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• Why beyond 3Ts?

• Funding strategies



Why beyond 3 Ts?

• Growing financial needs for investments and O&M:
• Achieving SDG6 requires US$1.7 trillion (source; Advance briefing for High-

Level Political Forum 2018, quoting Hutton & Varughese, 2016)

• Constraints of 3Ts: unlikely to meet the future needs 
• Tariffs: affordability (domestic use & irrigation). Most efficient & in line with 

UPP. Poor unable to afford. 

• Taxes:   competing demands for public funds (e.g. health, education, other 
infrastructure)

• Transfers: 
• ODA and international assistance levelling off;

• Sustainability concerns

• Transfers from high users for basic needs possible

Mind set: water as a 
public service

Need to change??

Tariffs should ideally 
pay back the O&M 
and capital costs



Source: 
Bender, 

2017



Kenya report 2014-15 of the water regulator 
(WASREB)
• Kenya experiences a widening investment gap:

• Investments by the WSBs for the period 2014/15 amounted to Ksh 11.28 
billion, a decrease of Ksh 8.2 billion (42%) compared to the total investments 
in 2013/14. Thus the ‘investment gap’ for water and sanitation infrastructure 
is widening

• The total investment is 10% of the investment needs in the water services 
sector (to meet the targets under Vision 2030 & the National Water Master 
plan 2030). 

Water Services Trust Fund of
Kenya (WSTF) grants scheme.
WSTF is a state corporation
that invests in pro-poor water
and sanitation infrastructure



Finance requirements & strategy

• Types of funding requirements:
• Investments in water infrastructure

• Rehabilitation of water infrastructure

• Operation and maintenance of water supply systems

• Government strategy towards water infrastructure & supply: 
• Public or private good

• Private good: best recovered from users through tariffs (UPP)

• Public good: paid from general expenditures (taxes and government loans) 

• Increased cost recovery: often below O&M costs. 
Full cost recovery through 

tariffs ensures sustainability,  
attracts new investments, and 

extends service coverage 
(source: briefing HLPF 2018



Types of water infrastructure development 

• Private sector development:
• BOOT: Build, Own, Operate and Transfer (after e.g. 15-25 years)
• BOT:   Build, Operate & Transfer (after e.g. 15-25 years)
• BOS: Build, Operate & Sell (after e.g. 5 years)
• ROM: Rehabilitate, Operate & Maintain (e.g. for old hydropower 

schemes)

• Public sector development:
• Parastatal:
• Traditional public projects by government

• Public-private sector partnerships:
• Public shareholding in private company
• Private investments in parastatal



Private sector funding

• Advantages:
• Extra funds available
• Quicker access to funding & fast construction
• Increased managerial capacity

• Conditions:
• Borrowers:

• Credit worthiness, identification of bankable projects (financial viability & robustness)
• Lenders:

• Risk assessment & mitigation strategy

• Governments:
• Fill legislative gaps
• Support budget – leverage
• Bridge gap between financially and economic feasibility 



Parties  for private investments 

• Borrowers: often water service providers or ministries responsible for 
water infrastructure. Borrowers may range from local communities, to 
WSP, governments and RBOs. 

• Lenders: banks and other financial institutions (e.g. pension funds, 
investors). 3 Rs:
• Risk mitigation

• Rewards: level and security

• Responsibilities: e.g. construction, operation, rehabilitation

• Government: at different levels (local to transboundary). Creation of 
supportive environment and providing leverage/ co financing 



Required stakeholder capacity to develop a water finance market



Increasing private funding



Water self providers in Botswana: private 
investors in water infrastructure

Most mines

• Mines get water use rights 
(capped) & develop their own 
water sources (usually well fields)

• Pay full capital & O&M costs; no 
additional water charges by 
government. Water costs are high. 

• Annual reporting duty of water 
abstraction & quality

• Limits costs of public water 
infrastructure development

Livestock borehole owners

• Owners obtain water use rights 
(capped)

• Pay capital & O&M costs. No 
additional water charges

• Several government subsidy 
programmes for capital costs

• Government considering water 
charge for IWRM (all water 
resources are state owned).



Framework for building a commercial finance 
market in the water sector (Bender, 2017) 



Four phases for private sector finance strategy

• Scoping:
• Choice of tariff coverage & concept

• Dealing with access & affordability

• Efficiency of monopolies

• Political interference (e.g. tariffs, boards)

• Government levers (guarantees, output based subsidies, credit rating, 
blended finance)

• Capacity assessment of borrowers, lenders & government

• Market design & building: e.g. regulatory benchmarking: Kenya and 
Zambia, IB-NET, risk mitigation, bankable proposals/ financial model, 



Four phases for private sector finance strategy

• Making deals: 
• Structuring debt financing
• Optimizing loan structure & risk mitigation
• Preparing deal (incl. EIA)
• Applying for loan
• Lender protections
• Negotiations 

• Monitoring & evaluation: 
• Construction 
• Pay out & debt servicing 
• M&E of commercial finances (incl. distress) 
• Managing/ terminating deal in trouble 
• Restructuring   



Risk mitigation tools

• Output based aid (OBA)

• Credit enhancement & guarantee facilities

• Construction bonds

• Equity capital contribution

• Dedicated credit lines (e.g. pro-poor or environment)

• Credit ratings

• Technical assistance
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