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Pricing determinants in the water and sanitation sector: 
A quick view of heterogeneity in Latin America and the Caribbean

Informative note

Primary factors influencing prices 
in the water and sanitation sector
The dual paradigm of water as a finite resource and a human right has multiple international 
precedents. The Dublin Statement on Water and Sustainable Development, established at the 
1992 International Conference on Water and the Environment (ICWE), recognized the “social and 
economic value [of water] in all its competing uses” (ICWE, 1992). The First Principle of the Rio 
Declaration on Environment and Development, a short document produced by the 1992 United 
Nations Conference on Environment and Development, implicitly states that humans are entitled 
to a safe and su�cient amount of water for "a healthy and productive life in harmony with 
nature" (Dinar, Pochat, & Albiac-Murillo, 2015). More recently, ensuring universal access to clean 
and a�ordable water was articulated as number six of the 17 mandates of the UN’s Sustainable 
Development Goals (SDGs) for 2030. This emphasis on water as a human right can characterize 
access as the bare minimum level for human consumption. Still, additional nuances associated 
with the non-economic value of water, often valued for its role in cultural, religious, and social -- 
rather than commercial -- activities, make guaranteeing access an important goal (UNESCO, 
2021). 

The dual nature of water as a finite resource and as a basic human right creates a tension that 
presents important implications for water pricing. Water tari�s are a key tool used by 
policymakers to create incentive structures that promote e�cient use; at the same time, they 
can create barriers to access and ignore water’s socio-cultural value if not calibrated properly. 
This conflict between pricing to reduce over-consumption and to guarantee accessibility 
exposes the di�culty of optimizing residential water pricing, and the importance of progressive 
tari� structures in building more resilient communities. 

Water policymakers view tari�s as an instrument to balance various objectives, such as 
e�ciency, equity, cost recovery, and environmental preservation. However, these competing 
objectives mean that e�ective water tari� structures must be acutely customized to local 
contexts, a reality that is especially pertinent to Latin America and the Caribbean (LAC) due to 
its geographic and temporal heterogeneity in terms of water availability and demand. Prices can 
also be influenced by other factors. Four primary factor categories were identified as influential 
to water prices based on a comprehensive review of the price determination literature: (1) 
environmental factors, (2) urban factors, (3) political and ideological factors, and (4) 
management and institutional factors. The present brief examines how these factors 
theoretically impact pricing and what their status is throughout LAC, with the ultimate goal of 
providing a framework for future research.

El doble paradigma del agua como recurso finito y derecho humano tiene múltiples precedentes 
internacionales. La Declaración de Dublín sobre el Agua y el Desarrollo Sostenible, establecida 
en la Conferencia Internacional sobre el Agua y el Medio Ambiente (CIAMA) de 1992 reconoció 
el "valor social y económico [del agua] en todos sus usos competitivos" (CIAMA, 1992). El 
Primer Principio de la Declaración de Río sobre el Medio Ambiente y el Desarrollo, un breve 
documento producido por la Conferencia de las Naciones Unidas sobre el Medio Ambiente y el 
Desarrollo de 1992, establece implícitamente que los seres humanos tienen derecho a una canti-
dad segura y suficiente de agua para "una vida sana y productiva en armonía con la naturaleza". 
(Dinar, Pochat, & Albiac-Murillo, 2015). 

Más recientemente, garantizar el acceso universal al agua limpia y asequible se articuló como el 
número seis de los 17 mandatos de los Objetivos de Desarrollo Sostenible (ODS) de la ONU para 
2030. Este énfasis en el agua como un derecho humano puede caracterizar el acceso como el 
nivel mínimo para el consumo humano. Sin embargo, matices adicionales asociados con el valor 
no económico del agua, a menudo valorada por su papel en actividades culturales, religiosas y 
sociales antes que comerciales, hacen que garantizar el acceso sea un objetivo importante 
(UNESCO, 2021). 



Teniendo en cuenta el ODS #6 en el contexto actual de 
aumento de la disponibilidad de agua, la gestión eficaz 
de los recursos hídricos es esencial para garantizar 
sistemas de agua resilientes. Desde una perspectiva 
económica, la gestión de los recursos hídricos puede 
adoptar la forma de políticas del lado de la oferta, tales 
como la expansión de los sistemas de infraestructura 
hídrica o la incorporación de nuevas fuentes, y políticas 
del lado de la demanda, que pueden clasificarse en 
políticas no relacionadas con la fijación de precios, como 
campañas de educación e información para desalentar 
el consumo excesivo de agua, y políticas de fijación de 
precios. Las soluciones del lado de la oferta pueden 
ser costosas y requieren un horizonte a largo plazo. En 
consecuencia, las políticas del lado de la demanda han 
ganado popularidad, especialmente porque se consider-
an una solución "sin remordimientos" para abordar la 
escasez de agua, es decir, una opción que generaría 
beneficios sociales con bajos costos de capital, incluso 
en ausencia de impactos del cambio climático. (Bates, 
Kundzewicz, & Wu, 2008).

