Rural Water Supply and Environmental Programme in Amhara Region

COMMUNITY DEVELOPMENT FUND
Summary of achievements and disbursement process

1. About the Community Development Fund
Put simply, the Community Development Fund (CDF) is a grant for the construction of community managed water points. However, unlike direct community support, the CDF is disbursed through a microfinance institution (ACSI) on demand from communities which are supported by the Woreda Water Resource Development Teams. It’s a triangular partnership which results in a win-win situation. 
The CDF projects have been found to be more efficient than projects financed by direct fund support method. In the CDF system the procurement is much faster than in direct fund support and it is done by WATSANCOs (the communities’ water management body) at their locality (Woreda). This improves the communities’ capacity to implement their projects but it also improves the supply of material and equipment by the private sector. In CDF projects, the simplified procurement system is in place as a result of training and continuous supervision. Due to the CDF, the efficiency of the Woreda Water Resource Development Team increased. This is clearly indicated by the increased number of water points constructed in one budget year and also the projects are completed with less period of time (1.5 to 2 months per water point).
Since the CDF introduction in two woredas in EFY 1996, the average implementation of water points per woreda has increased from an average of 25 per year to an average of 54.6 water points in 1999 in 10 woredas. This is also translated in the ability to serve 215,000 new users every year keeping up with population growth (see Figure 1 and Table 1).
The number of applications and requests from communities keeps increasing but some woredas have reached their construction capacity of 2.5 water points per staff per month (considering the construction months are from January to June).
Figure 1: RWSEP water coverage increase EFY 1988-1999
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Table 1: RWSEP rural water coverage and CDF completed projects EFY 1998
	Woreda
	RWSEP coverage 1998 (users water points)
	Rural population 1999
	RWSEP rural coverage %
	CDF Implementation projects completed 1998

	Y/Densa
	110,943
	355,254
	31
	110

	Dega Damot
	74,267
	186,109
	40
	84

	Guangua
	51,658
	197,948
	26
	75

	Ankesha
	43,997
	225,911
	19
	49

	Estie
	75,959
	339,816
	22
	47

	Farta
	72,315
	246,145
	29
	41

	B/D/Zuria
	52,097
	259,960
	20
	41

	Fogera
	67,636
	216,511
	31
	37

	Enebsie
	73,032
	147,360
	50
	34

	Dera
	130,985
	230,090
	57
	28

	Average
	752,889
	2,405,104
	31.3
	54.6


2. Financial management responsibilities
The main requirement of the financial management is that communities through the WATSANCO will be fully responsible for the funds allocated to them during the construction phase (including procurement) which encourages decentralization of financial management and efficient use of funds.
ACSI (Amhara Credit and Saving Institution) is the microfinance institution for channelling funds to CDF projects. This is because as compared to other financial institutions i.e. CBE, DBE and CBB, ACSI is found to be the only institution which is willing, has the capacity and the geographical distribution (outreach to the poorest communities) for this purpose. 

The consulting company (Rambol-Finnconsult) signed a Tripartite Agreement with the Bureau of Finance and Economic Development and ACSI. The agreement stipulates the responsibilities and authority of each party in relation to the CDF.

3. Bank accounts

There is one regional CDF account in ACSI Bahir Dar and a separate account at each ACSI sub-branch (Figure 2).
Figure 2: Flow of Funds for Water Point Construction Projects
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There is one CDF Board account at woreda level to be opened by CDF Board members in the nearby ACSI sub-branch. This account is:

· Opened by the CDF Board chairperson or his representative, the Woreda Agriculture & Rural Development Office Head and the Woreda Water Resource Development Team Leader. The account is to be opened in such a way that any of the two signatories can operate the account.

· A non – interest gaining account

· For the transfers to WATSANCOs account only but no cash withdrawals allowed by signatories

· Replenished monthly or up on justifiable requests from the Woreda CDF Board through transfers from ACSI Head Office CDF account.

Each water point has two accounts opened by the WATSANCO in the nearby ASCI sub-branch.
The first account is a WATSANCO savings account for depositing the initial cash contribution and accumulating future savings on collected water fees. This account:

· Is opened before the community submits the project application or just after the field appraisal

· Is an interest gaining account to be linked to a credit facility.
The second account is a WATSANCO CDF account for depositing CDF/GoF contributions allocated for the construction of the water point. This account:

· Is opened after the project is approved by the woreda CDF Board and signing of the Funding Agreement

· Is opened by authorization letter written by the Chairperson of the Woreda CDF Board to the near by ACSI sub-branch

· It is a non-interest gaining institutional account

· It requires a letter of authorization from the Woreda Water Resource Development Team Leader for the WATSANCO to withdraw money from this account

· It will be suspended when the water point construction ends until the date of due retention payment

· Upon suspension any balance remaining in the account will be returned to the Woreda CDF account.

· It will be closed after the retention payment is paid.

3. Financial Disbursement Procedure

3.1 Transfer from the Consultant/RWSEP account to the Woreda CDF Board account
Initial disbursement requests and monthly financial reports (for instalments other than the first), summary of signed funding agreements (in case of first instalment) will be sent to the consultant/RWSEP from the Woreda CDF Board. Based on the reports and requests from the Woreda CDF Board, the consultant from Bahir Dar gives instruction to the ACSI Branch Bahir Dar Office to transfer money to the Woreda CDF Board account.

