[image: image1.png]Department for
International
Development




Department for International Development (DFID)

European Union Water Initiative (EUWI) Finance Working Group (FWG) Core Support 2009 – 2011
PROJECT MEMORANDUM
October 2008
Contents
1. Summary and current status…………………………………………………….
2.  Logical Framework/Work Plan…………………………………………………
3.  Project Details…………………………………………………………………....
     Project Description………………………………………………………………

     Project Appraisal…………………………………………………………………

     Lessons and Evaluation………………………………………………………...

4.  Implementation…………………………………………………………………..

     Management Arrangements……………………………………………………
     Timing……………………………………………………………………………..
     Funding…………………………………………………………………………… 

     Contract and Procurement………………………………………………………

     Accounting/Audit …………………………………………………………………

     Monitoring and Reporting……………………………………………………….

     Accounting/Audit…………………………………………………………………

     Monitoring and Reporting……………………………………………………….

5. Risks

APPENDIX I – INDICATIVE WORKPLAN 2009-2012…………………………..
APPENDIX II –…………………..………………………………………………….

1. SUMMARY & CURRENT STATUS
The EUWI Finance Working Group is implementing a project co-financed by the ACP-EU Water Facility and DFID with a budget of €740,000 during 2008-2009. This project focuses on implementation of WSS sector financing strategies in two African countries and leaves little room for flexibility. 

Proposals are made for new activities during 2009 – 2012 for which additional finance will be sought. Identification of such activities is proposed to be guided by five criteria: elimination of the distinction between IWRM and WSS, maintaining the EUWI character, resumption of the FWG as a genuine working group, continuation of the partnership with the OECD, and support to innovative activities. 

On that basis it is proposed to give consideration to (i) supporting the country dialogues of the AWG, (ii) improved dialogue with AMCOW, (iii) workshops on finance for water practitioners, (iv) issues in water pricing, (v) extension of the FEASIBLE methodology to IWRM, (vi) enhancing the role of the private sector, and (vii) coordination and management of the FWG.

The Finance Working Group (FWG) is sustained by a project covering 2008 - 2009 (24 months) with a budget of €740,000 financed by a contribution of €400,000 from the ACP-EU Water Facility (WF) and the balance of €340,000 co-funded by DFID, there is also a modest contribution by Sida. The FWG is hosted by GWPO in Stockholm since July 2006 under an agreement between DFID and GWPO.

The project agreement signed between the EC and the GWPO for the WF contribution specifies in considerable detail the activities and costs foreseen during the project period and has little space for new initiatives. Over half of the budget (some 56 per cent) is earmarked for the preparation of financing strategies for the water supply and sanitation (WSS) sector in two African countries. There is also a component for capacity development and dissemination of the experiences from the two country projects (about six per cent of the budget).

These country projects are being implemented in partnership with the OECD applying principally the FEASIBLE methodology, although attempts will also be made in the two countries to apply the SWIFT methodology developed by the WSP with a view to comparing the different approaches. The objective is to define what may be considered to be best practice for financial planning for the WSS sector in an African context. There have been delays in implementation because of difficulties to reach agreement with partner countries. 

2. LOGICAL FRAMEWORK 

FWG 2006 – 2008 work plan

During 2006 – 2008 the FWG was financed exclusively by DFID in the first two years, while 2008 is covered by the ongoing WF/DFID project. The work plan for this period includes four main activities:

1.  Provision of financing expertise at country level in response to requests

2.  Maximise opportunities for accessing EU resources available for support

3.  Generate increased knowledge of finance mechanisms and policy tools for water-related development

4.  Coordination and management of the FWG


Under activity # 1 WSS sector financing strategies have been completed in Ethiopia (October 2006), Mozambique (December 2007) and Moldova (December 2007). The strategy in Ethiopia was essentially an overview of finance in the sector, since the time available was insufficient to prepare a complete strategy to enable simulation using either FEASIBLE or SWIFT. The work done in Mozambique was carried out by consultants supervised by WSP applying SWIFT and covering the rural water supply sub-sector only. In Moldova consultants supervised by the OECD applied FEASIBLE. (In addition, the OECD has completed WSS financing strategies in Georgia and Armenia using FEASIBLE working under the auspices of the EUWI EECCA Working Group, and it is applying FEASIBLE in Egypt under the EUWI MED Working Group.)

