PROPOSALS TO SPARK FURTHER DISCUSSION AT EU WATER INITIATIVE FINANCE WORKING GROUP

	
	Facility (€250,000)


	Overall EU Aid for Water (€1.4bn pa)

	Rural
	1. Don’t create separate application & monitoring/reporting structures
	1. All EU Members to join Water Sector Working Group and work to National Water Sector Plan

	
	Blockage:  Complexity of separate processes leads to under-utilisation of funds

Example: Ethiopia – finding of World Bank Public Expenditure Review


	Blockage: Separate off-budget working leads to ineffective pro-poor targeting of resources and variation in community contribution rules

Example: Madagascar and Nigeria are attempting to establish sector-wide planning groups.  In Ethiopia both UNDP and UNICEF run water programmes and only around half of donors are members of the sector working group.  In Uganda some EU donors such as Austria, and Germany remain outside the coordination arrangements.



	
	2. Allocate funding by formula to EU country offices and give them full authority over the funds
	2. Central Government action on (i) demand creation for water and sanitation (ii) sector staff training and retention & (iii) monitoring and transparency

	
	Blockage: EU funds are under-utilised

Example: Nigeria sees funds of €300m unused since 1999 in contrast to the Johannesburg emphasis on “fast-tracking”.
	Blockage: (i) People are reluctant to pay for water or to demand/use/pay for sanitation (ii) wastage rates of staff are high (iii) information on the water sector is not readily available

Example: (i) Nigeria Plateau State utility has just 40% collection rate.  Uganda Mpigi District Water Office is struggling to persuade people to pay for water when primary education has been made free and local Graduated Tax may also be abolished (ii)   Ethiopia  has to plan for 50% wastage of its 2,100 water trainees due to higher salaries outside the public sector, job opportunities abroad and HIV/AIDS (iii) Arrangements for  audit and Parliamentary scrutiny are not clear in Nigeria, Ethiopia, Madagascar or Uganda.



	
	3. In-country, add the funding to block grants to decentralized authorities so long as these are ring-fenced for water and the policy is operated of water charges covering O&M costs
	3. Funding to follow proportionately the decentralization of responsibilities and to be ring-fenced

	
	Blockage: Off-budget allocations have high transaction costs and may often lead only to offsets on core block grants.  But block grants themselves can be slow to disburse and/or total less than budget allocations.   Meanwhile the projects invested in may be financially unsustainable.

Example: Ethiopia woreda block grants are reduced where separate funding is provided.  Uganda operates “ceilings” on sector funds but even so upto 50% of annual budgets remain undisbursed just one month from the end of the financial year.  The solar-powered water supply in the Abuja peri-urban settlement of Pyakasa is one of many which has failed because beneficiaries did not make payments to cover the costs of repairs and other maintenance.


	Blockage: Funding is often inadequate to meet responsibilities

Example:  In Nigeria local government allocations are subject to “unreasonable deductions” by State administrations.  Langtang Local Government has proposed 30 water projects worth Naira 1m but the State is delaying approving the plans and releasing the funds.  In Ethiopia the World Bank PER noted a mismatch between responsibilities and resources with faster growth in Federal spending than in transfers to regions.  In Tanzania too the PER process highlighted static allocations to regions despite the decentralization of responsibility for service delivery.

	Urban
	1. As 1 above
	1. As 1 above

	
	
	

	
	2. As 2 above
	2. As 2 above

	
	
	

	
	3. Add funding to finance packages which include domestic financing for utilities which are recovering their costs
	3. As 3 at left

	
	Blockage: Utilities cannot access all the funding they need.

Example: The Plateau State Water Board needs funding of Naira 8bn for service expansions but presently finds domestic banks “horrible” to deal with.  However its Non-Revenue Water remains at 60% of supply.
	


