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The Scale of the Challenge

WATER INFRASTRUCTURE FINANCING GAP
Annual investment needs vs. current financing in Africa THE SELF—REINFORCING CYCLE

Why the financing gap persists

USD 30-50 bn
<« Current Financing O
RN (- tinated) USD ~15-20 bn 1. UNDERPRICING \
2. WEAK REVENUES

—————————————————————————————————————————————————————————————— Cycle repeats Water is priced below
Low tariffs and cost

" 2 its full economic value
e Financing Gap
NG (Annual) USD ~10-20+ bn
@ ’ Africa faces a significant and persistent water infrastructure financing gap @
recovery lead to
insufficient revenues

of ~USD 10-20+ billion annually between needs and current financing. 5. POOR SERVICE /

LOW WILLINGNESS TO PAY
3. LIMITED INVESTMENT

Insufficient revenues limit

p available funds for

new investments

Required Investment
(Needs)
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STRUCTURAL CONSTRAINTS Rt s

Key barriers limiting water infrastructure financing in Africa e

Financing Model Public-dominated, K
limited diversification
Revenue Model Weak tariffs,
low cost recovery
? Few
BH / bankable projects

Fragmented 0
coordination
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4. INFRASTRUCTURE GAPS

Underinvestment leads to

aging assets, inadequate
coverage and capacity

@ Pipeline
@ Institutions

C These constraints reinforce each other, resulting in inefficient investment,
weak service delivery, and persistent financing gaps.

This self-reinforcing cycle keeps water systems under-resourced
and prevents sustainable improvements.
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The Core Problem: Water is Foundational—but Economically Invisible

Valuation makes water’s value measurable—enabling allocation, pricing, and ultimately financing

TOTAL ECONOMIC VALUE (TEV) . Why Valuation Matters
The full range of values people place on water and water-related services ° M a ke S t ra d e _Offs eX p I i Cit

. T . — \ *Supports pricing and allocation
USE VALUE : NON-USE VALUE . ‘o
{ Benefits obtained from } E @ Benefits people value even i L E Na b I es Inve St me nt d ecisions
using water now I without using water [ 2 H
e el | . How We Measure Value
i I ! : . * Production (value in output)
f N [ N \  jFESrsskankankossen W \ . ..
DIRECT INDIRECT OPTION | BEQUEST | | EXISTENCE | * Margina | P roduct IvVity
USE VALUE USE VALUE VALUE J‘ VALUE ¢ VALUE | o R . d I |
Resources used Resources used Our possible | Future generation's Lo Right of existence ; esidual value
diect indi | | 3 ;
irectly indirectly future use | possible use | | ° U sers (Va I ue to d eman d )
* Provisioning services ¢ Regulating services o All services | All services | | * Supporting services ! TR
(e.g. drinking water, (e.g. flood control, (including ! (including ! | (eg.panda, blue [ ° W I I | N g ness to p ay
irrigation, fisheries) water purification, supporting : supporting L 9 whale, wild eagle) : .
 Cultural and amenity groundwater recharge, services) | services) | i : g D eman d ana |yS IS

services (eg. climate regulation) | L : .

asion s i 5 i e System (scarcity & trade-offs)

ourism |
\ 7 N P P e R e ; .
; * Opportunity cost

WHY IT MATTERS: Recognising all types of value leads to better decisions, fairer allocation, —— Use value . .
and more sustainable water management. === Non-use value ¢ S h d d ow p ricin g
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Improving Water Financing in Africa: what must change

MAKE FINANCING POSSIBLE

mm 1. Strengthen Revenues

e Tariff reform + lifeline protection
¢ Reduce non-revenue water (NRW)
e - Stable revenues underpin financing

mm 2. Build Bankable Pipelines

* Project Preparation Facilities (PPFs)
e Standardized & scalable project design
* - Financing follows credible projects

e 3. De-risk Investments

¢ Blended finance structures
* Guarantees (PRG/PCG)
e FX risk mitigation tools
* - Lower risk - more investment

4. Fix Institutions & Utilities

* Governance & performance
® Regulatory clarity
e —> Stronger operators attract finance

5. Align with Economic Priorities

e Integration into budgets & climate plans
e = Water as an investment, not a service

I EEE T EEE Y EEEGEEERN WWW.unecd.org

BANKABILITY
-> RISK REDUCTION

MOBILISE FINANCING AT SCALE

mm Capital Markets

*Water / Blue Bonds (sovereign, municipal)
eGreen, Social & Sustainability Bonds
eSustainability-linked bonds

== Blended & Development Finance

*MDBs (World Bank, AfDB) & DFls
¢Climate Funds (GCF, Adaptation Fund, CIF)
eConcessional finance windows

TNV 23 o) X013 3 o B RISk Mitigation Instruments

-> SCALE

eGuarantees (partial risk / credit)
ePolitical risk insurance (MIGA)
*FX hedging & local currency facilities

mm INNovative Financing

eDebt-for-water / climate swaps
ePayments for Ecosystem Services (PES)
eLand value capture

eExtended Producer Responsibility (EPR)

Domestic Mobilisation

*Public-Private Partnerships (PPPs)
eNational Development Banks (NDBs)
ePension funds & institutional investors
eDomestic capital markets

= Selective Private Participation

e Utility concessions
ePerformance-based contracts




CONCLUSION

Valuation is what translates the true value of water into financial flows and investment at scale.

VALUATION REVENUE CLARITY &i\ﬂ-a BANKABLE PROJECTS FINANCING
Recogmse the full Identify who benefits, ¢ : Better prioritisation, e sv Mobilise more capital,
economic value of water who pays and how much *_’ stronger design, at lower cost,

~ lowerrisk at greater scale

WITHOUT VALUATION WITH VALUATION
N

o clear revenues Clear economic returns

@ Value is invisible or underpriced, “| Full value recognition leads to robust and
[

resulting in weak or uncertain revenues. predictable revenue streams.
- No prioritisation » Better pricing frameworks
“r’ Decisions are not based on value and impact,

Informed pricing and cost-recovery enable
financial sustainability and equity.

et

leading to inefficiencies and misallocation.

No investor confidence Stronger project design

Projects are seen as high risk with %‘ Value-based prioritisation and sound structuring

uncertain returns. reduce risk and improve bankability.

The result: more investment, S99 Resiint and ‘ .
" § " Expanded access sustaimablewater ) Economic growth Improved health Environmental
better services, greater impact and inclusion systems and job creation and well-being protection

Policy Architecture

Pillar 1 — Value Water Properly
*Integrate economic, social,
environmental value

Pillar 2 — Strengthen Financing

Systems
*Optimise 3Ts
*Scale blended finance

Pillar 3 — Build Bankable Pipelines
*Project preparation
*Standardisation

Pillar 4 — Strengthen Institutions
*Governance
*Coordination
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