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Sanitation: The Access Challenge
We need to get improved sanitation facilities to 173m people p.a.

How much of the solution can be
delivered via market-based
mechanisms...?

/ * On the current path, 2.4 billion people will not have access to improved \
sanitationin 2015

*This means a shortfall of 700 million people regarding the MDG sanitation

target

In 2003 1.6 million deaths could be attributed to unsafe water and sanitation,

and globally, USS 552 million in direct treatment costs could be avoided by

meeting the MDG target

*To meet MDG, annual cost of new services in water and sanitation estimated at

USS 18 billion annually (64% rural), and maintaining existing services USS 54

Kbillion (73% urban) /

Source: lJ Partners, World Bank, UNICEF IWFORMED JUDGEMENT



Adopting a Strategic Approach

Bringing commercial capital to a weak market is not a given

Supplier
power

Low. Cultural barriers limit
suppliersoptions for sanitation.
In Africa, Americas, Europe,
waste is generally not reused

Source: lJ Partners, FSG

Threat of new
entrants

Rivalry among
competitors

€ Low. Lack of awarenessin
"market"

Threat of
substitutes

Limited. Sanitation, like other
infrastructure services, has high sunk
costs and natural monopoly
characteristics

Cost of meeting sanitation MDGs an
estimated USS 358bn over 8 years

Consumer
Power

Low. Sanitationaccess is
particularly lackingin low-
income countries

Limited. There is no single solution with
urban and rural sanitation requiringvery
differentapproaches
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Sizing the Market

Which volumes of market financing should we aim for?
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How can we get there?

&

“Impact Investing” has
the potential to grow to

about 1% of total assets
being managed. This

could result in approx.
$500bn of capital

contributing to solving

social and environmental

roblems
P Microfinance market

U.S. Philanthropic
Giving
Source: lJ Partners, Monitor Institute

Advocacy

Global Social Screening
and Shareholder

‘- today
S0.03T
Global Managed ImpactInvesting Microfinance } I ] {
Assets Potential Market
Size IHFORMED JUDGEMENT



Learning from Success: Microfinance
The field has managed the scale hurdle for commercial finance

) Institutions
Global growth of CAGR
number of MFl's 250 37 4%
32.4% CAGR I I I 470
Clients verified
70'000000
60'000000
50'000000
Growth of 40'000000 CAGR
number of MFI 30'000000 38%
clients 20'000'000
10'000'000 . I
N
2000 2001 2002 2003 2004 2005 2006
But... the journey was long and rocky } ] J {
Source: lJ Partners, Grameen Bank 1976- 1997 )
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Looking for the Inflection Point
Some approaches have the potential to change the game. Grameen did

6000
Tota!amount 5000 "Accordingto M. Yunus, this grant was the critical guarantee
of dispersed fund that enabled him to attract the support of skeptical
loans in USS commercial banks"
4000
mn
3000
2000
1000
O MM 0O OO AN MWW OMN~NOOOODO A ANMSTL O~MN0OOOOAdNMST D
P~ DN~ DN DS 0O 00O 00O 0000 00 00 00 0O 00O OO O Oy Oy OO OO OO OO Oy O) O O O O O O
O O OO O OO OO O) OO OO O O O) O OOO)y OOy O)O)O)OOOOy O OO O OO O
L I s IR B - R B R O e O IO R B e R R R R O IR R o IR IO O IO o IR B o N I o NI o N I o N I o N I QN

Ford Foundation USS 800,000 grant in 1976

Recipe: Intervention model, timing, available philanthropic
resources to kick start initiative, and enabling environment
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Source: lJ Partners, Duke University, Grameen Bank 1976-1997 INFORMED JUDGE




Needed: Building an Industry

Industries serve as an enabling and coordinating frame of action

LACK OF BUILDING THE CAPTURING THE ACHIEVING
COORDINATED MARKETPLACE MARKET MATURITY
INNOVATION L L L

Microfinance

Community Development Finance

Venture Capital/Private Equity

act Investment and Sanitation

Source: lJ Partners, Monitor Institute } ] {
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Moving

Critical

capital in scale

Success Factors

requires a

marketplace

sanitation

LACK OF
COORDINATION

* Disparate

entrepreneurial activities
spring up in response to

market need or policy
incentives.

* Disruptive innovators
may pursue new
business models in
seemingly mature
industries.

* The industry is

characterized by a lack of

competition at top end
of market.

Source: lJ Partners, Monitor Institute
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MARTKETPLACE
BUILDING

* Centers of activity
begin to develop.

* Infrastructure is built
that reduces
transaction costs and
supports a higher
volume of activity.

5-10 years?
U

CAPTURING THE
MARKET

e Growth occurs as

mainstream players
enter a functioning
market.

e Entities are able to
leverage the fixed
costs of their previous
investments in
infrastructure across
higher volumes of
activity.

* Organizations may
become more
specialized.

ACHIEVING
MATURITY

* Activities reach a
relatively steady state
and growth rates slow.

* Some consolidation
may occur.



Bottom Up: Finding Investable Projects
We need to decide where and how to invest. Ideas welcome

Ripening
Infrastructure

\
/ Established Investments:

Microfinance

Frontier Investments:
Sanitation

Potential Size of the
Market

A\ 4

Viability drivers:
‘Breakthrough technologies
*Economies of scale
einternalization of externalities } l ] {
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Market-based Solutions: Potential Examples
Which ideas can achieve scale?

O S T
ISS.HSS. 1S3
- m' > - O{-D
Peepoople offer portable toilet disposals DMT Mobile Toilets provide and maintain
3,500 public toilets in populated areas such as
Odor-free bus stops
Self-sanitizing Charging a small fee that people are willing to
pay
Tied disposable Peepoo bag is a fertilizer
hence has a value Street kids manage the toilets
Projected to produce 150,000,000 bags per Companies can place commercials on toilets,
day for a fee

\/

Source: IJ Partners ]
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Disclaimer

This presentationis for your information only and is not intended as an offer, or a solicitation of an offer. Although all information
and opinionsexpressed in this document were obtained from sources believed to be reliableand in good faith, no representation or

warranty, express or implied, is made as to its accuracy or completeness. All informationindicated are subject to change without
notice.
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