
 

  
WaterCredit Market Assessment Summary and WaterCredit Expansion Strategy: 

Potential viability of WaterCredit & microfinance solutions in Bangladesh 
 
Sponsored by the IKEA Foundation, this report was developed by Water.org to assess the market for 
water, sanitation and hygiene (WASH) services in Bangladesh, and gauge potential opportunities to 
expand access to new or improved WASH solutions through financial services at the Base of the 
Economic Pyramid (BOP). The report was based on analysis of the WASH and microfinance markets 
across a representative geographic sample of two divisions of Bangladesh in January – August 2013. 
Researchers conducted a comprehensive series of interviews with a broad range of actors representing 
government entities, WASH service providers, non-governmental organizations (NGOs), international 
development agencies, and financial services providers, with particular focus on previous and existing 
efforts to improve access to WASH. Researchers also conducted 10 focus groups with residents in rural, 
urban, and peri-urban areas to better understand the nature of demand for improved WASH services 
across Bangladesh. 
 
Access to Improved Water and Sanitation 
 
Despite advances from the collective efforts of the Government of Bangladesh, multilateral and NGO 
actors to improve the water and sanitation coverage in the country, the last WHO-UN Joint Monitoring 
Plan (JMP) report in 2010 estimates nearly 71 million people in the country lack access to improved 
sanitation and over 20 million lack access to improved, safe water.   This problem is increased in scope 
and intensity in the peri-urban and urban areas where public service coverage and improved 
infrastructure has not kept pace with population pressure due to increased urban migration.    
 

Type of Options 
JMP Sanitation Coverage Estimates 
Urban (%) Rural (%) Total (%) 
1990 2010 1990 2010 1990 2010 

Improved facilities 58 57 34 55 39 56 

Shared facilities 27 26 16 25 18 25 

Other unimproved 8 15 11 15 10 15 

Open defecation 7 2 39 5 33 4 

Type of Options 
JMP Drinking Water Coverage Estimates 
Urban (%) Rural (%) Total (%) 
1990 2010 1990 2010 1990 2010 

Piped onto premises 26 20 0 1 5 6 

Other improved source 61 65 75 79 72 75 

Other unimproved 13 15 21 18 20 18 

Surface water 0 0 4 2 3 1 
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About 35 percent of the urban population lives in slums, and does so on only 4 percent of the urban land 
area. According to a 2010 UNICEF Bangladesh Report, Bangladesh is experiencing one of the fastest 
urbanization rates in Asia.  The majority of the 7 million1 people living in urban slums, the population of 
which is rapidly increasing, have limited access to safe water, sanitary latrines, and proper waste 
disposal systems and sewer drainage.  
 
The Government of Bangladesh (GoB) set itself the target of achieving 100 percent sanitation coverage 
by 2010, five years ahead of the Millennium Development Goal (MDG) timeline but has not achieved 
this target.  In response to the challenge of this MDG, government, NGO and multilateral stakeholders 
encouraged improvement in hygiene behavior practices using an approach called Community-Led Total 
Sanitation (CLTS), which was developed by the Village Education Resource Centre (VERC), a local 
Water.org partner.   CLTS, along with concerted behavior change communication and sanitation 
marketing has been a successful endeavor resulting in high awareness and adoption of improved 
hygienic practices.   This, in turn, has helped to create demand for improved WASH infrastructure in 
both rural and urban areas such as toilets.   Focus group discussion respondents mentioned that they 
would be willing to pay for the installation of hygienic latrines and water connections or tubewells if 
there were favorable repayment terms relative to their respective income levels.   
 
In Bangladesh, most people (98 percent) access water through tube-wells, with the exception of urban 
dwellers who access water through a combination of piped water and tube-wells.  A significant 
percentage (91.5 percent) tube wells are functional.  
 
In both rural and urban areas, access to safe drinking water is reduced by arsenic contamination in 
millions of privately installed tube wells as well as by natural disasters which, in the coastal areas, 
contribute to saline intrusion in tube wells and surface water. Naturally occurring high levels of arsenic 
in shallow tube wells puts 20 million people in affected areas at major risk for long-term health 
problems.  In the early 2000s, the GoB opened research on different arsenic filters and several varieties 
are still available in the market today.  However, cost and availability of the filter prohibits most poor 
and ultra-poor from widely utilizing them.   
 
