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The Sanitation & Hygiene Fund

As we emerge from a devastating global pandemic, we must change the way we view, and invest in, sanitation and hygiene.
We have an opportunity to recognize the value of safe and sustainable sanitation and hygiene facilities and leverage it to
build strong and sustainable sanitation economies. Alongside, we also have an obligation to invest in menstrual health and
hygiene, contributing to the removal of the limitations faced by so many women and girls in managing menstruation.

This is the vision of the Sanitation and Hygiene Fund (SHF) that | have the privilege to serve as Chair of the Board. The SHF
islooking to infuse renewed vigor - and investment - into achieving SDG 6.2; achieving access to adequate and equitable
sanitation and hygiene for all, with a focus on women and girls.

1out of 3 people around the world, even today, have no access to the basic practice of hand washing with soap. And every
day, hundreds of millions of people, including children, struggle to fulfill their most basic human need with privacy and
dignity as they do not have access to a toilet and defecate in the open. For women and girls, looking to menstruate safely and
hygienically the absence of a toilet and a place to wash, can have devastating ripple effects on health, education, safety and
well-being. Thisis unacceptable and we need to act now.

Together with partners, the SHF is catalyzing national sanitation economies and creating investment opportunitiesin
sanitation and hygiene to deliver incredibly high social returns in health, education, gender equity and job creation as well as
providing financial returns to investors.

Safe, secure and sustainably managed sanitation, handwashing and menstrual hygiene facilities keep children, particularly
girls, in school; people injobs; and communities - and economies - healthy and thriving.

On arapidly warming planet, where people and infrastructure are increasingly vulnerable to climate shocks and crises, we need
tourgently work together to ensure families, schools, health care facilities and communities have access to safe, sustainable
and climate-resilient sanitation and hygiene facilities. We need to protect household toilets from being washed away in
recurring floods or damaged by other climate events. The challenges associated with lack of access to menstrual hygiene
products not only erode women's dignity, but also our chance to build aninclusive, equitable and sustainable future for all.

Our ambition is high, but the stakes are higher. Through the strategy detailed in this document, | believe the SHF is well set up
to bring aunique added value to the global effort by combining a deep experience of sanitation, hygiene and menstrual health
with technical, service and financial innovations which will allow our combined efforts to go to scale.

We look forward to working with you to deliver on the SHF's vital mission. Thank you.

Sincerely

Cecilia Akintomide
Chair,
The Sanitation and Hygiene Fund




Responding to

a Global Crisis

The world is facing a global crisis in sanitation, hygiene and
Menstrual Health and Hygiene (MHH) that calls for urgent
actionand innovation. In 2020, 3.6 billion people lacked safely
managed sanitation services and under the current trajectory,
universal access to adequate and equitable sanitation and
hygiene has no chance of being achieved by 2030.!

Menstrual health and hygiene has been woefully overlooked
and is still not yet seen as sufficiently important to tackle,
leaving millions of women unable to manage their menstrual
health safely.

The COVID-19 pandemic has highlighted the global
importance of ensuring everyone has access to better
hygiene and sanitation while the climate crisis threatens
to undermine the sustainability of existing and future
investments.

Sustainable Development Goal (SDG)6 - the goal of ensuring
water and sanitation for all by 2030, has a number of targets
that go beyond household water and sanitation services to
include all aspects of the water cycle, including its impact on
food production, energy, goods and services.2 However, the
Sanitation and Hygiene Fund (SHF)is dedicated only to SDGS,
Target 6.2, achieving access to adequate and equitable
sanitation and hygiene for all, especially women and girls.
Whilst we do not focus on water, achievement of Target

6.2 contributes greatly to the overall goal (for example, to
drinking water, wastewater, ecosystems and water quality).

In the SHF we believe that financial innovations, market-
based approaches and engagement of the public and private
sector, combined with country leadership and strengthened
public investment, can deliver a thriving Sanitation
Economy to drive the pace and scale needed to meet
national targets. However, in many countries, market-based
approaches to sanitation, hygiene and menstrual health are
nascent and the benefits of the sanitation economy are yet
to berealized.

As the only dedicated UN fund of its type and scope, the
SHF fillsanimportant gap in the sector by focusing on the
building of robust national sanitation economies, with
significant opportunities for very high social returnsiin
health, education, gender equity and job creation as well as
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financial returns to investors. Crucially, by catalyzing the
sanitation economy in partner countries in Africa and Asia,

we seek to incentivise and stimulate new public and private

investment into the sector which will be more sustainable.

Market-based Sanitation and the
Sanitation Economy

Market-based Sanitation(MBS)is a development
approach to improve sanitation in a country by building
the sanitation market of goods and services for

which the customer makes a full or partial monetary
contribution (with savings and/or cash equivalents)
toward the purchase, construction, upgrade, and/or
maintenance of their toilet from the private sector. It
does this by strengthening domestic private sector
supply of and stimulating and activating customer
demand for sanitation goods and services.?

The Sanitation Economy approach places an economic
value on toilet provision, products and services, waste
generated resources, health data and information and
isanimportant revenue generating sector inadvanced
and middle income countries. Aninclusive sanitation
economy, that takes into account the specific needs

of the poor and vulnerable, provides benefits across
business and society. The Sanitation Economy,“ which
includes handwashing and menstrual hygiene, is made
up of three elements:

The toilet economy which includes sanitation
product and service innovation to provide toilets fit
for purpose for all contexts and incomes;

The circular sanitation economy where human
waste is turned into a profitable commodity, feeding
into a circular economic system that replaces
traditional waste management; and

The smart sanitation economy involves digitised
sanitation systems that optimise data for operating
efficiencies, maintenance, plus consumer use and
health information insights.®



The SHF mission is to catalyze vital investment into global
sanitation and hygiene services to contribute to the world’s
commitment that everyone will have access to adequate and
equitable sanitation and hygiene with the specific needs of
women and girls, including menstrual health and hygiene
(MHH), accounted for.® OQur presence is critical because
global progress on achieving safe sanitation’ and hygiene®
islagging due to insufficient finance and there is an urgent
need to create more opportunities for further public and
private investment into the sector.

