
Page 1 of 40 

 

 
 
 

Submitted by: 
ABU SALEH MOHAMMAD MUSA 

Dhaka, Bangladesh 
 
 

Submitted to: 
WaterAid 

Dhaka, Bangladesh 
 
 

Submission date: 
22 March 2018

REPORT ON
Assessment of the Effectiveness and Viability of 
WaterAid's Micro-WASH Finance (MWF) Pilot 



Page 2 of 40 

Table of Contents 
 

EXECUTIVE SUMMARY ......................................................................................................................................... 4 

1. INTRODUCTION ................................................................................................................................................ 8 

2. BACKGROUND .................................................................................................................................................. 9 

3. DESCRIPTION OF METHODOLOGY ................................................................................................................... 10 

3.1. OBJECTIVES OF THE ASSIGNMENT ...............................................................................................................................10 
3.2. SCOPE OF WORK ....................................................................................................................................................10 
3.3.METHODOLOGY ......................................................................................................................................................11 

3.3.1. Sampling and Tools used for Data Collection ..............................................................................................11 
3.3.2. Data Confidentiality, Survey Ethics and Client Protection ...........................................................................11 

4. SITUATION ASSESSMENT ................................................................................................................................ 12 

4.1. KEY CHALLENGES ....................................................................................................................................................12 
4.2. FINANCING GAPS IN WATER MARKET ........................................................................................................................12 
4.3. FINANCING GAPS IN SANITATION MARKET ..................................................................................................................13 

5. FINANCING WATER-SANITATION .................................................................................................................... 15 

5.1. CURRENT FINANCING SITUATION FOR WS ...................................................................................................................15 
5.2. MICROFINANCE AND WS .........................................................................................................................................15 
5.3. EQUITY FINANCING OR SUSTAINABLE FINANCING OR BOTH? ..........................................................................................16 

5.3.1. WASH Program of BRAC ..............................................................................................................................17 
5.3.2. WaterCredit Project of Water.org ...............................................................................................................17 
5.3.3. Water and Sanitation Program (WSP) of the World Bank Group ...............................................................18 

5.4. IDENTIFIED BEST PRACTICES ......................................................................................................................................18 
5.4.1. Awareness of target people ........................................................................................................................18 
5.4.2. Awareness materials ...................................................................................................................................18 
5.4.3. WS related expertise ...................................................................................................................................19 
5.4.4. Selection of beneficiaries ............................................................................................................................19 
5.4.5. Region specific solution ...............................................................................................................................19 
5.4.6. Partnership approach..................................................................................................................................19 

5.5. WHY EXISTING WS FINANCING ISN'T WORKING? ........................................................................................................19 

6. MWF PARTNER ASSESSMENT ......................................................................................................................... 21 

6.1. MWF PRODUCT FEATURE ........................................................................................................................................21 
6.2. MWF ACHIEVEMENTS .............................................................................................................................................21 

6.2.1. Achievement in figures ................................................................................................................................21 
6.2.2. Trend of MWF loans ....................................................................................................................................22 
6.2.3. Improved social condition within communities ...........................................................................................22 
6.2.4. Financial impact to MFIs and beneficiaries .................................................................................................22 

6.3. STRENGTHS AND CHALLENGES OF MWF .....................................................................................................................22 
6.4. HIGHLIGHTS OF MWF .............................................................................................................................................23 

7. TOWARDS A SUSTAINABLE APPROACH ........................................................................................................... 25 

6.1. PRODUCT DESIGN ...................................................................................................................................................25 
6.2. FORGING PARTNERSHIP ...........................................................................................................................................25 
6.3. COST RECOVERY STRATEGY .......................................................................................................................................26 



Page 3 of 40 

6.4. AWARENESS FOR BEHAVIORAL CHANGES ....................................................................................................................27 

ANNEX 1: DISCUSSION GUIDELINES .................................................................................................................... 28 

ANNEX 2: SAMPLING PROCESS OF DATA COLLECTION TOOLS .............................................................................. 30 

ANNEX 3: DETAIL SITUATION ASSESSMENT ........................................................................................................ 32 

ANNEX 4: BASIC INSTITUTIONAL ASSESSMENT OF MWF PARTNERS .................................................................... 38 

  



Page 4 of 40 

Executive Summary 
 
Introduction and Background 
 
Water Sanitation and Hygiene (WASH) projects that focus on hardware installations aimed at increasing 
access are often at a disadvantage in terms of sustainability. Conventional programming focuses on 
moving people from open defecation to fixed place defecation through the building of low cost latrines, 
an approach that often does not adequately address underlying weaknesses such as the absence of local 
supplies and skilled personnel, or the means of continued operations and maintenance (O&M). The 
reliance on external interventions and a general absence of strong linkages to local systems and markets 
mean that sustainability aspects can be weak, with latrines becoming unhygienic and non-functional in a 
few years’ time.  
 
Most rural households in Bangladesh use basic sanitation facilities, which are pit latrines with ring 
and/or concrete slabs along with a plastic pan. Generally, such facilities do not come with water seals, 
making the facilities unhygienic. Besides, the quality of slabs is also poor in general and these get 
damaged over couple of years of use. This all important issue related to the quality of superstructure of 
the sanitation facilities does not only come with issue of environmental pollution or degradation, but 
also comes with the issue of safety and security of the users. Looking at this concern from the female 
users' point of view also brings the issue of their dignity, as this can play vital role in promoting access to 
improved sanitation facilities. 
 
There also is the basic issue that many poor households are often unable or unwilling to spend on 
durable WASH facilities, particularly sanitation facilities, which are seen as less essential than more 
immediate concerns such as food. However, the lack of proper sanitation systems and poor 
superstructures threaten to reverse the gains of fixed place defecation.  
 
The integration of microfinance and WASH presents a potential conjecture that can address these issues. 
Access to microcredit for building or upgrading WASH facilities at affordable and attractive interest rates 
makes funding available for repairs and rehabilitation, while an affordable and attractive interest rate on 
the loans incentivizes investment in WASH. With this aim, WAB has launched a pilot under its South Asia 
WASH Results (SAWR) project in two districts of northern Bangladesh, Gaibandha and Thakurgaon, 
named microWASH finance (MWF).  
 
Methodology 
 
The broad objective of the assignment was to critically analyze MWF as a sustainable instrument for 
WASH financing for the low-income households, with the specific objectives of - 
 

 Assess the strengths and weaknesses of the MWF product offered by partner MFIs SKS 
Foundation and Eco-Social Development Organization (ESDO) in terms of uptake, utilization, loan 
performance and sustainability potentials; 

 Review of other WASH-focused MFI products available in Bangladesh in terms of its target 
group, loan performance and long term sustainability (in the absence of sustainability); 

 Recommend on best practices/features from other organizations and products that can increase 
the take up and performance of MWF; 

 Evaluate the viability of MWF, particularly in post-phase out scenario as an effective exit plan; 
 Provide recommendations for future replication with necessary amendment to the design of the 

scheme based on above assessments. 
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The assessment was conducted based on the primary data collected through qualitative sessions carried 
out by the consultant. Besides, secondary data and information were made available by WAB and the 
respective project partners. A random sampling method was applied to identify number of people to be 
consulted through Focus Group Discussions (FGDs) and Key Informant Interview (KIIs). 
 
Situation Assessment 
 
Water and Sanitation (WS) itself is a burning issue in Bangladesh because it creates burden to human 
health that contributes to poor socio-economic status of livelihood. Bangladesh already faces severe 
stresses on its environment, ecology and biodiversity due to its small land size (147,570 sqkm) with high 
population pressure (1,000 per sqkm) and endemic poverty.  
 
There exists a huge gap in financing the current demand for the WS facilities, not only in terms of 
geographic spread of financial service providers, but also in terms of the capacity and willingness. A lack 
of clear government policy for private sector and support facilities in many of those market segments is 
uncomfortable for higher level of investments. Demand of sanitation is complex and overshadowed by 
cultural taboos. The involvement of a dynamic and competitive sector of private latrine producers, 
marketing different types of latrines to different customer segments could be considered. 
 
Existing Financing Models 
 
30% of rural water supply and sanitation in Bangladesh is financed by the national government, whereas 
34% comes from bilateral and multilateral donors and another 4% from international and local NGOs. It 
has been observed the allocation of ADP for WS sector is increased over time. A study report on 
Sanitation Sector Status and Gap Analysis in Bangladesh shows that the ADP allocations (government 
and donor) in the WS sector till FY 2007-08 was in between 2.5% to 3.0% of the National ADP. The 
highest proportion of the total allocations goes to urban water supply, average 45%, followed by rural 
water supply (40%). Both urban and rural sanitation receive very low allocations, only 10% and 5%, 
respectively.  
 
One of the major barriers of access to sustainable water and sanitation services is lack of access to 
affordable financing. Several MFIs in Bangladesh had been involved in financing WS related schemes in 
the past and are financing such schemes even now. Such financing schemes generally follow different 
modalities based on the preference of donors, implementing organizations and involved stakeholders. 
The importance of microfinance in financing WS services has been recognized by experts. They highlight 
the potential for using microfinance to meet the financing needs of poor and low income groups for 
improved access to higher-quality water and sanitation services.  
 
A joint study of World Bank Group and Water.org, conducted in November 2015, identified that an 
amount of USD 120 million of microfinance lending has resulted in more than 0.5 million household WS 
loans, covering approximately 2.5 million people. The study also identified that the risk exposure of 
water-sanitation financing is similar to that of regular loan products offered by the MFIs, with over 99% 
repayment rate and having 10 times more impact of each US Dollar invested in such cause. 
 
A research by the World Bank and Water.org revealed that WS loans have demonstrated economic and 
social value to MFIs and show risk profiles comparable to other microloans. Till today, couple of 
programs has shown scalable implementation models in regard to WS financing. The existing WS 
financing carried out by MFIs are mostly supported by these programs. Among these are BRAC's Water 
Sanitation and Hygiene (WASH) Program, WaterCredit program supported by Water.org and Water and 
Sanitation Program (WSP) by World Bank Group.  
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The fact that WS financing initially started as a "coercive model" of financing could not be ignored, 
where beneficiaries were forced to take such loans to establish WS facilities at their household. This 
way, it was observed that many such loans became non-performing loans. Taking this learning, donor 
organizations started putting in a "subsidy model" to support improvement in access to WS services. 
These models started partnering with MFIs, who identified several concerns related to WS financing. 
Among these lack of community participation in decision making, insufficient capacity of service 
providers, lack of financial means for the poorest, lack of active involvement of women in the process, 
insufficient coordination among key stakeholders and large dependence of donor funding are important. 
 