Activity # 2 generated different technical comments on the functioning and the extension of the ACP-EU Water Facility. Under activity # 3 a series of workshops was carried out in 2007/2008 to bring together water practitioners and finance experts to raise awareness about financial tools and opportunities (see separate note). 

Activity # 4 has continued throughout the period. During 2007 and 2008 much effort was devoted to launching the two country strategy projects, dialogue was initiated with two countries but after 6-8 months turned out to be inconclusive. By July 2008 preparations were well under way for start of a project in one country (Lesotho) and dialogue had been initiated with another (Mauretania).

Reference is made to the EUWI 2007/2008 annual report for further details.

Work plan 2009

Under the ongoing FWG project the 2006-2008 work plan and its four activities has been extended to cover also 2009, no additional activities have been added. The focus will be on implementation of the two country financing strategies, both should be completed during the second half of 2009. 

The project budget provides for two workshops, one to be conducted in English and the other in French, to be carried out during the second half of 2009 to disseminate experiences from the two country projects. Compilation of material for these workshops will perforce start well before the projects are complete but should still be able to capture much of what has been learned and relate these experiences to those gained from the completed projects in the EECCA region as well as other country financing strategies carried out in Africa by WSP. 

A concept note has been prepared with proposals for a resumption of the workshops on water finance in collaboration between GWPO/FWG and IRC/AWG. This will be an activity additional to the FWG project supported by WF and DFID. If finance can be found it is planned to start the first of a series of five regional workshops around mid-2009, planning for them would absorb much of the first half of next year. (See Concept Paper)

New activities in 2009 – 2012 – assessment and criteria
(ANNEX 1: Indicative work plan)
As said, the FWG project during 2008-2009 has a strong focus on the two country WSS sector financing strategies. It is not proposed that the FWG would carry out any more country strategies of that nature. If the FEASIBLE approach is found to be feasible, interested partner countries should with little difficulty be able to prevail on donors to support them on a bilateral basis. The contribution of the FWG to demonstrate a viable methodology should then be considered complete.

In the medium term, defined as 2009 – 2012, the FWG may engage in new activities identified on the basis of the following five considerations:

1.  The distinction between water resources management (IWRM) and water services (WSS) should cease. The EUWI has been launched to help partner countries achieve the MDG targets defined in terms of water and sanitation service provision.  Still, when discussing issues relating to finance in practical terms, it is clear that the distinction between water resources management and WSS service provision often has little meaning. These issues arise out of a felt need to manage scarce water resources better for purposes of improved provision of basic services, and it makes more sense to focus on the commonalities of the water sector writ large.


2.  The EUWI character should be retained. The FWG derives from the EUWI, in fact was one of the first EUWI working groups to become operational, and this should not change. This means that future activities should seek to engage EU Member States in collaboration and contribute to achievement of the overall EUWI objectives.

3.  FWG should resume being a working group. As said, the ongoing FWG project leaves little room for flexibility. In practice, this means that FWG functions more like a project with a fixed work plan rather than a working group with ability to accommodate views on new activities expressed by partners and stakeholders. The ambition should be that the FWG after 2009 should revert to being a forum for debate on water finance with resources to adapt to emerging priorities. However, this assumes financing arrangements different from those now in force.

4.  Continue the partnership with the OECD. The collaboration between the OECD and the FWG derives from a joint environment-development ministerial meeting in April 2006 that identified “sustainable financing to ensure affordable access to water supply and sanitation” as a priority theme of work for the OECD Environment Directorate, while addressing one of the OECD Secretary-General’s priorities. A so-called member-led task team has held consultations on this theme during 2006 - 2008, and the FWG is represented on this task team. This work theme will be concluded with a report to the World Water Forum (WWF) in Istanbul in March 2009. Assuming that the OECD will be mandated to continue its work on water finance after the WWF, the current partnership should continue. It gives benefits to both sides, since the analytical capability of the OECD is complemented by the outreach provided by the FWG. 

