.8 91.2 31.8 123.0

Total 56.1 130.5 196.1 126.6 39.3 165.9

* Among
** @15%

all households
interestratewith 10 yearsrepaymentperiod.





Non-municipalexpenditureonwaterhasbeenanalyzedin termsof capitalandmaintenancecost.
As manyas49% of total householdshavemadecapital expenditureon bore,handpump,filter
and undergroundstorage(Table 4). Most of the urban poor householdshave not made
expenditureonnon-municipalwatersystem.Annualexpenditureperhouseholdonnon-municipal
waterfor urbanpoor is Rs. 9 only whereas,it is Rs. 523 for non-poorhouseholds.Averagetotal
annualexpenditureis Rs. 437 perhousehold.

Table4
Non-municipalexpenditureon waterby householdincome- Baroda

Monthly
Income
Household
Group
(Rs.)

% HH who have
madeexpenditure

Expenditureper household*(~ç•)

Capital 0 & M Capital Annual
0 & M

Annualized
Capital**

Total
Amount

Upto 1500 9.3 - 46.9 - 9.4 9.4

1500 + 54.2 40.9 1616.5 199.5 323.3 522.8

Total 48.5 33.5 1345,4 168.3 269.1 437.4

* Among all households

** @ 15% interestwith 10 yearsrepaymentperiod

OpportunityCostOf Time

As mentionedearlier, a largenumberof householdsarespendingtime for collection
Opportunitycost of time spenton obtainedwater is assumedasjust Rs.1 per hour.
works out to be Rs. 137 perhousehold,per year.

Distribution of annualmunicipal/non-municipalexpenditureand opportunitycost of time spent
by householdincome group is presentedin Table 5. Total annualexpenditureon water by
householdsin thepoor group is Rs. 300 andcorrespondingfigure for householdsin aboveRs.
1500 groupis Rs. 761.

of water.
This cost
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Table5
Annual Municipal /Non-MunlclpalExpenditureand OpportunityCostof Time Spenton
Water by HouseholdIncome - Baroda

Household
Income
Group
(Rs.)

Annual ExpenditureperHH* (Rs.)

•

Opportunity
costof time
spenton
water
collection
(Rs.)**
(d)

Annual
Total per
HIT (Rs.)
(c + d)

Municipal (a) Non-
Municipal
(b)

Municipal
& Non-
Municipal(ç)

Upto 1500 42.9 9.4 52.3 248 300

1501 + 123.0 522.8 645.8 115 761

Total 102.0
-

437.4
-—-.

539.4
~--——-- —

137
— ~-

676

Among all flousellolcis
Opportunitycost at Rs.

ExpenditureAnd Income

Percentageannual total expenditureon water to householdincome is estimatedto be 1.7%
(Table6). It is 1.36%for municipal/non-municipalexpenditure.It is interestingto noteherethat
percentageannualtotal expenditureof householdsin incomegroup less tl~anRs. 1500 is 2%.
This proportionis less for non-poorhouseholds.

Table6
Distribution of HouseholdExpenditureon Waterby Income- Baroda

HIT IncomeGroup
(Rs.)

% Annual Expenditureto HH Income

Municipal Municipal and
Non-Municipal

Municipal, Non-
Municipal and
OpportunityCost
of time spent

Upto 1500 0.30 0.36 2.08

1501 0.27 1.44 1.68

Total 0.26 1.36 1.70

** one per hour for time spenton collection.
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WTP For Water

To determine Willingness to Pay (WTP), for water in urbanareasis a very complexprocess.
Households,with houseconnection,may be willing to pay additional chargefor improved
pressure,quantity or quantity of water. Householdswithout houseconnectionmay pay for
improvedpublic standpostor newhouseconnection.In addition, the paymentscan be madein
termsof onetime houseconnectionandmonthly watercharge.Information~regardingWTP was
collected in stepby step manner.

Householdswithout houseconnectionaccountfor 16% of total households.They were asked
willingness to pay for improvedpublic standpostand houseconnection.About 85 % of the
households have expressed willingness to pay for improved standpost(Table7). Little over56%
are willing to pay Rs. 5 per month for public standpost.About 34% of households have
expressedwillingness to pay a connectioncharge.Most householdsare also ready to pay a
monthly chargefor the houseconnection(94%).

Table 7
Willingness To Pay for
Connection - Baroda

a. Public Standpost

Municipal Water Supply Among Households Without House

Monthly Charge (Rs.) % df, HouseholdS

05 56.3

10 12.5

15 15.6

84.4

b. House Connection

Connection Charge Monthly Charge (Rs.)

