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Abstract 
Pricing of water and water-related services is an important mechanism for managing demand and promoting efficient use 

of water, for allocating water among competing uses and for generating finance to invest in water-related infrastructure 

and services. When consumers do not pay the full cost of water, they tend to use it inefficiently. At the same time, when 

the price levels are high, this may pose problems of continued access to water for poorer consumers, and the affordability 

of the water bill for low income households needs to be taken into account. Water problems are expected to be a major 

constraint on sustainable development in some countries in the 21st century. Water pricing is a key tool for overcoming 

this constraint. This study provides the latest information about water pricing practices in Iran, Turkey and Saudi Arabia. 

These three countries have made considerable progress in the past decade toward improved water pricing practices, 

including: increased management autonomy for water utilities, more emphasis on “full cost recovery”, including reduced 

(or at least more transparent subsidies, wider use of marginal cost principles in pricing structure, higher water price levels 

in the household and industrial sectors (but not generally in agriculture). The results show that water price in Turkey in 

much higher than Iran and Saudi Arabia. In comparison to other countries water price in Iran is one of the cheapest. 
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1. INTRODUCTION (with two 9 pt lines space from the keywords) 

 

The cost of supplying water varies significantly between western and developing nations, but prices are rising 

all around the world. Providing access to clean drinking water requires the construction and maintenance of a 

robust system that also disposes and treats dirty water. These services are among the most expensive public 

services and it is the developing nations that are suffering the most. Typically, their sanitation systems are of 

a low standard and they do not have the finances to develop the infrastructure.  

Africa and Asia have the highest rate of urbanization and the continued growth of cities has not kept up with 

the increase in population. This has put even more pressure on the existing water supply and it leaves many 

people, particularly those in the slums, without access to safe drinking water and basic sanitation [1]. 

In developing countries many of those without a house connection are forced to rely on street venders for 

their water and the cost can be up to 100 times more expensive than if the water was supplied to the house 

[2]. 

For over twenty years the partial or complete privatization of public waterworks has been put forward as a 

solution to cope with the rising cost of supplying clean water. During the 1980s the World Bank and 

International Monetary Fund granted loans that forced many Third World countries to privatize the water 

supply. Many of these projects were called off due to public pressure as the development of the water supply 

was often selective and the price of water became unaffordable for a large portion of the population. 

In developed nations there is a significant variation in the price of water, ranging from the lowest cost in 

Canada to costs which are five times as high in Germany [3]. The differences in price reflect the capital and 

operating costs as well as cost of cleaning the water. The most expensive water in the world is in 

Copenhagen, whereas water in Ireland is relatively cheap as the costs of water delivery is covered by 

property taxes. Table 1 shows some of the variation in prices across developed nations. In this study, the 

water cost and water situation in Iran, Turkey and Saudi Arabia has been investigated.  
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Table 1: water prices across developed nations 

Country Dollars per M3 

Germany $1.91 

Denmark $1.64 

Belgium $1.54 

Netherlands $1.25 

France $1.23 

UK and Northern Ireland $1.18 

Italy $0.76 

Finland $0.69 

Ireland $0.63 

Sweden $0.58 

Spain $0.57 

USA $0.51 

Australia $0.50 

South Africa $0.47 

Canada $0.40 
 

2. The Global Water Situation 

In March 2005, on World Water Day, a decade long initiative called ‘Water for Life’ was started by the 

United Nations. The World Health Organization, Unicef and the UN identified access to clean water as the 

most important global crisis of the 21st century [4]. Even though the majority of our planet is covered with 

water, most of it is undrinkable sea water which only leaves less than 1% for residential, agricultural and 

commercial use. Within the next 50 years, the world population is expected to grow by another 40-50% and 

the increasing demand for water will have serious consequences on the environment [5]. 

The increasing population will also become a major factor that is connected to the production of food. 

Farmers will find it very difficult to meet the world’s food needs as one of the limiting factors will be the 

amount of water available. Water will also be under significant pressure from a number of other areas 

including industry and residential needs. 

