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|. Introduction and Objectives

The 2012 update report from the WHO/UNICEF Joint Monitoring Programme (JMP) for Water
Supply and Sanitation showed in stark terms how the devel oping world was lagging behind in
moving towards the Millennium Devel opment Target for improved sanitation. Even more
concerning was the failure of sanitation programs to reach the poor, especialy in rural areas.

In recent years, Vietnam has consistently achieved high annual rates of economic growth.
However, some aspects of development are not being given sufficient attention, causing severe
impacts on society as well as the environment. Sanitation, a basic human need, is one such
aspect. The World Bank’s Water and Sanitation Program (2008) found that poor sanitation has
annually caused aloss of approximately 1.3% of Vietnam’s GDP. Although Vietnam has made
better progress than most countries in increasing sanitation coverage, the 2010 Vietnam
Household Living Standards Survey (VHLSS) showed that access to hygienic latrines remains
highly inequitable. Indeed, the IMP' s latest monitoring report (2014) showed that inequality in
sanitation access had actually increased in Vietnam since the mid-1990s.

During the last decade, donors have increasingly sought to link their financing to results on the
ground, and focus on interventions towards the poor. In sanitation, this effort has mostly taken
the form of pilot operations through government agencies; only a handful schemes have involved
non-governmental organizations (NGOs). With financing from AusAID (presently Australian
Aid) and the Bill & Melinda Gates Foundation (BMGF), East Meets West (EMW), an
international non-governmental organization (INGO), has pioneered the use of output-based aid
(OBA) and demonstrated that such approaches can be scaled-up across Vietham. This discussion
paper will demonstrate how an INGO can use OBA-type incentives to ensure sustainability and
better poverty targeting.

Furthermore, this paper will seek to demonstrate that the OBA sanitation model has significant
potential for scale-up in Vietnam. The paper will outline each component of the project, how it is
implemented, and provide an analysis to demonstrate its impact. Such an analysis adds further
value when considering issues of scalability (e.g. cost effectiveness) and poverty targeting (e.g.
incentives provided for implementers to reach the poor). Another point of interest noted
throughout the paper is the program’ s capacity building approach for implementation partners,
including sanitation and hygiene “change agents”. *

Although it is an ambitious statement, EMW suggests that this program could be implemented
nation-wide. It could be adopted by Vietnamese change agents, in avery cost effective manner,
asaresult of the training and capacity building they are currently undertaking through the

! Change agents are organizations like the Vietham Women’s Union and the People’s Committees that are, and will
continue to be, key responsible agents for community sanitation and hygiene.
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CHOBA program. However, as this project has only been operational for two-and-a-half years, it
IS presenting as many questions and challenges as answers and solutions. In response, EMW is
developing and implementing a detailed research agenda (outlined in Section IV of this paper).

II. Methodological Approach

Proper sanitation and hygiene result in community-wide environmental health benefits. Public
financing isacrucia avenue to stimulate the delivery of these services, however, historically the
provision of public subsidies has been poor. Results-based financing (RBF) is an approach to
finance basic services that is becoming increasingly popular. Output-based aid (OBA) is onetype
of RBF and tends to be utilized to design financial rebate schemes that incentivize service
providers to target poor customers or poor areas. Unfortunately, OBA in sanitation and hygiene
has not been widely tested (Tremolet S. et al., 2010). However, given the experience and
challenges in sanitation and the results achieved through the OBA approach in other sectors, it
appears that OBA can result in more targeted and sustainable outcomes than traditional input-
based financing for sanitation and hygiene.

I1.1. Piloting a New Approach: Consumer Rebates

In 2007, East Meets West broadened the scope of its clean water program in the Central Region
of Vietnam, which was started in the mid-1990s, to place greater emphasis on sanitation and
hygiene. Besides behavioral change campaigns and training of local masons, EMW introduced a
small “consumer rebate” of about USD 20, which was given to each household installing a
latrine. An independent survey clearly demonstrated that this modest cash rebate was an
important trigger in the beneficiary households' decision to build alatrine.

Encouraged by this experience, EMW (with financia support from Australian Aid) embarked on
alarger sanitation scheme in the Mekong Deltain late 2010. EMW partnered with the Vietnam
Women's Union (VWU) to conduct an education/promotion campaign, to help households
obtain credit from the Vietnam Bank for Social Policy (VBSP) and to arrange technical training
for local masons in collaboration with local authorities. The consumer rebate was set at VND
470,000 (USD 24.70) per latrine. Thetarget wasto reach 3,500 familiesin 12 months at an
administrative cost of USD 7.70 per household. At the end of the program period, 5,295
households had installed |atrines that met the Ministry of Health’s (MOH) sanitation standards.
The main objective—besides increasing sanitation coverage—was to test the effectiveness of
consumer rebates on alarger scale. The scheme had no strict poverty criteria but the VWU was
encouraged to focus their attention on the poor.