5.  Support innovative or experimental activities. The FWG should never be seen just as another donor, supporting activities that the donor community could do anyway. Its value added should be to function as a (figurative) workshop for innovation and experimentation, trying out new approaches that may later, if found viable, be more widely disseminated by the donor community, partner countries and other stakeholders. 
3. PROJECT DETAILS 

■ Project Description

Using these five criteria a list of possible new activities for the FWG in 2010 – 2012 is outlined below and summarized in the attached table (ANNEX I). Some of them may commence already in 2009, depending on the availability of finance. Most will require considerable preparatory work to be carried out by external consultants before they can be supported. Generally, no attempt has yet been made to estimate costs.


1. Support the country dialogues of the AWG. In its ongoing work plan the AWG has provided for country dialogues in five African countries during 2009-2010 “in response to specific requests from national governments”. These country dialogues are expected to be based on a “strategic approach to sector financing” and be carried out in collaboration with the FWG. 

There are several issues relating to the EUWI country dialogues carried out to date. Since the EUWI is not a financing instrument, dialogues on WSS sector policy with partner countries was seen as a logical first step to identify impediments to progress toward the MDG targets. However, some EU MS did not identify with the dialogues, their country missions saw them as an imposition from the outside and refused to cooperate, in some partner countries they were initiated but lacked focus, and they fell in disrepute. An ongoing study by SIWI will assess the issues involved and propose a modified approach, its findings are expected later in the year. 

Without prejudice to the SIWI study it would appear likely that any continuation of the EUWI country dialogues would have to depart from an assessment of the WSS sector finance as related to stated objectives and targets. It will evidently not be possible to embark on a full-fledged financing strategy at the outset, but an outcome of the dialogue may be a decision to work toward completion of such a strategy. By focusing the dialogue on a strategic approach to sector financing it should be possible to better capture the interest of partner countries.

That said, it will be necessary also to convince the EU MS and their field missions. The EU MS aid agencies have delegated decision-making authority for bilateral programmes to their field missions, and unless the missions are in agreement the country dialogues will not make progress. How the field missions can be convinced to buy into a modified approach to the EUWI country dialogues is for the AWG to ponder. If such a modified approach can be widely agreed and adopted, the experiences gained by the FWG from the financing strategies will be valuable.

2. Improve dialogue with AMCOW. One of the disappointments of the EUWI African component is the unsatisfactory dialogue between EU and AMCOW. Despite considerable support from the WF channelled through UNEP in order to strengthen the AMCOW secretariat, working contacts with the AWG remain limited. Although there are many examples of constructive personal relations between AMCOW and EU representatives resulting from meetings under EUWI auspices, there is little ongoing collaboration.

That will need to change, if a new approach to the EUWI country dialogues is to be adopted, indeed if the AWG is to make meaningful progress. The FWG should contribute by offering to provide AMCOW with a comprehensive assessment of its experiences from the country financing strategies and proposals for further work in related areas (see further below). The format for this exercise would obviously have to be agreed with AMCOW, but it could take the form of a seminar for members of the AMCOW Technical Advisory Committee (AMCOW TAC) to be conducted in late 2009 or early 2010 in conjunction with one of the regular meetings of this body.

3. Workshops on finance for water practitioners. This is covered by a separate concept note, proposing the continuation of the completed series of three regional workshops by another series of five commencing in mid-2009 and continuing through 2011. Each regional workshop would be supplemented by two country roundtables going more into detail at nation or basin level. The idea is to raise awareness of water professionals of the tools and sources of finance for the water sector. A preliminary cost estimate for this activity is €600,000.
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4. Issues in water pricing. Strategies of governments for providing improved WSS services tend to be supply-driven, and the fundamental importance of demand in the selection of appropriate policies has often been ignored. Effective policy and planning must therefore take into account what customers want and are willing and able to pay for. 


Empirical studies suggest that the willingness to pay for improved WSS services does not depend solely on income but equally on the characteristics of both existing and improved supplies. Often household income, although important, is not the overriding determinant of demand for improved services. 

Policies for the supply and pricing of water need to take into account the characteristics of demand, including the households’ willingness to pay for improved services relative to the full costs of supply. There will be situations where these costs will be high due to aridity, low population densities, or lack of other infrastructure (for example, electricity), and where improved systems cannot be built and operated without subsidies, but even in these cases any improvements must be demand-driven and resources mobilized from beneficiaries. There will also be situations where the natural resource endowments and local poverty combine to preclude financially viable options for improving WSS services, where subsidies may be better used for other community services than WSS.