The SHF will utilize innovative financial approaches to
catalyze national sanitation economies. By doing this
the SHF will support countries to increase the number
of individuals with inclusive and sustainable access to
improved sanitation, hygiene and MHH, by:

« Increasing the volume of investments in the sanitation
economy and;

« Realizing the full value of national sanitation economies;
delivering inclusive and sustainable goods, services and
jobs.

Importantly, the SHF strategy builds on the United Nations
SDG 6 Global Acceleration Framework.® Launched in 2020,
the framework aims to deliver fast results at an increased
scale. Acting as a unifying initiative, under the coordination
of UN-Water, it brings together the international community
in support of national responsibilities and country demand.
The framework focuses on five accelerators: optimized
financing; improved data and information; capacity
development; innovation; and governance.®

Working across these accelerators, the SHF will deliver
tangible impacts for individuals and society, ensuring that
our efforts enhance and accelerate, not duplicate, the
contribution of others.

At the country, regional and global levels, national
governments already work closely with well established
partners, including civil society, research and learning and
external support agencies, encompassing the UN family,
multilateral banks and donors. There is a significant gap in
funding however and this strategy sets out a country-led

approach to narrow this funding gap by detailing the SHF
focus, funding model and contribution to SDG6 impact,
which underpins several other SDGs.

The SHF will work with partners to expand public and private
sector investments to provide access to toilets and hygiene,
including handwashing and menstrual health for everyone. This
will result inimproved health and well-being for all, particularly
women and girls, infrastructure in schools to encourage
attendance and retention, job creation and economic growth
and a clean and sustainable environment.

In doing this we contribute to the guiding principles of
‘leave no-one behind’, transparency and accountability,
evidence-based decision making, human rights and
international collaboration for aid-effectiveness and
delivering value for money.

Responding to a Global Crisis



The State of Sanitation,
Hygiene and Menstrual

Health today

A critical gap in everyday life for
people, families and communities

Access to water and sanitation are recognized by the United

Nations as a humanright, reflecting the fundamental nature
of these basicsin every person’s life. Yet, global progress on
achieving safe sanitation and hygiene, is lagging and lacks

urgency.

Under the current trajectory universal access to at least
basic sanitation services, let alone the more challenging SDG
target of safely managed sanitation services for all, will not
be achieved by 2030. Instead, at the current rate universal
access to basic sanitation will only be achieved in 2043
and the SDG 6.2.1indicator of safely sanitation will not be
reached until the 22nd century.”

In 2020, almost half of the world’s population - did not
have access to safely managed sanitation services. Of this
number 1.7 billion did not even have basic services and 494
million practiced open defecation, with rural populations
accounting for over 90% of those defecating in the open
and two thirds of those without access to at least basic
sanitation.”

Today, 1in 3 people globally do not have basic hand washing
facilities with soap and water at home,” and on any given day
around 300 million women and girls menstruate but often do
not have the means to manage their menstrual health and
hygiene (MHH) safely.™

The State of Sanitation, Hygiene and Menstrual Health today

Menstrual Health and Hygiene (MHH)

Menstrual Health and Hygiene encompasses the
broader systemic factors that link menstruation with
health, well-being, gender equality, education, equity,
empowerment, and rights. These systemic factors
have been summarised by UNESCO as: accurate and
timely knowledge; available, safe, and affordable
materials; informed and comfortable professionals;
referral and access to health services; sanitation

and washing facilities; positive social norms; safe
and hygienic disposal; and advocacy and policy.
Governments have a key role in setting requlations for
menstrual materials, taxation considerations and for
determining the impact of policy proposals such as
free sanitary padsin schools.”

The human cost of not having access to these basic services
impacts physical and psychological health, education,
employment and social participation.’”® Within populations,
certain groups of people feel this more severely because
they are systematically denied opportunities and resources
that are available to other members of the community
because of their exclusion from social, economic, cultural
and political life due to who they are, where they live or
what they believe. Furthermore, global sanitation and
hygiene numbers mask notable disparities around the
world, disparities that could deepenin coming years with
increasing urbanization. By 2050, 68% of the world’s
population will live in urban areas - an increase of 2.5 billion
people.” Almost 90% of this increase will take place in

Asia and Africa, putting further strain on already stretched
sanitation and hygiene systems, particularly in informal
settlements and secondary towns.

To ensure a sustainable, equitable and climate-resilient
future for all, it is critical that we address the global
sanitation and hygiene crisis with particular attention to
equality and nondiscrimination.



Global disparities in
access to basic sanitation™
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Infographic 1: Global disparities in access to basic sanitation

Key facts and figures
The global sanitation and hygiene numbers mask These disparities are even more stark in certain regions.

big disparities across the world. In 2019, globally

«  Almost half of the people(1.7 billion) who still lacked
« more than1in 3 schools - affecting around 698 million access to even basic sanitation services at home lived in

children - lacked basic sanitation services.” Sub-Saharan Africa and two thirds lived in rural areas.

» 818 million children lacked basic hygiene services at «  More than half of all schools in Sub-Saharan Africa did

their school.?® not have access to even basic sanitation and 41% rural

schools had no hygiene service.*
« 1in10 healthcare facilities globally do not have any

sanitation services and 1in 3 do not have hygiene
services at points of care?'. Approximately 70% of
healthcare workers do not routinely practice hand
hygiene??.

More than 70% of health care facilities had no basic
sanitation services in Sub-Saharan Africaand 30% had
no hand hygiene facilities with soap and water at points
of care.”®

The State of Sanitation, Hygiene and Menstrual Health today



Safe sanitation, hygiene and MHH;
critical building blocks for achieving
the sustainable development goals

Billions of dollars are collectively invested by households,
governments and the international community to reach the
Sustainable Development Goals (SDGs). Across several key
interconnected SDGs, where benefits and opportunities
for women and girls are far reaching, the presence of safe
sanitation and hygiene can increase success of core objec-
tives, better protectinginvestmentsand outcomes. In partic-
ular there are close linkages between sanitation and hygiene
and the SDGs for water, health, education, gender, economic
growth and climate.