In many parts of the world, such as America and Europe, people take fresh, clean water for granted, but every 

year more than 1 billion people have no choice but to use potentially harmful water. More than 5 million 

people die every year from water-related diseases with 98% of these in the developing world and 90% of 

these deaths are children [6]. 

However, water scarcity is not limited to the developing world and it affects every continent. In Australia the 

Snowy River was reduced to approximately 1% of its original flow before action was taken to restore 

environmental flows. The Aral Sea in Central Asia is the fourth largest inland sea and it will cease to exist 

within the next decade if changes are not made as it is being used up too quickly for farming. The Colorado 

River in America has so much water drawn from it for farming that it no longer consistently reaches the sea 

[7]. 

Water scarcity is a problem that affects everyone and it is among the main problems that many societies will 

face in the 21st century. Approximately 1.2 billion people, almost one fifth of the world’s population, live in 

areas where water is scarce and another 500 million people are approaching the same situation. 

Water use has been growing at more than twice the rate of population increase in the last century, and 

although there is not a global water shortage at present, there are a growing number of regions which are 

short of water [8]. There is actually enough fresh water on the planet for six billion people, but it is currently 

distributed unevenly and a lot of it is wasted, polluted or unsustainably managed. Thankfully more people are 

now reassessing their relationship with water and are searching for ways to reduce their consumption and 

make a difference. 

2.1. The global situation  

• Less than 3% of the world’s water is fresh – the rest is seawater and undrinkable. 

• Of this 3% over 2.5% is frozen, locked up in Antarctica, the Arctic and glaciers, and not available to man 

(Figure 1). 

• Thus humanity must rely on this 0.5% for all of man’s and ecosystem’s fresh water needs. 
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The world is not “running out of water,” but it is not always available when and where people need it. 

Climate, normal seasonal variations, droughts and floods can all contribute to local extreme conditions [9, 10, 

11].  

 
Figure 1: Fresh water available 

1.1. Water Distribution 

Water is not distributed evenly over the globe. Fewer than 10 countries possess 60% of the world’s available 

fresh water supply: Brazil, Russia, China, Canada, Indonesia, U.S., India, Columbia and the Democratic 

Republic of Congo. However, local variations within countries can be highly significant [12] (see Figure 2). 

 
Figure 2: Annual renewable water (m3/person/year) [13] 

Industrial use of water increases with country income, going from 10% for low- and middle- income 

countries to 59% for high-income countries [14] (see Figure 3). 
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Figure 3: Annual renewable water (m3/person/year) 

1.2. Agriculture 

In many developing nations, irrigation accounts for over 90% of water withdrawn from available sources for 

use (Figure 4). In England where rain is abundant year round, water used for agriculture accounts for less 

than 1% of human usage. Yet even on the same continent, water used for irrigation in Spain, Portugal and 

Greece exceeds 70% of total usage. 
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Figure 4: Percentage of total water used for irrigation [15] 

Irrigation has been a key component of the green revolution that has enabled many developing countries to 

produce enough food to feed everyone. More water will be needed to produce more food for 3 billion more 

people. But increasing competition for water and inefficient irrigation practices could constrain future food 

production. Globally, roughly 15-35% of irrigation withdrawals are estimated to be unsustainable. The map 

indicates where there is insufficient freshwater to fully satisfy irrigated crop demands [16] (Figure 5). 

 
Figure 5: Unsustainable water withdrawals for irrigation 

1.3. People 

Individuals must have clean water for drinking or they fall ill and die. People also need fresh water for 

cooking, washing, and sanitation. Water is essential to health. 3,900 children die each day due to dirty water 

or poor hygiene [17].1.8 million people die every year from diarrheal diseases (including cholera) – the 

equivalent of 15 killer tsunamis each year or 12 Boeing 747 crashes every day (see Figure 6). 
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Figure 6: People without improved sanitation, 2002 (in millions) 

1.4. Water Stress 

The concept of water stress is relatively simple: it applies to situations where there is not enough water for all 

uses, whether agricultural, industrial or domestic. Defining thresholds for stress in terms of available water 

per capita is more complex, however, entailing assumptions about water use and its efficiency. Nevertheless, 

it has been proposed that when annual per capita renewable freshwater availability is less than 1,700 cubic 

meters, countries begin to experience periodic or regular water stress. Below 1,000 cubic meters, water 

scarcity begins to hamper economic development and human health and well-being. 