% of HW. 34.3 93.6





HouseholdsWith HouseConnection

Willingnessto payadditionalwaterchargefor improvedpressurewasaskedto householdswith
houseconnection.They accountfor 84% of thetotal households.As manyas63 % areWTP for
betterpressure.WTP for improved pressurewasanalyzedin termhouseholdincome(Table 8).
Averagemonthly WTP for better pressure is Rs.25 household. It is Rs. 17 for urban poor
householdsand correspondingfigure for non poor householdsis Rs. 26

Table 8
Wfflingness To Pay for Improvement in Water Pressure - Baroda

Monthly RH Income (Rs.) % Of Households
Willing To Pay*

Monthly Charge Per
Household** (Rs.)

Upto 1500 31.2 17.4

1501 68.9 25.5

Total 62.5 24.7

* Among householdswith individual / sharedhouseconnection
** Among householdswho are willing to pay

Willingness to pay for water by poor/non-poor groups is presented in Tables 9. As far as
connection charge is concerned, 58% of households are willing to pay Rs. 726 per household.
It is Rs.426 among urban poor group. About 96% of the households are willing to pay monthly
water charge of Rs. 24 perhousehold.Annual WTP hasbeen estimated by taking 15% interest
on capital investment (connection charge) and adding yearly water charge to it. Average annual
WTP works out to be Rs. 339 per household. It is Rs. 275 for urban poor. It is pertinent to note
here that annual WTP for non-poor is only Rs. 352 which is only 28% higher than the
corresponding figure for the poor.

Table 9
Wlffingness To Pay (WTP) for Water by Poor/Non-Poor - Baroda

Income
Group
(Rs.)

Connection Charge* Monthly Water Charge* Total
Annual
WTP**

%HH WFP
(A)

Rs./Hll (B) %HH WTP
(D)

Rs./HH (E)

Upto 1500 62.5 266 93.8 19.6 275

1501 + 56.6 456 90.3 23.7 352

Total 58.0 421 95,5 23.0 339
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* Among all households

“~ 15% intereston connectionchargeplus annualwatercharge

It is interestingto compareannualWTP with total expenditureon water. Non-poorhouseholds
are willing to pay 3 times present municipal expenditure (Table 10). However, their WTP is
only half of the present total expenditure on water. Whereas,in the case of urban poor, their
WTPis almost equal to the present expenditure.

Table10
AnnualExpenditureandWillingnessto Payfor Waterby Poor/Non-PoorGroups- Baroda

HIT Income
Groups
(Rs.)

Total
AnualL
WTP
(Rs./
H/H) (A)

Annual Expenditure(Rs./HH) Ratio
A/D

Municipal
(B)

Municipal &
Non-
Municipal
(C)

Municipal
Non-
Municipal
And Time
Spent(D)

Upto 1500 275 43 52 300 ‘ 0.92

1501-3000 375 123 523 761 0.46

Total 339 102 539 676 0.52

WTP And HouseholdIncome

Annual WTP perhouseholdis Rs. 339 and it is 0.85% of household income (Table 11). It is
as high as 1.9% for households in urban-poor group. The percentage WTPto income is 0.78 %
for non-poor households. There are reasons to believe that the conventional method of estimating
higher percentage of income as WTPfor non-poor groups is perhapsnot in consonance with the
expressed WTP.
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Table 11

AnnualExpenditure and Willingness To Pay for Water asPercentageof Income - Baroda

HH Income
Group (Rs.)

Total Annual
WTP (Rs./HH)

WTP As % Of
Household
Income

% Expenditure To HH Income

Municipal &
Non-Municipal

Municipal,
Non-
Municipal
And Time
Spent

Upto 1500 275 1.9 0.36 2.08

1501+ 352 0.78 1.44 1.68

Total 339 0.85
—-.,-.——

1.36
~

1.70
•~

~nnuai WI? - ID intereston connectionchargeplus watercharge.

ResponseTo IncreaseIn Water Charges

Householdswith houseconnectionwere askedhow they will respondif monthly chargeswere
increasedwithout any increasein water supply level. As many as 79% of householdshave
expressedthat they would continue to use the houseconnectionevenif the monthly chargeis
increasedfrom the presentRs.8to Rs. 25 per household(Table 12). It is 75% amongthe poor
group.It canbe concludedthat at presenta very largeproportionof the householdsare willing
to pay 25 per monthfor houseconnection(80%). Thereis no major differencebetweenpoor
and non-poorhouseholdson this aspect.

Table 12
Responseto Increase in Monthly Water Charges / Taxes - Baroda

Monthly
Household
Income Group
(Rs.)

