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Introduction
As a part of the “Sustainable Sanitation and Hygiene for All” Programme, currently being implemented in Nepal, Bhutan, Laos, Cambodia and Vietnam with funding from DGIS and AusAID, a five days Asia workshop “Rural Sanitation Supply Chains & Finance” was organised by SNV Asia and IRC International Water and Sanitation Centre from 16th – 21st January 2011, in Dien Bien Province, Vietnam.
The “Sustainable Sanitation and Hygiene for All”(SSH4A) Programme aims to improve access to sanitation and hygiene for rural populations in Nepal, Bhutan, Laos, Cambodia and Vietnam. In order to reach the aim we believe it is important to achieve sustainable behaviour change for which four elements need to be in place: demand, supply, good long term hygiene promotion and a responsive institutional set-up or differently put: good WASH governance. 
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These four components are the implementing components of the SSH4A programme:

1) Sanitation demand triggering and follow-up

2) Strengthening sanitation supply chain development

3) Developing behavioural change communication for hygiene and sanitation marketing

4) Improving WASH governance and multi-stakeholder sector development
In addition to the above, there is a fifth component:

5) Analysing, disseminating, and learning
This workshop was part of this learning component, and concentrated around the second implementing component: Sanitation Supply Chains and Finance. Of course this had to be seen in the broader context of the programme, especially the relations to demand creation and governance. This document shares the main discussion points and insights of the workshop.
Objectives and participants

The objective of the workshop was to exchange ideas, learn about best practices and deepen understanding of rural sanitation supply chains and finance among partners and staff, in order to find useful ideas and innovations for the different country contexts. Specifically the workshop addressed the following topics:

· Informed choice and sanitation technology options: What’s informed choice? How to ensure informed choice? Improving our understanding of rural sanitation technology options. The role of informed choice handbooks. 

· Rural sanitation value chain analysis: How does it look like in practice? What do we think are critical aspects?

· Entry points for rural sanitation market development: How to overcome the typical barriers of rural markets? How much support should be given? What are the roles of public sector in this? Possible market models.

· Pro-poor support mechanisms: What are the implications of multiple subsidy systems in one area? How to deal with that in our practice? What other support mechanisms could we consider? How to improve targeting?

A total of 36 participants participated in the workshop; representing partners from local government (from ministries and departments of Health, RWSS) and other organisations such as the women’s Union, local NGOs, development partners (WSP Indonesia, IDE Vietnam, WaterSHED Asia, DfID) and SNV and IRC staff, The list with participants can be found in annex 1 and also includes the four (English-to-Vietnamese) translators and SNV support staff.
Preparation of the workshop
Prior to the workshop, a D group discussion
 about three topics was held:
1.
Roles of public and private sector in achieving rural sanitation targets, 

2.
Support to private sector development for rural sanitation 

3.
Pro-poor support, subsidies and other finance mechanisms to achieve “Sanitation for ALL”? 
This preparatory email discussion was not only meant as a warming-up for the workshop for those who would participate, but also as an opportunity to share with and learn from those who could not participate in the workshop. In total 124 people from 23 countries participated in the email discussions (52% local partners and regional partners, 48% SNV and IRC).
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Discussion on each topic ran for a week, on the basis of which a summary paper was developed and shared among the participants of the workshop to further discuss and develop ideas around sanitation supply and finance. References to the discussions and outcomes of each topic are included in the corresponding topics of this report. A complete summary on all three topics of the D group discussion can be found in annex 2.
Flow and work forms of the workshop 
The workshop alternated sessions in mixed groups around assigned tasks, with inputs through presentations, and country group reflections. One of the assigned tasks was a sanitation supply chain analysis on the basis of a field trip and interviews in Dien Bien province. 

Content wise the workshop consisted of four main parts:  

1. Informed choice
2. Sanitation supply chain analysis
3. Sanitation business models
4. Subsidies and finance
The remainder of this report focuses on the content of each part. The aim is that readers get insight in the issues around informed choice, sanitation supply chains, business models, and pro-poor support mechanisms, rather than being informed on the exact flow of the workshop. For the programme, the descriptions of the facilitation methods used and information on the workshop process please refer to the annexes.
Part 1: Informed choice 
Introduction

Improved sanitation and hygiene is as much an individual choice of each household, as it is a common good for communities. The latter means that disease transmission is not stopped by household boundaries: unhygienic practices of one family may infect a whole community.

We come to realise that the vast majority of pit latrines are nothing more than “fixed-place open defecation”, which in most rural areas is worse (in terms of hygiene and health) than open defecation itself. From public health perspective there is thus a need to see people and households climb up the sanitation ladder
, towards sanitation options that are more sanitary and hygienic. Also, there might be interest from households improve the toilets they have or add a bathroom. As this is a household investment and not all rural households have the same needs and preferences, the choice for a certain technology option is an individual household choice. The question is how this can be supported, so that households make the best choices for themselves and also, who could be supporting this.
In the Dgroup discussion, the first discussion topic focused on the roles that could be taken up by the private sector in your own country, and which roles should always be public and why? Basically all participants considered “rural sanitation demand creation” a public responsibility (either through promotion, social mobilisation (everybody), district awards for sanitation and/or by legal enforcement of household sanitation). Besides demand creation, participants saw a role for the public sector
 in:  
· Technology development (appropriate and affordable sanitation options that respond to diverse consumer needs and aspirations
· Improving information and outreach,
· Improving market linkages and trust
· Improving market efficiency and reduction of costs
· Quality insurance and regulation (and monitoring)
· Avoiding market distortions
All these bullet points are related to governance and supply chains, and will be discussed later on, but the first two are also related to ensuring informed choice. 
This first part of the workshop tried to answer the question:

What is needed to support informed choice on rural sanitation technology options?

The specific questions that guided this part were:

· What are the different technology options and what are the attention points that we need to communicate to households?

· How can we integrate the consumer’s perspective and better understand consumer aspirations?

· What is needed in terms of process to support informed choice?

· Can technology options handbooks be instrumental in ensuring informed choice? If so, how?
What are the different technology options, and what are the attention points that we need to communicate to households?

Participants discussed ecosan toilets, double pit and drop-hole; improved long-drop toilet; different types of pour-flush toilets: with bathroom combined, with water-seal connected to double off-set leach pits, without water seal, with ventilated pits, and the“Easy Latrine”.

Of all the sanitation facilities discussed, the following five sanitation facilities were preferred most:

1. Ecosan toilet: double pit composting toilet with urine diversion
2. Pour-flush toilet with bathroom combined

3. Pour-flush toilet with water-seal connected to double off-set leach pits

4. Improved long-drop toilet
5. “Easy latrine” – pour flush latrine
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[Photos: left: double pit composting toilet, right: pour-flush toilet with water seal, taken from Bhutan handbook]

Many participants also preferred a combination of ecosan toilets, pour-flush toilets with water seal and the easy latrine. Some of the reflections of the participants on each of the preferred options are described below.    

Participants believed that the ecosan toilet was better for rural areas rather than urban, because of the use of organic compost for agriculture. They emphasized that accepting and using an ecosan toilet is very cultural specific. In many countries water for anal cleansing is needed which means a more costly design. The option to have a movable design as is done in Uganda was seen as a better option. The ecosan toilet requires lots of training on operation and maintenance.
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The pour-flush with bathroom attached got lots of credits: participants found it very positive to have a bathroom attached. “Excellent” and “meets local demand” were some quotes expressed a lot by participants. There were some questions though on the complicated design, the space needed and the costs for construction.
Many participants also appreciated the pour-flush toilet with water-seal connected to double off-set leach pits, although it needs quite some space. Participants remarked that it would not be suitable for small households (2-3 people). The pits seem to be large and it was suggested to make a table with family size to decide how large the pit should become. Participants wondered how to avoid that both pits are used simultaneously; this was not clear from the design.
[Photo: pour-flush toilet with bathroom attached, taken from Bhutan handbook]

The improved long-drop toilet drew a lot of attention from partners from Laos and Vietnam, because it looks like traditional practices of hill people. The idea to take a traditional design and improve on that was considered a good idea.
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[Photos: improved long-drop toilet, taken from Bhutan handbook and the ‘easy latrine, from WaterSHED]

The easy latrine from Cambodia drew attention because it was a simplified design, which reduced costs of the latrine from 250 USD to 34 USD approximately. The idea is that simplifying design could be an area to look into for different options.