In 60% of European cities with more than 100,000 people, groundwater is being used at a faster rate than it 

can be replenished [18]. Even if some water remains available, it costs more and more to capture it. Cities 

that have experienced aquifer drops between 10 to 50 metres include Mexico City, Bangkok, Manila, Beijing, 

Madras and Shanghai [19]. 

In 2000, the world population was 6.2 billion. The UN estimates that by 2050 there will be an additional 3 

billion people with most of the growth in developing countries that already suffer water stress [20]. Thus 

water demand will increase unless everyone finds ways to conserve and recycle the precious resource [21]. 

Figure 7 projects how much water will be withdrawn with respect to the amount that is naturally available 

[22]. 

 
Figure 7: Fresh water stress 
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2. The Price of Water: Trends 

There is widespread international concern that poor water management will be one of the major limiting 

factors on sustainability in the new millennium. Water shortages, degrading water quality and the lack of 

competitiveness of water-intensive economic production are all pushing water management issues higher on 

the international agenda. Getting the price for water "right" is increasingly seen as an important tool for 

overcoming these problems, and for channeling the management of this key natural resource in a more 

sustainable direction. 

This section provides the latest country-specific information on water pricing practices and trends in different 

countries. It focuses especially on the important water-using sectors of agriculture, industry, and households. 

It also addresses several “non-sectoral” pricing topics, such as water subsidies, institutional change, and 

affordability. Although considerable variations continue to exist in both price structures and price levels, this 

part provides evidence of substantial progress over the past decade in most countries toward the goal of more 

“rational” water pricing. Among the key trends explored in the book are: 

 increasing management autonomy for water utilities, reflecting a shift in the role of governments 

away from being the provider, and toward being the regulator of water services. While this trend is generally 

accompanied by an increased role for the private sector, most countries have not yet opted for the full 

privatization approach, preferring to involve the private sector in the provision of water services mainly on a 

concessionary basis. 

 increasing acceptance of the need for “full cost recovery” in the provision of water services. This is 

accompanied by significant reductions in both total subsidies and cross-subsidies between different user 

groups. Even where subsidies still exist, there is now more emphasis on the need to make these subsidies 

transparent. 

 increasing awareness that subsidizing water use is not necessarily the best way to achieve sectoral 

economic or social goals, and that some economic and social goals are actually harmed in the longer-term by 

using a subsidy-based approach. 

 further evidence that households, businesses, and agricultural producers do change their water 

consumption patterns in response to such variables as price levels, metering penetration, and seasonal 

pricing. 

 continuing increases in the penetration of household water metering. Nearly two-thirds of OECD 

countries already meter more than 90% of single-family houses, and a few are also expanding their metering 

of apartments (e.g. France and Germany). Industrial water use is already metered in most countries, while 

agricultural use is metered in only a few. 

 movement in the household sector away from decreasing-block and flat-fee pricing structures and 

toward uniform volumetric or increasing-block tariff systems. Most countries also now use two-part tariffs 

(i.e. with fixed and volumetric components), with the volumetric portion making up at least 75% of the total 

water bill. For example, some eastern European countries (Hungary, Poland, Czech Republic) already use 

pricing systems based solely on volumetric pricing, with no fixed charge element at all. Even where fixed 

charges persist, there is evidence of a shift toward the reduction (or even abolition) of large minimum free 

allowances. For example, Australia and South Korea have both recently made significant strides in this 

direction.  

 a tendency for industrial water users that draw water from the public system (representing 23 per 

cent of the industrial freshwater used on average in OECD countries, with the rest being direct abstractions) 

to be charged according to the same structure as household users, but with a more frequent use of volumetric 

pricing.  

 a tendency for most agricultural tariff structures to be based on the surface area irrigated, and to be 

charged either as a flat rate or according to crop type. Water volume-based charging systems are the next 

most common, although a variety of other structures also exist. 

 household water supply and sewage disposal prices have generally increased, and significantly so in 

a few countries. Of the 19 countries for which enough data was available for this study, all but one exhibited 

real per annum increases in water supply prices during this period, and five actually experienced average 

rates of real price increase of 6% or more per annum (see Table below). 

 a continuation of relatively low agricultural water prices compared with household and industry 

prices, with a few countries continuing to apply no charges at all to irrigation water abstractions. 

 the common use of special tariff structures and/or rates for large industrial water users. 

