























A Business Development Toolkit: Abridged Version

Step II: Making plans

At the end of the Step | you will have a clear outline of
what you want to do and how. The next step is to
develop the outline into a solid business plan. Your
business plan must give clear and concise information
on all aspects of the proposed business. This includes
practical matters concerning business startup,
operation and management and analyses of costs,
sales, profitability and projected growth.

“Starting Up"2 is a business development toolkit and
presents the necessary background information and a
standard structure for a business plan. If you address
all the elements of the structure in this step you will
obtain a comprehensive and practical business plan.
Therefore, this step can be seen as extensive
commentary on the Starting Up business plan model;
it is not a business plan writing guide in itself.

The elements of Step Il are the same as in Step [, but
the approach is more thorough.

The market needs to be researched to identify the
potential for your product. Where is the market? How
big is it? How should you approach it? This section on
markets tackles the major questions you might have
when conducting your market research.

When you have worked out your idea, defined your
product and market, developed your value proposition
and drafted your business model, it is time to set up
your organization. This does not mean you actually
start buying everything you need. The purpose of
setting up your organization is to make sure that you
are not forgetting anything. Identify everything you
need and plan the activities.

In the section on finance, we talk about specific
characteristics of cash flow in water and sanitation
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- product development

- lab testing, compliance
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- market research

- pra techniques

Business

- start-up team

- organization

- distribution

- network building

- realization schedule

Finance

- cash flow

- seed money and venture
capital

Key deliverables

- business plan

businesses and explain the role of informal investors and venture capitalists.

During this process, you will have developed a better grasp of the way your business and
organization will work. You have refined your revenue model, cost price and credit need. You
can start to work on a more sophisticated forecast, including your projected cash flow. You
also have a clearer idea of your product and market. These insights, together with the
financial calculations, result in a solid business plan. You need this plan to convince
investors to invest in your business and to make solid estimates of the budgets required to

cover the development of your product.

2 Kubr et al. (1998)
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Step IlI: Field Testing

Step Il, the making of your business plan, involved a
lot of planning, market assessment and product
development. Now you are ready to proof your
product and business concept. In this third step you
will focus on testing the technical concept, the
pricing and revenue model and the value
proposition. Based on the outcomes of the tests, you
can fine-tune your business plan and prepare the
market introduction. Testing your product in the local
market will give you the opportunity to find and work
with the local partners you will probably need in
order to set up your local business.

We advise you to spend adequate time on the
commercial pilot of your product as most water and
sanitation entrepreneurs we met tend to focus on the
technical aspects of the field testing.

To prepare for the introduction of your product onto
the market you need to draw up a marketing plan or
approach. In business this is termed the marketing
mix: the tools you are going to use to market your
product. The marketing mix is generally accepted as
the use and specification of the “4 Ps” that describe
your strategic position in the marketplace: Product,
Price, Place and Promotion. In our case we will
focus on social marketing. Since your business
model might include social aspects and goals, a
social filter can be applied to the more traditional
marketing mix.

Consequently, you prepare yourself to set up your
business locally. You test and implement the
different elements of setting up your business you
formulated in Step Il (Business section). In the
finance section we emphasize the importance of
attracting local financial means.

Steps
Product - technical pilot
-9 - commercial pilot
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A - diversifying product
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Finance

- finding local financial
partners

Key deliverables

- pilot project(s) in progress

- adjusted business plan

At the end of this section you have pilots in progress, giving you technical, commercial and
financial information. If the information confirms the assumptions made in your business plan
and you are ready to launch your product, your pilot has been successfully executed.

If the outcome of your pilot does not support the business model you have in mind at all, you
must reconsider your idea. It is better to change or quit your plans at this point than continue

building a non-sustainable business.
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Step IV: Going to market

You should realize that launching your product onto
the market does not occur at a single moment in
time. The process starts before the official launch,
and does not end with it. It is influenced by market
responses and initial orders and may be a complex
process. In this fourth step, the focus is on the
official market launch, getting feedback from the
market and building a “real” business.

In the product section we explain the importance of
continuous improvements on your product. On the
other hand we advice you not to change too much
as this will directly affect your cost base.

In the section on market we present the Mytri case
by Acumen fund, which comprises important
lessons learnt when launching a water business.
Spend time on collecting consumer feedback, which
gives you the opportunity to improve your product.

In the business section we introduce important
systems and methods, which will help you to
manage your business when it is scaling up. The
Toolkit focuses on two key aspects: Enterprise
Resource Planning (ERP) and financial
management and control.

The final section on finance provides you with in-
depth information on near-equity and loans and
gives you several practical tips when applying for a
loan.

