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	Due to very low coverage rates, sanitation is one of the key issues at stake in Sub-Saharan Africa, particularly in overcrowded areas such as peri-urban areas and slums. Among the range of technical, institutional and social issues that need to be addressed, financing is a key concern. The financing of sanitation should be considered not merely in terms of development assistance, but in terms of how to build sustainable local financing mechanisms.

Primarily a local problem, the two main challenges of financing sanitation are: setting up financial tools that stimulate household investments for on-site sanitation facilities and anticipating the financing of ongoing maintenance and operation.

Various financing mechanisms have been tested in the field to try to increase the demand required to stimulate household investments. While micro-finance is often restrictive and inaccessible to the poor, household subsidies are easier to manage and make installations more affordable, particularly for the poorest.

Recovering maintenance costs is a real obstacle to the sustainability of sanitation services, particularly for sludge treatment plants and collective or semi-collective installations. Among possible cost-recovery strategies, co-composting and recycling often fail because they require a whole supply chain whose end-product is more expensive than industrial fertilizers. A more promising approach aims to charge a fee for using the treatment plant to cover operational costs.

While ODA remains indispensable for financing major infrastructures that are too expensive to be covered by most African central and local governments, it can, however, show its limits in supporting on-site and semi-collective sanitation programmes that must be financed in the long-term. Today, a “sanitation surcharge” on existing water services appears to be one of the most effective examples of a “sustainable local financial tool for sanitation”.




Introduction
If access to drinking water has become a major concern in the scientific community, in the media and among decision makers, the sanitation sector remains largely ignored (sanitation is defined here as management of household wastewater and excreta – grey and black water). However, the situation is very preoccupying especially in Sub-Saharan Africa where the coverage rate is the lowest and where MDG (Millennium Development Goals) Target 10 on sanitation will not be reached by 2015. 

This communication aims at answering the following questions :

· What is to be financed and how much will it cost in Sub-Saharan Africa ? 

· What are the hurdles which the financing of the sector  is confronted with ?

· Which solutions are usually promoted? 

The last part of the presentation will expose the first lessons learnt from a dozen in-depth case studies carried on so far by Hydroconseil in West Africa. They address the issues of private investment stimulation, cost recovery and involvement of local authorities.
The sanitation crisis in Sub-Saharan Africa

Africa lags behind

In Sub-Saharan Africa, the coverage rate for improved excreta disposal (black water) is 38% compared to an average of 50% in the developing world
. Because of the statistical method used by the JMP (WHO / UNICEF Joint Monitoring Programme) and the weakness of national statistics, one can state that this figure is probably overestimated. 

The demographic growth is the fastest in Sub-Saharan Africa (2.4%, that is to say 15 million more inhabitants every year); as a consequence, the number of people without access to adequate sanitation will raise by 91 million between now and 2015. Reaching MDG Target 10 would require to give access to sanitation to more than 35 million Africans annually. 

The coverage rate in urban area is higher than in rural area (53% against 28%). But the challenge is actually more urban than rural, because on the one hand in 2015 the majority of the African population will live in cities (between 1990 and 2015, the rural population without access to sanitation will have reduced by 25% whereas it will have increased by 50% in urban areas), and on the other hand not having latrines or not being able to properly evacuate wastewater is much more problematic in densely populated cities than in the village. 

The situation in peri-urban areas and slums is even worse: they are overcrowded and most often constructed downstream of flood zones or polluting residential and industrial sectors. They have long been abandoned by governments and municipalities and their inhabitants do not possess title papers that would enable them to prove their property right.

According to the most optimistic forecast, Sub-Saharan Africa will reach MDG Target 10 by 2076.

Level of service

Three levels of service exist:

· Collective sanitation: public sewerage systems can only be found in the center of large cities and cover 5 to 10% of the African population. They are very expensive to build and to maintain. Moreover, the very low water consumption is a major technical obstacle to sewer performance. This explains why existing networks are often too old and/or run down.

· Semi-collective sanitation: such small bore sewers connecting a few number of plots are quite new in Africa. They can be found for instance in West Africa (Mali, Senegal, etc.) and are often seen as a cheap alternative to sewerage and especially relevant in peri-urban areas.

· On-site facilities remain the only type of access to sanitation in both rural and urban areas for more than 90% of the African population. 

Consequently, Africa will not be served by collective sewerage system by 2015. Past and future trends are clearly directed towards on-site and maybe semi-collective sanitation, focus of our study. 

