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Guidelines at a glance
To develop a bankable water reuse model, these guidelines suggests a stepwise 
approach consisting of five main phases: 

	� Step 1: Identify potential water reuse options
	� Step 2: Develop a business model for the water reuse option 
	� Step 3: Identify innovative partnership and financing options 
	� Step 4: Identify risks and opportunities 
	� Step 5: Develop an implementation plan 

6.1. Introduction
In the MENA region, the existing imbalance between available water supply and demand 
is expected to widen due to population growth, greater urbanization and higher water 
consumption. The largest use of water in MENA countries is for agriculture, which forms the 
foundation of the economies of many of the countries. For example, Egypt uses 86% of its 
total renewable water for agriculture, while Jordan and Lebanon use 65% and 60% of the 
total renewable water for agriculture, respectively (Qadir et al. 2009). 

We need alternatives such as circular economy (CE) approaches to supply water in view of the 
water scarcity and climate change challenges and the need to ensure water security in urban 
and rural areas. One of the essential dimensions of a CE is the creation and capture of value 
remaining in waste materials and maximizing that value to promote sustainable development. 
Recovering the water, energy, nutrients and other materials embedded in wastewater is a 
key opportunity. This notion of wastewater recovery is gaining more attention in water-scarce 
countries as a way to meet the demand as non-conventional water resources can be used for 
irrigation in agriculture, industrial use and groundwater recharge. 

Despite the prevalent water scarcity in the MENA region, the adoption of water reuse tech-
nologies has been uneven and slow (see Chapter 2). For example, in Egypt there has been 
significant progress in water reuse for afforestation. However, the institutional and regulatory 
set-up and missing incentives impede the implementation of water reuse (Otoo and Drecshel 
2018). In Jordan, fruits and other cash crops are grown through the reuse of water in the 
Jordan Valley where about 80% of the agricultural water consumption depends on blended 
wastewater (World Bank 2016). 

In general, the development and implementation of water reuse strategies across the MENA 
region is challenged by factors such as a lack of water reuse cost recovery mechanisms, low 
pricing of irrigation water, need for creating financial incentives for safe water reuse and lack 
of understanding among the public about the perceived environmental benefits of wastewater 
treatment and reuse (Otoo and Dreschel 2018; World Bank 2011). 
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Wastewater treatment projects have historically been established as a means to maintain 
health and environmental standards with no potential for financial or monetary rewards. 
Central and local governments have perceived them as liabilities rather than assets. Water 
reuse projects, if adequately planned and properly implemented, can provide opportuni-
ties for sound investments and financial rewards (see Chapter 4). However, the perceptions 
of the public, investors and decision-makers must be changed. To ensure sustainability of 
water reuse, we need to develop bankable water reuse models by instituting cost recovery 
or revenue generation mechanisms. This can be achieved through the recovery of different 
resources but also through innovative financing, cost recovery and partnership approaches. 

These guidelines present an outline that can be used to develop bankable water reuse models 
in the MENA region. It supports the public and private sectors such as wastewater treatment 
operators, water utilities, ministries of agriculture, ministries of water and irrigation, and forestry 
commissions as well as investors and donors interested in developing water reuse models in a 
particular location and context. The guidelines are developed based on a plethora of research 
such as Dreschel et al. (2015) and Otoo and Dreschsel (2018) on water reuse and business model 
development work done by IWMI in several other projects.

6.1.1. Who should use this guideline
	� Investors and financiers: Public and private investors; water users associations and agri-

cultural cooperatives; donors and lending agencies
	� Planners, designers and decision-makers: Policy-makers; ministries such as irrigation/

water; agriculture; industry
	� Water reuse systems implementers and operators: Water and wastewater systems oper-

ators; relevant public bodies such the local government, metropolitan assemblies and 
their waste management departments

	� Beneficiaries and end-users: End-users of various reuse products and services such as 
farming, industries, cooling and recreation

6.1.2. Concepts and principles
In the context of water reuse, the term bankable should not be confused with the more tradi-
tional use of the term bankable, which refers to projects that have sufficient collateral, future 
cash flow and a high probability of success to be acceptable to commercial lenders (World 
Bank 2019). Bankable, in the context of water reuse, should be understood as wastewater 
projects that demonstrate a high likelihood of receiving public or private financing based on 
their value propositions1 and other factors that indicate that the wastewater project is likely 
to be sustainable. While it is important that the water reuse project should be sustainable, 
sustainability in this context does not necessarily imply profit maximization but could imply 
a cost recovery target, especially given that the wastewater sector offers many opportunities 
for social business models aiming at improved living conditions or reduced environmental 
pollution (Otoo et al. 2016). 