For local authorities and water utilities it will be important to make these choices explicit and build them into price structures for WSS services with a view to defining viable full-cost pricing strategies. Often there is a need to define explicitly the cases where subsidies to consumers may be justified and where they may not be. The OECD has an ongoing study of water pricing, the findings of which will be presented to the WWF in March 2009. The FWG would translate these findings into a programme of capacity development for local authorities and water utilities to be implemented during 2010 – 2011.

5. Extension of FEASIBLE methodology to IWRM. The FEASIBLE methodology has been developed for the WSS sector as a decision-making tool that makes explicit the policy choices and accompanying trade-offs in designing policies and programmes for provision of improved basic services. It seeks to engage all major stakeholders involved in financing WSS services in policy dialogue and consensus-building to make it easier to implement programmes effectively, improve service quality and achieve WSS targets. 

Many of the characteristics of the FEASIBLE methodology would apply also to water resources management under the IWRM umbrella: policy dialogue and consensus-building are key characteristics also of IWRM. Many partner countries have developed IWRM national plans, as prescribed by the World Summit on Sustainable Development in 2002. However, these plans typically remain unfinanced and play a limited operational role, usually because they have never been subjected to financial analysis, indeed to financial realism, and therefore tend to remain mostly on the shelf. 

Specifically, it will be necessary to link the IWRM national plan to the medium term expenditure framework (MTEF), providing it with the different analytical techniques and monitoring indicators that would permit for the ministry of finance to monitor its implementation with regard to key policy objectives, for example poverty,  environment, and gender equity. This will require a number of pilot projects in partner countries and the financial resources to sustain them.

Pilot applications of FEASIBLE to water resources management would be carried out by the OECD in collaboration with the FWG during 2009-2010. The findings from this methodology would be documented and disseminated to partners during 2011-2012 by the FWG working in partnership with the GWP and the OECD.

6. Enhancing the role of the private sector. At present some 90 per cent of all water is being delivered by publicly owned institutions. Still, it has long been evident in many countries that to achieve political objectives for quantity and quality of WSS services it will be necessary to expand private sector delivery. In developing countries public utilities cater mostly to the demand of the urban areas, leaving supply in rural areas to a patchwork of projects and programmes sustained by the government, often supported by external donors, by NGOs, and by local communities.

The experiences of the private sector in the supply of WSS services have been decidedly mixed, as many of the large European water companies have failed to make investments in developing countries pay off. Local politicians will not allow water tariffs to be raised to the levels necessary for the companies to cover their costs, and there have been shortcomings in the local institutional framework and governance, particularly with regard to effective regulation. As a result, private participation in WSS projects in developing countries has declined in the recent years. 

There are financial instruments that can be used to enhance private participation in WSS service delivery that are not being widely used because key professionals in the water sector are not familiar with them. These instruments were covered, albeit superficially, in the workshops mentioned in section 3 above. Some of them may warrant more development to make them practically useful in specific countries. These instruments include (i) bonds, or fixed interest securities, that offer the purchaser the promise of repayment at a specified future date and in the meantime paying a fixed rate of interest, (ii) equity finance in which suppliers (investors) share the risks of the project in return for the prospect of sharing its profits too, (iii) guarantees and risk sharing, where lenders and equity investors can guard against political, contractual, regulatory, foreign exchange and credit risks.

The FWG would explore the application of these and other instruments to enhance private sector involvement in the supply of improved WSS services. Priority would be given to countries where water policy dialogues or financing strategies has evidenced a potential for a wider role by the private sector. This activity would therefore derive from prior work on the dialogues and be carried out during 2011 and 2012.

7. Coordination and management of the FWG. Current arrangements with the FWG hosted by the GWPO will remain in place until the end of 2009 when the FWG project comes to a close. Before that time a review should be undertaken to ascertain whether any change of these arrangements would be called for.

As part of the transition to a follow up of the ongoing project the FWG would create an advisory group of 5-10 senior experts to assist in the design of what would in essence be the fourth phase of the FWG. NGO stakeholders should be represented on this group which should be operational early in 2009.

