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Presentation Notes
The Alternative Pro-Poor Sanitation Solutions initiative pays special attention to the active involvement of the private sector in sanitation supply, promoting it as a business opportunity to benefit local development as well. It is a strong market - driven approach which implies moving from the vision of the poor as “beneficiaries” to the vision of the poor as “customers”.  The implications of this shift are crucial. While beneficiaries have necessities to be fulfilled by either the state or the municipality, with little concern about their visions and preferences, customers have the “right to choose” among different alternatives, they are responsible for good decision making and have the power to shape supply. 
If you will attend to its session, I promise you will be part of the reflection of the potential opportunities and challenges of involving the private sector in the improvement of sanitation for lower income groups in Peru.

The Alternative Pro-Poor Sanitation Solutions initiative is a public-private-social alliance headed by the Peruvian Government through the Vice Ministry of Construction and Sanitation of Peru, Lima’s public water utility, the National Direction of Environmental Health of the Ministry of Health, the World Bank, the Swiss Agency for Development and Cooperation, the United States Agency for International Development, the Americas Fund, the Ensemble Foundation and the Water and Sanitation Program administrated. The partners also include private sector companies, NGOs, financial institutional, sanitation manufacturers, local providers, local governments, local authorities and leaders, and other diverse stakeholders.
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The content of this presentation has expected to share with you the model, the process and some highlights of the initiative, as well as the philosophy behind it. 
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® 12 million people do not
have sanitation services

® Less than 25% of wastewater
receives treatment

® Only 3 of 10 latrines are in
good conditions

® 8 of 10 children less than 5
years old who have latrines o _ . R
1) Ministry of Housing, Construction and Sanitation. National
do nOt use them Sanitation Plan 2006-2015. March 2006

2 WSP. Behavioral and demand base line study in Peru. IMASEN.
June 2007
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Firstly I would like to present the main sanitation data of the Peru context.
At national level, almost 12 million people live without access to sanitation services. 30% of them are in the urban areas and 70% in the rural areas; and less than 25% of wastewater receives treatment.
According the results of the base line studies developed in the five pilot zones in which the initiative has implemented, only 3 of 10 latrines are in good conditions and 8 of 10 children less than 5 years old who have latrines, do not used them. 
In other words, it means current sanitation access hides information in terms of services’ use and its satisfaction.
It is important to mention that these studies also showed that the half of the urban poor is willingness to invest in improving their sanitation option or in a new one. It occurs basically because they are not satisfied with their current sanitation services.
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The big question for us is, is it possible to develop a sanitation market for the poor? Usually the relationship between sanitation supply and users has been intermediate by the NGOs, the State or the donors. The initiative is trying to prove that it is possible to build mechanisms to put together suppliers and consumers. Why? Because it could reduce transaction costs for the poor to access sanitation systems and the same time, it could imply a change of paradigm and renewed roles for different actors; opening opportunities to explore the potential of market mechanisms in development strategies. 
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We think it is a paradigm change because it implies 
a new client moving from the beneficiaries to the costumers and citizens
A new behavior changing the external decision choice to costumer decision choice
A new product because we are proposing different options and a demand driven approach
And finally a new role for the state, participating in multi-stakeholders alliances and bring subsidies to market development
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The inclusive sanitation market approach is based on the interaction of four elements: 
a demand who gives priority to sanitation, because identifies tangible benefits, for example the value of their housing investments and their social status, 
a competent, articulated and profitable local-national supply, able to provide an integrated sanitation package in terms of infrastructure options, services, financial facilities and post-purchasing advice and support
financial facilities which includes financial products for sanitation from the private sector as well as subsidy government programs such as “Techo Propio” (housing subsidy) and “Juntos” (direct subsidy to extreme poor population); and 
Strong partnership platform committed to sustainable promotion and regulation of this market.
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The initiative is building on these multi-stakeholders alliances that include the State, donors, private financial institutions, sanitation manufactures, NGOs, educational institutions, as well as adverting companies, services enterprises, and other diverse partners. 
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The initiative has been implementing in five pilot zones of Peru. These localities are representative of the diverse cultural, geographical and social conditions of the country: the urban marginal areas, rural areas, small towns; the coast, the highlands and the jungle regions; the poor and extremely poor targets, as well as the households in terms of access to water and sewerage systems.
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This approach is focusing in the development of an integrated package supply, able to respond of the expectations of people in terms of suitable, sustainable and low-price sanitation options.

This package includes the integration of 4 components: sanitation technologies for the different segments, quality services for construction, installation, emptying and fixing; financial options through different mechanisms; and post-purchasing support for customers incorporating community promoters. It supposes education in the use and maintenance of the sanitation services, such as a credit culture.

