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Throughout history water has confronted humanity with some of its greatest challenges. Water is a source of life and a natural resource 

that sustains our environment and supports livelihoods. But it is also a source of risk and vulnerability. In the early 21st century prospects 

for human development are threatened by a deepening global water crisis. Debunking the myth that the crisis is the result of scarcity, this 

Report argues that poverty, power and inequality are at the heart of the problem.

In a world of unprecedented wealth almost 2 million children die each year for want of clean water and adequate sanitation. Millions of 

women and young girls are forced to spend hours collecting and carrying water, restricting their opportunities and their choices. And 

waterborne infectious diseases are holding back economic growth and poverty reduction in some of the world’s poorest countries. 

Beyond the household, competition for water as a productive resource is intensifying. Symptoms of that competition include the collapse 

of water-based ecological systems, declining river flows and large-scale groundwater depletion. Conflicts over water are intensifying 

within countries, with the rural poor losing out. The potential for tensions between countries is also growing, though there are large 

human development gains to be realized from increased cooperation.

The Human Development Report continues to frame debates on some of the most pressing challenges facing humanity. Human 

Development Report 2006:

• Investigates the underlying causes and consequences of a crisis that leaves 1.1 billion people without access to safe water and 2.6 

billion without access to sanitation.

• Argues for a concerted drive to achieve water and sanitation for all through national strategies and a global plan of action.

• Examines the social and economic forces that are driving water shortages and marginalizing the poor in agriculture.

• Looks at the scope for international cooperation to resolve cross-border tensions in water management.

• Includes special contributions from Gordon Brown and Ngozi Okonjo-Iweala, President Lula, President Carter, and UN 

Secretary-General Kofi Annan.

Beyond scarcity:
Power, poverty and the global water crisis



The cover design captures 
the idea that millions of the 
world’s people lack access 
to safe water not because 

of scarcity, but because they are 
locked out by poverty, inequality and 
government failures. Tackling these 
problems holds the key to resolving 
the global water crisis.

Safe water and sanitation are 
fundamental to human development. 
When people are deprived in these 
areas, they face diminished 
opportunities to realize their 
potential as human beings. Unsafe 
water and inadequate sanitation are 
two of the great drivers of world 
poverty and inequality. They claim 
millions of lives, destroy livelihoods, 
compromise dignity and diminish 
prospects for economic growth. Poor 
people, especially poor women and 
children, bear the brunt of the human 
costs.

At the start of the 21st century we live 
in a world of unparalleled prosperity. 
Yet almost 2 million children die each 
year for want of clean water and a 
toilet. More than 1 billion people do 
not have access to safe water and 
some 2.6 billion lack adequate 
sanitation. Meanwhile, inadequate 
access to water as a productive 
resource consigns millions to lives of 
poverty and vulnerability. The Report 
documents the systematic violation 
of the right to water, identifies the 
underlying causes of the crisis and 
sets out an agenda for change.
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New materials from the Human Development Report Office

Journal of Human Development: Alternative Economics in Action

�e journal provides a forum for the open exchange of ideas among a broad spectrum of policy-makers, economists and academics.

Subscription information: �e Journal of Human Development is a peer-reviewed journal, published three times a year 
(March, July and November) by Routledge Journals, an imprint of Taylor and Francis Group Ltd, 4 Park Square, Abingdon, 
Oxfordshire OX14 4RN, United Kingdom.
http://www.tandf.co.uk/journals

Human Development Reports are also prepared at the national, sub-national and regional levels. �e �rst national Human 
Development Report was launched in 1992. 
• Since 1992 more than 550 national and sub-national Human Development Reports have been produced by country teams 

with United Nations Development Programme (UNDP) support in more than 130 countries, as well as 30 regional Human 
Development Reports.

• As policy advocacy documents, these reports bring the human development concept to national dialogues through country-
led and country-owned processes of consultation, research and writing. 

• Human Development Report data, o�en disaggregated by gender, by ethnic group or along rural and urban lines, help identify 
inequality, measure progress and �ag early warning signs of possible con�ict. 

• Because the national, subnational and regional Human Development Reports are grounded in local perspectives, they can 
in�uence national strategies, including policies targeting the Millennium Development Goals and other human development 
priorities. 

For more information on national, subnational and regional Human Development Reports,
including a database of all Human Development Reports, see:

• Human Development Report Database:  http://hdr.undp.org/reports/view_reports.cfm
• NHuman Development Report Workspace:  http://hdr.undp.org/nhdr/
• Human Development Report Networks:  http://hdr.undp.org/nhdr/networks/
• NHuman Development Report Toolkit:  http://hdr.undp.org/nhdr/toolkit/default.html
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Consumption for Human Development
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Concept and Measurement of Human Development
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Foreword

This year’s Human Development Report looks at 
an issue that profoundly influences human poten-
tial and progress towards the Millennium Devel-
opment Goals. Throughout history human prog-
ress has depended on access to clean water and on 
the ability of societies to harness the potential of 
water as a productive resource. Water for life in 
the household and water for livelihoods through 
production are two of the foundations for human 
development. Yet for a large section of humanity 
these foundations are not in place.

The word crisis is sometimes overused in de-
velopment. But when it comes to water, there is a 
growing recognition that the world faces a crisis 
that, left unchecked, will derail progress towards 
the Millennium Development Goals and hold 
back human development. For some, the global 
water crisis is about absolute shortages of physi-
cal supply. The Report rejects this view. It argues 
that the roots of the crisis in water can be traced 
to poverty, inequality and unequal power rela-
tionships, as well as flawed water management 
policies that exacerbate scarcity.

Access to water for life is a basic human need 
and a fundamental human right. Yet in our in-
creasingly prosperous world, more than 1 billion 

people are denied the right to clean water and 
2.6 billion people lack access to adequate sanita-
tion. These headline numbers capture only one 
dimension of the problem. Every year some 1.8 
million children die as a result of diarrhoea and 
other diseases caused by unclean water and poor 
sanitation. At the start of the 21st century un-
clean water is the world’s second biggest killer of 
children. Every day millions of women and young 
girls collect water for their families—a ritual that 
reinforces gender inequalities in employment and 
education. Meanwhile, the ill health associated 
with deficits in water and sanitation undermines 
productivity and economic growth, reinforcing 
the deep inequalities that characterize current 
patterns of globalization and trapping vulnerable 
households in cycles of poverty.

As the Report shows, the sources of the prob-
lem vary by country, but several themes emerge. 
First, few countries treat water and sanitation as 
a political priority, as witnessed by limited budget 
allocations. Second, some of the world’s poorest 
people are paying some of the world’s highest prices 
for water, reflecting the limited coverage of water 
utilities in the slums and informal settlements 
where poor people live. Third, the international 

Human development is first and foremost about allowing people to lead a life that 
they value and enabling them to realize their potential as human beings. The nor-
mative framework for human development is today reflected in the broad vision set 
out in the Millennium Development Goals, the internationally agreed set of time-
bound goals for reducing extreme poverty, extending gender equality and advancing 
opportunities for health and education. Progress towards these objectives provides a 
benchmark for assessing the international community’s resolve in translating com-
mitments into action. More than that, it is a condition for building shared prosperity 
and collective security in our increasingly interdependent world.
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 community has failed to prioritize water and sani-
tation in the partnerships for development that 
have coalesced around the Millennium Develop-
ment Goals. Underlying each of these problems is 
the fact that the people suffering the most from the 
water and sanitation crisis—poor people in general 
and poor women in particular—often lack the po-
litical voice needed to assert their claims to water. 

These and other issues are carefully exam-
ined in the Report. The challenges it sets out are 
daunting. But the authors do not offer a coun-
sel of despair. As the evidence makes clear, this 
is a battle that we can win. Many countries have 
made extraordinary progress in providing clean 
water and sanitation. Across the developing 
world people living in slums and rural villages 
are providing leadership by example, mobiliz-
ing resources and displaying energy and innova-
tion in tackling their problems. At the start of 
the 21st century we have the finance, technology 
and capacity to consign the water and sanita-
tion crisis to history just as surely as today’s rich 
countries did a century ago. What has been lack-
ing is a concerted drive to extend access to water 
and sanitation for all through well designed and 
properly financed national plans, backed by a 
global plan of action to galvanize political will 
and mobilize resources.

Water for livelihoods poses a different set 
of challenges. The world is not running out of 
water, but many millions of its most vulnerable 
people live in areas subject to mounting water 
stress. Some 1.4 billion people live in river basins 
in which water use exceeds recharge rates. The 
symptoms of overuse are disturbingly clear: riv-
ers are drying up, groundwater tables are falling 
and water-based ecosystems are being rapidly de-
graded. Put bluntly, the world is running down 
one of its most precious natural resources and run-
ning up an unsustainable ecological debt that will 
be inherited by future generations.

Far more also needs to be done in the face 
of the threats to human development posed by 
climate change. As the Report stresses, this is 
not a future threat. Global warming is already 

 happening—and it has the potential in many 
countries to roll back human development gains 
achieved over generations. Reduced water sup-
plies in areas already marked by chronic water 
stress, more extreme weather patterns and the 
melting of glaciers are part of the looming chal-
lenge. Multilateral action to mitigate climate 
change by reducing carbon emissions is one leg 
of the public policy response for meeting that 
challenge. The other is a far stronger focus on 
supporting adaptation strategies.

It is already clear that competition for water 
will intensify in the decades ahead. Population 
growth, urbanization, industrial development and 
the needs of agriculture are driving up demand for 
a finite resource. Meanwhile, the recognition is 
growing that the needs of the environment must 
also be factored in to future water use patterns. 
Two obvious dangers emerge. First, as national 
competition for water intensifies, people with 
the weakest rights—small farmers and women 
among them—will see their entitlements to water 
eroded by more powerful constituencies. Second, 
water is the ultimate fugitive resource, traversing 
borders through rivers, lakes and aquifers—a fact 
that points to the potential for cross-border ten-
sions in water-stressed regions. Both dangers can 
be addressed and averted through public policies 
and international cooperation—but the warning 
signs are clearly visible on both fronts.

The Report, a product of research and analy-
sis by international experts and staff across the 
UN system, is intended to stimulate debate and 
dialogue around a set of issues that will have a 
profound bearing on progress towards achiev-
ing the Millennium Development Goals and 
human development.

Kemal Derviş
Administrator

United Nations Development Programme

The analysis and policy recommendations of the Report do not necessarily reflect the views of the United Nations Develop-
ment Programme, its Executive Board or its Member States. The Report is an independent publication commissioned by 
UNDP. It is the fruit of a collaborative effort by a team of eminent consultants and advisers and the Human Development 
Report team. Kevin Watkins, Director of the Human Development Report Office, led the effort.
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The water is not good in this pond. We collect it because we have no alternative. All the 
animals drink from the pond as well as the community. Because of the water we are 
also getting different diseases.
 Zenebech Jemel, Chobare Meno, Ethiopia

Of course I wish I were in school. I want to learn to read and write…. But how can I? 
My mother needs me to get water.

 Yeni Bazan, age 10, El Alto, Bolivia

The conditions here are terrible. There is sewage everywhere. It pollutes our water. Most 
people use buckets and plastic bags for toilets. Our children suffer all the time from diar-
rhoea and other diseases because it is so filthy.
 Mary Akinyi, Kibera, Nairobi, Kenya

They [the factories] use so much water while we barely have enough for our basic needs, 
let alone to water our crops.

 Gopal Gujur, farmer, Rajasthan, India

Four voices from four countries united by a sin-
gle theme: deprivation in access to water. That 
deprivation can be measured by statistics, but 
behind the numbers are the human faces of the 
millions of people denied an opportunity to re-
alize their potential. Water, the stuff of life and a 
basic human right, is at the heart of a daily crisis 
faced by countless millions of the world’s most 
vulnerable people—a crisis that threatens life 
and destroys livelihoods on a devastating scale. 

Unlike wars and natural disasters, the 
global crisis in water does not make media 
headlines. Nor does it galvanize concerted in-
ternational action. Like hunger, deprivation 
in access to water is a silent crisis experienced 
by the poor and tolerated by those with the re-
sources, the technology and the political power 
to end it. Yet this is a crisis that is holding back 

human progress, consigning large segments of 
humanity to lives of poverty, vulnerability and 
insecurity. This crisis claims more lives through 
disease than any war claims through guns. It 
also reinforces the obscene inequalities in life 
chances that divide rich and poor nations in 
an increasingly prosperous and interconnected 
world and that divide people within countries 
on the basis of wealth, gender and other mark-
ers for disadvantage.

Overcoming the crisis in water and sani-
tation is one of the great human development 
challenges of the early 21st century. Success in 
addressing that challenge through a concerted 
national and international response would act 
as a catalyst for progress in public health, edu-
cation and poverty reduction and as a source of 
economic dynamism. It would give a decisive 

Overview

Beyond	scarcity
Power,	poverty	and	the	global	water	crisis

The global crisis in water 

consigns large segments 

of humanity to lives of 

poverty, vulnerability 

and insecurity
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 impetus to the Millennium Development 
Goals—the targets adopted by governments 
as part of a global partnership for poverty re-
duction. The business as usual alternative is to 
tolerate a level of avoidable suffering and loss of 
human potential that all governments should 
regard as ethically indefensible and economi-
cally wasteful.

Water for life, water for livelihoods

“By means of water”, says the Koran, “we give life 
to everything.” That simple teaching captures a 
deeper wisdom. People need water as surely as 
they need oxygen: without it life could not exist. 
But water also gives life in a far broader sense. 
People need clean water and sanitation to sus-
tain their health and maintain their dignity. But 
beyond the household water also sustains eco-
logical systems and provides an input into the 
production systems that maintain livelihoods. 

Ultimately, human development is about 
the realization of potential. It is about what 
people can do and what they can become—their 
capabilities—and about the freedom they have 
to exercise real choices in their lives. Water per-
vades all aspects of human development. When 
people are denied access to clean water at home 
or when they lack access to water as a produc-
tive resource their choices and freedoms are 
constrained by ill health, poverty and vulner-
ability. Water gives life to everything, including 
human development and human freedom.

In this year’s Human Development Report 
we look at two distinct themes in the global 
water crisis. The first, explored in chapters 1–3, 
is water for life. Delivering clean water, remov-
ing wastewater and providing sanitation are 
three of the most basic foundations for human 
progress. We look at the costs of not putting in 
place these foundations and set out some of the 
strategies needed to bring universal access to 
water and sanitation within reach. The second 
theme, water for livelihoods, is the subject of 
chapters 4–6. Here we focus on water as a pro-
ductive resource shared within countries and 
across borders, highlighting the immense chal-
lenges now facing many governments to man-
age water equitably and efficiently.

Some commentators trace the global chal-
lenge in water to a problem of scarcity. The spirit 
of Thomas Malthus, who in the 19th century 
disconcerted political leaders by predicting a 
future of food shortages, increasingly pervades 
international debates on water. With popula-
tion rising and demands on the world’s water 
expanding, so the argument runs, the future 
points to a “gloomy arithmetic” of shortage. 
We reject this starting point. The availability of 
water is a concern for some countries. But the 
scarcity at the heart of the global water crisis is 
rooted in power, poverty and inequality, not in 
physical availability.

Nowhere is this more apparent than in the 
area of water for life. Today, some 1.1 billion 
people in developing countries have inadequate 
access to water, and 2.6 billion lack basic sanita-
tion (figure 1). Those twin deficits are rooted in 
institutions and political choices, not in water’s 
availability. Household water requirements rep-
resent a tiny fraction of water use, usually less 
than 5% of the total, but there is tremendous 
inequality in access to clean water and to sanita-
tion at a household level. In high-income areas of 
cities in Asia, Latin America and Sub-Saharan 
 Africa people enjoy access to several hundred 
 litres of water a day delivered into their homes at 
low prices by public utilities. Meanwhile, slum 
dwellers and poor households in rural areas of 
the same countries have access to much less than 
the 20 litres of water a day per person required to 
meet the most basic human needs. Women and 
young girls carry a double burden of disadvan-
tage, since they are the ones who sacrifice their 
time and their education to collect water.