Overall reflections on technology options were:

· It’s important to provide information on a range of options that address different consumer segments, but not too many options which will confuse people (so 5-6 options is considered optimal)
· Facilitators should support household reflection on advantages and disadvantages of different options both for purchase, construction and maintenance (cleaning and emptying)
· Special attention has to be given to simplify designs and make cheaper options that still are attractive to consumers

· Special attention should be given to upgradable designs and the possibility to include bathrooms (in future).

· Constructors and facilitators should support consumers to plan for the desired option from the start and support consumers to build that option in steps instead of having to start with a less expensive (but not desired) option, e.g. a pit latrine. (“upgradable” toilets)
How can we integrate the consumer’s perspective and better understand consumer aspirations?
When supporting informed choice, we need start from understanding what is important for household’s themselves. This is not necessarily the same as the engineering and health perspective. Also, it will be different for different geographical contexts and households.Christine’s presentation introduced this different perspective, thinking about consumer aspirations:
· High status from a modern and impressive toilet

· Convenience from having a toilet in or attached to the house

· Cleanliness and no bad smells by having the toilet at some distance from the house

· Privacy and safety for women and girls by having the toilet inside the house or compound

· A full bathroom, that is, a toilet plus a shower plus a hand washing basin for convenience, status, privacy, good hygiene and attractiveness

· Increasing the value of the private property
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[Photo: Beautiful, easy to use, flush and clean toilet / Sijbesma, IRC]
Christine also emphasized that different consumer segments will have different aspirations for toilet design, depending on their status, profession, class or position. For example: men prefer status, modern technology, impressive building, incremental value, protection of household; while women aspire privacy, convenience, an attractive interior, a toilet or bathroom which is easy to clean, low or no water collection requirements, clean environment, no bad smells, safety to children.
If a consumer is a farmer he or she may aspire productive uses (fertilizer, compost, energy, fish food), composting time, cost savings or income gains, while shopkeepers would go for  no or limited distance (close to the shop) and time savings. Physically disabled users aspire usability, convenience, dignity, hygiene probably more than other consumers. 
These are some questions consumers ask according to Sijbesma’s presentation on consumer aspirations:

· What local toilet materials are available, what are the prices, is it attractive? Will it be accepted by all household members?

· Can designs be adjusted when materials are lacking or too costly?
· Are toilet designs and pits not over or under-dimensioned for people’s physiques and family size developments?

· What hand washing facility options are possible?

· What should the toilet/bathroom contain inside and outside? (e.g. a laundry basin)
These are examples. To get to know the aspirations of consumers in a certain community it is important to segment and to learn from each group as each has own aspirations. Understanding consumer demand (aspirations) is a key activity of the sanitation supply chain analysis. Information about consumer aspirations leads to adjustments to toilet designs, marketing, pricing, financing options etc. In a later stage, understanding consumer aspirations helps to prioritise the information that needs to be given to households for informed choice.
What is needed in terms of process to support informed choice?

Besides the type of information that is needed to allow households to make an informed choice, we also discussed the process. Basic conditions for households to make an investment decision are to have time and to be able to share and discuss relevant information within their household. We reflected that often handbooks are brought to the community and information on options is given in a community meeting. As the handbooks are then taken to the next community by facilitators, it is very difficult for households to discuss options within their family. Also, sometimes it is expected that decisions are made on the spot (signing up during the meeting). 
The general consensus was that in-expensive photocopied one pagers (that can be given as handout to household members) are more useful for informed choice than glossy, expensive manuals. An example is the information sheet prepared by WaterSHED Asia, which is one page double-sided with the option for suppliers to fill in their own name and product prices.
Another conclusion was that informed choice activities in a meeting needs to be supported by household visits, discussing advantages and disadvantages of different options for the family. In the example from Bhutan, this is consistently done with all households during post-triggering, but in other countries it is done in meetings and household visits are only done on demand. As household visits are time consuming, the question is to what extent it is feasible as an integral part of a scaled programme.

A related question is to what extent such informed choice activities can be fully done by the private sector. In the example from Cambodia, the sales agents, who earn a small commission for each toilet sold, visit households to sell a specific technology from a specific supplier. Making sure that all households have access to information about different toilet options is of course not the responsibility of the private sector, and there is little incentive for them to do so. 

Can technology options handbooks be instrumental in ensuring informed choice? If so, how?

With the information needs and process aspects needed for informed choice, participants review 13 technology handbooks for rural sanitation from different organisations across the region. (See annex 3 for details). The following conclusions came from that review:
· From the way most handbooks are written and the format in which it is printed, it is clear that most are not used for informed choice but for information for professionals.

· Many handbooks are too expensive (glossy) for distribution or even use with a large number of communities

· Many handbooks have a mixture of information: background information, technology options etc, and the target audience is not very clearly defined. Some handbooks have too much detailed technical information which could be better placed in annexes.

· Often there are too many technology options presented which in practice are not very different at all. (>10 variations on a pit latrine)

· Hardly any handbooks provide guidance on how this could be used, or on the process of supporting informed choice.

· Very few handbooks provide good information about maintenance and pit emptying, none about upgrading.

· The most common technologies described in handbooks are pit latrines, VIPs and pour-flush toilets. Relatively less attention receives the composting toilets, toilets with bathroom (only one) and long-drop toilets (or adopted traditional toilet types).

· The ‘easy latrine’ handbook only features the easy latrine.
· A couple of handbooks had a separate section of adjustments that could be made for special needs and disabled people, which was seen as a necessary thing
As a result of the review and the reflection, groups proposed “quality criteria” for sanitation technology handbooks, which are listed below:
· You will probably need different materials to support:

· Learning by professionals on technology options (more background on health and how to support informed choice)

· Training of masons on design of toilets (more technical drawings)

· Informed choice activities with communities by facilitators (more accessible information/drawings and all info into one page)

· The handbook should not be too big, and (re)producing the guide should be low-cost
· Have suitable illustrations for households with little text

· Include different technology options with different materials and different conditions, well grouped, including adaptations for different needs of different consumer groups (e.g. disabled, elderly, children)

· A bill of quantity information for each design, plus costing sheets should be included
· The full cycle and the costs of the full cycle (construction, use, maintenance, emptying, upgrading) should be addressed
· Toilet and/or use characteristic that address key consumer aspirations, should be given attention in advantages and disadvantages 
· The handbook should include one pagers with key information about a technology option that can be photocopied for distribution to households
Part 2: Sanitation supply chain analysis
Introduction

The supply chain analysis uses the “value chain analysis”
 methodology which SNV is using for its work in economic sectors such as agriculture, tourism and forestry. It identifies the different players in the market, their relations and how value is added.

Shops selling sanitation hardware and masons building toilets exist in any country, but at the moment they only serve a tiny part of the rural households. In order to improve the sanitation supply chain it is important to understand how the sanitation market functions or does not function and why it does not have outreach. This is very similar to an “institutional analysis” which is needed for sanitation marketing work.  
The specific questions that guided this part of the workshop were:

· What is sanitation supply chain analysis?

· How to visualise and share outcomes of a sanitation supply chain analysis?

· What are the practical issues to take into account when doing the analysis?

Within this workshop, our discussion about market-based solutions was concentrating on creating access to sanitation hardware and services for toilet construction (and to a lesser extent maintenance. 
The supply chain analysis starts with the demands and needs of the consumer, which is an important first step as we have seen while discussing consumer aspirations. In terms of who is involved, we can think of a degree of participation of user committees, masons, and village latrine builders. Other organizations and groups involved could be: product suppliers and retailers, materials retailers, wholesalers, finance and credit institutions, construction material manufacturers (factories), private sector providers (formal and informal), component retailers etc.
How to visualise and share outcomes of a sanitation supply chain analysis?