Entre las opciones del lado de la demanda, las políticas 
de precios han ido ganando popularidad desde la 
década de 1990 (Dinar et al., 2015). Los formuladores de 
políticas han llegado a ver el diseño de tarifas de agua 
como un instrumento importante para equilibrar los 
objetivos competitivos de la gestión del agua: eficiencia, 
equidad, recuperación de costos y preservación del 
medio ambiente. Dado que este complejo proceso se ve 
fuertemente afectado por múltiples factores, no existe 
una estrategia de precios que funcione en todos los 
contextos. Esta observación es especialmente relevante 
en el caso de América Latina y el Caribe (ALC), ya 
que los países de esta región pueden ser altamente 
heterogéneos en varios aspectos clave para estructurar 
las tarifas del agua.

Además de los objetivos de gestión del agua antes men-
cionados, hay otros factores que pueden desempeñar un 
papel en la determinación de precios. Este documento 
ofrece una breve discusión orientada a la investigación 
de los factores que afectan los precios del agua, como 
se identifica en la literatura de economía del agua 
(González-Gómez & García-Rubio, 2018) y el estado de 
estos factores en la región. Entendiendo que los precios 
no se fijan en el vacío, enumeramos cuatro factores que 
son particularmente sobresalientes en esta discusión: 
factores ambientales, urbanos, ideológicos y políticos, y 
de gestión e institucionales. Los dos primeros factores 
afectan la tarificación del agua debido a su impacto 
directo en el costo del suministro de agua, mientras que 
los factores ideológicos y políticos y los de gestión e 
institucionales representan fuerzas externas que afectan 
la fijación de precios, incluida la conveniencia política, 
el grado de supervisión institucional y la estructura 
de gestión. Aunque esta discusión no pretende ser 
exhaustiva, contextualiza una serie de preguntas de 
investigación para enmarcar la agenda del equipo de 
conocimiento de WSA sobre precios del agua y sanea-
miento.

1. Factores ambientales
Desde el punto de vista de la racionalidad económica, 
los factores ambientales desempeñan un papel crucial 
en la determinación de los precios del agua. La precip-
itación anual y la variabilidad estacional son variables 
clave que influyen en la disponibilidad de agua y 
contribuyen a su escasez. Esta escasez, a su vez, a 
menudo conduce a la aplicación de precios más altos 
del agua por unidad de volumen debido a la escasez 
del recurso, el aumento del costo de provisión y el 
objetivo de fomentar su uso eficiente.
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Figure 1:  Distribution of Renewable Internal Freshwater Resources per Capita by Region
Source: FAO AQUASTAT Core Database (FAO, 2021). 

Distribution of Renewable Internal Freshwater Resources per Capita by Region

Considering SDG #6 in the current context of increasing 
water availability, e�ective water resource management 
is essential to ensure resilient water systems. From an 
economic perspective, water resource management can 
take the form of supply-side policies, such as the 
expansion of water infrastructure systems or the 
incorporation of new sources, and demand-side policies, 
which can be further categorized into non-pricing, such 
as education and information campaigns to discourage 
water overconsumption, and pricing policies. 
Supply-side solutions may be costly and require a 
long-time horizon. Consequently, demand-side policies 
have gained popularity, especially as these are 
considered a "no regrets" solution to address water 
scarcity, that is, an option that would generate social 
benefits with low capital costs, even in the absence of 
climate change impacts (Bates, Kundzewicz, & Wu, 
2008).

Among demand-side options, pricing policies have 
become increasingly popular since the 1990s (Dinar et 
al., 2015). Policymakers have come to view water tari� 
design as an important instrument for balancing the 
competing objectives of water management: e�ciency, 
equity, cost recovery, and environmental preservation. 
Since this complex process is strongly a�ected by 
multiple factors, there is no one pricing strategy that 
works in all contexts. This observation is especially 
relevant in the case of Latin America and the Caribbean 
(LAC), as the countries in this region can be highly 
heterogeneous in several aspects key to structuring 
water tari�s. 

There exist other factors that may play a role in price 
determination apart from the abovementioned water 
management objectives. This document o�ers a brief 
research-oriented discussion of factors a�ecting water 
prices, as identified in the water economics literature 
(González-Gómez & García-Rubio, 2018), and the status 
of these factors in the region. Understanding that prices 
are not set in a vacuum, we enumerate four factors that 
are particularly salient in this discussion: environmental, 
urban, ideological and political, and management and 
institutional factors. The first two of these factors a�ect 
water pricing because of their direct impact on the cost 
of water provision, while ideological and political factors 
and management and institutional factors represent 
external forces that a�ect pricing, including political 
expediency, degree of institutional oversight, and 
management structure. Although this discussion is not 
meant to be exhaustive, it contextualizes a series of 
research questions to frame the WSA knowledge team's 
agenda on water and sanitation prices.

