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ABSTRACT: The overdue credits recovery is a chatefor all service providers. The
collection tasks should be properly structured,iagrhigh productivity and effective
financial recovery. In the public sanitation secttine search for solutions and
innovative alternatives in the process of creditowery has been based on information
systems. The companies work in projects that reaet relevant results: the
management for recovery of overdue credits and d@kpansion/maintenance of
customer base, moreover the customer in defauli fermer customer, but when
resolves the financial debts can become againeactigtomer. The control of revenue
evasion and indebtedness is a key factor for ecanamd financial balance of any
organization. However, it is necessary to develagtasnable processes together with
the society. In this context, the aim of this paigan demonstrate that the change of the
conventional recovery processes, especially inilmeme areas.

Keywords: overdue credit recovery; low income ar@ascess improvement; sanitation.

1. Introduction

Brazil is the country with the greater availabily water source in the world, but the
Séo Paulo State, which holds 2.4% of the countea,aabout 20% of the Brazilian
population and is responsible for more than a thad of the Brazilian GDP, has few
reserves of water, only 1.6%. For this reason, take of water resources is a great
challenge [1].

The sanitation situation in Brazil is alarming. @Al % of the population has access
to the sewage system and 78.6% have access tdrgatang water. Just 29.4% of the
total sewage generated is treated. More than 10i0omof Brazilians have no access to
the sewage system, 134 million do not have thetddesewage of their houses, 40
million have no access to safe drinking water amdil8on do not even have toilets in
home [2].

Another determinant factor for the sanitation seatoSao Paulo is the water loss,
because the high loss rates are the result of aquuadity physical infrastructure and
also faulty in the management systems. There ardypes of losses: (i) apparent: those
caused by errors of measurement of volumes, fradccammercials errors; in this case
the losses are financial, since there is no consompand revenues, and (ii) real: those
resulting from pipe leaks. [1]

The apparent loss in a Water Supply System is thanization's inability to account
for the water available to the users. Among theofgcthat cause this incapacity
highlights the fails in the system for billing aadllection [3].

Strictly related to the loss issue is the concémustainability, which currently is in
the day-by-day of the small or large companiesndibum empreendimento sustentavel
significa diminuir o impacto de uma companhia deaumaneira economicamente
viavel, utilizando abordagens preventivas em cdojurom principios de melhoria
continua [4]. Highlights three dimensions where pames should focus on: social,
environmental and economic, which complement tlegipus concept [5].

Regarding the apparent losses related to billingy @llection are highlighted that
default has been shown with a chronic problem dflipucompanies, because the
mechanisms for recovery are limited to what the dews. Moreover, the government



agencies are large debtors, which impede to ceeatedit recovery standard procedure
[6].

In many cases, the granting of discounts or otlegotiation facilities are eventually
classified as a probable revenue waiver, prevemtinge effective policies are adopted,
in contrast to what occurs in the private sectdreng there is large autonomy from the
lender. With this scenario there is only the creatise of legal mechanisms, so that we
can reconcile the pressures for efficiency in thalection originated from the
controllers with the legal requirements of regutatagencies [6].

The control of revenue evasion and defaulting getermining factor for economic
and financial balance of any organization [7]. lsrendifficult to charge and recover
debts in low income areas, owing to the poor savi¥ the families who live there.

Innovative solutions in the process of collectiord aecovery of credit have been
based on high performance projects must achieve wary important results: the
management and recovery of overdue loans and th@neion and/or maintaining the
client portfolio. The defaulter is a former custam&hich when resolve their financial
pending may return to be a costumer and therelygase the company revenues.

In this scenario, this paper analyzes and discusse@ghe innovation and changes in
the conventional processes for collection of détaclistomers in low income areas can
achieve significant results.

Besides the introduction, this paper is organizedadlow: section 2 the literature
review through which to seek subsidies and basemewessary to expand the
understanding of the subject, at the section 3eptesthe methodology, in section 4 is
presented the case study and at section 5 thegesel described. The last section 6
concludes the work with final remarks.