Much the same applies to water for liveli-
hoods. Across the world agriculture and in-
dustry are adjusting to tightening hydrological 
constraints. But while scarcity is a widespread 
problem, it is not experienced by all. In water-
stressed parts of India irrigation pumps extract 
water from aquifers 24 hours a day for wealthy 
farmers, while neighbouring smallholders de-
pend on the vagaries of rain. Here, too, the un-
derlying cause of scarcity in the large majority of 
cases is institutional and political, not a physical 
deficiency of supplies. In many countries scar-
city is the product of public policies that have 

The scarcity at the heart 

of the global water crisis is 

rooted in power, poverty 

and inequality, not in 

physical availability
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encouraged overuse of water through subsidies 
and underpricing.

There is more than enough water in the 
world for domestic purposes, for agriculture and 
for industry. The problem is that some people—
notably the poor—are systematically excluded 
from access by their poverty, by their limited 
legal rights or by public policies that limit ac-
cess to the infrastructures that provide water 
for life and for livelihoods. In short, scarcity is 
manufactured through political processes and 
institutions that disadvantage the poor. When 

it comes to clean water, the pattern in many 
countries is that the poor get less, pay more and 
bear the brunt of the human development costs 
associated with scarcity.

Human security, citizenship and social 
justice
Just over a decade ago Human Development  
Report 1994 introduced the idea of human se-
curity to the wider debate on development. The 
aim was to look beyond narrow perceptions of 
national security, defined in terms of military 

Shrinking slowly: the global water and sanitation deficitFigure 1
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threats and the protection of strategic foreign 
policy goals, and towards a vision of security 
rooted in the lives of people. 

Water security is an integral part of this 
broader conception of human security. In broad 
terms water security is about ensuring that every 
person has reliable access to enough safe water 
at an affordable price to lead a healthy, digni-
fied and productive life, while maintaining the 
ecological systems that provide water and also 
depend on water. When these conditions are 
not met, or when access to water is disrupted, 
people face acute human security risks trans-
mitted through poor health and the disruption 
of livelihoods. 

In the world of the early 21st century na-
tional security concerns loom large on the in-
ternational agenda. Violent conflict, concerns 
over terrorist threats, the proliferation of nu-
clear weapons and the growth of illicit trade 
in arms and drugs all pose acute challenges. 
Against this backdrop it is easy to lose sight 
of some basic human security imperatives, in-
cluding those linked to water. The 1.8 million 
child deaths each year related to unclean water 
and poor sanitation dwarf the casualties associ-
ated with violent conflict. No act of terrorism 
generates economic devastation on the scale of 
the crisis in water and sanitation. Yet the issue 
barely registers on the international agenda. 

It is not just the contrast with national secu-
rity imperatives that is striking. Today, interna-
tional action to tackle the crisis in HIV/AIDS 
has been institutionalized on the agenda of the 
Group of Eight countries. Threatened with 
a potential public health crisis in the form of 
avian flu, the world mobilizes rapidly to draw 
up a global plan of action. But the living reality 
of the water and sanitation crisis elicits only the 
most minimal and fragmented response. Why 
is that? One plausible explanation is that, un-
like HIV/AIDS and avian flu, the water and 
sanitation crisis poses the most immediate 
and most direct threat to poor people in poor 
 countries—a constituency that lacks a voice in 
shaping national and international perceptions 
of human security.

Apart from the highly visible destructive 
impacts on people, water insecurity violates 

some of the most basic principles of social jus-
tice. Among them:
• Equal citizenship. Every person is entitled 

to an equal set of civil, political and social 
rights, including the means to exercise these 
rights effectively. Water insecurity compro-
mises these rights. A woman who spends 
long hours collecting water, or who suffers 
from constant water-related illness, has less 
capacity to participate in society, even if she 
can participate in electing her government.

• The social minimum. All citizens should 
have access to resources sufficient to meet 
their basic needs and live a dignified life. 
Clean water is part of the social minimum, 
with 20 litres per person each day as the 
minimum threshold requirement.

• Equality of opportunity. Equality of op-
portunity, a key requirement for social 
justice, is diminished by water insecurity. 
Most people would accept that education 
is integral to equality of opportunity. For 
example, children unable to attend school 
when they are afflicted by constant bouts 
of sickness caused by unclean water do not, 
in any meaningful sense, enjoy a right to 
education.

• Fair distribution. All societies set limits to 
the justifiable extent of inequality. Deep in-
equality in access to clean water in the home 
or productive water in the field does not 
meet the criterion for fair distribution, es-
pecially when linked to high levels of avoid-
able child death or poverty.
The idea of water as a human right reflects 

these underlying concerns. As the UN Secretary-
General has put it, “Access to safe water is a fun-
damental human need and, therefore, a basic 
human right.” Upholding the human right to 
water is an end in itself and a means for giving 
substance to the wider rights in the Universal 
Declaration of Human Rights and other le-
gally binding instruments—including the right 
to life, to education, to health and to adequate 
housing. Ensuring that every person has access 
to at least 20 litres of clean water each day to 
meet basic needs is a minimum requirement for 
respecting the right to water—and a minimum 
target for governments.

Ensuring that every person 

has access to at least 

20 litres of clean water 

each day is a minimum 

requirement for respecting 

the human right to water
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Human rights are not optional extras. Nor 
are they a voluntary legal provision to be em-
braced or abandoned on the whim of individual 
governments. They are binding obligations that 
reflect universal values and entail responsibili-
ties on the part of governments. Yet the human 
right to water is violated with impunity on a 
widespread and systematic basis—and it is the 
human rights of the poor that are subject to the 
gravest abuse.

Reaching the Millennium Development 
Goal target in 2015—a test of humanity
There is now less than 10 years to go to the 2015 
target date for achieving the Millennium De-
velopment Goals—the time-bound targets of 
the international community for reducing ex-
treme poverty and hunger, cutting child deaths, 
getting children an education and overcoming 
gender inequalities. Progress in each of these 
areas will be conditioned by how governments 
respond to the crisis in water.

The Millennium Development Goals pro-
vide a benchmark for measuring progress to-
wards the human right to water. That is why 
halving the proportion of world population 
without sustainable access to safe drinking 
water and basic sanitation—Goal 7, target 10—
is a key target in its own right. But achieving 
that target is critical to the attainment of other 
goals. Clean water and sanitation would save 
the lives of countless children, support progress 
in education and liberate people from the ill-
nesses that keep them in poverty. 

The urgency of achieving the Millennium 
Development Goal for water and sanitation 
cannot be overstated. Even if the targets are 
achieved, there will still be more than 800 mil-
lion people without water and 1.8 billion people 
without sanitation in 2015. Yet despite progress 
the world is falling short of what is needed, es-
pecially in the poorest countries. Changing this 
picture will require sustained action over the 
next decade allied to a decisive break with the 
current business as usual model.

The 2015 target date is important for practi-
cal and symbolic reasons. At a practical level it 
reminds us that time is running out—and that 
the deadline for the investments and policies 

needed to deliver results is fast approaching. 
Symbolically, 2015 matters in a deeper sense. 
The state of the world in that year will be a 
judgement on the state of international cooper-
ation today. It will hold up a mirror to the gen-
eration of political leaders that signed the Mil-
lennium Development Goal pledge and deliver 
the verdict on whether the pledge was honoured 
in the breach or the observance.

Some time in 2015 another less important 
but no less symbolic event will take place. The 
US National Aeronautics and Space Adminis-
tration will launch the Jupiter Icy Moons Proj-
ect. Using technology now under development, 
a spacecraft will be dispatched to orbit three 
of Jupiter’s moons to investigate the composi-
tion of the vast saltwater lakes beneath their ice 
 surfaces—and to determine whether the condi-
tions for life exist. The irony of humanity spend-
ing billions of dollars in exploring the potential 
for life on other planets would be powerful—
and tragic—if at the same time we allow the 
destruction of life and human capabilities on 
planet Earth for want of far less demanding 
technologies: the infrastructure to deliver clean 
water and sanitation to all. Providing a glass of 
clean water and a toilet may be challenging, but 
it is not rocket science.

Mahatma Gandhi once commented that 
“the difference between what we do and what 
we are capable of doing would suffice to solve 
most of the world’s problems.” That observation 
has a powerful resonance for the Millennium 
Development Goals. The unprecedented com-
bination of resources and technology at our dis-
posal today makes the argument that the 2015 
targets are beyond our reach both intellectually 
and morally indefensible. We should not be sat-
isfied with progress that falls short of the goals 
set—or with half measures that leave whole sec-
tions of humanity behind.

Water for life—the global crisis in water 
and sanitation
Clean water and sanitation are among the most 
powerful drivers for human development. They 
extend opportunity, enhance dignity and help 
create a virtuous cycle of improving health and 
rising wealth.

“Not having access” to water 

and sanitation is a polite 

euphemism for a form of 

deprivation that threatens 

life, destroys opportunity and 

undermines human dignity
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People living in rich countries today are 
only dimly aware of how clean water fostered 
social progress in their own countries. Just over 
a hundred years ago London, New York and 
Paris were centres of infectious disease, with 
diarrhoea, dysentery and typhoid fever under-
mining public health. Child death rates were 
as high then as they are now in much of Sub-
Saharan Africa. The rising wealth from indus-
trialization boosted income, but child mortal-
ity and life expectancy barely changed. 

Sweeping reforms in water and sanitation 
changed this picture. Clean water became the 
vehicle for a leap forward in human progress. 
Driven by coalitions for social reform, by moral 
concern and by economic self-interest, govern-
ments placed water and sanitation at the centre 
of a new social contract between states and citi-
zens. Within a generation they put in place the 
finance, technology and regulations needed to 
bring water and sanitation for all within reach. 

The new infrastructure broke the link be-
tween dirty water and infectious disease. By one 
estimate water purification explains almost half 
the mortality reduction in the United States in 
the first third of the 20th century. In Great 
Britain the expansion of sanitation contributed 
to a 15-year increase in life expectancy in the 
four decades after 1880.

The fault line between sanitation 
and water
In rich countries clean water is now available at 
the twist of a tap. Private and hygienic sanitation 
is taken for granted. Concern over water short-
ages may occasionally surface in some countries. 
But that concern has to be placed in perspective. 
Children in rich countries do not die for want 
of a glass of clean water. Young girls are not kept 
home from school to make long journeys to col-
lect water from streams and rivers. And water-
borne infectious disease is a subject for history 
books, not hospital wards and morgues.

The contrast with poor countries is strik-
ing. While deprivation is unequally distributed 
across regions, the facts of the global water cri-
sis speak for themselves. Some 1.1 billion people 
in the developing world do not have access to a 
minimal amount of clean water. Coverage rates 

are lowest in Sub-Saharan Africa, but most peo-
ple without clean water live in Asia. Deprivation 
in sanitation is even more widespread. Some 
2.6 billion people—half the developing world’s 
 population—do not have access to basic sanita-
tion. And systemic data underreporting means 
that these figures understate the problem.

“Not having access” to water and sanita-
tion is a polite euphemism for a form of depri-
vation that threatens life, destroys opportunity 
and undermines human dignity. Being with-
out access to water means that people resort to 
ditches, rivers and lakes polluted with human 
or animal excrement or used by animals. It also 
means not having sufficient water to meet even 
the most basic human needs. 

While basic needs vary, the minimum 
threshold is about 20 litres a day. Most of the 
1.1 billion people categorized as lacking access 
to clean water use about 5 litres a day—one-
tenth of the average daily amount used in rich 
countries to flush toilets. On average, people in 
Europe use more than 200 litres—in the United 
States more than 400 litres. When a European 
person flushes a toilet or an American person 
showers, he or she is using more water than is 
available to hundreds of millions of individu-
als living in urban slums or arid areas of the de-
veloping world. Dripping taps in rich countries 
lose more water than is available each day to 
more than 1 billion people.

Not having access to sanitation means that 
people are forced to defecate in fields, ditches 
and buckets. The “flying toilets” of Kibera, 
a slum in Nairobi, Kenya, highlight what it 
means to be without sanitation. Lacking access 
to toilets, people defecate into plastic bags that 
they throw onto the streets. The absence of toi-
lets poses particularly severe public health and 
security problems for women and young girls. 
In sanitation as in water, gender inequality 
structures the human costs of disadvantage.

Access to water and sanitation reinforces 
some long-standing human development les-
sons. On average, coverage rates in both areas 
rise with income: increasing wealth tends to 
bring with it improved access to water and 
sanitation. But there are very large variations 
around the average. Some countries—such as 

Water and sanitation are 

among the most powerful 

preventive medicines 

available to governments to 

reduce infectious disease. 

Investment in this area is to 

killer diseases like diarrhoea 

what immunization is to 

measles—a life-saver



	 summary	 human de velopment report 2006	 1�

Bangladesh and Thailand in sanitation, and Sri 
Lanka and Viet Nam in water—do far better 
than would be expected solely on the basis of 
income. Others—such as India and Mexico for 
sanitation—do far worse. The lesson: income 
matters, but public policy shapes the conversion 
of income into human development.

The human development costs—
immense
Deprivation in water and sanitation produces 
multiplier effects. The ledger includes the fol-
lowing costs for human development: 
• Some 1.8 million child deaths each year as a 

result of diarrhoea—4,900 deaths each day 
or an under-five population equivalent in 
size to that for London and New York com-
bined (figure 2). Together, unclean water 
and poor sanitation are the world’s second 
biggest killer of children. Deaths from di-
arrhoea in 2004 were some six times greater 
than the average annual deaths in armed 
conflict for the 1990s.

• The loss of 443 million school days each 
year from water-related illness.

• Close to half of all people in developing 
countries suffering at any given time from a 
health problem caused by water and sanita-
tion deficits.

• Millions of women spending several hours a 
day collecting water.

• Lifecycles of disadvantage affecting mil-
lions of people, with illness and lost educa-
tional opportunities in childhood leading 
to poverty in adulthood.
To these human costs can be added the 

massive economic waste associated with the 
water and sanitation deficit. Measuring these 
costs is inherently difficult. However, new re-
search undertaken for this year’s Human Devel-
opment Report highlights the very large losses 
sustained in some of the world’s poorest coun-
tries. The research captures the costs associated 
with health spending, productivity losses and 
labour diversions.

Losses are greatest in some of the poorest 
countries. Sub-Saharan Africa loses about 5% 
of GDP, or some $28.4 billion annually, a figure 
that exceeds total aid flows and debt relief to the 
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region in 2003. In one crucial respect these ag-
gregate economic costs obscure the real impact 
of the water and sanitation deficit. Most of the 
losses are sustained by households below the 
poverty line, retarding the efforts of poor peo-
ple to produce their way out of poverty.

On any measure of efficiency, investments in 
water and sanitation have the potential to gen-
erate a high return. Every $1 spent in the sector 
creates on average another $8 in costs averted 
and productivity gained. Beyond this static 
gain, improved access to water and sanitation 
has the potential to generate long-run dynamic 
effects that will boost economic efficiency.

Whether measured against the benchmark 
of human suffering, economic waste or extreme 
poverty, the water and sanitation deficit inflicts a 
terrifying toll. The flip-side is the potential for re-
ducing that deficit as a means for human progress. 
Water and sanitation are among the most power-
ful preventive medicines available to governments 
to reduce infectious disease. Investment in this 
area is to killer diseases like diarrhoea what im-
munization is to measles—a life-saver. Research 
for the Report shows that access to safe water 
reduces child death rates by more than 20% in 
Cameroon and Uganda. In Egypt and Peru the 
presence of a flush toilet in the house reduces the 
risk of infant death by more than 30% (figure 3).

A crisis above all for the poor
The crisis in water and sanitation is—above all—
a crisis for the poor. Almost two in three people 
lacking access to clean water survive on less than 
$2 a day, with one in three living on less than $1 a 
day. More than 660 million people without sani-
tation live on less than $2 a day, and more than 
385 million on less than $1 a day (figure 4). 

These facts have important public policy 
implications. They point clearly towards the 
limited capacity of unserved populations to fi-
nance improved access through private spend-
ing. While the private sector may have a role to 
play in delivery, public financing holds the key 
to overcoming deficits in water and sanitation.