Per Household
Present Charge/Tax
(Rs./M)

% HouseholdsWho Would Continue To
Use If It Is IncreasedTo (In Each Class)~

.

RS./M
25

RS./M
40

RS./M
60

Upto 1500 6.7 75.0 6.0 6.2

1501 + 8.5 80.8 41,1 9.5

Total 8.2 79.8 35.1 8.9

~Among households with connection
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SANITATION

Type of Service

Accessto sanitationserviceto thehouseholdshasbeenanalyzedin termsof individual sewered,
sharedseptictank/soakpit and public toilets (Table 13). A very largeproportionof the poor
householdsdon’t haveaccessto seweredtoilets (84%).About 13%usesharedtoilets. Little over
31 % of householdsin thepoorgrouphaveno accessto sanitationfacility and 28 % of them have
constructedtheir own soak pits. Access to sanitation service for the poor is far from
satisfactory.

Table 13
Distribution of Householdsby Sanitation Systemand Income - Baroda

Monthly HIT
Income
Group (its.)

% Of Households

Individual
SeweredToilet

Shared
Toilet

Septic
Tank!
SoakPit

Public
Toilet

Nil

Upto 1500 15.6 12.5 28.1 9.9 31.3

1501 + 72.7 14.9 11.1 1.0 0.9

Total 63.0 14.5 14.0 2.5 6.0

WIT FOR SANITATION

WTP for sanitationhas been estimated in terms of one time connectionchargeand annual
drainagetax. Only 28% areWTP connectionchargeand the amountper household is its. 597
(Table 14). Most of the households are WTPannual drainage tax (94%) and it works out to be
Rs. 254 per household.Annual WTP is estimatedto be its. 144 among all households.

WTP for sanitationhasbeen analyzed in terms of poor and non-poor households. It is Rs. 115
perpoor household.Among householdswith monthly incomebelow Rs.1500. 72% are ready
to payconnectionwhereas,thecorrespondingfigure is 22% for householdswith monthly income
aboveRs. 1500. This is becausethe non-poorgroupalreadyhasaccessto seweredtoilet facility
(73%).

J2~-



a,



I I

HH
Income
Group
(Rs.)

Connection Charge* Annual Drainage
Tax*

Total
Annual
Charge
Rs./IllI~

% HI!
With
Sewerage
Connectio
n

Upto
1500

71.8 289 96.9 72 115 15.6

1501 + 21.6 136 93.4 130 150 72.7

Total 27.15 161 94.0 120 144 63.0

* Among all households

‘p” 15%of connection charge plus

WTP And Household Income

drainagetax.

WTP for sanitationaspercentageof householdincomeis 0.36 (Table 15). It is very low. Study
of percentageWTP to incomefor poor/non-poorgroupsrevealsthat it decreaseswith increase
in income. PercentageWTP for sanitationand water supply is 1.21 of householdincome.It is
high (2.7%) for householdsfor with low monthly incomebelow Rs.1500 and only 1.11% for
non-poorhouseholds.Monthly WTP for waterand sanitationis Rs. 32 pe~householdfor poor
and Rs. 42 for non-poorhouseholds.

Table 15
Willingness To Pay for Water and Sanitation by Household Income

Household
Income Group
(its.)

WTP As PercentageOf Income Monthly WTP
For Water
And
Sanitation
Rs./HII

Water Sanitation Total

Upto 1500 1.90 0.80 2.70 32

1501 + 0.78 0.33 1.11 42

Total 0.85 0.36 1.21 40

Table 14
Willlngnessto Pay (WTP) for Sanitation Sector by Household Income Group - Baroda
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COMMUNITY BASED APPROACH

Previous sections provide quantitative data regarding urban poor’s WTP. Tn this section,some
community basedapproachesfor accessingbasic servicesin low incomeareasof Barodahave
beendocumented.

Bore

Jawaharnagaris aquasi-legalrow housingsocietyconstructedon anurbanland ceiling act land
established15 years ago. Original owner had divided his farm into small plots and sold it
illegally. Ten years ago, electricity wasextendedin this colony. Water supply was a major
problem.AU 38 plot holderscontributedP.s. 600 eachand constructeda boreand distribution
system. The communitybore is managedby a committeeof five persons.Monthly electricity
bill of P.s. 300 is sharedby different households(Rs. 10 to 15 perhouseholds).

The community has also contributed for two paid public standposts. Most houses have
constructedtheir own soakpits for the toilets. It cost them betweenP.s. 1200 to P.s. 2000 per
house.