Main obstacles

Difficulties are numerous. On a technical point of view, the main challenge is to find technologies appropriate to local conditions, that are not directly imported from the North and remain affordable for poor governments, municipalities and populations. On a institutional point of view, roles and responsibilities are divided (or jointly shared) between ministries in charge of water, health, education, infrastructure, urban development etc. Yet, muddle often causes demarcation disputes or inaction. Socioeconomic studies show that the reason for sanitation not being a government priority is that the population often does not express a demand for it. This does not mean that sanitation is not a big problem, but basically that people have other priorities: economic survival, habitat, health, education, water supply. Last but not least: sanitation financing (topic of this paper) is a complex issue that can constitute a real hurdle to the development of access to improved sanitation in Sub-Saharan cities. 
Financing sanitation

Financing issues 

What is to be financed?

When we speak about financing sanitation, it is necessary to conceive sanitation as a three-stage process – collection, evacuation and treatment of wastewater – because each of them is organised and financed in a completely different way. This is the same for semi-collective sanitation.

Furthermore, all categories of expenses have to be taken into account:

· Feasibility studies

· Investment / rehabilitation / renewal

· Operation and maintenance

· Training / capacity building of professionals and users

· Sanitation promotion and awareness campaigns 

· Sector coordination

How much will it cost?

In the WSP/AfDB (Water and Sanitation Programme / African Development Bank) report “Can Africa Afford to Miss the Sanitation MDG Target? A Review of the Sanitation and Hygiene Status in 32 Countries” published in 2008, figures from the Country Sanitation Reviews (based on national estimates, national investment programs or medium term expenditure frameworks) have been compiled and extrapolated in countries where data are missing in order to assess the investment requirement.  Results suggest that approximately 26 billion USD are needed to achieve the national sanitation goals in Africa.  This amount is consistent with recent macro-level assessments which have highlighted that an approximate 23 to 50 billion USD would be necessary over the 2000-2015 period to reach the sanitation MDG (that is to say 1.5 to 3.4 billion USD per year depending on the estimates). Such an investment represents 1 to 3 times what is required to reach the MDGs for water.

However, these estimates only take into consideration the cost of collection and – sometimes – treatment of wastewater, ignoring the cost of evacuation. Furthermore, they do not encompass all categories of expenses since most countries exclude from their investment need assessment the following items: feasibility studies, operation and maintenance, capacity building, hygiene education and sanitation promotion, policy formulation, planning, monitoring and regulation. Consequently, the cost of reaching MDG Target 10 on sanitation will be considerably higher.

Obstacles to financing sanitation 

The sector financing faces numerous difficulties.

· The central government lacks resources. It is already in debt and, as aforementioned, it has other priorities (like health and education systems, debt reimbursement, etc.). 
· The decentralisation process is hard to put in place : water and sanitation infrastructure and services have become a local authority’s affair but this transfer of responsibilities has not been accompanied by a corresponding transfer of financial means and technical competences. Municipalities need capacity building.
· Relatively few NGOs (non governmental organization) are active or specialized in sanitation (CREPA - Centre Régional pour l’Eau Potable et l’Assainissement à faible coût, WaterAid, Sandec, Waste, Red Cross…). The water sector remains indeed more attractive: it is more noble, it is easier to generate a revenue; several transnational companies are engaged and stimulate the sector.
· Lastly, the complexity of financing sanitation is a real obstacle. The following paragraphs will try to clarify the issue by briefly presenting the analysis of this issue by technical and financial partners. 

Donors’ perspective 

Camdessus Panel (2001-2003)

The international panel chaired by former Director General of the IMF (International Monetary Fund) Michel Camdessus published in 2003 on the occasion of the 3rd World Water Forum a report on “Financing Water for All
”. The aim was to find ways to attract more funds to the water and sanitation sector. Main recommendations were:

· Increase ODA (Official development assistance) to the water and sanitation sector as well as its effectiveness

· Develop long term, local currency, sub-sovereign lending (funds transferred to local authorities instead of the central government)

· Support local capital markets

· Promote private sector participation

· Better organise decentralisation by transferring technical and financial means to the local level, train its staff and fight against corruption

Gurria Task Force (2005-2006)

The Gurria Task Force chaired by former Minister of Finance of Mexico and current Secretary General of the OECD (Organisation for Economic Co-operation and Development) Angel Gurria published on the occasion of the 4th World Water Forum in 2006 a report that follows up the work initiated by the Camdessus panel. Apart from the usual considerations around ODA and financing tools proposed by the international financial institutions and cooperation agencies, this new report looks for the first time into the “demand side” – that is to say the developing countries and their difficulties to access finance. It highlights the necessity to push sanitation higher on the political agenda (for instance by including it in the Poverty Reduction Strategy Papers); promote the demand for water and sanitation; set an efficient tariff system that in the same time reflects the real cost of water, allows for a sustainable cost recovery and is affordable to the poor
.