From an economic rationality point of view, 
environmental factors play a crucial role in determining 
water prices. Annual precipitation and seasonal 
variability are key variables that influence water 
availability and contribute to scarcity. Scarcity, in turn, 
often leads to the implementation of higher water prices 
per unit volume, due to the scarcity of the resource, 
increased cost of provision, and the management 
objective of encouraging e�cient use.  
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Figure 3: Seasonal Variation by Hydrological Sub-basin
Computed for the Period 1960-2014
Source: Authors’ own elaboration using data from the 
World Resources Institute’s Aqueduct 3.0

While LAC holds around 33% of the world’s renewable 
freshwater and has 22,342 m3 in annual renewable 
freshwater resources per capita, distribution of these 
water resources is not uniform. Precipitation is often 
highest in areas that have low population density and 
demand. In contrast, areas with high population density 
often experience very low annual precipitation or 
uneven rainfall throughout the year, making them 
susceptible to droughts, despite reasonable yearly 
precipitation averages. 

Figure 2 lists LAC countries by the Drought Risk 
classification based on the indicator computed by the 
World Resources Institute. This Drought Risk Indicator 
ranks countries based on the likelihood of drought 
occurrence, the level of population and assets’ exposure 
to the drought, and the vulnerability of the population 
and assets to its e�ects for the period 2000-2014 
(Hofste et al., 2019). This measure considers not only 
drought hazard, but also the extent to which drought 
risk a�ects countries from a social and economic 
perspective. Most of the region’s countries fall into the 
medium to medium-high drought risk categories. 
However, viewing data at a country level hides 
important variation at the subnational level. For 
example, Chile has 55,640 m3 per capita per year of 
renewable freshwater resources, but resource 
distribution varies widely throughout the country; the 
sparsely populated southern portion of the country 
enjoys water availability of more than 2 million m3 per 
capita, while the northern portion has a water 
availability of only 510 m3 per capita (OECD, 2017). 

Mexico’s four largest basins cover 10% of the country's 
geographic area but capture 50% of annual average 
flow volume (Guzmán-Arias, 2016; OECD, 2017). 
Looking at sub-national water stress throughout LAC 
reveals that over 35% of the population lives in areas 
with high water stress (Libra, Collaer, Datshkovsky, & 
Perez Urdiales, 2022).

Water pricing is usually determined regionally or locally, 
meaning that this sub-national variation in water stress 
is important to consider. Local pockets of water stress in 
areas with high levels of industrial, agricultural, or 
human demand, such as northwestern Mexico, northern 
Chile, and northeastern Brazil, often result in higher 
water prices or in water tari� structures aimed to 
discourage over-consumption, such as increasing block 
tari�s.

Variation in water availability across time may also 
impact pricing, as it generates several water manage-
ment challenges. Seasonal variation in precipitation 
means that water managers and policy makers must 
balance a variable water supply with a relatively consis-
tent demand, a challenge that can become especially 
di�cult in areas with large populations and long dry 
seasons. Seasonal variation also adds pressure on 
storm-management infrastructure. Flooding during the 
wet season and high sediment loads in runo� after long 
dry periods can damage drainage infrastructure and 
create water quality problems. These negative e�ects 
can result in higher prices due to higher costs of water 
provision. 
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Source: Authors’ own elaboration using data from the FAO’s Aquastat

Seasonal variability and its impact on water pricing is 
highly heterogeneous throughout LAC. High seasonality 
is observed in the sub-region of Mexico, Central 
America, and the Caribbean, where 49.3% of stream 
flow takes place between August and October, and only 
7.3% from February to April. Seasonal rainfall variability 
is less pronounced in South America, but is still relevant: 
34.6% of stream flow occurs between May and July, and 
17% between November and January (Libra, Collaer, 
Datshkovsky, & Pérez-Urdiales, 2022). This variability 
can be reflected in the choice of water tari� structure, as 
in Chile. There, the usual structure is a uniform rate, but 
they implement an Increasing Block Tari� structure 
during the summer months to prevent 
overconsumption.

Another important environmental factor in water pricing 
is the proportion of water supply that comes from 
groundwater sources versus surface water sources 

(Martínez-Espiñeira, García-Valiñas, & González-Gómez, 
2012). This directly impacts the cost-of-service 
provision; however, the magnitude and direction of 
impact depends on the local situation. For example, 
surface water is more susceptible to contamination and 
therefore requires more intensive treatment than 
groundwater, while groundwater requires energy for 
pumping, which represents a substantial cost. Energy 
costs for pumping groundwater depend on water table 
elevation and local aquifer characteristics, while surface 
water treatment costs vary depending on seasonal 
variability in rainfall, local soil types, and local land use 
paradigms. 

