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Aldo Baietti and Paolo Curiel,”Financing Water Supply and Sanitation Investments, Estimating
Revenue Requirements and Financial Sustainability”, Water Supply & Sanitation Working Notes,
Note No. 7, October 2005
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SUSTAINABILITY CHALLENGE
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=Intermittent supply

=Poor quality water
=Angry customers
=Unwillingness to pay

«Deteriorating assets
«Declining productivity

Cycle of =Increasing operating costs

Physical &
Commercial
Decline

Assets deteriorate &
expansion is difficult if
full economic costs are
not recovered. Service

=Low taifs to the poor &
=Declining revenues
~Unpaid bills wastewater suffer.

=Inability to access financing
<Declining credit rating and investment
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GOVERNMENTAL TRANSFERS & SUBSIDIES

PROBLEM
= Overdependence on subsidies to cover operational costs.
= Often subsidies are on-lend as conditional loans

= Overdependence is unsustainable and reduces
creditworthiness

SOLUTION

= Become more dependent on own source revenues (tariff
increases!)

= Use subsidies for targeted, one-off activities
= Make subsidies conditional on good performance
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