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1. Rationale for workshop  

Recent reports by UNICEF observe that 69 % of households in rural India still practice open defecation, with some states even having figures of up to 80 %. In this context socially responsible investment in sanitation refers to financial outlays by organizations towards lowering such unhealthy practices that only degrade the environment, lower the dignity of the women in the community and act as one of the barriers to social development. Investing organizations can range from financial intermediaries (Banks / micro finance institutions (MFIs)) to public agencies (Government /Bilateral and multilateral donors), community enterprises (SHGs) and civil society groups( NGOs). 

Grant based interventions in sanitation have had limited success in creating sanitation densities and social change due to several factors – some of them being: (a) the quantum of grant being inadequate to construct an acceptable yet functional sanitation system; (b) the grant beneficiaries in the population  i.e BPL
 families being ambiguous, resulting in low sanitation densities in the zone concerned with insignificant improvements in health status; (c) lack of financial stake of the beneficiary households in the intervention that somehow have failed to act as an incentive for usage and habit change; and (d) the sustainability of such interventions given the resources and the potential implementation leakages. 

Among the different forms of socially responsible investment, microcredit through SHG bank linkages and JLG
 based MFI interventions are growing the fastest. Microcredit essentially directs capital from investors and lenders to communities that are financially excluded. While traditional microcredit refers to provision of access to credit, equity and capital, i.e asset side banking products to facilitate immediate consumption or livelihood enhancement, new financial packages need to be developed under microcredit that combine creation of awareness, building of capacities and access to credit that develop communities and promote a better quality of life for beneficiaries. The resultant of the above i.e Socially Responsible Investments, will ensure that microcredit remains a financial inclusion tool serving the needs of development. 

Financial packages can for instance link a sanitation loan to investment in sanitation or lowering of healthcare insurance premiums for households with sanitation  and that way incentivize social change in ways beneficial to all stakeholders. FINISH is a program that is trying to do just that – it is trying to diffuse microfinance packages that are tied to investment in an asset that low-income communities need but do not demand – namely SAFE TOILETS. This is a very big challenge as research clearly shows that safe toilets are a product for which ‘effective demand’ needs to be created in rural areas – even though there is a development need augmented by saving of healthcare costs.

Programme FINISH stands for Financial INclusion Improves Sanitation and Health and is being supported and implemented since 2009 by an Indian-Dutch consortium comprising banks, insurance companies, NGOs and academic and government institutions from the two countries. Its objective is to diffuse 1 million safe sanitation systems (i.e. toilets with proper treatment of waste produced) to low income communities in rural India through mobilizing funds from end-user households. Under the FINISH programme, micro-credit and financial schemes are targeted to be combined with life and health micro-insurance packages to incentivize household investment towards toilets. Simultaneously, there is also investment in local capacity building in the installation and maintenance of toilets and disposal of toilet waste. 

Any financial scheme supporting a social investment program has to satisfy three conditions: 

· It must be economically sustainable for all organizations on the supply side of the ‘financial loop’.

· It must be demanded by the beneficiaries on the borrowing side of the ‘financial loop’ and the delivery platform has to be scalable so that development impact is realized across the community. 

· It must be socially responsible – i.e. it must be viable for the beneficiaries to pay-back without incurring catastrophic debt burdens and the outcome must not involve damage to the environment or increase social tensions.

In the above perspective, the objective of the present workshop was to explore how these conditions are being satisfied in rural sanitation investments in India, and in particular, explore how the founding and implementing partners of FINISH can respond to the challenges that are unique to the penetration of Sanitation and Financial Inclusion Services in Rural India to enable greater attainment of the countries Millennium Development Goals.