While stakeholder mapping, interview and survey guidelines are of course essential for the analysis, visualisation is also important if we want to discuss findings with local private sector and government. Ultimately we would like to strengthen their capacities to improve rural sanitation markets. During the workshop the groups were given different examples for visualisation of the supply chains.
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[Figure 2: Visualisation as in "Sanitation Marketing for Managers" USAID HIP, 2010
]
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[Figure 2: Visualisation as by SNV Laos, Atsaphon supply chain analysis, 2011]
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[Figure 3: Visualisation as in SNV Vietnam's sanitation supply chain analysis for Muong Ang district, 2010]
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As part of the simulated value chain analysis in the field, visualisation was also practiced. The first group presented a simplified model showing the relationships between the consumers, service providers, government, NGOs and others. The second group needed two visualizations, one including lines of regulations, training support, finance and material flows; and one with the NGO and government services at each side of the diagram. We found that too much information makes understanding difficult. Visualisations should be very simply, or have several layers giving more in-depth information on parts of the analysis gradually.
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What are the practical issues to take into account when doing the analysis?
To get a feel of a sanitation supply chain analysis in practice, a field visit was organised with the kind and helpful support of the Dien Bien authorities and line agencies. The participants were divided into groups and each visited one or two households for informal observation and a semi-structured discussion. 
In addition the following specific players from the supply chain were visited:
· Vietnamese Bank of Social Policy;
· Department of Commerce and Industry in support of the sanitation sector at the district level;
· Group of masons in the sanitation sector;
· A materials supplier;
· A brick producer;
· Women's Union, both at village level and at district level.
Lessons learned from the exercise were mostly around the common understanding of the concepts (especially when involving different stakeholders) and the need to clearly set boundaries for the analysis. More work needs to be done on consumer segmentation, to see which part of the target population sanitation markets are catering for. 
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[Photo: Women’s Union at District level, Dien Bien, Vietnam/IRC Ingeborg Krukkert]
Part 3: Sanitation business models
Introduction
The reflection on different business models for rural sanitation markets can help to deepen the analysis as well as proposed solutions for strengthening markets. Typical barriers for market development (as mentioned during the preparatory discussion) are:

· Unclear unarticulated demands
· High transport costs
· Difficulties of information flows
· Unwillingness to take risks in pre-financing orders
· Lack of volume, profitability

Of course context matters, but these are barriers mentioned in all countries and can sometimes feel overwhelming. Looking at different business models, we see that the overall challenge is to reach many more customers. This can be done in different ways, for example:
· Simplifying products (making products cheaper or easier to construct)

· Simplifying the purchasing process (purchasing in groups, purchasing from one point, payment facilities)
· Increasing outreach to remote areas through networking or franchising models

· Increasing information by strengthening capacities for marketing and linking to existing communication channels

Though in practice the reflection on business models is part of the supply chain analysis and its recommendations, we separated this in the workshop, to give more part to sharing of existing experiences around business models. Presentations were given by WSP Indonesia, WaterSHED Asia, SNV Vietnam biogas programme and IDE Vietnam.
Questions in this third part of the workshop were:

· What are different existing sanitation business models in the Asian region? We discuss: one-stop model, micro-franchise model and network model.
· What is the relevance and applicability of these models to the different countries?
What are different existing sanitation business models in the Asian region?

Within the preparatory mail discussion, three different business models for rural sanitation markets were explored: 

1. One-stop-shop model

2. Micro-franchise model

3. Network model

These three models were further discussed during the workshop, using experiences from the region. It is important to take into account that models are always just that: models= a simplified description of reality to order our thoughts. Real cases to the contrary, have much more complexity and will only partially fit our theoretical models. The below cases only partially fit the models.
One-stop-shop model

The one-stop-shop model is a system in which a contractor or Sanimart is located in an accessible place where all sanitation-related materials can be purchased at once at affordable prices. We distinguish between a Sanimart (exclusively dedicated to sanitation) and other type of one-stop shops in which sanitation is only part of their business. Sanimarts often also showcase the health benefits of sanitation and hygiene, and have both promoters and a network of masons. However, the sustainability of Sanimarts is questionable. 
The one-stop model is a main element in WSP Indonesia's Total Sanitation and Sanitation Marketing (TSSM) approach. WSP Indonesia looks at the market structure and aims to simplify service delivery to the consumers. .
See example of WSP Indonesia below.
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[Figure 4: One-stop shop model used by WSP Indonesia]

The one stop shop sanitation model is initiated to:

· Increase the quality of sanitation facilities for those communities who became ODF without much attention on sustainability issues or for those who want to upgrade their sanitation facility.

· Accelerate those communities who are 'late ODF' and achieved open defecation free status 7-12 months from triggering to ODF and to the 'not yet ODF' communities, those who are still practicing open defecation due to various reasons.

The role of the one stop shop sanitation provider is two-fold: an intermediary one: to link sanitary product manufacturers with end – consumers. The second role is an aggregator role: to integrate products and services to add value to consumers by simplifying the purchase decision process. The process that is followed for developing the sanitation market is given below:

An important element of the market development, according to Kamasan, is to recognise the market segmentation or development phase of the demand. WSP uses one-stop shop models predominantly where pit-latrines are not an option due to land scarcity or soil characteristics, or where there is a growing demand for higher end toilets. Where there is underdeveloped demand, they have found the network model more suitable.
During the workshop Kamesan mentioned for example that he would be interested to see if the production and use of bio-gas from human and animal excreta can be integrated in the one-shop model in Indonesia. 
The micro-franchising model

The micro-franchising model is an application at scale, engaging small businesses in implementing one business idea. There is one person (or business) in the lead who owns a proven business plan and this person helps the franchisee with training, product development, branding,  bulk purchase etc.
  The basic idea is that not everybody is an entrepreneur and wants to be one; many micro-enterprises prefer to work according to a similar model. The franchiser can be a private company, utility or an NGO.
There is not much evidence of these kind of models in the sanitation business, although the 'Easy Latrine' model developed by WaterSHED comes very close as could be seen at the presentation during the workshop. Also, the SNV biogas programme has great similarities with the idea.  
WaterSHED's approach aims to reach more households with sanitation products and services by drastically reducing the costs of those products and services. This is done through pre-fabrication and mass-production of toilets, as well as standardised marketing.
[Photo: Increasing accessibility by transporting pre-fabricated latrines for on-site production / photo from presentation by G. Revell, WaterSHED]
Replicability and sustainability are pre-conditions for carrying out any business activity. Also, the aim for WaterSHED is to withdraw as quickly as possible and let the local and national players -public and private- do their work. They call it the 'hands-off' approach.
Another example is the Vietnam National Biogas program which is executed from a national level. Dagmar Zwebe from SNV Vietnam presented this model during the workshop. The government (Ministry of Agriculture and Rural Development, MARD) is the project owner and trains local technicians on both a provincial level (DARD) as well as in the districts to execute all the administrative and quality control issues for the program. These technicians train the masons to build the digesters. People are selected by the technicians for the training. Once the masons have more experience they might be selected for further training, enabling them to become (formal) small businesses with knowledge on marketing, planning and management. Already many masons take care of advertisement, after sales and management, and work independently from the programme's support; a development that - as long as the quality is to standard - the programme welcomes.
[Figure 5: Set up of biogas programme in Vietnam]
The network model related to cooperatives
The network model is a network or cooperative of masons, shopkeepers, middle-men – sometimes linked with public health workers- working together to provide services in a more or less coordinated manner.
This model can be applied as primary model for increasing access to sanitation; to encourage people to go from open defecation to an open defecation free community. Kamesan shows in his presentation on rural sanitation marketing in East Java that this model works at small-scale situations, in this case a sub-village scale covering 200-300 households; AND when a local actor acts as network catalyst. Roles of this local actor are to support access to demand information through identifying the needs and barriers and by generating demand through a CLTS triggering process. A second role of the network catalyst is to facilitate arrangement with local providers, e.g. looking for alternatives to solve local problem such as payment facility options, facility options to meet local characteristics, etc. and through mobilizing local resources for social work such as laborers and masons.

Important within the network model (and actually any model), is to work with the right people, that is:

· The right businesses who will be interested in this market beyond the programme duration
· The right people within those businesses
A challenge for this model is that different members often provide different quality. That is one of the reasons why IDE Vietnam dives deep into understanding consumer aspirations and carefully selects the masons they work with; to make sure these will cater for the different groups of households.  