Figure 1: Reaching the Poor in the Mekong Delta
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The post-pilot evaluation survey of 287 participating househol ds showed that 60% of the
beneficiaries had incomes in the two lowest income quintiles. Thisisin stark contrast to the
national trend, where between 2002 and 2010, the poorest 40% of households accounted for only
one-third of the increase in hygienic latrines (see Figure 1).

[1.2. The Community Hygiene Output-Based Aid (CHOBA) Program

Since 2012 EMW has embarked on an even larger rural sanitation program in Vietnam and
Cambodiawith aUSD 10.9 million grant from the Bill and Melinda Gates Foundation (BMGF).
The Community Hygiene Output-Based Aid (CHOBA) program seeks to provide improved
sanitation to more than 110,000 poor families across 511 communes in 10 provinces throughout
Vietnam over a44-month period. Through complimentary actions by communes—incentivized
by EMW—the aim of the program is to provide improved sanitation for nearly 1.5 million
people. CHOBA builds not only on EMW’ s own pilot operations, but also on experiences from
other programsin Vietnam as well as global best practices.

The CHOBA program is designed to influence households at critical stages of their decision-
making process, using:

» Aninformation and education campaign for behavior change;

Access to affordable credit (primarily from the Vietnam Bank for Socia Policy);

Supply chain improvement through training of masons; and

Incentives to poor households, the VWU, motivators, and participating communes. These
incentives will be discussed further below.

YV VYV V



Poverty Targeting

CHOBA has a decisive focus on the rural poor. To achievethis, and in view of the discussion
above and an analysis of |atrine access and health by income group, the CHOBA target
population has been defined as:

» Households with a certificate of poverty issued by the Provincial People’s Committee (PPC)
and the provincial Department of Labor, War Invalids and Social Affairs (DOLISA);

» Households officialy classified as “near poor” by the Commune People’'s Committee
(CPC); and

» Households suffering from “economic hardship” asidentified by the CPC and the
community meeting certain income and asset ownership criteria established by EMW.

These criteria are designed to include households that belong to the poorest 40% of the
population. This cut-off is comparable to the World Bank’s USD 2 per day in 2005 PPP terms.

CHOBA Organization and Partnerships

Implementing CHOBA is amajor collaborative effort, involving—besides EMW—four major
stakeholders:

» The Vietham Women’s Union’s (VWU) chapters at the central, provincial, district and
commune level, who are conducting the IEC campaign, facilitate access to credit and
coordinate al field activities, including the training of masons. Some 2,500 VWU
volunteers are engaged in the process, using gentle persuasion to encourage participation,
advising on latrine options and assisting with loan applications.

» The Vietnam Health Environment Management Agency (VIHEMA), and the provincial
preventive medical centers (PMCs) and health staff at the district and commune levels are
providing IEC materialsto assist the training of masons.

» The Vietham Bank for Social Policy, through its provincial and district branches,
provides credit to the project beneficiaries at the bank’ s standard rates and terms.

» The Provincia People’s Committees (PPC) and, especialy, the Commune Peopl€e's
Committees (CPC) provide essential political and administrative support.

To facilitate and coordinate implementation, each province has established a Project
Management Board. The board is headed by the PPC’ s Vice Chairman, while the VWU
provides secretariat support. The Director of the provincial Preventive Medical Center (PMC) is
also amember. Similar coordination boards exist in all 511 CHOBA communes. Naturaly,
there are many ad hoc contacts made between the VWU, VBSP and the PMC.

EMW closely monitors fieldwork through a Program Assistant (PA) who islocated in each
province. There are eight PAswho are supervised and guided by three Program Officers (POs),
each of whom has “regiona” responsibility for two or three provinces. To keep track of
CHOBA implementation, EMW has established a database covering three-quarters of amillion



households in participating communes and is tracking each latrine built under the program. To
handle this dataflow and to manage an extensive research component, CHOBA has a dedicated
monitoring and evaluation (M&E) team based in Hanoi. The POs and the M& E team report to
the Program Director who is located in EMW’ s Danang Office.

CHOBA's Results-Based Payment Structure

CHOBA focuses primarily on poor households (who are the only households eligible for the
consumer rebate). In traditional sanitation programs, implementers are reimbursed for their costs
irrespective of the results achieved. As such, they tend to focus on the “easy wins’, i.e. richer
households that have more resources and are more likely than the rural poor to build latrines. In
CHOBA, the VWU, the field workers, and EMW are paid only for latrines built—and used—by
poor households. The payments are intended to cover the cost of activities but are paid only after
the results (i.e. completed hygienic latrines) have been verified. Thus, key stakeholders are
decisively focused on the rural poor. Indeed, the preliminary results from the field confirm that
CHOBA isclearly reaching the poor.

Local governments (communes) are given conditional cash transfers (CCT) based on their
overall progress towards the goal. The goal is to achieve a 30% percentage point increase and a
stretch goal of 75% sanitary latrine coverage in their commune. These cash payments are
earmarked for sanitation investments at the community level, such as water and sanitation
installations for schools.