3.2 Transfer from the Woreda CDF Board account to the specific water point account
WATSANCOs submit the necessary documents and make transfer/release request to the woreda CDF Board (submit to the CDF supervisor). When WATSANCOs are requesting funds to be transferred from the Woreda CDF Board account to the water point account, the following documents must be attached with the request:

· Properly filled in fund transfer request/release form (Annex ZD of the CDF guideline).

· WATSANCO account report prepared in two copies one will remain with the project file and one will be returned to WATSANCOs (Annex N of the CDF guideline).

· Original receipts of the payments made by WATSANCOs since the previous payment request was submitted.

· Payment certificates and other supporting documents such as minutes of a meeting, Proforma etc. if necessary

All the documents submitted by the WATSANCOs with the fund release request are checked and approved by the Woreda CDF Supervisor and the Woreda Water Resource Development Team Leader respectively. If the reports, requests and receipts from the WATSANCOs are found to be correct, the CDF supervisor receives the original receipts and signs them on the backs/top, and gives to the WATSANCOs an acknowledgement of receipt of accounts and a format filled and signed by him listing the receipts he has received from the WATSANCOs. Figure 3 summarises this process.

Figure 3: CDF fund disbursement process
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After reports, request and receipts are checked and approved, depending on the status of the water point account and the Woreda CDF Board account, the following three possible cases can happen for the WATSANCO to withdraw the money and pay to relevant person.
A) If the specific water point account has enough money:

· If the specific water point account has enough money, the Woreda Water Resource Development Team Leader writes a letter of authorization (Annex U of the CDF guideline) to ACSI sub-branch that the signatories of the specific water point account to withdraw money from the water point account.
· The WATSANCO withdraws the money and can pay for suppliers, contractors and/or artisans.

B) If the specific water point account does not have enough money but the Woreda CDF Board account has enough money:

· If the specific water point account does not have enough money but the Woreda CDF Board account has enough money, the signatories of the Woreda CDF Board account will give instruction (Annex Z of the CDF guideline) to ACSI Sub-branch office in the woreda to transfer money from the woreda CDF Board account to the specific water point account.

· The Woreda Water Resource Development Team Leader writes a letter of authorization (Annex U of the CDF guideline) to ACSI sub-branch that the signatories of the specific water point account to withdraw money from the water point account.

· The WATSANCO withdraws the money and can pay for suppliers, contractors and/or artisans.

C) If neither the specific water point nor the Woreda CDF Board account has enough money:

· If neither the WATSANCO nor the Woreda CDF Board account has enough money, the Woreda CDF Board will request the consultant in Bahir Dar to send money to the Woreda CDF Board account. 

· As soon as the money reaches in the woreda, the signatories of the Woreda CDF Board account will give instruction (Annex Z of the CDF guideline) to ACSI Sub-branch office in the woreda to transfer money from the woreda CDF Board account to the specific water point account.

· The Woreda Water Resource Development Team Leader writes a letter of authorization to ACSI sub-branch that the signatories of the specific water point account to withdraw money from their account.

· The WATSANCO withdraws the money and can pay for suppliers, contractors and/or artisans.

The money will be disbursed from the woreda CDF Board account to the water point account in three or four instalments excluding retention. The first instalment will be disbursed in not more than three weeks after the Funding Agreement has been signed. For water points whose construction is progressing very well and which make payments timely there is also a possibility to release the money in three transfers mainly by releasing the third and fourth transfer together up on WATSANCO’s request and approval of the CDF board/supervisor after evaluation.

Figures 4 and 5 summarise the project cycle for preparation and implementation.

Figure 4: CDF Project cycle for preparation
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Figure 5: CDF Project cycle for implementation
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4. Communities demand and contribution in CDF
In most of the Woredas and Kebeles the administration and sector offices as well as private sector have been extremely supportive and have participated in the CDF promotion and implementation actively and voluntarily. The approach is absolute demand driven. However, the demand from the community has been more than the Woreda’s supervision and support capacity. 

Up-front cash contribution has been much higher than expected. From the estimated O&M requirement of Birr 530 for a Hand Dug Well and Birr 460 for the Spring Development, communities’ deposits have gone much higher, even up to Birr 2,500 per water point. Household contributions have varied from Birr 20 even up to Birr 100. However, there are community members who can't afford even the minimum cash contribution. In such situations, in order to avoid marginalizing the poorest members of the community, communities have their own coping mechanisms, such as setting different contribution rates based on the economic status of each household or by collecting cash from the community members who have cash at hand. Later on these community members are reimbursed from others when the cash will be available (during harvest period). In some cases those who cannot afford cash contribution will contribute more labour during the construction.

The communities’ motivation to carry out construction management has been very high and the management has been very efficient. Community members have executed the new approach eagerly and honestly. The required 15 % community contribution from the total investment costs has increased even up to 45% average being more than 20%.

