
In Ghana, the poorest households tend to have lower access to safe drinking water, in part due to the cost of
improved sources such as piped water systems. Subsidizing safe water services for the poorest can help
address these inequities, but water subsidies are commonly ineffective, in part due to unsuccessful targeting
that benefits high-income groups. It is critical to ensure that water subsidy programs effectively consider local
realities and involve appropriate actors so that targeted households receive assistance efficiently.

We conducted a literature review of over 40 studies from various organizations, global institutions, and
research centers related to designing and implementing water subsidies. We also interviewed 21 experts
from Ghana and internationally as well as 11 water supply stakeholders in Asutifi North, Tano South, and
Ahafo Ano North districts.

WWW.AQUAYA.ORG01

IMPLEMENTATION OF

TARGETED WATER

SUBSIDY PROGRAMS

With funding from the Conrad N. Hilton Foundation (CNHF), The Aquaya
Institute (Aquaya) supports government agencies in selected districts of Ghana
and Uganda in their efforts to achieve 100% coverage of safe, sustainable, and
equitable drinking water supplies. As part of this effort, Aquaya collaborates with
Safe Water Network to develop a blueprint for implementing targeted subsidies
at rural water systems.
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MOTIVATION 

RESEARCH QUESTION 

HOW SHOULD TARGETED SUBSIDIES BE IMPLEMENTED TO ENSURE
THAT THEY EFFECTIVELY REACH THE POOREST HOUSEHOLDS?



GENERAL RECOMMENDATIONS FOR SUSTAINABLE

WATER SUBSIDY PROGRAMS

 Generally, we recommend that a successful water subsidy program should: 
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Implement clear eligibility criteria to facilitate replication and scalability, and reassess household
eligibility every 3-5 years (or after a significant economic shock or natural disaster) to ensure the
program includes new households that may be in need of assistance and removes households
that no longer require it.

Involve local government and community leaders as key stakeholders to facilitate community
engagement and buy-in. Ensure stakeholders are able and incentivized to fulfill their required
functions. National stakeholders should support scale-up and broader education on the importance
of paying for safe water. 

Ensure low administrative barriers so that targeted households can easily access their subsidy while
minimizing opportunities for non-targeted households to benefit from the subsidy. 

Make the system profitable for each actor involved through the use of incentives. The subsidy
program should be attractive for water system managers and water vendors.

Provide adequate water system maintenance to guarantee the quality of the water service and gain
trust from community members. 

Secure alternative sources of funding beyond donors. In the long-term, consider opportunities to
build a self-sufficient system using profits generated from revenues and government support to
finance the subsidy program. For example, it may be possible to revise water tariffs upwards to help
fund the program.

Below, we propose a model for a water subsidy program that may be appropriate in Asutifi North, Ghana
(further details on proposed timelines, roles, responsibilities, and other considerations are provided in the
Technical Appendix). 

Image 1. Community consultation meetings to identify subsidy-eligible household in Asutifi North, Ghana.
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SPECIFIC RECOMMENDATIONS FOR WATER SUBSIDY

IMPLEMENTATION IN ASUTIFI NORTH, GHANA
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We advise implementing consumption subsidies at community water points. We
recommend a targeted, full consumption subsidy with a volume cap of 20 liters per person per day
to cover expected daily water consumption.

At community water points where a vendor sells water, the subsidy can be implemented
through distributing physical vouchers on a regular (e.g., monthly) basis. Each voucher
could be worth 20 liters, allowing easy distribution to households of different sizes. Vendors would
redeem vouchers and receive reimbursement from water system managers. The Social Welfare
Office and District Planning Office of the District Assembly would issue, distribute, and verify the
authenticity of the vouchers. 