Table1l: CHOBA’s Payment Structure

OBA Payments (per Targeted Poor Household)

Implementing Organization usD 8.00

Field Workers usD 2.00

Conditional Cash Transfers to Communes

Before June 2013 After June 2013
Incentive per poor HH built latrine 0 usD 2.50
Latrine Coverage increased by 30% UsD 4,500 usD 3,200

75% latrine coverage reached usD 1,800 usD 1,800

Consumer Rebates to Targeted Poor Households

Latrine Completed & Used USD 20 - 28

An important component of the CHOBA program is the consumer rebate. The rebate of VND
560,000 (USD 28) for septic tanks, and VND 400,000 (USD 20) for double pit ventilated or
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pour-flush latrines, is paid only to households that meet the poverty criteria outlined above.
With the investment costs of new sanitary |atrines meeting MOH standards typically being well
over VND 5 million (including the superstructure), the rebate covers at most 10% of the cost to
build the latrine. Thus, it does not fundamentally alter the cost-benefit calculation for each
household. In fact, it acts primarily asa*“ carrot”, encouraging the household to build now rather
than wait. The rebate helps to open doors for the motivators who can argue “1 have adeal for
you.” Furthermore, it facilitates their education work as they can use this incentive to encourage
households to invest today as the “rebate” will not be there forever. Thisissimilar to the
discount or sale concept used to encourage consumers to purchase.

Before payments are made, EMW verifies latrine construction and the poverty status of each
household. This verification of resultsis done for a 30% sample and enhances transparency and
accountability.

[11. Findings and Discussion

In Vietnam, open defecation israre. CHOBA's challengeisto help poor households “climb up
the sanitation ladder,” i.e. to move from unhygienic to hygienic latrines. Access to improved
sanitation is highly skewed toward the wealthy, asillustrated in Figure 2. In participating
communes prior to the commencement of CHOBA, only about 10% of the poorest 40% of the
rural population owned MOH-approved hygienic latrines.

Figure2: Latrine Ownership in 3 Northern Provinces Prior to the CHOBA Program
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Against this background, this section aims to assess how well the CHOBA model is working.



e Firstly, are we reaching the rural poor and, especially, the poorest of the poor??

e Secondly, isthe consumer rebate an important factor to encourage the poor to build
hygienic latrines, and is the incentive system for the VWU and its volunteers effective?

e Thirdly, isaccessto credit critical for the success of CHOBA?

e Finadly, is CHOBA cost-effective and can it be scaled-up?

[11.1. Are We Reaching the Poor ?

Households are eligible for the consumer rebate if they satisfy two criteria. Firstly, they must
build a hygienic latrine that meets MOH standards (i.e. three chamber septic tanks, pour flush
latrines, or ventilated double vault dry latrines). Second, they must fall into one of the three
income groups who together comprise the poorest 40% of the rural population (see Section 11.2).

As shown in Figure 3 below, CHOBA has made significant progress toward reaching the poor.
In Hai Duong, Ninh Binh and Ha Tinh provinces, the number of hygienic latrines owned by poor
househol ds has more than quadrupled in the little over two years since the commencement of the
CHOBA program. In al other original CHOBA provinces, ownership of hygienic latrines has at
least doubled over the same period. Overal, latrine ownership has more than tripled from
around 10% to 33%. It istherefore evident that CHOBA is effectively increasing sanitation
adoption amongst the poorest 40% of the rural population.

’The poorest of the poor are defined as living in extreme poverty by the World Bank (i.e. with an income below
USD 1.25 per day in 2005 PPP terms). In Vietnam, local governments issue “Certificates of Poverty” to households
where the per capita income is less than VND 400,000 per month. Converted to 2005 PPP termes, this limit is
slightly below USD 1.25.



Figure 3: Two yearsof implementing CHOBA compared to a decade of gover nment programs
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A related question is: Does CHOBA reach the poorest of the poor?

Figure 4 below shows the percentage of househol ds belonging to the three eligible beneficiary
groups who constructed sanitary latrines. It illustrates that CHOBA has more effectively reached
the economic hardship group than the two other, poorer groups. However, this outcome is not
surprising for a number of reasons. CHOBA baseline surveys conducted in 2012 and the
Vietnam Poverty Analysis prepared for Australian Aid by the Centre for International Economics
in 2002 illustrated that heads of households with poverty certificates and the near poor are more
likely to be young with many small children or single elderly people. Such households with
poverty certificates typically prioritize expenditure on food, school tuition, and medicine, rather
than latrines. Nonethel ess, the data still demonstrates that CHOBA is reaching “the hard to

reach” (i.e. the poorest 10% of the rural population).
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Figure 4: Percentage of householdsin each eligibleincome group who built latrinesunder CHOBA
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Another relevant policy questionis; Is CHOBA Closing the Gap?

