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Foreword
India has two big problems with drinking water – lack of access and poor quality. Women in
low-income families spend hours each day fetching water for their families. Those that have
access to water often receive poor quality water. Consumption of contaminated water is the
reason why millions of Indians, mostly children, are affected by waterborne diseases. Illeffects of drinking contaminated water range from diarrhea to arsenic-induced cancer. At
the macro-economic level, contaminated water costs India billions in economic losses each
year. In spite of water being a basic necessity with potential for widespread demand and
social impact, venture capital funds and seed investors have shied away from drinking
water companies serving the masses. What are India’s masses able and willing to pay for
safe drinking water? Can sustainable and profitable businesses be built at these price
points? These are some of the challenging questions we seek to answer in this report on
water.

About Unitus Seed Fund
Unitus Seed Fund is India’s most active seed impact investor that invests in startups that
activate markets for the masses. Unitus Seed Fund plans to grow its portfolio of 16
companies to at least 30 startups in sectors including education & skilling, healthcare,
mobile commerce & value-added services, marketplaces & e-Commerce, agriculture, retail &
distribution and water & energy. Unitus Seed Fund is part of the Unitus Group, a successful
financial services group operating in multiple emerging markets since 2000. Unitus Seed
Fund has offices in Bangalore and Seattle.
Learn more about Unitus Seed Fund: http://usf.vc
Visit Unitus Seed Fund Research: http://usf.vc/research
We invite you to connect with us @UnitusSeedFund and the author @rajan_sneha via
Twitter
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LET IT FLOW
Exploring creative business solutions to India’s drinking water problem
Unitus Seed Fund is the most active seed investor in India supporting startups innovating
for the masses. As part of our focus on companies providing basic necessities, Unitus Seed
Fund is looking to fund startups with innovative and cost-effective solutions for providing
safe drinking water to the masses in India. This report summarizes our views and seeks to
address some of our key questions on the sector.

The first article, in this series of six articles, highlights the gravity of the drinking water
problem in India.
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QUENCHING THE THIRST OF INDIA’S MASSES
The Problem: 80% of India’s sewage flows untreated into its rivers yet 67% of
households do not treat their drinking water

Safe drinking water is a basic necessity most of us take for granted. Unfortunately, its
availability and quality is severely constrained in large parts of rural India. According to a
recent UNICEF Report titled “Water in India: Situation and Prospects”, India has about 16%
of the world’s population; however, the country is home to only 4% of the world’s water
resources. Sharing of available water resources is a larger political issue; water quality and
accessibility is a grave problem that affects people at the grassroots level throughout the
country.

Poor health leads to wasted rupees
Poor sanitation and lack of potable water is a problem that plagues rural India. The lack of
basic hygiene and sanitation facilities aggravate the problem of water contamination.
India’s scores on WASH (Water, Sanitation and Hygiene) are appalling — approximately
67% of households do not treat their drinking water and 638 million people (almost half the
population) still defecate in the open. Ill effects of drinking contaminated water include
poor health, increased spending on medicines and economic losses for the nation in the long
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term. According to the World Bank, lack of safe drinking water results in economic losses of
$4.2 billion a year for the country.

What is contaminating our waters?
Some of the crucial issues affecting quality of water supply in rural India are unregulated
groundwater extraction and water pollution due to poor waste management laws. Water
can rendered unfit for consumption due to various reasons:


Surface water supplies are often contaminated with fecal matter due to the
widespread practice of open defecation. The presence of microbiological
contaminants such as bacteria, viruses and parasites impact water potability.



Drinking water may also contain chemical contaminants that are by-products of
industrial and agricultural activities. 80% of sewage in India is untreated and flows
directly into the nation’s rivers, polluting one of the main sources of drinking water.



Groundwater in many heavily populated areas of India contains arsenic and fluoride
contamination. Specifically, districts in seventeen states suffer from fluoride
contamination and traces of arsenic contamination have been found in seven
states (in the Ganga-Brahmaputra plain) in India. Ill effects of consuming fluoridecontaminated water include skeletal fluorosis, a crippling disease that leads to joint
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pains, bone fractures, nerve destruction and stunted growth. Consumption of
arsenic contaminated water over the long-term results in arsenicosis, a cancercausing disease that debilitates the hands, feet, and mouth.
Our next article in this series talks about some startling facts on India’s dismal performance
in providing safe drinking water to its people.
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10 FACTS ABOUT DRINKING WATER IN INDIA THAT
MAY JUST MAKE YOU SICK
It’s time more people take notice of the abysmal situation of safe drinking water
in India

