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The traditional thinking that globe is infinite and so are natural resources including water has changed in recent 
years.  With this change several measures have been taken for the protection and conservation of natural resources. 
One variant of conservation measures of such resources is their efficient pricing.

Nepal is likely to meet the target of drinking water as set in the Millennium Development Goals (MDGs). However, 
there are several challenges in this sector including lack of safe water, poor management of water utilities, low cost 
recovery, and perverse flow of government subsidy and/or resources from rural to urban areas and from poor to 
better off households. Unless these issues are addressed, investment in water supply could not maximize the well-
being of people on the one hand and sustain water services on the other.

MAJOR FINDINGS AND IMPLICATIONS

Drinking water supply in the Kathmandu Valley is very disappointing. It is largely insufficient in most of the places 
and no supply at all during some days in some other places. New connections are on the constant rise in spite of 
problems in water supply. However, the Kathmandu valley consumers are connecting and paying water bill with the 
hope that they will get enough water in future. 
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In view of the delay in the construction of Melamchi project and rapid growth of population in the Kathmandu 
valley, it is very likely that the Melamchi Water Supply Project can not provide sufficient water at the present water 
tariff by the time it is completed. A way to fulfil the demand for different strata of population is through efficient 
pricing of water.

Both the production and the distribution cost of water of Nepal Water Supply Corporation (NWSC) are on the rise 
over the years. In recent years, the proportion of leakage is also on constant decline, showing improved management 
of drinking water. However, there is still 35 percent leakage, which is a significant proportion by any count and needs 
to be reduced to ease the water scarcity problem in the Kathmandu valley.

Discussion Note



Number of Connections inside and outside Kathmandu Valley, 2000/01 - 2004/05

Fiscal Year Inside Valley Outside Valley Total

2000/01 114,552 74,585 189,137

2001/02 120,819 79,011 199,830

2002/03 127,299 82,788 210,087

2003/04 132,638 85795 218,433

2004/05 140,934 90,022 230,956

2005/06 145,601 88,638 234,239
        Source: NWSC, Annual Progress Report, 2005/06

The NWSC has severe financial troubles as well. Its financial status is not sound because of low tariff, over staffing, 
unintended interventions, and significant amount of outstanding dues. On the other hand, service delivery is 
poor and water supply falls too short of water demand.  Thus, in order to address these problems and improve the 
management, the current decision of the government to run the NWSC by a board and to hand over the management 
to private sector is opportune decision which needs to be implemented soon.

The amount of revenue is increasing faster than the increase in expenditure in recent years. As a result, annual 
surplus is on the rise. However, as the amount of accumulated loss is significantly high, it will take a longer time 
to wipe it out unless tariff is increased and/or outstanding dues are collected. The NWSC’s priority of collecting 
outstanding dues is to be pursued soon with active support of the government. 

Apart from engaging in water supply and sewerage, NWSC can diversify its functions using its assets and properties. It is 
necessary that NWSC needs to develop its land and other properties and rent it out in order to increase its earnings.

Water tariff for the Valley consumers should be higher than for the consumers in other parts of the country.  
The cost of water production is going to be very high in the Kathmandu Valley compared to many other towns 
outside the valley. The residents of the valley people earn significantly more than the people outside. Further, the 
poverty incidence in the valley towns is just 3 percent against 13 percent in other outside towns. In order to make 
it simple and to ease the burden of the NWSC, it is necessary that water management of valley towns and outside 
valley towns be managed by two different utilities.

Comparatively, the water tariff in the Valley is low. It has increased gradually from 1993 to 2004 but the increase was 
far too high compared to the increase in consumer price index.  However, the increase was less than the increase in 
income of households of Kathmandu valley, implying that there is scope for increasing water tariff.

Current Water Tariff

Connection 
size (inches)

Minimum 
Consump-
tion (litre)

Minimum Charge (Rs.)
Volumetric Rate (Rs./1000 litres) effect 

from 17 Sept 2004

Domes-
tic

Govt,  Institu-
tional, Public

Commercial 
& Industrial

Domes-
tic

Govt, Institu-
tional, Public

Commercial 
& Industrial

1/2” 10,000 50 50 50 15 15 15

3/4” 27,000 810 810 810 30 30 30

1” 56,000 1,680 1,680 1,680 30 30 30

1.5” 155,000 4,650 4,650 4,650 30 30 30

2” 320,000 9,600 9,600 9,600 30 30 30

3” 881,000 26,430 26,430 26,430 30 30 30

4” 1,810,000 54,300 54,300 54,300 30 30 30



Willingness to pay studies conducted in Kathmandu valley and outside the valley suggest that the consumers have 

higher willingness to pay when water services are improved. This is also justified from the fact that consumers of the 

valley are paying 14 times higher price of water from tanker service. 

Water tariff needs to be increased gradually. The recommended annual rate of 2007, 2008 and thereafter by KVWSMB 

is justifiable, however, it has not been implemented because the management has not yet been transferred to a 

private company. With the delay in the selection of a private company, the annual rise on the tariff rate is accumulating, 

and one-time rise of the accumulated high rate of tariff could invite a civil unrest that could jeopardize the situation 

of private management. Therefore, it is suggested that the recommended plan for tariff be implemented by the 

KVWSMB even before the selection of private contractor.  