1Value proposition is the added value that end- or target users derive from the products and services offered.
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6.2. Practical steps to develop a bankable water reuse 
model

Wastewater offers a variety of options for recovering resources. Studies on developing bank-
able water reuse models, and on the potential of implementing water reuse models, must 
first identify and set priorities in terms of the target area. This priority setting is essential to 
identify potential water reuse models that have high relevance and a likelihood of success for 
the local context. To develop a bankable water reuse model, this guideline suggests a step-
wise approach consisting of five main phases: 

	� Step 1: Identify potential water reuse options
	� Step 2: Develop a business model for the water reuse option 
	� Step 3: Identify innovative partnership and financing options 
	� Step 4: Identify risks and opportunities 
	� Step 5: Develop the implementation plan 

Step 1: Identify potential water reuse options
The treatment and reuse of water offers not only environmental and public health benefits but 
also a range of opportunities for transforming wastewater into multiple value propositions. 
A variety of value propositions and options for cost recovery from wastewater treatment and 
reuse to the recovery of water for irrigation to potable water can be developed (Figure 6.1). 

FIGURE 6.1 Ladder of increasing value propositions related to wastewater treatment based on 
increasing investments in water quality and/or the value chain (Drechsel et al. 2015).
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Even if there is no reuse, wastewater treatment has an economic value for safeguarding envi-
ronmental and public health, but no direct financial value. The recovery of other resources 
can add new value streams to the proposition (GWI 2010). 

Water reuse implementers can select from a wide range of options depending on the existing 
wastewater collection and treatment infrastructure, the technology used for treatment, the 
available financing and the target end-use (Box 6.1). Several MENA countries have sewerage 
systems with more coverage in urban areas than rural. For example, 74% of households in 
urban areas of Egypt are connected to sewerage system while only 18% of households in rural 
areas are. Similarly, in Jordan the coverage is 67% in urban and 4% in rural areas. Thus, the 
first step for implementing a water reuse model is to identify which reuse pathway will be 
most suitable given the local context and target end-users.

There are various technical options and business models for implementing a water reuse 
model. A key step is to narrow the option down to those with the highest probability of 
success and buy-in by the local stakeholders. Stakeholder participation in this process is 
imperative to understand which water reuse options resonate best with them (Otoo et al. 
2017). Thus, from a planning perspective, the implementation of water reuse projects should 
be demand driven. For example, in Morocco, a partnership was developed between the golf 
courses of Agadir and the water agencies who supply them with continuous treated waste-
water based on the demand expressed by the golf courses (World Bank 2011).

BOX 6.1 Basic questions to guide in identifying potential reuse models

	� How much wastewater is generated in the specific locality?
	� What treatment technologies are in place?
	� Given the local context, what resources could be potentially derived from waste-

water?
	� Is there demand for the wastewater-derived resources?
	� How much are different users willing to pay for treated wastewater?
	� Are there any legislations/regulations that could prevent a water reuse model?
	� Are there any institutions (public, private) that could qualify as business owners 

and partners and be interested?

Step 2: Develop a business model for the water reuse option
Having identified the water reuse option that has potential given the local context, we move 
on to developing a water reuse business model. A business model describes the rationale 
of how an organization creates, delivers and captures value in economic, social, cultural 
or other contexts (Osterwalder and Pigneur 2010). It consists of four core elements, which 
describe an organization’s:
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Step 3: Identify innovative partnership and financing options 
Innovative partnership options
The promotion of water reuse models requires innovative business models, which are 
embedded in innovative partnership and financing schemes. Various types of partnerships 
can be formed among different types of organizations. Similarly, value creation in the water 
reuse sector can go beyond the traditional focus on private sector value creation toward 
models where private entities, government entities, civil society, NGOs and other types of 
entities can work together in cross-sector alliances to create new products and services, 
improve the quality of existing products and services, and create economic and social values. 