SDG 3 (Health)?® aims to ensure healthy lives and promote
well-being for all at all stages. Investing in sanitation

and hygiene contributes to reducing maternal mortality,
preventing deaths of new-borns and children under 5 years
of age; combatingillness including diarrhoeal diseases,
and increasing access to quality essential health-care
services.?’ In addition, MHH is inextricably linked to
adolescent health and nutrition as an essential aspect of
girls"and women'’s sexual and reproductive rights.2®

Sanitation, hygiene and MHH are also key to SDG 4
(Education)? which aims to ensure inclusive and

equitable quality education and promote lifelong learning
opportunities forall. The presence of gender segregated
toiletsin schools that work and are well maintained, helps

to keep girlsin school, enabling them to complete academic
studies and fully participate in sport. MHH education for girls
and boys contributes to girls’ life cycle and reproductive
health and nutrition and to life skills for both boys and girls,
building a culture of respect and dignity.

SDG 5 (gender)®® aims to achieve gender equality and
empower women and girls. Access to safe sanitation,
hygiene and MHH positively impact women’s and girls’
wellbeing, livelihoods and safety from reducing sanitation
related gender based violence to increased mobility and
freedom of choice, better health(including sexual and
reproductive health), improved education outcomes, and
better access to employment.
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Relationship between sanitation and global
healthrisks

The COVID-19 pandemic showed the world the
importance of safe, reliable and sustainable

access to handwashing facilities.* The presence

of safe sanitation and hygiene also helps stop the
transmission of infectious diseases such as cholera
(worldwide each year there are about 1.3 million to 4
million cases),%? ebola(the 2014-2016 ebola epidemic
recorded 11,300 deaths in Guinea, Liberia, and Sierra
Leone),** dysentery, hepatitis A, typhoid and polio.
Another large contributor to mortality in childrenis
pneumonia - anillness that kills 1.5 million children
eachyear and that has also been linked to poor hygiene
and sanitation.3*

Diarrhoeal diseases contribute to global child
mortality, causing about 10% of all deaths in children
under five years.®* WHO recently estimated that more
than 5% of all deaths in this age group in low-and
middle income countries could have been prevented
through reduction of exposure to inadequate drinking-
water, sanitation and hygiene.*® 60% of all deaths due
todiarrhoeain LMICs were estimated to be attributable
to WASH including 31% to sanitationand 12% to
hygiene, causing 829,000 deaths annually.*’

By reducing the incidence of infection particularly in
hospitals, effective sanitation and hygiene are also key
to curbing the spread of antimicrobial resistance (AMR)
which, according to estimates, could cost US $100
trillion between now and 2050, with the annual death
toll reaching 10 million over that period.3®



Empowering women through the sanitation economy?**

A fundamental objective of the SDGs is to achieve gender equality and empower women. The sanitation economy presents

opportunities to build on the positive correlation between gender equality and a country’s economic development.

Government and corporate strategic investment in women'’s entrepreneurship and women-owned businesses contributes to

astronger sanitation economy (from services through goods and supply chains)and can provide a route to female economic

empowerment. This will extend to including the local needs of women in sanitation and hygiene investment cases and

financing strategies to provide economic opportunities, ownership and choice, and removing barriers to discrimination and

participationin work, for example by providing access to capital and loans, and to managerial experience and addressing
obstacles posed by socio-cultural expectations and time availability.

Where do women and
girls need period
friendly toilets?

at school

athome

What makes a toilet period friendly?

Provides privacy
(doors, locks)

Water and soap is available to wash
hands, bodies and any reusable
products

Safe and conveniently located and
accessible for allwomen and girls,
including those with disabilities

at work '

at health
center

in public
spaces

$

’ 0 N\
Accessible during day and night

(area andinternal lighting)

Culturally appropriate menstrual waste
disposal option (dustbins, chutes, pits)

Public and community toilets should
be separated by gender, also provide
access to menstrual products and
have hooks, shelves and mirrors

How do women and girls benefit from period friendly toilets?

L %4

Increased overall well-being and reduced
psychological stress

Having accessto period friendly toilets
at all times makes menstruation aless

stressful experience

Increased ability to carry on with daily
educational, income-earning and social
activities

Period friendly toilets are critical to ensure
that girls don't miss schooland women can
go to work during their periods

Infographic 2: Empowering women through the sanitation economy
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Increased safety

With period friendly toilets, women and girls,
nolonger need to put themselves at risk

of violence when trying to dispose of their
menstrual waste in secluded places or under

the cover of darkness

The State of Sanitation, Hygiene and Menstrual Health today



SDG 8 (economic growth)“® promotes inclusive and
sustainable economic growth, employment and decent
work. Population projections show that by 2050, Africa
willaccount for 42% of all global births and almost 40%
of all children under 18. The need for strong economies
and a growing pipeline of jobsis urgent and in this context
sanitation, hygiene and MHH present a considerable

economic growth opportunity. It has been estimated that
every US Slinvested in improved sanitation translates into
an average global economic return of US $5.5, more than
double the economic return on water spending (US $2) or an
overall estimated gain of 1.5% of global GDP.*?