The design of this package is carried out in alliance with the private sector. It has incorporated the active participation of large enterprises of the sanitation industry, the private financial system and local providers so as to offer integrated solutions to poor families.
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The initiative has developed a catalogue of alternatives under five main sanitation technologies. This catalogue includes sanitation options for people without access to water services, such as ventilated improved pit latrines or ecological latrines; for families with water services and without sewerage systems (conventional septic tanks); and for families with access to sewerage systems but without house connection as yet. The design of these alternatives paid special attention to adequate building, privacy and suitable shape.

The NGOs on charge of pilot projects, as well as national sanitation suppliers worked together in design of these sanitation technologies, fixing prices, proving prototypes and adjusting materials. The process of product design has a final stage that includes technical and social validation. Technical validation ensures that the sanitation alternatives meet quality and technical standards, while social validation ensures customers satisfaction.
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With the aim of incorporating financial facilities in the integrated sanitation package, the initiative called and received a positive response from the local and national financial sector. Three different kind of private financial institutions have been involved: international banks (Scotiabank), national and regional micro-finance organizations (Mibanco, Edyficar, CMAC Cusco) and non-regulated institutions integrated by community-based organizations and NGOs (ADRA). 

The financial products and schemes that are going to operate are diverse. For instance, Maestro Home Center in Lima - a sanitation wholesaler - is going to promote a credit card, while micro-finance institutions are operating individual and community loans, as well as the NGO savings groups. 

All these financial partners will make a deposit in the local providers’ accounts for loan disbursements to assure the credit will be used in sanitation.  Interest rates vary between 24 and 70 percent per annum in periods ranging from 6 to 60 months. 

As I mentioned, currently the initiative is also working with the subsidy government programs in order to improve the access to extremely poor segments. They have the possibility to use the money of the government in their sanitation investment, but in all cases it continues been an individual choice.


community leadersnip &
demand motivation

PROMOTERS L |
Sale & Education B\ | COMUNICATION

Campaigns

HEALTH

SCHOOLS | s i 4 CENTERS



Presenter
Presentation Notes
The initiative has designed a communication strategy to make visible for communities and families the gains and benefits of investing in alternative sanitation. The communication strategy integrates promotion, information and education. According to the findings of the demand studies, this integrated communication strategy focuses on the association of sanitation with the parameters of a “decent house” integrating the toilet to the vision of a prestigious, urban and modern house.
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As you can see, this advertising takes into account elements of the local culture, it integrates the colours and the language that local people feels familiar. The poster at the right side shows you the rural format, such as the left one has been created for the urban areas. The main message is if you have a throne in your house you will feel like a kings.
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The business model at local level is focusing in the articulation of the different entrepreneurs, trying to identify the best point of sale. It looks for new market relations in order to achieve new benefits, but especially to reduce transaction costs. Now, people have simultaneous access to sanitation products and services, eliminating the costs of dealing and the costs of getting information from different and dispersed providers. Householders are able to access to this sanitation package as a whole, simply by contacting a local sales promoter, while in the past they had to deal with all these key actors individually. The challenge is to validate the operation of this business model.
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The sustained involvement of the private sector in sanitation for lower income groups’ demands faces some challenges:

Meeting poor people’s demand of sanitation requires permanent innovation and research capacities to develop new sanitation products of quality and low costs. 
While behavioural change to endorse good sanitation in population is a medium and long –term task, enterprises have frequently short-term objectives. The challenge is to match this different timing between investments and outcomes. The role of subsidies becomes crucial in this regard. Subsidies can support getting to know the poor or the initial product design so that local actors such as the private sector can start playing in sanitation markets. 
The need to articulate the model (for example in terms of segmentation strategies) with the social programs promoted by the Government. At the same time, it implies a high risk for the approach, because could kill the emergent sanitation market.
The renewed roles of the partners is a big challenge too. Because it implies a paradigm change and a new mental models in the different actors. For example the public sector needs to involve with the promotion and regulation of sanitation markets, in its diverse aspects: product and service quality, optimal management of sludge for pits and waste-water, proposing them as business opportunities for the private sector.   

Also I would like to mention the implications of the current international financial crisis in the possible growing contraction of the micro-financial sector in Peru and the impact of it in the initiative’s development. 
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Finally I would like to share with you some highlights in terms of scale and sustainability:

First, the challenge is to establish an exchange, which be able adding value to each actor under a “win-win” situation and simultaneously can produce social benefit. The market approach is an opportunity because it is paying attention to the person and his satisfaction. If this satisfactory condition continues, this exchange will be sustainable in time.

Second, the partners need to be involved in the design and validation processes from the beginning, learning together, and at the same time building strong links to face the scale stage.  

Third, the only way to reach the success is the failure. The current learning of the initiative have showed it is important a sustainable positive climate during the partnership building process.

Finally, but not less significant, flexibility is a central issue to incentive markets. We need to be able to think out off our parameters and maybe we could discover that now more than in the past, the private sector is trying to find cooperation mechanisms more than competition scenarios.
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