	� value proposition that distinguishes it from other competitors through the products and 
services it offers to meet its customers’ needs;

	� customer segment(s) that the firm is targeting, which are the channels a firm uses to 
deliver its value proposition and the customer relationship strategy;

	� infrastructure which contains the key activities, resources and the partnership network 
that are necessary to create value for the customer; and

	� financial aspects (costs and revenues) which ultimately determine a firm’s ability to 
capture value from its activities and break even or earn profit.

The business model is a simple tool that enables implementers to think through the different 
building blocks and how they relate to each other. It provides a breakdown of major consider-
ations impacting a business. 

As noted in the introduction, the term ‘business’ does not necessarily imply that the water 
reuse models are profit oriented or able to achieve full cost recovery through their value 
proposition. This is more relevant in the case of water reuse in agriculture since revenues from 
selling treated wastewater are small, given that freshwater prices are often highly subsidized. 
However, additional value propositions could be added to improve cost recovery (Box 6.2).

BOX 6.2 Cost recovery through water reuse for fruit trees in Tunisia

The Ouradanine wastewater treatment plant, managed by the National Sanitation 
Utility (ONAS), treats domestic wastewater from about 3,400 households. The 
secondary treated wastewater is used by nearby tree plantations managed by 40–46 
private farmers producing olives, peaches and pomegranates.

Another public institution, Commissariat Regional de Development Agricole (CRDA), 
manages downstream irrigation infrastructure. CRDA receives the water from ONAS 
free of charge and sells it to the farmers at a subsidized price as an incentive for reuse 
of the treated wastewater. The treatment plant also supplies biosolids on demand as 
soil conditioner free of charge. Through this reuse model, ONAS recovers 40% of the 
operation and management cost of the treatment plant.
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Innovative cross-sector partnership formats are the vehicles through which new business 
models are developed and new products and services are generated (Dehan et al. 2010). 

The public-private partnership (PPP) is the most common type of partnership in which 
government and private companies assume co-ownership and co-responsibility for the 
delivery of services. Through these partnerships, the advantages of the private sector such 
as access to finance, knowledge of technologies, managerial efficiency and entrepreneurial 
spirit are combined with the social responsibility and environmental awareness aspects of the 
public sector. Based on the social and environmental benefits of wastewater treatment, most 
water utilities in the MENA region are publicly financed and operated. Private finance models 
such as build-own-operate-transfer (BOOT) and build-own-operate (BOO) are also used (Otto 
and Drechsel 2018). For example, in Tunisia, several partnerships have been established with 
the private sector in the operation and maintenance of wastewater treatment plants, which 
contributed to the increase in the number of treatment plants. In 2009, the private sector 
operated 17 WWTPs in Tunisia (World Bank 2011).

One of the key factors that determines the success of a partnership is the partners’ motiva-
tions. Differences in motives between the partners are believed to derail the collaboration 
especially during the formation of the partnership. Thus, the first step for designing a busi-
ness model that leverages resources and expertise of the partners is to define the business 
objectives for partnering (Chesbrough and Schwartz 2007). Moreover, the extent to which 
each partner’s business models are aligned is essential in choosing partners and in designing 
partnership models (Box 6.3). Aligned business models are complementary, are more likely to 
benefit each partner and can be sustained in the long term (Chesbrough and Schwartz 2007).

BOX 6.3 Steps to consider when establishing partnerships

	� Clearly define the motives and business objectives for partnering
	� Assess the resources and capabilities required and what each partner is bringing
	� Determine the degree of business model alignment with partner

Financing options
Project financing is a means of obtaining funds for industrial projects, long-term infrastruc-
ture and public services. The main sources of finance include equity, debt and government 
grants. Financing from these alternative sources have important implications on the project’s 
overall cost, cash flow, ultimate liability and claims to project incomes and assets. One of the 
main challenges for the sustainability of public projects in general, and water and water reuse 
projects in particular, is the inadequate and/or the interrupted inflow of funds and revenues 
received during the project’s operational years. Consequently, a critical challenge for water 
reuse projects is the ability to cover operational costs and achieve cost recovery. Figure 6.2 
and Box 6.4 show pathways or approaches for improving cost recovery in water reuse. 
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Community contributions such as user fees, household investments, community-based 
savings and cost sharing are some of the major sources for financing sustainable sanitation 
and water management products and services. Cost sharing is becoming one of the most 
applied techniques to ease financial burdens in water and water reuse management (Table 
6.1). Cost sharing is a mechanism for deciding which agents should be served by a public 
project and how much each of them should pay. It includes all contributions, including cash 

FIGURE 6.2 Approaches for improving the cost recovery of water reuse models. 
SOURCE: Lazurko et al. 2018.

