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Understanding institutional and economic factors that affect the performance and financial viability of urban water systems is critical for improving water services, especially in fast growing cities of developing countries.  This dissertation undertakes this task for two cities located at the U.S-Mexico Border: Nuevo Laredo, Tamaulipas, and Laredo, Texas.


In Chapter One, our in-depth analysis shows how two different institutional contexts produce singular local accountability environments that affect the level of performance of both COMAPA and LUWD (respectively the Nuevo Laredo and Laredo water utilities).  We find that inadequate local institutional arrangements underlie the problems experienced by these two water utilities.  To improve performance, we recommend a closer accountability relationship between customers and their water utility with the creation of customer councils, more information transparency, staff professionalization, and independent audits.


The second chapter analyzes non-payment in Nuevo Laredo and compares specific policies crafted to deal with non-payment of water services.  We find that the institutional context but also operational issues likely determine nonpayment behavior.  Our analysis also shows that households unconnected to municipal services suffer most from non-payment.  Indeed, financial shortfall hampers COMAPA’s ability to extend its services to the poorest part of the population, who must continue buying water at a much higher price than the cost of municipal tap water.


The third chapter assesses quantitatively the impact of non-payment and pricing on water demand.  We analyze a unique panel dataset of monthly household water use from Nuevo Laredo, Mexico.  Using Fixed Effects panel models, our results indicate that more affluent households who fail to pay their water bills on a regular basis consume 2.2% more than their well-behaved peers; by contrast, less affluent delinquent households consume only 0.8% more water than their counterparts in good standing with COMAPA.  Using a GMM approach, we also estimate price elasticities for water and find a range from -0.30 to -0.83 for households in good standing, depending on the block rate where they consume.  The most important conclusion of this chapter is that non-payment behavior clearly affects both water conservation and the effectiveness of pricing.
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