
espite being our most precious
resource, water is often taken for
granted by most businesses and pri-

vate consumers. Many of us have come to rely
upon abundant water supplies at relatively low
cost. However, just as no commercial or indus-
trial concern can function without electricity, nat-
ural gas or telecommunication services, the
availability and cost of water is no less vital to
operation and profitability.

The 2001 survey reveals the rising world-
wide cost of water, and indications are that even
larger increases are on the horizon. 

The two main factors dictating these increas-
es are the growing scarcity of supply in some
regions, as well as additional safeguards linked
to water quality. 

Europe has some of the highest water costs
in the world, with German consumers paying

National Utility Services

the highest price for their water, due mainly to
strict environmental controls placed on supplies. 

In North America, the issues of water quali-
ty and scarcity of supply are becoming of primary
concern due to outbreaks of the E-coli virus in
the water supply, calling for stricter controls. 

AUSTRALIA
Australia’s water supply con-
tinues to be subject to govern-
ment price control. Compe-

tition does exist, but not
in the area of retailing. There is a move under-
way in some areas of the country to introduce
a form of nodal pricing for reticulated water that
reflects supply costs to particular areas, such as
outlying metropolitan districts. Price changes
are not foreseen during 2002, with conservation
and water quality being the two main focuses.
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Our most precious natural resource - water - is often taken for granted by
both commercial and private consumers. Europe still seems to have the

highest costs in the world due to scarcity of supply and water quality. On the
other hand, countries such as Sweden have seen no increases for about 15
years, and the United States experienced only a modest increase in water

prices. The 2001 survey takes a look at present and ongoing price increases
in the industry, and assesses the reasons behind such increases.
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The national average price

for water in Belgium has
been quite stable over the

past few years with the
exception of Antwerp, which experienced a 4.6
per cent increase. 

Like many other countries, local munici-
palities provide services directly, form associ-
ations with other towns or cities, create public
companies, or award franchises to private com-
panies who are regulated by public boards. 

The management of wastewater is organ-
ized by the single regions, with one company
in Flanders, one in the Brussels area and eight
in the Walloon region. Sewage treatment costs
can account for a large portion of consumer bills.
In Flanders alone, sewage treatment costs can
account for approximately 50 per cent of total
water charges.

Belgian water prices should remain stable over
the next couple of years. However, the cost
for sewage treatment is expected to rise as new
European Union directives are implemented.

CANADA
Municipal governments tradi-
tionally control water and
sewage charges in Canada.

As a result, water costs can
differ greatly from one area of the country to the
next, going from 35.9 cents per cubic metre in
Halifax, Nova Scotia, to 83 cents in Winnipeg,
Manitoba. The main factors contributing to
these differences in cost are the age of the
water distribution network and improvements
in sewage treatment facilities.

Contaminated water scares in several Cana-
dian cities and towns have raised concern
about the effectiveness of having distribution
networks managed by small municipal gov-
ernments that do not always have the resources
necessary to maintain safe potable water.
Demands for the consolidation of water sup-
ply and treatment systems have increased,
with the goal being centralization as a means
of upgrading the infrastructure and staffing of
existing networks. Some think that this cen-
tralized form of management would bring
about savings, while others see such a poten-
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tial move as even more government bureaucracy
that would only lead to higher prices. 

There have been few increases in the price of
water since 1994. However, due to the gov-
ernment tightening existing regulations and
the probable introduction of new water quali-
ty standards, prices are expected to increase above
the rate of inflation in the short term.

DENMARK
Danish water supply is based
upon decentralized extraction

and distribution to the gener-
al public, thus eliminating

the risk of bacteriological contamination and,
at the same time, reducing product transport times.

Over the past several years, the Danish gov-
ernment has introduced strict environmental
standards, with the goal of preventing further
pollution of groundwater resources. As a result,
the cost of water in Denmark is one of the
highest in mainland Europe. This survey revealed
that price increases were equally distributed
between the two main suppliers: Kobenhavns Vand
and Brondby Kommune. While the unit price of
water from both of these suppliers has increased,
fixed metering charges have remained stable. The
forecast is for increases over the coming survey
period as the government will continue pursuing
its policy of limiting groundwater pollution.

FINLAND
The price of water in Finland dur-
ing the latest survey period
remained unchanged. 