■ Project Appraisal
Background
Approach
Economic Appraisal

Social Appraisal

Institutional Appraisal

Political Appraisal

Environmental Appraisal 
■ Lessons and Evaluation 
4. Implementation

■ Management Arrangements 
■ Timing

■ Funding

Proposed DFID contribution 
■ Contracting & Procurement

■ Accounting/Audit

■ Monitoring & Reporting

■ Risks

I have inserted the GWP Risk Management Strategy for reference.
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ANNEX 1: INDICATIVE WORKPLAN
Indicative FWG work plan 2009 - 2012

	Activity
	Objective
	2009
	2010
	2011
	2012

	AWG country dialogues – FWG support to five of them
	Assist AWG in focusing the dialogues on strategic financial approaches
	----------
	--------


	--------
	

	Collaboration with AMCOW – carry out seminar on WSS sector financing strategies
	Experiences from the strategies disseminated to members of AMCOW TAC
	      -----
	------
	
	

	Training in finance for water practitioners – five regional workshops and ten

country roundtables
	Raised awareness of water professionals of financial tools and sources
	       -----
	---------
	---------
	

	Issues in water pricing – translate findings from OECD study into a capacity development programme
	1. Completion of package of study materials

2. Implement capacity development activities
	      -----
	-------- 

    -----
	--------
	-----

	Extension of FEASIBLE methodology to IWRM – pilot projects, documentation and dissemination of findings
	1. Pilot projects in four countries

2. Documentation and dissemination of findings
	
	   ------
	--------

   -----
	--------

	Enhancing the role of the private sector
	1. Review of suitable financial instruments in selected countries

2. Wider application of selected instruments in these countries
	
	
	--------
	--------

    -----



	Coordination and management of the FWG
	Efficient FWG management 
	---------
	---------
	---------
	--------
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Workshops on Water Sector Finance – A Concept Paper


Prepared by Johan Holmberg, FWG, and Alan Hall, GWP, with inputs


from Paul van Koppen, Erma Uytwaal and Catarina Fonseca, IRC

In response to a need expressed both by international reviews as well as by practitioners working in the field it is proposed to hold training workshops in water sector finance.  Such workshops were organized by GWP with FWG support in 2007 covering West Africa and East Africa respectively, and in 2008 in the EECCA region. They were followed by national roundtables held in Ghana, Uganda and Kazakhstan. The project would be based on experiences gained from these meetings and would use material prepared for them.  The project would engage GWP/FWG and IRC/AWG working in collaboration.  Its cost would be about €600,000.

The need for country level capacity building in water sector finance 

1. The UNDP Human Development Report from 2006 stated that the world as a whole is on track to meet the MDG water target due to strong progress in India, China and other populous countries, but that it is off track on the sanitation target. This scenario has strong regional and country variations.  On current trends Sub-Saharan Africa is likely to miss the water target by a full generation and the sanitation target by two generations. In many countries there are large differences in coverage between urban and rural areas as well as within urban areas.


2. International reviews have pointed at the lack of finance as one of the main constraints for countries to meet the water and sanitation targets (the Camdessus Review of 2003 and the Gurria report of 2006, both of which were sponsored by the GWP).  But they also suggest that it is not only the lack of financial resources per se that is the problem.  It is the inability of the water sector
 to access finance due to institutional weaknesses and a serious lack of knowledge and capacity in many countries hampering their ability to benefit from the financial resources and instruments available. On the other hand, the finance sector has limited knowledge about the water sector which traditionally has been seen as a government and donor driven area.


Institutional context

3. The EUWI Finance Working Group (FWG) is since July 2006 hosted by the Global Water Partnership (GWP) in Stockholm.  Capacity building in water sector finance is one priority in its work plan for 2006-2008.
 

4. GWP is operating networks of water sector institutions at regional and country levels all over the world, including some 80 country networks.  Drawing on these networks it is able to identify key training needs and suitable individuals for participation in training activities.  The GWP also works closely with the UNDP-supported CapNet programme for training of trainers on various water issues.
 