TABLE 6.1 Advantages and disadvantages of a cost-sharing mechanism.
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Effective since different stakeholders are involved making 
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Requires constant control of the stakeholders fulfilling 
their tasks
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Conflicting self-interests amongst stakeholders 

Problems of ‘Free Riders’

Collect
smart fees

Incorporate
government

support

Diversify
revenue
streams

Focus on
value chains

Improve cost
effectiveness

Improving
cost recovery



DEVELOPING BANKABLE WATER REUSE MODELS       117

and in-kind, that a recipient makes to an award. Different types of expenses can be allocated 
among different stakeholders (such as labor cost, material cost and cost of using equipment). 

Step 4: Identify risks and opportunities 
Public and private entities/entrepreneurs in the water reuse sector that explore opportuni-
ties of creating and capturing value from wastewater are driven by both external and internal 
factors. External factors that drive public and private entities include regulatory and market 
pressures while internal driving factors include new profit opportunities or cost recovery 
mechanisms and environmental sustainability (Figure 6.3).

Policies, regulations and institutions play important roles in the deployment of water reuse 
projects. Different instruments such as fiscal incentives and industrial and product quality 
standards can be implemented. The presence of a policy framework on its own, while 
sufficient, is not adequate to provide an enabling environment that promotes water reuse. 
A conflicting policy environment, an inadequate policy or an adequate policy environment 
but without enforcement mechanisms can all act as negative drivers to the development of 

BOX 6.4 Financing options

Collect smart fees: In order to achieve cost recovery, water reuse projects should set 
water tariffs, user fees or taxes based on the local context. The water tariff can be set 
on the volume of water used or based on the type of users such as for agriculture, 
landscaping or industry.

Diversify revenue streams: Water reuse projects have the potential to achieve cost 
recovery by offering multiple value propositions such as reuse of water for agriculture, 
aquaculture and energy production. Furthermore, carbon offsets present opportuni-
ties for greenhouse gas emission reductions, bringing in revenue from carbon markets.

Improve cost effectiveness: In addition to diversifying of revenue streams and collec-
tion of smart fees, it is important to examine the daily operations of the water reuse 
project to optimize value and reduce costs.

Focus on value chains: Water reuse relies on an upstream supply of wastewater 
and downstream reuse of wastewater. Cost recovery of water reuse models can be 
improved by effectively managing the entire value chain from collection, treatment 
and final reuse. This calls for considering the entire wastewater value chain as a 
system to be managed holistically rather than managing each stage of the value chain 
in a silo. 

Government support: Governments can also support water reuse projects through 
favorable fiscal policies such as tax incentives or holidays to incentivize private sector 
participation and create intersectoral collaborations among public and private enti-
ties. Thus, implementers of water reuse projects should be aware of and benefit from 
such incentive mechanisms in the region where they operate.
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FIGURE 6.3 Internal and external drivers and barriers to water reuse models.

water reuse sectors that operate under such frameworks. Thus, it is important to understand 
existing institutional, legal and policy frameworks to identify opportunities and risks as well 
as mitigation measures. 

Water reuse models should seek to identify, analyze and minimize other risks such as market 
risks, competition risks in input and output markets, as well as technology performance risks. 
While these risks are context or location specific, they must be analyzed and minimized. For 
example, for market risks, the key factors that could be considered are changes in supply and 
demand, as well as likely sources of competition. Technological performance risks are related 
to whether the technology is commercially proven and if there are anticipated challenges 
with local repair and maintenance. One of the simplest ways to understand the internal and 
external risks and opportunities of a business model is through the SWOT analysis. 