This is mainly due to the fact
that Finland is now part of the European Union
single currency mechanism, which regulates
interest rates. As a result, new water and sewage

✔ No increase
(Germany, Finland)

✔ Smallest increase
(Italy)

✔ Highest increase
(Sweden)

✔ Decrease
(The Netherlands)

✔ Severe water shortages
(South Africa)

✔ 15 years of
unchanged pricing
(Sweden)

✔ Deregulation delayed
(Germany)

✔ Greatly differing 
water costs
(Canada)

✔ Increased supply costs
(Spain)

✔ Water supply
subject to government
price control
(Australia)

✔ New regulator appointed
(United Kingdom)

✔ Water tariffs above
the national 
rate of inflation
(South Africa)
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123pipelines are being built at reasonably low cost. 
Publicly owned water suppliers seek to recov-

er their investment and operational costs via
income derived from the sale of water and
sewage disposal. As required by law, water
suppliers can only increase prices in line with
the following conditions: 
• where quality standards for water supply and

sewage are increased by government mandate
making new investments necessary; 

• where new housing is built thereby requiring
new water and sewage pipelines; 

• where normal cost increases such as salaries,
interest rates or inflation require addition-
al revenues.
In the short-term, prices are expected to

remain at current levels. However, there is
increasing pressure from environmental groups
requesting that investments be made to improve
the quality of water and sewage processing.
In this respect, the long-term outlook could
see increases.

FRANCE
During the last survey period,
the average national price for
water in France increased by

only 1.9 per cent, which is
below the rate of inflation of 2.1 per cent.
The southern city of Marseilles has the most
expensive water of those sampled in the sur-
vey at EUR 1.44 per cubic metre. However, due
to this high cost of water, business in Marseilles
experienced a decrease in rates of 2.3 per cent
over the same period. The collection and dis-
tribution of water in France is controlled main-
ly at municipal level. Some cities operate
their own water companies, but many use pri-
vate water companies such as Vivendi, SAUR
(Bouygues group) and Suez Lyonnaise des
Eaux. Vivendi is the largest supplier of water
in France, serving approximately 25 million cus-
tomers, while Suez Lyonnaise des Eaux has an
estimated 19 million, and SAUR 6 million.

The price of water in France is expected to
keep pace with the rate of inflation over the next
few years. Currently, pollution taxes on sewage
account for an estimated 52 per cent of total
water prices, causing an increase in the cost of
sewage treatment.

GERMANY
As with previous surveys, Ger-
man consumers continue to
pay the highest price for water,

mainly due to the gov-
ernment’s strict quality standards regarding the
distribution and sale of water. In defending qual-
ity and its associated costs, authorities have indi-
cated the contamination scares in other Euro-
pean countries and North America.

Efforts are under way to bring prices down
through deregulation. Several years ago, Ger-
man consumers paid some of the highest prices
for electricity but, following deregulation,
they now have some of the lowest prices on the
European mainland. The theory is that dereg-
ulation of the water supply can also achieve low-
er pricing and increased efficiency. The imple-
mentation of deregulation - due to take place
in the summer of 2001 - was nevertheless
delayed due to last minute protests by local
municipalities and environmental groups. The
government has now announced that it wish-
es to carry out further studies on the issue,
although no timetable has yet been set for the
publication of its findings.

Prices are therefore anticipated to remain sta-
ble in the short-term.

Deregulation may, however, be expected to
happen sooner or later, bringing with it a low-
ering of prices.

ITALY
This survey period saw a very

low price increase in water
of 0.7 per cent, compared

to the 3 per cent inflation
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COST COMPARISON PER KWH

Source: Nusconsulting
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rate over the same period. Under Italian law, sup-
pliers may increase the price of water by a
maximum of six per cent each year - and only
when there have been significant investments
in infrastructure. The relevant law, passed in April
2001, fixed maximum costs of water treatment
for civil use at ITL 500 per cubic metre, and ITL
170 for sewage costs. Industrial consumers
have a maximum cap of ITL 170 for sewage costs
while prices for water treatment can increase by
50 per cent vis-à-vis the rate of inflation.

The so-called “Galli Law”, introduced in
1994, is still be implemented. The objective of
this law was to control the fragmentation of
water services, thereby improving the poor
finances and dysfunctions of the present water
industry. This maintenance programme has nev-
er been started and, in many areas of the coun-
try, especially the south, losses are still very
high. Under the law, the country would be divid-
ed into 90 administrative districts with coordi-
nated management. The main reason for the
delay in applying this law is the lack of agree-
ment on its interpretation, further complicated by
the fact that Italy is becoming more decentralized
with ideas of local autonomy on the increase.