5. The EUWI Africa Working Group (AWG) is since 2004 hosted by the IRC in Delft.  In its work plan for 2008 AWG seeks to add value in various ways to EU actions in Africa related to water and sanitation.  
IRC has considerable capacity in water sector finance, particularly related to WASH, and as an international knowledge centre has the mandate to work with developing country partners, adapting, using and disseminating sector knowledge to local contexts.


Actions taken in 2007 and 2008

6. In the spring of 2007, FWG collaborated with GWP to organize two regional workshops on water sector finance, one for West Africa held in Ouagadougou in March and one for East Africa in Nairobi in April. They were intended for senior water practitioners, and the idea was to bring them together with financial experts. The underlying rationale was that the water practitioners have little idea about finance, and the financial experts do not understand the water sector and its characteristics. Follow-up roundtables were held at country level, one per regional workshop, between water, finance and planning professionals to look at ways to leverage more finance into the sector.  One such roundtable was held in Ghana, Densu basin, in February 2008, another in Uganda in June 2008. 


7. A third similar workshop covering the EECCA region was held in Tbilisi in February 2008.  The follow up roundtable was held in Kazakhstan in June 2008.


8. A synthesis report covering these three workshops and accompanying national roundtables has been prepared by GWP
. 


9. The FWG financed the preparation of a practitioner’s guide to water sector finance that was used as background material for the three workshops
.


10. GWP has developed a background paper to link water finance and good governance which was used as another input to the workshops
.


11. IRC supported GWP in the planning of the East African workshop and prepared a concept note on the subject
. IRC also participated with FWG in preparing training materials on water financing for the CapNet programme.

The workshops held: objectives, content and assessment

12. The objectives of the three workshops held can be summarized as follows:


· Raise awareness of water sector financing issues and build bridges between water/sanitation and finance officials and experts. 


· Share knowledge and experiences of different types of finance by highlighting new mechanisms for financing and explaining linkages between finance and governance


· Find solutions by identifying economically and financially viable alternatives in multiple objective water programmes in order to meet social and political expectations


· Devise follow-up mechanisms by identifying further steps to be taken at sub-regional, basin or national levels to enhance prospects for sustained investments.

13. The agendas of the workshops differed somewhat but generally covered the following themes:


· Issues and challenges to water development


· Financing water: opportunities and constraints in hydropower, irrigation and water services


· Community based water development


· Trans-boundary water programmes


· Multi-purpose water programmes: issues and synergy


· Financing water development: from micro projects to trans-boundary water projects


· Fees and other financing issues for public utilities


14. The approaches adopted to cover these topics varied.  In Ouagadougou the workshop stressed the link to PRSPs and national development plans and noted the weakness of the water sector in articulating its needs in broader development terms. In Nairobi the workshop included a Ministerial session with participation of five ministers of water and planning from East Africa.  The ministers agreed a statement based on workshop outcomes which was adopted by AMCOW at its ministerial meeting in Brazzaville in May 2007. The workshop in Tbilisi focused more on implementation of IWRM principles and on reducing the dependence of local authorities and utilities on central government finance.


15. There was good representation in all workshops by central and local governments and other stakeholders. Participation was lively and constructive.  No external evaluation has been held, but a summary assessment by participants gives a positive picture.  A majority of them indicated that the workshops had addressed a priority need and all stressed the value added from bringing together finance and water experts. The GWP synthesis report concludes that the workshops have “increased awareness of financing issues across a broad range of stakeholders and alerted technical water professionals to the importance of financing issues”.

The proposal


16. GWP has through its networks received several requests for training in finance adapted to the needs of the water sector specifically related to IWRM planning, implementation of these plans, and integrating WASH into national Poverty Reduction Strategies. The proposal is to expose water sector practitioners to finance by conducting a series of regional workshops based on the experiences already gained, and to roll out a number of accompanying national roundtables. 


17. Based on the interest already expressed, it is proposed to start by holding two workshops in:

· Southern Africa (with links to SADC)

· the Caribbean (with links to the Caribbean Development Bank, CBD)

The venues would be determined later.  The CBD has expressed an interest in hosting the Caribbean workshop.

GWP has indications of interest to organize workshops also in:


· Latin America


· Central America


· North Africa


All these workshops would be similar in format to those already held, while trying to learn from the earlier experiences and focusing on priorities raised at country level. The workshops would therefore again

· be aimed at practitioners working in the field (water and finance sectors),


· include a total of about 30-40 participants,


· be of two-three days duration,


· use the training materials (guidebooks and papers) already prepared.