The latest update report from JIMP (2014) shows that in Vietnam’s rural areas, the gap between
the rich and poor in terms of access to improved sanitation increased significantly between 1995
and 2010. As demonstrated above, the rural poor in EMW'’ s target communes have gained
increased access to improved sanitation through the CHOBA program. However, has the
program helped close the gap between rich and poor? As part of CHOBA’s M& E system, the
VWU and local authorities monitor and record the construction of hygienic latrines built by non-
CHOBA beneficiaries (i.e. the top three income quintiles). It is quite clear from Figure 5 that in
the CHOBA communes, poor households have installed new hygienic latrines at a much higher
rate than rich households and, thus, the gap is closing rapidly.
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Figure5: Progress of Latrine Construction by Poor Households compared to Non-Poor Households
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[11.2. Doesthe Consumer Rebate and the CCT Matter?

To address this question, EMW has employed an independent research organization that is
currently undertaking a randomized controlled trial (RCT) study in two provinces: Hai Duong (in
the Red River Deltain the North) and Tien Giang (in the Mekong Deltain the South). This
research is discussed further in Chapter IV. In simpleterms, the efficacy of the key incentivesis
examined using four treatment arms:

1. Conditional cash transfers to the Commune Project Management Board (PMB), and
consumer rebates provided to poor households;

2. Consumer rebates provided to poor households, but no conditional cash transfersto the
Commune PMB;

3. Conditional cash transfers to the Commune PMB, but no consumer rebate; and

4. NTP 3 communes (non-CHOBA communes) as the control group.

Thisresearch is still ongoing and will not be completed until the end of 2015. However,
progress on latrine construction is routinely monitored by EMW and the VWU in three of the
four treatment arms (data on latrine construction in the control communes will only be collected
through the baseline, mid-term and endline surveys undertaken by the researchers.) As noted
elsewhere, implementation in Tien Giang has been significantly slower than in Hai Duong.
However, the pattern that emerges from EMW’s M& E system is consistent and quite striking.
Progress has been greatest in the communes where househol ds have been given consumer
rebates and the CPCs are incentivized through CCTs (Figure 6). Progressin “CCT only”
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communes has been slower than in “consumer rebate only” communes. This seemsto imply that
the CCT isless effective as an incentive than the consumer rebate. (Note: the RCT study will
address the question regarding the cost-effectiveness of the various incentives.)

Figure 6: Uptake of Hygienic Latrines by Different Treatment Arms
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[11.3. Why Does the Rebate Work?

As mentioned above, CHOBA is based on the 12 month pilot program (with less stringent
poverty targeting) that was conducted in the Mekong Delta. The evaluation survey for the pilot
program convincingly showed that the consumer rebate was an important factor in the
households' decision to build sanitary latrines. Some 55% of those households interviewed gave
the rebate as amajor reason for their decision (coincidentally, the same percentage of households
gave the rebate as a mgjor reason in the earlier pilot schemein the Central Region). The VND
560,000 rebate under the CHOBA program is very modest; it is equivalent to only 5-7% of the
typical investment cost for a new latrine (including superstructure, hand washing facilities, etc.).
At thislevel, it hardly affects the household' s cost-benefit analysis. Thus, it clearly does not
work like most traditional sanitation subsidies.

According to our baseline surveys from Tien Giang and Hai Duong, two-thirds of poor
househol ds using fishpond or pit latrines “ planned to install a new (hygienic) latrine over the
next three years.” Irrespective of income, education and present latrine ownership, more than
nine out of ten households would like to have a septic tank (or possibly a ventilated double pit
latrine). The reasons they quote are cleanliness, comfort, no smell and convenience (the “no
smell” factor isimportant because it allows the household to build it in or next to the house).
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Hygiene and health do not usually feature highly on the stated reasons for choosing to build a
new sanitary latrine. At the same time, the surveys demonstrated widespread disgust with
traditional toilets such as single pit latrines. The respondents felt they were dirty, smelly,
unhealthy and inconvenient.

However, when prodded further, the surveys found that most of these households are not very
sure they will build anew latrine. Given the slow rate with which poor households have invested
in hygienic latrines in the past, we can conclude that there is alarge potential demand for
hygienic latrines, but households need a push or trigger to act on their preferences and go from
vague, undefined plans to concrete action.

The consumer rebate is an important part of thistrigger: “We have been thinking of building a
new septic tank. If wedo it now, we'll get VND 560,000. We could use this money for one
more mobile phone or two new fans. OK, let'sdo it!” The handout of the rebateis aso a quasi-
official ceremony and the payment is seen as reward for being a good community member. As
part of the CHOBA verification process, EMW'’ s program assistants (PAS) have met with more
than 25,000 households and the feedback is clear: the rebate has been an important factor in the
households' decision to build hygienic latrines, which is confirmed by the compl etion survey for
the Mekong Delta pilot (Figure 7).

Figure 7: Why Households Built Sanitary Latrinesin the Mekong Delta Pilot
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For the VWU and its volunteers, the rebate creates a differentiated message that hel ps attract
participants to IEC meetings and opens the door for home visits. For them, the rebate becomes a
strong sales argument. They are not only producing the traditional “sales speech” for hygienic
latrines (that most households have heard several times before). Rather, they can add: “Do |
have dedl for you!”
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Box 1: Do CHOBA rebates discourage others from investing?