Despite the chaotic and confusing nature of the
Italian water market, many companies located both
in Italy and abroad have expressed interest in
acquiring shares of local water companies. Sev-
eral mergers and acquisitions are expected to take
place, and future price increases are anticipated
to stay below the rate of inflation.

THE NETHERLANDS
The Netherlands is the only coun-

try to report a decrease in water
pricing during this latest sur-

vey period. While water
costs increased in Utrecht by 4.3 per cent, the area
of Den Haag reported a decrease of 4.5 per cent,
thus largely contributing to the overall decrease.
It is important to note that while Utrecht is expe-
riencing an increase in pricing, this area has the
lowest water rates in the Netherlands at EUR 0.89
per cubic metre; Den Haag, meanwhile, report-
ing a decrease in pricing, has the highest water
rates at EUR 1.43 per cubic metre. Den Haag’s
high costs are associated with the need to drill for
water rather than rely on surface supply.

After serious flooding in the winter of
2000/2001, an agreement was signed by munic-
ipal, regional and private suppliers to cooperate
in the area of water drainage, and to take steps
to minimize future flooding. 

There are no plans at present for the deregu-
lation of water supply in the Netherlands. The great-
est obstacle in achieving such deregulation is
caused by suppliers, who maintain that such
purchasing would endanger existing supply and
place consumers at risk of shortages. Given the
emphasis placed on water drainage and treatment,
prices may be expected to rise during the forth-
coming survey period.

SOUTH AFRICA
Once again, most South African
suppliers have raised water tar-

iffs above the national rate
of inflation of 7.1 per cent.

The Cape Town district increased costs by almost
22 per cent, due to severe water shortages. This
critical supply shortfall is expected to increase
the tariff price at least another 15 per cent, while
restrictions are likely to continue. Durban, on the
other hand, does not have a supply problem,
but its water tariffs went up by 13 per cent and
are expected to increase by a further 40 per
cent. These dramatic rises are mainly attributa-
ble to an inherited infrastructure that is old and
in need of repair. The government recently issued
its so-called ‘Free Water’ initiative, which pro-
vides every residential household in the country
with the first 6kl of water free of charge. Most
supply authorities, however, are hard pressed to
implement this policy, citing difficulties in hav-
ing the free water accounted for on customer
billing, along with ensuring that budgetary dis-
cipline is maintained. These problems, along
with an ageing delivery network, have caused high
increases - more than likely to be repeated. Over
the forthcoming survey period, South Africa
can anticipate big increases of from 12 to 15 per
cent in water prices. 

SPAIN
Increased supply costs in the
northern region of Spain have

caused a rise in national water
prices. During the latest
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survey period, Barcelona experienced an
increase of approximately 6.8 per cent, and the
northern city of Gijon about 11.2 per cent.
Other areas of the country experienced mini-
mal rises, with Madrid and Seville, in the
south, reporting increases well below the rate
of inflation.

Whilst the Spanish government was very
active in electricity and telecomms deregula-
tion, no such movement is under way in the area
of water. Local governments have traditionally
controlled water supply and, as such, offi-
cials are reluctant to release control to a dereg-
ulated market. 

A variety of different organizational struc-
tures have, however, taken shape. Some small
cities manage their water supply directly and
are responsible for network maintenance. Oth-
ers create water companies responsible for
the network, with the city maintaining control
over supply. Other cities have grouped togeth-
er, each municipality contributing to network
maintenance. 

The most recent variant regards franchising
to private companies for the supply and dis-
tribution of water. Shortages in water supply
over the past couple of years are expected to
cause prices to increase. New sewerage and pol-
lution taxes should also boost prices as Spain
increases the quality of water in line with

European Union directives.

SWEDEN
Swedish water charges have

remained almost unchanged
over the last 15 years - with

the exception of the survey year in question. While
the majority of the country did not experience
any increase in pricing, the standing charge
for industrial users in Stockholm, with a meter
size of 50 millimetres, increased quite dra-
matically. 

The cities of Malmö and Gothenburg experi-
enced slight increases in industrial water charges.

Total water and sewage expenses for the coun-
try are 99 per cent self-supporting, the remain-
ing expenses being covered by local taxes. Under
current Swedish law, water companies are for-
bidden to make a profit on the sale of water or
treatment of sewage, but they are allowed to

recoup any investments through rate increases.
While Sweden was at the forefront of electricity

deregulation, no plans are under way to apply the
same purchasing principles to the water indus-
try. After the recent massive increases, no fur-
ther rate increments in the short-term are to be
anticipated. Any future increases, however,

may be expected to be in line with infla-
tion.