18. Based on the earlier experiences, attention would be given to the following:


· tailoring the workshops and the subsequent country roundtables to the expressed needs and demand,

· strengthening the commitment and ownership of the regional and national participants, while providing organizational support and back-up,

· linking to existing national sector planning and coordination processes, covering both IWRM and WASH aspects in a coherent way,

· aligning with the new (modified) approach to country dialogues to be recommended in the evaluation study to be carried out for AWG (results due later in 2008),

· linking into the work programmes of AWG and of FWG with respect to the development of country dialogues in African countries and financing strategies,

· reporting and dissemination of the results of the workshops and of the roundtables for wider use and application.

19. The workshops would be followed up by national roundtables to be held at country or basin level involving only participants from that country (or basin) and be more practically oriented.  These roundtables would be developed on the basis of the experiences gained from the meetings held in Ghana, Uganda and Kazakhstan.  The countries (or basins) targeted have not yet been determined, but they would be identified in consultation with the GWP networks in the regions proposed to be covered: first Southern Africa and the Caribbean, later Latin America, Central America and North Africa.


Tentative budget

20. The direct cost of each of the three workshops already held was about €60,000.  This was financed by contributions from the FWG (€25,000) and from Dutch programme support to GWP (€35,000). The country level workshops have been budgeted at €7,000 each
. These costs exclude participation from GWP and from the FWG Secretariat which were covered from their core budgets.
 

21. One experience from the two workshops held in 2007 was that more preparation with the countries in the region to be covered would have been beneficial to adapt content closer to local needs and ensure more rapid follow up at country level. 


22. On that basis it may be estimated that a total project cost would be about €600,000. This would include (a) five regional workshops and (b) up to ten country or basin workshops (two per regional workshop), (c) adequate preparation and involvement by organizers, and (d) documentation and dissemination. A more precise budget would be prepared at a later time when more details about venues etc. are available. 


23. The EC has indicated that it may co-fund the project with about €50,000, to be taken from its thematic budget line earmarked for the EUWI.


24. AWG and FWG were both awarded support by the EU Water Facility in late December 2007, AWG received €600,000 and FWG €400,000. These amounts are closely tied to existing work plans and leave little room for flexibility. Although they will cover overall managerial support they do not provide for this type of capacity building. The GWP core budget will cover support by its Secretariat staff in planning and participating in the workshops.


25. The project is an indirect outcome of the EUWI, and finance would be sought from EU MS interested in its various regional components. For example, the UK (DFID) would be approached for support to activities in Africa, Spain would be asked to support the project in Latin America, and possibilities of support from EC neighbourhood instruments would be explored for support to North Africa.

Assessment

26. The proposed project would: 


· address a priority area for which many practitioners have asked for support,


· benefit from experiences from the three regional workshops and three country roundtables already held and from material prepared for them, while making use of lessons learned,

· strengthen the on-going work programmes of FWG and AWG and generate inputs for other related activities to come,

· help bring AWG and FWG closer together, contributing to preparations for a future merger between them (proposed in the EUWI review of 2007),


· draw on the comparative advantages of the two host organizations: the networks and outreach of the GWP and the analytical and capacity building capability of IRC,


· help, through the GWP networks, to facilitate innovative approaches and bring together government officials and experts through an informal mechanism not usually possible in formal structures, 


· help activate the GWP national networks in the regions concerned and identify priority countries for capacity development on water financing

· strengthen the quality and ownership for national processes in planning and implementation for IWRM and WASH


· provide additional resources for FWG and AWG respectively, giving them some more financial flexibility than is available trough the EU WF grants

· provide an opportunity to add value to the EUWI

27. Possible risks include inadequate assessment of local needs resulting in insufficient commitment for participation and follow-up, inadequate selection of participants, exaggerated politicization of outcomes, and difficulties in selecting countries/basins for the ensuing roundtables. 

Time table

28. An earlier version of this concept note was discussed between GWP, FWG, AWG and IRC in mid-January. Following consultations at the FWG and AWG meetings in August 2008 and also subsequently by members of these working groups, it should be developed into a full-fledged proposal by the end of October 2008. Consultations with prospective donors would then take place. The aim would be to hold the first workshops in mid-2009.