At community water points where a vendor sells water, the subsidy can be implemented
through distributing physical vouchers on a regular (e.g., monthly) basis. Each voucher
could be worth 20 liters, allowing easy distribution to households of different sizes. Vendors would
redeem vouchers and receive reimbursement from water system managers. The Social Welfare
Office and District Planning Office of the District Assembly would issue, distribute, and verify the
authenticity of the vouchers. Water system managers may support voucher distribution.

At community water points with a water ATM, the subsidy can be distributed directly to
targeted households’ ATM cards. Water ATMs will require less oversight than vendor-managed
water points, although the District Assembly should still monitor subsidy implementation.

Ensuring all actors fulfill their responsibilities for subsidy implementation will likely
require incentives. In particular, the Social Welfare Office, water vendors, and water system
managers will need to be incentivized to ensure timely distribution of vouchers to the targeted
households and their adequate redemption. Depending on the actor, incentives could involve salary
bonuses, commissions, reduced water prices, or public recognition and praise of positive
performance outcomes.

Subsidies for private piped water connections could be introduced as the proportion of
households with a piped connection increases in the community. A connection subsidy
program can be “triggered” when either (i) private household connection coverage is above 50%
within the community (and the density of remaining unconnected households is sufficiently high) or
(ii) a larger subsidized private connection program is deployed within a community. We recommend
maintaining the consumption subsidy at community water points even when introducing subsidies
for piped connections, as not all households will benefit from those.

To subsidize piped household connections, we recommend using a partial subsidy design.
As such, the subsidy would cover part of the costs of extending the piped network to the
edge of eligible households’ plots. Eligible households should pay the remaining connection costs
upfront, as this will help to ensure that they will be able to pay water bills and ongoing maintenance
costs in the future. In the case where an eligible household is not able to afford water consumption
upon connection, a consumption subsidy for these households may be required to ensure the
connection is put to use and provides water.

Moving forward, the next step may involve testing a pilot program in Asutifi North, in collaboration
with Safe Water Network. This pilot program will also be informed by complementary work we have
done to assess the benefits and costs of various targeting methods to identify poor and vulnerable
households who would be eligible for water subsidies.
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Figure S1.  Summary of recommended timeline for subsidy implementation.

TECHNICAL APPENDIX: PROPOSED WATER SUBSIDY

IMPLEMENTATION IN ASUTIFI NORTH 

RECOMMENDED TIMELINE

CONSUMPTION SUBSIDIES

TIMELINE

We define consumption subsidies as an approach to subsidize daily household water consumption, whether at
community water points or private household connections. We define connection subsidies as an approach to
subsidize the installation of a long-term household private connection with direct home access to improved
water. In Asutifi North, the majority of households outside of large towns currently rely on community water
points such as standpipes, handpumps, and boreholes. Accordingly, we recommend first introducing
consumption subsidies (to subsidize daily household water consumption at community water points ) before
considering connection subsidies (to subsidize the installation of piped household connections) in the mid-
to-long term (Figure S1).

Within the next 5 years, we recommend a consumption subsidy be introduced at community water points,
including standpipes, handpumps, and mechanized boreholes. Currently, less than 10% of households
outside of large towns have private connections so consumption subsidies will be the most efficient solution
to target the poorest households. In the longer-term, consumption subsidies should remain alongside any
introduced connection subsidies. These ongoing consumption subsidies will help to reach the most
vulnerable households, such as migrant communities or the very poor who cannot afford a private
connection. 

Over the next ten or more years, consumptions subsidies should be introduced for private household
connections to help vulnerable households afford improved water in their homes. These consumption
subsidies will help to ensure that private connections are used effectively and prevent wasted investment in
connection subsidies.