The economic cost of poor sanitation and hygiene

Sanitation related loss of productivity, such as missed workdays, costs some countries over 6% of their gross domestic

product (GDP), thereby costing individual countries billions of dollars each year.*®

The COVID-19 pandemic has been devastating especially for countries and households already facing multiple

hardships. Before the pandemic, the IMF estimated that 44% of low income developing countries were at high risk or

in debt distress. The pandemic has put increased strain on ministries of finance and external debt service obligations

and many countries have reached unpayable levels, even without consideration of the need for climate adaptation and

resilience.**

Achieving universal access to basic hygiene and sanitation can unlock annualized net benefits of $45 billion and $65

billionrespectively. Achieving universal access to safely managed sanitation might even result in annualized net

benefits of $86 billion.*®

Sanitation, hygiene and MHH also provide opportunities

for employment. Jobs are created when people build,
rehabilitate, improve or maintain sanitation and hygiene
infrastructure in households, health care facilities and
schools, work for businesses that provide access to
sanitation, hygiene and MHH products and/or engage in
education and outreach activities, for example, related
toraising awareness about COVID-19 and its prevention.“®
Overall, three out of every four jobs worldwide are water-
dependent,* which includes substantial employment
associated with the management of waste-water and faecal
sludge and the broader sanitation economy.“® Workers in

all sectors depend on access to sanitation and hygiene
facilities at their workplace and, in addition, women depend
onaccess to MHH, making sanitation, hygiene and MHH
essential factors for job creation, livelihoods, and sustained
economic development and growth.
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SDG 13 (climate)“, specifically climate resilience -
Low-income households often have toilet and hygiene
facilities that are not able to withstand the shocks and
stressesimposed by climate events such as floods,
windstorms, storm surges, and sea-level rise. When

these events happen, toilets are washed away and human
waste contaminates the environment. To prevent this,
communities need to build resilient sanitation and hygiene
infrastructure and as far as possible, invest in systems

that help prevent climate change. For example, a nature
based sanitation system that offersresilience, can also use
human waste productively, by producing water and fertilizer
for agriculture, reducing emissions and using biogas for
creating green energy.

Yet climate change impacts on sanitation and hygiene
services have not received sufficient attention or
investment.5® Changing this situation requires comprehensive
inter-sectoral efforts to include sanitation in the design of
Climate National Adaptation Plans, infrastructure design,
resilience planning and innovative financing.



Linkages between sanitation and

hygiene and the SDGs

Anticipated impact areas
and outcomes

SHF will simultaneously drive impact across a range of social, economic,

and environmental dimensions that extend far beyond SDG 6.2

Increased climate-resilience of household
and public infrastructure

through environmentally sustainable and
climate resilient S&H and MHH products and
services

Inclusive and sustainable access to
improved sanitation, hygiene, and
MHH in line with SHF’s core mandate

/Q\G
o 1=

Increased opportunities for
women and girls
by removing S&H and

. Job creation and economic growth
MHH-related barriers to greater 9

th h i t f
participationin all spheres of life rough aprospering ecosystem o

sanitation economy businesses

Improved educational attainment
through better access to S&H and
MHH in schools, especially for
women and girls, and vulnerable
populations

Gender \

Good health & Quality
well-being Education Equality
MI |
3
We W @ \
6 8 13
()B ‘ Lower spread of

Covid-19 and other

Decentwork & Climate Action & transmissible diseases
economic Resilience

Growth

Clean water &

sanitation through greater access

to proper hygiene and

Improved enabling environment for
sanitation economy investments thanks to
conducive policy and regulatory landscapes,
better data and tracking, etc.

safely-managed S&H
and MHH

Infographic 3: Linkages between sanitation and hygiene and the SDGs
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Commitments to funding in Sanitation and Hygiene (SDG 6.2)

The currently available funding for sanitation and hygiene falls considerably short of the global need, and in many countries
systems to support the sector are weak and lacking investment and capacity. The 2019 UN-Water Global Analysis and
Assessment of Sanitation and Drinking-Water (GLAAS) findings show a shortfall in funding of 74% for urban and 59% for
rural albeit ona sample of 20 countries.5' For certain countries this funding gap can translate into billions of US dollars.5?

Shortfall in funding for reaching urban and rural sanitation targets®?

3000 —
2500 —
2000 —
2]
[
.2
£ 1800 — Funding gap
>
(o)
2 74%
1000 —
500 __ Funding gap
(o)
59%
0 —
Urban Rural
sanitation sanitation
(n=12) (n=11)

. Annual available funds

Annual additional funds needed to reach targets

Infographic 4: Shortfall in funding for reaching urban and rural sanitation targets
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However, countries are increasingly making commitments
to better support national targets for safe sanitation and
hygiene. At the global level, sector and finance ministers are
convening around the Sanitation and Water for All (SWA)3*
platform to make their commitments, call for greater funds
and share learning. At the policy level the GLAAS country
survey shows that 94% of countries surveyed had national
policies for sanitation and 79% for hygiene.%®

These policies and stated ambition now need to be translated
into robust, realistic investment cases and financing
strategies with investable propositions that can attract

new public and private sector investment, while ensuring
that existing funds are being used in the most efficient and
effective way. Only six countries of those surveyed for the
GLAAS report said they had fully costed plans with enough
financial and human resources for urban sanitation and only
three reported fully costed plans with sufficient financial
and human resources for rural sanitation. Without credible
investment cases and country specific financing strategies
the sectoris not attractive to investors. The perceived risks
are seen as too great whenreturn on investment is poorly
understood. When data fails to satisfy investor expectations
the capital goes elsewhere. Having the required data and
clearly identified investable propositions, the sector will be
inastronger position to start to attract domestic and/or
international development and private financing. Likewise
the SHF will be better placed to assess the opportunities and
risks of its funding.



SHF: Catalyzing the
Sanitation Economy

Investment in the Sanitation Economy, from both public
and private sectors, has the potential to revolutionize how
people receive and value sanitation, hygiene and MHH
access. By convening the expertise of the WASH sector

SHF focus

The SHF's starting point is to see sanitation, hygiene and
menstrual health as having value and opportunity for
individuals, the economy and the environment. Knowing
this value, encapsulated in the sanitation economy, helps
governments and investors to see the task of improving
sanitation and hygiene as not only an opportunity for
building human capital but also for accelerated economic
growth and jobs.

