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Summary 

 ‘Maji Ni Maisha’ which means ‘Water is Life’ in the Swahili language of eastern Africa. This video 

tells the story of an innovative project that is increasing access to clean and reliable water supply for 

rural communities in Kenya, using a blend of commercial finance and an output-based subsidy. The 

project is helping small community-based water providers access the finance they need to improve 

existing water systems and connect poor households to piped water supply. It is showing that 

investing in community water projects can be viable for commercial banks. Following a successful 

initial pilot, the scheme is being expanded nationally and will target over 165,000 beneficiaries in 55 

communities. The Kenyan microfinance institution has since lent out US$1 million to 10 community 

water projects, which have completed implementing their projects and have received subsidies. 

These investments have increased the number of water connections from 2,900 to 5,300. 

 

Introduction 

Access to rural water supply remains low in Kenya. In particular, access to piped water has only 

increased from 9 to 10 percent of rural households over the past eight years. Small community-

based water providers are seen as part of the solution and are supported by the Water Sector Act of 

2002, which introduced regulatory and tariff reforms. However these small water projects lack 

funding, especially to improve existing systems.  

 

In 2006, the Water and Sanitation Program (WSP) Africa began to work with a local microfinance 

bank, K-Rep Bank, to explore structures under which a commercial financier would be interested in 

providing loan finance to small community-based water providers. The aim was to demonstrate that 

microfinance has an innovative and beneficial role to play in financing small water infrastructure, 

and that efficient and sustainable community-managed water systems could play a key role in 

improving access to water services in rural and peri-urban areas. 

 

The project succeeded in financing investments worth US$1.3 million in ten projects, and disbursed 

a total US$430,000 in infrastructure subsidies. An additional grant finance of EUR 1.5 million was 

secured from the European Union. The approach has shown that leveraging donor funds not only 

increases the volume of investments financed but also improves the sustainability of the 

interventions by linking debt service to system functionality. It also demonstrates that microfinance 

http://www.youtube.com/watch?v=pRx8M5hmmfU
http://www.k-repbank.com/
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has an innovative and beneficial role to play in financing small water infrastructure, and that efficient 

and sustainable community-managed water systems could play a key role in improving access to 

water services in rural and peri-urban areas.   

Description of the Case Study – Approach or technology 

 K-Rep Bank, a Kenyan-based micro-finance institution, is the lead agency for the project. It 

approves loan applications, oversees disbursements, and recovers the loans it provides to 

the communities. 

 The community-based water service providers develop, own, and manage the water assets. 

 The Water Services Boards (created under the 2002 Water Act) provide service provision 

agreements to the communities. Under the Water Act 2002, Water Sector Boards (WSBs) 

are mandated to provide water services and ensure that consumers within their region have 

access to water for human consumption. WSBs do not directly engage in the provision of 

water supply services but license water services providers and communities to do so. 

 An independent project audit consultant verifies the pre-agreed outputs. 

 Global Partnership on Output-Based Aid (GPOBA) funds the output-based subsidies. 

 Water and Sanitation Program provides capacity support throughout the project cycle. 

 Public-Private Infrastructure Advisory Facility (PPIAF) finances grants to enable the 

communities to contract consultants for project development and implementation. 

 WSP and PPIAF also develop credit assessment tools to enhance the lender’s capacity to 

assess credits risks. 

 

Main results and lessons learnt 

The original pilot project targeted 21 subprojects, representing a total investment of about US$2 

million, in five districts around Nairobi. Maji Ni Maisha has since expanded to a national scale, 

targeting over 165,000 beneficiaries in 55 communities, using additional funds from the European 

Union’s Water Facility. The Kenyan microfinance institution has lent out US$1 million to 10 

community water projects, which have completed implementing their projects and have received 

subsidies. These investments increased the number of water connections from 2,900 to 5,300. 

“This project is an important innovation because it’s leveraging private sector finance to extend 

water infrastructure in Kenya,” says John Zutt, World Bank Country Director for Kenya. “The project 

is successful and has the potential to be replicated across Africa.” 

 

Conclusions and Recommendations 

The pilot project combines a number of innovations: use of microfinance to leverage commercial 

resources; an output-based aid structure to ensure appropriate incentives; and the development of 

a market for business development services to increase sustainability of small water projects. 

The blend of commercial finance and an output-based subsidy is an innovative way to increase 

sustainability of small community-managed water supply projects. The project shows that subsidies 

can be leveraged by two and half times to secure co-financing from the private micro-finance sector 

in order to expand water supply infrastructure in peri-urban and rural areas.  

The experience in Kenya is drawing interest from Indonesia, Mali and Senegal, where similar 

mechanisms are being developed to leverage additional finance from the domestic private sector to 

http://ec.europa.eu/europeaid/where/acp/regional-cooperation/water/index_en.htm
http://ec.europa.eu/europeaid/where/acp/regional-cooperation/water/index_en.htm
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improve the delivery of water services.  
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