SUBSIDY DESIGN

We recommend a targeted, full consumption subsidy with a volume cap. This will help the most vulnerable
households access their daily water needs while remaining easier to implement than a partial subsidy. Under
this program, the subsidy amount covers the full cost of water consumed within a pre-determined volume
cap. Subsidy recipients will be expected to pay for any water consumed beyond this volume cap.
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SUBSIDY IMPLEMENTATION

CONSUMPTION SUBSIDY IMPLEMENTATION AT STANDPIPES WITH WATER ATMS

This type of subsidy has easier accountability and implementation requirements than a partial subsidy, while
still preventing water wastage from subsidy recipients. A partial subsidy program would financially cover only
a partial amount of water required for daily needs. This could increase the effort (and thus the cost) required
for subsidy implementation. It could also mean that subsidy recipients who cannot afford their contribution
would be forced to use free or unimproved water sources, rather than improved, safe water. 

We recommend a volume cap covering all expected household water consumption. This would include water
required for drinking, cooking, and hygiene. We estimate this to be 20 liters per person per day, based on
Aquaya’s interviews with customers and water vendors in Asutifi North. Each member of an eligible
household would receive this volume cap allowance. 

We describe here how to implement a consumption subsidy at community water points. We present two
models: one for implementation at a standpipe with a water ATM, and one for general implementation at
water points with vendors, including standpipes, mechanized boreholes, and handpumps. 

Water ATMs are currently installed in some Safe Water Network systems. In these communities, customers
are issued a credit card or token linked to a personal account. Customers top up their accounts (either
through mobile money or through designated vendors) and then swipe their credit cards at the water point
ATM to “withdraw” a certain amount of water. In this case, the consumption subsidy amount can be
distributed directly to each eligible household’s water ATM credit card. Credit cards can be distributed to
eligible households in the same way that they are given to any new customer. The subsidy should be
transferred on a monthly basis. Preferably, this would be done automatically by a centralized operating
system; however, this will depend on the set-up of the specific water ATM software. Water system operators
can assist with any issues on the ground. 

Figure S2.  Implementation roadmap for consumption subsidies at water ATMs.
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CONSUMPTION SUBSIDY IMPLEMENTATION AT WATER POINTS WITH VENDORS

Oversight and Monitoring: The District Assembly and the water systems managers will be key
stakeholders in monitoring subsidy implementation. However, the District Assembly is not required to be as
involved in monitoring as with other water point implementation models. The water credit card will provide
built-in data to directly track distribution and use of the subsidy by targeted households.

At water points with vendors, consumption subsidies could be distributed monthly through vouchers. We
suggest each voucher could be worth 20L of water. The vouchers would be issued monthly by the Social
Welfare Office at the District Assembly and would include an official stamp and unique number to avoid
falsification. The Social Welfare Office is a neutral contact point and would help to avoid fraud within the
community. Water system managers would play a crucial role in ensuring on-time voucher distribution from
the District Assembly. Vendors would also play a key role, in redeeming vouchers and checking their
authenticity (determined by the District Assembly stamp). 

The vendors and water system managers that we interviewed felt that vouchers could increase
accountability, ease cash management, improve security, and increase revenue collected. One handpump
vendor stated, “Using a voucher will simplify cash management and avoid situations with change issues or
with people negotiating the price.” Vouchers could also increase revenue collected by water vendors, who
may already be providing free or reduced-cost water to poor households. One standpipe vendor stated, “The
use of vouchers is likely to lead to revenue increase as the most vulnerable households would afford to fetch
more water. We won’t need to provide water for free as we are currently doing. 

Figure S3.  Implementation roadmap for consumption subsidies at water points with vendors.
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Oversight and monitoring: The voucher system will require more detailed oversight than a subsidy at a
water ATM. Donors will issue payments directly to water system managers, and the District Assembly will
provide regular audits to ensure adequate subsidy allocation. If the water system is managed by a
centralized Small Water Enterprise (SWE), the oversight can be provided internally and take some of the
burden off of the District Assembly. 

Implementing a program at scale in a district will require a significant investment of time from the District
Assembly. We recommend limiting this to the two offices described here, the Social Welfare Office and the
District Planning Office. Involving the District Assembly in this way will help reduce the number of
stakeholders required to facilitate discussions and decision-making and could lead to quicker issuance and
distribution of vouchers from one unique office. However, if other District Assembly core functions are not
involved with this program, there could be missed opportunities for additional sponsors to support long-
term sustainability.