2. Workshop formulation, Organisation and Participation
The workshop was divided into six panel sessions – each focusing on a specific set of factors that impact  financing for sanitation. They included: the present challenges faced by the MFI partners of FINISH, technological innovations that would make toilets more attractive and stimulate household investment; reasons for the present MFI crisis; impact of sanitation on health and health related expenditures; financing sanitation at the community level; responses to the Malegam committee report and exploration of future strategies. There was also a collective thinking session, when participants were to think in groups on the criteria of responsible social investing (see program details)  
The workshop was planned and coordinated by Dr. Shyama V. Ramani (Professor UNU-MERIT and Friend in Need Trust) in collaboration with Mr. Sadanand Bhave, Programme Director of FINISH, Mr. Valentin Post, Senior Advisor, WASTE (NL), Mr. Mukul Singhal (FINISH), Ms. Sapna Verma (FINISH) and Ms. Aditi Kumar (Miranda House College & intern at FIN).
We were very satisfied with the participation – thanks to the persistent efforts of the FINISH team, a number of high level representatives of banks, MFI, Planning commission and the Department of Water and Sanitation of the Government of India, shared their thoughts with us. Totally, there were 63 participants out of which 36 were speakers, mainly from outside of the FINISH programme. 
3. Summary of the main reflections on responsible social investing by A. Sahasranaman 
· The cost of toilet assumed in the GOI’s Total Sanitation Campaign scheme has been found to be unrealistic at current rates of supplies. While it will vary from location to location, an average cost of Rs. 5000 was considered to be more realistic.

· A significant percentage of the toilets constructed under the TSC of GoI is reportedly either unused or put to uses other than for what purpose these were built, signifying an enormous waste of resources.

· Thanks to the extensive campaign of IEC (information, education and communication) carried out under TSC as well as under various projects of NGOs and MFIs, there has been an increased demand for sanitation systems from rural areas. In many places, as per feedback received from NGOs and MFIs, people are ready to take loan to construct their own toilets.

· However, lack of access to credit has been found to be a major impediment in people realizing their goal.

· The strategy of FINISH project is to encourage MFIs, SHGs and NGOs to extend credit to needy rural and urban population for construction of toilets; the project provides support to these agencies towards IEC campaign, training of personnel and stakeholders, arranging flow of credit to MFIs etc. from banks and other sources. Until now, within about 15 months, the project has been successful in construction of over 110,000 toilets against its target of 1 million toilets before 2014.

· Recent crisis in MFI sector has somewhat unbalanced the project. The objective of the workshop has been to find ways of organizing flow of credit to the MFIs, SHGs and NGOs working with FINISH project.

In regard to the recommendations made by the participants relevant to the GOI, 
· Assuming that the average cost of a toilet is Rs. 5000 and that about 120 million households have to be provided with toilets as yet, the total quantum of resources required will be of the order of Rs. 60,000 crores.

· There is need for a clear focus amongst financial institutions for extending credit to MFIs, SHGs and NGOs for the purpose of promoting sanitation. A special line of credit with SIDBI and NABARD for this purpose may succeed in injecting a sense of purpose and urgency amongst the financial institutions. SIDBI had been given this suggestion and they have been considering it but without government backing, this is not likely to move ahead.

· Again, to make the MFIs, SHGs and NGOs take a more proactive role in this regard, it is for consideration if they are advised to allocate a percentage of their loan portfolio for sanitation. If such target is set, there could be greater effort on their part to promote rural sanitation.

· A suggestion that construction of toilet should be an eligible activity under the MNREGS of GoI has been made. This has already been raised in various states and this could contribute to meeting the gap between the cost and subsidy for the poor people.

· The interest on loans to be given for sanitation by MFIs will not be less than 24% even after Maelgam report. As sanitation is a basic need, it is for consideration if GoI could consider reimbursing the interest burden to whatever extent it is feasible. Under the new proposed system of GoI of transferring the benefits direct to beneficiaries through conditional transfer of resources, this may also be considered.

· To give an incentive to MFIs to make special efforts in this direction, it was suggested that the loans given by MFIs under this head may be counted twice the value towards their priority lending target.

· Under the GoI scheme of RSBY (Rashtriya Swastya Bima Yojana), can those households with their own toilets be given a preferential rate of premium?. This will be in line with the theory that sanitation improves health and therefore the premium could be lower.

· In urban slums where land for construction of toilets could become an issue and also in rural areas where landless do not possess land for construction, appropriate interventions have to be conceived. Panchayats and Municipalities will have a role to play. Subsidy in capital cost will be justified fully in such cases.

Some other issues raised were:

· A number of community toilets constructed in urban areas and some rural areas have become dysfunctional due to non maintenance. Some NGOs and SHGs are now expressing readiness to take the initiative of maintaining these. Some initial support to them may get this process started.

· Reactivating defunct toilets constructed under TSC is a major challenge. Otherwise, all investments made theron would be a waste. NGOs/MFIs may be encouraged to advance add on loans to help the users reactivate them.

· SHG-Bank linkage should be employed in greater measure to expedite rural sanitation.