European Water Initiative (2003-…)

The European Water Initiative (EUWI) must be mentioned here too since its “Finance” and “Africa” Working Groups carry out a research and experimentations on the same topic. They added to the above-mentioned recommendations the need for better planning and budgeting investment at developing countries’ national and local government levels
.

Where do we stand today?

The Camdessus, Gurria and European Water Initiative reports are too far away from the real financing problems. As a matter of fact, the recommendations that they formulate are limited as follows:  

· They regard the water more than the sanitation sector.

· They are more appropriate to the big developing countries accessing ODA lending and having a significant financial market (in Sub-Saharan Africa basically South Africa, Nigeria, Ivory Coast, Kenya).

· They concern big infrastructure projects, like collective sanitation and wastewater treatment plants, although they represent a very small minority of existing – and necessary – equipments, while the real challenge consists in financing on-site (and semi-collective) sanitation. More generally, the issue of financing the access of poor urban population to on-site and semi-collective sanitation is clearly neglected by the literature. 

· Finally, they search primarily for the means to increase and ease international financial flows in the (water and) sanitation sector, as if the main problem was the lack of resources. Yet, is this really the case? 

It is not a problem to mobilize international funds for major investment projects. Indeed, good projects always find backers. There is even a strange sort of competition between the various multilateral financial institutions as well as with the bilateral cooperation agencies and the commercial banks. There are even complaining about this (forgetting that this competition is a mark of abundance and in the population’s interest). Furthermore, we can also mention very bad projects that have easily found funding…

In reality, the bigger problem lies in: 

· On the one hand, the financing of on-site sanitation: the challenge is to set up financial tools that stimulate private investment for on-site sanitation facilities (micro-finance, reimbursement facilities, household subsidies etc.) quickly, effectively and sustainably.

· On the other hand, the financing of sanitation instructure maintenance: (semi-)collective infrastructure projects are often poorly designed and planned. They do not anticipate the problem of financing ongoing maintenance and operation, which renders the investments made unsustainable. This is the famous "cost recovery" issue.

pS-Eau and Hydroconseil financing sanitation case studies
The French Ministry of Foreign Affairs decided to fund a study coordinated by the French NGO pS-Eau and carried out by the consulting company Hydroconseil precisely on these two issues. The last part of this article will expose the first findings of this study.
Objective and methodology 

The objectives of the pS-Eau / Hydroconseil large-scale field research are to gather quantitative and qualitative information on how sanitation programmes are financed in Sub-Saharan cities (especially financing access to on-site and semi-collective sanitation on the one hand, and financing infrastructure maintenance, in urban and peri-urban areas) and to draw lessons. 
The study started last year 2007 with a synthesis of the existing literature and has been supplemented by twelve case studies reflecting the diversity of financing mechanisms and sanitation technologies. Interviews have been carried out with national and local authorities, national agency responsible for sanitation in urban areas, NGOs and/or private operators involved in the projects / programmes reviewed, complemented by document reviews and visits on the field. Thanks to a common template, it has been possible to compare the case studies and draw lessons to produce a decision making support for local, national and international decision makers (municipalities, NGOs, decentralised cooperation, central governments and donor agencies). Eleven case studies out of twelve are already finalized. 
List of case studies
	Country
	City
	Neighbourhood 
	Case study’s focus

	Mali
	Bamako
	Hippodrome
	Small bore sewer

	Mali
	Bamako
	Banconi
	Small bore sewer

	Mali
	Bamako
	Citywide
	Faecal sludge management and treatment by private operator “GIE Diabeso Saniya”

	Mali
	Bamako
	Commune IV
	Feacal sludge treatment plant Samanko II

	Mali
	Bamako
	Commune II
	Feacal sludge treatment plant Zone industrielle

	Burkina Faso
	Bobo-Dioulasso
	Citywide
	Strategic Sanitation Plan (PSAB)

	Burkina Faso
	Ouagadougou
	Dapoya
	Partnership ONG ENDA-rup / MFI FCPB on microfinancing on-site sanitation