Earlier this year, Safe Water Network released a detailed and comprehensive report that
takes stock of the progress of community safe water solutions in the country. This report
on the drinking water situation in India addresses some of the key questions we are seeking
to answer as investors – finding profitable companies that can deliver affordable water for
the masses. The 68-page Safe Water Network report focuses on the current state of
community water solutions and measures their successes, failures, challenges and potential.
It reviews the current landscape and emerging trends and provides recommendations to
improve access to water for the masses. While this report contains a wealth of information,
here are the 10 facts on the drinking water situation in India that will make you sit up and
take note of the problem.
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1) It is estimated that only 18% of a total rural population of 833 million Indians have
access to treated water. In comparison, 41% of the rural population, or 346 million people,
own mobile phones.
2) Only about one-third of rural households in India are reached by piped water
supplies. The balance two-third of rural households is still living ‘beyond the pipe’. The
2011 census estimates that 138 million rural households, or about 685–690 million people,
lack access to safe drinking water.
3) More than half of the pipes in rural areas in India deliver untreated water.
4) Access to safe water varies greatly from state to state. 36% of the rural population in
Andhra Pradesh has access to treated water while, in Bihar, less than 2% of the rural
population receives treated water.

5) WHO estimates that, in India, about 38 million people are affected by waterborne
diseases each year, of which over 75% are children; 780,000 deaths are attributable to
contaminated water and more than 400,000 can be attributed to diarrhea alone.
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6) India ranks a dismal low 120th out of 122 nations for its water quality and 133rd out of
180 nations for its water availability.
7) While reported data as of March 2014 shows that India has achieved almost 91%
coverage in terms of improved water sources (piped and un-piped), service delivery does
not sustain over time. “Slippage”, defined as the percentage of fully covered habitations that
slip back to partial or nil coverage, was more than 30% in 2008.
8)

The 13%

of

rural

households (approximately

22

million

people)

served

by untreated piped connections along with the 69% of households (approximately 116
million people) that live beyond the pipe, constitute a large potential market for safe water
solutions.
9) A key challenge in securing government funding for water projects is that the tendering
process favors the lowest bidder as opposed to provider-quality or solution-durability.
The absence of economically viable models operating at scale limits the ability of the
community water sector to attract commercial funding.
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10) Among the venture capital firms that were analyzed in the report, only 5 out of 15 had
provided funding to firms operating in the drinking water sector.
The next article focuses on how there is no dearth of technologies to treat drinking water in
India but that the challenge lies in execution.
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SO MANY WATER TREATMENT TECHNIQUES, SO FEW
THAT TRULY WORK
A review of water treatment systems and government’s efforts towards
providing safe drinking water in India

In the first article, we spoke about the problem of the lack of access to safe drinking water
for the bottom of the economic pyramid (“BoP”) population in India. Water contamination
is rampant in India due to widespread practices such as open defecation and unregulated
waste disposal. In this article, we will review the types of water treatment techniques and
the government’s efforts towards improving drinking water access in India.

Plenty of choice for water treatment systems in India
Water source, type of contaminant, and cost of the system drive the choice of water
treatment technique in a region. Water treatment practices vary from the traditional
method of distillation to complex membrane-based systems such as reverse osmosis (“RO”).
It is common practice for a water purification system to use a combination of multiple
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technologies each targeted at specific contaminants. Here’s a broad look at some commonly
used water treatment techniques in India:


Coagulation: This is a common pretreatment for most water systems and involves
the use of a coagulant that causes particles to lump together for easy
removal. Example: A large number of people in India use alum as a simple coagulant
to purify water.



Filtration: This method involves treating water by passing it through beds of
granular materials (e.g. sand) that remove and retain contaminants. Sand beds,
woven bags, cartridges, and ceramic filters are often used as filtration
mechanisms. Example: Livinguard uses a disinfectant coated cloth in its water
filtration systems.



Membrane Processes: Here water passes through a membrane (similar to a sieve)
and,

depending

on

the

size,

contaminants

are

separated

out. Ultrafiltration involves the use of several layers of different types of
membranes.

RO is the most efficient desalination (removal of salt) and

decontamination method in which pressure is applied to contaminated water,
forcing pure water through a semi-permeable membrane while leaving
contaminants behind. All these systems require regular membrane cleaning and
replacement.

Example:

A

number

of

companies

in

India

such

as Aquasafi, Sarvajal, Waterlife and Greywater offer RO and Ultrafiltration systems.

Copyright (c) 2014 Unitus Seed Partners LLC

13



Chemical Disinfection/Oxidation: These processes treat water with chemical
additives or through exposure to ultraviolet (“UV”) light.

Example: Spring

Health uses liquid chlorine to disinfect water. UV light is often used in combination
with RO in water treatment systems.