Masons do not necessarily have to be men. This was an important lesson to learn from the Kerala (India) experience Christine Sijbesma presented. Although it was culturally not appropriated and against tradition, toilet demand creation - combined with shortage of trained masons - supported women masons to gain a place in the supply chain. It was not easy. Some women wanted the job, but doubted if they could, so first they got social and psychological training for confidence, teamwork and handling gender issues. After that they received hands-on technical training: making blocks, dig and line pits, cast platforms, install pans, construct superstructures. After building the first toilets the reputation spread that they were skilled; that the toilets were cheaper yet good and strong; and that the work and finishing was neater than that of male masons. Although in the beginning it was said that it was culturally inappropriate, both husband and wife liked that the masons in the home/yard were female, as husbands were away from home during the day. Women masons are now there to stay in Kerala. Financial and management training were added when women masons formed groups and acquisitioned work orders.
The reflection after this presentation was that it’s not about motivating women to become masons, but more so to identify which roles men and women have within sanitation enterprises and how to build upon that. For example, if in most hardware shops women do the administration, any training provided in that area should go to them. Also it was mentioned that though there might not be many female master masons in most countries, we do see women working on roads construction and as assistant masons. When we would work with female masons, it is good to include those women, not the people who have never worked in construction and have no real aspiration to do so in future.
Part 4: Subsidies and finance 
Introduction
Health goals will only be achieved by sustained hygienic sanitation behaviour by all, or at least by the vast majority of households in a community. For the poorest households it is often difficult to build sustainable toilets, and all participants shared the feeling that there should be some mechanism for support if our goal is universal coverage within a reasonable time frame. Even the most market oriented approaches, such as the low cost Easy latrine in Cambodia, have not yet been able to research whether the product is reaching all consumer segments. 
The discussion about subsidies or no subsidies is often not about the need or right for support to the poorest households, but about the problems that exist around subsidies in practice. Also, there should not be a value judgement against subsidies or support per se, because we have to recognise that many sanitation interventions make use of public funding to enhance coverage. For example public funding (government or donor money) is also used for sanitation demand creation and for sanitation business/ enterprise development. 
The question is more about effective and efficient use of public funding, so the questions are about:

· More or better quality coverage per dollar/ Kip/ Dong/ rupee invested

· Leverage of household investment per dollar/ Kip/ Dong/ rupee invested

· Reaching all consumer segments or wealth quintiles per dollar/ Kip/ Dong/ rupee invested
Whether the poorest households should be supported was thus not a question in the discussion, the question is how to do this effectively. Examples of support mechanisms, directly to households, via communities or channelled through private sector providers, were shared in the workshop, but first there were some presentations and a debate around the issues faced in subsidies in practice.
The questions for this part were:

· What are the issues to take into account when evaluating support mechanisms?

· What is the most effective use of public funding that supports sustainable access to sanitation by all including the poorest households – related to what different forms of subsidy and targeting exist?

· What is applicable in our own countries?

What are the issues to take into account for support mechanisms?

To get more insight around the issues of support mechanisms, we had a presentation about the use of subsidies and other incentives from the Vietnam and Nepal team. We also conducted a debating game on subsidies.

Review of subsidies for households in Vietnam

The presentation from Vietnam team presented a review of subsidies for household sanitation in two communes in Lao Cai province. In the area there were several different subsidy schemes:

· The central budget for National Targeted Program 2 (NTP2) on Water and Sanitation
· Preferential loans for water and sanitation by the Vietnamese Bank for Social Policies (VBSP)
· Local (provincial, district) budget
· Other development programs, like Program 135 to support 1800 disadvantaged communes
· Donations, charity from companies, NGOs and mass organizations 
One of the most important (in volume) is the National Targeted Program subsidies. The following subsidies are provided:

· Maximum 200 million (10,000 USD) for a commune, including technical support

· Material support (steel, cement, etc) for households (at least 80% of the budget for a commune)

· Funding up to 75% of the cost of the latrine

· Maximum 500,000 VND (25 USD) for poor households or households living in the disadvantaged communes

· Maximum 300,000 VND (15 USD) for other households.

However, there are no data on how many toilets have been supported from NTP2 and up till this moment there was no evaluation on how effective the subsidies are in increasing coverage.
The Vietnamese Bank for Social policies has the following provisions for subsidies:

· Loan for upgrading or building new water facility or latrine
· Maximum 4 million VND (200 USD) for each construction, but VBSP does not lend less than that amount.
· 2 conditions for loan: (1) rural area; (2) no water facility or toilet 
· Subsidized interest rate: 0.9%/month (market rate: 1.5%).
· As of 30 Nov 2010, the total outstanding loan for water and sanitation was 7,132 billion VND (360 million USD). This costs the State more than 500 billion (25 million USD) a year to cover the difference btw the market and subsidized interest rates.
· 1,350,000 households have outstanding WATSAN loans (30/11/2010)
· Almost 300,000 latrines were built in 2010 (to 30/11) from VBSP loans 
The other sources of subsidies are smaller in volume:
· Program 135: 1 million VND (50 USD) to buy materials for upgrading, repairing, building new or relocating animal pens or toilet. Target: poor households in communes or villages belonging to Program 135 (Decision 112/2007 of the Prime Minister)

· Local government budget: insignificant, especially in poorer provinces.

· Donations from corporations, NGOs, mass organizations: vary from province to province
In one commune, before 2010, about 4,800 USD was invested through two different mechanisms to support toilet construction for a total of 250 households. Sustainability was very low, and 100 toilets stopped working shortly after construction. In the other commune, four different support mechanisms reached approximately 440 households were supported with a total of 13,000 USD. 
One the problems encountered were the different support mechanisms with different criteria in one single area as well as the lack of real demand in the villages. 
After 2010, the support mechanisms were harmonised and households without toilets could register for support. The support ranged from 50-150 USD per household, with the requirement that households must build septic-tank or pour-flush latrines. 50% of the subsidy was given when materials were purchased and the remaining when the toilet was approved. This was combined with demand creation activities. The coverage rates in the villages of the communes have now increased (15-68% and 30-78% respectively), toilets are used and the subsidy managed to leverage significant household investments. The subsidy (only hardware) was 30,000 and 50,000 USD respectively. 

However, none of the poor households in Ta Phoi 3 village in Ta Phoi commune registered to build toilets, because they don’t have money to finish the construction to the standards required by the subsidy program and receive the other half of the subsidy. They still practice open defecation. People in Nam Ria 2 village (one of the poorest villages) in Hop Thanh commune left the toilets without walls. 2 million they received were enough for the septic tank, floor and squatting pan. No efforts by the households to make the toilet useable. Poor households did not make use of the VSBP loans.
What can be seen is that the subsidy did help to increase coverage rates and leverage household investment, but the modality was not effective in including the poor
.
Existing support mechanisms and official guidelines in Nepal

In the Nepal presentation it was seen that the existing support mechanisms are the following:

	Agency
	Type of support
	Equivalent amount $

	WSS line agency
	Support for non-local materials
	20

	Local bodies
	Materials and one skilled labour
	20-120

	WB WASH Fundboard
	Up to 25% of households of a WASH project are beneficiaries for a sanitation revolving fund
	25


However, the official guidelines say:

· No subsidy for private latrine construction  

· Provision of revolving fund and credit facilities
· Special financial support package for high risk, poor and disadvantaged people

This is confusing.
In Jumla district there a district sanitation plan has been prepared and endorsed by district council with active participant of 23 organisations in the district. All funding is going through the same channel (District WASH committee). The district level collaboration also led to lower level WASH committees (VDC
 level) for planning, monitoring, as well as providing incentives and rewards. Since 2009 VDCs allocate funds for sanitation and hygiene. 
The estimated resource available (US $) for sanitation in 2010/11 is now:
VDC (sub-district)

:50,000 
WSSDO (line agency)

:25,000
DEO (for school toilet) 

:75,000
DCC/DTO (local bodies)
:10,000
Projects 
            

:15,000 
Debating game on subsidies

After the discussion on the two presentations, a debating game was organised around the statement:
 “Subsidies are necessary to achieve full rural sanitation coverage”. Both sides stressed the fact that it is important that support mechanisms reach those who need it. 
These are the main arguments that were given in favour and against subsidies: 

	In favour
	Against 

	Subsidy is good if it is well targeted. It serves the poor and the market cannot do this.

	Subsidy creates dependency, is often misused, and it distorts the market.