This community is willing to pay for individual watersupply connection.They arenot ableto
obtainthe necessarypermissionasit is an unauthorizedcolony. Collector’s office is not issuing
theNo ObjectionCertificate.They areWTP Rs. 250 asconnectionchargeand Rs. 25 monthly
chargefor houseconnection.

Pald Standposts

It is often believedthat public standpostare free of cost. However,BMC chargesfor new
standposts.Many slum dwellershavepaid for the standposts.NavinagarSlum nearTandalja
Village have eight standposts.Thereis one standpostbetweenevery 15 - 1~8householdsin one
mohallaof 15 houses,paid P.s. 480 to BMC for the standpost.They also contributedP.s. 2000
for constructionof chokdiandsoakpits nearthestandpost.Eachfamily contributedP.s. 160 or
so. They pay P.s. 180 per yearto BMC for the standpost.

About 80 per centof the householdsin Navinagarislum haveelectric houseconnection.Four
yearsago, the Communitypaid P.s. 5400to GujaratElectricity Boardfor obtainingelectricity.
Eachfamily contributedRs. 600 for electricity.Thus, slumpeoplecanpayanddo pay for basic
urbanservicS.

Low Cost Infrastructure Financing

Low incomehouseholdsfind it difficult to obtain financefor shelterrepairsand infrastructure
improvements.Therefore,BarodaCitizens Council hasset up Community Savingsand Loan
Association(CSLA) in twentyslums of Baroda.It providesloansupto Rs. 1500 for construction
of low costtoilets andcommunityhandpumps.About 4000 personsaremembersof CSLA and
1600 of them haveobtainedloans. Householdsof P.amdevnagarSlum, Gotri havedecidedto
obtain a loan of P.s. 2500 per householdfrom CSLA and obtained houseconnectionand
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sewerage systemin their area.

Thesecasestudiesshow that urban poor householdsare WTPandpayingfor thebasicservices.

FIN)INGS AN]) POLICY IMPLICATIONS

a. Percentage annual municipal and non-municipal expenditure on water to incomefor the
poor is estimated to 0.36% which is less thanthe correspondingfigure for non-poor
households (1.44%).However, poor households are spending a lot of time for collection
of water. Womenand childrenare generallyinvolved in the collection. If opportunity
costof time spentfor water is Includedin thetotal expenditure,then it works out to be
2.08%of incomewhich is higherthanthecomparablefigurefor thenon-poorhouseholds
(1.68%).Emphasisof theprogramto improveaccessibilityto theurbanservicesfor the
poorshouldbe on decreasingtime for watercollectionand appropriateutilization of the
time saved.

b. Major proportionof theurbanpoorhouseholdsareWTP for improvedstandpost(85%).
Urbanpoor’s WTP for houseconnectionis Rs. 275 and it is threetimes thepresentof
municipal watercharges.ExpressedWTP is 1.9% of the householdincome.

Ratio of annualWTP to total expenditureis higherfor thepoorhouseholdscomparedto
the non-poorgroup. Urbanpoor areWTP for improvedaccessto watersupply.

c. Urban poor householdsare also WTP for improved sanitation. However,expressed
annual WTPfor this serviceis only Rs. 115 per household, which is very low.

d. A number of community based low cost infrastructure systems have been adopted by the
low income households in the city. Baroda Citizens Council has introduced a very
innovativeschemeof communitybasedinfrastructurefinancing scI~eme.It is necessary
to learnfrom theseexperiencesand explorethe possibility of replicatingthem.
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November 06, 1995 1

Dr. Ineke Van Hoff
-r

International Water and
Sanitation Center
P.C. Box 93190
2509 AD The Hague
Netherlands

Dear Dr. Hoff,
—, .t-~—-

I am working on, Financial Institutions Reform and Expansion
Program, Debt Market Component (FIRE) supported by IISAID as a
consultant. One of the objectives of the program is to improve
financial efficiency of urban water supply, sanitation and solid
waste services through accessing capital markets. A brief note on
the project is enclosed for your information.

I have recently completed a study on Willingness to Pay ~or Water
Supply and Sanitation in Barcda. Two papers based on this study are
enclosed for your comments. The study was sponsored by HUDCOand the
Institute of Housinc Studies, Netherlands.

:~ind1y send us some background information recarding your center.

Sincerely,

-~

Chetan Vaidya
Urban Management Advisor

Community Consuluing Iriternanonal, Washington DC, JSA
‘rni,cr Otficc~ E-3/-i. \asan Vihar, New Delhi-I 10 1)57. INDIA. Telephone ~)l-I 1-603S51/607402Fa.’ ~)1-1l-(i88l-1(0
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