The estimated value of sanitation and hygiene, assessed
through modeling alocal context, presents enormous
opportunities. For example, adopting a circular sanitation
approach has the potential to unlock 3.8 trillion litres of

and the advances made in innovative financing, especially
in other sectors, the world has an opportunity to catalyze
national sanitation economies and take effective sanitation,
hygiene and MHH solutions to scale.

human waste every year from toilets and sanitation systems
forreuse in the wider economy.%” Framing sanitationin

this way also positionsits value in the green and circular
economies and climate finance discussions. In Kenya, for
instance, the sanitation economy is valued at USD 3.2 billion,
with an estimated growth potential of USD 6.2 billion in 2030.
In Nigeria, the growth is calculated from USD 6.2 billion to 26
billion in 2030.5¢

The potential is tremendous and this is why SHF is working
to catalyze national sanitation economiesin Low Income
Countries(LICs)and Lower Middle Income Countries (LMICs).

SHF: Catalyzing the Sanitation Economy



The Potential of the Sanitation
Economy: A Pathway to Success®®
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Infographic 5: The Potential of the Sanitation Economy: A Pathway to Success
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The Sanitation Economy is a marketplace with multiple entry
points and opportunities®®
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Infographic 6: The Sanitation Economy is a rich marketplace with multiple entry
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How SHF achieves results

The SHF brings together the development and finance
worlds and we play a key role in assisting countries

to navigate and benefit from innovative financing
opportunities therein. Through our strategy, we pursue four
main strategic areas where we believe financing is urgently
required.

1. Scaling-up household sanitation and hygiene services -
these are usually off-grid, non-sewered solutions;

2. Addressing menstrual health® and hygiene®' gaps,
promoting gender equality and the empowerment of
women and girls;

3. Increasing sustainable water, sanitation, hygiene and
MHH services in schools and health care facilities; and

4. Supporting all forms of innovation which work towards
providing access to safely managed services for all.

Our funding principles

The SHF is focused on investments and opportunities
to deliver better sanitation and hygiene services, the
‘SH’ element of WASH - Water, Sanitation and Hygiene.
We do not work on drinking water infrastructure unless
in the context of sanitation and hygiene in schools and
healthcare facilities. Similarly, the SHF focuses on
off-grid, rural and peri-urban rather than large scale,
centralized urban infrastructure - although these
investments may appear in the pipelines of investable
propositions, their implementation is entrusted to
other partners who have greater capacity in these
types of projects and investments such as the World
Bank and the Regional Development Banks. All of

our investments and activities are climate resilient
and incorporate nature based solutions where
possible. Ourinvestments also demonstrate financial
sustainability, wherein we support the provision of
affordable and appropriate options and choice, rather
than provide commodities such as free sanitary pads
towomen and girls.
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When approaching the challenge of increasing the availability
and sustainability of funding for sanitation and hygiene, we
use the lens of the sanitation economy. The SHF will use

the potential value that can be created within the sanitation
economy as adriver forachieving scale and securing
government commitments to co-financing and system
strengthening as a foundation. Our next step is to facilitate
the development (or refinement) of a national investment
case and financing strategy, with a pipeline of investable
propositions, that can attract a new range of investors
previously notinvolved in the sector. The SHF will utilize its
grant financing innovatively to help to de-risk their entry into
the sector. We can also support market-based sanitation
interventions that work in unison with consumer demand
generation for sanitation goods and services, and which
strengthen the domestic private sector.

In the pre-financing phase, we support governments

and their partners to work together to create an enabling
environment where the full potential of the sanitation
economy can be unlocked. We engage through existing
channels, building on sector initiatives that are delivering,
for example ending open defecation road maps, small market
based programmes that need to scale, micro-planning for
school coverage, Covid-19 response plans national, or large
health or education programmes where sanitation, hygiene
or menstrual health is lacking.

Investment cases, financing strategies
and investable propositions

Financing facilities, the SHF included, ask their country
partners for well-developed investment cases and financing
strategies as part of the engagement process. By this we
mean, a description of the changes a country wants to
seein sanitation, hygiene and/or menstrual health and the
investments needed to achieve them. In particular, the

SHF hopes to shine a light in key countries on the strong
connection between the SHF objectives and other priority
sector objectives.

Investment cases may build on sector roadmaps and costed
plans though focus on a limited number of priorities that can
form a pipeline of investable propositions. Importantly they
include acompelling case for return on investment, sector
coherence and mutual accountability, implementation focus
and results (for the SHF this must include market based
approaches), institutional reforms, sustainability and longer
termtrends.®? A financing strategy, developed alongside
aninvestment case, explains the intended mix of different
sources of finance to meet the priorities.



Then, inthe financing phase, the SHF acts as a funder and
co-investor. We seek to help interventions go to adequate
scale whilst ensuring they target the most vulnerable.

Our investment decisions are based on equality, viability,
sustainability and contribution to climate resilience. We look
for opportunities where our valuable grant resources can

be usedin a catalytic way. For example, we can promote the
sanitation economy by providing capital recovery to donor
investors based upon project performance and viability.
This will help create a self-sustaining sanitation economy
investment and lending vehicle for projects through direct
lending. We may also participate in the creation of the
sanitation economy ecosystem by lending to local SMEs. The
SHF’s engagement will evolve as new partners and investors
come into the sector, replacing the need for us, or when we
see new opportunities.