· Some NGOs have been successful in raising a revolving fund in villages and with some inputs from them, they are able to cross subsidise construction of toilets in the village.

· Securatisation of MFI loans so as to raise more loans by them has been recommended. Some are already doing it.

· MFIs/NGOs could also access funds under CSR scheme of public and private sector corporate to raise resources for the purpose.

· Transparency in loans given by MFIs/Banks should be ensured so that there are no hidden costs attached.

With regard to Malegam Committee Report, the following suggestions were made:

· Credit towards development activities should also get support from MFIs in addition to income generating activities.

· Water and sanitation projects should also be eligible for loan under the 75% income generating activities proposed.

· Repayment of loans should not be linked only to the size of the loan; it should be also linked to the purpose (such as education, sanitation, water etc.) and duration of repayment in such cases could be longer.

·  MFIs should have the freedom to design loan products according to client needs rather than one size fit all proposal.

· There is need for innovation in MFI sector.

4. Follow-up
All presentations received were put in a ‘drop-box’ file sharing program and links were given to all the participants. Time permitting, Dr. Shyama V. Ramani will study and compile the main findings in article form, contacting the original authors, to be submitted to suitable publications. 
5. Program of the workshop

March 22nd, 2011

9.15 – 9.40: Welcome 

9:15-9:30: Self introduction by participants
9.30-9.40: Objectives of the workshop by Shyama V. Ramani, Professor UNU-MERIT and participant of FINISH

9.40–10.00: Introduction to the FINISH Programme, Challenges faced and Progress made by Sadanand Bhave – Director FINISH Programme

Part I : On Social Investment and MFI in India: The current scenario 

10.00-11.00 MFI Panel - Round Table 1: Challenges faced by MFIs in distributing loans for sanitation: Experiences from the field. 

**10-12 minutes presentation each

· On BHARATHI, Mr. Kannan

· On ESAF, Mr. Roy

· On RDO Trust, Mr. Perumal,

· On IIRD. Mr. Arora

· On Sambhav, Mr. Nabil Singh

11.00 – 11.30: Questions from the audience. 

11.30-12.00 Tea
Part III : Presenting the Rationale and Results of the FINISH sanitation innovation contest

12.00-12.10 Showing of a video on the innovation contest made by Mr. Howard Hudson (UNU-MERIT) and views of student judges of the United Nations University UNU-MERIT.

12.10- 12.20: On the FINISH innovation challenge: Rationale by  Ms. Shyama V. Ramani, UNU-MERIT 
12.20- 12.30 On the FINISH innovation challenge: Procedural innovations by Mr. Madhu Mani Co-founder and Director, Innovator Engagements, Ideaken

12.30- 12.40: Rationale of the Judging Process by Ms. Gita Balakrishnan, Founder-Director Ethos and comments on the nature of the results generated.
12.40-1.00 Announcement of the results of the innovation contest by Mr. B.K. Sinha, Secretary, Department of Rural Development.

1.00– 1.15: On the winners –comments by Mr. Valentin Post (WASTE) and Ms. Gita Balakrishnan (Ethos). 

1.15-2.30 Lunch

During the lunch-time each table will sit in their groups and prepare also specific questions for the social investors panel – so that the panel speaks for 30 minutes and each table prepares its questions and the Q&A (question&answer) session is for 60 minutes. 

2.30 – 3.30: Social Investors Panel - Round Table 2: In the context of present MFI crisis: The views of foreign and local organizations 
Why did it happen? What are the current concerns of investors? What should be the indicators of social responsible investing in BOP (Bottom of income pyramid) communities?

*10 minutes presentation each

· Mr. T.V.S. Ravi Kumar, Microsave
· Ms.Kshama Fernandes, IFMR

· Ms. Rukmani Parthasarathy KfW Financial and Private Sector Asia
· Mr. Theo Brouwers, Director SNS Asset Management
3.30 – 4.00: Questions from the audience. 

4.00-4.30: Tea

Health and Empowerment Panel - Round Table 3: What is the evidence of the relation between investment in sanitation and better health outcome? How can we convince households to invest in sanitation using the health angle? 4.30 - 5.30 PM
Is there any evidence – quantitative or qualitative (through case studies, own observations, hear-say etc.) – of the relationships between “household investment in sanitation” and “better health outcomes” or “greater empowerment” ? Can you present any data/evidence to support the social investing in sanitation to improve health outcomes and eventually economic empowerment and increase in incomes earned by households? Are there any government programs that can promote sanitation coverage – via making use of health programs?. Each speaker will have 15 minutes of presentation 

Panel of speakers: 

· Ms. Anshu Bhartia, FFWB 

· Dr. Mr. Jain Nishant, German Development Cooperation (GIZ)
· Dr. Mr. A.J.James, ICRA Management Consultancy Services Limited
· Ms. Mamita Borah  Thakkar - Unicef 
· Ms. Sudha Rao, Planning Commission
5.15 – 5.30 PM: Questions from the audience. 