However, there are couple of areas within these models, which had significant contribution in making 
these models scalable. This assessment identified that the level of awareness among the beneficiaries on 
necessity of safe and improved WS facilities improved significantly over time. All these existing financing 
models invested a lot of resources to work on the area of beneficiaries' awareness, which resulted in 
high demand among people for WS services. It was observed that separate teams are working directly at 
the grassroots level to support demand creation and awareness activities, with specific focus on WS 
services.  
 
When speaking about involvement of MFIs as a financial services provider, one key objective is to ensure 
timely recovery of all loans disbursed. So, it becomes very important to maintain a strong beneficiary 
selection process. Some of the MFIs highlighted that they are providing region specific WS solutions to 
their beneficiaries. This refers to the mechanism that people living in flood prone areas would be advised 
to install such solutions that would not be damaged in case of flood and so on.  
 
On top of everything, partnership with local level service providers, i.e. vendors of WS facilities, 
government organizations that promotes WS issues also plays a key role in successful implementation of 
WS financing. All MFIs, who are currently implementing WS financing are involved in similar partnerships 
with different agencies. 
 
Assessment of MWF 
 
In the year 2016, WAB initiated a partnership with SKS and ESDO, two prominent MFIs in Bangladesh 
having development projects in multiple sectors to pilot an innovative WASH financing schemes in 
selected areas on Northern Bangladesh. WAB provided grant funds for supporting the operational 
expenses associated with this project, while the MFIs provided loan capital to cater to financing need to 
acquire the hardware under this project. The product features are simple and flexible and the product 
designing was done in active consultation with potential beneficiaries of the scheme. 
 
The project's achievement is noteworthy. Over a period of 18 months, both partner MFIs combined 
disbursed 3,465 loans amounting approximately BDT 31 million for WS purpose, i.e. installing tube-well, 
improved latrines, improving tube-well base, drainage, etc. The average amount of loan disbursed per 
client stands approximately at BDT 9,000. It is also observed that during the rainy season, the demand 
for MWF loans were relatively less than that of the other seasons. At the same time, the community 
people expressed their feeling of experiencing less frequent illness than before. They also reported 
having better social recognition and less drop-out of school-going children due to sickness. 
 
While the clients reported spending around BDT 5,000 to access WS services, having an average amount 
of BDT 9,000 disbursed per client refers that clients are accessing additional amount of loans from the 
MFIs. This on one hand is enabling them to invest in income generating activities (IGAs), and facilitating 
easier repayment ability; on the other hand, the MFIs also can maintain a relatively higher average loan 
size for such 'special purpose' loan. 
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One of the key targets of the MWF project was to bring behavioral change among the community people 
in terms of accessing and investing in WS facilities. The highlights of the MWF project could be listed 
down as below - 
 

 Increased motivation in rural communities to move up the WS ladder; 
 Willingness among MFIs to invest in the WS sector, facilitating credit to beneficiaries. SKS 

Management actually decided to put up a separate contingency fund of 1% of their total 
portfolio to support beneficiaries' access to WS facilities in case of any natural disasters; 

 Availability of financial service provision for accessing WS services in the rural set up, with loans 
ranging from BDT 4,000 to BDT 15,000 (USD 48 to USD 180); 

 Increased affordability for the poor people to access WS services, thanks to the flexible features 
of the loan services, i.e. repaying through installments; 

 Development of clusters with quality WS structures in rural areas, where all households have 
access to safe drinking water and improved sanitation facilities with proper superstructures; 

 Availability of grassroots level service providers, trained by WAB resources, who are providing 
maintenance and operational support to the community people; 

 The beneficiaries also are accumulating savings, which enables them to address regular O&M 
related expenses and certain unexpected events in their life cycle. 

 
Way Forward 
 
The MWF scheme was found to having an influence over all key sustainability indicators. It could also be 
said that the current MWF scheme is catering to the needs of the beneficiaries' well. Discussion with 
MWF beneficiaries and other stakeholders also revealed this fact. On that light, the assessment does not 
suggest any change in the existing product design. However, considering MWF loans are not resulting in 
direct income for the beneficiaries, it is suggested that the use of MWF loans be made flexible. The 
beneficiaries may take a larger amount of loan than is required for installing WS facilities at their 
respective households and use the additional amount for IGAs.  
 
Smooth implementation of MWF scheme largely depends on forging the right partnership, as was 
demonstrated by the existing WS financing models. The partnership could be forged at various levels, i.e. 
with MFIs as financial service provider, with WS service providers as technology partners and with Local 
Government Institutions (LGIs) for ensuring mass awareness and with donor/investors to support the 
initial stage where the credit line might not generate enough cash inflow to support implementation. 
 
As part of this assessment, a basic break-even model is developed. The break-even analysis was 
performed with both conservative and aggressive assumptions. The MFIs may consider these 
assumptions before taking up MWF scheme. However, it is to be noted that, the MFIs need to receive 
some sort of support from alternative sources or from MFIs' own fund for covering the operational 
deficit for the initial duration of the MWF scheme, as they reach break-even level of operation after 
around 18 months. 

 
One of the key strengths of MWF have been the awareness activities conducted at the grassroots 
community level to bring out the demand of the beneficiaries for accessing safe source of drinking water 
and improved sanitary latrines, as identified by the assessment based on feedback received from 
organizations currently involved in WS financing. MFIs can maintain a lean organizational structure to 
support the awareness related issues to ensure continuous awareness activities.  
 
The evidence generated from the MWF pilot also suggests the scope for incorporating MWF with 
conventional WASH projects as an exit strategy and long-term sustainability. 
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1. Introduction1 
 
Water Sanitation and Hygiene (WASH) projects that focus on hardware installations aimed at increasing 
access are often at a disadvantage in terms of sustainability. Conventional programming focuses on 
moving people from open defecation to fixed place defecation through the building of low cost latrines, 
an approach that often does not adequately address underlying weaknesses such as the absence of local 
supplies and skilled personnel, or the means of continued operations and maintenance. Alongside, 
households that may be aware about and willing to upgrade to improved facilities often face financing 
constraints, being unable to raise the funds on their own or borrow from conventional banks. The 
reliance on external interventions and a general absence of strong linkages to local systems and markets 
mean that sustainability aspects can be weak, with latrines becoming unhygienic and non-functional in a 
few years’ time.  
 
Most rural households in Bangladesh use basic sanitation facilities, which are pit latrines with ring 
and/or concrete slabs along with a plastic pan. Generally, such facilities do not come with water seals, 
making the facilities unhygienic. Besides, the quality of slabs is also poor in general and these get 
damaged over couple of years of use. This all important issue related to the quality of superstructure of 
the sanitation facilities does not only come with issue of environmental pollution or degradation, but 
also comes with the issue of safety and security of the users. Looking at this concern from the female 
users' point of view also brings the issue of their dignity, as this can play vital role in promoting access to 
improved sanitation facilities. 
 
While Non-government Organizations (NGOs) have taken various initiatives to improve sustainability 
within program designing, there is yet no strong, scalable model of post-phase out sustainability. One 
possible solution lies in tying outcomes from the project lifetime to local 
processes/institutions/structures that sustain on a different basis to time-constrained projects. One 
version of this is engaging local government and private sector more intensively in the project period, 
with the expectation that they will carry forward some of the outcomes beyond the project’s lifetime. 
On similar principles, microfinance may offer a potential locally situated, sustainable institution that can 
enhance WASH sustainability if linked judiciously to WASH interventions. In time, Microfinance 
Institutions (MFIs) can develop WASH-focused loan products that are part of their general portfolio, to 
support communities improve their WASH situation whether or not there are WASH projects in the area. 
At the same time, savings component of microfinance package can be useful in gradual accumulation of 
deposits by the clients which can finance Operational and Maintenance (O&M) costs of the facilities 
after a certain period of time. 
 
 
  

                                                            
1 Adopted from the ToR circulated by WAB 
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2. Background2 
 
The current cost of a water point was analyzed by the Life Cycle Cost study undertaken by WAB in 2013, 
which includes capital maintenance and operational expenditures alongside capital investment. The 
study showed that capital investment varies between 5% and 15% of total current cost. The rest of the 
expenditure is largely unaccounted for in project design. Instead, most water supply projects rely heavily 
on community-based management models that typically function well during the project duration, but 
fail in the total life cycle. 
 
This is confirmed by the Post-Implementation Monitoring Survey (PIMS), a periodic looking back survey 
last conducted by WAB in 2014. The survey assessed the condition of water and sanitation facilities 
provided by WAB from 2003-13, and found that water point functionality was unrelated to the 
functionality of community-based management committees originally set up to ensure proper O&M of 
the technology. Overall, only 17% of water points had any management committee at all, of which more 
than half were inactive. 
 
Alongside, there is the basic issue that many poor households are often unable or unwilling to spend on 
durable WASH facilities, particularly sanitation facilities, which are seen as less essential than more 
immediate concerns such as food. However, the lack of proper sanitation systems and poor 
superstructures threaten to reverse the gains of fixed place defecation.  
 
The integration of microfinance and WASH presents a potential conjecture that can address both of 
these issues. Access to microcredit for building or upgrading WASH facilities at affordable and attractive 
interest rates makes funding available for repairs and rehabilitation, while an affordable and attractive 
interest rate on the loans incentivizes investment in WASH. A number of WASH-focused microfinance 
products have or are being implemented by different organizations, including Grameen Bank (GB), 
Dushtha Shasthya Kendra (DSK), Water.org and WaterFirst, BRAC. WAB has also recently launched a pilot 
under its South Asia WASH Results (SAWR) project in northern Bangladesh – Gaibandha and Thakurgaon. 
The pilot is currently in its 8th month, and the design phase of the microWASH finance (MWF) product 
ended in early December 2016. WAB therefore considers this to be an appropriate starting time for a 
comprehensive review and assessment of the pilot, which is expected to continue over a period of one 
year (at least).  
 
  

                                                            
2 Adopted from the ToR circulated by WAB 
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3. Description of Methodology 
 
3.1. OBJECTIVES OF THE ASSIGNMENT3 
 
The broad objective of the assignment was to critically analyze MWF, with the specific objectives of - 
 

 Assess the strengths and weaknesses of the MWF product offered by partner MFIs SKS 
Foundation and Eco-Social Development Organization (ESDO) in terms of uptake, utilization, loan 
performance and sustainability potentials; 

 Review of other WASH-focused MFI products available in Bangladesh in terms of its target 
group, loan performance and long term sustainability (in the absence of subsidy); 

 Recommend on best practices/features from other organizations and products that can increase 
the take up and performance of MWF; 

 Evaluate the viability of MWF, particularly in the post-phase out scenario; 
 Provide recommendations for future replication with necessary amendment to the design of the 

scheme based on above assessments. 
 