2. Literature Review

2.1. The Sanitation Sector

The sanitation sector of the State of Sdo Paulodes the production and distribution
of water, collection, removal and treatment of sgeva

To take care of this complex sanitation systemtetkis State of Sdo Paulo Basic
Sanitation Company - Sabesp, which is a mixed eaoamoompany.

In number of clients, may be considered as onéefdrgest sanitation companies in
the world, 27.2 million people attended, nearlycevihe population of Belgium, with
99% fill rate in water supply, 81% fill rate in sage collection and 75% rate of sewage
treatment collected [8].

Like other organizations, Sabesp is also concewiddthe theme of Sustainability.
In its Sustainability Report, it is noted that peomow have more rigor to the
environmental aspects. They became the focus ehtaih and requirements, issues
such as universal sanitation and relevant inforomagéibout the risks of water scarcity.
This is an important moment of reflection and elsthing strategies to ensure financing
and investment capacity to effectively meet theeekgitions of society and at the same
time, pursue constant increase of profitability][9]

The sustainability of sanitation services, would taken from at least four
dimensions: the environment, on the conservatiahraanagement of natural resources
and improving environmental quality, social, rethte the perception of users regarding



the services and their social acceptability, thezegoance, involving institutional
arrangements and political cultures, with the aifmpomoting a democratic and
participatory management, based on mechanisms ajuatability, and economic,
which concerns the economic viability of servicé8][

In sanitation, the universe of customers, usuabdlysesting of an entire city or state,
so this is another damaging factor, since the kiglame of defaults customers. The
outsourcing process of recovery is faced often widpleasure by the inspectors, the
collection turns out to be performed inappropriafél.

2.2. Credit Recovery in Sanitation Sector

The credit risk is as old as the loans itself, #mel defaulting is the main factor that
afflicts any for-profit institution [11].

The commercial losses considered unrecoverableded#td generated by the two
groups are related factors. The first refers toginaity of company management and its
capability to recover accounts receivable. The msé@cgroup concerns a set of
institutional factors, legal, economic and socidlich are beyond the control of the
management company [12].

Other factors of a juridical-institutional and eoomc-social also influence
significantly the behavior of defaulting as the tegg of poverty in many municipalities
operated, it is impossible to adopt effective peBdo reduce defaults [12].

The Sabesp billing cycle is in the period betwebea availability of data from
properties debtors, execution and completion obvery actions overdue. There are
two methods of collection: Administrative and Jualic

In low income areas and underserved communitiesfagslas, none of these
modalities is really effective. The enforcemeniatd such as stopped the supply, take
many customers to the irregularity. Since the jiadliactions are compromised by the
lack of documentation which obliges the customeahtodebtor property. Companies to
survive and grow, they need to introduce new teldgies and organizational
throughout their life [13].

In the absence of a theoretical concept of povewyks with normative notions
based on perceptions of desirable standard ofgiuina society. The classification of
individuals and families according to their conalits of life tends to be conducted by
way of negation, or, those who are poor, for exangb not have a minimum income
necessary for subsistence or have poor care oflibsic needs [14].

Recently, joined at the discussion, the concepgoafal vulnerability of individuals,
families or communities. In this sense, vulner&pis a multidimensional concept, as it
affects individuals, groups and communities in afiéint planes of their well-being in
different forms and intensities [14].

The vulnerability of an individual, family or sotigroup refers to a greater or lower
capacity to control the forces that affect theidlvbeing, that is, possession or control
of required resources (assets) to take advantagppafrtunities offered State, market or
society [15].

Developed by the SEADE - State System of Data AsisliFoundation, the Social
Paulista Index of Social Vulnerability (IPVS) is emndicator that consists of a type
derived from the combination of two dimensions eiah economic and demographic -
that classifies the IBGE census tract in six vudinég social groups, as shown in Table 1
[16].