While most of the available water in LAC is surface 
water, there is a data gap with respect to the extent to 
which water utilities depend on groundwater.
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Figure 5: Evolution of the % of Urban Population by Country for the Period 1950-2018
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3. Ideological and political factors

LAC has experienced rapid urban growth in recent 
decades. The region contains four of the world's 20 
cities with more than 10 million inhabitants and has 
numerous emerging small and mid-sized cities. 
Consequentially, around 80% of LAC’s population lives 
in urban areas, and this increasing urbanization has 

important ramifications for water provision and water 
pricing. On the one hand, as the size of cities increases, 
average cost of service decreases due to economies of 
customer density and scale. On the other hand, 
providing water to a larger population implies a larger 
distribution network, exposing service providers to 
higher network maintenance costs and increasing the 
system’s vulnerability to losses.

As seen in Figure 6, the population is not evenly 
distributed among countries, and while population 
densities are generally low, especially in the Southern 
Cone, there exists a huge amount of variation 
sub-nationally. For instance, Brazil’s Amazonian states 
are among the least densely populated regions in the 
world, whereas coastal states are some of the region’s 
most densely populated. Caribbean countries, such as 
Barbados, Haiti, Jamaica, and Trinidad and Tobago, 
show the highest population densities. While these 
countries have high annual rainfall, the high population 
density leads to low per capita water availability; 
consequently, water prices may be higher. Significant 
cost-benefits provided by economies of scale balance 
against the lower water availability per capita, making 
the magnitude and direction of population densities’ 
impact on prices di�cult to determine and highly 
location specific. 

Ideological and political factors have a significant e�ect 
on pricing. The political viability of adjusting water 
prices is heavily influenced by public perception and the 
idea that water is a fundamental human right, which is 
codified in many countries throughout the region.

Public perception of water prices may a�ect the political 
feasibility of water price reforms in multiple ways. 
Generally, there is a pervasive appreciation of water as a 
necessity combined with an overarching lack of 
prioritization of water services or consumer awareness 
of costs. Results from the 2018-2019 
AmericasBarometer survey, which captures public 
opinion throughout Latin America on a suite of issues, 
suggest that water is a salient issue in the eyes of 
respondents in the region compared to other 
infrastructure categories, yet less than 10% of 
respondents per country prioritize it (Figure 8). 
Moreover, when asked how much they would be willing 
to pay for water services, most respondents would 
prefer to pay less; this result is consistent across 
samples and years (Gomez-Vidal & Cabezas Navarro, 
n.d.; Gomez-Vidal, Machado, & Datshkovsky, 2021). 
Di�erent groups of water consumers may have 
divergent preferences and interests regarding prices 
(Hall, 2009). High-volume consumers may tend to 
support tari� structures that allow for static or 
decreasing prices per unit volume as consumption rises, 
such as a fixed charge, uniform volumetric tari�s, or 
decreasing block tari�s. In contrast, consumers who are 
more environmentally or socially aware may favor a 
pricing structure that privileges conservation and 
equity, such as increasing block tari�s.
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Recent evidence has suggested that voters do not 
prioritize water services, and including them in 
campaign platforms does not increase voters’ interest in 
candidates (Huberts, Machado, & Kearney, n.d.). This is 
further exacerbated by a set of results that suggests 
that consumers often lack information or awareness 
about their water bill (Perez Urdiales, Libra, Machado, 
Serebrisky, & Solis Sosa, 2022), or who to hold 
accountable for  (Gomez-Vidal et al., 2021). In 
combination, these results would suggest that, given 
consumers’ lack of information and lower prioritization 
of water services, adjustments to water pricing would 
not be highly politicized. 

However, the Latin American region has stood out for its 
tradition of water conflicts. The Cochabamba Water 
War of 2000 might be the most popular water conflict 
in Latin America, but protests over water access and 
provision models have been recurrent in the region 
(Spronk, Crespo, & Olivera, 2012). Larocque (2020) 
o�ers a comparative analysis of water conflicts in four 
countries between 2000 and 2011. This analysis 
suggests that mobilization for water access can be the 
result of water scarcity, but is also sometimes a 
response to political promises to increase water 
coverage levels, which raise expectations among the 
general population. At the same time, specific strategies 
such as privatization often prompt di�erent reactions 

from civil society, as the number of protests based on 
privatization varies greatly and is often lower than other 
causes, such as water coverage and competing water 
demands (Larocque, 2020). 