Agencies who have earlier implemented and/or currently implementing WASH-focused microfinance 
programs were consulted through individual interviews with key personnel. Their opinions on 
performance of the programs were collected and analyzed with a view to identify the best practices, 
strengths and weaknesses. 
 
A basic break-even analysis is also conducted as part of MFI assessment and the report has a separate 
section highlighting this. 
 
3.2. SCOPE OF WORK4 
 
This assessment had clear deliverables that are entwined with the objectives mentioned above. In 
carrying out the assignment, the consultant was expected to - 
 

 Conduct field visits to the MWF pilot sites, and interact with key informants including 
community members (borrowers and non-borrowers); WASH project staff; MFI staff and branch 
office; other stakeholders as required; 

 Review available pilot documentation, including proceedings of coordination meetings with 
partners, loan documents (forms, lists, passbook reports) and Management Information System 
(MIS); 

 Review other WASH-focused products available in the market through primary and secondary 
research; 

 Interview key stakeholders in this area, including key informants from PKSF, BRAC, etc.; 
 Draft report, including review of current WASH-microfinance integration; critical analysis of 

MWF pilot; and recommendations going forward; 
 Finalize report following comments and feedback from WAB; 
 Share key findings and recommendation with WAB staff and key stakeholders from partners SKS 

and ESDO; 
 Share key findings and recommendations with a wider audience, including WASH and MFI sector 

actors. 
 

                                                            
3 Adopted from the ToR circulated by WAB 
4 Adopted from the ToR circulated by WAB 



Page 11 of 40 

At all stage of performing the assessment, the consultant may consult WAB’s MWF Advisor and other 
staff members as and when necessary to fulfill the objectives mentioned in the Terms of Reference 
(ToR).  
 
3.3. METHODOLOGY 
 
The assessment was conducted based on the primary data collected through qualitative sessions carried 
out by the consultant. Besides, secondary data and information were made available by WAB and the 
respective project partners. The methodology for conducting the assessment was determined in 
consultation and periodic sharing with WAB. While conducting the assessment, the consultant put every 
effort to ensure that the assessment is being carried out within the frame of WAB's project parameters 
for performance measurement.  
 
3.3.1. Sampling and Tools used for Data Collection 
 
For the purpose of the assessment, sampling was done randomly. The Partner NGOs of WAB was 
consulted to identify and mobilize groups of target beneficiaries to accelerate the data collection process 
through Focus Group Discussions (FGDs) to make maximum use of available time. Please see Annex 1 for 
the sample discussion guidelines. Individual level discussion with the project implementation teams and 
the beneficiaries, who were identified as key informants, was also carried out.  
 
The detail sampling process proposed and achievements during the assessment and the different tools 
used for collecting primary and secondary data are shown on Annex 2. 
 
3.3.2. Data Confidentiality, Survey Ethics and Client Protection 
 
During and after the effective period of the contract, the consultant agreed on data confidentiality and 
agreed not to divulge, unless authorized in writing by WAB, any information obtained in the course of 
the performance of the contract. Necessary information was made available for the consultant on a 
need-to-know basis. Field visits were facilitated by WAB staff members. The consultant committed to 
respect any and all organizational policies of WAB to prevent any harm of the participating clients 
and/or beneficiaries of the pilot project.  
 
The consultant was committed to honor data confidentiality issue and respect the fact that none other 
than people involved in the assessment process will have access to data and report. The report and data 
collected during the assessment and discussion was not used in any form of referenced document by 
the consultants.  
 
Throughout the assessment, the methods were continually reviewed, when needed, to ensure integrity 
and quality. When conducting the FGDs and KIIs, the discussants/respondents involved in the process 
were provided with adequate information regarding the nature of the assessment and how this might 
affect them, with their informed consent obtained in writing to ensure their confidentiality and 
willingness to participate. 
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4. Situation Assessment 
 
Water and Sanitation (WS) itself is a burning issue in Bangladesh because it creates burden to human 
health that contributes to poor socio-economic status of livelihood. Bangladesh already faces severe 
stresses on its environment, ecology and biodiversity due to its small land size (147,570 sqkm) with high 
population pressure (1,000 per sqkm) and endemic poverty. In addition, deforestation, demolition of 
hills, river pollution, river erosion, loss of soil fertility, land degradation, urban congestion, sanitation 
problems in rural and urban areas, inadequate sewerage system in urban areas, pollution from solid and 
industrial wastes, and natural disasters such as floods and cyclones, all contribute to environmental and 
ecological degradation and loss of biodiversity5. 
 
4.1. KEY CHALLENGES 
 
Over the last decade, the government, the donors and the NGOs have initiated many programs. The 
screening of some five million tube wells in 272 Upazilas was perhaps the most remarkable achievement 
but, with respect to arsenic mitigation, the achievements are below expectations. Some technologies 
like Sono, Read-F, Alcan, Sidko, Nilima, and Shodesh are in field. A review of 1206 schemes shows that 
about half are not functioning because of poor Operation and Maintenance (O&M) and inadequate 
institutional settings. 
 
Following are couple of key challenges, as identified through discussion with key stakeholders - 
 
 The sanitation facilities used by most rural households, sometimes in urban context too, are not 

durable and strong to sustain natural disasters. Still, the quality of sanitation coverage is an 
emerging area of concern, with more than 40 percent of all latrines classified as "unimproved". 

 Lack of access to water supply infrastructure such as tube wells and piping are a major issue for the 
rural poor and urban slum dwellers, who often resort to using unprotected surface water for 
drinking and cooking.  

 The major sources of water whether for drinking, industrial or agricultural use are surface water 
(30%) and ground water (69%)7. Very little recycling/reuse of water is taking place. 

 
4.2. FINANCING GAPS IN WATER MARKET 
 

Table 1: Gaps in terms of financing the demand for water solutions 
 

Water 
Technological demand in 

market where  
microfinance can support 

Service demand  where 
microfinance can 

support 

Large Scale Urban Utility 
Market where microfinance 

can support 

Required demand  by 
geography where 

microfinance can support 
 Technology for waste 

treatment 
 Arsenic Removal 

Technology for arsenic 
prone areas 

 Water Quality Testing 
Kits 

 Skilled manpower for 
operation and 
maintenance services 
for technologies 
especially in rural 
areas  

 Access to 

 Policy provision for PPP 
 Legal Water Connection 

for remaining percentage 
of people 

 Subsidies for hardcore 
poor 

 Increase the number of 

 15% of urban 
population do not have 
access to safe water 
sources 

 WASAs water needs 
further purification at 
household level. 100% 

                                                            
5 Bangladesh National Report on Sustainable Development, 2012 
6 DevConsultants Ltd., December 2009: Final evaluation of the Pilot Project for the Water Safety Plans for Arsenic Removal 
Technologies, Prepared for DPHE and Ontario Centre for Environmental Technology Advancement (OCETA) 
7 Water Sector Study Report by Danida, 2010 
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Water 
Technological demand in 

market where  
microfinance can support 

Service demand  where 
microfinance can 

support 

Large Scale Urban Utility 
Market where microfinance 

can support 

Required demand  by 
geography where 

microfinance can support 
 Water Purifying 

technology for urban 
areas  

 Water Preserver in rural 
areas especially rain 
water mostly arsenic 
affected areas 

 Meter for water use  
 Parts for submergible 

pump 
 Alternative technology 

for coastal areas 
 Shallow tube well, Rain 

Water Harvesting 
System (RWHS) for 
Food Prone areas 

 Deep-set, Rain Water 
Harvesting System 
(RWHS), Piped water 
for Dry areas 

 Deep tube well, Shallow 
shrouded tube well, 
Pond Sand Filter (PSF), 
Rain Water Harvesting 
System (RWHS), Coastal 
areas (Salinity in water) 

 Arsenic Removal Unit 
(ARU), Rain Water 
Harvesting System 
(RWHS), Pond Sand 
Filter (PSF), Piped 
water, Arsenic affected 
areas 

 Shallow tube well, 
Infiltration gallery, 
Chittagong Hill Tracts 
(Rocky soil) 

information  
 Quality testing of 

water 
 Hygiene promotion  
 Maintain of water 

meter 
 

water treatment plant 
 Mechanism for cost 

recovery 
 Surface Water Source 

Management  

demand for water 
purifying technologies 
at household level 

 Sustainable technology 
for Arsenic prone areas 

 Sustainable technology 
for saline prone areas 

 Surface Water source 
management 

 Rain water harvesting   
 Centralized service 

provision, inadequate 
funding, and inefficient 
operation 

 Meter for water use in 
urban areas 
 

 
4.3. FINANCING GAPS IN SANITATION MARKET 
 

Table 2: Gaps in terms of financing the demand for sanitation solutions 
 

Sanitation 
Technological demand 

in market where  
microfinance can 

support 

Service demand  
where microfinance 

can support 

Large Scale Urban Utility 
Market where 

microfinance can support 

Required demand  by 
geography where 

microfinance can support 
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Sanitation 
Technological demand 

in market where  
microfinance can 

support 

Service demand  
where microfinance 

can support 

Large Scale Urban Utility 
Market where 

microfinance can support 

Required demand  by 
geography where 

microfinance can support 

 Low cost technology 
 Small parts at local 

market 
 De-slugging of septic 

tanks and pit latrines 
 Raised latrine, Dram 

Latrine, Earth 
stabilized Raised 
latrine, Septic tank 
for flood prone areas 

 

 Skilled manpower 
 Lake of partnership 

approach 
 De-slugging of septic 

tanks and pit 
latrines 

 Knowledge on eco-
sanitation 

 Knowledge and 
Development 
 

 Policy provision for PPP 
 Waste Management 
 Recycling of waste 
 Cost recovery 

mechanism base on 
level of services 

 Public Toilet Facilities 
 Emergency response 

plan 
 Hardwar support for 

developing low cost 
technology  

 Sewerage treatment 
technology 

 Waste treat plant and 
recycling of waste 

 Inadequate hardware 
outlet 

 Legal framework for 
improved sanitation 

 Suitable technology for 
flood-prone and wetland 
areas 

 Sustainable technology for 
shallow ground water 
table areas 

 Household waste disposal  
 Centralized service 

provision, inadequate 
funding, and inefficient 
operation 

 
More detailed situation analysis is presented in Annex 3. 
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5. Financing Water-Sanitation 
 
5.1. CURRENT FINANCING SITUATION FOR WS 
 
30% of rural water supply and sanitation in Bangladesh is financed by the national government, whereas 
34% comes from bilateral and multilateral donors and another 4% from international and local NGOs. 
Water supply and sanitation is not a full sector, rather a sub-sector in the Annual Development Program 
(ADP) document. Allocation of funds within the sector deprives the WS sub-sector. Again water supply 
always receives priority over sanitation in respect of resources allocation at the project level.  
 