An often heard argument against the consumer rebate and other sanitation subsidies is that they
discourage others from investing in improved latrines (Jenkins and Sugden, 2006, Evans et al, 2009,
SNV, 2013). The argument is in essence that these households would “wait” until they also become
eligible for the subsidy. The slow progress made by richer households in the project communes
shown in Figure 5 could be interpreted as an indication that CHOBA’s consumer rebate discouraged
those who were not eligible.

To examine this in greater detail, we have analyzed the M&E data. We have used a linear regression
model that relates the construction of new sanitary latrines by wealthier households (i.e. those not
eligible for the CHOBA rebate), to the number of latrines built by poor households. To take into
account potential differences in provincial policies as well as socio-economic conditions, we included
provincial “dummies.” Furthermore, we assumed that some kind of “follow the crowd” effects
might be at play. Thus, we included the pre-CHOBA sanitation coverage as a variable. We included
all communes in the three Northern provinces (Hai Duong, Ninh Binh and Thanh Hoa) that received
the full CHOBA treatment (i.e. consumer rebates and CCT). The Central and Southern provinces
were excluded because non-poor latrine construction had been reported for only one-third of the
communes. There were strong reasons assume that selection of the reporting communes was highly
biased.

The regression results are summarized in the table below.

Dependent variable: Percent of non-poor HH that built Coefficients t Stat P-value
Intercept 0.0398 1.4846 0.1423
Dummy for Ninh Binh 0.0458 3.3414 0.0014
Dummy for Thanh Hoa -0.0014 -0.1019 0.9191
Pre-CHOBA Sanitation Coverage in Commune -0.0462 -0.9766 0.3322
Percent of poor HH that built as % of Commune Population 0.4039 2.9552 0.0043

As can be seen, the regression coefficient for the “percentage of poor HH that built as % of
Commune Population” is positive and highly significant (at the 99% level). We have also a number of
other potential formulations of the relationship between latrine construction by CHOBA
beneficiaries and by richer households not eligible for the consumer rebate. In all cases, the
coefficient for the variable measuring latrine construction by poor households was positive and
significant at the 90% level or higher. In simple terms this means that the greater the number of
latrines built by CHOBA beneficiaries, the more latrines were built by non-poor households. Thus,
there appear to be positive spillover effects from the CHOBA rebates. This finding is consistent with
the conclusions made by Guiteras et al (2014).

[11.4. TheRole of Credit in CHOBA

On average, poor households have invested VND 8 million (about USD 400) in each new latrine.
However, this average hides some significant variations (see Figure 8). Some households have
installed alatrine and built a ssimple shelter around it. Others have gone much further and built a
small brick “palace” with awestern toilet seat, as well as a separate wash/shower room adj acent
to thelatrine. Even some of the households with poverty certificates report that they have spent
more than VND 20 million (about 1,000 USD) on the new toilet. The explanation isthat while
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Vietnam is arapidly devel oping economy, some traditional values remain. Thus, investingin
new and better housing—including installing a hygienic latrine—is afamily affair. Sons and
daughters, brothers and sisters living and working in the city will pitch in either with a direct gift
or an interest free, flexible loan.

Figure 8: Distribution of Investment Cost per Household
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Figure 9: Financing sourcesfor building latrines
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from both sources, which meant that in total 35.8% of the households used credit to finance part
of the cost of the new latrine. In total, these two sources provided 40% of the financing needed
with the remainder coming from the families and friends.

Basic lending conditions (i.e. maximum VND 4 million, 60 months term, 0.9% interest per
month) for sanitation loans from VBSP are set centrally, but credit allocations are set at the
provincial and district levels with guidance provided by the People’s Committees. The credit
schemes operated by the provincial VWU tend to provide somewhat smaller loans but have
similar terms and conditions. Naturally, the amount of credit available for sanitation loans will
depend on the overall balance sheets of the provincial credit schemes and the credit allocation
decisions made locally. Thus, there are some significant differences between the provincesin
the use of loans for sanitation investments. In rough terms, twice as many people utilized loans
in Hai Duong than in Ninh Binh. The economic conditions in these two provinces are quite
similar and, as discussed above, are the two “top performers’ in terms of increasing sanitation
coverage under CHOBA. Thisleads usto the conclusion that the availability of credit may
facilitate access to improved sanitation for the poor, but it is no precondition. However, the
evidenceis till too limited for us to be definite about this conclusion.

Table 2: Utilization of loansfor construction of latrines

Powerty Category % of Households with Loans for Latrines

Ninh Binh Hai Duong Thanh Hoa

Poverty Cerificate 29.2% 52.6% 43.4%
Near Poor 32.4% 68.8% 53.3%
Economic Hardship 24.5% 46.9% 36.8%

Table 2 appears to show a slight tendency that households with poverty certificates utilize credit
to alesser extent than the “near poor” households. Whether thisis the result of the lenders
creditworthiness assessments or due to a reluctance of the poorest to take on debt is not clear (but
atopic weintend to explore further). Itis, however, noteworthy that households with poverty
certificates borrow to a greater extent than the somewhat wealthier economic hardship families.
Thus, on the whole, there are no signs that the poorest are being excluded from access to credit.