The distribution of access to adequate water 
and sanitation in many countries mirrors the 
distribution of wealth. Access to piped water 
into the household averages about 85% for the 

wealthiest 20% of the population, compared 
with 25% for the poorest 20% (figure 5). Inequal-
ity extends beyond access. The perverse principle 
that applies across much of the developing world 
is that the poorest people not only get access to 
less water, and to less clean water, but they also 
pay some of the world’s highest prices:
• People living in the slums of Jakarta, Indo-

nesia; Manila, the Philippines; and Nairobi, 
Kenya, pay 5–10 times more for water per 
unit than those in high-income areas of 
their own cities—and more than consum-
ers pay in London or New York (figure 6). 

• High-income households use far more water 
than poor households. In Dar es Salam, Tan-
zania, and Mumbai, India, per capita water 
use is 15 times higher in high-income sub-
urbs linked to the utility than in slum areas.

• Inequitable water pricing has perverse conse-
quences for household poverty. The poorest 
20% of households in El Salvador, Jamaica 
and Nicaragua spend on average more than 
10% of their household income on water. In 
the United Kingdom a 3% threshold is seen 
as an indicator of hardship.

Prognosis for meeting the Millennium 
Development Goal target
The Millennium Development Goals are not the 
first set of ambitious targets embraced by govern-
ments. “Water and sanitation for all” within a 
decade was among the impressive set of targets 
adopted following high-level conferences in the 
1970s and the 1980s. Performance fell far short of 
the promise. Will it be different this time round?

In aggregate the world is on track for the 
target for water largely because of strong prog-
ress in China and India, but only two regions 
are on track for sanitation (East Asia and Latin 
America). Large regional and national varia-
tions are masked by the global picture.
• On current trends Sub-Saharan Africa will 

reach the water target in 2040 and the sani-
tation target in 2076 (figure 7). For sanita-
tion South Asia is 4 years off track, and for 
water the Arab States are 27 years off track.

• Measured on a country by country basis, the 
water target will be missed by 234 million 
people, with 55 countries off track.

Poor people 
account for most 
of the water and 
sanitation deficit
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• The sanitation target will be missed by 430 
million people, with 74 countries off track. 

• For Sub-Saharan Africa to get on track, 
connection rates for water will have to rise 
from 10 million a year in the past decade to 
23 million a year in the next decade. South 
Asia’s rate of sanitation provision will have 
to rise from 25 million people a year to 43 
million a year.
The Millennium Development Goals 

should be seen as a minimum threshold of pro-
vision not as a ceiling. Even if they are achieved, 
there will still be a large global deficit. What is 
worrying about the current global trajectory is 
that the world is on course to finish below the 
floor defined by the Millennium Development 
Goal promise. 

Closing the gaps between current trends 
and targets
Changing this picture is not just the right thing 
to do, but also the sensible thing to do. It is the 
right thing to do because water and sanitation are 
basic human rights—and no government should 
be willing to turn a blind eye to the current level 
of human rights violation or the associated loss of 
human potential. And it is the sensible thing to 
do because access to water and sanitation equips 
people to get themselves out of poverty and to 
contribute to national prosperity.

Quantifying the potential gains for human 
development from progress in water and sanita-
tion is difficult. But best estimates suggest that 
the benefits heavily outweigh the costs. The ad-
ditional costs of achieving the Millennium De-
velopment Goal on the basis of the lowest-cost, 
sustainable technology option amount to about 
$10 billion a year. Closing the gap between cur-
rent trends and target trends for achieving the 
Millennium Development Goal for water and 
sanitation would result in:
• Some 203,000 fewer child deaths in 2015 

and more than 1 million children’s lives 
saved over the next decade.

• An additional 272 million days gained in 
school attendance as a result of reduced epi-
sodes of diarrhoea alone.

• Total economic benefits of about $38 bil-
lion annually. The benefits for Sub-Saharan 

 Africa—about $15 billion—would represent 
60% of its 2003 aid flows. Gains for South 
Asia would represent almost $6 billion. 
Can the world afford to meet the costs of ac-

celerated progress towards water and sanitation 
provision? The more appropriate question is: can 
the world afford not to make the investments?

The $10 billion price tag for the Millen-
nium Development Goal seems a large sum—
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but it has to be put in context. It represents less 
than five days’ worth of global military spend-
ing and less than half what rich countries spend 
each year on mineral water. This is a small price 
to pay for an investment that can save millions 
of young lives, unlock wasted education poten-
tial, free people from diseases that rob them of 
their health and generate an economic return 
that will boost prosperity.

Four foundations for success
If high-level international conferences, encour-
aging statements and bold targets could deliver 
clean water and basic sanitation, the global cri-
sis would have been resolved long ago. Since 
the mid-1990s there has been a proliferation of 
international conferences dealing with water, 
along with a proliferation of high-level inter-
national partnerships. Meanwhile, there are 23 
UN agencies dealing with water and sanitation.

So many conferences, so much activity—and 
so little progress. Looking back over the past de-
cade, it is difficult to avoid the conclusion that 
water and sanitation have suffered from an excess 
of words and a deficit of action. What is needed 
in the decade ahead is a concerted international 
drive starting with nationally owned strategies, 
but incorporating a global action plan. There are 
no ready-made blueprints for reform, but four 
foundations are crucial for success.
• Make water a human right—and mean it. 

All governments should go beyond vague 
constitutional principles to enshrine the 
human right to water in enabling legisla-
tion. To have real meaning, the human 
right has to correspond to an entitlement to 
a secure, accessible and affordable supply of 
water. The appropriate entitlement will vary 
by country and household circumstance. 
But at a minimum it implies a target of at 
least 20 litres of clean water a day for every 
citizen—and at no cost for those too poor 
to pay. Clear benchmarks should be set for 
progressing towards the target, with na-
tional and local governments and water pro-
viders held accountable for progress. While 
private providers have a role to play in water 
delivery, extending the human right to 
water is an obligation of governments.

• Draw up national strategies for water and 
sanitation. All governments should prepare 
national plans for accelerating progress in 
water and sanitation, with ambitious targets 
backed by financing and clear strategies for 
overcoming inequalities. Water and, even 
more so, sanitation are the poor cousins 
of poverty reduction planning. They suffer 
from chronic underfinancing, with public 
spending typically less than 0.5% of GDP. 
Life-saving investments in water and sani-
tation are dwarfed by military spending. In 
Ethiopia the military budget is 10 times the 
water and sanitation budget—in Pakistan, 
47 times (figure 8). Governments should 
aim at a minimum of 1% of GDP for water 
and sanitation spending. Tackling inequal-
ity will require a commitment to financ-
ing strategies—including fiscal transfers, 
cross-subsidies and other measures—that 
bring affordable water and sanitation to the 
poor. National strategies should incorporate 
benchmarks for enhanced equity including:
• Millennium Development Goals. Sup-

plementing the 2015 target of halving 
the proportion of people without access 
to water and sanitation with policies to 
halve the gap in coverage ratios between 
rich and poor.

• Poverty Reduction Strategy Papers. 
Making water and sanitation key priori-
ties, with clear goals and targets linked 
to medium-term financing provisions. 

• Water providers. Ensuring that utilities, 
public and private, along with munici-
pal bodies, include clear benchmarks 
for equity, with associated penalties for 
noncompliance.

• Support national plans with international 
aid. For many of the poorest countries de-
velopment assistance is critical. Progress in 
water and sanitation requires large upfront 
investments with long payback periods. 
Constraints on government revenue limit 
the financing capacity of many of the poor-
est countries, while cost-recovery potential 
is limited by high levels of poverty. Most do-
nors recognize the importance of water and 
sanitation. However, development assistance 
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has fallen in real terms over the past decade, 
and few donors see the sector as a priority: 
the sector now accounts for less than 5% of 
development assistance. Aid flows will need 
to roughly double to bring the Millennium 
Development Goal within reach, rising by 
$3.6–$4 billion annually. Innovative financ-
ing strategies such as those provided for under 
the International Finance Facility are essen-
tial to provide upfront financing to avert the 
impending shortfall against the Millennium 
Development Goal target (see special contri-
bution by Gordon Brown and Ngozi Okonjo-
Iweala). Donors should act in support of na-
tionally owned and nationally led strategies, 
providing predictable, long-term support. 
There is also scope for supporting the efforts 
of local governments and municipal utilities 
to raise money on local capital markets.

• Develop a global action plan. International ef-
forts to accelerate progress in water and sani-
tation have been fragmented and ineffective, 
with a surfeit of high-level conferences and a 
chronic absence of practical action. In con-
trast to the strength of the international re-
sponse for HIV/AIDS and education, water 
and sanitation have not figured prominently 
on the global development agenda. Having 
pledged a global action plan two years ago, 
the Group of Eight countries have not set 
water and sanitation as a priority. The devel-
opment of a global action plan to mobilize 
aid financing, support developing country 
governments in drawing on local capital mar-
kets and enhance capacity-building could act 
as a focal point for public advocacy and po-
litical efforts in water and sanitation.

Providing water for life

“The human right to water”, declares the United 
Nations Committee on Economic, Social and 
Cultural Rights, “entitles everyone to sufficient, 
safe, acceptable, physically accessible and afford-
able water for personal and domestic use.” These 
five core attributes represent the foundations for 
water security. Yet they are widely violated.

Why is it that poor people get less access to 
clean water and pay more for it? In urban areas 

the cheapest, most reliable source of water is usu-
ally the utility that maintains the network. Poor 
households are less likely to be connected to the 
network—and more likely to get their water from 
a variety of unimproved sources. In Dar es Sa-
laam, Tanzania, or Ouagadougou, Burkina Faso, 
fewer than 30% of households are connected.

When households are not connected, they 
have limited options. Either they collect water 
from untreated sources or a public source, or they 
purchase water from a range of intermediaries, 
including standpipe operators, water vendors 
and tanker truck operators. The debate on water 
privatization has tended to overlook the fact that 
the vast majority of the poor are already purchas-
ing their water in private markets. These markets 
deliver water of variable quality at high prices.

High prices for the poor
Distance from the utility inflates prices. As 
water passes through intermediaries and each 
adds transport and marketing costs, prices are 

Source: Calculated based on UNICEF 2006b.

Some regions are off track for 
reaching the Millennium 
Development Goal target for 
water and sanitation. 
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From Japan to the European Union and to the United States peo-

ple in the developed world take clean water and basic sanitation for 

granted. But across the world too many people are still denied ac-

cess to these basic human rights. This Report powerfully documents 

the social and economic costs of a crisis in water and sanitation.

Not only are water and sanitation essential for human life but 

they are also the building blocks for development in any country. 

That is why one of the eight Millennium Development Goals has a 

specific target to halve the proportion of people without sustainable 

access to safe drinking water and sanitation by 2015.

The lack of clean water and sanitation disproportionately af-

fects women and girls, who are traditionally responsible for fetching 

water for the family. For school-age girls the time spent travelling—

 sometimes hours—to the nearest source of water is time lost in edu-

cation, denying them the opportunity to get work and to improve the 

health and living standards of their families and themselves. Schools 

with no access to clean water or sanitation are powerful evidence of 

the interconnectedness of human development and the Millennium 

Development Goals: you cannot build effective education systems 

when children are constantly sick and absent from school. And you 

cannot achieve education for all when girls are kept at home because 

their parents are worried by the absence of separate toilet facilities.

Today the link between clean water, improved health and in-

creased prosperity is well understood. We have the knowledge, 

the technology and the financial resources to make clean water and 

sanitation a reality for all. We must now match these resources with 

the political will to act. 

The infrastructure for an effective nationwide water and sani-

tation system—from water pipes to pumping stations to sewerage 

works—requires investment on a scale beyond what the poorest 

countries can begin to afford. Moreover, it requires large upfront 

investments as well as longer term maintenance costs. Given the 

high proportion of people in developing countries that lack access 

to water and sanitation and survive on less than $1 a day, it is not 

feasible to meet these upfront costs through user fees. 

In 2005 developed country governments promised to increase 

the overall amount of aid for development. The European Union has 

committed to increasing aid to 0.7% of its income by 2015. The G-

8 has committed to doubling aid to Africa by 2010. In making that 

promise, the G-8 recognized that one of the purposes of this aid was 

ensuring that developing country populations would have access to 

safe water and sanitation. However, traditional increases in donor 

aid budgets will not be enough to provide the additional resources 

and meet the aid targets that have been set. Innovative financing 

mechanisms are needed to deliver and bring forward the financing 

urgently needed to achieve the Millennium Development Goals—

and nowhere is this more evident than in water and sanitation. 

Bluntly stated, the world cannot wait for the incremental flows 

of finance to come on-stream before tackling the water and sani-

tation crisis. That crisis is killing children and holding back devel-

opment today—and we have to act now. That is why a range of 

 innovative financing mechanisms have been considered and imple-

mented with a view to mobilizing development finance upfront. The 

International Finance Facility (IFF) is one example.

The IFF mobilizes resources from international capital markets 

by issuing long-term bonds that are repaid by donor countries over 

20–30 years. A critical mass of resources can thus be made available 

immediately for investment in development, while repayment is made 

over a longer period from the aid budgets of developed countries.

The frontloading principles have already been applied to the IFF 

for Immunization, which by immediately investing an extra $4 bil-

lion in vaccinations for preventable disease will save an astonish-

ing 5 million lives between now and 2015 and a further 5 million 

thereafter.

These principles may also be very relevant for water. The rates 

of return from upfront investment in water and sanitation would 

significantly outweigh the costs of borrowing from bond markets, 

even taking into account the interest costs. Indeed, the WHO has 

estimated that the return on a $1 investment in sanitation and hy-

giene in low-income countries averages about $8. That is a good 

investment by any system of accounting. 

The mobilization of resources from capital markets for invest-

ment in water and sanitation is not new. Industrial countries used 

bond issuances and capital markets to provide financing for invest-

ment in water and sanitation infrastructure at the start of the last 

century. And just recently countries such as South Africa issued 

municipal bonds to rapidly raise the critical mass of resources to 

make such investment.

Of course, we have to recognize that the new aid partnerships 

underpinning the Millennium Development Goals are a two-way 

contract. There are obligations and responsibilities on both sides. 

Developing countries should be judged on their ability to use aid 

resources efficiently and transparently to reach the poorest with 

clean water and sanitation. But they and their citizens are entitled 

to expect good policies to be backed by a predictable flow of aid 

financing commensurate with the scale of the challenge. 

Developed countries should be judged not just on willing the 

Millennium Development Goals but on delivering the resources to 

achieve them. Helping provide clean water and basic sanitation will 

show that these promises are more than just a passing fashion—

that they are a commitment for our generation.

Gordon Brown, MP, Chancellor of the 

Exchequer, United Kingdom

Ngozi Okonjo-Iweala, Former Minister of Finance, Nigeria

Special contribution Frontloading financing for meeting the Millennium Development Goal for water and sanitation
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ratcheted up. Poor people living in slums often 
pay 5–10 times more per litre of water than 
wealthy people living in the same city. 

Utility pricing policies add to the problems. 
Most utilities now implement rising block tar-
iff systems. These aim to combine equity with 
efficiency by raising the price with the volume 
of water used. In practice, the effect is often to 
lock the poorest households into the higher tar-
iff bands. The reason: the intermediaries serv-
ing poor households are buying water in bulk 
at the highest rate (figure 9). In Dakar poor 
households using standpipes pay more than 
three times the price paid by households con-
nected to the utility. 

If utility prices are so much cheaper, why 
do poor households not connect to the util-
ity? Often because they are unable to afford 
the connection fee: even in the poorest coun-
tries this can exceed $100. In Manila the cost of 
 connecting to the utility represents about three 
months’ income for the poorest 20% of house-
holds, rising to six months’ in urban Kenya. Lo-
cation is another barrier to entry. In many cities 
utilities refuse to connect households lacking 
formal property titles, thereby excluding some 
of the poorest households.

Rural households face distinct problems. 
Living beyond formal networks, rural commu-
nities typically manage their own water systems, 
though government agencies are involved in ser-
vice provision. Most agencies have operated on 
a “command and control” model, often supply-
ing inappropriate technologies to inappropriate 
locations with little consultation. The result has 
been a combination of underfinancing and low 
coverage, with rural women bearing the costs by 
collecting water from distant sources.