It has been observed the allocation of ADP for WS sector is increased over time. A study report on 
Sanitation Sector Status and Gap Analysis in Bangladesh shows that the ADP allocations (government 
and donor) in the WS sector till FY 2007-08 was in between 2.5% to 3.0% of the National ADP. In 
Financial Year (FY) 2008-09, the allocation increased to 3.6%. Again, a significant increase is made in the 
present FY 2009-10, enhancing the allocation to 4.9%, which is about double of what was allocated two 
years back. The substantial increase in the budget of FY 2009-10 possibly reflects the political 
commitment of the present government to achieve 100% coverage of water supply and sanitation by 
2011 and 2013 respectively. The highest proportion of the total allocations goes to urban water supply, 
average 45%, followed by rural water supply (40%). Both urban and rural sanitation receive very low 
allocations, only 10% and 5%, respectively. The recent central governments block grant to Union 
Parishads (UP) for sanitation (only starting from 2004-05) provided additional 2% for rural sanitation. In 
2016-17, 3.5% allocation was for water sector. The growth of ADP from fiscal year 2017 to 2018 is from 
3.9% to 9.7%. 
 
On one hand, financing in WS sector is gradually increasing from 2.3% in 2006 to 5.6% in 2010; while on 
the other hand, in urban areas financing for drinking water is biased by donors. The figure below 
presents the public financing in ADP for 2006 to 2010. 
 

Figure 1: Percentage of ADP Allocation in WS Sector8 
 

 
 
5.2. MICROFINANCE AND WS 
 
One of the major barriers of access to sustainable water and sanitation services is lack of access to 
affordable financing. Many organizations have been working on different modalities to create such 
access. The most common among such modalities are to forge partnership with financial service 
providers, who can offer low-cost financing with easy repayment options. Several MFIs in Bangladesh 
had been involved in financing WS related schemes in the past and are financing such schemes even 

                                                            
8 Source: Policy Support Unit (PSU) Website 
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now. Such financing schemes generally follow different modalities based on the preference of donors, 
implementing organizations and involved stakeholders.  
 
MFIs generally target to offer loan facilities for productive purposes or income generating activities 
(IGAs), considering that the borrowers will be able to repay the loans from the proceeds of such IGAs. 
Given, loans for accessing WS services are more of 'consumptive' in nature, WS financing is not some 
channel the MFIs promote more rigorously. However, there is evidence that people repay WS loans at 
the same or higher rate than they do for other products. 
 
The importance of microfinance in financing water-sanitation services has been recognized by experts. 
They highlight the potential for using microfinance to meet the financing needs of poor and low income 
groups for improved access to higher-quality water and sanitation services. Demand for sanitation is 
very large, particularly for rural areas. This demand can be increased further through appropriate policy 
changes. Bangladesh seems to have a good balance between the size of potential demand and the size 
of the microfinance and wider financial sectors (Mehta, 2008).  
 
Retail loans for household water and sanitation facilities or connections are granted by some large MFIs 
e.g. Grameen Bank, BRAC and ASA. A few of these have achieved a significant scale – though they are 
still small in relation to the MFI’s overall size and outreach (Mehta, 2008). Besides, until recently, no 
MFIs had any specialized microfinance product for WS related services. While some MFIs have specific 
focus on ensuring equity financing, i.e. creating people's access to WS services, several other MFIs focus 
on sustainable financing, i.e. providing financial services only to those, who have repayment ability, thus 
missing out the people living in the bottom of the pyramid and with needs of WS solutions. 
 
A joint study of World Bank Group and Water.org, conducted in November 2015, identified that an 
amount of USD 120 million of microfinance lending has resulted in more than 0.5 million household 
water-sanitation loans, covering approximately 2.5 million people. The study also identified that the risk 
exposure of water-sanitation financing is similar to that of regular loan products offered by the MFIs, 
with over 99% repayment rate and having 10 times more impact of each US Dollar invested in such 
cause. 
 
5.3. EQUITY FINANCING OR SUSTAINABLE FINANCING OR BOTH? 
 
One of the key features of mainstream microfinance is to ensure that the beneficiaries are involved in 
income generating activities (IGA), with the objective to smoothen the livelihood status of the poor 
people. While microfinance, as a financial service provision, needs to be sustainable, to ensure outreach 
of bottom of the pyramid beneficiaries, the issue of equity financing could not be left unaddressed.  
 
A research by the World Bank and Water.org revealed that WS loans have demonstrated economic and 
social value to MFIs and show risk profiles comparable to other microloans. While WS lending programs 
have demonstrated benefits for financial institutions, development partners and most importantly 
clients and their households, the World Bank also observed through another research that governments 
and NGOs can work with MFIs, as both demand generators and financiers, to help accelerate access to 
safe water and sanitation. These findings indicate that microfinance principles can be successfully 
applied to the WS sector and leverage funding to achieve greater reach than traditional subsidy based 
models. 
 
Till today, couple of programs has shown scalable implementation models in regard to WS financing. The 
existing WS financing carried out by MFIs are mostly supported by these programs. Among these are 
BRAC's Water Sanitation and Hygiene (WASH) Program, WaterCredit program supported by Water.org 
and Water and Sanitation Program (WSP) by World Bank Group. The MFIs who are partnering in these 
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programs are Association for Social Advancement (ASA), BURO Bangladesh, Dushthya Sasthya Kendra 
(DSK), Village Education Resource Center (VERC) and Sajida Foundation. A brief description of these 
models are described here - 
 
5.3.1. WASH Program of BRAC9 
 
In collaboration with different departments of the Government of Bangladesh, BRAC is reaching out to 
approximately 40 million people in 250 upazillas of Bangladesh through a grant scheme. This scheme 
enabled them to support the beneficiaries in latrine construction and improvement, hygiene education 
and access to safe water. Another 177 upazillas are supported by the Embassy of the Kingdom of the 
Netherlands and the Bill & Melinda Gates Foundation, where BRAC's WASH program supported more 
than 32 million people to achieve hygienic sanitation through grants and loans; mainly by creating 
awareness and by promoting demand. More than 11 million households made their toilets hygienic by 
installing or repairing a water seal, while approximately another 11 million households installed a new 
latrine at their own expense.  
 
Apart from these, more than 5 million poor and ultra-poor families received a latrine through direct 
support (loans and grants) from this program. These families received more than 170,000 loans with an 
astonishing repayment rate of 99%. In addition, 1,750 interest-free loans were provided to rural 
sanitation centre entrepreneurs, of which 100% have been repaid.  
 
A household-level life cycle costing study conducted by BRAC found that without the grant for latrine 
construction, hygienic latrines would not be affordable for the ultra-poor since they would require them 
to spend almost 6% of their reported income. 
 
5.3.2. WaterCredit Project of Water.org 
 
Water.org identified that one of the major barriers to safe WS facilities is affordable financing. To 
address this barrier, they have introduced a WASH loan program, named as WaterCredit, in partnership 
with several MFIs in Bangladesh, i.e. BURO Bangladesh, DSK, Sajida Foundation, etc., to improve access 
to safe drinking water and improved sanitation facilities of the targeted people. This project allows 
people in need to access loans for water facilities and improved sanitation system, empowering them to 
accelerate change in their own homes and communities. 
 
Water.org, through its WaterCredit program provides a variety of capacity-building grants and technical 
assistance to create, pilot, and scale water and sanitation financing. WaterCredit uses philanthropic 
funding to spur lending for WS, raising access to safe drinking water and improved sanitation through a 
scalable model. Currently, WaterCredit provides funding to NGOs and microfinance providers for 
capacity building and technical assistance. These partners then leverage funding from banks and capital 
markets to disburse loans to people in need. Till date, the WaterCredit initiative is considered to be 
among the first solutions to put microfinance tools to work in WS sector. The partner MFIs of this project 
are required to establish WS loans in their portfolio and they receive support from Water.org in terms of 
resources, client education, connections with other practitioners and technical assistance. 
 
A study by Water.org, conducted in 2017, revealed that a total of about 7 million clients are reached 
through microfinance linkage with WS service facilities in 10 of its project countries. The organization 
claims the activities as successful, as WaterCredit facility extended by Water.org was able to disburse 1.6 
million loans, amounting to USD 463 million. While 91% of all WaterCredit borrowers are women, the 
repayment rate is a stunning 99%. Water.org also identified such services to be five times more effective 
                                                            
9Source: BRAC. 2016. Water, sanitation and hygiene: Nine years of scale and innovation in Bangladesh. Programme Report 
2006-2015 http://www.ircwash.org/sites/default/files/brac_wash_programme_final_report_2006-2015.pdf 
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than traditional grant financing, because access to finance helps create demand for having sustainable 
WS facilities at the rural households.  
 
5.3.3. Water and Sanitation Program (WSP) of the World Bank Group 
 
The WSP is a multi-donor partnership administered by the World Bank Group. WSP has supported 
several advances in the water and sanitation sector over the last three decades. The focus of WSP has 
evolved from looking at the technologies needed to expand access to a broader approach that addresses 
the needs of the sector from a more holistic perspective. With a focus on building a rigorous evidence 
base to support replication, WSP combined Community-Led Total Sanitation (CLTS), behavior change 
communication (BCC) and sanitation marketing to generate sanitation demand and strengthen the 
supply of sanitation products and services, which resulted in improved health conditions of people in 
rural areas. 
 
In the year 2009, WSP piloted a sanitation marketing initiative in Bangladesh to leverage private sector 
resources and help households adopt improved sanitation. This was further scaled up in the year 2011, 
which prompted the World Bank to go towards funding for output-based aid (OBA) in the year 2016, 
with special focus to reach out to poor households. Through this approach, the World Bank partnered 
with couple of leading Bangladeshi MFIs, who acted as wholesale funder to regional smaller MFIs. These 
smaller MFIs then provided financial services to the end-beneficiaries to acquire WS facilities. The World 
Bank provided technical assistance to these partner MFIs for promoting sanitation marketing. 
 
Through this program, the World Bank demonstrated that a viable market can be made for financing WS 
improvements. MFIs so far have disbursed over USD 120 million in loans and have designed and 
incorporated a separate WS lending product into their existing portfolio. A conclusion from the programs 
have shown that as access to water and sanitation credit became available, low-income clients chose to 
take out loans and were able to repay those loans. 
 
5.4. IDENTIFIED BEST PRACTICES 
 
In the existing WS financing models, there are couple of areas, which had significant contribution in 
making these models scalable. Following are the key components that were identified during the 
discussion with the implementing partner MFIs. 
 