	Senegal
	Rufisque
	Castor, Arafat, Diokoul
	ENDA-rup on-site and semi-collective sanitation project 

	Senegal
	Dakar
	Periurban areas
	On-Site Sanitation Program in Dakar’s Peri-Urban Areas (PAQPUD)

	Niger
	Filingué
	Citywide
	On-site sanitation and faecal sludge evacuation

	Niger
	Dogondoutchi
	Citywide
	On-site sanitation and faecal sludge evacuation

	Uganda
	Kampala
	Citywide
	On-site sanitation project and sludge management reform


They cover the three stages of the sanitation process (collection, evacuation, treatment) and all related expenses. Now, what lessons have been learnt ? 

Preliminary findings

This thesis emerges from the case studies and follows the fact that the financing problem is faced primarily at the local level.
The priority is not seeking further financing with the donors, but to better design the projects beforehand. That is to say, we should not so much increase (in quantity) the supply of funds, but improve (in quality) the demand (i.e. the projects). Therefore it is indeed locally that the challenge of financing sanitation must be taken on.

Stimulating private investment : microfinance vs. household subsidies

For household facilities, the challenge is to find an effective means of stimulating private investment.

Micro-finance, often promoted by Western partners, poses more problems than it resolves (see experience of ENDA-rup in Rufisque and Ouagadougou, or even the case of payment facilities set up for mini-sewer users in Bamako):

There is always interest charged (even when it is subsidized) which increases the end cost of the equipment for the household instead of making it more affordable.

Furthermore, poor households do not have sufficiently high or regular incomes to make their reimbursements properly. And the sanitation facility obtained does not provide a source of revenue which could help the household to make the reimbursements (therefore it is more a consumer loan than an investment loan). This leads to the risk of putting the household into debt.

It is not easy to find a balance between a lower monthly reimbursement payment but that is spread over several years (will the households continue to make the payments for such a long time?) and a shorter period of higher payments.

The eligibility criteria for micro-credit, often restrictive (fill out a form, build savings beforehand, find guarantees etc.), cannot be met by the poorest of the poor.

Nothing guarantees that the money will in fact be used to invest in sanitation (monitoring is required).

Now, the examples of the peri-urban sanitation improvement programme in Dakar, and the strategic sanitation plan in Ouagadougou and Bobo-Dioulasso show that household subsidies are easier to manage and make the equipment more affordable, particularly to the poorest. This can be in the form of equipment (i.e. a slab) provided to the household for free. 

Recently, an anti-subsidy trend has developed in East Africa, building on the experience of some NGOs and donors in South-East Asia in order to promote sanitation facilities without any household subsidy. These “faecal-free communities” and “community-led total sanitation” approaches try to stimulate the feeling of shame – which is supposed to be linked to the practice of open-air defecation – and create a community-based pressure (for example in the form of a competition between neighbouring villages) as incentives for individual households to invest in facilities on their own. WaterAid and UNICEF intend to adapt these methods to the West African context, while DANIDA (Danish International Development Agency) or the European Union have expressed some interest. The difficulty will probably be that most of households in West Africa already have some sort of traditional latrine and their willingness and capacity to pay to improve the existing is much lower than in East Africa or in South-East Asia. But time is needed to get the first feed-back from field experiences. 
Cost recovery

For collective or semi-collective equipment (mini sewers, waste water and sludge treatment plants): this requires recovering the cost of the infrastructure and financing maintenance. To do this, various strategies are possible:

1. For sludge treatment plants: Co-composting and recycling are often failures…
 (see cases of Bamako, Dakar…) because potential users of the compost are reticent to purchase and use faecal matter. The market is often insufficient in urban areas.

Furthermore, it is necessary to combine it with organic waste. This implies to organise a whole supply chain (compost collection, production and distribution). In the end, the compost is more expensive than conventional industrial fertilizers.

Lastly, the use of sludge in agriculture is not well mastered; manure spreading was banned in Europe many years ago due to its risks. 

Some towns have experimented with setting up a fee for using the faecal sludge treatment plant to cover operational costs. The "vacuum" trucks have to pay according to quantity of their load. That requires to build large (large enough to receive the sludge of the whole town), accessible plants (more accessible than the unauthorized dumping areas) and to strictly sanction unauthorized dumping, in order to motivate vacuum trucks to come. 

This approach looks promising (see Dakar or Dar es-Salaam, while the Office National de l’Eau et de l’Assainissement of Burkina Faso intends to test it for two faecal sludge treatment plants next year in Ouagadougou).