	Only with subsidy we can get full coverage
	Reduces sustainability /ownership

	Everywhere subsidy is used in sanitation (worldwide)
	Corruption opportunities

	All developed countries did it: Switzerland and Sweden
	Only without subsidy there is evidence on full coverage

	Environmental health : prevention is better than cure
	Creates social division, conflicts and jealousy

	Software is subsidized
	It has to be well targeted, and this is difficult

	It serves the poor and the market cannot serve the poor
	Reduces the quality, then there is no incentive for the market to improve on technologies

	Only in a perfect market no subsidies are needed
	Subsidy cost the government too much: better use the resources for creating enabling environment (training, IEC)

	Development of low-cost options is subsidized
	Why do people not use a toilet? That is because of subsidies.

	Subsidy can improve the effectiveness of the market
	Agree some groups are disadvantaged but subsidy will not lead to ODF

	
	It encourages exclusion


What is the most effective use of public funding that supports sustainable access to sanitation by all including the poorest households?

During the preparatory mail discussion, an inventory was made of different modalities of subsidies and pro-poor support in sanitation in different countries. Besides the five countries where SNV and IRC work, there were also examples given from East Timor, Indonesia and India. 
The different modalities can be distinguished according to how support is channelled. These are:
1. Direct channelled to households

2. Channelled through communes or communities

3. Subsidies channelled through the private sector

Below are the different modalities within each of these channels. Further details can be found in the Dgroup discussion document.

	Funds directly to households

	    In the form of up-front cash

	    As vouchers

	    In-kind (as materials)

	    In cash after construction (this could be called out-put based)

	    Subsidized credit 

	Funds flowing to communities or VDCs/ communes

	    Via earmarked public funding for sanitation going to local government levels

	    As Post-ODF awards (not-earmarked) awarded to communities (or local government)

	Supporting funds going via providers

	    Output based incentives to providers (for example for serving certain more distant geographic areas)

	    Subsidizing a certain (low-cost) technology so that providers will sell that option at a lower price

	    Subsidized credit for providers, so that they can give (cheaper) credit to households


Another aspect of pro-poor support mechanisms discussed in the Dgroup, was the issue of targeting. Different forms of targeting mentioned were: 

· Geographical targeting: supporting all households in a certain geographical area. An example is the support given to Humla district in Nepal.

· Wealth-based targeting: supporting only those households that have been identified through a wealth classification. This can be the official identification of the poorest households, like done in Cambodia through the “ID poor” programme, or done by communes or lower government levels or done in a participatory way within a community.

· Self-selection: if only a very basic toilet is subsidized, only those families who cannot afford something else will apply for it.
All participants stressed the fact that it is important that support mechanisms reach those who need it. This is not only about targeting, but also about avoiding corruption in targeting and avoiding that money gets lost in the transactions or nothing ever reaches the intended beneficiaries/ target group. Everybody could give examples of difficulties to ensure effective use of support in practice.

A case study from Kerala called “How to make best use of public funding” presented by Christine Sijbesma, showed that an enabling environment with checks and balances needs to be developed to make sure the money will reach those who need it. The specific example was participatory identification of the households eligible for subsidies, which was then published for 2 weeks in a public place. This allowed for sufficient transparency to ensure that the wealthier groups did not capture the subsidy. 
While for some countries this model of publication of lists was a good example, others feared stigmatisation of families for being on such a list.
In the finance model of the Vietnam biogas programme, presented by Dagmar Zwebe, subsidy is paid directly to farmer through the post office; to be sure the subsidy reaches the person(s) it intends to reach.
Overall the opinion was that decentralisation of decision making is good, but it also needs good oversight.
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Annex 2. Summary of D-group discussions
Topic 1: roles of private and public sector in rural sanitation

Topic 2: to what extent can private sector development be supported

Topic 3: what pro-poor support mechanisms can help to achieve sustainable sanitation for all

References 

--------------

Topic 1 - What are the roles of private and public sector in achieving rural sanitation targets?

Of course context matters. In Bhutan and in Humla (mountains of Western Nepal) there is hardly any presence of private sector in rural communities. According to Katak the involvement of the private sector in Nepal is hindered by the limited demand for sanitation practices in rural areas and transport issues. In Bhutan, says Kencho, “the approach to business is sort of “if you want, come and buy – it is your task to come to us” rather than going out and market the products.” In contrast, in Eastern Java, Cambodia, Vietnam and East Timor there are large numbers of small suppliers and family enterprises active in rural areas. 

A commonality is that basically all participants consider “rural sanitation demand creation” a public responsibility. This can be done through promotion, social mobilisation (everybody), district awards for sanitation (Ari Kamasan from WSP Indonesia)  and/or by legal enforcement of household sanitation as suggested by Heino from SNV Cambodia. In relation to the latter, John Collett from SNV Bhutan suggests a swift of mind-set from sanitation as a stand alone to an integral part of house construction (and thus as a part of housing guidelines, training for builders etc etc.). Also, Mai Hoang from Vietnam, believes that there is a huge market potential in Vietnam if government targets are to be taken serious. This might even be a motivation for private sector to become (partly) engaged in demand creation and promotion.

Other roles that most of you consider public responsibility are:

· The research, development and training needed for offering a range of sanitation options attractive to different segments of rural households.  Vanny from SNV Cambodia gives examples of the introduction of a number of technology options (not so much for sanitation) by external NGOs. Also in Cambodia, in spite of the large number of small enterprises, affordable sanitation options are still very limited (starting commonly at 250 USD), so clearly options are not developing by itself.

· The improvement of information flows, outreach, linkages and to a large extent also building trust between consumers and providers. Raj from SNV Bhutan tells how the programme together with Health assistants and local governments build “trust and confidence” between suppliers and consumers. Ari mentions the key role of the Health centres as a trusted and credible source of information for people in Eastern Java, and Dinesh from WaterAid mentions the role of Integrated Community Health Care workers in East Timor. 

· Improvement of market efficiency and reducing costs. This relates to (high) transport costs and (low) volume of orders in most rural settings. It is mentioned as a barrier by Padam from SNV Nepal, however, Bimal  is “not fully convinced that remoteness is a major factor creating problem for improved supply chain. For example beer, coke and alcoholic drinks are available in every district headquarter because there is a market.” Kencho agrees, the key issue is that the people better understand the benefits and “that payments can be arranged for a suitable time when the rural communities get cash, eg: after a harvest season”. The issue of remoteness is taken up by the team in Bhutan by engaging local governments in bulk orders. It’s also taken up as an issue by the project in Eastern Java though the introduction of the one-stop-providers model and the facilitation of alliances with manufacturers to bring prices down. We will come back to this in the second discussion topic.

· Vanny and Raj both feel that quality assurance is a public responsibility, while Ari shares the expectation that the recently created association of one-stop-providers will play a role in accreditation and assuring quality of services. Similarly but in different words, Suchana suggests that the public sector should monitor performance of private sector providers. 

· Dinesh writes that in East Timor, public sector purchasing from private sanitation entrepreneurs is seen as  way to help the entrepreneurs expand their business and build momentum.

· Changing the attitude and perception of entrepreneurs about the size (=demand) and profitability (especially transport costs) of the rural sanitation market. This is mentioned by Raj who explains that most entrepreneurs do not see sanitation as a profitable market. Also the SNV Vietnam team found that for most professional entrepreneurs, rural sanitation is only a tiny part of their work, not the most profitable one, and they are reluctant to invest in outreach to remote communities. The lack of profitability might also be real however, making a market-based solution not possible without improving market structure and reducing costs.

· Regulation; policy formulation and enforcement say Kencho, Katak and Hom Nath. Ben Cole also agrees about this role as public responsibility but insists that it should be supported by long term strategies and consistent increase in resource. Likewise Heino argues that the overall strategy for sanitation must be a public one, and the goal of such a strategy should be to overcome the economic limitations in the field of sanitation.

· Refrain from market distortion says Bimal in relation to the current practice of government supplying the sanitation material which is often below the market prices or even free.  

