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Executive Summary

On June 12-13, a variety of Microfinance Institutions (MFIs), Non-Governmental Organizations (NGOs), donor agencies and commercial banks met in London to explore sustainable scaling up of microfinance in the water and sanitation sector. The meeting was hosted by the Bill and Melinda Gates Foundation, with a goal to: 
· Develop common principles for assessing the viability of commercial microfinance in the Water, Sanitation and Hygiene (WS&H) sector, from the perspective of leveraging resources while achieving operational and financial sustainability over time 

· Develop a conceptual framework on what is needed to scale these market based approaches 

· Develop recommendations on the types of activities and approaches the various stakeholders represented could use to build on these themes

These principles, frameworks, and recommendations were pursued through an intensive two days of discussion, with a focus on actual experience and drawing from the diverse range of expertise from participants. About 40 practitioners around the world attended, representing the water and sanitation, microfinance, and commercial finance sectors. Representatives were present from Acumen Fund, BASIX, BRAC, CREPA, Deutsche Bank, EcoTact, GRET, Homeless International, IRC, KfW, K-Rep, Mahila Housing SEWA Trust, the Microfinance Facility, ReCap Advisors, SA-Dhan, SNS REAAL, USAID, Vietnam Bank for Social Policy, WASTE, WaterPartners International, and WaterAid. During the two-day convening, participants self-identified into one or more of the following stakeholder groups in order to promote cross-sector and within-sector discussions (some organizations straddled different categories): MFIs, local NGOs, international NGOs, donor agencies and commercial banks.
The discussions offered a refreshing level of candor on a range of topics, which provided a platform where concerns and requests for assistance (broader and more complex than requests for funding) could be expressed.  For example, NGOs and MFIs discussed operational issues with a surprising frankness which was matched by equally candid responses from donors and commercial financiers. Donor representatives articulated clearly what was needed to attract grant-based funds, while some local MFIs and NGOs criticised the widespread tendencies of donors to rush to an areas of demonstrated success, without thinking through the consequences of their entry into the market. Other MFIs stated that some funding came with conditions to work in regions in which they had no experience which put a lot of pressure on the MFI to operate in unfamiliar areas. Still, while the diversity led to a high rate of interaction, it also had its drawbacks, including some confusion around the different use of terms and their meanings, and suggested a need for training on the basics of finance for WS&H practitioners, and on the basics of WS&H for financiers.  
Some of the features for the event were different for many participants, and included: high interactivity and flexibility in the agenda, to accommodate discussions; very little use of PowerPoint presentations; pen drives rather than printed hand-outs for sharing information; demand-led coffee breaks, and organic and locally grown food, including healthy snacks.
Although some participants hoped to take home a ‘finished’ product, the questions that emerged seem more valuable than any ‘one-size-fits-all’ solution. Two intensive days of discussion resulted in several common themes:

1. Scale means different things to different people, and from different perspectives. For example, whereas ‘scale’ to a local NGO or MFI often refers to expanding activities to ensure greater coverage to poor people, scale to a commercial bank means increasing amounts of funding in a given area.  

2. To scale micro (small scale) finance in water and sanitation, both grants and loans are needed to support viable projects, yet there is need for careful use of subsidies.

3. There is a range of ‘facilitation’ and enabling support required to bridge demand and supply for using microfinance in water and sanitation.

4. While aiming for sustainable scaling up of microfinance within the WS&H sector, adequate attention is needed on targeting the poor and low income groups as well as ensuring that original MFI objectives are not lost.
5. Sector coordination is needed to achieve scale through the choice of local partners, entry points in the value chain and sharing of best practices as well as failures.

Results from a post-event survey indicate that there is active interest to follow up on issues discussed at the convening. A conference call is scheduled for July 17, to reflect on next steps for different participants as a result of the workshop. The call will be structured to continue brainstorming around to activate further interaction across the different sectors, in practical terms, to support sustainability and scale. Several practical ideas emerged from the workshop, including creating a portal where practitioners from varied fields can discuss their experiences in leveraging microfinance in the water and sanitation sector, share case studies for learning purposes (both successful and not-so-successful) and enhance a glossary of terms as understood by different sectors. A starting point for these activities is provided below.