The GoB, donor agencies and private initiatives have been working on implementing measures to 
increase availability of safe drinking water, including rain water harvesting, water treatment plants, and 
installing deep tube-wells.   Due to the high capital investment and technical support required for these 
systems, they are installed in coordination with the GoB Local Government Engineering Division (LGED), 
with 80 percent of the financing coming from government sources, public-private partnerships or other 
donor resources. 
 
Thirty percent of the national water supply and sanitation in Bangladesh is financed by the government, 
whereas 34 percent comes from bilateral and multilateral donors. Individuals/community contributions 
represent 32 percent and another 4 percent comes from international and local NGOs. Water supply 
and sanitation is not a full sector, rather a sub-sector in the government’s Annual Development Program 
(ADP). In general, water supply receives priority over sanitation in respect of resources allocation at the 
project level. 
 
  

1 SHEWAB Fact sheet, UNICEF Bangladesh 2010. 
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Service Providers and Demand within the WASH Sector 
 
For urban areas, water and sanitation utilities are provided through the auspices of Water Supply and 
Sewerage Authorities (WASAs).  WASAs are large water and sanitation utilities, which operate the 
systems, collect fees and implement development projects, and their capacity varies depending on the 
urban area. In rural areas, this function is under the responsibility of the Department of Public Health 
and Engineering (DPHE). This includes the installation of shallow and deep tube wells.  Within these 
entities, cost recovery, maintenance and installation of legal water connections are a concern. Key 
service delivery gaps include:  

• Inadequacy of resources to finance investments 
• Insufficient capital development and production 
• Insufficient supply of water and sanitation services within Dhaka 
• Insufficient supply of safe water  

 
The demand for water varies across season in Bangladesh as well. The focus group discussions revealed 
dissatisfaction regarding existing water sources, arising from contamination, not having easy and 
available contamination testing facilities at the community level and unavailability of local level skilled 
service providers for maintenance of the tube well and the platform. In the urban areas, however, the 
existing supply of water is not sufficient to meet the existing demand. While WASAs have the 
infrastructure and network for water supply, this is not enough from the consideration of growing urban 
migration, paving way to increased demand for water.  
 
Many private sector entities like private contractors, suppliers and consultants are involved directly or 
indirectly in the development of the WASH sector. Some 120 companies2 are engaged in provision of 
water system installation, maintenance and supplies. In addition to the public services of piped water 
supply and sewerage, private individuals (households) install their own tube-wells and private 
individuals mostly handle sanitation options for their own households.   
 
At present, the role of the private sector in the support of operation and maintenance of urban and 
rural water supplies is limited, but this role is expected to increase in the coming years.  The private 
sectors are increasingly offering small-scale services to the community. According to a 2003 World Bank 
Report, 75 percent of shallow tube wells in rural areas are privately owned, and were sold and installed 
by private sector entities. Similarly, of the 4,000 latrine manufacturing and sales outlets in rural areas, 
more than 3,500 belong to private producers. The private sector is increasingly offering small-scale 
services to the public. In Bangladesh, more than 500 large and small NGOs and MFIs have been 
supporting water and sanitation service delivery in peri-urban and rural areas, though these ventures 
have been largely subsidized and consumers are not paying the market cost for service delivery.  
 
Despite local manufacturing of latrines, water supply and water purifiers, supply is limited and 
hampered by poor quality control, investments in technology improvements and ineffective distribution 
channels throughout the country. 
 
The researchers collected the following data on the market cost of different water and sanitation 
systems. Most of the costs presented below are for high-capacity systems that serve an entire 

2 Market Scan Report. 
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community and would be most appropriate for areas with high population density. Systems that serve 
individual households are less costly and more prevalent in peri-urban and rural areas.   
 