5.4.1. Awareness of target people 
 
The level of awareness among the beneficiaries on necessity of safe and improved WS facilities improved 
significantly over time. All these existing financing models invested a lot of resources to work on the area 
of beneficiaries' awareness, which resulted in high demand among people for WS services. This is a 
component that is believed to be at the core of WS financing. 
 
5.4.2. Awareness materials 
 
All these implementing organizations developed high quality materials for creating awareness of 
beneficiaries on access to safe water, health and hygiene issues, mostly using the grant money made 
available for development of such materials. Such high quality materials resulted in improved awareness 
level of the community people, as identified in the previous point. According to the implementing 
partner MFIs, regular and appropriate use of such materials could play vital role in successful 
implementation and in reaching scale of WS financing.  
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5.4.3. WS related expertise 
 
In each of these organizations, which were consulted during the assessment, there were separate teams 
working directly at the grassroots level to support demand creation and awareness activities, with 
specific focus on WS services. The implementing partner MFIs observed that while through 
microfinance, the beneficiaries are receiving access to financial services, it is important that there are 
people who work on awareness and demand creation with appropriate knowledge and know-how on 
WS related services and solutions. 
 
5.4.4. Selection of beneficiaries 
 
One key objective of sustainable WS financing should be to ensure timely recovery of all loans disbursed. 
However, in recovering the loan as per agreed schedule, it is important to maintain a strong beneficiary 
selection process. The MFIs, currently implementing WS financing, opined to have such a system and it 
resulted in high level of recovery rate, i.e. 98% or above. 
 
5.4.5. Region specific solution 
 
Some of the MFIs highlighted that they are providing region specific WS solutions to their beneficiaries. 
This refers to the mechanism that people living in flood prone areas would be advised to install such 
solutions that would not be damaged in case of flood and so on. Creating access to such customized WS 
facilities is identified as one of the best practices. 
 
5.4.6. Partnership approach 
 
Partnership with local level service providers, i.e. vendors of WS facilities, government organizations that 
promotes WS issues also plays a key role in successful implementation of WS financing. All MFIs are 
involved in similar partnerships with different agencies and such partnership allowed them to focus on 
each of the niche working areas, i.e. MFIs extending financial service, local level vendors selling WS 
solutions, government organizations working on sensitization and awareness raising and so on. 
 
5.5. WHY EXISTING WS FINANCING ISN'T WORKING? 
 
Historically, WS financing is neither intended to reach people living at the bottom of the economic 
pyramid, nor those facing high costs of obtaining access. Barriers to scaling up WS financing are high 
levels of real and perceived risk incurred by financial institutions engaged in microfinance. This results 
because of relatively flexible collateral requirements and higher administrative costs of such financing 
and makes loans more risky from recovery point of view. There are higher costs associated with 
managing multiple small loans as compared with fewer, larger loans, and creditworthiness assessments 
are harder to conduct with people who have little or no credit history. 
 
The fact that WS financing initially started as a "coercive model" of financing could not be ignored, 
where beneficiaries were forced to take such loans to establish WS facilities at their household. This 
way, it was observed that many such loans became non-performing loans. Taking this learning, donor 
organizations started putting in a "subsidy model" to support improvement in access to WS services. 
With this subsidized model, however, ownership of the beneficiaries could not be achieved for long term 
sustainability of such programming, because as soon as the subsidies were taken out, people did not 
ensure proper maintenance of WS facilities installed. 
 
During the assessment, consultation was done with the past and current partner MFIs of BRAC's WASH 
Program, Water.org's WaterCredit Project and the World Bank's WSP. The key contact persons from 
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these MFIs identified several concerns related to WS financing. According to them, such challenges 
create barrier in achieving the intended goal of WS financing, i.e. overall sustainability of WS programs - 
 

 Lack of community participation in decision-making on WS services; 
 Insufficient capacity on the part of service providers; 
 Insufficient attention paid to people’s behaviors; 
 Lack of financial means for the poorest; 
 Lack of active involvement of women in planning, implementing, and managing water and 

sanitation facilities; 
 Insufficient coordination between government institutions, private sector, NGOs, citizens and 

other sector stakeholders; 
 Large dependence of donor funding. 
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6. MWF Partner Assessment 
 
Microfinance program is one of the key development interventions for many established NGOs of 
Bangladesh. Most of the NGOs in Bangladesh, along with microfinance, implements varieties of projects 
with an objective of facilitating better livelihood status of the target beneficiaries. The partner NGOs of 
the MWF project, SKS Foundation and ESDO, are no exception to this. While, on one hand, microfinance 
enables the beneficiaries in getting involved in direct income generating activities by and large, on the 
other hand it also facilitates access to social services like education, health, etc.  
 
The MWF partners forged a partnership with WAB to ensure supply and installation of hygienic water 
solution and sanitary latrines at their households. WAB provided grant funds for supporting the 
operational expenses associated with this project, while the NGOs provided sort of a matching fund to 
cater to financing need to acquire the hardware under this project. WS loans provided under this project 
have already demonstrated having strong social and economic impact for borrowers and their families. 
 
6.1. MWF PRODUCT FEATURE 
 
Under the MWF project, the microfinance product designed for the beneficiaries bear the following key 
characteristics -  
 
 Product type: 

o A loan facility along with individual savings and other loan facilities for livelihood purposes 
o Loan facility ranging from BDT 4,000.00 to 15,000.00 

 Purpose: Simple procedure for installation of water options, construction of improved latrine, 
superstructure and repairing of the same  

 Price: 20% per annum (with rebate facility for advance payment) 
 Repayment period: 6 months – 12 months  
 Mode of payment: weekly/monthly as applicable and agreed by the clients and MFIs 
 Target People: WAB's South Asia WASH Results Project (SWARP) beneficiaries, MF members and 

other community members 
 
6.2. MWF ACHIEVEMENTS 
 
6.2.1. Achievement in figures 
 
The below table shows achievement by the two partner MFIs for MWF project, as of 31 December 2017  
 

Table 3: Results achieved by MWF Partner MFIs 
 

Indicators SKS Achievement ESDO Achievement 
No. of loans disbursed 2,423 1,042 
Amount of loans disbursed BDT 22,950,000 BDT 7,992,500 
Average loan size BDT 9,471.73 BDT 7,670 
No. of loans outstanding 1,747 324 
Amount of loan outstanding BDT 9,224,970 BDT 4,230,854 
Average amount of loan outstanding BDT 5,280 BDT 13,058 
Amount of savings accumulated BDT 772,410 Could not report separately 
Recovery rate 99.98% 100% 

 
Over a period of 18 months, it is seen that SKS disbursed 2,423 loans amounting approximately BDT 23 
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million for WS purpose, i.e. installing tube-well, improved latrines, improving tube-well base, drainage, 
etc.. On the other hand, during the same time period, ESDO could disburse 1,042 loans worth of 
approximately BDT 8 million. The big difference in numbers of loan disbursed could be due the 
geographic location of the partner MFIs, actual demand at the communities for WS services and their 
operational modalities. While, SKS was more aggressive in positioning the MWF product line, ESDO seem 
to have followed a steadier and conservative approach, resulting in less numbers of loans going out o 
the clients. It is important to note that in case of the average loan disbursed per client, there is a 
difference of about BDT 2,000.  
 
6.2.2. Trend of MWF loans 
 
The disbursement of MWF loans specifically follows a seasonal trend. It is observed that during the rainy 
season, the demand for MWF loans were relatively less than that of the other seasons. At the same time, 
during the FGDs, the community people have the feeling that the frequency of their being sick is less 
than before, which may refer to an improved health condition in the communities where the MWF 
project is being implemented due to better access to safe drinking water and improved sanitation 
facilities.  
 
6.2.3. Improved social condition within communities 
 
Many discussants during the FGDs expressed that with the WS facilities available at their households, 
they believe that their social status have improved. Their neighbors now treat them with respect, as they 
do not go around in the bushes for defecation and the people have a feeling that they are also 
contributing towards having a healthy community. 
 
Besides, the discussants also observed that the absenteeism of school-going children also has improved, 
as children are now less prone to water/air borne diseases. 
 
6.2.4. Financial impact to MFIs and beneficiaries 
 
The average amount of MWF loans disbursed stands at BDT 9,471 and BDT 7,670 for SKS and ESDO 
respectively. In most cases, the amount used for accessing standard WS facilities from existing market 
channels cost around BDT 5,000, as reported by both beneficiaries and the project staff working at the 
grassroots level. It was earlier said the WS loans are consumptive in nature and do not generate any 
direct income for the beneficiaries. So this extra amount of credit is assumed to enable them to invest in 
income generating activities, which on one hand is helping the beneficiaries to repay the loan, on the 
other hand is enabling them to earn their livelihoods. Besides, the MFIs also can maintain their average 
loan size through this additional disbursement. Thus, this is having a positive financial impact on both 
the MFIs' portfolio and the beneficiaries' livelihoods. 
 
6.3. STRENGTHS AND CHALLENGES OF MWF 
 
The discussion with the MWF project staff and beneficiaries at the field locations revealed the following 
strengths and challenges that are related to the project - 
 

Table 4: Strengths and challenges of MWF activities 
 

Strengths Challenges 
 Existence of several community level 

organizations, who play vital role in creating 
demand and generating awareness at 

 Geographic demarcation of branch 
operations, as potential beneficiaries might 
be dispersedly located 
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Strengths Challenges 
grassroots level 

 Improved behavioral change in terms of 
necessity of health and hygiene in relation 
to having hygienic water supply and sanitary 
latrines 

 Dedicated staff set-up with know-how of 
WASH technology 

 The concern related to sustainability WS 
financing is largely attended, as MFIs are 
willing to continue to maintain separate 
product line for WS financing 

 The physical presence of the MFIs are very 
strong in the working areas, enabling them 
in regular follow-up and facilitation in terms 
of behavioral change of beneficiaries in 
accessing WS services 

 The beneficiaries of MWF, considering their 
participation in mainstream microfinance 
services, are a set of financially literate 
group. This also has a large impact on 
success of MWF 

 Scaling up of MWF can bring financial 
surplus for the MFIs, which could be 
considered as a business proposition for 
MFIs and can work as an entry point in 
exploring untapped geographic location 
with regular microfinance products 

 Ensuring gender focus, not only by targeting 
female beneficiaries, but also by creating 
awareness among people about necessity of 
women-friendly WS services 

 Overlapping by other MFIs offering similar 
products 

 Ensuring quality superstructure, as it 
contributes largely towards long-term 
sustainability  

 Cross-coordination of different program in 
smooth implementation, as they might have 
different targets and outcome to attain 

 Natural disaster, as the infrastructure might 
get damaged, resulting in bad loans 

 Temporary migration of beneficiaries may 
affect MWF performance 

 Insufficient capacity on the part of service 
providers in terms of dealing with clients 
demands for WS services 

 Reaching out effectively to people living in 
extreme poverty 

 Assessing the clients and indentifying 
criteria for such assessment, as recovery of 
loans disbursed becomes a concern 

 Lack of service providers with key expertise 
related to maintenance of WS infrastructure

 Natural disaster, as the infrastructure might 
get damaged, resulting in bad loans 

 
In the designing stage, the MWF project has largely attempted to attend to the challenges faced by 
existing WS financing models. However, there are still several issues that need to be taken care of for 
future scaling up, as identified by the concerned stakeholders. Based on the existing modality of the 
MWF, the MFIs are providing the matching fund for the MWF loan facilities. So, it is important that the 
microfinance staff, who are involved in assessing the credit needs, disbursement and recovery of the 
loans given, have the key expertise related to monitoring and follow-up of the WS loans. Ensuring proper 
coordination among microfinance staff and the staff working directly on WS services also need to be 
attended systematically.  
 