The key role of public providers
In recent years international debate on the 
human right to water has been dominated by 
polarized exchanges over the appropriate roles 
of the private and public sectors. Important 
issues have been raised—but the dialogue has 
generated more heat than light. 

Some privatization programmes have pro-
duced positive results. But the overall record is 
not encouraging. From Argentina to Bolivia, 

and from the Philippines to the United States, 
the conviction that the private sector offers a 
“magic bullet” for unleashing the equity and ef-
ficiency needed to accelerate progress towards 
water for all has proven to be misplaced. While 
these past failures of water concessions do not 
provide evidence that the private sector has no 
role to play, they do point to the need for greater 
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caution, regulation and a commitment to equity 
in public-private partnerships. 

Two specific aspects of water provision 
in countries with low coverage rates caution 
against an undue reliance on the private sector. 
First, the water sector has many of the character-
istics of a natural monopoly. In the absence of a 
strong regulatory capacity to protect the public 
interest through the rules on pricing and invest-
ment, there are dangers of monopolistic abuse. 
Second, in countries with high levels of poverty 
among unserved populations, public finance is 
a requirement for extended access regardless of 
whether the provider is public or private.

The debate on privatization has sometimes 
diverted attention from the pressing issue of 
public utility reform. Public providers domi-
nate water provision, accounting for more 
than 90% of the water delivered through net-
works in developing countries. Many publicly 
owned utilities are failing the poor, combin-
ing inefficiency and unaccountability in man-
agement with inequity in financing and pric-
ing. But some public utilities—Porto Alegre 
in Brazil is an outstanding example—have 
succeeded in making water affordable and ac-
cessible to all. 

There are now real opportunities to learn 
from failures and build on successes. The crite-
rion for assessing policy should not be public or 
private but performance or nonperformance for 
the poor. 

Some countries have registered rapid prog-
ress in water provision. From Colombia to Sen-
egal and South Africa innovative strategies have 
been developed for extending access to poor 
households in urban areas. While rural popula-
tions continue to lag behind urban populations 
globally, countries as diverse as Morocco and 
Uganda have sustained rapid increases in cover-
age. What are the keys to success?

Political leadership and attainable targets 
make the difference
As emphasized throughout the Report, there 
are no ready-made solutions. Policies that 
 produce positive outcomes for the poor in one 
setting can fail in another. However, some 
broad lessons emerge from the success stories. 

The first, and perhaps the most important, is 
that political leadership matters. The second 
is that progress depends on setting attainable 
targets in national plans that are backed by fi-
nancing provisions and strategies for overcom-
ing inequality.

This does not mean uncritical support for 
blanket subsidies. Well designed subsidies in 
Chile, Colombia and South Africa do reach 
the poor—and do make a difference (figure 
10). But in many cases subsidies ostensibly 
designed to enhance equity in utility pricing 
provide large transfers to the wealthy, with few 
benefits for poor households that are not con-
nected to utilities. Similarly, in much of Sub-
Saharan Africa higher income households 
with connections to utilities derive the great-
est gains from water sold at prices far below 
the level needed to cover operations and main-
tenance costs.

The criterion for assessing 

policy should not be public 

or private but performance or 

nonperformance for the poor

Where do the water subsidies go?Figure 10
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Regulation and sustainable cost-recovery 
are vital to equity and efficiency
Because water networks are natural monopo-
lies, regulation needs to ensure that providers 
meet standards for efficiency and equity—in ef-
fect, protecting the interests of the user. Strong, 
independent regulatory bodies have been dif-
ficult to establish in many developing coun-
tries, leading to political interference and non-
accountability. But efforts to build regulation 
through dialogue between utility providers and 
citizens have yielded some major advances—as 
in Hyderabad, India. 

More broadly, it is important that govern-
ments extend the regulatory remit beyond for-
mal network providers to the informal mar-
kets that poor people use. Regulation does not 
mean curtailing the activities of private provid-
ers serving the poor. But it does mean working 
with these providers to ensure adherence to 
rules on equitable pricing and water quality.

Sustainable and equitable cost-recovery is 
part of any reform programme. In many cases 
there are strong grounds for increasing water 
prices to more realistic levels and for improving 
the efficiency of water management: in many 
countries water losses are too high and revenue 
collection is too low to finance a viable system. 

What is sustainable and equitable varies 
across countries. In many low-income countries 
the scope for cost-recovery is limited by pov-
erty and low average incomes. Public spending 
backed by aid is critical. Middle-income coun-
tries have more scope for equitable cost-recovery 
if governments put in place mechanisms to limit 
the financial burden on poor households. 

Middle-income and some low-income coun-
tries also have the potential to draw more on 
local capital markets. This is an area in which 
international support can make a difference 
through credit guarantees and other mecha-
nisms that reduce interest rates and market per-
ceptions of risk.

Building on the national and global plan-
ning framework set out in chapter 1, core strate-
gies for overcoming national inequalities in ac-
cess to water include:
• Setting clear targets for reducing inequal-

ity as part of the national poverty reduction 

strategy and Millennium Development Goal 
reporting system, including halving dispari-
ties in coverage between rich and poor. 

• Establishing lifeline tariffs that provide suf-
ficient water for basic needs free of charge or 
at affordable rates, as in South Africa.

• Ensuring that no household has to spend 
more than 3% of its income to meet its 
water needs.

• Targeting subsidies for connections and 
water use to poor households, as developed 
in Chile and Colombia.

• Increasing investments in standpipe provi-
sion as a transitional strategy to make clean, 
affordable water available to the poor.

• Enacting legislation that empowers people 
to hold providers to account.

• Incorporating into public-private partner-
ship contracts clear benchmarks for equity 
in the extension of affordable access to poor 
households.

• Developing regulatory systems that are ef-
fective and politically independent, with 
a remit that stretches from the utility net-
work to informal providers.

Closing the vast deficit in sanitation

“The sewer is the conscience of the city”, wrote 
Victor Hugo in Les Miserables. He was describ-
ing 19th century Paris, but the state of sanita-
tion remains a powerful indicator of the state of 
human development in any community.

Almost half the developing world lacks ac-
cess to sanitation. Many more lack access to 
good quality sanitation. The deficit is widely 
distributed. Coverage rates are shockingly low 
in many of the world’s very poorest countries: 
only about 1 person in 3 in Sub-Saharan Af-
rica and South Asia has access—in Ethiopia the 
figure falls to about 1 in 7. And coverage rates 
understate the problem, especially in countries 
at higher incomes. In Jakarta and Manila old 
sewerage systems have been overwhelmed by a 
combination of rapid urbanization and chronic 
underinvestment, leading to the rapid spread 
of pit latrines. These latrines now contaminate 
groundwater and empty into rivers, polluting 
water sources and jeopardizing public health. 

Even more than water, 

sanitation suffers from a 

combination of institutional 

fragmentation, weak 

national planning and 

low political status
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Access to sanitation bestows benefits at 
many levels. Cross-country studies show that the 
method of disposing of excreta is one of the stron-
gest determinants of child survival: the transition 
from unimproved to improved sanitation reduces 
overall child mortality by about a third. Improved 
sanitation also brings advantages for public 
health, livelihoods and dignity—advantages that 
extend beyond households to entire communities. 
Toilets may seem an unlikely catalyst for human 
progress—but the evidence is overwhelming.

Why the deficit is so large
If sanitation is so critical to social and economic 
progress, why is the deficit so large—and why 
is the world off track for achieving the Millen-
nium Development Goal target? Many factors 
contribute. 

The first is political leadership or, rather, 
its absence. Public policies on sanitation are 
as relevant to the state of a nation as economic 
management, defence or trade, yet sanitation 
is accorded second or third order priority. 
Even more than water, sanitation suffers from 
a combination of institutional fragmenta-
tion, weak national planning and low politi-
cal status. 

Poverty is another barrier to progress: the 
poorest households often lack the financing ca-
pacity to purchase sanitation facilities (figure 
11). But other factors also constrain progress, in-
cluding household demand and gender inequal-
ity. Women tend to attach more importance to 
sanitation than do men, but female priorities 
carry less weight in household budgeting.

How community-government 
partnerships can help
The daunting scale of the sanitation deficit and 
the slow progress in closing that deficit are seen 
by some as evidence that the Millennium De-
velopment Goal target is now unattainable. The 
concern is justified, but the conclusion is flawed. 
There are many examples of rapid progress in 
sanitation, some driven from below by local 
communities and some led by governments:
• In India and Pakistan slum dweller asso-

ciations have collaborated to bring sanita-
tion to millions of people, using the power 

of communities to mobilize resources. The 
National Slum Dwellers Federation in India 
and the Orangi Pilot Project in Pakistan, 
among many other community organiza-
tions, have shown what is possible through 
practical action.

• The Total Sanitation Campaign in Bangla-
desh has been scaled up from a community-
based project to a national programme that 
is achieving rapid increases in access to sani-
tation. Cambodia, China, India and Zam-
bia have also adopted it.

• Government programmes in Colombia, 
Lesotho, Morocco and Thailand have ex-
panded access to sanitation across all wealth 
groups. West Bengal in India has also 
achieved extraordinary progress.

• In Brazil the condominial approach to sew-
erage has reduced costs and brought sanita-
tion to millions of people—and it is now 
being adopted elsewhere.
Each of these success stories has different 

roots. Widely divergent public policies have 
been developed to respond to local problems. 
But in each case the emphasis has been on de-
veloping demand for sanitation, rather than 
applying top-down supply-side models of pro-
vision. Community initiative and involvement 
have been critical. But equally critical has been 

Community-led initiatives are 

important, but they are not 

a substitute for government 

action—and private financing 

by poor households is not a 

substitute for public finance 

and service provision
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behind

Figure 11

Source: Phan, Frias and Salter 2004.

Poorest
20%

Second
20%

Third
20%

Fourth
20%

Richest
20%

0

10

20

30

40

50

60

70

80

90

100

Access to sanitation (%)

200219981993



	 summary	 human de velopment report 2006	 2�

the interaction between government agencies 
and local communities. 

Local solutions to local problems may be 
the starting point for change. But it is up to gov-
ernments to create the conditions for resolving 
national problems through the mobilization of 
finance and the creation of conditions for mar-
kets to deliver appropriate technologies at an 
affordable price. Community-led initiatives are 
important—even critical. However, they are not 
a substitute for government action. And private 
financing by poor households is not a substitute 
for public finance and service provision.

Overcoming the stigma of human waste
One of the most important lessons from the 
sanitation success stories is that rapid progress 
is possible. With support from aid donors, even 
the poorest countries have the capacity to mobi-
lize the resources to achieve change. Perhaps the 
biggest obstacle can be summarized in a single 
word: stigma.

There are some uncomfortable parallels be-
tween sanitation and HIV/AIDS. Until fairly 
recently the cultural and social taboos sur-
rounding HIV/AIDS impeded development of 
effective national and international responses, 
at enormous human cost. That taboo has been 
weakening, partly because of the scale of the 
 destruction—but also because HIV/AIDS af-
flicts all members of society without regard for 
distinctions based on wealth. 

In sanitation the taboo remains resolutely in-
tact. This helps to explain why the subject does 
not receive high-level political leadership, and it 
seldom figures in election campaigns or public 
debate. One of the reasons that the stigma has 
been so slow to dissolve is that the crisis in sani-
tation, unlike the crisis in HIV/AIDS, is more 
discriminating: it is overwhelmingly a crisis for 
the poor, not the wealthy. Tackling the crisis will 
require more awareness of the scale of the costs 
generated by the deficit in sanitation, as well as a 
wider recognition that sanitation is a basic right.

Among the key policy challenges in 
sanitation:
• Developing national and local political in-

stitutions that reflect the importance of 
sanitation to social and economic progress.

• Building on community-level initiatives 
through government interventions aimed 
at scaling up best practice.

• Investing in demand-led approaches 
through which service providers respond 
to the needs of communities, with women 
having a voice in shaping priorities.

• Extending financial support to the poorest 
households to ensure that sanitation is an 
affordable option.

Managing water scarcity, risk and 
vulnerability

In the early 21st century debates on water in-
creasingly reflect a Malthusian diagnosis of 
the problem. Dire warnings have been posted 
pointing to the “gloomy arithmetic” of rising 
population and declining water availability. Is 
the world running out of water?

Not in any meaningful sense. But water 
insecurity does pose a threat to human devel-
opment for a large—and growing—section of 
humanity. Competition, environmental stress 
and unpredictability of access to water as a pro-
ductive resource are powerful drivers of water 
insecurity for a large proportion of the global 
population.

Scarcity has been induced 

by policy failures—when 

it comes to water 

management, the world has 

been indulging in an activity 

analogous to a reckless 

and unsustainable credit-

 financed spending spree

Water availability in decline  Figure 12
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Viewed at a global level, there is more than 
enough water to go around and meet all of 
humanity’s needs. So why is water scarcity a 
problem? Partly because water, like wealth, is 
unequally distributed between and within coun-
tries (figure 12). It does not help water-stressed 
countries in the Middle East that Brazil and 
Canada have more water than they could ever 
use. Nor does it help people in drought-prone 
areas of northeast Brazil that average water 
availability in the country is among the high-
est in the world. Another problem is that access 
to water as a productive resource requires access 
to infrastructure, and access to infrastructure is 
also skewed between and within countries.

Measured on conventional indicators, water 
stress is increasing. Today, about 700 million 
people in 43 countries live below the water-stress 
threshold of 1,700 cubic metres per person—an 
admittedly arbitrary dividing line. By 2025 that 
figure will reach 3 billion, as water stress inten-
sifies in China, India and Sub-Saharan Africa. 
Based on national averages, the projection un-
derstates the current problem. The 538 million 
people in northern China already live in an in-
tensely water-stressed region. Globally, some 
1.4 billion people live in river basin areas where 
water use exceeds sustainable levels.

Water stress is reflected in ecological stress. 
River systems that no longer reach the sea, 
shrinking lakes and sinking groundwater ta-
bles are among the most noticeable symptoms 
of water overuse. The decline of river systems—
from the Colorado River in the United States 
to the Yellow River in China—is a highly vis-
ible product of overuse. Less visible, but no less 
detrimental to human development, is rapid de-
pletion of groundwater in South Asia. In parts 
of India groundwater tables are falling by more 
than 1 metre a year, jeopardizing future agricul-
tural production.

These are real symptoms of scarcity, but the 
scarcity has been induced by policy failures. 
When it comes to water management, the world 
has been indulging in an activity analogous to 
a reckless and unsustainable credit-financed 
spending spree. Put simply, countries have been 
using far more water than they have, as defined 
by the rate of replenishment. The result: a large 

water-based ecological debt that will be trans-
ferred to future generations. This debt raises 
important questions about national accounting 
systems that fail to measure the depletion of 
scarce and precious natural capital—and it raises 
important questions about cross-generational 
equity. Underpricing (or zero pricing in some 
cases) has sustained overuse: if markets delivered 
Porsche cars at give-away prices, they too would 
be in short supply.

Future water-use scenarios raise cause for 
serious concern. For almost a century water use 
has been growing almost twice as fast as popu-
lation. That trend will continue (figure 13). Ir-
rigated agriculture will remain the largest user 
of water—it currently accounts for more than 
80% of use in developing countries (figure 14). 
But the demands of industry and urban users 
are growing rapidly. Over the period to 2050 
the world’s water will have to support the ag-
ricultural systems that will feed and create live-
lihoods for an additional 2.7 billion people. 
Meanwhile, industry, rather than agriculture, 
will account for most of the projected increase 
in water use to 2025.

Augmenting supply
In the past governments responded to water 
stress by seeking to augment supply. Large-
scale river diversion programmes in China and 
India underline the continuing appeal of this 
approach. Other supply-side options have also 
grown in importance. Desalination of sea water 
is gaining ground, though high energy costs 
make this an option principally for wealthier 
countries and cities by the sea. “Virtual water” 
imports—the water used in the production of 

Our wealthier, 
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imported food—are another option. Here too, 
however, there are limited options for low-in-
come countries with large food deficits—and 
there are food security threats from a potential 
loss of self-reliance.