2. For maintaining mini-sewers and the wastewater plant, Dakar, Rufisque and Bamako's experience with semi-collective systems shows that it is difficult to charge households a monthly fee. 

Indeed, the households do not save money, which would enable them to set aside a sum each month to pay the fee. Particularly if it is a payment in advance, as this is, (to finance repairs that are not necessarily needed straight away): they have other priorities, like food and healthcare. 

In addition, they do not feel particularly concerned by the maintenance of structures that are far from their home (main drains, treatment plants etc.). All they want is to have their waste water taken away. They do not want to concern themselves with where it goes and how it is dealt with. And as public authorities or NGOs are usually at the origin of projects (and not households themselves), it seems normal to the people that they pay for the maintenance – just as the State has always paid for the maintenance of roads, bridges etc. and not the users. 

Therefore, we could imagine that the households would pay for infrastructure maintenance when this directly affects them (the drains in front of their homes) on an occasional basis (when they can directly see the need) by pooling together resources with the neighbours: this is the system that has gradually and naturally evolved in Bamako. For the other infrastructure that benefits the community as a whole or which aims to preserve the environment (main network, treatment plants), the municipality could be involved. 

The examples above clearly show that financing problems differ depending on whether it concerns on-site or semi-collective sanitation.

Involving local authorities

Local authorities are almost completely absent of the projects and programmes studied so far, although the decentralisation process in the water and sanitation sector is supposed to give them a dominant role. There is a need to involve them much more, especially of course in towns and rural areas where no other player has a clear strategy and concrete actions. But also in urban areas, for instance in the maintenance of wastewater and faecal sludge treatment plans, of semi-collective sanitation infrastructure, or by making sites available for those facilities, which is not an easy task in densely populated neighborhoods. 

Concluding remarks
Beyond ODA: Finding a sustainable financing mechanism for the sanitation sector 

Of course ODA remains indispensable for financing major infrastructure that is too expensive to be covered by most African central and local governments. Yet, if ODA financing tools are appropriate to finance large infrastructure projects like sewers and treatment plants, they are not adapted to fund on-site sanitation facilities which represent a disseminated, difficult to plan, private investment. 

Moreover, ODA remains an occasional source of financing that poses problems for major on-site and semi-collective sanitation programmes that must be financed in the long-term. This is where the limits of ODA appear, and indeed where ODA can have a negative effect of creating dependency. For example: In Senegal, the peri-urban sanitation improvement programme (which provided more than 500 000 peri-urban residents with sanitation facilities) had to be suddenly interrupted after three years when the operator realized that the funds loaned by the World Bank had run out. Today, 56% of the households requests officially registered are still to be met. And they will not be met. 

The introduction of a "sanitation surcharge" could be a good solution. Some African countries have set up such a system (Burkina Faso, Senegal, Tunisia, etc.). It enables the water utility to take a certain percentage of the water users' bill to finance sanitation activities. The advantage is that this source is internal, continuous, predictable and continually rising from year to year. In Burkina Faso, the money collected in this way is used to finance the strategic sanitation plans in Ouagadougou and Bobo-Dioulasso, which have provided access to sanitation to almost one million people over the past ten years. And have done so using local financing – almost without assistance or dependence on international donors.

Scaling up

PAQPUD and PSAB are examples of large-scale sanitation programmes. Such programmes are very rare in Sub-Saharan Africa. On the contrary, a multiplicity of small or micro-projects can be found on the field, with very little impact. Yet, we have enough experience to base our actions on. It certainly needs to be further evaluated and capitalized, but it is time to back out of the “pilot project” approach and start scaling up, if MDG Target 10 is to be achieved one day.
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� JMP, 20th of March 2008: http://www.who.int/mediacentre/news/releases/2008/pr08/fr/index.html


� The Financing Water for All report and its main recommendations are available at the following url: http://www.financingwaterforall.org/index.php?id=1107


� The Gurria Task Force on Financing Water for All - report 1: Enhancing access to finance for local governments - Financing water for agriculture and its main recommendations are available at the following url: http://www.financingwaterforall.org/index.php?id=1528


� See Finance Working Group website : http://www.euwi.net/index.php?main=1&sub=1&id=101 and Africa Working Group website : http://www.euwi.net/index.php?main=1&sub=1&id=125&conX_EUWI=b62d4a3990af161e99dc20ee16ad304f
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