[11.5. Who Is Getting a New Latrine and Why?

Although several types of latrines are eligible for the consumer rebate, 95% of the households
have selected what they regard as the “gold standard”: a septic tank (see Figure 10). The
remaining 5% of CHOBA beneficiaries have selected double-vault dry latrines.® Most of the dry
latrines have been built in three provinces: Thanh Hoa, Ha Tinh and Hoa Binh. These are

% Pour-flush latrines became eligible for the rebate only recently and have not yet been built to any significant
extent.
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basically the poorest among the CHOBA provinces. Dueto the high risk of flooding, only septic
tanks have been built in the Mekong Delta.

Figure 10: Household Preferencesfor Hygienic Latrines

Type of hygienic latrines built by
CHOBA beneficiary HHs

M Septic Tank

H Doublevault
composting

Thus, it is clear that CHOBA households have climbed close to the top of the sanitation ladder,
but where were they to begin with? The pre-=CHOBA census of economic status and latrine
ownership combined with the tracking of latrine construction—household by household—in the
M& E system allows us to accurately analyze the type of latrine that they had before the program.
The most interesting question is: “what percentage of households that own a certain type of
latrine decided to upgrade?’ Figure 11 provides the answer. Around half of those who had a
single pit latrine (with or without a slab) built a new latrine under CHOBA. However, only
about 30% of those owning and using fish pond “toilets’ for defecation upgraded. Perhaps, most
surprising is that only about 10% of those who did not own alatrine decided to build one. The
reason for this can be found in the baseline surveys; more than 95% of those without their own
latrines use arelative's or neighbor’ stoilet, and open defecation is virtually non-existent.
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Figure 11: What Per centage of Households Owning a Certain Type of Latrine Decideto Upgrade?
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Considering these results, why are households with pit latrines much more likely to upgrade than
those using fish pond latrines? The baseline surveys clearly show that people are disgusted by
thelir pit latrines, as these latrines are unhygienic, smelly and dirty (Figure 12). The only
redeeming feature of the pit latrinesis that the feces can be used asfertilizers. Although the fish
pond latrines are generally regarded as unhygienic, they don’t generate the same feeling of
disgust asthe dry pit latrines. Septic tanks, on the other hand, are regarded as hygienic, easy to
clean and convenient (Figure 13).

Figure 12: Reasonsfor Didliking Present M ode of Defecation
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Figure 13: Reasonsfor Liking Present Mode of Defecation
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[11.6. Transparency and Cost-Effectiveness of the OBA Approach

EMW’ s pilot Output-Based Aid sanitation program in the Mekong Delta was implemented at a
cost of USD 35.40 per participating household (see Table 3 below). It isless than half the cost
for each latrine installed under the government’ s donor-supported Second National Target
Program (NTPII) for Rura Water Supply and Sanitation (USD 75.10). It isalso well below the
cost of a sanitation marketing program implemented by iDE with funding from DANIDA (USD
43.50, unadjusted for inflation).

Another way of looking at the effectiveness of a sanitation programisto look at its “leverage’,
i.e. the household investment triggered by one dollar in public software costs and hardware
subsidies. In the Mekong pilot, households spent on average VND 5.1 million or USD 268 at the
then prevailing exchange rate. Of this amount, the consumer rebate of USD 24.70 contributed
about 9.2%, leaving households with a net investment of about USD 243 per toilet. USD 35.40
in donor/program funds per latrine helped mobilize USD 243 in private sanitation and hygiene
investments. Thus, the leverage achieved by this program was by afactor of 6.9.

Currently, it appears that many (if not most) government agencies, donors and NGOs are
reluctant—or unable—to measure the precise cost per sanitation output of each program/project
and to publish the results. Table 4 shows the financia leverage obtained through the use of
public funds (defined as the use of donors and government resources) in a number of
projects/programs reviewed in Tremolet et al (2010) as well as EMW’s OBA sanitation projects.
CHOBA has aleverage of 8.0, which is significantly higher than the other schemes.

20



Table 3: Financial leveragein different sanitation programs

Country Bangladesh Maharashtra Mozambique Senegal Vietnam Vietnam
Project Name and Implementation Period DISHARI g;:r?;;::n(irag?) PLM PAQPUD E’\Ig\glltaMs:(lng CHOBA
(2004-2008) (2000-2008) (1980-2007) (2002-2005) (2010-2011) (Ongoing)
Average hardware cost of sanitation solution (US$) $17 $208 $70 $568 $268 $400
Hardware subsidy amount (US$) $7 $24 $35 $426 $24.70 $26.70
Sanitation Cost paid by the household $10 $184 $35 $142 $243 $373
Total hardware subsidies as % of hardware costs 42% 22% 50% 75% 9% 7%
Software support/household reached (US$) $7 $15 $15 $144 $10.7 $20.0
Public/donor funding (subsidy plus software) $14 $39 $50 $570 $35.40 $46.70
Private sanitation investments (after subsidy) $10 $184 $35 $142 $243 $373
Leverage: Private Investment/Public funds 0.7 4.7 0.7 0.2 6.9 8.0

Sources: Calculated based on Tremolet et al. (2010) with data for Mekong Delta Pilot and CHOBA from EMW records
Note: The software cost for Mekong Delta: EMW management => $3.00; VWU program management => $4.00; IEC => 3.70 for a total of USD10.70
The software cost for CHOBA: EMW management => $10.00; VWU program management including IEC and payments to VWU wolunteers=> $10.00.