The SWOT analysis
The SWOT analysis performs an assessment of internal (strengths and weakness) and external 
(opportunities and threats) factors of the business model. The SWOT analysis:

	� assesses a business’s strengths (S) and weaknesses (W) for achieving business objec-
tives;

	� assesses the business environment’s opportunities (O) and threats (T) for achieving busi-
ness objectives;

	� assesses the current position and imagine possible future positions; and
	� informs business objectives and action plans.

Once the SWOT analysis is completed, you can highlight key findings and then develop a 
strategy to mitigate risks and take advantage of opportunities (Box 6.5).
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Step 5: Develop an implementation plan
Wastewater offers a variety of options for recovering resources (Figure 6.2, above), so a 
detailed feasibility study should precede the development of an implementation plan. The 
feasibility study will seek to determine which water reuse option has the highest probability of 
success in the local context. The feasibility study will inform the development of an imple-
mentation or business plan2 for the most promising water reuse model. However, if the feasi-
bility study ends with a choice of options, local stakeholders must set priorities and choose, 
according to their objectives, the most preferred option and location. 

A business model provides a snapshot of a business idea, whereas a business plan is a finely 
tuned business model for the planned investment size and local opportunities or constraints. 
A business plan is more detailed and sets objectives, defines budgets, engages partners 
and anticipates problems before they occur. It helps you start and keep the project on a 
successful path. Key investors or financial institutions will want to look at the business/imple-
mentation plan before providing capital. To make the most of the planning, a water reuse 
project should give careful thought to the strengths and weaknesses of its water reuse model 
and the opportunities and threats in the business environment, and develop strategies to 
improve its potential for cost recovery and improve overall performance.

The key components of a business plan include: 

	� The Business Concept: Describes the business, including its products and services.
	� The Marketing Plan: Describes the target market for your product and explains how you 

will reach that market.
	� The Financial Management Plan: Details the costs associated with operating your busi-

ness and explains how you will pay for those costs, including the amount of financing you 
may need.

	� The Operations and Management Plan: Describes how you will manage the core 
processes of your business, including the use of human resources.

2Implementation plan and business plan are used interchangeably in this report.

BOX 6.5 From SWOT analysis to strategy

	� S-O strategy: How can you use your strengths to take advantage of the opportuni-
ties?

	� W-O strategy: How can you use your opportunities to overcome the weaknesses?
	� S-T strategy: How can you take advantage of your strengths to avoid real and 

potential threats?
	� W-T strategy: How can you minimize your weaknesses and avoid threats?

SOURCE: Based on Otoo et al. 2018.
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6.3. Conclusion and recommendation for adoption

A sound and adequate policy, legal and institutional framework is essential in providing an 
enabling environment for public and private sector investments in the wastewater sector. 
Regulatory frameworks can be important drivers but also significant barriers in water reuse 
business development. Thus, for the effective adoption of this guideline, there is a need for a 
conducive policy and institutional framework to enable public and private sector investment 
in water reuse sector. Furthermore, there is a need to be aware of any conflicting interests 
between public and private interests. 

Conflicts between public and private sectors (including end-users) may exist for different 
reasons. For example, conflicts may relate to who are the losers and winners of the proposed 
change. In addition to these, traditions, norms and religious constraints and awareness levels 
are factors that need to be considered when designing and promoting water reuse proj-
ects. This is especially important since most people in the MENA region may have a negative 
perception toward reuse of wastewater. 

Stakeholder engagement, awareness creation among relevant stakeholders and developing 
effective incentive mechanisms are some of the strategies and means to mitigate such 
constraints and bring in a common view and objectives for successful adoption of water reuse 
models.

You should ask the following key questions when developing business plan:

Business concept: Vision and 
mission

What is the vision of the water reuse model? What is your purpose? 

How will your reuse model look in next one, two and three years?

Objectives and goals

What are your most important goals?

What is your value proposition?

And how do you measure success?

Marketing plan
Who is your target end-user? 

How are you going to position your products or services?

Operations and management 
plan

How will you manage the core processes of your business, including use of human 
resources – organizational structure, expertise/skills needed, personnel plan/
staffing requirement.

Financial plan
How do we define success in measurable terms?

What should be the target for cost recovery or breakeven?

Risks and mitigation
Identify risks – market, technical, political, regulatory and other risks and put 
mitigation measures
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