Occasionally, these special arrangements may cover water quality variables as well as quantity ones. 
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 an increasing tendency for industrial water consumers to go “off-system” (i.e. to directly abstract 

water supplies or to recycle and treat their own waste waters before directly discharging them) as these 

options become more financially viable in the face of increasing charges for publicly supplied water service. 

 an increasing tendency to charge for wastewater disposal on the basis of treatment costs actually 

faced by service providers. For this reason, water charges related to pollution have increased substantially in 

recent years. There is also a trend in the direction of separating treatment and supply charges on individual 

water bills. 

 the development of several innovative “social” tariff structures, many of which contribute to 

environmental and economic goals at the same time, in response to concerns about the affordability of 

household water services. One interesting experiment with tariff-based solutions to affordability problems 

comes from the Flanders region of Belgium. Since 1997, the first 15m3 per annum per person in each 

household is provided free of charge. Since most other “free minima” are based on the household as a unit 

(i.e. regardless of the number of people), this innovation may offer a more equitable approach over the long-

term. 

3. Water price in Iran 

The current urban tariff system in Iran is based on a fixed fee that depends on the size of the connection pipe 

and on the type of customer (household or other types), and on a volumetric charge based on increasing 

block-tariffs. The fixed fee, or the subscription fee, was about 2,000 Rials in 2004 (25 US cents) for most 

domestic customers while the structure of variable tariffs is based on a complex formula. The formula is the 

same for all companies and there is no volumetric charge if consumption falls below 5 cubic meter per 

month. Above this minimum, the tariff increases with the level of consumption and generally varies across 

companies. The average volumetric tariff for the country stood at about 6 US cents in 2002. It varied from 2 

cents for monthly consumption below 20 cubic meter, to about 4.5 cents and 12.5 cents respectively for 20-

40 and for more than 40 cubic meter of monthly consumption. 

According to the World Bank, the rate structure is needlessly complex for both volumetric rates and 

connection fees. Volumetric tariffs are based on complex formulas that differ across consumption brackets 

and water and wastewater companies. Because of this complexity the tariff structure lacks transparency. 

Moreover, the structure is such that rates increase by more than threefold when consumption rises from 20 

cubic meter or less to slightly higher volumes. Regarding sewage bills they are currently levied and collected 

only in neighborhoods where a network exists and are a percentage of water bills (70%). 

Average connection fees are about US$310 for the whole country and the minimum fee is approximately 

equal to US$l50. With a few exceptions, the connection fee for wastewater is the same as that for water. 

These fees have been regularly increased between 1999 and 2003, at the rate of 10% annually with the 

exception of the year 2000 in which the fee was increased by 15%. In addition to connection fees, the water 

and wastewater companies charge the customer the full cost for house connection [23].  

4. Water price in Turkey 

Water and sanitation tariffs in Turkish cities are set by local governments. For residential users most cities 

charge increasing-block tariffs. Commercial users and public institutions are charged a linear tariff that is 

close to or higher than the highest block of the residential tariff. Tariff levels vary across cities. Among 11 of 

the 16 metropolitan cities, in 2009 the highest water and sanitation tariff was charged by Istanbul with 3.04 

Turkish Lira (US$ 2.05) per cubic meter and the lowest was charged in Diyarbakir with 1.32 Turkish Lira 

(US$ 0.90), each for a consumption of 20 cubic meter per month and based on an exchange rate of 

US$1=TLY1.47 of August 2009. During the 1990s, a period of high inflation in Turkey, some cities have 

indexed tariffs to inflation to prevent an erosion of tariffs. Under the indexation system tariffs are 

automatically increased every three months in line with the increase of the consumer price index. The level of 

cost recovery of utilities in Turkey is generally high, and some of them post moderate profits. 