Damping demand
Demand-side policies are likely to be more ef-
fective. Increasing the “crop per drop” ratio 
through new productivity-enhancing tech-
nology has the potential to reduce pressure 
on water systems. More broadly, water pricing 
policies need to better reflect the scarcity value 
of water. The early withdrawal of perverse subsi-
dies that encourage overuse would mark an im-
portant step in the right direction for countries 
such as India and Mexico, which have inad-
vertently created incentives for the depletion 
of groundwater through electricity subsidies 
for large farms. In effect, governments have 
been subsidizing the depletion of a precious 
natural resource, transferring the costs to the 
 environment—and to future generations.

Managing uncertainty
Many governments across the developing world 
are now faced with the need for managing 
acute adjustments in water. Realigning supply 
and demand within the frontiers of ecological 
sustainability and water availability—a central 
objective in new strategies for integrated water 
resources management—has the potential to 
create both winners and losers. And there are 
win-win scenarios. But the danger is that the in-
terests of the poor will be pushed aside as large 
agricultural producers and industry—two con-
stituencies with a strong political voice—assert 
their claims. Water is power in many societies—
and inequalities in power can induce deep in-
equalities in access to water.

Water infrastructure is critical in reduc-
ing unpredictability and mitigating risk. Glob-
ally, the inequalities in access to infrastruc-
ture are very large. They are reflected in simple 
 indicators for water storage capacity: the United 
States stores about 6,000 cubic metres of water 
per person; Ethiopia, 43. Even rich countries 
are exposed to water-related disruption, how-
ever, as evidenced by the impact of Hurricane 

Katrina on New Orleans. But the risks weigh 
most heavily on poor countries. 

Droughts and floods, extreme forms of 
water insecurity, have devastating consequences 
for human development. In 2005 more than 20 
million people in the Horn of Africa were af-
fected by drought. Meanwhile, the floods that 
struck Mozambique reduced its GNI by an es-
timated 20%. Rainfall variability and extreme 
changes in water flow can destroy assets, un-
dermine livelihoods and reduce the growth po-
tential of whole economies: variability reduces 
Ethiopia’s growth potential by about a third, ac-
cording to the World Bank. Whole societies are 
affected. But it is the poor who bear the brunt 
of water-related shocks.

Dealing with climate change
Climate change is transforming the nature of 
global water insecurity. While the threat posed 
by rising temperatures is now firmly established 
on the international agenda, insufficient atten-
tion has been paid to the implications for vul-
nerable agricultural producers in developing 
countries. The Framework Convention on Cli-
mate Change adopted in 1992 warned govern-
ments that “where there are risks of serious and 
irreversible damage, lack of full scientific cer-
tainty should not be used as a reason for post-
poning action”. Few warnings have been more 
perilously ignored.

Global warming will transform the hydro-
logical patterns that determine the availability 
of water. Modelling exercises point to complex 
outcomes that will be shaped by micro-climates. 
But the overwhelming weight of evidence can 
be summarized in a simple formulation: many 
of the world’s most water-stressed areas will get 
less water, and water flows will become less pre-
dictable and more subject to extreme events. 
Among the projected outcomes:
• Marked reductions in water availability in 

East Africa, the Sahel and Southern Africa 
as rainfall declines and temperature rises, 
with large productivity losses in basic food 
staples. Projections for rainfed areas in East 
Africa point to potential productivity losses 
of up to 33% in maize and more than 20% 
for sorghum and 18% for millet.

Climate change is 

transforming the nature of 

global water insecurity
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• The disruption of food production systems 
exposing an additional 75–125 million 
people to the threat of hunger.

• Accelerated glacial melt, leading to medium-
term reductions in water availability across 
a large group of countries in East Asia, Latin 
America and South Asia.

• Disruptions to monsoon patterns in South 
Asia, with the potential for more rain but 
also fewer rainy days and more people af-
fected by drought.

• Rising sea levels resulting in freshwater 
losses in river delta systems in countries 
such as Bangladesh, Egypt and Thailand. 
The international response to the water se-

curity threat posed by climate change has been 
inadequate. Multilateral efforts have focussed 
on mitigating future climate change. These ef-
forts are critical—and the negotiation of deeper 
carbon emission cuts after the expiration of the 
current Kyoto Protocol in 2012 is a priority. Re-
stricting future global warming to an increase 
of no more than 2º Celsius over pre-industrial 
levels should be a priority. Attaining that tar-
get will require major adjustments in the energy 
policies of both industrial and developing coun-
tries, supported by financing for the transfer of 
clean technologies.

More adaptation—not just mitigation
Even with drastic reductions in carbon emis-
sions, past emissions mean that the world now 
has to live with dangerous climate change. Cli-
mate change is not a future threat, but a reality 
to which countries and people have to adapt. 
Nowhere is the challenge of developing effec-
tive adaptation strategies more pressing than 
in rainfed agriculture, where the livelihoods of 
millions of the world’s poorest people will be-
come more precarious as rainfall patterns be-
come more variable and, in some cases, water 
availability declines.

International aid for adaptation ought to 
be a cornerstone of the multilateral framework 
for dealing with climate change. However, aid 
transfers have been woefully inadequate. The 
Adaptation Fund attached to the Kyoto Pro-
tocol will mobilize only about $20 million by 
2012 on current projections, while the Global 

Environmental Facility—the principal multi-
lateral mechanism for adaptation—has allo-
cated $50 million to support adaptation activi-
ties between 2005 and 2007. 

Beyond the multilateral framework, a de-
cline in development assistance to agriculture 
has limited the financing available for adapta-
tion. Aid has fallen rapidly in both absolute and 
relative terms over the past decade. For develop-
ing countries as a group aid to agriculture has 
fallen in real terms from $4.9 billion a year to 
$3.2 billion, or from 12% to 3.5% of total aid 
since the early 1990s. All regions have been 
affected. Aid to agriculture in Sub-Saharan 
 Africa is now just under $1 billion, less than 
half the level in 1990. Reversing these trends 
will be critical to successful adaptation.

The way ahead
Countries face very different challenges in water 
management. But some broad themes emerge—
along with some broad requirements for suc-
cessful strategies. Among the most important:
• Developing integrated water resources man-

agement strategies that set national water 
use levels within the limits of ecological 
sustainability and provide a coherent plan-
ning framework for all water resources.

• Putting equity and the interests of the poor 
at the centre of integrated water resources 
management.

• Making water management an integral part 
of national poverty reduction strategies.

• Recognizing the real value of water through 
appropriate pricing policies, revised national 
accounting procedures and the withdrawal 
of perverse subsidies encouraging overuse.

• Increasing pro-poor water supply through 
the provision of safe wastewater for produc-
tive use by separating industrial and domes-
tic waste and working with farmers to re-
duce health risks.

• Increasing national investment and interna-
tional aid for investment in water infrastruc-
ture, including storage and flood control.

• Recalibrating the response to global warm-
ing by placing greater emphasis on strategies 
for adaptation in national water manage-
ment policies and aid efforts.
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• Tripling aid to agriculture by 2010, with 
annual flows rising from $3 billion to $10 
billion. Within this broad provision aid 
to Africa will need to increase from about 
$0.9 billion to about $2.1 billion a year, as 
envisaged for agricultural activities under 
the Comprehensive Africa Agricultural 
Development Programme of the African 
Union and the New Partnership for Africa’s 
Development.

Managing competition for water in 
agriculture

One hundred years ago William Mulholland, 
superintendent of the Los Angeles Water De-
partment, resolved the city’s water shortage 
problem through a brutally effective innovation: 
a “water grab”. By forcibly transferring water 
used by farmers in the Owens Valley, more than 
200 miles away, he made it possible for Los An-
geles to become one of the fastest growing cities 
in the United States.

Times have changed. These days Califor-
nians resolve water disputes in courts of law. 
But across much of the developing world com-
petition over water is intensifying at an alarm-
ing rate, giving rise to intense—and sometimes 
 violent—conflict. The danger is that the Mul-
holland model will resurface in a new guise, 
with power, rather than a concern for poverty 
and human development, dictating outcomes.

Competition patterns vary across countries. 
But two broad trends are discernable. First, as 
urban centres and industry increase their de-
mand for water, agriculture is losing out—and 
will continue to do so. Second, within agricul-
ture, competition for water is intensifying. On 
both fronts, there is a danger that agriculture in 
general and poor rural households in particular 
will suffer in the adjustment. 

Such an outcome could have grave implica-
tions for global poverty reduction efforts. De-
spite rapid urbanization, most of the world’s ex-
treme poor still live in rural areas—and small 
farmers and agricultural labourers account for 
the bulk of global malnutrition. As the single 
biggest user of water in most countries, irrigated 
agriculture will come under acute pressure. 

Given the role of these systems in increasing 
agricultural productivity, feeding a growing 
population and reducing poverty, this presents 
a major human development challenge.

Mediating through economic and political 
structures
With demands on water resources increasing, 
some reallocation among users and sectors is in-
evitable. In any process of competition for scarce 
resources, rival claims are mediated through eco-
nomic and political structures and through sys-
tems of rights and entitlements. As competition 
for water intensifies, future access will increas-
ingly reflect the strength of claims from differ-
ent actors. Outcomes for the poorest, most vul-
nerable people in society will be determined by 
the way institutions mediate and manage rival 
claims—and by whether governments put eq-
uity concerns at the centre of national policies.

Balancing efficiency and equity
Adjustment processes are already taking place. Cit-
ies and industries are extending their hydrological 
reach into rural areas, giving rise to disputes and 
occasionally violent protests. Parallel conflicts be-
tween different parts of the same country and dif-
ferent users are increasingly evident.

The development of trade in water rights 
through private markets is seen by some as the 
solution to balancing efficiency and equity in 
the adjustments to water reallocation. By en-
abling agricultural producers to sell water, so 
the argument runs, governments can create 
the conditions for directing a scarce resource to 
more productive outlets, while compensating 
and generating an income for farmers.

Private water markets offer a questionable 
solution to a systemic problem. Even in the 
United States, where they are underpinned by 
highly developed rules and institutions, it has 
often been difficult to protect the interests of 
the poor. In Chile the introduction of private 
water markets in the 1970s enhanced efficiency 
but led to high levels of inequity and market 
distortions caused by concentrations of power 
and imperfect information. For developing 
countries, with weaker institutional capacity, 
there are distinct limits to the market.
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Managing allocations and licencing
Looking beyond water markets, many govern-
ments are seeking to manage adjustment pres-
sures through quantitative allocations and li-
cences. This approach holds out more promise. 
Even here, however, formal and informal power 
imbalances often undermine the position of the 
poor. In West Java, Indonesia, textile factories 
have usurped the water rights of smallholder 
farmers. And in the Philippines farmers in irri-
gation schemes have lost out to municipal users. 
The absence or nonenforcement of regulations 
is another potent threat. In India unregulated 
groundwater extraction on the Bhavani River 
has meant less water and more poverty in irri-
gation systems.

Water rights are critical for human security 
in agricultural areas. The sudden loss or erosion 
of entitlements to water can undermine live-
lihoods, increase vulnerability and intensify 
poverty on a large scale. Far more than to the 
wealthy, water rights matter to the poor for an 
obvious reason: poor people lack the financial 
resources and political voice to protect their 
interests outside a rules-based system. Water 
rights count for little if, in implementation, 
they skew advantages to those with power.

Balancing formal and customary rights
Sub-Saharan Africa faces distinctive challenges. 
Governments there are seeking, with donor sup-
port, to expand the irrigation frontier and to es-
tablish formal systems of rights as a supplement—
or replacement—for customary rights. What 
will this mean for human development?

Outcomes will depend on public policies. 
Expanding irrigation capacity is important be-
cause it has the potential to raise productivity 
and reduce risk. The region is overwhelmingly 
dependent on rainfed agriculture. But irrigation 
infrastructure is a scarce and contested resource 
(figure 15). Evidence from the Sahel region of 
West Africa shows that smallholders can often 
lose out in competition for irrigation to larger 
scale, commercial producers.

Management of customary rights poses fur-
ther problems. Contrary to some perceptions, 
customary rights to water incorporate detailed 
management and use provisions to maintain 

ecological sustainability. But they often disad-
vantage poorer households and women. Intro-
ducing formal rules and laws does not automat-
ically change this picture. In the Senegal River 
Valley customary rights holders have used their 
power to maintain social exclusion from water. 
Meanwhile, in Tanzania the introduction of 
formal water rights has benefited commercial 
farmers on the Pangani River to the disadvan-
tage of small farmers downstream.

Giving more attention to equity
One lesson from water reforms is that far more 
weight needs to be attached to equity. In con-
trast to land reform, for example, distributional 
concerns have not figured prominently on 
the integrated water resources management 
agenda. There are some exceptions—as in South 
Africa—but even here it has proven difficult to 
achieve redistributive outcomes.

Irrigation systems are at the centre of the 
adjustment. Infrastructure for irrigation has an 
important bearing on poverty. Cross-country 
research suggests that poverty prevalence is 
typically 20%–40% lower inside irrigation net-
works than outside, but with very large varia-
tions (figure 16). Irrigation appears to be a far 
more powerful motor for poverty reduction in 
some countries than in others. Land inequal-
ity is a major factor. Highly unequal countries 
(India, Pakistan and the Philippines) do worse 
in efficiency and equity than more equal coun-
tries (China and Viet Nam) (figure 17). 

This finding suggests that there is no in-
herent tradeoff between increasing productiv-
ity and reducing poverty in irrigation. There is 
considerable scope for managing adjustment 
pressures in agriculture through measures that 
enhance both efficiency and equity in a mutu-
ally reinforcing virtuous cycle. Equitable cost-
sharing, pro-poor public investments and the 
participation of producers in management hold 
the key to successful reform.

Addressing deep-seated gender 
inequalities
Real empowerment in irrigation systems re-
quires measures to address deep-rooted gender 
inequalities. Women are doubly disadvantaged 
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in irrigation systems. Lacking formal rights 
to land in many countries, they are excluded 
from irrigation system management. At the 
same time, informal inequalities—including 
the household division of labour, norms on 
women speaking in public and other factors—
militate against women having a real voice in 
decision-making. 

Breaking down these structures has proven 
difficult even in the most ambitious schemes 
for transferring management authority from 
government agencies to users. In Andhra 
Pradesh, India, poor farmers now have a far 
greater say in management—but poor women 
farmers are still silent. Change is possible, 
however. In Uganda legislation requiring fe-
male representation in water user associations 
is making a difference. 

Reaching the poor
Looking to the future, one of the greatest chal-
lenges is to ensure that strategies for enhancing 
water productivity extend to the poor. Technol-
ogy is not neutral in its distributional effects—
and the danger is that efforts to get more crop 
per drop from water resources will bypass poor 
households.

This does not have to be the case. The 
revival of small-scale water harvesting pro-
grammes in India in response to the ground-
water crisis has shown the potential to gen-
erate large returns to investment and at the 
same time to reduce risk and vulnerability. 
Similarly, micro-irrigation technologies do 
not have to be geared solely to large capital-
intensive producers. Innovative new designs 
and low-cost technologies for drip irrigation 
have been taken up extensively. Here, too, 
the social and economic returns are large. On 
one estimate the extension of low-cost irriga-
tion technologies to 100 million smallholders 
could generate net benefits in excess of $100 
billion, with strong multiplier effects in in-
come and employment generation. 

The way developing country governments 
address the challenge of balancing equity and 
efficiency goals in water management will have 
an important bearing on human development. 
Putting the interests of the poor at the centre of 

integrated water resources management policies 
is an organizing principle. But that principle 
has to be backed by practical pro-poor policies. 
Among the most important:
• Strengthening the water and land rights of 

poor households.
• Respecting customary rights and integrat-

ing these rights into formal legal systems.
• Enhancing the capacity of poor people 

to claim and defend water rights through 
legal empowerment and accountable 
institutions.

• Increasing national investments in irriga-
tion and reversing aid cuts for the irriga-
tion sector, with development assistance 
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 doubling to about $4 billion annually over 
the next 20 years.

• Enhancing equity within irrigation systems 
to support poverty reduction and efficiency 
objectives through sustainable and equita-
ble cost-sharing mechanisms.

• Decentralizing the management and fi-
nancing of irrigation systems to empower 
users.