March 23rd, 2010

Part IV : Views from the field –

On the challenges of using micro-finance for investment in safe toilets

10.00 – 11.00  Sanitation and Financing - Round Table 4:  On innovative financial strategies/programs/packages/instruments  to promote sanitation coverage at a community level
**10-12 minutes presentation each

· Ms. Biraj Swain (ex-WaterAid, now independent consultant, based in Delhi) the Gram Vikas Model (Orissa) 

· Mr. M. Subburaman (SCOPE, Trichy), the Revolving fund for Sanitation (TN)

· Ms. Anita Miya (Aga Khan Public Building Services), the Sanitation Initiative of the Aga Khan Health Services (Gujarat)
·  Ms. Chandra Ganapathy (Water AID) WaterAid, Collective Experiences with Financing Sanitation (all India)
·  Mr. Satya Prakash (FXB Suraksha, Delhi), Experiences with Financing Sanitation (all India)
11.00 – 11.30: Questions from the audience. 

11.00-11.30: Tea/coffee

11.30-12.30 Academic & Financial Services Panel - Round Table 5 : On the Malegam committee Report and Responses through Innovative  Financial  Services: 
· Mr. Vijay Athreye, Consultant to FINISH programme
· Dr. Ms. Lina Sonne, Azim Premji Foundation
· Dr. Ms. Tara Nair, Gujarat Institute of Development Research
· Mr. Suresh Krishna, Grammen Koota  
· Mr. Surendra Srinivastava, SIDBI
12.30 – 1.00: Questions from the audience. 

1.00– 2.30 :  Lunch

Part V : What do we mean by and want from - ‘Responsible Social Investing’ 
Collective Thinking session - 2.30-4.00 Round Table 6 : On the challenges of penetrating the communities at the very bottom of the income pyramid using MFI/Micro-credit and achieving sanitation coverage 

In the light of the present MFI crisis – what are the challenges faced by MFIs? Or for that matter any financial organization serving the poor? What are the criteria that we would want them to take into account? How should the modalities be fixed? What are the do’s and don’t’s?  How can household funds be mobilized towards sanitation? 
All participants of March 23 will be assigned a group. Each participant will be a paper with his/her group number in the morning. During the lunch-time each group will sit together – by 3 PM prepare a power-point presentation or oral presentation. One representative from each group will present.  

2.30  -  3.00 Finalization and typing of discussions of every group over lunch 

3.00 – 4.00  Presentation by each group representative of points to take into consideration.
Mr. Sahasranamam will compile the results and make the first presentation of the next round table. 
4.00-4.30: Tea

Part VI : The way forward: What should be the next steps?

4.30- 5.30: Future Strategy Panel - Round Table 7:  Which multiple roads can we follow?  Towards synergy on different strategies 

· Mr. A. Sahasranaman, Administrative Committee, FINISH Programme – Presentation of the challenges evoked in Round table 6.
· Mr. Arun Kumar Mishra , Secretary, Drinking Water and Sanitation, Government of India
· Mr. Deepak Sanan, Principal Secretary Energy, Principal Secretary Urban Development, Himachal Pradesh.
· Dr. Raja Venkataramani, Director, Deloitte Touche Tohmatsu and Advisor on Urban Sector (water & sanitation)  Reforms 

· Mr.K.V. Eapen, Joint Secretary Financial Services
· Mr. Valentin Post, Senior Advisor, WASTE
5.30 – 6.00: Questions from the audience. 

Wrap-up: Dr. Ms. Shyama V. Ramani (5 minutes)
Vote of  Thanks: Mr. Sadanand Bhave, Director of FINISH Programme (5 minutes)
A general report of the points raised, discussed and proposed will be written, circulated to all participants before being diffused through different channels. So, if you have something to say about how MFI and micro-credit ought to be used as instruments to promote economic development, while being socially responsible – the workshop is yours to express yourself! 
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