Table 1: IPVS Groups

Grou Dimensions
S P Socioecono Family Life IPVS
mic Cycle
: Young Families, o
1 Very High Adults or Older None of Vulnerability
2 Meﬂ:;hm or Older Families Very Low Vulnerability
High o .
3 . Adults Families Low Vulnerability
Medium
4 Medium Young Families Medium Vulnerability
Adult Families or , .
Low Older High Vulnerability
. Very High
6 Low Young Families Vulnerability

This indicator combined with internal informationganization and population data
from the Brazilian Institute of Geography and Stiads - IBGE, subsidizes the decision-
making in relation to the creation of innovativeojects in the recovery of overdue
loans in low-income centers.

3. Methodology

The methodology that supports this paper was basdddeveloped through literature
review of the themes: credit recovery; low inconieas, process improvement and
sanitation. It was performed a case study to aealje impact of change of the
recovery credit procedure in low incomes areas.

The selected area for this pilot is Jardim Keraloxated in the eastern of the S&o
Paulo city. The selection of this location is giveased on information collected in the
commercial and financial systems of the companychvformed the basis for this study.
Data were collected on the stock of existing délefore and after the performance of
the differential collection action, measuring, amasther variables, the satisfaction of
clients.

This case study evaluates the negotiation of audstg debts of the company's
customers on site, that is, in the customer honite, neview of debts, installment under
the conditions of the customers.

4. The Case Study

The Jardim Keralux is part of District City Hall Brmelino Matarazzo, attended by the
Sabesp East Business Unit (BU) and it is a landsidin that is irregular in the process
of regularization with the Municipality of Sao Paul

Although the occupant be the purchaser, does nat gaaranteed of the ownership
of the building. Added to this irregularity the fsebnstructed and the low levels of



income families. In the city of Sdo Paulo, thes¢s lamount to 92.64 km2 -
approximately 6.14% of the city [17].

A company called Keralux S/A Ceramic Coating, deatéd in 1978, owned
approximately 90% of the land on which structure Jlardim Keralux since 1996. It is
estimated that there are about 1400 lots dividexfive irregular tracts [17].

The Séo Paulo Index of Social Vulnerability (IPV8)the average area (group 4 -
with a strong presence of young leaders and cmjdiE7], a fact which confirms the
need for a different action for recovery debtshia locality.

The east region of the Sdo Paulo city have higlaulterates with the Sabesp,
currently at 35% per month, and a significant rexeavasion, around 9% per year.

In April 2010 the Business Unit East of Sabesppulgh its team of collection,
implemented a pilot project for negotiation on sii¢h a focus on reduction of revenue
evasion, changing the culture of people who liveom income areas

In this action is performed the confirmation of thestomer's financial situation, with
photographic evidence, it offers proposed solutmrihe outstanding debts according
with the conditions of the customer, all of thighwaut the customer need to leave theirs
home to go to the Utility.

The main purpose of negotiation on site for Jardideralux is to provide conditions
for the customer to negotiate their debts and @serg¢he default rate in the region,
making the customer defaulting, reducing lossesagmioaching Sabesp of the society.

In the initial survey, conducted in February 2010 planning of actions were
identified 1.868 properties with debts and 8,15&caats representing R$ 469.337,00 in
historical values and R$ 646.822,00 in today's eslwhich were part of the debt stock
of the East BU Sabesp.

The organization needs to identify at what leveahiselation to their customers and
markets. At a second stage, need to know the remsdi®€xpectations of its customers
and potential customers, as well as its formentdi¢18]. Thus, after the initial survey
was performed work in a field of knowledge and preation area of the employee
(negotiator) to the local community leader.

The project started with a visit door to door iderto talk with the customer, raising
their socioeconomic situation and negotiate thésdeb

Among properties with debts for the negotiationwtoes on site, those who had been
selected were the clients were the number of hilse greater than or equal to three.
There were 464 properties, which represented R$38%0 in historical values and R$
571.054,00 in today's values, with an estimategeptamplementation in five months.

