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Three case studies coordinated by IDDRI and IRD have analysed the distribution of the costs of water
services and revealed unknown determinants: local governance, policy choices, management efficiency and
territorial anchorage in particular. Having shed light on these elements, the next step will be to conduct a
systemic analysis to ensure the viability and effectiveness of appropriate financing schemes.

Between 2009 and 2015, IDDRI coordinated three studies on the extension of water services in Niger, Vientiane
(Laos) and Casablanca (Morocco), which were led respectively by the French Development Agency (AFD), the
GRET and the Institut de recherche pour le développement (IRD), in partnership with local operators.



http://www.afd.fr/jahia/webdav/site/afd/shared/PUBLICATIONS/RECHERCHE/Scientifiques/Focales/04-Focales.pdf
http://www.gret.org/wp-content/uploads/Couv_doc_rassembl%C3%A9s.pdf
https://www.iddri.org/en/publications-and-events/issue-brief/real-cost-basic-service-provision-and-its-sharing
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The initial hypothesis of this programme was that beyond the funding requirements for urban infrastructure, cost
sharing arrangements for these services are crucial for their viability. The objective was therefore to explore the
distribution of costs between actors, its financial, social and political sustainability and its governance. Indeed, in the
early 2000s, the OECD doctrine advocated for the cost of water to be supported by a combination of tariffs, taxes
and financial transfers, i.e. being distributed among users, taxpayers and national or international public authorities.
This economic model was intended to ensure sustainable cost recovery. However, few empirical studies have shown
this to be the case in the field: cost formation, sharing arrangements and their long-term evolution remain unclear.

The three studies conducted with and among operators enabled the collection of empirical data based on actions
carried out in the field. Beyond the theoretical financing plans, they revealed elements of the real costs of operations.
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Lessons from developing cities

The three case studies relate to situations where operators are engaged with the support of donors in water network
expansion processes. However, local particularities and contingencies of empirical research have led to different but
complementary results.

1. Balance and evolution of cost sharing in Niger
The first study in Niger focused on the balance and evolution of cost sharing in the country’s urban water sector.
It showed that having a lease contract enables a distinction to be drawn between the funding of exploitation by
tariffs and that of infrastructure investment through domestic and international transfers. In addition, equalization
among different user types enabled the distribution of costs in a country where the majority of the population have
low incomes. The sustainability of cost sharing therefore derives from political choices.


https://www.iddri.org/en/publications-and-events/issue-brief/real-cost-basic-service-provision-and-its-sharing
https://www.iddri.org/en/publications-and-events/study/access-basic-services-developing-countries-heart-urban-policies
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2. Financing of services in Vientiane
The second study conducted with the public operator of Vientiane’'s water services concentrated more on the
institutional dimension of financing services. Firstly, it appears that governance and the local political economy
strongly influence financial decisions, jeopardizing sector reform and the necessary tariff adjustments for the
viability of the service. Secondly, the internal functioning of the operator, the scattering of projects and institutional
inertia largely prevent the improvement of the management efficiency of existing funds.

3. Exogenous cost drivers in Casablanca

Finally, the study of the private company LYDEC in Casablanca highlighted exogenous cost drivers. Following the
observations that operator conduct on the ground is facing an informal urbanization and that there is a lack of
coordination of territorial actors, the study concluded that these intervention conditions generated “additional
costs” or “hidden costs”. These negotiation and transaction costs are actually borne by the operator, but they also
lead in parallel to collective coordination benefits for the governance of the territory. As they are unplanned, they
are not integrated with ex ante financing plans, however, they cannot be avoided and therefore threaten viability.

Scientific and operational perspectives

Funding of basic services

Beyond the specific results of case studies, this research programme has enriched the debate on the funding of
basic services in developing cities. Above all, they show that the issues of funding, cost distribution and governance
are intrinsically linked. This interdependence occurs at the level of the development of each grid extension or
reinforcement project, of the reform of an operator or a specific sector, and of the territorial scale depending on local
urban dynamics.

Cost analysis of basic services

Moreover, it appears that endogenous and exogenous factors are interfering with project progress. While operators
face this on a daily basis, at present there is no systemic analysis framework to anticipate and therefore identify
potential resource pools. The adaptation of the concept of the cost of basic services that would integrate its unknown
or ignored components such as the costs of negotiation, transaction, coordination, etc., remains incomplete. An ad
hoc methodological framework based on empirical data would bring some elements of knowledge and analysis
enabling the improvement of public decision-making, project development by donors, and action in the field. Budgets
prepared on the basis of purely technical and managerial considerations are therefore far from the actual costs of
conducting operations. Opening this black box of costs, acknowledging its determinants, identifying resource pools
and integrating them into financing plans would be making a start in the improvement of service supply capacity.

Basic services and SDGs

Finally, this issue is obviously very topical in relation to the implementation and financing of the Sustainable
Development Goals (SDGs) in a predominantly urban world. The search for a suitable methodology and additional
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data could help to ensure the conditions for sustainable access to basic services.

VILLES ENJEUX SOCIAUX BASIC SERVICES