[11.7. Can CHOBA Be Scaled-Up?

As discussed elsewhere in this report, the start-up of CHOBA was a challenge: assisting 8
provincia chapters of the VWU to organize for such alarge program, training 2,500 mobilizers®,
and engaging 245 commune administrations and other stakeholders like the VBSP and the
provincial PMCs was complicated and stretched EMW’ s implementation capacity. However,
after aslow start, progress accelerated significantly. Since the spring of 2014, the program has
been delivering around 5,000 sanitary latrines per month (see Figure 14). In simpletermsthis
means that every day, 700 poor people get access to a newly built, improved latrine. Taking into
account the spill-over effects of CHOBA and the effects of the CCT on latrine installation by
non-poor households, the program is delivering more than 250 hygienic latrines per day.

The experience so far shows that CHOBA s scalable: The number of participating communes
has increased from 244 to 511 and the number of mobilizers from the VWU has expanded from
around 2,500 to over 5,000. This has been achieved with a staff of only 20 (and only one part-
time expatriate). The CHOBA program cost per latrine built is lower than under the third phase
of the donor supported National Target Program. In short, CHOBA is an appropriate model for
nationwide implementation.

* The number of mobilizers now exceeds 5,000.
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Figure 14: CHOBA Implementation Progr ess
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V. The Research Agenda

The analysis of CHOBA presented in this paper has led to key findings regarding the necessary
conditions for CHOBA to succeed. However, a number of questions about the program remain
unanswered. These are outlined below.

EMW, assisted by the Mekong Development Research Institute in Hanoi, is undertaking a major
randomized controlled trial (RCT) research study to examine the efficacy of different incentives
(conditional cash transfers (CCT) and the consumer rebate). That is, are these incentives
effective in encouraging sanitation uptake amongst targeted communities? About 120
communes in two provinces (Hai Duong and Tien Giang) have been randomly assigned to four
treatment groups:

1. Conditional cash transfers to the Commune Project Management Board (PMB), and
consumer rebates provided to poor households,

2. Consumer rebates provided to poor households, but no conditional cash transfers to the
Commune PMB;

3. Conditional cash transfers to the Commune PMB, but no consumer rebate; and

4. NTP 3 communes (non-CHOBA communes) as the control group.

This research design makes it possible to isolate the effects of two of the incentivesin the
CHOBA model. Because of problems with using different payment structures within asingle
organization, it was impossible within the RCT study to also examine how the incentives
provided to the VWU and the volunteers would affect performance. Asaresult, thereis afurther
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research question about whether the latter incentives are more influential in giving results than
the consumer rebate itself.

The performance of different communes inside a province is not uniform—indeed it varies
widely. A recent qualitative monitoring review suggests that the performance depends not only
on local economic and socio-cultural conditions, but also on institutional/organi zational factors,
such as the support provided by the CPC and the drive of the chairwoman of the commune
VWU. To better understand the institutional factors that drive success in some communes
regarding sanitation promotion and actions that can accel erate progress in lagging communes,
EMW has initiated a separate study of thistopic.

This paper has presented evidence that access to credit isimportant for the success of CHOBA.
However, the use of credit varies significantly from one province to the next (Table 3). Are these
variations due to supply constraints (i.e. the lenders' policies), or limited demand (the poor might
be reluctant to become indebted)? To what extent do people adjust their aspirations and
construction costs when credit is not available and to what extent do they not install a hygienic
latrine at all? These and related questions will be addressed under a new study planned by EMW.

Vietnam presents a rather unique situation: It has grown rapidly over the last 25 years and
poverty rates have fallen exceptionally fast.” The rural population is becoming more and more
“middle class’ in its aspirations. Outside of some mountainous areas with populations
predominantly comprised of ethnic minorities, open defecation is rare. Thus, the sanitation
challengeislargely to assist the poor to climb up the “sanitation ladder”, rather than just taking
thefirst step onto it. This raises the obvious question: can the CHOBA model be successful in
situations where open defecation and widespread rural poverty are the main problems? In order
to test this, the CHOBA program is being implemented in two provinces in Cambodiathat have a
significant number of households with no latrine. The preliminary conclusions from this program
show that after some “fine-tuning” the incentive-based approach works well. To further examine
the general applicability of the model, EMW isworking closely with iDE’ s sanitation marketing
program in Cambodia. This experience will be carefully evaluated. In Lao PDR, EMW istesting
one more iteration of the OBA sanitation program by joining with the World Bank’s Water and
Sanitation Program (WSP). Thisinitiative will study how the CHOBA approach can be
integrated into and enhance community-led total sanitation (CLTS) programs in extremely poor
and hard to reach areas.