· Another role that should always be public according to Suchana is to ensure access for all and attention to gender specific sanitation needs. This is not a responsibility of the private sector, as the government is the duty bearer of the right to (water and) sanitation. We will come back to pro-poor support mechanisms in topic 3.
· Development of PPP (private public partnership) is another role that Mai from SNV Vietnam thinks should be taken up by public.
With so many roles for the public sector in developing the sanitation supply chain, one of the emerging questions seems: “Is there really a market-based supply chain for rural sanitation developing or is this just a temporary/ artificial thing?” A market-based solution would be one that continues to exist after government or NGO support is finished.

a. Heino questions whether the conditions are in place for market development. From an economic perspective rural sanitation is “a public good with negative externalities”. Meaning that even if households invest in sanitation they still suffer the consequences bad sanitation practices by their neighbours.” He believes that only if a good public framework is set that overcomes these externalities, for example by enforcing sanitation standards in a sensible way, markets will develop. In absence of that, market development is artificial, and he wonders whether it makes sense to invest public funds in private sector development as long as conditions are not there for (sustainable) market development.

b. Raj asked whether there is a market for sanitation hardware in the long run, or whether it’s only just a one-off thing. In Lhuentse district in Bhutan, there is now an accelerated uptake and sales of ceramic pans, cement and pipes. Over the past 2 months almost 40% of households have purchased hardware. Will there still be a profitable market after almost all have installed toilets? 

c. Dinesh seems to point to a similar issue. WaterAid in East Timor is very encouraged to see that “most people are buying sanitation components and demanding TA to install them”. However, the prices are not going down by market forces. “We are struggling to convince [the entrepreneurs] to bring down the price to enjoy the benefit of economies of scale.” Perhaps the entrepreneurs do not really believe in a large long-term market? See also the comments above about “changing the attitude and perception of entrepreneurs”.

d. Even in the very good examples given by Ari about East Java, it looks as if there is not really competition emerging among “one stop service providers”. Do they have the monopoly in their area? How are prices defined?

Personally it makes me wonder whether we have already any evidence in our sector of long term, profitable, competitive rural sanitation markets….

Ben Cole shares his experiences from Australia: “I’ve observed how a robust private sector can support the development of an appropriate regulatory environment. The private sector (with support from Universities) has spearheaded the research and development of innovative, environmentally responsible and cost-effective rural sanitation systems e.g. composting latrines and reed-bed systems. Without a strong and informed private sector the level of innovation in the sanitation sector would have diminished, and potentially, led to the development of inappropriate and ineffective regulatory systems.”

Finally, there has been a difference of opinion on whether the private sector can and will provide sanitation services for the poorest households. Ari writes that “demand creation will provide opportunity for any providers to tap into the market ... also create innovation and competition to also reach the poorest segment of customers.”  Padam asks whether perhaps “different levels of support and subsidy for latrine construction have been the depressing factor for strengthening the supply chain and private sector development” in his area. Also Vanny mentions the need to be careful not to distort the local market by subsidies, though she also recognises that the market does not reach all and the complexity of good targeting of support. Dinesh mentions fully subsidized latrines for low income communities in East Timor and Hom Nath mentions that in Nepal in rural areas, sanitation materials are supplied by government and non government bodies free of cost.

Subsidy issues are also addressed by other participants. Bimal mentions the recently developed National Sanitation and Hygiene Master Plan 2010 (Nepal) which has made a provision of reward or incentives for declaring “open defecation free” community, VDC or district instead of providing subsidy to individual households for toilet construction.

--------------

Topic 2: To what extent and how should private sector development for rural sanitation be supported?

In this second topic we have tried to look for a market-based solution to overcome rural sanitation supply limitations. We asked you to comment on 3 possible business models:

a. The one-stop-shop model

b. The micro-franchising model

c. The network model

(please refer back to the introduction to this topic for the narrative on the models)

We also asked you about the use of public funding in supporting the set-up and development of rural sanitation business. 

Which  examples did you share?
By far most examples were about the one-stop-provider model in one form or another. 

· Christine from IRC told the story about  UNICEF and government supported Sanimarts in Bangladesh that later were replaced by spontaneous initiatives of small local entrepreneurs. Perhaps it was an unsuccessful business model, but apparently a successful process of market-based sanitation business development. The merit of the Sanimarts in the process was that they created the awareness among the local entrepreneurs that there was a rural sanitation market.

· During first topic, Ari Kamasan from WSP Indonesia shared the experience of the one-stop-provider in Eastern Java with the objective of  simplifying the purchase for households by: providing advice about latrine options, supply materials and services. The provider has better bargaining power with large hardware stores, because he/she buys larger volumes.

· Jackson Wandera from SNV Sudan, responsible for WASH in Eastern and Southern Africa, mentions different one-stop-provider attempts by NGO’s and government in his region. Either by providing seed money to entrepreneurs to stock sanitation and hygiene products in their hardware shops in rural towns, or by assisting masons to initiate production and marketing of slabs. He shares that many of these shops have not sustained the line of business over time.

· Both Dinesh from WaterAid Australia in East Timor and Padam from SNV Nepal in Humla shared incipient activities to set-up one-stop providers by supporting a selected entrepreneur in their areas. 

The different examples seem to be relatively recent and at small scale, which makes it difficult to say something conclusive about the sustainability of these models for “market-based solutions”. In a way it’s surprising, because the one-stop-provider idea has been around for some time (with variations of course). Sanimarts started in 1993 in India, and there was a small scale example in Nepal in 2003 which was not taken further. Kencho also mentioned the use of this model in the agricultural sector. It makes me wonder whether there is any comparative analysis available... (please share!)

We only have two people who mention examples of the network model:
· Ari Kamasan mentions two examples from Indonesia. One initiated by a school teacher who set up a savings group for sanitation and linked this to local retailers providing discounted materials and flexible payment terms. An important feature was the emphasis on transparent decision making by the community itself about suppliers. The other example of the network model from Indonesia is the collaboration of local leaders and business men with the health centre, linking the sanitation business closely to sanitation demand creation processes (CLTS). (Is this correct Ari?)

· The network example given by Christine seemed to have evolved from the one-stop-provider model. In the example from Quang Nam and Thanh Hoa provinces in Vietnam, she says, the process of transformation of local hardware shops into local contractor businesses went quite natural with minimal support. Only training and advice from IDE was given. However, later she also mentions that behind that training was DANIDA funded market  research and latrine design. A characteristic of the hardware shops/ contractors she says, was that they did not do only sanitation. Sanitation would be about 10% of their overall business.

Very little information is given about the external support that was given in setting up and developing these examples. It does appear however that all were developed with some support, be it from DANIDA, IDE, UNICEF, WaterAid, WSP or SNV. 

No examples were given of the micro-franchise model in rural sanitation. I do think that the SNV biogas model and the IDE Cambodia’s easy latrine, have some relation to a (subsidized) micro-franchise model, because of:

· the use of a standard, validated product, 

· with standard services & marketing activities, 

· all delivered through local small entrepreneurs. 

In Cambodia, with IDE support for design and marketing, the entrepreneurs market and sell a low-cost do-it-yourself latrine. (You can see the IDE/WSP video on YouTube, it’s 9.38 min., following this link: http://sanitationupdates.wordpress.com/tag/cambodia/  with apologies to the colleagues in areas with low-speed internet access.)

What do we think will work in our countries and why?
Not many of you commented on what could work in your country. 

· Dinesh suggested the one-stop-provider model because it avoids institutional complexities. He also sees risks in service delivery& quality, and therefore the need to promote competition among one-stop-providers.

· Kencho from SNV Bhutan does not have much faith in the one-stop-provider model. He does not believe it would be viable in Bhutan. He feels the network model or micro-franchise model has better chances of success because it links with the larger shops in town.

· Also Ruud from SNV Congo feels the network model could be the most appropriate, as it builds on the capacities of local people linking them.

There was not much analysis in the discussion about what could work where and why. Ari Kamasan suggests that the choice of a business model should be related to the development stage of the market. He describes two different stages:

1. Just moving away from OD; the demand is for sanitation; simple pit is applicable: do it yourself or network model would be most appropriate

2. The demand has evolved to demand for a certain type of technology or simple pit is not viable: one-stop-provider sanitation seems to be viable

Though we could ask many questions about this distinction [1], it is a step in the direction of trying to understand what could work where and how. There may be more factors that influence the applicability/ viability of one or another business model. Dinesh suggests that a micro-franchising model may be a next step once a few promising entrepreneurs stand out. So he relates the choice of a business model not only to the demand, but also to the capacities of entrepreneurs in the area.

What do we think about public funding for the set-up of market-based solutions?
The question remains: how much public funding should go into this, under what conditions and how to know what’s working? Particularly relevant when, as most of you showed, sanitation business development is a process, but how do we know whether it’s moving in the right direction?