UNITED KINGDOM
Water prices in the United

Kingdom increased by over
5.5 per cent during the year, reversing the
previous year’s trend of reduced charges across
most of England and Wales. Scotland experi-
enced continued price increases. Consumers in
the southwestern Plymouth area proved to be
a UK anomaly, seeing a second successive
price decrease, albeit minimal. Manchester,
which was the only city to witness a price
rise in the preceding survey year, again saw a
steep increase in charges: more than seven
per cent. The escalating cost in Manchester is
to offset the huge infrastructure investment
required by the water company United Utili-
ties - formerly North-West Water - across the
whole area. Users in Salisbury, southern Eng-
land, and Cardiff, Wales, also saw price rises
of over five per cent; remaining cities showed
nominal increases.

As mentioned above, Scottish consumers
again experienced price increases, particu-
larly in Dundee, Aberdeen and Glasgow: in
excess of 13.5 per cent. This trend is likely to
continue due to Scotland’s ongoing invest-
ment in water quality and the environment. 

Source: Nusconsulting
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There has been little progress in the area of
alternative suppliers. The only real progression
was the lifting of the Inset Appointment thresh-
old from 250 megalitres to 100 megalitres.
This has allowed 1,000 additional users the
opportunity of changing their water and sewage
disposal service provider.

The draft Water Bill, published in Novem-
ber 2000, envisages greater control, a new
consumer council for the industry, and heavy
fines for companies providing poor-quality
drinking water. Proposals on competition,
though, were not included. Network losses
continue to be reduced, meanwhile, as illustrated
by an industry report highlighting an improve-
ment of over 35 per cent since 1994.

A new Regulator has been appointed, and has
supported his predecessors’ strict price control
policy. In this context, the water companies’
aspirations of substantial price increases are like-
ly to be delayed in the short to medium term.
Minimal prices increases are, however, expect-
ed to offset necessary operating costs. Dis-
cussions concerning competition policy are
expected to continue dominating the agenda

during the forthcoming survey
period. 

UNITED STATES
The United States expe-

rienced only a modest
increase in the price of water over this survey
period. Of the 51 cities investigated, only four
reported double-digit increases: Washington,
at 13.32 per cent; Albuquerque, New Mexico,
10.3 per cent; Roanoke, Virginia, 10.5 per
cent and Seattle, 12.07 per cent.

All increases were caused principally by
network improvements and additional water
quality safeguards requiring major capital
expenditure. 

California is actively looking for ways of
developing new water resources to avoid a
crisis similar to its electricity shortages. Some
studies have shown that, without new resources,
residents and businesses alike within the state
will face severe water shortages in the coming
years. As a result of this prediction, federal rep-
resentatives in Washington have introduced leg-
islation dubbed the “Cal-Fed” bill, which

directs approximately US$ 9 billion of local,
state and federal money towards developing new
water resources for Central Valley farmers
and southern Californian cities. While being
supported by many major water consumers
and state politicians, the plan is being criticized
by environmental groups on the grounds that
such development would come at the expense
of wildlife and preservation of natural resources.

Of the cities surveyed, the study showed that
Huntington, West Virginia, had the highest
water cost at US$ 1.26 per cubic metre while
Greenville, Mississippi, saw the lowest water
charge at 21 cents per cubic metre.

Additional increases are foreseen in the
coming years as stricter federal regulations are
applied to water quality standards, and cities
are faced with the need to upgrade ageing
networks.

SURVEY NOTES
The NUS Consulting Group is the world’s

leading independent energy and telecommu-
nications cost-control and consulting organi-
zation. Operating in 16 countries around the
world through 11 wholly-owned subsidiaries,
NUS Consulting combines the expertise of
800 energy and telecommunications profes-
sionals with cutting-edge technology and the
world’s largest tariff and pricing database to
serve over 25,000 companies. 

The data used in this report was obtained by
members of the NUS Consulting Group direct-
ly from water suppliers, retailers, marketers or
other available sources.

The main points to be considered in this sur-
vey are:
• year-on-year percentage changes were cal-

culated using local currency comparisons
to eliminate currency fluctuation distortion;

• where there is more than a single supplier, an
unweighted average of available prices was
used;

• the survey is based on prices as of 2 July 2001
for an annual usage of 10,000 cubic metres; 

• prices are in US cents per cubic metre and
exclude applicable taxes; 

• percentage change for each country is cal-
culated using local currency in order to elim-
inate currency movement distortion;

• exchange rates used are those published for
2 July 2001 in the Wall Street Journal.■