The varied reasons for these protests reflect the 
multidimensional nature of water access and water 
justice. Water-related protests can result from water 
scarcity (Bolivia), unequal distribution of water access 
(Ecuador), or the potential impact of other industries, 
such as mining, on water supply (Peru). Ultimately, 
protests focused on water are broader than service 
pricing, but water pricing can play an instigating role, as 
in the case of the 2000 Cochabamba Water War. 
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Box 1: The 2000 Cochabamba Water War and the Role of Prices

4. Management and institutional 
framework

Desde una perspectiva política, la tarificación del agua 
también puede estar influenciada por la ideología del 
partido gobernante, y dicho efecto puede ser dispar 
dentro de las posiciones ideológicas. Las áreas gober-
nadas por partidos de izquierda con una agenda de 
cambio climático podrían recurrir a precios más altos 
del agua para promover la conservación (Valero, 2015). 
Pero por el otro lado, los partidos de izquierda también 
pueden tener un mayor grado de preocupación social, y 
favorecer precios artificialmente bajos del agua para 
asegurar el acceso al consumo básico de agua. (Her-
rington, Newborne, & Saade-Hazin, 2003; Martínez-Es-
piñeira et al., 2012). En términos más generales, el tipo 
de régimen también desempeña un papel en la fijación 
de precios del agua, ya que se ha argumentado que es 

más probable que los gobiernos democráticos promue-
van la eficiencia productiva de los proveedores. 
(Krause, 2010), lo que puede llevar a menores precios 
del agua. En contraste, algunos también han argumen-
tado que los servicios de agua pueden ser vistos como 
un instrumento político para el clientelismo en los siste-
mas democráticos. (Foster, 2005). 

4. Gestión y marco institucional
Los marcos institucionales y las estructuras de gestión 
son elementos clave en la tarificación del agua. Algunos 
de los factores que dan forma y determinan estas 
estructuras son los derechos de agua, las estructuras 
regulatorias, la (des)centralización política, los servicios 

In 2000, Bolivia granted the concession for water provision to the international conglomerate 
“Aguas del Tunari”. Once established, the conglomerate decided to increase tari�s between 
30% and 300%. This decision, along with additional policies oriented to privatizing water 
access (like Ley 2029), made the new model of water provision socially and politically unvi-
able. As a result, public opinion increasingly questioned the transparency of these agreements, 
and civil society from urban and rural areas mobilized in what we know as the “Cochabamba 
water war” (Ducci, 2007; Sauras, Lill & Bertelli, 2015).

The protests gathered hundreds of thousands of citizens and resulted in the death of one 
protester. The protests successfully stopped the implementation of the tari� increases, and the 
concessions were cancelled within less than five months, with control being returned to local 
authorities. The protests also triggered additional protests that led to the ousting of other 
private companies from the sector, like Aguas del Illimani S.A., which provided services in El 
Alto and La Paz (Ducci, 2007).

From a political perspective, water pricing may also be 
influenced by the ruling party’s ideology, and such 
e�ect might be disparate within ideological positions. 
Areas governed by left-wing parties with a climate 
change agenda might resort to higher water prices to 
promote conservation (Valero, 2015). On the other hand, 
left-wing parties may also be more socially concerned, 
favoring artificially low water prices to ensure access to 
basic water consumption (Herrington, Newborne, & 
Saade-Hazin, 2003; Martínez-Espiñeira et al., 2012). 
More broadly, regime type also plays a role in water 
pricing, as it has been argued that democratic 
governments are more likely to promote productive 

e�ciency of providers (Krause, 2010), which can foster 
lower water prices. In contrast, some have also argued 
that water utilities may be seen as a political instrument 
for clientelism in democratic systems (Foster, 2005).

Institutional frameworks and management structures 
are a key element in water pricing. Some of the factors 
that shape and determine these structures are water 
rights, regulatory structures, political (de)centralization, 
utilities, government capacity, and regime type. 



públicos, la capacidad del gobierno y el tipo de régimen. 
La heterogeneidad de estructuras y políticas en América 
Latina y el Caribe hace que sea particularmente difícil 
identificar la dirección y la magnitud con respecto a 
estas dimensiones y la tarificación del agua.

Por ejemplo, varios países de la región han codificado en 
su constitución que el acceso al agua es un derecho 
humano, y el agua para consumo debe priorizarse en su 
distribución entre usos, pero la implementación y el 
cumplimiento de políticas que garanticen el acceso al 
agua varían sustancialmente entre los distintos niveles 
de gobierno de un país y también entre un país y otro. El 
marco legal para la gestión del agua también tiene un 
fuerte impacto sobre el efecto que los factores políticos 
e ideológicos tienen en la tarificación del agua, ya que 
determina las entidades responsables de aprobar las 
tarifas del agua y las estructuras tarifarias. El nivel 
gubernamental de estas entidades, ya sean centraliza-
das o descentralizadas, a su vez, influye en el impacto 
de las fuerzas políticas o las realidades técnicas en los 
precios del agua. En términos generales, los países con 
marcos más sólidos que determinan y regulan los 
precios del agua en función de factores técnicos como 
costos de provisión, necesidades de eficiencia,  protec-
ción ambiental y equidad social, son menos vulnerables 
a la influencia política e ideológica.