· How much? We actually do not have figures on how much it takes to promote the different business processes/ models mentioned above.

· Under what conditions?

· Heino from SNV Cambodia argues that use of public funding is only justified when the programme aims to contribute to public health and for that it should be aiming at universal coverage .  Also it should be part of a broader rural sanitation strategy, not an approach that builds exclusively on private sector delivery.

· Saengroaj from USAID RDM for Asia, suggests that the condition is not only related to public health as such, but also to “further sustain development impact”, thus contributing to sustainable coverage. Public health over time?

· Kencho suggests that public funding should be invested in certain aspects of sanitation business development, such as market linkages, awareness creation and bringing private sector in. He does see risks for too much of government involvement as well. Also the Bangladeshi article that Christine cites, mentions that entrepreneurs preferred non-interference from authorities.

· Dinesh believes that the public sector should support sanitation business development to the maximum extent, at least in the establishment phase.

· Lucia from SNV Asia suggests to blend public and private investments, bringing different stakeholders together. She also says that even if the demand is limited, there is still a market. 
· Ruud says that in DR Congo there is no tradition of private sector involvement. In the single national programme that deals with rural sanitation and water, sanplats are for free, as is the pit lining by local masons if needed. The big challenge is sustainability.

· What’s working? I think that we have no clear criteria to assess what’s working. Sales at a certain point in time, while encouraging, do not (yet) predict sustainability. 

[1] The question is of course to what extent these are really distinct market stages because communities and districts are not homogeneous. Also, we have seen areas where the majority of people jump from OD to a pour-flush latrine. So much for the sanitation ladder... 

--------------

Topic 3: What pro-poor support, subsidies and other finance mechanisms can help to achieve “Sanitation for ALL”? 

For this topic there were 3 questions:

1. Why focus support mechanisms on the poor? (considering that our objective is universal coverage)

2. Which subsidy mechanisms do you know from experience (in your country)? What do you consider to be the most appropriate?

3. What do you consider to be the most appropriate targeting methods in your country’s context? (and why?)
Ad 1 Why focus support mechanisms on the poor? 
To this question you gave 3 types of answers:

· Because the objective is public health and we want to reach universal coverage said Barun from SNV Nepal.

· Dinesh from WaterAid Australia in East-Timor said: Because the poorer people have less purchasing power, less exposure beyond their communities so less access to information and because it might create social pressure to well off neighbourhood to build latrine as well.

· Because the ways current sanitation programmes are implemented is often excluding the poor says Socheat from SNV Cambodia. For example because sanitation programmes target accessible villages, people who have land, ask own contributions from people.

· Govinda from SNV Nepal mentioned that targeting and support to the poorest people is a government commitment in the existing plans and strategies on sanitation. So it’s an obligation.

This all justifies giving special attention to support mechanisms for the poorest households. It seems that we agree, but the question is how to do it...
Ad 2 Which subsidy mechanisms do you know from experience (in your country)? What do you consider to be the most appropriate? 
In the kick-off note on this topic, I mentioned 3 possible channels for subsidies with public finance:

1. to households

2. to communities or VDCs/ communes

3. via providers

However, most of your argumentation on whether or not to public funding should be used for subsidizing sanitation, are centred around the idea of subsidies to households. Most arguments were given against subsidies, but you did not always fully explain your point of view, so please correct me if I’m wrong:

· If we introduce support mechanisms (subsidies) for the poor, the concept of CLTS will be destroyed (Syvibola from Plan Cambodia)

· Most subsidies do not reach the poor households in practice due to badly conducted local information processes (Christine) or badly conducted targeting processes (Syvibola)

· Non-poor people get themselves enlisted as poor households and receive subsidies unintendedly (Christine)

· There is not enough money to serve all the poor households (Christine)

· Subsidies affect other programmes in the area that require participation (Syvibola)

· Subsidies distort market development (Christine, also mentioned by Bimal from SNV Nepal in an earlier topic)

Still, in most countries subsidies for sanitation are a reality, either to households, or to communities or to providers. Also, most people feel that there should be some support for poorest households in order to reach universal sanitation and equity goals. 

Below the examples of different forms of subsidy that were mentioned:

	Funds directly to households:

	a. In the form of up-front cash
	Syvibola mentioned a contribution of a certain % of the costs of household latrines in the case of Cambodia.

Bimal explained that this form of direct support to households is not allowed in Nepali policy (though it sometimes happens in the case of sanitation). 

	b. As vouchers
	Nobody mentioned an example of this.

	c. In-kind (as materials)
	Padam from SNV Nepal mentioned that about 42,000 USD is given in materials in Humla district.

Syvibola mentioned that in Cambodia the materials for the underground structure are provided. Barun from SNV Nepal also mentions material support in the Oxfam programme in Nepal. This was given after social promotion. Govinda points out that support in-kind only works if the households receive the type of materials they are interested in. (you need to know their aspirations).

	d. In cash after construction (this could be called out-put based)
	Not mentioned.

	e. Subsidized credit 
	Both Barun and Govinda mentioned the Sanitation Revolving Fund Loan for the case of Nepal. Barun explained that with Red Cross this money was given on the basis of wealth ranking done by the water users’ committees. Govinda explained that in his area it did not work because the release of funds was too slow, targeting took too much time and the sanitation process lost momentum.

	Funds flowing to communities or VDCs/ communes:

	f. Via earmarked public funding for sanitation going to local government levels
	Christine gave the example of a pooling systems in which all different funds are combined and the support mechanisms are implemented by local governments. Also Govinda mentions that in Jumla, the local government agencies implement a hybrid type of subsidy mechanisms depending on the resources available.

	g. As Post-ODF awards (not-earmarked) awarded to communities (or local government)
	A lot of examples of ODF awards from Nepal by Padam, Barun, Bimal and Govinda. They all question how the money is used and whether it’s the most appropriate way to support sanitation. Money is either given to each household equally or used in an ODF celebration. Barun says: “We can save enormous money that supposed to spend as reward, if we could find out the proper pro-poor households those need to be supported”

	Supporting funds going via providers:

	h. Output based incentives to providers (for example for serving certain more distant geographic areas)
	Not mentioned

	i. Subsidizing a certain (low-cost) technology so that providers will sell that option at a lower price
	Christine suggested this as an option that could overcome the problems associated with subsidies mentioned above.

	j. Subsidized credit for providers, so that they can give (cheaper) credit to households
	Not mentioned


Syvibola said that the preferred option would be cross-subsidies within the communities (in which richer households support the poorer ones). This option is not included in the table since this is not public funding. Funding is often channelled via the utilities. This option is often mentioned when dealing with water supply; it may be less feasible for sanitation services.
In order to make optimum use of existing financing mechanisms, the following requirements are needed: coordination and harmonisation in the area to make sure that demand creation is done first (Socheat). The contributions from Nepal all mentioned the complexity of dealing with different parallel subsidy systems in one geographical area, and the need for harmonization of approaches. As Barun said, that does not imply a one-size-fits-all, but transparent decision making. Bimal argues for more decentralisation of the decisions about support mechanisms:  “I am in favour to make local institutions more accountable and capable to make their meaningful decisions and implement effectively.” Local governments should be able to enforce the agreements in the district sanitation plan, so that none of the external organisations goes against it. 
Ad 3 What do you consider to be the most appropriate targeting methods in your country’s context? (and why?)
Many mentioned the need for targeting, because public funding is always scarce. Also much of the sanitation investment so far has gone into blanket subsidies, which is simply not scalable. Regarding the targeting methods mentioned in the kick-off document, you mentioned the following:

· Padam suggested geographic targeting (you support all households in a particular selected area), arguing that among the World Asia is poor, within Asia Nepal is poor, within Nepal Karnali region is poor and in Karnali Humla district is poor. 

· Means-tested targeting (on the basis of a survey, you define which households belong to which wealth classes.) was not preferred by any of the contributors, but is an existing practice in several countries. In Cambodia there is ID poor. In Nepal the Poverty Alleviation Fund (PAF) has prepared a data base on poverty mapping, but it’s often outdated. Dinesh mentioned the three criteria used in East-Timor: female headed, disabled, and households with no income (such as no farm land). 