Data on water prices and tariff structures are only partly available. The variations in water prices and price 

structures across and within countries and across different groups of consumers make it difficult to calculate 

meaningful national averages. Little coherent data exist on prices for industry and for agriculture. 

5. Water cost in Saudi Arabia 

The Kingdom has a single increasing block tariff structure for the entire country. Under that structure water 

and sewer tariffs per unit of water increase with consumption. The new residential tariff schedule-in force 

https://en.wikipedia.org/wiki/Water_tariff
https://en.wikipedia.org/wiki/Consumer_price_index
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since January 1st 2016 and shown in USD equivalents at the exchange rate of January 2016 - is as 

follows [24]: 
Table 2: new residential tariff schedule 

Household usage (m3/month) Water tariff ($/m3) Sewage tariff ($/m3) Combined tariff ($/m3) 

0-15 0.03 0.01 0.04 

16-30 0.27 0.14 0.41 

31-45 0.81 0.41 1.22 

46-60 1.08 0.54 1.62 

61+ 1.62 0.81 2.43 
 

 

Under the new tariff schedule the limit for the first consumption block now is 15 cubic meters per month, 

down from 50 cubic meters per month previously. The tariff is the first block remains extremely low, but it 

subsequently increases significantly. The new tariff schedule also introduces a sewer tariff which did not 

exist before in Saudi Arabia. Tariff adjustments had been proposed for at least six years, but had never been 

implemented [25][26] The increase came following a significant drop in oil prices. The Ministry of Water 

says that the majority of households would not be significantly affected by the increase, because their 

consumption remains within the lower consumption blocks. Commercial, industrial and government users are 

charged according to different, higher tariff schedules.  

Prices for water sold by tanker trucks. A cubic meter of water supplied by a water tanker may cost as 

much as 6 Riyals (US$1.50), or about 20 times more than water supplied through the network. Citizens who 

are not connected to the piped network, who are often poor, pay up to 40 times more for water than 

connected households. The monthly water bill is about 1 Riyal (US$0.27), compared to an average mobile 

phone bill of 200 Riyals.[36] The price of a 19 cubic meter tank is 150 SR, and the price of a 30 cubic meter 

tank is 180 SR. Although price may change during holidays and peak seasons, and not all cities are the same. 

Sale of treated effluent. Through the Treated Sewage Effluent Initiative (TSEI) of the National Water 

Company, treated wastewater is sold to major water customers, such as industries or golf course operators, 

under long-term contracts of up to 25 years. This generates a revenue stream that recovers the costs of 

wastewater treatment under Build-Operate Transfer (BOT) projects financed by the private sector. As of 

2011, it was estimated that NWC had signed TSE agreements worth more than 5 billion Saudi Riyals (USD 

1.33 billion).[34] 

Cost recovery and subsidies. Before the 2016 tariff increase, on average "the government (was) only 

recovering one or two percent of its costs, and the (subsidy) plans are benefiting the rich, not the poor", 

according to Adil Bushnak.[36] According to a 2000 estimate by the World Bank, the government paid 

annual subsidies of US$3.2 billion, equivalent to 1.7% of GDP and 7% of oil revenues.[38] Desalinated 

water is provided for free by SWCC to NWC. Before the introduction of the private sector in Riyadh, the 

Riyadh branch of MOWE – probably one of the best performing branches - had revenues of 370 million 

Riyals in 2004, but expenses of 570 million Riyals. 

6. Cnclusion 

Average residential water triff in Iran, Turkey and Saudi Arabia is shown in Figure 8. In comparison to Saudi 

Arabia and Iran water cost in Turkey is much greater. Average residential water triff in different countries is 

shown in Figure 9. In comparison to other countries, the water price in Iran one of the cheapest. Water prce 

in Germany, Denmark and Belgium is much greater than other countries 

https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-GWI_Jan_2016-35
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-GWI_tariff-36
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-GWI_tariff-36
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-GWI_tariff-36
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-TSEI-34
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-GWI_tariff-36
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_Saudi_Arabia#cite_note-38
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Figure 8: Average residential water triff in Iran, Turkey and Saudi Arabia 

 

 
Figure 9: Average residential water triff in different countries 
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