• Integrating irrigation development into 
wider rural development programmes 
to make agriculture more profitable for 
smallholders.

• Putting gender rights to water at the centre 
of national development, and implementing 
policies to increase the voice of women in 
water management decisions.

• Developing integrated water-harvesting 
and groundwater policies extending from 
small-scale to large-scale infrastructure.

• Promoting the development, distribution 
and adoption of pro-poor technologies. 

Managing transboundary water for 
human development

Water is a source of human interdependence. 
Within any country water is a shared resource 
serving multiple constituencies, from the en-
vironment to agriculture, industry and house-
holds. But water is also the ultimate fugitive 
resource. It crosses national frontiers, linking 

users across borders in a system of hydrological 
interdependence.

As competition for water intensifies within 
countries, the resulting pressures will spill 
across national borders. Some commentators 
fear that transboundary competition will be-
come a source of conflict and future water wars. 
That fear is exaggerated: cooperation remains 
a far more pervasive fact of life than conflict. 
However, the potential for crossboundary ten-
sions and conflict cannot be ignored. While 
most countries have institutional mechanisms 
for allocating water and resolving conflict 
within countries, cross-border institutional 
mechanisms are far weaker. The interaction of 
water stress and weak institutions carries with 
it real risks of conflict.

Hydrological interdependence
Hydrological interdependence is not an abstract 
concept. Two in every five people in the world 
live in international water basins shared by more 
than one country (table 1). International rivers 
are a thread that binds countries: 9 countries 
share the Amazon and 11 the Nile, for example. 
Rivers also bind the livelihoods of people. The 
Mekong, one of the world’s great river systems, 
generates power in its upper reaches in China 
and sustains the rice production and fishery 
systems that support the livelihoods of more 
than 60 million people in the lower reaches of 
its basin.

Transboundary water 

governance is a human 

development issue: 

cooperation can reduce the 

potential for conflict and 

unlock benefits by improving 

the quality of shared water, 

generating prosperity and 

more secure livelihoods

Region
Countries receiving between  
50% and 75% of their water from external sources

Countries receiving more than  
75% of their water from external sources

Arab States Iraq, Somalia, Sudan, Syrian Arab Republic Bahrain, Egypt, Kuwait

East Asia  
and the Pacific

Cambodia, Viet Nam

Latin America  
and the Caribbean

Argentina, Bolivia, Paraguay, Uruguay

South Asia Bangladesh, Pakistan

Sub-Saharan Africa Benin, Chad, Congo, Eritrea, Gambia, Mozambique, Namibia Botswana, Mauritania, Niger

Central and Eastern 
Europe and CIS

Azerbijan, Croatia, Latvia, Slovakia, Ukraine, Uzbekistan Hungary, Moldova, Romania, Serbia and Montenegroa, 
Turkmenistan

High-income OECD Luxembourg Netherlands

Others Israel

a. While Serbia and Montenegro separated into independent states in June 2006, disaggregated data on external water resources were not available for the two countries at 
the time of printing. 
Source: FAO 2006.

   Table 1 Thirty-nine countries receive most of their water from outside their borders
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With hydrological interdependence comes 
deeper interdependence. As a productive resource, 
water is unique in that it can never be managed 
for a single use: it flows between sectors and users. 
That is true within countries and between them. 
How an upstream country uses a river inevitably 
affects the quantity, timing and quality of water 
available to users downstream. The same interde-
pendence applies to aquifers and lakes.

Why is transboundary water governance a 
human development issue? Because failure in 
this area can produce outcomes that generate 
inequity, environmental unsustainability and 
wider social and economic losses. 

There is no shortage of illustrations. The 
Aral Sea, described by some as the world’s worst 
human-caused ecological disaster, is an extreme 
case in point (map 1). Less widely appreciated is 
the damage caused to shared river systems and 
lakes by overuse: the shrinkage of Lake Chad in 
Sub-Saharan Africa is an example. 

Inequitable water management can heighten 
inequalities and water insecurity. For example, 
people living in the Occupied Palestinian Ter-
ritories face acute water scarcity. Limited access 
to surface water is one factor. More important 
is the unequal sharing between Israel and Pal-
estine of the aquifers below the West Bank. 

The shrinking Aral Sea: the environmental costs of cottonMap 1
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 Average per capita water use by Israeli settlers 
on the West Bank is some nine times higher 
than by Palestinians sharing many of the same 
water sources. 

Benefits of cooperation for human 
development
Successful cooperation in the management of 
shared waters can produce benefits for human 
development at many levels. Apart from reduc-
ing the potential for conflict, cooperation can 
unlock benefits by improving the quality of 
shared water, generating prosperity and more 
secure livelihoods and creating the scope for 
wider cooperation.

Experience highlights both the poten-
tial benefits of cooperation and the costs of 
noncooperation. Countries of the European 
Union have dramatically improved river 
water standards through cooperation, creat-
ing gains for industry, human health and do-
mestic users. In Southern Africa a joint infra-
structure programme is generating revenue 
for Lesotho and improved water for South Af-
rica. Brazil and Paraguay have unlocked ben-
efits from shared river management through 
power generation. Countries in Central Asia, 
by contrast, are paying a high price for nonco-
operation, with large losses for irrigation and 
hydropower.

Contrary to the claims of water war pessi-
mists, conflict over water has been the excep-
tion, not the rule. Going back over the past 50 
years, there have been some 37 cases of reported 
violence between states over water—and most 
of the episodes have involved minor skirmishes. 
Meanwhile, more than 200 water treaties have 
been negotiated. Some of these treaties—such 
as the Indus Basin Treaty between India and 
Pakistan—have remained in operation even 
during armed conflict.

Despite the general absence of armed con-
flict, cooperation has often been limited. For 
the most part it has focussed on technical 

management of water flow and volumetric al-
locations. Some river basin initiatives—nota-
bly the Nile Basin Initiative—are starting to 
change this picture. Progress has been ham-
pered, however, by limited mandates, weak in-
stitutional capacity and underfinancing. These 
are all areas where international cooperation 
and partnerships can make a difference.

*    *    *

Water flows through all aspects of human life. 
Throughout history water management has 
 presented people and governments with far-
reaching technical and political challenges. The 
story of water management is at once a story 
of human ingenuity and human frailty. From 
the aqueducts of ancient Rome to the great 
public works of 19th century Europe and the 
United States, the provision of clean water for 
life has been made possible through innovative 
 technologies. At the same time, unclean water 
and poor sanitation have claimed more lives 
over the past century than any other cause—
and in many developing countries they con-
tinue to do so.

The management of water for livelihoods has 
an even longer history. Since the dawn of civili-
zation in the Indus Valley and Mesopotamia the 
management of water as a productive resource 
has been marked by ingenious infrastructure 
systems that have sought to harness the produc-
tive potential of water while limiting its poten-
tial for destruction. Human vulnerability in the 
face of failure in these endeavours, or as a result 
of shifts in the hydrological cycle, is reflected in 
the demise of civilizations, the collapse of agri-
cultural systems and environmental destruction. 
Faced with the threat of climate change and 
mounting pressure on the world’s freshwater re-
sources, the 21st century water governance chal-
lenge may prove to be among the most daunting 
faced in human history.

Unclean water and poor 

sanitation have claimed more 

lives over the past century 

than any other cause
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The Millennium Development Goals are the world’s time-bound 

targets for overcoming extreme poverty and extending human 

freedom. Representing something more than a set of quantitative 

benchmarks to be attained by 2015, they encapsulate a broad vi-

sion of shared development priorities. That vision is rooted in the 

simple idea that extreme poverty and gross disparities of opportu-

nity are not inescapable features of the human condition but a cur-

able affliction whose continuation diminishes us all and threatens 

our collective security and prosperity. 

The multifaceted targets set under the Millennium Development 

Goals cut across a vast array of interlinked dimensions of develop-

ment, ranging from the reduction of extreme poverty to gender equal-

ity to health, education and the environment. Each dimension is linked 

through a complex web of interactions. Sustained progress in any 

one area depends critically on advances across all the other areas. A 

lack of progress in any one area can hold back improvements across 

a broad front. Water and sanitation powerfully demonstrate the link-

ages. Without accelerated progress in these areas many countries 

will miss the Millennium Development Goals. Apart from consigning 

millions of the world’s poorest people to lives of avoidable poverty, 

poor health and diminished opportunities, such an outcome would 

perpetuate deep inequalities within and between countries. While 

there is more to human development than the Millennium Develop-

ment Goals, the targets set provide a useful frame of reference for 

understanding the linkages between progress in different areas—and 

the critical importance of progress in water and sanitation.

Eight reasons for the world to act on water and sanitation—links to the Millennium Development Goals

Millennium  
Development Goal Why governments should act How governments should act

Goal 1 Eradicate 
extreme poverty and 
hunger

• The absence of clean water and adequate sanitation is a 
major cause of poverty and malnutrition:

• One in five people in the developing world—1.1 billion in 
all—lacks access to an improved water source.

• One in two people—2.6 billion in all—lacks access to 
adequate sanitation.

• Diseases and productivity losses linked to water and 
sanitation in developing countries amount to 2% of GDP, 
rising to 5% in Sub-Saharan Africa—more than the 
region gets in aid.

• In many of the poorest countries only 25% of the poorest 
households have access to piped water in their homes, 
compared with 85% of the richest.

• The poorest households pay as much as 10 times more 
for water as wealthy households.

• Water is a vital productive input for the smallholder farmers 
who account for more than half of the world’s population 
living on less than $1 a day.

• Mounting pressure to reallocate water from agriculture to 
industry threatens to increase rural poverty.

• Bringing water and sanitation into the mainstream of national 
and international strategies for achieving the Millennium 
Development Goals requires policies aimed at:

• Making access to water a human right and legislating for 
the progressive implementation of that right by ensuring 
that all people have access to at least 20 litres of clean 
water a day. 

• Increasing public investment in extending the water 
network in urban areas and expanding provision in rural 
areas.

• Introducing “lifeline tariffs”, cross-subsidies and invest-
ments in standpipes to ensure that nobody is denied 
access to water because of poverty, with a target ceiling of 
3% for the share of household income spent on water.

• Regulating water utilities to improve efficiency, enhance 
equity and ensure accountability to the poor.

• Introducing public policies that combine sustainability with 
equity in the development of water resources for agriculture.

• Supporting the development and adoption of pro-poor irriga-
tion technologies.

Goal 2 Achieve 
 universal primary 
education 

• Collecting water and carrying it over long distances keep 
millions of girls out of school, consigning them to a future of 
illiteracy and restricted choice.

• Water-related diseases such as diarrhoea and parasitic 
infections cost 443 million school days each year— 
equivalent to an entire school year for all seven-year-old 
children in Ethiopia—and diminish learning potential. 

• Inadequate water and sanitation provision in schools in 
many countries is a threat to child health. 

• The absence of adequate sanitation and water in schools is 
a major reason that girls drop out.

• Parasitic infection transmitted through water and poor sani-
tation retards learning potential for more than 150 million 
children.

• Linking targets and strategies for achieving universal primary 
education to strategies for ensuring that every school has 
adequate water and sanitation provision, with separate facili-
ties for girls.

• Making sanitation and hygiene parts of the school curriculum, 
equipping children with the knowledge they need to reduce 
health risks and enabling them to become agents of change 
in their communities.

• Establishing public health programmes in schools and 
communities that prevent and treat water-related infectious 
diseases.

(continued on next page)
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Millennium  
Development Goal Why governments should act How governments should act

Goal 3 Promote gender 
equality and empower 
women

• Deprivation in water and sanitation perpetuates gender 
inequality and disempowers women.

• Women bear the brunt of responsibility for collecting water, 
often spending up to 4 hours a day walking, waiting in 
queues and carrying water. This is a major source of time 
poverty.

• The time women spend caring for children made ill by 
waterborne diseases diminishes their opportunity to engage 
in productive work. 

• Inadequate sanitation is experienced by millions of women 
as a loss of dignity and source of insecurity.

• Women account for the bulk of food production in many 
countries but experience restricted rights to water.

• Putting gender equity in water and sanitation at the centre of 
national poverty reduction strategies.

• Enacting legislation that requires female representation on 
water committees and other bodies.

• Supporting sanitation campaigns that give women a greater 
voice in shaping public investment decisions and household 
spending.

• Reforming property rights and the rules governing irrigation 
and other water user associations to ensure that women enjoy 
equal rights.

Goal 4 Reduce child 
mortality

• Dirty water and poor sanitation account for the vast majority 
of the 1.8 million child deaths each year from diarrhoea—
almost 5,000 every day—making it the second largest 
cause of child mortality.

• Access to clean water and sanitation can reduce the risk of 
a child dying by as much as 50%.

• Diarrhoea caused by unclean water is one of the world’s 
greatest killers, claiming the lives of five times as many 
children as HIV/AIDS.

• Clean water and sanitation are among the most powerful 
preventative measures for child mortality: achieving the 
Millennium Development Goal for water and sanitation at 
even the most basic level of provision would save more than 
1 million lives in the next decade; universal provision would 
raise the number of lives saved to 2 million.

• Waterborne diseases reinforce deep and socially unjust 
disparities, with children in poor households facing a risk of 
death some three to four times greater than children in rich 
households.

• Treating child deaths from water and sanitation as a national 
emergency—and as a violation of basic human rights.

• Using international aid to strengthen basic healthcare provi-
sion in preventing and treating diarrhoea.

• Establishing explicit linkages between targets for lowering 
child mortality and targets for expanding access to water and 
sanitation.

• Prioritizing the needs of the poorest households in public 
investment and service provision strategies for water and 
sanitation.

• Ensuring that Poverty Reduction Strategy Papers recognize 
the link between water and sanitation and child mortality.

• Publishing annual estimates of child deaths caused by water 
and sanitation problems.

Goal 5 Improve 
 maternal health 

• The provision of water and sanitation reduces the incidence 
of diseases and afflictions—such as anaemia, vitamin 
deficiency and trachoma—that undermine maternal health 
and contribute to maternal mortality.

• Treating water and sanitation provision as a key component in 
strategies for gender equality.

• Empowering women to shape decisions on water and sanita-
tion at the household, local and national levels.

Goal 6 Combat HIV/
AIDS, malaria and other 
diseases

• Inadequate access to water and sanitation restricts op-
portunities for hygiene and exposes people with HIV/AIDS to 
increased risks of infection.

• HIV-infected mothers require clean water to make formula 
milk.

• Achieving the Millennium Development Goal target for water 
and sanitation would reduce the costs to health systems of 
treating water-related infectious diseases by $1.7 billion, 
increasing the resources available for HIV/AIDS treatment.

• Poor sanitation and drainage contribute to malaria, which 
claims some 1.3 million lives a year, 90% of them children 
under the age of five.

• Integrating water and sanitation into national and global 
strategies for tackling malaria and improving living conditions 
of HIV/AIDS patients.

• Ensuring that households caring for people with HIV/AIDS 
have access to at least 50 litres of free water.

• Investing in the drainage and sanitation facilities that reduce 
the presence of flies and mosquitoes.

Eight reasons for the world to act on water and sanitation—links to the Millennium Development Goals (continued)
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Eight reasons for the world to act on water and sanitation—links to the Millennium Development Goals (continued)

Millennium  
Development Goal Why governments should act How governments should act

Goal 7 Ensure 
 environmental 
sustainability

Halve the proportion 
of people without 
sustainable access to 
safe drinking water and 
basic sanitation

• The goal of halving the proportion of people without access 
to water and sanitation will be missed on current trends 
by 234 million people for water and 430 million people for 
sanitation.

• Sub-Saharan Africa will need to increase new connections 
for sanitation from 7 million a year for the past decade to 28 
million a year by 2015.

• Slow progress in water and sanitation will hold back 
advances in other areas.

• Putting in place practical measures that translate Millennium 
Development Goal commitments into practical actions.

• Providing national and international political leadership to 
overcome the twin deficits in water and sanitation.

• Supplementing the Millennium Development Goal target with 
the target of halving water and sanitation coverage disparities 
between the richest and poorest 20%.

• Empowering independent regulators to hold service providers 
to account for delivering efficient and affordable services to 
the poor.