Unlocking investment in the Sanitation Economy - the SHF approach

Pre-financing phase

Objectives Improving the enabling environment
for sanitation economy investments

SHF supported Deploying a package of pre-financing

activities activities at a country level, e.qg.:

« Technical Assistance to
develop a country finance

strategy and investment cases

« Market bottleneck diagnostics

« Market data sourcing
and strengthening

«  Public and private
investment tracking

Infographic 7: Unlocking investment in the sanitation economy - the SHF approach
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Financing phase

Unlocking and co-investing in speci-
fic sanitation economy investments

Using grant funding to leverage investors
and other grant financiers investments

in viable propositions, via, e.g.:

« Matchinginvestors with opportunities
» Pre-transaction Technical Assistance

« Structuring and co-financing deals

SHF: Catalyzing the Sanitation Economy



Innovative Financing
and Partnerships

Building national sanitation economies is a complex process
requiring a collective ambition, know-how, risk-taking, and
the unlocking of investment bottlenecks and resources. As
we develop our approach, we are learning from what works
where and why. We are doing this by forming partnerships

Innovative Financing

The SHF is primarily supporting off-grid and non-sewered
solutions to sanitation. These solutions are driven by
small-scale businesses driving new technologies and
business models that require long-term capital, mentorship
and technical support. These factors have traditionally not
been attractive to commercial investors. However, there
are promising companies and market-based programmes
that are looking to change this perceptionincluding the
Cambodia Rural Sanitation Development Impact Bond that
aims to eradicate open defecationin 1,600 villages; the
Uganda Sanitation for Health Activity (USHA) that aims to
help 750,000 people gain access to basic sanitation and the
Sanitation Services Delivery Project in Benin that reached
around 650,000 people. These and other initiatives need to
scale and represent valuable investment opportunities.

With traditional international grant making increasingly
under pressure, we believe that innovative financing models
play a critical role in building commitment and momentum
for scale. As the SHF we aim to engage ininnovative
financing in the following ways:

« Usingblended financing to unlock commercial
opportunities.
Working with philanthropic actors, foundations and
social impact investors willing to provide funds with no
expectation of financial returns.

«  Supporting no interest loan alongside a concessional
loan to advance project development, or seed capital
where provisional approval exists.

Offering a pathway beyond grants and leveraging the
resources of development finance institutions (DFIs)
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and collaborations with practitioners and intellectual
leads with experience in shaping market-based sanitation
approaches for arobust sanitation economy, and how to
take these to scale through innovative financing.

« Playingarole in Development/Social Impact Bonds,
promoting the sanitation economy by providing capital
recovery to donor investors based upon project
performance and viability.

«  The creation of a self-sustaining sanitation economy
investment and lending vehicles for projects through
direct lending for example revolving funds.

«  Participating in the creation of sanitation economy
ecosystem by lending to local SMEs
In synergy with schemes which offer loans and credit
lines to microfinance institutions to increase the
demand for sanitation goods and services.



Partnerships for Knowledge
and Innovation

The foundation of the SHF's approach is partnership,
emanating from the convening power of the United Nations
and the global organizational capability of UNOPS.

Successrequires a strong commitment of governments to
do business differently. This means demonstrating political
support for the sanitation economy, coupled with tangible
system strengthening and reforms, and well-targeted use
of catalytic funding to create investable propositions that
increase the sector’s attractiveness to investors. Doing
business differently also means careful attention to data,
to being prepared to challenge the status quo and adhering
to the SHF criteriaincluding: leaving no-one behind, active
mutual accountability, co-financing and performance based
payments.

The African Sanitation Policy Guidelines (ASPG),%* an
initiative led by the African Ministers’ Council on Water
(AMCOW)is now positioned as a framework to guide the
development of functional and responsive sanitation
policies. The guidelines are well-crafted and have excellent
country buy-in.

At the global level and country level, the Sanitation

and Water for All(SWA) partnership ensures high level
dialogue, political leadership and the tracking of national
commitments, including through Sector Minister Meetings
and, with the World Bank Global Water Practice, the Finance
Ministers’ Meetings. The SHF is an active memberin the
SWA partnership, along with USAID and the UK FCDO,
supporting the implementation of the SWAs common sector
frameworks.% The SHF also looks to continue collaboration
and learning with Water Aid, IRC WASH, SuSanA and others.

Data, normative guidance and technical advice is critical for
the Fund. For sanitation, hygiene and MHH and market-based
approaches at the global and country level, this is provided
by UNICEF and WHO. Guidance on the Sanitation Economy
comes from the Toilet Board Coalition and expertise on
gender and women’s empowerment is available through
UNWomen and UNFPA. These agencies are also key in
providing the necessary technical and implementation
assistance to countries which the the SHF prioritises.
Coordination, networking and joint advocacy is further
ensured through UN-Water, which coordinates WASH
concerned UN agencies and works to strengthen Member
Statesin their efforts to ensure sustainable water and
sanitation for all, including through the SDG 6 accelerator
initiative. In the area of menstrual health and hygiene, we
work closely with the members of the Global MHH Collective.
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National sanitation economies require space for innovation
and growth and the private sector has a critical and
fundamentalrole inits activation. Private sector companies
can help to close the financing gap, drive innovation, and
test and build markets for scale and sustainability. We
develop strong relationships and seek to incentivise more
private sector activity and investment into the sanitation
economy. The private sector, through national federations
and platforms canidentify lead companies to enable a
range of innovative financing models, and also source

the expertise needed to identify pathways for marketing,
scale and regional distribution, and we will engage with
multinational and localised companies driving access to low
cost technology solutions, like SATO.%®

We also seek strong relationships with the multilateral
development banks(MDBs)to leverage their concessional
lending windows with the SHF grant financing and to

embed sanitation and hygiene infrastructure in all related
investment activities. We believe that the MDBs are ideally
placed to provide the technical and financial support needed
to activate and catalyse the sanitation economy.

Mutual Accountability Mechanism

The SWA Mutual Accountability Mechanism (MAM),®
provides a framework for national accountability and
monitoring. Country examples of the MAM in action
include:

In Kenya the KEWASNET-WSSCC Advocacy project
focuses on anational dialogue process to provide a
voice to civil society to take part in WASH governance
and accountability at both national and devolved levels.
Specific activities include conducting institutional
vulnerability assessmentsin select counties to inform
decision making; review and customization of social
accountability tools; training of selected right holders
on Social Accountability tools; and facilitating and
coordinating the use of social accountability tools by
target right holdersin select counties, and county-
based WASH Social Accountability forums.