Los países con gobiernos centralizados pueden tender a 
regular las políticas de agua, incluida la fijación de 
precios, a nivel nacional, mientras que los países federa-
les optan por delegar competencias a otros niveles de 
gobierno. Para algunos, esto podría representar una 
ventaja potencial, ya que pueden beneficiarse de una 
mejor comprensión de la heterogeneidad en la sensibili-
dad al precio dentro de un área geográfica específica. 
(Perez-Urdiales & Baerenklau, 2020). Sin embargo, no 
hay una relación directa entre la organización institucio-
nal y la política del agua en todos los países de ALC. En 
países federales como Argentina, Brasil o México, el 
gobierno central aún conserva un poder de decisión 
significativo sobre las reformas de la política del agua, 
pero delega las responsabilidades relevantes del agua 
en las autoridades estatales o locales. La organización 
institucional de la política hídrica en los gobiernos 
centralizados también es heterogénea. Costa Rica y las 
islas del Caribe tienen una toma de decisiones altamente 
centralizada en la política del agua, en tanto que países 
como Chile, Guatemala, Nicaragua o Perú han transferi-
do la mayoría de las funciones a niveles de gobierno más 
bajos. (Akhmouch, 2012).  

La arquitectura del estado y la distribución del poder es 
sólo una fuente de su efecto en la fijación de precios del 
agua. Como se mencionó en la sección anterior, el posi-
cionamiento ideológico de quienes gobiernan también 
puede tener un impacto directo en la tarificación del 
agua a través de un conjunto de decisiones. Por ejemp-
lo, estudios existentes sugieren que la ideología y el 
peso relativo de los partidos políticos en el espectro 
ideológico están asociados con si los servicios se 
contratan a nivel local. (Picazo-Tadeo et al., 2012; 
Alonso, Andrews, & Hodgkinson, 2016; Beuve & Le 
Squeren, 2016). 

Además de la localización del poder para formular, 
implementar y hacer cumplir las políticas hídricas dentro 
de los países, otra dimensión clave de los marcos 

institucionales y de gestión es la existencia de un organ-
ismo regulador y el alcance del trabajo de dicho organis-
mo. Por ejemplo, algunos organismos reguladores 
pueden establecer y supervisar el cumplimiento de las 
normas reglamentarias relativas a la prestación de servi-
cios únicamente para agua y saneamiento, mientras que 
otros pueden servir como organismos reguladores para 
los servicios públicos en múltiples sectores. Al mismo 
tiempo, el alcance de los organismos reguladores puede 
no incluir todas las etapas del ciclo del agua, ya que 
pueden tener poder sobre la prestación de servicios, 
pero no sobre la asignación de recursos hídricos. Esta 
descentralización puede afectar hasta dónde pueden 
llegar las estructuras tarifarias para lograr demandas 
competitivas, como mejorar la conservación del agua y 
al mismo tiempo garantizar la asequibilidad.

Una capa adicional de complejidad surge de la relación 
entre regulación y gobierno, y cómo eso puede afectar 
la fijación de precios del agua. Por ejemplo, muchos 
servicios públicos de agua y saneamiento en la región 
de América Latina y el Caribe son de propiedad estatal. 
Esto conduce a lo que tradicionalmente se conoce como 
"gobierno regulador del gobierno", un escenario en el 
que los organismos reguladores pueden encontrar resis-
tencia en los esfuerzos regulatorios o perder instrumen-
tos regulatorios debido a la influencia política (Peci et 
al., 2017). 

Shocks externos
Los factores discutidos anteriormente se identifican en 
la literatura como los principales determinantes de la 
variación en la fijación de precios del agua, pero no son 
exhaustivos. Shocks externos tales como los conflictos, 
las recesiones y las pandemias, también pueden influir 
en los precios del agua. El COVID-19, por ejemplo, ha 
tenido una serie de impactos en el uso y la fijación de 
precios del agua. El consumo de agua residencial 
aumentó a medida que las personas pasaban más 
tiempo en sus hogares y participaban más en medidas 
de seguridad intensivas en agua, como lavarse las 
manos. Al mismo tiempo, el uso de agua en sectores no 
residenciales como el comercial y el industrial disminuyó 
debido a los cierres de negocios y las medidas de 
confinamiento.

Las medidas de confinamiento también tuvieron un 
impacto económico negativo en amplios sectores de la 
población, exacerbando los problemas de asequibilidad 
del agua para muchos que ya se veían en dificultades 
para pagar el servicio. Para abordar este problema, 
muchas empresas de agua de la región ofrecieron mora-
torias temporales sobre los cortes del servicio de agua y 
exenciones de los pagos de las facturas a grupos de 
bajos ingresos.

Estas medidas de política y probables aumentos en la 
falta de pago tuvieron un efecto negativo en los 
ingresos de las empresas proveedoras de agua. Si bien 
los aumentos de precios pueden no ser factibles a corto 
plazo, pueden ser necesarios a largo plazo para mitigar 
la situación actual y crear resiliencia para enfrentar 
futuras crisis, como sequías extremas, fallas en la infrae-
structura clave u otras amenazas para la salud.
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External shocks

The heterogeneity of structures and policies in Latin 
America and the Caribbean make it particularly 
challenging to identify the direction and magnitude with 
respect to these dimensions and water pricing. 