To ensure effective reporting of their MWF portfolio, partner MFIs also need to recognize MWF loan as a 
separate product line, which would give them the leverage to analyze the MWF performance in a better 
way. At the same time, such mechanism would enable the MFIs to monitor any areas of concern within 
the MWF portfolio. 
 
6.4. HIGHLIGHTS OF MWF 
 
One of the key targets of the MWF project was to bring behavioral change among the community people 
in terms of accessing WS facilities. Besides, through the MWF project, WAB also targeted to 
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demonstrate that WS financing, if effectively managed through MFIs, could be implemented in 
sustainable manner by putting WS loans as part of MFIs' portfolio. Thus far, the highlights of the MWF 
projects are - 
 

 Increased motivation in rural communities to move up the WS ladder; 
 Willingness among MFIs to invest in the WS sector, facilitating credit to beneficiaries. SKS 

Management actually decided to put up a separate contingency fund of 1% of their total 
portfolio to support beneficiaries' access to WS facilities in case of any natural disasters; 

 Availability of financial service provision for accessing WS services in the rural set up, with loans 
ranging from BDT 4,000 to BDT 15,000 (USD 48 to USD 180); 

 Increased affordability for the poor people to access WS services, thanks to the flexible features 
of the loan services, i.e. repaying through installments; 

 Development of clusters with quality WS structures in rural areas, where all households have 
access to safe drinking water and improved sanitation facilities; 

 Availability of grassroots level service providers, trained by WAB resources, who are providing 
maintenance and operational support to the community people; 

 The beneficiaries also are accumulating savings, which enables them to address any unexpected 
events in their life cycle. 

 
As part of this assessment, to analyze the existing financial strength and coverage base of the NGOs, a 
short and quick assessment of the respective NGOs' microfinance program was also conducted following 
the basics of CGAP's microfinance assessment toolkit. The analysis is presented in Annex 4. 
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7. Towards A Sustainable Approach 
 
6.1. PRODUCT DESIGN 
 
There are several factors that influence sustainability, most of which were attended by the MWF project 
by its design - 

1) Participation and ownership: The project was conceived and designed by active 
participation of implementing MFIs and community people through mapping of WS needs. 
It was critically important for WAB to include the MFI partners in the design exercise and to 
share ownership of the scheme rather than taking a “principal-agent” approach; 

2) Capacity building: The community people's awareness and capacity of the staff involved in 
the project were developed through structured initiatives of participatory “fine-tuning” 
exercise during the pilot; 

3) Policy advocacy: In the process of designing the project, the project team consulted 
respective policy issues, i.e. rules and regulations by MRA, etc.; 

4) Financial resources: WAB made available the financial resources that is required for 
supporting successful initial implementation of the project, while the partner MFIs provided 
the loan fund for WS financing; 

5) Management and leadership: Both WAB management and the management teams from 
concerned partner MFIs took the necessary steps to launch and implement the project and 
have shown commitment to continue this financing scheme in coming days; 

6) Social awareness and inclusion: Creating awareness of the community people on access to 
safe drinking water and improved sanitation essentially contributed in larger social 
awareness. The project also has been able to bring in the households under its coverage, 
who earlier did not have any WS facilities. 

7) Technology: The WS solutions acquired by the community people under the support of this 
project are allowing them the necessary knowledge about alternative WS technologies that 
could be customised to their needs. 

8) Enabling environment: Creating access to financial services and the efforts for developing 
mass awareness essentially facilitated having an enabling environment for target 
communities, where all stakeholders are performing their roles to ensure easy access to 
different services. 

9) Realistic timeframe: The MWF project was implemented as a pilot for 18 months and is 
targeted to transfer the technology to the partner MFIs to continue beyond project phase 
out period.  

 
Based on the above key factors and the project's means to address these issues, it could be said that the 
current MWF scheme is catering to the needs of the beneficiaries' well. Discussion with MWF 
beneficiaries and other stakeholders also revealed this fact. On that light, through this assessment, 
recommendation is made to maintain the existing product design. 
 
However, considering MWF loans are not resulting in direct income for the beneficiaries, it is suggested 
that the use of MWF loans be made flexible. The beneficiaries may take a larger amount of loan than is 
required for installing WS facilities at their respective households and use the additional amount for 
IGAs. This, on one hand, allows the beneficiaries to get involved in earning opportunities, and on the 
other hand, allows the MFI to maintain a larger average loan size. 
 
6.2. FORGING PARTNERSHIP 
 
Smooth implementation of MWF scheme largely depends on forging the right partnership, as was 
demonstrated by the existing WS financing models. The partnership could be forged at various levels, as 
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specified below - 
 

Partnership with MFIs: Identifying right MFIs, who are willing to contribute their own fund in 
MWF activities for covering the operational support expense, is key. It was mentioned by several 
stakeholders that continuing the awareness activities to improve on the behavioral changes is 
essential for successful implementation of the MWF scheme, for which a dedicated team, who 
would be working at the community level to create and assess the demand is highly 
recommended. 
 
Partnership with Service Providers: While installation of the water-sanitation facilities is the key 
focus under the MWF scheme, it is also important that the infrastructure is maintained 
optimally. This could be done through community level service providers, who were trained 
under WAB supported MWF project. However, to bring in more negotiation advantage for the 
beneficiaries, MFIs can forge partnership with local/regional level commercial service providers. 
These service providers, on one hand, can deliver the water-sanitation facilities and on the other 
hand, can ensure regular and expert maintenance of the services provided. An institutional level 
partnership is expected to bring cost leverage for the MFIs and for the beneficiaries also. 
 
Partnership with LGIs: There are several LGIs working on promoting hygiene and sanitation at 
Union Parishad and Upazilla level. The MFIs willing to implement MWF scheme can forge 
partnership with these LGIs and can get involved in their efforts of mass campaign and local level 
awareness activities for target beneficiaries. 
 
Partnership with Potential Donors/Investors: Considering that the MWF scheme might not 
generate enough cash inflow to support implementation, it could be useful to seek partnership 
opportunities with potential donors and/or investors, who might step up to provide the requisite 
financial support. Such support may result in greater interest from the MFIs to take up such 
scheme as part of their portfolio, as they would understand that their investment in such 
scheme is protected. 
 

6.3. COST RECOVERY STRATEGY 
 
It is to be noted with importance that the monitoring of the MWF loans is essential. The microfinance 
staff needs to play a key role in this monitoring process. If a larger average loan size could be maintained 
for MWF loans, the microfinance staff would feel motivated to focus more on MWF loans. Along with 
the microfinance staff, the staff involved in demand creation and field support activities can contribute 
in the monitoring process as well. 
 
At the same time, the costs involved in implementing MWF scheme are mostly in the areas of providing 
for the staff involved in demand creation and technical areas, i.e. to provide WS related support for the 
beneficiaries. Considering the MFIs are already providing the financial resources for the loan fund, the 
average cost of fund for which is around 7.5% per annum, the only concern related to MFIs sustainability 
and that of the MWF scheme's would be subject to ensuring sufficient income from this scheme. 
 
As part of this assessment, a basic break-even model is developed (please see the separate excel 
spreadsheet for the break-even calculation). While performing the break-even analysis, several scenarios 
were considered, i.e. projection with conservative assumptions and projection with aggressive 
assumptions. The MFIs may consider these assumptions before taking up MWF scheme. However, it is to 
be noted that, the MFIs need to receive some sort of support from alternative sources or from MFIs' 
own fund for covering the operating deficit for the initial duration of the MWF scheme, as they reach 
break-even level of operation after around 18 months. 
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6.4. AWARENESS FOR BEHAVIORAL CHANGES 
 
One of the key strengths of MWF have been the awareness activities conducted at the grassroots 
community level to bring out the demand of the beneficiaries for accessing safe source of drinking water 
and improved sanitary latrines, as identified by the assessment based on feedback received from 
organizations currently involved in WS financing. As behavioral change is a continuous process, the MFIs 
involved in MWF activities, are expected to continuously carry out the awareness activities. If the MWF 
partners can maintain a lean but effective staff set-up to support field level demand creation and 
awareness raising activities, the MWF loans are expected to perform without problem of becoming 
overdue or non-performing. 
 
From a broader perspective of behaviour change at institutional level, the MFIs in Bangladesh should be 
oriented about this pilot so that the MF sector as a whole can look into the prospects for mainstreaming 
MWF for the greater welfare of their respective clients. 
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Annex 1: Discussion Guidelines 
 
With the Project Implementation Team (SKS/ESDO microfinance management team, MF Field Staff and 
SAWR Project teams of SKS/ESDO) 
 
Welcome 
 Thank you for coming and thanks for giving your time. 
 I am here to listen and learn from you. In this particular meeting together we will try to gather information 

on the areas of MWF project implemented by SKS/ESDO 
 I am grateful for your assistance and valuable opinion and feedback and I ensure that everything you say 

will remain confidential 
 As a first step, let us introduce ourselves.   
Before going into the main discussion, could you please brief me on what do you know about the MWF 
program? 
Core Questions: 
 What are the major activities undertaken 

by this project? 
 What are the different types of support 

you provide under this project? 
 What are the delivery mechanism and/or 

approach of the programs? 
 Why do you think sanitation facilities are 

important for communities you work in? 
 Who benefits from such interventions? 

(e.g. individual/groups, 
organization/institution, 
system/sector/country etc)? 

 What do you think about continuation of 
this project? 

 Please tell me anything interesting you 
have experienced while implementing the 
project … 

Probe Questions:
 What are the criteria to be covered under the project 

interventions? 
 How long do you think you need to continue such 

activities? 
 Why did you decide to implement the project in this 

geographic location? 
 What is the role of the beneficiaries in developing ideas 

of such initiatives?  
(Are the initiatives demand-driven?) 