V. Challenges

The first challenges EMW faced were the high targets for latrine construction that were set
during the planning period. As the VWU needed to be trained to collect enumerated household

> Although per capita income—both in nominal and PPP terms-- in India are slightly higher, the percentage of the
population living below the extreme poverty level of USD 1.25 per day (in 2005 PPP terms) in Vietnam is less than
half the Indian rate.
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data and poverty status which was verified by EMW, the focus was on capacity building for the
first year. Asaresult CHOBA implementation fell below the first year target which caused
concern as to whether the OBA approach could be scaled-up. In addition, the baseline against
which the conditional cash transfer was determined turned out to be over-reported by the census
data collected by health workers. The target was then adjusted for Vietnam with about 15,000
latrines moved to Cambodia, where a modest program was planned, and the stretch goal for CCT
was reduced from 95% to 75%.

Second, implementation progress has varied significantly between provinces. Provincesin the
central and southern regions spent along time collecting household data, and planning and
preparing. The reason for the delays was the major data collection effort required for the
detailed verification process. EMW has been very strict with its partnersin terms of setting up
the baseline for the verification of household rebates, as well as for the calculation of the
percentage increase for the conditional cash transfer. From arandom verification of baseline
household data collected by PWUs in Vietnam, EMW found alack of accuracy and/or
understanding of hygienic latrines. As aresult, the information supplied to EMW needed to be
redone in most cases, which slowed down implementation. However, it isimportant that the
PWUs own and understand the baseline situation so that their target groups are able to be tracked
for payments. Therefore, EMW has insisted on the accuracy and quality of the database. In spite
of these challenges, EMW now has an enumerated household database of approximately one
million households with a CHOBA ID, which allows for accurate verification of results.

As noted above, the consumer rebate makes the work of the VWU and its volunteers easier. This
has had a significant impact on the RCT research, the results of which were delayed due to the
difficulties EMW faced in obtaining the cooperation of provincial Women’s Unions and local
governments for including communes where the househol ds would not be given the rebate. The
Tien Giang and Hai Duong agreed to the research implementation only after much persuasion.
Even then, the People’ s Committee in one commune decided to withdraw after EMW refused to
reclassify that commune from “CCT but no rebate” to “no CCT but rebate”.

Thirdly, in planning the payment for results structure, EMW did not take into account the
important role of the CPC and PPC to coordinate activities, particularly with respect to accessto
credit and political support. Without PPC and CPC’ s directives and support they provided to
various agencies under their jurisdiction, the PWU and CWU would not have been able to carry
out the work and to collect the correct household data. Learning from these observations, EMW
restructured the payment in the second year to include reimbursements to the CPC of VND
50,000 (equivalent to USD 2.5) per latrine. The results have been remarkable. Where there are
strong CPCs, CHOBA has significantly exceeded both the consumer rebate and CCT targets.

In 2015, EMW will be implementing a stretch goal. In order to ensure that the CHOBA program
can be scaled-up and economies of scale are realized, the payment per latrine will be reduced.
The challenge EMW facesisto increase CHOBA's penetration into the poorest 20% of the
population; which demands greater efforts. Thiswill pose amajor challenge given the reduction
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payment per latrine. To help achieve the stretch goal, EMW isin the process of designing and
promoting alower cost septic tank program to help ensure that the lower payment remains
effective. If these changes are successful, EMW will not only meet the stretch goal target, but
also begin the transition to a“no rebates’ program when the funding from BMGF ceases in the
future.

Looking forward, EMW expects the major challenge to be achieving change to hygiene
behavior, rather than achieving the uptake targets for sanitary latrines. A recent World Bank
evauation of the Vietham Hand Washing Initiative clearly demonstrated the difficulties faced in
hygiene promotion (Chase C. & Do Quy-Toan, 2010). EMW is currently “fine-tuning” the
hygiene behavior change approach to determine how we can maximize the program impact.

V1. Conclusions

This paper has synthesized the findings from a pilot evaluation survey and the ongoing
implementation of the CHOBA program. Overall, this paper confirms that the CHOBA model is
working effectively to reach the poor, and the consumer rebate is an essentia trigger to
encourage the poor to build hygienic latrines “ not later, but now”. CHOBA operationd
experience also confirms that the program is scalable and cost efficient. Finadly, theinitial
experience from Cambodia indicates that the incentive-based approach can help accelerate the
uptake of improved sanitation in situations where open defecation is prevaent.

It isaso instructive to note that EMW has secured an additional grant from Australian Aid to
further scale up OBA sanitation. This new project, WASHOBA—Water, Sanitation and Hygiene
Output Based Aid—operatesin four rural provincesin Vietnam aswell in Cambodiaand Lao
PDR. This project has a strengthened focus on capacity building for change agents and will test
the OBA approach in even harder to reach rural areas.
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