If you succeeded well your deliverable after Step IV
is a business that is up and running. You have
launched your product and built an organization to
support your sales activities. You are ready to scale
up your activities. During this process you will be

Steps
Product - continuous improvements
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Market @ 5 - market introduction
\ - market feedback
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Business - business systems
- financial management
and control
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Finance

- near equity

- loans

Key deliverables

il

A

i¢ ‘\

- a profitable enterprise
with potential to grow

able to manage all the resources you need to increase your sales activities. It is not the end
of your journey; it is the beginning. You made a start. You did it!
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3. Lessons Learned in India

Compiling a toolkit without taking the local context into account would only be a theoretical
exercise. Therefore, in this Toolkit we have included the experience gained by four
entrepreneurs while setting up their water and sanitation businesses in India, a country which
is under severe water stress, lacks proper sanitation services and with approximately 250
million poor people. The original Toolkit gives a detailed description of the water and
sanitation sectors and doing business in India

The four entrepreneurs worked closely for eighteen months with the authors of the Toolkit,
sharing their experiences. As we have not disclosed important strategic information, you
might not find all the answers to questions that arise when reading the case descriptions.

Clean Water Now! B.V.

Company and product history
Clean Water Now! ("CWN!") is a Dutch Limited company, owned by Dick van Dijk and his
business partner and director of CWN!, Evert Groeneveld). CWN! wants to foster sustainable
development in villages and urban areas that lack a reliable connection to electricity, by
providing on-site disinfected drinking water produced by the Naiade drinking water
purification system.

The Naiade was invented in 2002 by Dick van Dijk, a Dutch engineer and
entrepreneur with a long career in industrial water treatment. It was intended
as a stand-alone unit for rural areas in developing countries. The Dutch
electronics company Nedap N.V. developed prototypes and the final design,
and bought the intellectual property rights in 2003. The Naiade is how
marketed both by Nedap N.V. and by Clean Water Now! B.V

Current status of the business

When the toolkit project started, the CWN! organization and team was ready
to scale up, focusing on the Indian market. Survey and tests had been
carried out in Gujarat and Andhra Pradesh by Nedap and CWN! The

purpose of the program was to field test five units, monitored by a state Exhibit 2: The
approved laboratory, leading to cooperation with an Indian launching Naiade
customer.

The outcome of the test report was very positive, indicating that rural people in Gujarat were

willing to pay for safe drinking water (Rs 2 per family per day). A business plan was drawn up
using the formats and guidelines in this Toolkit. A strategy was developed to bridge the initial
sales price of the Naiade by lowering import duties and providing a financing deal (e.g. lease
facility) to help customers to buy the product.

So far, 40 Naiades are operating according to expectation in the Indian market. CWN! will
look for potential partners to improve the implementation of the business plan.

Lessons learned and the way forward
CWNI! has a good and proven product for disinfecting water that has been tested by several
well known institutes. The Indian market is a good choice for three reasons:

« It offers plenty of market potential, with over 1 billion people with rising incomes.
% Expertise on maintaining the equipment and spare parts is available locally.

*,
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++ Operating costs are very low, leading to an affordable price per unit of clean water,
which is important as the Indian market is very price sensitive.

Potential customers tend to look at the initial purchasing price. Local production is the best
way of lowering the cost price but this is currently not an option. The challenge for CWN! is to
investigate potential options for this, while continuing to build solid partnerships with
organizations that can facilitate access to specific client groups. CWN! strongly believes that
offering customers assistance with the financing of the initial purchase will increase sales
volumes, but the concept must prove itself in practice.

Agua-Aero WaterSystems B.V. / Dutch Water Solutions

Company and product history

Aqua-Aero WaterSystems B.V. ("AAWS") has
developed the WaterPyramid concept for use in
tropical rural areas. The WaterPyramid combines
state-of-the-art technology, capacity building and
local entrepreneurship to achieve a long-lasting
(financial) sustainable situation. AAWS is owned by
Martijn Nitzsche, a technical engineer and
successful entrepreneur, is based in the

Netherlands and works closely with national and T i
international partners. Exhibit 3: The WaterPyramid

Status of the business

When the Toolkit project was in its initial stages, AAWS was about to launch the
WaterPyramid on the Indian market. From earlier experience, AAWS understood the
importance of local reliable partnerships, but knew how hard it can be to find partners you
can trust. Because other water and sanitation entrepreneurs have the same experience,
AAWS decided to create a bridgehead in India, Dutch Water Solutions (DWS), which can
help other Dutch entrepreneurs to set up their local business, too.