Incentives should be implemented to ensure buy-in from key actors. We recommend incentivizing the
Social Welfare Office, the water vendors themselves, and the water system managers. More detail on the
recommended incentive structure is provided in Table S1.

Lead the identification of eligible households (e.g.,
sharing LEAP data, assisting with surveys, or
conducting community consultations).
Inform the community (both targeted households
and non-receivers) about the subsidy program.
For water systems with vendors: instruct vendors
about their responsibilities. Print and distribute
vouchers monthly. Approve monthly payments to
water system managers.
Review monthly subsidy reports from water system
managers. 
Respond to any community complaints.
Audit effective subsidy allocation to households.

Assist with identifying eligible households and
communicating programs to the community. This is
to ensure that the targeted subsidy program does
not overlap entirely with LEAP administration
through the Social Welfare Office. 
Review monthly operations and water quality.
Resolve issues with water system managers.
Audit quality of system operations.

The responsibilities of the District Planning Office
include the following:

The District Assembly will be central to program implementation. In particular, the Social Welfare Office and
District Planning Office will have distinct roles and responsibilities. The responsibilities of the Social Welfare
Office include the following:

DISTRICT ASSEMBLY’S ROLE

Image 2. An eligibility survey in progress in Asutifi North,
Ghana.



Table S1. Suggested incentive structure for consumption subsidy program implementation.

We have identified several potential challenges with this subsidy model and describe mitigation strategies in
Table S2. 
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Image 3. Community consultation meetings to identify-eligible in Asutifi North, Ghana.
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Table S2. Potential challenges for consumption subsidy implementation, and mitigating actions for each challenge.

CONNECTION SUBSIDIES

We recommend a partial connection subsidy program to extend a piped system to the edge of the
household’s plot or yard. Households pay a contribution upfront to cover part of the connection
cost and further connections from the system inside the yard. Upon connection, the household is
responsible for maintenance and repairs after the water meter. The household contribution will increase
their buy-in to look after their piped system, and help ensure that households can afford maintenance and
water consumption costs. The household contribution could vary based on the distance to connect to the
piped system and the household’s financial situation. The subsidized amount will be sent directly to the
water system managers in charge of the connection. 

We recommend considering a consumption subsidy to be implemented after connection for
eligible households. One of the key challenges with a connection subsidy program is that water bills may
be unaffordable to households once they have obtained the piped connection. A consumption subsidy for
household water connections will help to mitigate this risk.

Private household connection coverage above 50% within a community, or
Deployment of a larger subsidized private connection program across a whole community. 

Connection subsidies can be introduced if one of the following “triggers” is met: 
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The introduction of a targeted connection subsidy program will require existing public
infrastructure as well as upfront education to targeted households. Public piped systems should
exist or be under development in a community, and the program can start when the majority (over 50%) of
households in the community are connected to the piped system or planning to be through another
subsidized program. Upfront education is required so that eligible households understand their
responsibilities for required maintenance and water costs related to private connections. Even if households
are eligible for the connection subsidy and any associated consumption subsidy, they will still be required to
contribute to the connection costs, ongoing maintenance of the connection, and part or all of the water bill.

POTENTIAL CHALLENGES
We identify several challenges to a connection subsidy program in Table S3. 

When one of these conditions is met, a targeted connection subsidy program will incur lower capital
expenditures with existing public piped systems and ensure that the poor and vulnerable households in a
community are not left behind by expanding water sources. 
 

Table S3. Challenges and mitigation strategies for a connection subsidy program.
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SUMMARY AND KEY TAKEAWAYS

The key factors recommended for program success are in Table S4. 

Table S4. Recommended criteria to ensure sustainability.

Design: Vanessa Guenther
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