Reverse the loss 
of environmental 
resources

• The unsustainable exploitation of water resources repre-
sents a growing threat to human development, generating 
an unsustainable ecological debt that will be transferred to 
future generations.

• The number of people living in water-stressed countries will 
increase from about 700 million today to more than 3 billion 
by 2025. 

• Over 1.4 billion people currently live in river basins where 
the use of water exceeds minimum recharge levels, leading 
to the desiccation of rivers and depletion of groundwater.

• Water insecurity linked to climate change threatens to 
increase malnutrition by 75–125 million people by 2080, 
with staple food production in many Sub-Saharan African 
countries falling by more than 25%.

• Groundwater depletion poses a grave threat to agricultural 
systems, food security and livelihoods across Asia and the 
Middle East.

• Treating water as a precious natural resource, rather than an 
expendable commodity to be exploited without reference to 
environmental sustainability.

• Reforming national accounts to reflect the real economic 
losses associated with the depletion of water resources.

• Introducing integrated water resources management policies 
that constrain water use within the limits of environmental 
sustainability, factoring in the needs of the environment.

• Institutionalizing policies that create incentives for conserv-
ing water and eliminating perverse subsidies that encourage 
unsustainable water-use patterns.

• Strengthening the provisions of the Kyoto Protocol to limit 
carbon emissions in line with stabilization targets of 450 
parts per million, bolstering clean technology transfer mecha-
nisms and bringing all countries under a stronger multilateral 
framework for emission reductions in 2012.

• Developing national adaptation strategies for dealing with the 
impact of climate change—and increasing aid for adaptation.

Goal 8 Develop a 
global partnership for 
 development

• There is no effective global partnership for water and sanita-
tion, and successive high-level conferences have failed to 
create the momentum needed to push water and sanitation 
in the international agenda.

• Many national governments are failing to put in place the 
policies and financing needed to accelerate progress.

• Water and sanitation is weakly integrated into Poverty 
Reduction Strategy Papers.

• Many countries with high child death rates caused by diar-
rhoea are spending less than 0.5% of GDP on water and 
sanitation, a fraction of what they are allocating to military 
budgets.

• Rich countries have failed to prioritize water and sanitation 
in international aid partnerships, and spending on develop-
ment assistance for the sector has been falling in real terms, 
now representing only 4% of total aid flows.

• International aid to agriculture has fallen by a third since the 
early 1990s, from 12% to 3.5% of total aid.

• Putting in place a global plan of action to galvanize political 
action, placing water and sanitation on to the agenda of the 
Group of Eight, mobilizing resources and supporting nationally 
owned planning processes.

• Developing nationally owned plans that link the Millennium 
Development Goal target for water and sanitation to clear 
medium-term financing provisions and to practical policies for 
overcoming inequality.

• Empowering local governments and local communities 
through decentralization, capacity development and adequate 
financing, with at least 1% of GDP allocated to water and 
sanitation through public spending.

• Increasing aid for water by $3.6–$4 billion annually by 2010, 
with an additional $2 billion allocated to Sub-Saharan Africa.

• Increasing aid for agriculture from $3 billion to $10 billion an-
nually by 2010, with a strengthened focus on water security.
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The	state	of	human	development

“The basic objective of development”, wrote 
Mahbub ul Haq in the first Human Develop-
ment Report in 1990, “is to create an enabling 
environment in which people can enjoy long, 
healthy and creative lives.” Sixteen years on, 
that vision retains a powerful resonance.

People are the real wealth of nations. That 
simple truth is sometimes forgotten. Mesmer-
ized by the rise and fall of national incomes (as 
measured by GDP), we tend to equate human 
welfare with material wealth. The importance 
of GDP growth and economic stability should 
not be understated: both are fundamental to 
sustained human progress, as is clear in the 
many countries that suffer from their absence. 
But the ultimate yardstick for measuring prog-
ress is people’s quality of life. As Aristotle ar-
gued, “Wealth is evidently not the good we are 
seeking; for it is merely useful and for the sake 
of something else.” That “something else” is the 
opportunity of people to realize their potential 
as human beings. Real opportunity is about hav-
ing real choices—the choices that come with a 
sufficient income, an education, good health 
and living in a country that is not governed by 
tyranny. As Amartya Sen has written: “Devel-
opment can be seen… as a process of expanding 
the real freedoms that people enjoy.” 

Over the past decades there have been un-
precedented increases in material wealth and 
prosperity across the world. At the same time 
these increases have been very uneven, with vast 
numbers of people not participating in progress. 
Mass poverty, deeply entrenched inequality and 
lack of political empowerment contribute to 
deny a large share of the world’s population the 
freedom to make real choices. Moreover, GDP 
is still measured in a way that does not take into 
account environmental degradation and the de-
pletion of natural resources.

The human development index

Each year since 1990 this report has published 
a human development index (HDI) that looks 
beyond GDP to a broader definition of well-
being. The HDI provides a composite measure 
of three dimensions of human development: 
living a long and healthy life (measured by life 
expectancy), being educated (measured by adult 
literacy and enrolment at the primary, second-
ary and tertiary level) and having a decent stan-
dard of living (measured by purchasing power 
parity, PPP, income). The index is not in any 
sense a comprehensive measure of human de-
velopment. It does not, for example, include 
important indicators such as respect for human 
rights, democracy and inequality. What it does 
provide is a broadened prism for viewing human 
progress and the complex relationship between 
income and well-being.

This year’s HDI, which refers to 2004, high-
lights the very large gaps in well-being and life 
chances that continue to divide our increasingly 
interconnected world. It was US President John 
F. Kennedy who coined the adage that “a rising 
tide lifts all boats.” But when it comes to human 
development, the rising tide of global prosperity 
has lifted some boats faster than others—and 
some boats are sinking fast. Enthusiasts who 
emphasize the positive aspects of globalization 
sometimes get carried away. They increasingly 
use the language of the global village to describe 
the new order. But when viewed through the 
lens of human development the global village 
appears deeply divided between the streets of 
the haves and those of the have-nots. The aver-
age person in Norway (at the top of the HDI 
league) and the average person in countries 
such as Niger (at the bottom) certainly live in 
different human development districts of the 
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global village. People in Norway are more than 
40 times wealthier than people in Niger. They 
live almost twice as long. And they enjoy near 
universal enrolment for primary, secondary and 
tertiary education, compared with an enrolment 
rate of 21% in Niger. For the 31 countries in the 
low human development category—a group 
with 9% of the world’s people—life expectancy 
at birth is 46 years, or 32 years less than in high 
human development countries.

The HDI underlines another core theme 
that has run through the Human Development 
Report since its inception. On average human 
development indicators tend to rise and fall 
with income. That finding is hardly surpris-
ing. Very low average incomes and high levels 
of income poverty contribute to the lack of 
substantive freedoms in the world, robbing 
people of the ability to achieve adequate nu-
trition, treat illness or gain an education. The 
HDI reflects the positive association between 
income on one side and health and education 
on the other: people in richer countries tend to 
be healthier and to have more educational op-
portunities. It also draws attention to the fact 
that some countries are far better than others 
at converting wealth into opportunities for 
health and education. 

Some countries have an HDI rank far below 
their income rank, while others invert this rela-
tionship. For example, Viet Nam remains quite 
poor but has a much higher HDI ranking than 
many countries with higher per capita incomes. 
Conversely, Bahrain has an average income al-
most twice the level in Chile but, despite recent 
progress, a lower HDI rank because it under-
performs on education and literacy. In Sub-Sa-
haran Africa Tanzania has an average income 
one-third that in Angola but a similar HDI 
rank—an outcome that reflects the high human 
cost of conflict in Angola (figure 1).

Governments often look at the HDI as an 
instrument for assessing their performance 
against that of neighbouring countries. Com-
petition for human development is a healthy 
 rivalry—more healthy, it might be argued, than 
competition on GDP. However, there has been 
something of a tendency for governments to 
neglect more pressing questions, including the 

 underlying reasons for large discrepancies be-
tween the national position in global income 
tables and in HDI rank. In some cases, as in 
Southern Africa, these discrepancies can be 
traced to specific problems (such as HIV/AIDS). 
In many others they can be traced to domestic 
policy failures in providing opportunities for 
health and education.

The HDI is a less effective measure of cross-
country performance at the top end of the league 
table. Near universal literacy and educational 
enrolment, allied to upper limits on life expec-
tancy (see Technical note 1 of the full Report), 
tend to equalize scores among countries. But 
even here the index highlights some discrepan-
cies between income and overall HDI rank. For 
example, the United States, whose citizens are 
on average the second richest in the world after 
Luxembourg, stands six places lower in its HDI 
rank than its income rank. One reason is that 
average life expectancy is almost three years less 
than in Sweden—a country with an average in-
come that is one-fourth lower. Within the high 
human development group Chile and Cuba 
enjoy HDI ranks far above their income ranks.

As with any index that aggregates data 
across several areas of achievement, the HDI is 
subject to constant adjustment in the light of 
shifts in statistical reporting systems. In some 
cases these shifts can affect a country’s ranking 
in either a positive or negative direction, regard-
less of underlying performance. This year’s HDI 
demonstrates the problem. Several countries 
have seen their HDI scores drop not because 
of a change in underlying performance, but be-
cause of a change in reporting systems for edu-
cation. By definition the school enrolment data 
used in the HDI should not include adult edu-
cation. However, some 32 countries have in the 
past included adult education when reporting 
school enrolment. This year these countries have 
changed data reporting to correct this anomaly. 
The new data sets are now more uniform and 
more accurate. But the change has had an ad-
verse effect on the HDI rank of several coun-
tries, including Argentina, Belgium, Brazil, 
Paraguay, Peru and the United Kingdom. For 
Brazil the decline in the HDI rank—from 63 
to 69—is almost entirely a result of the change 

From income to 
HDI—some do 
better than others

Figure 1

Source: Indicator table 1.
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in statistical reporting rather than any real de-
terioration in education performance. Similar 
outcomes can be observed for other countries 
in the group.

Human development trends—the 
HDI and beyond

Human development trends tell an important 
story. Since the mid-1970s almost all regions 
have been progressively increasing their HDI 
score. East Asia and South Asia have accelerated 
progress since 1990. Central and Eastern Europe 
and the Commonwealth of Independent States 
(CIS), following a catastrophic decline in the first 
half of the 1990s, has also recovered strongly and 
regained the level before the reversal. The major 
exception is Sub-Saharan Africa. Since 1990 it 
has stagnated, partly because of economic rever-
sal but principally because of the catastrophic ef-
fect of HIV/AIDS on life expectancy. Eighteen 
countries have a lower HDI score today than in 
1990—most in Sub-Saharan Africa. Today 28 
of the 31 low human development countries are 
in Sub-Saharan Africa. This underlines the su-
preme importance for the Millennium Develop-
ment Goals of national efforts and global part-
nerships to overcome the enormous inherited 
disadvantage faced by people in Africa today.

Progress in human development is some-
times taken as evidence of convergence between 
the developed and the developing world. In 
broad terms, that picture is accurate: there has 
been a steady improvement in human develop-
ment indicators for the developing world over 
several decades. But convergence is taking place 
at very different rates in different regions—and 
from different starting points. Inequalities in 
human development remain large, and for a large 
group of countries divergence is the order of the 
day. This can be illustrated by reference to some 
of the core indicators that underpin the HDI.

Life expectancy 
Over the past three decades developing coun-
tries as a group have been converging on devel-
oped countries in life expectancy. Their average 
life expectancy at birth has increased by nine 
years, compared with seven in high-income 

countries. The exception again is Sub-Saharan 
Africa. For the region as a whole life expectancy 
today is lower than it was three decades ago—
and even this headline story understates the 
problem. Several countries in Southern Africa 
have suffered catastrophic reversals: 20 years in 
Botswana, 16 in Swaziland and 13 in Lesotho 
and Zambia. These demographic reversals are 
greater than France’s after the First World War 
(see Human Development Report 2005). There 
has also been a reversal in the gender pattern 
of life expectancy. Across Sub-Saharan Africa 
women account for a rising share of HIV/AIDS 
infections—a trend that is dramatically lower-
ing female relative to male life expectancy. Pre-
vention and treatment of HIV/AIDS remain 
among the most important conditions for a 
resumption of positive human development 
trends across much of the region (box 1). 

Child mortality 
Survival rates for children are among the most 
sensitive indicators of human well-being. Here, 
too, there are some encouraging trends. Child 
mortality rates are falling: there were 2.1 mil-
lion fewer deaths in 2004 than in 1990. Survival 
prospects are improving in all regions (figure 2). 
Yet the 10.8 million child deaths in 2004 bear 
testimony to the inequality in the most basic 
of all life chances—the chance of staying alive. 
Being born on the wrong street in the global vil-
lage carries with it a large risk in terms of sur-
vival prospects. 

For children in much of the developing 
world the risk differential is increasing. Child 
death rates in all developing regions are rising 

Global divergence in child deathsFigure 2
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HIV/AIDS has thrown human development into reverse gear across 

a large group of countries. More than 39 million people are infected 

with HIV, the virus that causes AIDS, and 3 million died of the disease 

in 2005 alone. Falling life expectancy has been one of the most visible 

impacts of HIV/AIDS on the human development index (HDI). Less vis-

ible has been the feminization of the disease and the consequences 

for gender equity.

In Sub-Saharan Africa, the epicentre of the crisis, infection rates 

have been growing far more rapidly for women than for men (figure 

1). Women now account for 57% of HIV infections in the region, and 

young African women (ages 15–24) are now three times more likely to 

become infected than men.

The pandemic is shaping the demographic structure of many Af-

rican countries. Women have a greater probability of contracting the 

infection—and are more likely to die from it earlier in life. In Southern 

Africa this is reversing the standard life expectancy pattern for men 

and women (figure 2). On current trends average life expectancy in 

Botswana, Lesotho, South Africa and Swaziland will be two years less 

for women than for men by 2005–10, compared with seven years more 

in 1990–95. Part of the gender bias in HIV/AIDS death rates can be 

traced to early marriage or sexual unions that increase the exposure 

of young women and girls to risk.

Even so, evidence from 11 countries studied in detail by the Joint 

United Nations Programme on HIV/AIDS shows a decline in eight 

countries in the proportion of people having sex before age 15 and 

an increase in the use of condoms. The figures for treatment are also 

moving in the right direction: use of antiretroviral drugs in Sub-Saharan 

Africa expanded from 100,000 people in 2003 to 810,000 at the end of 

2005. But only about one person in every six of the 4.7 million in need 

of treatment now receives it. And coverage rates range broadly—from 

more than 80% in Botswana to 4% in Angola. South Africa alone ac-

counts for about a quarter of those receiving treatment.

Does gender bias also skew prevention and treatment? The 

evidence is mixed. Unequal power relationships can disadvantage 

women and young girls in prevention because they are able to ex-

ercise less control over decision-making. Educational disadvantage 

is also a factor. Because school is an important site for education on 

HIV/AIDS, gender disparities in school attendance disadvantage girls. 

Current evidence does not point to systematic bias in treatment. In 

Ethiopia and Ghana women account for a smaller share of treatment 

than predicted on the basis of infection rates, but in South Africa and 

Tanzania they account for a larger share. 

Like men, women in Sub-Saharan Africa suffer from the stigma, 

fear and weak leadership and inadequate political participation that 

have held back the development of an effective response to HIV/AIDS 

in many countries. They also stand to gain if the goal of the Global 

Fund to Fight AIDS, Malaria and Tuberculosis of providing 10 million 

people globally with antiretroviral treatment by 2010 is attained. The 

commitment by the Group of Seven leading industrial countries to 

provide as close to universal access to treatment as possible by 2010 

is important. At the same time national governments should put gen-

der and overcoming gender inequality at the centre of strategies for 

prevention and treatment.

Box 1 The feminization of HIV/AIDS in Sub-Saharan Africa

Source: UNAIDS 2006.

Note: Refers to adults ages 15 and older.
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when expressed as a multiple of the rate in 
high-income countries. Moreover, the rate of 
progress in reducing child mortality has slowed 
for a large group of countries. Had the rate of 
progress registered in the 1980s been sustained 
since then, there would have been 1.5 million 
fewer child deaths in the world in 2004. The 
slowdown in the reduction in child mortality 
rates has implications for the Millennium De-
velopment Goals. On current trends the target 
of cutting overall death rates by two-thirds by 
2015 will be missed by some 4.4 million deaths 
in that year. Only three Sub-Saharan African 
countries are on track for achieving the goal. 