Since the workforce is locally recruited and direct energy costs are low, operating costs are
low. The investment costs of the WaterPyramid are comparable to the cost of purchasing a
state-of-the-art reverse osmosis system in combination with appropriate power supplies and
other necessities. Due to the low operational cost, the WaterPyramid can easily compete
with other desalination technologies.

Local entrepreneurs play an important role in creating a financially sustainable business
model. Entrepreneurs distribute and sell the treated water, have the knowledge of local
habits and customs, and understand the behavior of customers. Different applications for the
treated water (e.g. ice cubes, lemonades) are being developed to increase revenues and
build a strong and sustainable business model.

The WaterPyramid is designed primarily for small communities and villages in rural areas in
tropical countries. In order to make the WaterPyramid financially sustainable, a mix of grants,
(soft) loans, and micro financing tools are combined to enable customers to purchase the
product. Private (local) banks, NGOs and communities play a vital role in the financing of the
package.
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Lessons learned and the way forward

DWS is investigating the possibility of establishing additional bridgeheads in other parts of
India. The challenge is to find the right local partners to work with. DWS’ ambition is to build
up a portfolio of different water products and solutions to market to Indian clients. The
challenge is to source sufficient Dutch entrepreneurs to fill this portfolio. DWS is currently
(September 2008) talking to several Dutch organizations that have expressed interest in the
concept.

Basic Water Needs B.V.

Company and product history

Basic Water Needs B.V. ("BWN") was founded by the Basic
Water Needs Foundation (BWNF) and entrepreneur Klaas
van der Ven. BWNF started to develop products in 2002.
Assembly and production is organized in India through
Basic Water Needs India Pty Ltd in Auroville, Tamil Nadu.
One of the products BWN has developed is the Purator, an
innovative small-scale device with a ceramic filter cartridge
that effectively removes all parthogens from the source
water.

Status of the business

BWN was at a crucial moment in its history when the toolkit
project started and it joined this project as one of the
innovators. At the time, the first orders had been received Purator HD filter
and financing the startup and successful production and
sales had to be realized within 6—-12 months.

Exhibit 4: The Purator

A business plan was drawn up within the framework of the toolkit project and successful talks
were held with potential investors. BWN obtained a bank credit line sufficient to finance the
first production series. The focus then moved to India, where successful production of the
first series was established and scaled up: 40,000 filters will be produced and delivered
before the end of 2008. One filter is able to support a household of up to ten people.

Lessons learned and the way forward

BWN has a potentially very successful product in the Purator. The product is very cost
effective, affordable for most people at the BOP and is easy to use. The key to further growth
of BWN is going to be financing and scaling up of production in India. Finding good local
management for its Indian organization will be crucial. Within the framework of the toolkit
project, a solid business plan has been put together and financing has been secured. Now
the company will enter a new phase of growth, in which it will continue to face the twin
challenges of sound management and additional financing.

Ecosan Ltd.

Company and product history
Ecosan Ltd. was set up to market urine diversion toilets by three NGOs, FODRA, Scope and
Mythri. All three have been actively promoting Ecosan for several years.

What is Ecosan? Ecological sanitation is an ecosystem approach to waste disposal based on
three key principles: sanitation should be safe from a health perspective, it should be non-
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polluting, and it should be based on the principles of reuse and recycling of the valuable
nutrients in human excreta. In other words, ecological sanitation is an approach to human
excreta disposal that aims to recycle nutrients back into the environment and into productive
systems. Reuse of human excreta was the norm in most cultures and societies until recently,
and is still common in rural communities in China and Vietnam and in urban areas in Yemen.

Status of the business

When it joined the toolkit project as an innovator case, Ecosan was no more than an idea.
They started to formulate a business plan in which all aspects had to be covered, and after
several months of work the first draft was formulated. However, it needed verification with
market data and it also needed improved financial planning and marketing sections before it
could be presented to potential investors, partners and grant providers.

Two workshops in India were held and much work was done by the local partners. A first
market assessment was made, but the experience revealed just how difficult this can be if
you do not know where to start. A solid business plan was finally drawn up and the next step
is to find investors and partners, based on this plan. Meanwhile, a field demonstration site
has been set up and is demonstrating the value of the system in practice.

Lessons learned and the way forward

What Ecosan has taught us it that it is important to realize what your driving force is in
deciding to enter into a commercial venture. Sometimes outside forces push the
entrepreneurs forward, although they may lack the proper skill set and/or drive to run the
business. Going back to Step | in the business development process and asking yourself
whether you “have what it takes” and if you really want to run the venture as a business, you
may find yourself realizing that it is not for you, or that you would rather take a different
approach.
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