For example, multiple countries in the region have 
codified in their constitution that access to water is a 
human right, and water for consumption should be 
prioritized in its distribution among uses, but the 
implementation and enforcement of policies that 
guarantee water access vary greatly across levels of 
government within and across countries. The legal 
framework for water management also has a large 
impact on the e�ect that political and ideological 
factors have on water pricing because it determines the 
entities responsible for approving water tari�s and tari� 
structures. The governmental level of these entities 
–whether centralized or decentralized– in turn, 
influences the impact of political forces or technical 
realities on water prices. Generally, countries with more 
robust frameworks that determine and regulate water 
prices based on technical factors such as provision 
costs, e�ciency needs, environmental protection, and 
social equity, are less vulnerable to political and 
ideological influence.

Countries with centralized governments may tend to 
regulate water policies, including pricing, at the national 
level, while federal countries choose to delegate 
competencies to other levels of government. For some, 
this could represent a potential advantage, as they may 
benefit from a better understanding of heterogeneity in 
price sensitivity within a specific geographical area 
(Perez-Urdiales & Baerenklau, 2020). However, there is 
not a direct relationship between institutional 
organization and water policy in all LAC countries. In 
federal countries such as Argentina, Brazil, or Mexico, 
the central government still retains significant 
decision-making power on water policy reforms, but 
these countries delegate relevant water responsibilities 
to state or local authorities. The institutional 
organization of water policy in centralized governments 
is also heterogeneous. Costa Rica and the Caribbean 
islands have  highly centralized decision-making in 
water policy, whereas countries like Chile, Guatemala, 
Nicaragua, or Peru have transferred most functions to 
lower government levels (Akhmouch, 2012).  

The architecture of the state and distribution of power is 
only one source of its e�ect on water pricing. As 
mentioned in the previous section, the ideological 
leaning of those in government can also have a direct 
impact on water pricing through a set of decisions. For 
example, existing work has suggested that ideology and 
the relative weight of political parties in the ideological 
spectrum is associated with whether services are 
contracted out at the local level (Picazo-Tadeo et al., 
2012; Alonso, Andrews, & Hodgkinson, 2016; Beuve & Le 
Squeren, 2016). 

In addition to the locus of power for formulating, 
implementing, and enforcing water policies within 
countries, another key dimension of institutional and 
managerial frameworks is the existence of a regulatory 
body, and the scope of that body’s work. 

For example, some regulatory bodies may establish and 
oversee the compliance of regulatory norms regarding 
service provision only for water and sanitation, while 
others may serve as regulatory bodies for public utilities 
in multiple sectors. At the same time, the scope of 
regulatory bodies may not include all stages of the 
water cycle, since they may have power over service 
provision, but not over water resource allocation. This 
decentralization may impact how far water tari� 
structures can go in achieving competing demands, 
such as improving water conservation while also 
ensuring a�ordability.   

An additional layer of complexity is introduced by the 
relationship between regulation and government, and 
how that can impact water pricing. For example, many 
water and sanitation utilities in the Latin American and 
the Caribbean region are state-owned. This leads to 
what is traditionally known as “government regulating 
government", a scenario in which regulatory bodies may 
encounter pushback on regulatory e�orts or lose 
regulatory instruments due to political incentives (Peci 
et al., 2017). 

The previously discussed factors are identified in the 
literature as the primary determinants of variation in 
water pricing, but they are not exhaustive. External 
shocks, such as conflicts, recessions, and pandemics, 
can also influence water prices. COVID-19, for example, 
has had a range of impacts on water use and water 
pricing. Residential water consumption increased as 
people spent more time in their homes and engaged 
more in water-intensive safety measures, such as 
handwashing. Simultaneously, water use in 
non-residential sectors such as commercial and 
industrial decreased due to business shutdowns and 
confinement measures. 

Confinement measures have also had a negative 
economic impact on large portions of the population, 
exacerbating water a�ordability issues for many who 
were already struggling to pay water bills. To address 
this problem, many water utilities in the region o�ered 
temporary moratoriums on water service cut-o�s and 
exemptions from water bill payments to low-income 
groups.

These policy measures and the likely increases in 
non-payment have had a negative e�ect on water 
utilities’ revenue. While price increases may not be 
feasible in the short run, they may be needed in the long 
run to mitigate the current situation and build resilience 
for confronting future crises, such as extreme droughts, 
the failure of key infrastructure, or other health threats.
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Box 2: COVID-19 Emergency Policies O�ered by Water Agencies in LAC

Final remarks

Environmental factors:

Urban factors:

 

Ideological and political factors:

 

Management and institutional framework:

1.

2.   

3.

4.   