Nigeria has strengthened the engagement and
advocacy capacity of NEWSAN state chapters, building
capacity to strengthen planning, implementation,
monitoring, impact, and promote learning, networking
and to be more inclusive and diverse, particularly of
disadvantaged groups thereby advocating for increased
investments to basic WASH (with budget line for
sanitation & hygiene)and advocate to states to develop
SDG Plans for WASH.

Innovative Financing and Partnerships



Success will not be sustained without attention toward
climate resilience and the inclusion of nature-based
solutions®” for sanitation to better protect ecosystems
and ensure more robust mitigation. This means that our

Costing the SHF strategy

The Financing Gap

The currently available funding for sanitation and hygiene falls
considerably short of the global need. Based on World Bank
estimates, the total annual capital cost for providing access
to basic sanitation is $19.5 billion, the costs for safe fecal wa-
ste management is S49 billion and the cost for hygiene is $2
billion.®8 It has also been estimated that the capital financing
required to extend safely managed water supply and sanita-
tion services to everyoneis over three times the historical
financing trend of extending access to those inneed.® In
addition, in many countries, systems to support the sector
are weak and lacking investment and capacity. The 2019
UN-Water Global Analysis and Assessment of Sanitation and
Drinking-Water (GLAAS)findings show a shortfall in funding
of 74% for urban and 59% for rural. For certain countries this
funding gap can translate into billions of US dollars.”®

SHF contribution to the financing gap.

The SHF has an ambition to leverage up to $2 billion of
additional investment into the sanitation economy and has
developed aresource mobilization strategy to that effect.
To kickstart this, the SHF aims to raise $200-S500 million
over the strategic period 2022-25. The SHF will leverage its
grant finance by attracting and partnering with financers
that provide larger amounts and different types of capital.
Pre-financing activities will be funded through direct grant
financing whilst in the financing phase, the SHF investments
will aim for a leverage effect of x4 initially - upto x10 can be
achieved based on the various financing options that the
SHF can deploy.
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choice of investments must underscore our commitment
toremoving the risks to public health and respecting the
environment. We believe we have a clear role in helping
innovative approaches move to scale.




Accountability

and Results

Institutional arrangement
and governance

The SHF isa part of UNOPS. We have a Board comprising
experts from fund management and oversight, development
financing, government advisory and impact investing. The
Board also has a senior UN agency leader. The Board members
are unpaid and the Board operates to UNOPS governance
highest standards.

The SHF is designed to be a lean and agile entity. Our
leadership and staff team cover the core technical and
professional functions needed to develop, operate and

evolve the business model. We make use of the diverse

skill set across UNOPS, ranging from human resources, to
legal, to in-country representation and insight. Services are
procured and expertise is hired following UNOPS systems and
processes.

Understandingrisk as critical to our business and its
management is central to the success of the SHF. We actively
considerrisk at 3 different levels - vision and mission,
strategic objective and organisational -and the

Monitoring results and learning

The SHF is adata driven organisation, able to make decisions
and prioritise based on facts and to demonstrate its impact
transparently.

We support national systems for inclusive monitoring and
evaluation on sanitation and hygiene. Adhering to WHO/
UNICEF Joint Monitoring Programme and related sector

norms, we work to ensure robust and, where appropriate,
integrated data gathering to inform monitoring and
evaluation, and investment decisions. We also monitor
county investment readiness, investment

teamisinvolvedin processes to identify, assess, measure,
and manage risk within all aspects of work, especially the
country portfolio. In the context of UNOPS risk is monitored
guarterly and senior management and group leaders within
the SHF have the tools and systems to contribute.

We are committed to rigour and transparency in all we do.
The SHF is subject to the auditing procedures laid down in
UNOPS and requlated by the Executive Board. The audit of
the SHF country engagement is carried out by independent
audit firms. Audit reports are presented to the the SHF
Board and published on the UNOPS website.

Country fiduciary and programmatic oversightis also
ensured through the Fund’s government-led in-country
programme coordination mechanisms. We also have in
place independent country programme monitoring to verify
financial and programmatic results and reporting, annual
in-country external audits and regular independent outcome
surveys to verify the sustainability of results.

case and finance strategy development, and quantify the
effectiveness and efficiency of investments covering both
economic performance (i.e., value for money) and the gender
and human development impacts and environmental benefits
associated with realising the value of the sanitation economy.

Accountability and results
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SHF Apex indicators

Highest level results indicators

1. Accelerating the number of 2.
individuals with inclusive
and sustainable access to economy

improved sanitation, hygiene

and MHH

Infographic 8: SHF Apex indicators

The SHF's highest level results indicators are its three Apex
Indicators.

« ApexlIndicator 1assesses how many people the SHF
isreaching(“Accelerating the number of individuals
with inclusive and sustainable access to improved
sanitation, hygiene and MHH").

«  ApexlIndicator 2 measures how much money the SHF and
the sanitation and hygiene sector is investing(“Increasing
the volume of investments in the sanitation economy”).

« ApexlIndicator 3 addresses the longer termimpact and
sustainability of the investments(“Realising the value
of the sanitation economy, with goods and services that
areinclusive”).

Progress on the SHF Apex Indicators indicates that the
sanitation economy is active, and achieving better coverage
and results with a focus on system transformation and real,
meaningful and lasting change.
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Increasing the volume of 3.
investments in the sanitation

Realising the value of national
sanitation economies,
deliveringinclusive and
sustainable goods, services
and jobs

The SHF results-based monitoring and evaluation track
performance and results, and contribute to accountability
and learning. Country-level progress is assessed by a set
of key performance indicators covering access to inclusive
and sustainable sanitation, hygiene and MHH, increased
investments, strengthened government systems, increased
market size and access, strengthened national data, and
the longer-term impacts on the environment, health,
education and economic well-being. Primary recipients
report on progress through bi-annual financial and results
reporting, which isindependently verified. Independent
outcome surveys and evaluations are conductedin2to 3
year intervals and address the longer-term intervention
outcomes and sustainability. More information on the SHF
Results Framework is available on www.shfund.org.

