
Managing groundwater access in Tay Nguyen, Viet Nam

Increased water scarcity in Dak Lak Province in the Tay 
Nguyen region of Vietnam is of growing national concern. As 
a result, development of a sustainable water management 
regime has been declared a high priority (National Water 
Resources Strategy 2006-10). Viet Nam’s national water 
policies are increasingly turning towards managing the 
demand for water. This approach will achieve sustainable 
water management as well as increased water use efficiency.

To manage scarcity, and stimulate regional growth, water 
supply infrastructure in Viet Nam has been developed over a 
number of decades. New water supply infrastructure, however, 
is unlikely to be economically viable. For better long-term 
economic, social and environmental outcomes, Viet Nam’s 
Law on Water Resources (1998) legislates for integrated 
water resource planning as well as economical and rational 
exploitation of water resources by organizations and individuals. 

The Managing Groundwater Access in Tay Nguyen, Viet 
Nam research project contributes to the development of 
integrated demand side water policy in the Dak Lak Plateau 
of Viet Nam. Collaborating on the project were hydrologists, 
agronomists and economists from the Ministry of Natural 
Resources and Environment, The Australian National 
University, Ho Chi Minh City University of Economics and Tay 
Nguyen University. This brief reports on part of that project.

The marginal value of household water in Buon Ma Thuot
Research objectives

1. To estimate the water demand of households using (i) municipal water exclusively, and (ii) municipal water and private  
 well water. 
2. To evaluate the factors influencing household water demand.
3. To estimate the marginal value of household water.

Research method

A survey of 291 urban and peri-urban households in Buon Ma Thuot. 
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Water policy implications

Using municipal water pricing to manage water demand 

in Dak Lak

Municipal water pricing is likely to be an ineffective tool for managing 

urban and peri-urban household water demand in Buon Ma Thuot, at least 

in the short term. Increasing the municipal water price will not substantially 

change total household water consumption – households using municipal 

water only will not change their consumption amounts, and households 

using well water will maintain their consumption by consuming more water 

from the household well.

Pricing municipal water for full cost recovery

In the short term, municipal water could feasibly be priced for full cost 

recovery. Increasing the tariff to VND4,000 per cubic meter would fully 

offset the average household water supply cost reported by the Buon 

Ma Thuot water supply company. This would result in the households 

consuming municipal water only who are aware of the municipal water 

tariff change to reduce their total monthly consumption by approximately 

five per cent. Also assuming awareness of the municipal water tariff 

change, the same price increase would cause households using 

municipal and well water to increase monthly well water consumption 

by around 5 cubic meters, and reduce municipal water consumption by 

around 3.5 cubic meters, on average. For both subgroups, the average 

household budget impact of increasing expenditure on municipal 

water would be modest. Municipal water expenditure, as a percentage 

of average monthly income for households using municipal water 

exclusively, would rise from 1.4 to 2.3 per cent. For households using 

municipal and well water the increase would be from 0.08 to 0.09 per cent.   

Future demand

As households become more affluent in Buon Ma Thuot, demand for 

municipal water will increase, whereas household well water consumption 

should, on average, remain relatively constant..
  

Key results

Profile of household water consumption in Buon Ma Thuot

About 55 per cent of respondent households used metered municipal 

water only for household activities. A number of households 

augmented municipal water supplies with a second source including: 

1. private well (11 per cent)

2. bottled water (13 per cent)

3. other sources (11 per cent). 

Approximately 95 per cent of respondent households drew 

water from no more than two sources. Of these, approximately 

two out of three respondent households used either municipal 

water exclusively, or combined municipal and well water.

Average daily per capita household water consumption

The average per capita daily water consumption of households was:

Municipal water only: approximately 125 litres.

Municipal and private well water: approximately 65 litres from the municipal 

system and approximately 75 litres per capita per day from the household well. 

Household responsiveness to water price changes

Households using municipal water exclusively were very unresponsive 

to changes in the municipal water price. A ten per cent change in the 

municipal water price would cause those households using municipal 

water exclusively to reduce their total monthly water consumption by 

less than one per cent. Households consuming municipal and household 

well water were also unresponsive to changes in the municipal and well 

water prices. For every one per cent increase in the municipal water 

price, these households would reduce their municipal water consumption 

by 0.5 per cent, and increase well water consumption by 0.44 per 

cent. For every one per cent change in the well water (shadow) price, 

households would also decrease well water consumption by around 0.3 

per cent and increase municipal water consumption by 0.3 per cent. 

These results show that households using both municipal and well 

water consider the two types of water as substitutes in most activities.

Full research report at: http://www.crawford.anu.edu.au/pdf/staff/jeff_bennett/vietnam/RR3Urban.pdf
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