 Who are the target beneficiaries? 
 What are the eligibility criteria? 
 What are the monitoring mechanisms you put in place to 

measure the effectiveness of your project? 
 How would you continue implementing such programs if 

you do not have donor funding? 
 What do you think about people’s participation in bearing 

the expenses incurred to implement this program? 
 How would you ensure that the quality of the program 

remains same, if donor funding is not available? 
 Probe on the areas of good and bad practices, areas 

requiring further attention, areas of improvement, policy 
advocacy, etc. 

 Please highlight 3 successes and 3 major challenges you 
faced? Why do you consider these as successes? Have 
you been able to overcome the challenges? If so, how? 
What lessons did you learn from these challenges? 

Closure 
Thank you for your answers and the discussion has been very lively, helpful and informative. We are very 
grateful for the information you have provided.  
Do you have any questions to me? 
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With the Beneficiaries of the Project (both existing and potential beneficiaries) 
 

Welcome 
 Thank you for coming and thanks for giving your time. 
 I am here to listen and learn from you. In this particular meeting together we will try to gather information 

on the areas of MWF project implemented by SKS/ESDO 
 I am grateful for your assistance and valuable opinion and feedback and I ensure that everything you say 

will remain confidential 
 As a first step, let us introduce ourselves.   
Core Questions: 
 What are the major activities undertaken 

by this project? 
 What are the delivery mechanism and/or 

approach of these programs? 
 Who participates in this program? 
 Please tell me anything interesting you 

have experienced while participating in 
the project … 

Probe Questions:
 What are the supports provided to you under this project? 
 What benefits are you getting from this project? 
 Why have you decided to take part in this project? 
 What is your planning after you complete your 

involvement with this project? 
 How did you come to know about this project?  
 What are the challenges you face to participate in the 

programs offered by this project? 
(In case of female, what are the barriers the face from 
family and/or society?) 

 What kind of trainings, seminars, workshops, awareness 
raising campaign does this project offer? 
(Are the initiatives demand-driven?) 

 What do you have to do to receive the services from the 
organization? 

 How long are you involved with this project? 
 Probe on the areas of good and bad practices, areas 

requiring further attention, areas of improvement, policy 
advocacy, etc. 

Closure 
Thank you for your answers and the discussion has been very lively, helpful and informative. We are very grateful 
for the information you have provided.  
Do you have any questions to me? 
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Annex 2: Sampling Process of Data Collection Tools 
 
Sampling 
 
The sample covered during the assessment through Focus Group Discussions (FGDs) and Key Informant 
Interviews (KIIs) were determined based on the following standard formula –  𝑛 = 𝑧 𝑝(1 − 𝑝)𝑁𝑒 (𝑁 − 1) + 𝑧  𝑝 (1 − 𝑝) 

 
Here,  n = Sample size 

z = Standard variate at a given confidence level, i.e. 95% 
p = 0.5 
N = Population size 
e = Margin of error = 5% 

 
Table: Proposed Sample distribution for FGDs and KIIs 

 

Institutional 
Stakeholders 

Beneficiaries
Sample Remarks Target (by 

end of project 
Achieved (till 
April 2017) 

WaterAid Bangladesh N/A N/A TBD 3 KIIs (1 at country office, 2 at regional office)
SKS Foundation 4,582 1,123 355 10 FGDs, 5 KIIs
ESDO 4,582 1,197 355 10 FGDs, 5 KIIs

 
The table below provides the actual achievement against proposed sample for consultation on MWF program 
activities. The specific location and mobilization for conducting FGDs were decided in consultation with WAB 
partner MFIs in advance. 
 

Table: Achievement Status of FGDs and KIIs Conducted 
 

Institutional Stakeholders Sample Tools Used Proposed Achieved
WaterAid Bangladesh TBD 2 1 KII with 2 staff members 
SKS Foundation 355 227 7 FGDs, 5 KIIs
ESDO 355 246 8 FGDs, 5 KIIs

 
Tools for primary data sources 
 

a) Focus Group Discussion (FGD):The FGDs were conducted using FGD guidelines as a checklist of focus 
areas at two levels – firstly with the project implementation team, both at WAB and partner MFIs 
(microfinance and WASH teams) and secondly with the project beneficiaries – to learn about their 
roles, responsibilities, stakes, needs, achievements and challenges.  

b) Key Informant Interview (KII): Key informant interviews were taken from identified persons, who 
were seen as key contributor to the project's achievement, i.e. project managers, local leaders, 
community people. 

 
Concerned WAB staff provided their valuable input on these guidelines for contextualization and finalization 
of the tools.  
 

c) MFI Assessment Checklist: A basic MFI assessment enabled the consultant to check the financial 
feasibility of MFIs implementing the project. It helped in gathering required information that might 
help the MFIs to plan and prepare in terms of scalability, cost-benefit analysis and identification of 
break-even point for target beneficiaries. The MFI assessment guideline of CGAP was taken as the 
model and it was contextualized to assess MFIs' performance for this particular loan product, along 
with MFIs' key performance indicators, i.e. Operational Self-Sufficiency (OSS), Financial Self-
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Sufficiency (FSS), Recovery Rate (RR) and On-time Repayment (OTR). 
 
The following table looks at the applicability of the tools used for this study with focus on what objectives and 
key questions were answered through these tools. 
 

Table: Tools used for the assessment and their applicability 
 

Tools Applicability
Focus Group Discussions  SWOT analysis 

 Identification of good practices 
 Need assessment 
 Relevance of such interventions from social development aspect 
 Role towards poverty, gender, disaster risk etc. 
 Challenges of implementation 
 Current achievements 
 General awareness about benefits of such interventions 
 Client feedback/recommendations 

Key informant interview  SWOT analysis 
 Identification of good practices 
 Relevance of such interventions from social development aspect 
 Role towards poverty, gender, disaster risk etc. 
 Challenges of implementation 
 General awareness about benefits of such interventions 
 Feedback and recommendations 

 
Tools for secondary data sources 
 
Data was collected on relevant topics from the available secondary sources, i.e. MIS, project documents, field 
visit reports by WAB, field monitoring data by WAB regional offices. Along with that, the consultant also 
searched for possible sources of secondary data from other organizations, which have earlier implemented or 
are now implementing similar projects/program for cross-validation of the issues related to sustainability, 
feasibility and scalability of MWF. 
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Annex 3: Detail Situation Assessment 
 
Water and Sanitation Sector (Joint Monitoring Program WS Access Rate Data) 
 
World Health Organization (WHO) and United Nations Children’s Fund (UNICEF) Joint Monitoring Program 
(JMP) for Water Supply and Sanitation (WSS) is the official United Nations (UN) mechanism tasked for 
monitoring progress towards the Millennium Development Goal (MDG) related to MDG 710 for drinking water 
supply and sanitation. It is measured by using the MDG indicators that is proportion of population using an 
improved drinking-water source; and proportion of population using and improved sanitation facility. JMP 
publishes progress estimates every two years on the use of various types of drinking-water sources and 
sanitation facilities at the national, regional and global levels. To fulfill the task, JMP has developed separate 
indicators not following the same as government’s do for water, sanitation, hygiene and equity/non-
discrimination. The two tables below present the progress of sanitation and water sector estimation as of 2015 
in comparison to the baseline data collected on 1990.  
 

Table: Sanitation Access Rate 
 

Type of Options 
Sanitation Coverage Estimates (%)

Urban Rural Total 
1990 2015 1990 2015 1990 2015

Improved facilities 58 58 34 62 39 61
Shared facilities 27 30 16 27 18 28
Other unimproved 8 12 11 9 10 10
Open defecation 7 0 39 2 33 1

 
Table: Water Access Rate 

 

Type of Options 
Drinking Water Coverage Estimates (%) 

Urban Rural Total 
1990 2015 1990 2015 1990 2015

Piped onto premises 26 32 0 1 5 12
Other improved source 61 54 75 87 72 75
Other unimproved 13 13 21 13 20 13
Surface water 0 0 4 0.063 3 0.042
 
Key Challenges 
 
 The sanitation facilities used by most rural households, sometimes in urban context too, are not durable 

and strong to sustain natural disasters. Still, the quality of sanitation coverage is an emerging area of 
concern, with more than 40 percent of all latrines classified as “unimproved.”  

 The usage pattern of water can be broadly divided into: 96% for agricultural use, 3% for domestic use, 1% 
for industrial use. High economic and population growth has lead to extensive over usage of ground 
water. The water reserves and water mirrors are currently at the lowest point ever. Extensive pumping of 
groundwater has depleted some water sources in Dhaka; as a result the question of sustainability of 
ground water in city areas is a big concern.  

 Lack of access to water supply infrastructure such as tube wells and piping are a major issue for the rural 
poor and urban slum dwellers, who often resort to using unprotected surface water for drinking and 
cooking.  

 The major sources of water whether for drinking, industrial or agricultural use are surface water (30%) and 
ground water (69%)11. Very little recycling/reuse of water is taking place. 

 

                                                            
10 Halve, by 2015, the proportion of people without sustainable access to safe drinking-water and basic sanitation 
11 Water Sector Study Report by Danida, 2010 
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Figure: The lowest water level depths measured by 
DPHE in 2009 

Over the last decade, the government, the donors 
and the NGOs have initiated many programs. The 
screening of some five million wells in 272 
Upazilas was perhaps the most remarkable 
achievement but, with respect to arsenic 
mitigation, the achievements are below 
expectations. Some technologies like Sono, 
Read-F, Alcan, Sidko, Nilima, and Shodesh are in 
field.  
 
An evaluation of the technologies pointed out that 
there continues to be uncertainty on the 
replacement of arsenic absorbing media as there 
is no effective and sustainable after-sales service 
arrangement. Rural piped water systems have had 
mixed success. Most of the systems are using 
arsenic free groundwater, and a few systems are 
using surface water. A review of 12012 schemes 
shows that about half are not functioning because 
of poor O&M and inadequate institutional 
settings. 
 
Legal and regulatory framework for Water and Sanitation (WS) Sector  
 
The legal instruments for the WS sector consist of acts and ordinances specifying the roles and responsibilities 
of various sector institutions are as follows- 

 Environmental Conservation Act 1995 and the Environmental Conservation Rules 1997 set the quality 
of water to be supplied and requirements for disposal of effluents into water bodies; 

 WASA Act 1996 describes the roles and the responsibilities of WASAs, including the functions of the 
Board and Managing Director; and 

 Different Local Governments Acts of 2009 for the city corporations, the paurashavas, the upazila 
parishads, and the union parishads describe the functions and the responsibilities of the LGIs, 
including matters related to the WSS. 