Several water agencies in the region have implemented policies to support consumers during 
the COVID-19 pandemic. Aguas Andinas, the water utility in charge of water and sanitation in 
Santiago de Chile, o�ered a deferment of bills from March 2020 to December 2021 to residen-
tial consumers older than 60, who receive unemployment benefits, or fall within 80% of the 
economic vulnerability indicator set by the Ministry of Social Development. Residential 
consumers adopting this program will repay the accumulated amounts in equal installments 
during up to 48 months after January 2022. By July 2021, more than 15,000 households had 
benefited from the deferment (Aguas Andinas, 2022). 
 
SABESP, a Brazilian water utility, engaged in several actions to contain the spread of the Coro-
navirus and mitigate the negative economic impacts of resulting lockdown measures. SABESP 
installed public washbasins in socially vulnerable areas in São Paulo so that the population can 
wash their hands, and disinfected public spaces with a high concentration of people, health 
centers, and charitable restaurants in São Paulo Metropolitan area and approximately 300 
municipalities in inland and coastal regions. SABESP also exempted low-income households 
from paying water and sewage bills for three months and distributed more than 5,500 water 
tanks to households in poor neighborhoods (Butler, Pilotto, Hong, & Mutambatsere, 2020).

The interplay of institutional, political, economic, and 
social dimensions makes water pricing as a means of 
increasing e�cient use and equitable access 
challenging. While access to water is a human right, the 
disparate realities of the sector within and across 
countries make it essential to delve into these nuances 
to properly assess the best path forward. In past 
decades, many LAC countries have addressed these 
complexities by separating the functions of 
policymaker, regulator, and service provider 
(Bertoméu-Sánchez & Serebrisky, 2019). But there is still 
a governance deficit in the region’s water sector (Garcia 
de Durango, 2019), which can lead to arbitrariness in 
water pricing (González-Gómez & García-Rubio, 2018). 
Since water prices are one piece within the multi-layer 
puzzle of water management, it is essential that future 
work addresses the institutional, political, and social 
context in which pricing structures are formulated. 

This document provides a review of the determinants of 
water prices and their context within LAC. This brief 
highlights the need to acknowledge in future research 
the region’s heterogeneity in tari� design and factors 
related to pricing. We identify four key determinants of 
water pricing from the water economics literature and 
explore how these factors di�er throughout the region:  

   LAC is considered a 
water-rich region, but water stress is still a concern. 
Areas with high water availability often have low 
water demand, and vice versa, while seasonal 
extremes in availability, notably in areas such as the 
subregion of Mexico, Central America, and the 
Caribbean, pose water management challenges. In 
the coming years, the region is expected to 
experience more seasonal variation and increased 

     The region has experienced fast 
urbanization, resulting in 80% of the population 
living in urban areas. This phenomenon may 
influence water prices in opposite directions due to 
economies of customer density and scale, and 
higher vulnerability to water losses. Areas with lower 
density may su�er from diseconomies of customer 
density, and therefore, higher prices.

                   The political feasi-
bility of water price reforms is a�ected by 
consumers’ perception and dominant political 
ideology. Survey data indicates that, while water 
pricing and access are generally not priority issues in 
the political sphere, there is strong ideological 
support with respect to democratization of water 
access across countries. In fact, there have been 
several water conflicts associated with water price 
increases.

                        There are 
a wide set of factors that can impact water pricing 
from the institutional and managerial perspective. 
Some highlighted here are whether water rights are 
codified in the Constitution or any other instrument, 
the ideology of governing parties, the existence of a 
regulatory body and its scope, the 
(de)centralization of pricing-decisions, and the 
relationship between state-owned utilities’ 
regulatory bodies.

drought susceptibility, potentially diminishing 
supply and increasing overall prices, as well as the 
prominence of pricing schemes aimed at e�ciency 
and conservation. 
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Si bien esta no es en modo alguno una lista exhaustiva 
de todos los factores, las variables mencionadas aquí 
representan un punto de partida interesante para 
explorar su relación e impacto en la tarificación del 
agua en la región. Esta nota de discusión representa 
una oportunidad de abrir el espacio para un análisis más 
extenso y profundo del contexto en el que se deciden 
las estructuras tarifarias del agua en ALC y las formas 
en que se ven afectadas por las realidades técnicas y 
económicas, así como la forma en que los elementos del 
marco institucional de un país afectan la vulnerabilidad 
de los precios ante las presiones políticas, sociales e 
ideológicas. La investigación futura del equipo de cono-
cimiento de WSA arrojará luz sobre el grado en que los 
factores discutidos en esta nota afectan la fijación de 
precios del agua en la región. Sería particularmente 
importante comparar los precios del agua entre los 
países de ALC mientras se controlan sus factores ambi-
entales, urbanos, ideológicos y políticos, y sus marcos 
institucionales y de gestión. Asimismo, será valiosa la 
investigación adicional que analice si los precios del 
agua en la región proporcionan a los usuarios la señal 
correcta sobre la escasez de agua al tiempo que cum-
plen con diferentes objetivos de fijación de precios.
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