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WORLD SANITATION FINANCING FACILITY

MCKINSEY & CO — ‘A GLOBAL SYSTEMS CHANGING IDEA”
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Sanitation and/or social innovation
9. Robin Birley, Environtrade
10. Adrien Couton — Acumen
11. David Strelneck, Ashoka

Finance

13. David Bonbright, Keystone

14. Jeremy Nicholls — SROI UK
15. Asad Mahmood, Deutsche Bank

17. Mitchell Strauss, OPIC
18. UBS Philanthropy Services
19. Guillermo McLean, SSFX
20 — Other Banks in discussion
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“The coming Social Finance Crunch — “population aging is a

worldwide phenomenon that will affect all G-7 countries

Elderly (65+) as a Proportion of the 1564 Population,

International Comparison in 2005, 2030 and 2050
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no financial return

below market return

The Spectrum of Social Capital Investment - created in 1888 /
1944 — “essentially pre modern capitalism”

—the Funding Gap

market return
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Why is Sanitation of Particular Interest ?
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Clear Social Impact - “The most impactful intervention in Public Health” (Lancet / BMJ)
— WSP also Economic impact (2% of GNP), Water, Women, Education

A single data set (WHO / UNICEF / WSP) with a definable metric set and potential Audit
mechanisms

ldentify the Community engaged (UNICEF / WSSCC / SuSanna / Ashoka / Acumen)
It is a Business opportunity — $85bn - but with $685bn impact
Less political complexity - but potentially a resource Carbon / Fertilizer

The key Status Quo Players - before most - recognize they have to look to Innovation
(Social Entrepreneurial and Social Finance) and relationship with the Corporate world

Critical to engage and incentivize the Community in both innovation and
implementation (SROI / Keystone / Ashoka / Acumen)

Legal Financial mechanisms to create Inter and Intra Sector Collaboration with Social
Objective (Legal Team - CIC / L3C)



THE CURRENT & PROPOSED MCKINSEY WORK
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* Phase 1: Conduct project scoping and review of WSFF aspirations

* Interview WSFF partners to understand priorities and additional key thought leaders in sanitation field for
perspectives on WSFF aspirations

« End products: Further articulation of WSFF priorities in a “vision document”.
>>> COMPLETED - FUNDED 100% - Internal Resource of WSFF Group. McKinsey Pro Bono,

Phase 2 : Build analytical fact base to assess the WSFF concept, objectives, and composition

Create a three tier Cost curve process

Define and size target business segments for sanitation

Assess the economics of each of 7 business lines in relation to the three tier cost curve

Process consistent with Carbon, Water and Climate Change

>>> INSTITUTIONALISE WSFF. MCKINSEY @ 50% FEES, Ashoka, WSSCC, WSP




Marry Social and Economic Metrics to Innovation and Social Impact
— Three Tier Cost curve analysis then married to Business Lines
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. Soil techniques . NRER - Thermal distillation
. Irrigation controls - groundwater . Reverse Osmosis
. Optimizefertilizer balance -irrigated g Industrial
. System of Rice Intensification On-farm Canal lining
. Optimizefertilizer balance - rainfed Post-harvest treatments
. Drainage construction -irrigated . Roof-top rain harvesting
. Drainage construction - rainfed . High yielding crops- rainfed
. IPM -rainfed . Pre harvest treatments
. IPM -irigated . Municipal reservoirs
. Drip irrigationand fertigation . Groundwater pumping -deep
. Rehab of irigation systems Municipal
. Last-mile irrigation potential . Aquiferrecharge - small scale
. High yielding crops-irrigated . Large-scale irrigation infra
. Small-scale irigationinfra . Groundwater pumping - shallow
. Increase fertilizer use -irrigated Water reuse foragriculture
. SprinKerirrigation . Reduce loss
. Aquiferrecharge-large scale . (transport, storage, market)
. Agricultural rainwater harvesting with fertilizer
. Agricultural rainwater harvesting with fertilizer

SOURCE: McKinsey Water Economics team




CHANGE THE FINANCIAL INCENTIVES
- SO WE WORK TOGETHER
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OBJECTIVE

>> Creation of a Functioning Markets to Solve Sanitation — solve the MDG

>> There is not enough money in the current paradigm

>> Transparency of Roles for Actors - MOVE FROM SILO TO COLLABORATION - Banki Moon
HOW

1 — Markets only grow with Transparency

2 - Return is Not Unitary — Layered Investment — Price risk not return to draw in new capital

3 - Change the incentives to create scale — ie GAVI

4 — Capture the value of the social externalities — *“ Climate Change — TEEB - Natural capital” and Peru

5 - Empower the Community Innovation in Social Entrepreneurship and Social Finance

6 — Practically apply to a business line

7 — Use the skills of the for profit banks and corporates but with a clear social objective — the legal agenda

>> W SFF seeks partnership with the Banks, Corporate, Community, Social Sector, Multilaterals