We also work on evidence building to better understand

and quantify climate resilience and the broader human
development benefits of different types of investments. This
requires the development of innovative methodologies for
market-based approaches and different types of financing
mechanisms, and the modeling of environmental, health,
education and economic intervention impacts.



A World Leaving
No-One Behind

In conclusion, safe and sustainable access to sanitation,
hygiene and menstrual health continue to elude billions

of people, impacting their health, education, livelihoods
and economies. The SHF aims to challenge this status

quo by encouraging the world to see toilet and hygiene
opportunities for all differently. This is particularly
relevant in a post COVID-19 pandemic world where families,
communities and economies are in need of both recovery
and resilience against future pandemics.

Sanitation, hygiene and menstrual health are an investment
opportunity which can provide critical financial returns to
developing economies as well as very high social returnsin
health, education, gender equity and job creation, helping
vulnerable communities thrive. By activating and catalyzing
the sanitation economy in partner countries, we aim to
incentivise and stimulate new public and private investment
into the sector which will be more sustainable than current or
previous financing models.

COVID-19 demonstrated the economic and health fault lines
that persistin countries around the world. We have before
us an opportunity to ensure that communities have access
to the one of the most effective means of protection against
future pandemics - safe and sustainable sanitation and
hygiene - and a means to grow and prosper economically,
directly and indirectly through a robust sanitation economy.

We look forward to working with our partners and countries
and communities to leverage innovative finance and secure
safe and sustainable sanitation, hygiene and menstrual
health for all.

g and partnerships
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AMCOW
AMR
ASPG
DFI
FCDO
GLAAS
GDP
JMP
MAM
MDB
MBS
MHH
MHM
0&M
MHH
SDG

S&H
SHF

SME
SWA

UN

SME
UNESCO
UNICEF
UNOPS

USAID
(USHA)
WASH
WHO
WSSCC

African Ministers’ Council on Water

Antimicrobial Resistance

African Sanitation Policy Guidelines

Development Finance Institution

UK Foreign, Commonwealth and Development Office
Global Analysis and Assessment of Sanitation and Drinking-Water
Gross Domestic Produc

Joint Monitoring Programme

Mutual Accountability Mechanisms

Multilateral Development Bank

Market based sanitation

Menstrual Health and Hygiene

Menstrual Hygiene Management

Operation and Maintenance

Menstrual Health and Hygiene

Sustainable Development Goal
Sanitation and Hygiene
Sanitationand Hygiene Fund

Small Medium Enterprise

Sanitation and Water for All

United Nations

Small Medium Enterprise

United Nations Educational, Scientific and Cultural
United Nations Children’s Fund

United Nations Office of Project Services

United States Agency for International Development
Uganda Sanitation for Health Activity

Water, Sanitation and Hygiene

World Health Organization

Water Supply & Sanitation Collaborative Council

28 | Acronymsand Abbreviations



Vision

Mission

Our

[ eave No One Behind

Principles

Goal

Strategic Objectives

Strategic Actions

Strategic Enablers

SHF

The Sanitation & Hygiene Fund

By 2030, achieve access to adequate and equitable sanitation and hygiene for all and end open defecation,
paying special attention to the needs of women and girls and those in vulnerable situations.

Raise, catalyse and invest resources to accelerate delivery of sustainable sanitation, hygiene and menstrual
health services for people in urban and rural settings with the highest burden and lowest ability to respond.

- Accountability and transparency

- Country-led, community owned

= Serving those left behind, with a focus on women
and girls

- Efficiency and value-for-money

- Collaborative

- Adaptive and resilient
« Innovative

- Sustainable

- Evidence driven

Operate a catalytic, efficient and sustainable fund that takes the response to the global sanitation, hygiene and
menstrual health crisis to a new level, while adopting a funding-model that leverages increased international and

domestic financing to achieve universal access and coverage.

2022-2025

1. Scale-up household sanitation and
hygiene services

1.1Support the development of national sanitation

and hygiene policies, systems, costed investment

plans and financing strategies.

1.2 Support the implementation of national plans
and investment cases to increase household
sanitation and hygiene services.

1.3 Invest to extend sanitation and hygiene services to

vulnerable populations.

2. Address Menstrual Health and Hygiene (MHH)
gaps while promoting empowerment of women
and girls

2.1Support the development of systems for
effective MHH multi-stakeholder programming,
including linkages to sexual reproductive health
and education.

2.2 Support the implementation of national plans to
address stigma and increase MHH services for
adolescent girls and women.

2.3 Support measures for affordable and accessible
menstrual materials and facilities.

3. Increase sustainable water, sanitation, hygiene
and MHH services in schools and health
care facilities

3.1Increase the availability of sustainable WASH
services in schools, contributing to retention
rates, especially of adolescent girls.

3.2 Increase the availability of sustainable WASH
services in health care facilities, especially in
maternal and primary health care settings and in
support of Universal Health Care.

4, Support innovation towards safely managed
sanitation, hygiene and MHH (cross-
cutting objective)

4.1Catalyse innovations in technologies and other
sanitation, hygiene and MHH solutions that are
cost effective, sustainable and climate resilient.

4.2 Work with partners to scale up market-based
sanitation and hygiene to deliver quality and
value-for-money products and services.

4.3 Support innovative finance solutions and the
development of national data platforms for
evidence-based real time decision making.

Strengthen partnerships

- Strengthen partnership and collaboration with key partner organizations and influential individuals, including private sector.
- Strengthen multi-stakeholder processes, incorporating voices of key populations, in the planning, development and implementation of programmes.

Build commitment and accountability
« Harness societal engagement and secure political commitment for improved sanitation and hygiene, and MHH.
- Ensure country-level oversight, where possible integrated into national systems.
- Monitor and evaluate all funded programmes, gather evidence and data to strengthen investment effectiveness, sustainability, value-for-money and to course correct.

Mobilize investments

- Invest in sanitation, hygiene and menstrual health programmes serving those with the highest burden and least ability to respond.

- Use SHF financing to leverage international and domestic investments for greatest impact.
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