The current water tariff of Rs 50 for 10 m3 of water just shares only 0.4 percent of average income of valley households. 

Even at the 70 lcd of water, a five-member household has to pay less than one percent of the income. However, 

because of higher inequality in the distribution of income in Kathmandu valley, this water cost shares 8 percent of 

the income of the poorest quintile of households. This hints that some sort of equity measures be in place to protect 

the poorest groups of households. Towards this end, the two approaches undertaken are the provision of basic 

allowance and standpipes. Both approaches today seem inefficient in Nepal because of following reasons: 

●	 More than 99 of all consumers are with the half inch connections, and majority of them 

 are better off households.

●	 A consumer with no meter has to pay more than the one which has the metered connection.

●	 A consumer-using stand pipes will have to pay more than what a private connection 

 householder has to pay.

The UNDP Report highlights that even if the connection rates are low, and most of the households lacking a 

connection are poor, the social block tariff is unlikely to produce progressive outcome. For example, Nepal applies 

a rising block tariff structure but the subsidies benefit the non-poor more than poor (UNDP, 2006, p. 99). This is also 

evident from the fact that all the 99 percent of households of valley are receiving subsidized water, whereas only 

three percent of them are below the poverty line. Moreover, the plan is to make poor using standpipes pay more 

than what the householders with private connections are paying.  

Distribution of Consumers 2006/07

 Size of Connection (inch) Number of Consumers Percent

0.5  152,735 99.35

0.75 551 0.36

1 347 0.23

1.50 29 0.02

2 49 0.03

3 10 0.01

4 7 0.00

TOTAL 153,728 100.00
Source: NWSC Records



Therefore, there is a need for revising the recommended tariff structure. The proposal for such a revision and other 
recommendations are as follows:

●	 Decrease the minimum consumption from 10 m3 to 6 m3 with Rs. 50 as the minimum life line rate.
●	 Increase the water tariff for additional consumption of water over and above the basic allowance. 
●	 Provide metered connections for all the households at the reduced rate as provisioned by the KVWSMB.
●	 Fix the water tariff to be paid by the users of the standpipes at most at Rs. 50 for 5 m3 of water.
●	 Increase all water tariffs including the lifeline rate annually accounting for the rate of inflation.
●	 Diversify the functions of NWSC and/or management board to improve its financial status. 
●	 Increase income by renting out unused assets and properties including land assets of NWSC.  

Revising water tariff is only one aspect of the management improvement of the Nepal Water Supply Corporation. 
The other aspects are critically important. They include improvement of the institutional framework including 
the management of human resources in order to improve the service delivery. Otherwise, mere increase in tariff 
could further weaken the sustainability of the NWSC. Therefore, a proper incentive structure is a must for the better 
delivery of services which could satisfy the consumers for the increased price that they pay in the near future.

Public Standpost

2005 2006 2007

Standpipe Tariff /1,000  litre Free of cost
Rs. 6.65

 (35% of Rs.15)
Rs. 16.10 

(70% of Rs. 23)

Stand pipe Tariff /10,000  litre Free of cost Rs.  66.5 Rs. 161.00

Private Connection Tariff 
/10,000 litre

Rs. 50 Rs. 50 Rs. 50

Remarks based on the use of 
10,000 litre

OK
Standpipe user has to pay more 
for the same quantity of water

Stand pipe user has to pay more than 3 
times for the same quantity of water

Source: NGO Forum for Urban Water and Sanitation (2007)

According to the approved tariff structure in Kathmandu valley, for the metered domestic consumers, who constitute 
the upper class of society, the block subsidy of Rs. 50 for the first 10 m3 will remain constant, while the charge for 
every additional 1,000 litres will reach as much as Rs 23 from the existing Rs. 15. For the non-metered consumers, 
the flat rate will go up from the existing Rs. 360 to Rs. 552. For standpipes, used by the poorest in the Valley, the tariff 
for every 1,000 litres, applicable from the first 1,000 litres, will reach Rs. 16.10. 
Thus, while rich will pay only Rs. 50 for the first 10,000 litres, the poorest will 
pay Rs. 161 for the same. 

The Human Development Report 2006 states at the chapter on subsidies, “In 
Kathmandu the subsidies benefit the non-poor than the poor…” In Kathmandu 
the average non-poor household receives 44 percent more subsidy than the 
average poor household. This indicates that either the water charges for the 
stand posts be decreased or that of private connections be increased in view 
of the equity considerations.

For more information, please contact: 
119 Purneshwor Marg, Tripureshwor, G.P.O.Box: 21036, Kathmandu, Nepal
Tel: 977-01-2042122, Fax: 977-1-4218386
E-mail: ngoforum@mail.com.np, URL: www.ngoforum.net

This paper is based on the study 
“An ASSESSMENT OF WATER 
TARIFF in the Kathmandu Valley” 
by NGO Forum for Urban Water 
and Sanitation in August 2007 .We 
welcome your valid opinions and 
comments to facilitate the voice of 
the voiceless.


