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Water SDG Goes Beyond MDG WASH
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The challenges we face

STATUS QUO IS NOT AN OPTION!

Water is still a major challenge globally.  By 2030:
• Water demand is expected to exceed supply by 40%
• inadequate sanitation further depletes already diminishing water 

resources

Moving from MDGs to SDGs is a substantial increase in level of 
ambition

• MDGs concentrated on access, but SDGs are much broader
• Much greater funding will be needed over an extended period
• Will need to bring private finance to bear on SDG 6

The approach to financing water will need to change as well
• Aim is for utilities to be more efficient and effective, to become creditworthy
• Governments can provide incentives through policy and regulatory frameworks
• Shift Public Funds to Non-Revenue Generating Water Sub-Sectors



Official Development Assistance (ODA)
Commitments to Water Sector
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Source: Aid Flows
To the Water Sector,
World Bank, 2016



Reaching universal access will require large 
increase in investments vs MDG period 

Total capital investment to 
deliver universal access to 
safely managed WASH: 
~ $114 billion per year

Significantly more than 
what was invested per 
year to expand access 
between 2000-2015  

Sanitation accounts for 
60% of estimated costs, 
including 40% for urban 
sanitation alone
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Source: Hutton and Varughese. 2016. The Costs of Meeting the 2030 Sustainable 
Development Goal Targets on Drinking Water, Sanitation, and Hygiene. 
Washington, DC. World Bank.



All countries, regardless of their state of 
development, need repayable financing

Traditionally, bulk of 
repayable finance for 
water came from 
concessional 
finance, i.e. from 
development finance 
institutions with a grant 
element

To meet the SDGs,
commercial finance 
needs to be 
leveraged with a 
particular focus on 
domestic commercial 
finance

Costs

Financial costs

Investment costs

Capital 
maintenance

Operation and 
maintenance Transfers

Tariffs

Financing gap

Taxes

Funding
Concessional 
finance

Commercial 
finance

REPAYABLE FINANCING

Repayments
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A lot of capital could be attracted to the sector 

CONCESSIONAL 
FINANCING 

INVESTMENT 
REQUIREMENTS

COMMERCIAL 
FINANCING

$100 trillion
Global bond 
market

$114 billion/year
Universal access to 
water supply 
and sanitation only

$18 billion/year 
Official development 
financing for water

$17 trillion
Global pension 
funds, insurers, 
and sovereign 
wealth funds
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Moving from vicious to virtuous, step by step

Fully Creditworthy 

Unviable / Loss Making Utilities

Pay-as-you-go 
Recovery of Cash Outlays

Operating Cost Recovery 

Financially Sustainable

Becoming Creditworthy 

Service providers Financing sources

Less commercial

More commercial

Commercial 
finance 

Grants /
Public Finance

D
onor/Public 

C
redit 

Enhancem
ents 
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15%

29%

41%

65%

77%

Percentage of utilities deemed viable

Currently 
viable

Step 1
Increase 
collection rate 
to 100%

Step 2
Reduce non-
labor cost by 
15%

Step 3
Reduce non-
revenue water 
to 25%

Step 4
Increase 
revenues 
by 10%

Reaching financial viability is possible



Regulation
Economic and 

technical regulation; 
types of regulation

Institutional 
arrangements

Legal framework; functional 
separation; decentralization; 

aggregation; 
marketization/PPP; 

governance; accountability 

Policy
Policy direction; 

targets, indicators, 
and performance; 

financing 

Need to build the foundations for a transition to
commercial finance…
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Interlinkages



Maximizing Finance for Development

Capitalizing on WBG Knowledge Assets to Support 
Global Public Goods 

Can commercial financing be cost-effectively 
mobilized for sustainable investment?  If not…

Can upstream reforms be put in place 
to address market failures?  If not…

Can risk instruments & credit 
enhancements cost-
effectively cover remaining 
risks? If not…

Can development objectives 
be resolved with scarce 
public financing?  

Public and Concessional Financing, including Sub-
Sovereign

• Public finance (incl. national development banks and domestic SWF) 
• MDBs and DFIs

Commercial Financing

Public and Concessional Resources for
Risk Instruments and Credit Enhancements

• Guarantees
• First Loss

Upstream Reforms & Market 
Failures

• Country and Sector Policies
• Regulations and Pricing
• Institutions and Capacity

1

2
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Colombia: Successful in Developing Local 
Credit Markets
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The discounting process for FINDETER:
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To Conclude..

Greater leveraging of 
limited concessional 
finance is necessary

Governments need PIR 
to create creditworthy 
service providers

Domestic finance is a 
key element in the 
financing strategy

An incremental  
approach is 
recommended

Commercial Finance for WSS and Public Finance WRM and AG

Understanding the 
policy, institutional, 
and regulatory 
dimensions of the 
local WSS sector that, 
if addressed in an 
integrated manner, 
could incentivize key 
stakeholders to 
transition towards 
commercial finance is 
fundamental. 