Breakdown of Market Cost for Different Water and Sanitation Systems 
Component Type of Demand Location Approximate Cost (USD) 

Water 

Shallow tube well Dhaka region $300-$400 

Deep tube well Dhaka region $600-$1,000 

New water point from government 
line department Slum area $600-$1,000 

Deep tube well Coastal region $1,000-$1,200 

Rain water harvesting Coastal region $12,000-$15,000 

Sanitation 

Low cost pit latrine Dhaka & Barisal region $15-$40 

Sanitary latrine with septic tank Dhaka & Barisal region $80-$100 

Community latrine with septic tank Dhaka & Barisal region $500-$600 

Household connection to 
municipal sewer network Dhaka & Barisal region 

No cost required to take 
sewerage connection 
under current system. 
Individuals constructing 
houses pays for the 
required hardware while 
building the house 

 
 
Microfinance for Improved Water and Sanitation Services 
 
Bangladesh is known as the birthplace of the microfinance model. Since the inception of that model in 
the 1970s, the country has seen vibrant and sustained growth of the sector, with multiple outcomes 
relative to financial inclusion and, for women, participation in the paid economy.     
 
The government, with the close cooperation of the Bangladesh Bank, undertook efforts to establish a 
regulatory framework which culminated in the enactment of the Microcredit Regulatory Authority Act, 
2006 with a view to ensuring transparency and accountability of microcredit activities of the MFIs in the 
country. The Microcredit Regulatory Authority (MRA) has been established under the act, which is now 
empowered and responsible to implement the Act and bring the microcredit sector of the country under 
a full-fledged regulatory framework.  The main responsibilities of the authority include issuance and 
cancellation of the license for microcredit and overseeing, supervising and facilitating the entire 
activities of MFls. 
 
The financial crisis in 2008 in conjunction with two devastating disaster events, Cyclones Sidr and Aila, 
restricted and reduced the reach of the microfinance sector amongst the largest providers –  Grameen 
(which is registered as a specialized bank), BRAC, ASA and BURO Bank. However, this also led to the 
growth of smaller MFIs and opened exploration of new financial products and profitable market niches.  
Despite a regulated and relatively stable microfinance market, there remain under-served clients, 
particularly in light of increasing demand for water and sanitation services.   
 
The importance of microfinance in financing WASH services has been recognized as an outcome of 
different policy and joint monitoring initiatives within the WASH sector. They highlight the potential for 
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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 
sanitation. 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.3 
 
Many MFIs offer loans for water and sanitation facilities under the auspices of their other loan products, 
such as housing loans and disaster loans (in the case where a client wants to rebuild a latrine or water 
supply system).  A few of these have achieved a significant scale – though they are still small in relation 
to the MFI’s overall size and outreach.  Grameen Bank is the only entity which offers a WASH loan 
product.    
 
The following recommendations from the WaterCredit Market Assessment Report have informed 
Water.org’s WaterCredit Expansion Strategy in Bangladesh:  
 

• Product Categories: 
o Improving access to and quality of latrines in rural areas and in growing urban areas where 

services are not yet available; 
o Improving access to alternative water systems, such as rainwater storage and pond sand 

filters at both the household and community levels that could be used where groundwater 
is either contaminated or experiences sporadic availability; 

o Improving access to networked water services, particularly in urban areas; and,  
o Expanding water quality improvements particularly where supply chains exist and arsenic 

contamination is significant. 
 

• Key Strategies: 
o Strengthen existing small-scale efforts of microfinance institutions in water and sanitation 

by enabling them to reach greater scale, diversify product offerings, and provide affordable 
terms on a cost recovery basis; 

o Expand the WaterCredit concept across a wider cross-section of financial institutions by 
direct outreach to promising MFIs and engaging microfinance associations to promote the 
concept more formally; 

o Forge partnerships among Water.org, MFI partners, and national/local government entities 
in areas like demand creation, facilitating connections with existing infrastructure and 
ongoing service improvements; 

o Form linkages with private sector product manufacturers and, in some areas, private water 
suppliers; and, 

o Consider areas where NGOs have adopted and are implementing complimentary strategies 
pertaining to hygiene promotion, demand creation, social marketing, etc. 

 
 

3 MEHTA, M. (2008). Assessing Microfinance for Water and Sanitation – Exploring Opportunities for Sustainable Scaling Up. 
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