· Community-based targeting: (selection of the poorest households on the basis of participatory decision making by the community). Most of you preferred some form of PRA, because you feel it’s more up to date and giving decision making power to the communities. Many mentioned that good facilitation skills are needed for this. Few questioned the influence of community level power relations on participatory wealth ranking, and whether or not programmes are capable to ensure good facilitation skills at scale.

· Nobody mentioned self-selection as a targeting method.

Bimal suggested that the best way is to build on the existing targeting mechanisms, making those processes more transparent and inclusive. It is not very cost-effective if every sector (health, WASH, education etc) does its own targeting.

--------------
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Annex 4. Facilitation method: Debating Game
Statement selected for this debate: subsidies are necessary to achieve full rural sanitation coverage
Debate steps

1. Explanation of the debating game (procedures, rules as well as timing). (5 min)

2. Presenting the jury (3 people) (2 min)

3. Formation of groups (1-2) (3 min)

4. Presentation of the “statement” (1 min)

5. Debate (see procedures)

6. Verdict (5 min)

Ad 1 Explanation of the debating game (procedures, rules as well as timing).

We will explore the value of a statement on subsidies through a debating game. For this purpose the participants will be divided in two groups. One group will argue in favour of the statement and the other group against. The division in groups will be irrespective of their own convictions regarding the statement. (it’s a game). There will be three rounds of argumentation, and the time for talking is limited. We will ensure that each group has equal opportunity to talk.
The challenge is to convince the jury, not so much the other group. The jury will weigh the arguments against each other, irrespective of their own personal opinions. It may well be possible that a position wins that is actually not endorsed by the jury, simply because it was argued very well.

Generally in a debate the first round is used to lay out the interpretation of the statement and explain the main arguments. The second round can be used to refute and argue against those arguments presented by the other group. And the final round should be used to summarise all the arguments. It is therefore important to divide roles among the participants and make sure that the arguments of the other group are written down.
Rules of the debating game

1. The objective is to convince the jury of the position of the group

2. The jury decides which group has won and this decision will not be discussed further

3. If the jury does not understand or is unable to hear what the group says, this is the responsibility of the group

4. There is no flexibility in the assigned time. It’s the group’s responsibility to start on time

5. The decision of the jury is based on the consistency and coherence of the arguments, as well as the response to the arguments of the other group

6. The discussion statement will not be explained, that is the task of the group 
(to define what you are talking about)

Ad 5 Procedure of the debating game

1. Preparation – 20 min

2. First round: 10 min

	In favour (starts)
	Against

	3 
	3

	2
	2


3. First retreat: 15 minutes

4. Second round

	In favour 
	Against
(starts)

	3 
	3

	2
	2


5. Second retreat: 10 minutes

6. Final round

	In favour (starts)
	Against

	3 
	3

	2
	2


Ad 7 The verdict (decision of the jury)
The jury presents its verdict, indicating the different types of arguments that were presented and the ones that were refuted. Also it indicates which were not arguments by actually sentiments or accusations (those do not count), and arguments that were the same argument in different words. 

It’s important to avoid that the jury steps away from its own position about the subject and only looks at the arguments presented.

Materials needed:

· Stop watch

· President’s hammer

· Paper with rules of the game

· Paper with the times

· Paper with the statement

Summary of the Debate
	IN FAVOUR
	AGAINST

	...

…

…


	…

…

…


Verdict:

Annex 5. Facilitation method: World Café
The World Café method is based on the experience that people interact in more meaningful ways in a relatively informal relaxed and unthreatening environment. That is why the method’s name refers café’s, where people meet at a table or a bar and have creative conversations and eventually take some notes on the (paper) table cloth about interesting ideas. 

Objective: To put a group of people interested in a specific topic at ease in a comfortable and relaxed atmosphere, which allows them to interact creatively and address the issue at hand in a constructive way.

Organizing a world café requires some upfront preparation. It lets (large) groups interact and have creative conversations (i.e. exchange of ideas) over a relatively short time in different constellations about a clearly defined set of interrelated issues. A clear and compelling theme is formulated up-front into a series interrelated discussion topics / questions (typically 3) and an interested and committed group is invited (minimum 12 participants, maximum not defined).
The minimum time required is typically between 45 and 90 minutes. Its facilitation requires an experienced and firm facilitator.
Typical application situations include: identification of problems and solutions; pre-planning creative ideas development; strategy development; developing team spirit and commitment; promoting authentic exchange between people.
Process: basic steps include:

· Participants are invited to the World Café, explaining in general terms the purpose and central issue or theme of the event, but not the conversation questions (see below). If the World Café is organized within a larger event, it doesn’t have to be announced in advance at all;

· Up front formulation of 3 inter-related conversation questions that address key aspects of the issue for which the participants come together. Ideally there is a logical sequence of the 3 questions, i.e. the questions somehow encourage deepening the conversations around the central issue;

A typical sequence of questions could consist of:

1. A question asking participants to discuss how they see or understand the topic at hand;

2. A second question asking participants to inventorize what are the main or priority aspects of the topic to address;

3. A final question asking participants to formulate ideas about how to address (solutions) the topic at hand.

More information on this method and other facilitation methods can be found on the IRC web page called “Facilitation toolkit”at: http://www.irc.nl/page/27766 
Some of the take home messages from participants after five days were:





Know existing roles of women in sanitation business and see how these can be strengthened





Look at the selection process of masons and build their skills to meet the demand





Demonstration of sanitation models and let consumers ‘touch and feel’





Look into new payment methods such as saving groups and instalments





[Photo: Tran Viet Hung reflects on supply chain visualization]





Four steps to establish the sanitation market � (adapted from Ari Kamasan, WSP, Indonesia)


Assessment and analysis of local private sector �Who are the actors, in which part of the chain, doing what; looking at the costs: what margins are added to the cost? And what are the constraints at each level to sell?


Assessment and analysis of consumer side�What do the consumers purchase? Where and how?  What do they install by themselves and what by a mason? What are they willing and able to pay?


Gap analysis�What are the current sanitation technologies and models; processes of delivery to consumers; costing options in every part of the supply chain.


Identify steps to reduce the gap�Depending on the gaps found, steps to reduce that gap need to be agreed upon. For example, in Indonesia these steps were: create demand for lowest cost model(s) and do-it-yourself construction thru CLTS triggering; train masons as key actors on those models which have a local demand; and encourage the more enterprising local provider to start providing all materials and services to the customers for those models and market that model.








� The D-group discussion is an electronic email discussion to exchange and share ideas and learning from cross country and multi professional’s experiences in water, sanitation and hygiene sector in Asia. SNV promotes involvement of local partners from government and NGO to have direct exchange of ideas with invited resource people from IRC and other international organisations.





� We recognise that the ladder concept is questionable in itself, because it’s hierarchical while more expensive technology options are not necessary more sanitary, and also because it conveys the idea that you have to climb the ladder step by step, while we’ve found that many households prefer to move from OD directly to a high-end sanitary toilet (not building a pit first). In spite of that, we are using the ladder concept here, because it has become so wide-spread.


� Please note that public sector includes support given by donors and NGOs.


� Within economic sectors, value chain analysis is defined as the sequence of processes from inputs for a specific product or service to primary production, processing, marketing to final consumption. However, within the WASH sector, the terminology “value chain” is mostly used for looking at the collection, transport, treatment and reuse/disposal processes of human waste. �Therefore, in order to avoid confusing, we agreed to talk about “supply chain analysis” as opposed to “value chain analysis”.





� Available at: http://www.watershedasia.org/wp-content/watershed_resources/Sanitation_Marketing_for_Managers.pdf


� Some sources that can be consulted on micro-franchising are: 


Fairbourne et al (2007). Microfranchising: creating wealth at the bottom of the pyramid. Portland (OR), USA, Edward Elgar Publishing


Lehr, D. (2008). Microfranchising at the base of the pyramid. Working Paper. New York, USA, Acumen Fund. Available at: �HYPERLINK "http://www.acumenfund.org/uploads/assets/documents/Microfranchising_Working%20Paper_XoYB6sZ5.pdf"�http://www.acumenfund.org/uploads/assets/documents/Microfranchising_Working%20Paper_XoYB6sZ5.pdf� 





� At the moment SNV is working together with the Women’s Union to support savings groups which help the poorest households to be able to access the subsidy.


� VDC= village development committee, a sub-district.





1