Perhaps more powerfully than any other 
indicator, child mortality demonstrates that 
increases in income are not equivalent to im-
provements in human development. Measured 
by wealth generation, India is one of the suc-
cess stories of globalization: its GDP per capita per capita 
growth has averaged 4% a year since 1990. But 
the trend rate for reducing child mortality has 
slowed from 2.9% a year in the 1980s to 2.2% 
since 1990. While India has outperformed 
Bangladesh in economic growth and average 
income, Bangladesh has outperformed India in 
reducing child death rates, maintaining a rate 
of decline of 3.45% since 1990. The contrast-
ing fortune of children in India and Bangladesh 
when assessed on survival prospects points to 
the limits of wealth as a metric for measuring 
human development.

Education
Progress in education is critical for human devel-
opment in its own right and because of the links 
to health, equity and empowerment. Here, too, 
the progress report is one of a glass half empty 
and half full. Much has been achieved—but 
large deficits remain.

Illiteracy patterns today are a legacy of edu-
cation deficits of the past. Since 1990 adult lit-
eracy rates have risen from 75% to 82%, reduc-
ing the number of illiterate people in the world 
by 100 million. There has been less progress in 
gender equity. Women still account for about 
two-thirds of adult illiteracy—the same as in 
the 1990s. Net primary enrolment ratios have 
increased across the developing world, and the 

gender equity gap in enrolment is shrinking in 
all regions. Set against this good news, the bad 
news is that 115 million children are still out of 
school—and some 62 million of them are girls.

Enrolment differences at the primary level 
capture an important dimension of progress 
in education, but only one dimension. In a 
knowledge-based global economy a good qual-
ity primary education is just a first step on a 
ladder and not a destination. In this broader 
perspective the inequality in the distribution 
of global education opportunities remains 
daunting. On average a child in Burkina Faso 
can expect less than 4 years of education, com-
pared with more than 15 in most high-income 
countries. These large educational inequalities 
of today are the income and health inequali-
ties of tomorrow. Among the core challenges 
to be addressed:
• The enrolment-completion gap. Almost one 

child in five in developing countries drops 
out before completing primary school. In 
some cases high enrolment rates mask lim-
ited progress towards the acquisition of 
basic literacy and numeracy skills. In coun-
tries such as Chad, Malawi and Rwanda 
fewer than 40% of the children who enrol 
in school complete a full primary education 
cycle.

• Low rates of transition to secondary school 
and beyond. In rich countries more than 
80% of children who reach the end of pri-
mary school continue their studies at a 
lower secondary level. Over half go on to 
tertiary education. The picture is very dif-
ferent in Sub-Saharan Africa, where less 
than half of children make the transition 
from primary to secondary school. There 
are 37 countries with net secondary enrol-
ment rates of less than 40%, 26 of them in 
Sub-Saharan Africa.

• High levels of post-primary gender inequal-
ity. While enrolment gaps between girls 
and boys are narrowing, large disparities re-
main at secondary and tertiary levels (figure 
3). The disparities reflect institutionalized 
gender discrimination that disadvantages 
women by restricting their choices and re-
ducing their opportunities for income and 



44	 summary	 human de velopment report 2006

employment. Because of the links between 
maternal education and child health, gen-
der discrimination also holds back progress 
in child mortality reduction. 

Income poverty and distribution
Income poverty has fallen in all regions since 
1990, except in Sub-Saharan Africa. The share 
of the world’s people living on less than $1 a 
day has fallen from 28% to 21%, leaving just 
over 1 billion people below the threshold. High 
economic growth in China and India has been 
the most powerful motor for reducing income 
poverty. Sub-Saharan Africa is the only re-
gion that has witnessed an increase both in the 
 incidence of poverty and in the absolute num-
ber of poor. Some 300 million people there—
 almost half of the region’s population—live on 
less than $1 a day. 

While the world as a whole is on track for 
achieving the 2015 target of halving extreme 
income poverty, Sub-Saharan Africa is off 
track, as are many countries in other regions. 
 Country-level data indicate that the 2015 goals 
will be missed by about 380 million people. 
Such high levels of poverty in a more prosperous 
global economy reflect the extreme disparities 

in wealth and the small shares of world income 
captured by the poor:
• The poorest 20% of the world’s people, 

roughly corresponding to the population 
living on less than $1 a day, account for 1.5% 
of world income. The poorest 40%, corre-
sponding to the $2 a day poverty threshold, 
account for 5% of world income.

• Nine of 10 people in high-income Organ-
isation for Economic Co-operation and 
Development (OECD) countries are in the 
top 20% of the global income distribution. 
At the other end of the scale one person in 
two in Sub-Saharan Africa is in the poor-
est 20%—and the region’s share of people 
in the bottom 20% has more than doubled 
since 1980 (to 36% of the total).

• Average income for the world as a whole is 
$5,533 (PPP)—but 80% of the world lives 
on less than this average. Global inequality 
is captured in the large gap between average 
and median incomes ($1,700 in 2000). 

• The world’s 500 richest people have an in-
come of more than $100 billion, not taking 
into account asset wealth. That exceeds the 
combined incomes of the poorest 416 mil-
lion. Wealth accumulation at the top of the 
global income distribution has been more 
impressive than poverty reduction at the 
bottom. The 2004 World Wealth Report 
prepared by Merrill Lynch projects that the 
financial asset wealth of 7.7 million “high 
net worth individuals” reached $28 trillion 
in 2003, with projected growth to $41 tril-
lion by 2008. 
Globalization has given rise to a pro-

tracted debate over the precise direction of 
trends in global income distribution. What is 
sometimes lost sight of is the sheer depth of 
inequality—and the associated potential for 
greater equity to accelerate poverty reduction. 
Measured in 2000 purchasing power parity 
(PPP) terms, the gap between the incomes 
of the poorest 20% of the world’s population 
and the $1 a day poverty line amounts to about 
$300 billion. That figure appears large, but it 
is less than 2% of the income of the world’s 
wealthiest 10%. Achieving greater equity in 
world income distribution through inclusive 

Gender discrimination tracks girls 
through education in some 
countries

Figure 3
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and broad-based national growth strategies—
backed by international action through aid, 
trade and technology transfer—is one of the 
keys to bringing the 2015 goals for income 
poverty within reach.

Inequality and human development

The HDI provides a snapshot of average na-
tional performance in human development. 
However, averages can obscure large dispari-
ties within countries. Inequalities based on in-
come, wealth, gender, race and other forms of 
inherited disadvantage, as well as location, can 
make national averages a misleading indicator 
for human well-being.

Can the HDI be used to capture inequali-
ties in human development within countries? 
Research undertaken for this year’s Human 
Development Report addressed this question 
by attempting to disaggregate national HDI 
scores by income quintiles. The exercise covered 
13 developing countries and two developed 
 countries—Finland and the United States—
with sufficient data available. 

The construction of HDI scores for dif-
ferent income groups within countries poses 
technical challenges (see Technical note 2 of the 
full Report). Standardized household income 
surveys and Demographic and Health Surveys 
make it possible to generate data for the index at 
different points in the income distribution. But 
problems in data availability and comparability 
make it difficult to construct indexes that are 
comparable across countries. An added problem 
is that the data required for the construction of 
HDI scores by income group are not available 
for many high-income countries. Despite these 
problems the construction of internationally 
comparable HDI scores based on national in-
come groups has the potential to provide a pow-
erful instrument for understanding the dimen-
sions of capability deprivation.

The HDI by income group points to stark in-
equalities in human development (figure 4). For 
Burkina Faso, Madagascar and Zambia the HDI 
score for the richest 20% is about twice that for the 
poorest 20%. The observed gaps in Bolivia, Nica-
ragua and South Africa are also very large. HDI 

disparities by income between rich and poor in 
high-income countries are smaller, partly because 
income differentials translate less emphatically 
into life expectancy differences and basic educa-
tion outcome. Even so, the United States displays 
significant HDI disparities by income group. 

Beyond the domestic rankings, cross-
 country comparisons highlight the inequality 
of human development:
• The richest 20% of the people in Bolivia 

have a ranking that would place them in 
the high human development league, along-
side Poland, while the poorest 20% would 
rank at a level comparable to the average for 
Pakistan. The two groups are separated by 
97 places on the global HDI ranking. For 
Nicaragua the HDI gap between the rich-
est and the poorest 20% is 87 places in the 
global league.

• In South Africa the richest 20% have an HDI 
rank 101 places above the poorest 20%. 

• In Indonesia human development stretches 
from a level comparable to that of the Czech 
Republic for the richest 20% to that of 
Cambodia for the poorest 20%.

Figure 4 Same country, different worlds—a human development 
index by income group

Source: Grimm and others 2006.
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• While the richest 20% in the United States 
(followed by Finland) would top the list 
of human development achievements, 
the poorest quintile in the United States 
achieves only a rank of 50.

Behind the HDI inequalities—child 
mortality and education inequalities
The HDI by income group provides an aggre-
gate indicator of some important dimensions 
of well-being. Behind it are some very stark 
inequalities in capabilities and life chances 
linked to income inequalities. These can be 
highlighted by reference to household survey 
data for some of the countries covered by the 
research exercise.

Children born into the poorest 20% of the 
income distribution in countries such as Bo-
livia, Indonesia and South Africa face a risk of 
dying before their fifth birthday that is about 
four times higher than for children born into 
the richest 20% (figure 5). School completion 
rates also vary, with gender inequalities inter-
acting with wealth-based disparities. Both girls 
and boys in the poorest 20% of the income dis-
tribution in Burkina Faso are far less likely to 
complete primary school than their high-in-
come counterparts, though the disparity be-
tween girls and boys is equally marked. These 
large variations in life chances based on inher-
ited markers for advantage and disadvantage 
point to the need for public policies that equal-
ize choice and opportunity by extending sub-
stantive freedoms.

Apart from the moral imperative to over-
come extreme disparities in these areas, in-
equalities have important implications for the 
Millennium Development Goals. Consider 
the target of reducing child mortality rates by 
two-thirds. Poor households, with child death 
rates that are typically two to three times the 
national average, account for a disproportionate 
share of overall child deaths. In Nicaragua and 
Peru, for example, about 40% of child deaths 
occur in the poorest 20% of households. Poli-
cies to reduce death rates among the poor have 
the potential to accelerate progress towards the 
target, though in most countries child mortal-
ity inequalities are widening: death rates among 

the poor are falling on average at less than half 
the rate among the rich. 

Looking beyond household income, disag-
gregating the HDI can capture inequalities at 
various levels. In many countries it reveals large 
differences among regions. Kenya has an HDI 
that ranges from 0.75 in Nairobi (almost on par 
with Turkey) to 0.29 in Turkana, a pastoral area 
in the north of the country (figure 6). If Tur-
kana were a country, it would be off the current 
HDI scale by a considerable margin, reflecting 
the region’s recurrent droughts, poor access to 
health and water infrastructure and high mal-
nutrition rates. 

Rural-urban differences interact with re-
gional disparities. In China urban Shanghai 
would rank 24 in the global HDI league, just 
above Greece, while rural Guizhou Province 
would rank alongside Botswana. 

For some countries the HDI reveals very 
large inequalities based on group member-
ship. An example is Guatemala, where human 

Figure 5 Staying alive—opportunities 
linked to wealth

Source: Gwatkin and others 2005.
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development opportunities are heavily skewed 
against indigenous groups. Q’eqchi have an 
HDI rank on par with Cameroon and 32 places 
below the rank for ladinos (roughly equivalent 
to Indonesia).

Income inequality
Inequality raises important questions rooted in 
normative ideas about social justice and fairness 
in all societies. Because income distribution pat-
terns directly affect opportunities for nutrition, 
health and education, income inequality is also 
intimately related to wider inequalities in capa-
bility and in some cases to absolute deprivation.

Regional variations in income inequality are 
large. The Gini coefficient, a measure of inequal-
ity calibrated on a scale from 0 (perfect equality) 
to 100 (perfect inequality), ranges from 33 in 
South Asia to 57 in Latin America and to more 
than 70 in Sub-Saharan Africa. While caution 
has to be exercised in cross-regional compari-
sons, these regional differences are associated 
with large variations in the income shares of 
the richest and poorest 20%. They also reflect 
the gap between average income and median in-
come, which widens with inequality. In a highly 
unequal country like Mexico the median in-
come is only 51% of the average. For Viet Nam, 
where income distribution is more equitable, the 
median rises to 77% of the average. 

Why does income distribution matter for 
poverty reduction? In a mechanical sense the 

rate of income poverty reduction in a coun-
try is a function of two things: the rate of eco-
nomic growth and the share of any increment 
in growth captured by the poor. Other things 
being equal, the larger the share of income cap-
tured by the poor, the more efficient the country 
is in converting growth into poverty reduction. 
Holding income distribution patterns constant 
and projecting current growth rates into the fu-
ture, it would take three decades for the median 
household in poverty to cross the poverty line 
in Mexico. Doubling the share of the poor in 
future income growth would cut this time hori-
zon by half. For Kenya the time horizon would 
be reduced by 17 years, from 2030 to 2013—a 
transition that would bring the country within 
touching distance of an otherwise unattainable 
Millennium Development Goal target of halv-
ing income poverty. 

As the examples show, distribution matters 
because it affects the rate at which economic 
growth converts into poverty reduction (the 
growth elasticity of poverty). Thus every 1% 
increase in growth reduces poverty by about 
1.5% in Viet Nam—twice the 0.75% in Mex-
ico. The good news is that extreme inequality is 
not an immutable fact of life. Over the past five 
years Brazil, one of the world’s most unequal 
countries, has combined strong economic per-
formance with a decline in income inequality 
(according to national sources, the Gini index 
has come down from 56 in 2001 to 54 in 2004) 
and poverty. Economic growth has created em-
ployment and increased real wages. And a large 
social welfare programme—Bolsa Familia—
has provided financial transfers to 7 million 
 families living in extreme or moderate poverty 
to support nutrition, health and education, cre-
ating benefits today and assets for the future.

Income distribution is not only an issue 
for developing countries. As underlined by the 
HDI by income quintiles for the United States, 
it is also important in some of the world’s rich-
est countries. Over the past quarter century 
the gap between the bottom of the US income 
distribution and the middle and top has wid-
ened dramatically. Between 1980 and 2004 the 
 income of the richest 1% of households (average 
incomes of more than $721,000 in 2004) rose 

Wide inequalities in human
development between districts
in Kenya
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135%. Over the same period real manufactur-
ing wages declined by 1%. The share of national 
income of the richest 1% doubled to 16% over 
the same period. In other words, the fruits of 
the productivity gains that have driven growth 
in the United States have been heavily skewed 
towards the wealthiest sections of society. 

Does rising inequality restrict opportunity? 
One way of addressing that question is to mea-
sure the influence of the earning power of par-
ents on the future earnings of their offspring. 
In countries with low inequality—such as Den-
mark and Norway—parental income explains 
about 20% of the earnings of offspring. For the 
United States—and for the United Kingdom—
that figure rises to more than 50%.

Within any one country high levels of in-
equality in income and opportunity are a con-
straint on human development. Apart from 
their adverse implications for economic dyna-
mism, growth and social cohesion, they limit 
the conversion of growth into human develop-
ment. The same applies at a global level, where 
the increasingly visible divides that separate the 
haves and the have-nots have become a focal 
point for discontent. One of the central human 
development challenges in the decades ahead is 
to diminish the tolerance for extreme inequali-
ties that have characterized globalization since 
the early 1990s and to ensure that the rising 
tide of prosperity extends opportunities for the 
many, and not just the privileged few. 
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Beyond the household, competition for water as a productive resource is intensifying. Symptoms of that competition include the collapse 

of water-based ecological systems, declining river flows and large-scale groundwater depletion. Conflicts over water are intensifying 

within countries, with the rural poor losing out. The potential for tensions between countries is also growing, though there are large 

human development gains to be realized from increased cooperation.
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