 
Figure: Legal and regulatory framework 

                                                            
12 DevConsultants Ltd., December 2009: Final evaluation of the Pilot Project for the Water Safety Plans for Arsenic Removal 
Technologies, Prepared for DPHE and Ontario Centre for Environmental Technology Advancement (OCETA) 
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The government has adopted a number of policies in order to remedy the challenges in the sectors, including 
National Policies for Safe Water Supply and Sanitation in 1998, a National Watery Policy in 1999, a National 
Water Management Plan and a National Policy for Arsenic Mitigation in 2004, as well a National Sanitation 
Strategy in 2005. These policies emphasize decentralization, user participation, the role of women and 
appropriate pricing rules. To meet the Water and Sanitation sector challenges, reforms are needed at 
institutional and organizational development of the service providing agencies (for example, WASAs, DPHE, 
PWSS and private operators) and establishment of a regulatory framework.  
 
The regulatory framework for the WS sector is to ensure the provision of water and sanitation services in an 
efficient, transparent and equitable manner is lagging behind. While a regulatory framework cannot usually 
succeed without institutionally developed utilities, one of the key principles of such framework is clear 
separation of policy, regulation and service delivery functions of the respective agencies. The roles and 
responsibilities of two different agencies to carry out these functions are given below- 
 

Figure: Institutional Arrangement 
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WS Coverage 
 
The graph below presents the water and sanitation coverage by regions in Bangladesh. Water supply condition 
in Barisal, Rajshahi and Rangpur division are comparatively better than other regions. Sanitation coverage is 
comparatively better in Barisal and Khulna division. In generally Barisal, division is comparatively in better 
condition in both Water and Sanitation aspect. 
 

Figure: Division-wise WS Status 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Other small towns under Upazila are the semi-urban areas in Bangladesh. In the semi-urban areas Department 
of Public Health and Pouroshova are responsible for providing Water and Sanitation Services. 
 
There are around 85,000 villages in Bangladesh, which are considered as rural areas. The Union Parishad under 
Ministry of LGERD&C is the lowest level of governing body. They do not have any supporting body for Water 
and Sanitation services at local level. In rural areas, new models for piped rural water supply are being 
implemented for irrigation. In Bangladesh, the common source of water supply is Deep tube wells.  
 
The government had long been interested in making the operation of these tube wells financially more viable. 
They were interested in developing new management models beyond pure community management in order 
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Figure: Disaster Prone Areas of Bangladesh

to both mobilize funding and improve the quality and sustainability of service provision. To that effect, two 
parallel innovative approaches have been pursued. First is Rural Development Academy (RDA) multipurpose 
schemes to combine piped drinking water and irrigation schemes were initiated in 1999 by RDA with 
government funds and no donor involvement. Second is Bangladesh Water Supply Program Project has been 
supported by the WB through the Bangladesh Water Supply Program Project (BWSPP), implemented by DPHE. 

 
WS Demands by Geography 

 
One of the key business opportunities in water supply 
sector includes urban drinking water, wastewater and 
agricultural water.  There are opportunities for 
goods/supplies market offer; and Surface water, 
urban drinking water, drainage and sewerage markets 
offer good opportunities according to services 
companies. Nowadays, private investments are 
increasingly moving towards non-consumption chain 
of the water sector such as shipbuilding, river port 
and transportation, dredging, industrial waste 
treatment, water-based tourism, etc. Commercial 
prospects and increased growth in those markets are 
bringing private sector activity and interests with the 
ability to provide better technology, management, 
and financing. A lack of clear government policy for 
private sector and support facilities in many of those 
market segments is uncomfortable for higher level of 
investments. Demand of sanitation is complex and 
overshadowed by cultural taboos. The involvement of 
a dynamic and competitive sector of private latrine 
producers, marketing different types of latrines to 
different customer segments needs to be taken into 
consideration. 
 
Community Led Total Sanitation (CLTS) 
 
The CLTS approach was first developed in Bangladesh in 1999 by Dr. Kamal Kar, a consultant working with 
Village Education Resource Centre (VERC) and supported by WAB. Since then the approach has spread rapidly, 
being taken up by several other NGOs as well as donor supported government programs. Sanitation 
achievements are continuing in the rural areas in more or less every district in Bangladesh. The more pressing 
problem is now the poor urban slums and settlements which are lagging behind. 
 
Amongst others, some of the major actors promoting CLTS in Bangladesh are Plan Bangladesh& their partner 
organizations, WAB & their partners, some programs of CARE, Dhaka Ahsania Mission (Dishari)) and World 
Vision. Prior to the introduction of CLTS, the great majority of households in the selected communities had no 
latrine and defecated in the open.  This, in turn, contributed to high levels of diarrhea, especially among 
children.   
 
A number of factors helped to explain why open defecation persisted. Most people lacked a clear 
understanding of the link between feces in the environment and the transmission of pathogens to the water 
and food they consumed.  Their views of sanitation were instead shaped more by culturally bound notions of 
purity, where all that mattered was the exclusion of feces from the areas immediately surrounding their 
homes, not their elimination from the open environment per se (BRAC 1984).  Diarrhea was recognized as a 
major health issue, but was believed to derive from a combination of factors revolving mainly around the types 
of food consumed and the manner in which it was prepared and stored (Howes et al 2009a, 25-27).   
 
Latrines were not therefore seen as necessities, but rather as prestigious and expensive consumption items 
that people would only adopt as a part of more general process of improving their homes when they became 
relatively wealthy.  And because they were unaware of the way in which open defecation by anyone else in 
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their community could lead to them contracting diarrhea themselves, the better-off saw no need to aid or to 
exert pressure on others to install latrines, even if they had already done so themselves. 
 
The advantages for women are generally similar, but go further. Before CLTS, they tended to suffer directly 
from diarrhea more than men, partly as a result of generally being able to spend less on treatment. They were 
also responsible for caring for children, who were more vulnerable to attacks than adults.  As such, any 
reduction in levels will have brought a double benefit.   
 
The only disadvantage for women appears to be that they are expected to take on the main responsibility for 
providing water and cleaning toilets, thus adding to what is usually an already heavy burden of domestic work. 
 
It is indeed unfortunate, in the climate that has been created in Bangladesh, and for which the proponents and 
methods of CLTS are themselves to a degree responsible, that the emphasis should so consistently be placed 
on the total elimination of open defecation as the only measure of success.  Achievements that deserve to be 
celebrated come instead to be thought as failures. And as a consequence, quite intense pressures build to 
misreporting, with issues getting swept under the carpet that might otherwise profitably be aired and 
addressed. 
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Annex 4: Basic Institutional Assessment of MWF Partners 
 
Members' Savings 
 
Members' savings is one key source of MFIs' revolving loan fund (RLF). At the same time, it helps the rural poor 
people to have access to a safe place to accumulate their surplus earning. The MFIs in Bangladesh provides 
multiple ways to access savings instruments, i.e. weekly savings, SSP, double schemes, etc. From the last two 
years' financial reports of both SKS and ESDO, it is observed that the savings accumulated by members have 
been increasing steadily. As the below graphs show, SKS reported an increase of more than 190 million Taka in 
members' savings between July 2016 and June 2017. During the same time period, members' savings for ESDO 
increased by more than 200 million. 
 

Figure: Members' Saving Status of SKS Foundation 
 

 
 

Figure: Members' Saving Status of ESDO 
 

 
 
This trend may be interpreted as improved savings behavior of the members, as well as MFIs having an 
increased fund base, which could be used as RLF. As said before, the savings deposited by members are one of 
the key sources of MFIs' RLF; it also is a low-cost source, which helps MFIs operate in a cost-effective manner. 
 
Loan Outstanding 
 
For an NGO that operates microfinance program, the major source of earning is the interest on loan. Most 
MFIs in Bangladesh operate under the regulatory framework of the Microcredit Regulatory Authority (MRA), 
and the MRA specifies that the effective interest on all loans to borrowers could not be more than 27% per 
annum. For the ease of calculation of the interest rates, NGOs charge 12.5% flat interest on loans, which falls 
below the 27% interest cap set by MRA, when calculating the effective interest rate. While a good loan 
portfolio indicates program quality and strength, it also allows the MFIs to maintain a steady earning flow. 
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Such steady flow of earning enables MFIs to diversify its other social development programs through usage of 
own fund. 
 
For SKS Foundation, as of June 2016, outstanding loan amount stood at BDT 1,546.70 million, which increased 
to BDT 2,242.38 million as of June 2017. This reflects an increase of almost 45% in the loan portfolio managed 
by the MFI. For ESDO, there also had been an increase of BDT 67.47 crore (37% approximately) in the loan 
portfolio during the period from July 2016 to June 2017. 
 

Figure: Loan Outstanding Status of SKS Foundation 
 

 
 

Figure: Loan Outstanding Status of ESDO 
 

 
 
Overdue Analysis 
 
Loan overdue is an indicator to measure portfolio quality of an MFI. Overdue loan means the amount of loans 
that were not realized or collected back from the beneficiaries within the agreed time period. From the data 
between July 2016 and June 2017, it was observed that SKS Foundation's overdue loan amount increased by 
22%, while ESDO managed to realize BDT 2,261,747 (5.5%) from its existing overdue amount. This refers to the 
situation that, with an increase in the portfolio, SKS Foundation was experiencing quality management issues, 
while ESDO managed to improve the portfolio quality, making additional money available for investing into 
new beneficiaries. However, considering the rapid expansion of SKS Foundation, this may happen, but at the 
same time, the organization needs to pay careful attention to maintain the program quality. 
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Figure: Overdue Loan Status of SKS Foundation 
 

 
 

Figure: Overdue Loan Status of ESDO 
 

 
 
Ratio analysis  
 
The below table shows key ratio analyses of both the MWF partner organizations against industry standards. It 
is observed that, in most cases, the performances of the MFIs are better than the benchmarks, indicating that 
both the organizations are operating their microfinance program well. The ratio also indentifies the strength of 
the MFIs both from financial stability point of view, as well as from program quality issues. 
 

Table: Analysis of Key Ratio 
 

Ratio Type Standard SKS Position ESDO Position

Financial Solvency 

Debt to capital ratio Max: 5:1 5:0.99 5:2.14
Capital Adequacy ratio Min. 10%-15% 78.38 65.91
Current ratio 2:1 2:1.3 2:1.8
Liquidity ratio Min 25% 32.10% 16.90%

Financial Sustainability 

Rate of return ratio Min 1% 6.31% 5.24%
Financial cost ratio Max. 12% 4.22% 3.19%
Operating self sufficiency ratio More than 100% 139.12% 136.32%
Financial self sufficiency ratio Min 100% 128.57% 127.40%

Portfolio Quality Ratio 
Cumulative Recovery rate Min 95% 97.31% 90%
Delinquency ratio Max 5% 3.92% 1.53%
Savings and Outstanding ratio Min 20% 36.22% 36.83%
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