Even though the funds for the actual construction have not been immediately available at ACSI after the signing of the Funding Agreement, communities have still started the construction process without any delay by procuring transport service and materials on credit basis from the material suppliers. 

During the promotion and training of WATSANCOs the inclusion of Kebele leaders and artisans has guaranteed full cooperation from the Kebele administration and private sector and also material suppliers have been actively marketing their products to the communities. Material transport to the villages where roads are not available has been organized by the communities alternatively by using mules, donkeys and donkey carts.

Direct community level procurement has reduced the time for material procurement as in the CDF approach the strict government procurement regulations need not to be followed. Communities’ pro-activity and project initiation from the beginning to the end has dramatically increased compared to the old direct funded support approach.

By providing funds to the community, problem solving capacity at community level has increased as after the project they are able to use their skills in other development needs. The time needed for construction has decreased from 60 days to 28-35 days. In CDF implementation the material wastage is minimized and procurement transparency is high. 

The women leadership in financial and construction management has increased and more and more women have taken the leadership of WATSANCO.  The community’s ownership of their own water supply has increased. This is shown by good fences, good guarding, increased amounts in the savings account, prompt tariff collection, cleanliness of the water point.

5. Key lessons from CDF assessment

Communities are able to use and manage their financial and other resources through sustainable systems & structures

Before the construction starts, communities have been trained for the construction management and after the training communities will be trained for operation and maintenance management, sanitation and hygiene education and environment protection issues. These are some of the main points, which justify that communities are able to use and manage their resources for sustainable management:
· Cash collection bill is used to collect user fees (printing of these bills is now managed by the Woredas)

· Each WATSANCO has a saving bank account to deposit collected fees

· Communities are maintaining their water point by withdrawing cash from their account

· WATSANCOs have a by-law to manage their water point

· A clear financial & property management system is in place

Communities are able to identify and mobilize alternative sources of financing

Some WATSANCOs are devising a mechanism to diversify their income source on top of user fee collection, such as sale of grass, vegetables, and tree seedlings produced in the water point compound. Some water points are earning additional income from shower service & cattle trough service. These may be alternative sources in future for financing other community development projects by the community.

CDF projects are managed more efficiently and effectively than direct fund support projects

In CDF projects, the cost effectiveness is increased by decreased project costs. This is achieved by saving materials (less material wastage). Material savings are coming from the new construction process, where the material need per project is estimated at the time when digging has been completed and the reliable amount of water supply has been confirmed. Therefore the community is able to purchase the exact amount of material needed for the project. In CDF projects the external budget support is also decreased, meaning that an increased amount of the project costs are financed by the community. 

Cost effectiveness (fast way of transferring funds and effective way of using the funds) and construction effectiveness (less time used for construction and materials saved) provides and increased opportunity to meet Millennium Development Goals. In some woredas the number of water points constructed annually doubled. Before the CDF approach, the annual average woreda water point construction speed was 20-30 water points. At the moment, the average woreda water point construction speed in CDF woredas is 50-60 water points. One woreda has even reached 110 water points per year.

CDF projects are managed more transparently than direct fund support projects 
The transparency in direct fund support projects was missing between woreda and WATSANCOs. In direct fund support projects WATSANCOs had no idea how much materials were procured and supplied for their project and even less idea how much these materials cost. 
Due to the various reasons summarized below the transparency in CDF projects has increased:

· CDF Board members & WATSANCOs are aware of processes, designs, materials and costs, because training is provided to them before implementation starts

· WATSANCOs are elected democratically by the user community

· Site selection is done by the user community during field appraisal

· Approved budget is known by WATSANCO members, accordingly, Funding Agreement is signed and community members briefed

· The type & quantity of Community contribution is known and agreed by the community before the start of implementation

· Clear financial & procurement guideline is in place and known by the community

CDF has the potential to be developed into an ACSI product which other donors and NGOs can use to channel their funds and implement their activities
As more woredas and communities use the CDF and become accustomed to the process, the faster replication takes place. WATSANCOs Savings Accounts are growing at ACSI, and many water users open their personal savings accounts reducing their vulnerability. As part of its diversification strategy ACSI is also interested in developing the CDF approach as a package, providing it's own training and promotion in the near future. At the moment, there is a detailed manual for CDF implementation which can be adapted by other programmes. For instance, an NGO in the Amhara Region will start adapting and expanding the approach not only to the water sector but also to the agricultural and irrigation sectors. The RWSEP team is available and willing to support any other donor or NGO wishing further information and advice.
Contacts for further information:

RWSEP, P.O Box 57, Bahir Dar, Ethiopia

Telephone: 
+251-(0)582-200 775

Fax: 

+251-(0)582-201 496

E-mail:

rwsep@ethionet.et














































� This document has been prepared by Mr. Arto Suominen from Rambol-Finnconsult (e-mail: � HYPERLINK "mailto:rwsep@ethionet.et" ��rwsep@ethionet.et�) and Mrs. Catarina Fonseca from IRC – International Water and Sanitation Centre (e-mail: fonseca@irc.nl)








PAGE  
10
Rural Water Supply and Environmental Programme in Amhara Region – October 2006