� By “water sector” is here understood water, sanitation and hygiene (WASH) as well as integrated water resources management (IWRM)



� GWP (2008): Developing Capacities and Awareness in Financing Water in West and East Africa and Central Asia & Caucasus Regions. EUWI FWG and GWP, Stockholm.



� Winpenny, James (2007): Financing Water Infrastructure and Services: An Introductory Guide for Practitioners in Developing Countries. EUWI FWG, Stockholm 



� Rees J.R., James Winpenny and Alan W. Hall (2008): Water Financing and Governance. TEC Background Paper No. 12, GWP, Stockholm.



� Cardone, R. and Fonseca, C. (February 2007): IRC Thematic Coordination at the Financing for Water Infrastructure in East Africa Conference, Nairobi, 2007. Draft paper.



� Precise cost figures are not yet available.
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GWPO RISK MANAGEMENT STRATEGY


As per approval by the GWP SC in Bratislava on May 22nd, 2007.


Preamble


In order to ensure that the Global Water Partnership Organisation and Network are governed and managed effectively, a comprehensive risk management strategy must be in place and pro-actively monitored and managed.   Such a strategy must cover external and internal threats to good governance and effective management at 4 key levels:


· strategic 

· institutional 

· programmatic 

· administrative (including financial)

A risk assessment analysis will be undertaken annually, in the context of preparation of the work plans.  The main risks facing the organisation will be identified, their significance and likelihood analysed and how they will be managed or mitigated documented in a Risk Register. This register together with the processes to regularly review and update the register constitute the GWPO Risk Management Strategy (RMS)

The responsibility for the RMS is with the Executive Secretary (ES).  The ES establishes the internal procedures necessary for the RMS.

Risk Management Strategy and Implementation Process


For the purpose outlined in the Preamble the ES has established a committee chaired by himself (Risk Management Committee, RMC).  The ES decides the number of members of the RMC and its composition.  At present the RMC is composed by 5 people including the ES, Deputy ES, Head of Human Resources, Head of Finance, and one representative of the Network Officers team.  

The function of overseeing the risk management strategy implementation is carried out by the GWPO Steering Committee (SC) as part of the yearly review and approval of the GWP budget and work plan.  The SC will receive the report on the Risk Management Strategy by the ES before the second ordinary meeting of the year. 


The SC may delegate to a Subcommittee of the SC the overseeing function of the risk management strategy in total or in part.


The SC has delegated to the Audit & Finance Sub Committee the review of financially-related issues of the Risk Management Strategy. The Sub Committee informs the SC on the risk management situation of the issues delegated to the Sub-Committee as part of the Sub Committee report to the SC.

The brief of the RMC is summarised as follows:

· identify and assess risks;


· maintain the Risk Register;

· consider whether to tolerate or treat risks;


· in the case of risks to be treated, establish the controls or actions required, their frequency and the persons responsible for controlling each risk;

· meet semi-annually to review and assess the Risk Register;

· update the Risk Register annually during the process of planning and budgeting for the following year, adjusting it on the bases on the changing priorities and activities of GWP;


· prepare the annual report to be submitted to the SC and the Audit and Finance Sub-Committee of the SC, prior to the second ordinary SC meeting of the year;

· bring to the attention of the appropriate GWPO and GWP levels and bodies, including the network at large, risk matters and to ensure that controls are implemented to reduce or eliminate key adverse risk;

· undertake a fresh assessment analysis at the beginning of each GWP strategy cycle.


Risk Register


The Risk Register as at May 1st,  2007 is attached.

As the GWPO Risk Management Strategy was not in place when the present strategy 2004-2008 was developed, the risk management strategy was prepared following the mid-point review of the 2004-2008 GWP strategy and the development of the comprehensive work plan 2007.  The SWOT analysis in GWP Strategy 2004-2008 was used as a starting point for the risk register.

The Risk Register as at 1st May 2007 attached, provides details of the principal risks for GWPO (including the SC, Secretariat, TEC, and Network), categorised by probability and likely impact. The register also outlines the main elements of containment or contingency strategies, allocating responsibility for action. 