During the collection actions, many customers afifi had not been selected for
negotiation visit, the team appealed to executélingent agreements to meet their
needs. This fact meant that the total time to iaseeactivities in the locality in a month,
amounting to six months in total.

The costs involved in the project summarized in erkforce of a negotiator
(technical level), a technician for analysis andparation of proposals for reduction /
negotiation and execution of installment agreemeariat material of the agreement of
installments and the first part, and an automotighicle to travel to the customer's
home.

4.1. Operationalization of the Activity

For the operationalization of the activity the ghafeSocioeconomic Survey (LSE) is
issued along with registration information (billihgstory and it in current values, from



the corporate Sabesp information system), with viihe negotiator go to on site it to
research for the real situation and negotiate #teésdwith the customers.

If possible address the customer needs immediatedynegotiator returns with the
information been agreed to negotiation with theerdli the agreement effective
installment in corporate information system andimet bringing the agreement together
with the first installment payment for by the clieaf his signature gathering and taking
pictures of the documents required for trading sl€lid, Social Security Number and
the property documents).

Faced with situations very critical and with higkbtls, into the impossibility of
immediate negotiation, based on information andlewie provided by the negotiator,
the team collection analyzes the case, and usiaginternal procedures of Sabesp
(Billing Management, Customer Service and Boardisld@rations), prepares proposals
to solve the problem, such as interest and pemdlitement, reduction of debt in the
social fare (differential fares for low-income cite representing approximately 30% of
normal rate), review of high bills caused by leakghe building, among other solutions
to adapt the debt to the reality of customer.

In this case, are evaluated several situations thighcustomer, such as quantity of
houses supplied by the connection of water; nurob@eople who live in each house,;
consistency between number of people and the mootimsumption measured; family
income; formal and informal work; conditions andadability to pay the installments
together with the monthly consumption bills.

The evaluations rise different guidelines passedugiomers, such as: techniques to
check for internal leaks; rational water use; ditenand control for expiration date and
payment of installments to avoid breaking agreemantl increased debt; need to keep
your updated records with the Sabesp; need to epditia related to registration of
social fare. All this information is provided fdre customer remain non-defaulting and
keep water supply in their building.

5. Results

In six months of effective work, 464 buildings wetisited and 332 of these installment
agreements were achieved on site with analysisenew of debts, representing 71.5%
of success in negotiation, and the amount of R$%&200 current values, reduced of
the debt stock.

The stock of debts of the buildings selected fer ¢fsit of negotiation, which in the
initial survey was R$ 571.054,00 was reduced akbe@fbo till December 2010,
amounting to R$ 286.803,00 in current values.

The differential in this process of collection lsetpossibility of installment debts
and/or regulate the water connection with the tytilh the customer's door without it
ever to leave home. This practice has enchantecuitemers.

The process of negotiation on site, has also brodifflerent results beyond financial
results, such as customer retention and rehakllitatf inactive customers with Sabesp.
Besides promoting higher degree of customer satisfafor services provided by the
company, thus improving its image in the community.

The results of most relevance to the negotiaticocgss on site in centers of low
income area were:

* Improved customer and society satisfaction forgblktion of their problem
with easily and comfort of not leave the house a$l as return of dignity by



not having to ask for water borrowed, and haveois connection again
(customers words);

 Employee satisfaction with positive results andusoh to customer
problems;

» Satisfaction of local leaders, as well as city gaweents and city halls;

* Results relevant to the East BU and Sabesp withehigrofitability and
positive financial results;

» Positive image of Sabesp.

6. Conclusions

With the change in the process of collection fav lacome centers was noted that the
initiative of Sabesp, to go to the customer, idlyea differential success. Thus, the

action may be extended to third parties actingh@ segment of collection for the

company, and transfer to other areas of Sabesghwhay apply this practice aiming

positive results and customer satisfaction.
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