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Improving financial and economic costing to support programming and policy making in the sanitation sector
Background

A recent GLAAS / WHO Working Paper (draft 07/02/2011), the authors discuss the relevance and usefulness of an international effort to track national financial flows into sanitation, hygiene and drinking-water. Financial and economic assessment is therefore becoming increasingly important in order to assess the relative value to society of proposed investments and to assess the efficacy of alternative approaches to attain a desired goal. 
As a result, an increasing number of organisations recognise the importance of improving the robustness of financial and economic assessment and promoting tools to guide programmers and policy makers. The WASHCost project  managed by the IRC and funded by the Bill and Melinda Gates Foundation is making good progress in the development of a framework for cost data collection and analysis, but there remains a need to disseminate this more widely and to use this as the basis for a standardised approach for data collation and comparison.

In addition The Water and Sanitation Program’s ‘Economics of Sanitation’ initiative is gaining significant attention but WSP recognises the difficulties encountered in obtaining sufficiently accurate up to date indicative prices and there are aspects of the analysis related to sustainable sanitation systems that need strengthening. It is therefore envisaged that there is considerable benefit in broadening the availability of cost data which should improve the accuracy and robustness of this approach.
Objectives

The purpose of this initiative is to improve decisions related to sanitation investments by the promotion of a standardised framework for collation of cost data and an analytical approach to support more robust financial and economic analyses.  At one level, the initiative aims to raise awareness of the need to include financial and economic assessment as a core component of decision making processes. At a more specific level, it aims to establish a framework for collection and collation of financial costs and promote a least cost approach towards financial analysis of sanitation options to sanitation programming.

Application

A standardised approach is expected to improve cost estimates for project design, support the identification of the most cost effective technologies and support policy makers understand the benefits of investments in sanitation and wastewater infrastructure.

The accessibility of data will enable a relative quick and easy comparison of unit cost data used by government agencies, NGOs and consultancy companies. This should enable a consistent approach for the analysis to enable comparison between results and the collation of financial data. It is expected to help practitioners improve their confidence in the use of financial data to make more accurate cost estimates for sanitation programming and project design.  

Analyses may be applied to the following activities:

i) Policy decisions - Results from economic analysis can play an import role in influencing political decisions about the need to invest in improving sanitation (cost benefit analysis).

ii) Sanitation programming - Financial analysis is used to compare long term costs of different alternative solutions (cost effectiveness) taking into account capital investment (CAPEX) and operational and maintenance costs (OPEX). Economic analysis may also be required to justify the rationale for a project or programme.

iii) Project design - Sound financial analysis is fundamental for good project design. To be able to appropriately cost a project within a given budget, sanitary engineers need to base estimates on accurate unit costs with a clear understanding of the uncertainties surrounding data sets.

Proposed approach
1. Review existing approaches towards financial and economic analysis of sanitation systems, 
2. Agree upon work plan.
3. Develop framework for data collection and financial/economic modelling
4. Collect data and apply the model in target countries.
5. Share data and review experiences 
6. Revise framework/procedures and model
7. Dissemination and promotion
We encourage sharing of results to further discussion as part of policy making processes and aim to institutionalise CBA within organisational procedures. In addition, we aim to promote tools to provide a consistent approach towards data analysis, support sector professionals develop their capacity to utilise these tools through support to training programmes and curricula development.

Please note that there are no finances available to support these activities. The intention is to stimulate a collaborative effort and to encourage different partners to use their own resources to focus on one specific aspect of financial and economic analysis. We aim to learn from eachother and developments in different areas can then be compiled to form a collective body of knowledge and a framework/model for financial and economic analysis that is considered to be state of the art.

If you are in a position to contribute to this activity we ask you to contact:
· Jonathan Parkinson – International Water Association
Email: Jonathan.Parkinson@iwahq.org

· Philipp Feiereisen - GIZ 

Email: philipp.feiereisen@giz.de

· Markus Starkl - BOKU and CEMDS, Vienna, Austria

Email: markus.starkl@boku.ac.at

********************************************************************

For more information about SuSanA and the Working Group on Cost and Economics 

 http://www.susana.org/lang-en/working-groups/wg02
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