Adsorption/Ion Exchange: Here water is treated by adding a substance or
adsorbent to attract contaminants by causing them to stick to their surfaces for
disposal at a later stage. Ion Exchange process percolates water through bead-like
spherical resin materials and the Activated Alumina method is used to attract and
remove chemical contaminants such as arsenic and fluoride. Ion Exchange India is
one of the pioneers of resin-based technologies in India. Thermax and Lanxess also
offer resins for water treatment.

Read more about each of the above listed techniques here: Water Treatment Techniques

Reverse Osmosis: Choosing the known devil
Of the existing technologies, RO is perhaps the most effective in removing all kinds of
contaminants. However, while RO provides sparkling clean drinking water, it has a dark
side.


RO ‘wastes’ almost 40-60% of the input water



Systems require reliable & significant electricity supply, a big concern in rural India;
also electricity, if available, is expensive



Filters and membranes need to be changed frequently



Overkill — during the RO process water is stripped off all its beneficial minerals. To
combat this, some systems include a ‘re-mineralization’ process in which minerals
are added back to the water but not to the extent of its initial level.

The above factors make it an expensive and wasteful technology to be used in the rural
setting. Yet, RO is the incumbent go-to technology in India and has a well-entrenched
ecosystem with a number of operators and equipment vendors vying for government
tenders for water systems.
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Government’s report card: impressive statistics but are they sustainable?
On the surface, statistics related to water access seem impressive. Data from the
Department of Drinking Water Supply shows that of the 1.42 million rural habitations in the
country, 1.27 (approximately 90%) are fully covered. However, coverage, in this context,
refers merely to installed capacity and not actual supply of quality water over a
sustained period of time. Availability and deployment of modern technologies is not an
issue in India. The problem seems to lie in the failure to sustainably operate and
maintain community water systems.

Something is clearly amiss
Has government expenditure on water translated into sustainable and affordable services
for the masses? Large cities like Mumbai, Delhi and Bangalore receive an average of only 4-5
hours of water supply per day! A 2013 survey (by Outlook) of 30 public-private
partnership water projects concluded that every single one of them had failed to deliver on
their objectives and that water prices had doubled. The issue seems to lie in the focus on

Copyright (c) 2014 Unitus Seed Partners LLC

15

purely quantitative objectives: community water systems are set up based on the tendering
process that inherently favors lower cost over sustainability.

Swachh Bharat: A ray of hope
The new government’s Swachh Bharat (Clean India) campaign allocates INR. 2 million to
each village panchayat (local government) for improving water and sanitation
facilities. While the campaign focuses heavily on sanitation, we are hopeful that, alongside
cleanliness, people in Indian villages will stand a better chance to get safe drinking water on
a sustained basis — a basic necessity. In the next article, we discuss companies that are
experimenting with creative business solutions to tackle India’s drinking water problem.
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CREATIVE

BUSINESS

SOLUTIONS

TO

INDIA’S

DRINKING WATER PROBLEMS
Entrepreneurs and big corporates are experimenting with several business
models to provide water to India’s underserved rural masses
This article highlights some of the key private operators and revenue models in the drinking
water sector and discusses some innovative approaches by companies.
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Two Choices: Treat water centrally or at point of use
When you’re purifying drinking water, there are two main choices: you either (a) treat
water centrally (at or near source); or (b) treat water at the point of use (e.g. home, office,
restaurant).
India’s large cities have centralized water treatment facilities to treat large volumes of
water. These systems are set up by the government, have high initial costs, and require a
high degree of maintenance and upkeep. Such centralized treatment units need to be
combined with efficient distribution systems so that water does not get contaminated
before it is consumed. Unfortunately, contamination is rampant during distribution due to
poorly maintained pipes and most people in cities still use home filter systems.
Point-of-use water purifiers are designed for small volumes of water. These systems
are usually mounted on a wall, kept on a counter, attached to a faucet, or installed under a
sink in homes and offices. Eureka Forbes, Kent, Tata Swach and Hindustan Unilever’s
Pureit are some of the common names selling home water filter systems in India. Prices of
these filters range from INR. 1,500 ($25) to INR. 15,000 ($250), making them out of the
reach to most people at the bottom of the economic pyramid (BoP). In addition, most home
filters require regular maintenance and membrane/filter changes making them more
cumbersome and expensive to be used by people in villages.
As point of use systems are expensive to operate and maintain and centralized systems pose
a problem of last-mile delivery in rural areas, Indian villages need customized
solutions. Seeking to bridge this gap, community water systems are designed to meet
the needs of a village where people do not have access to piped water at their homes or
lack financial resources to purchase home water filters. These systems are set up at a
central location from which villagers purchase purified water in jerry cans to be carried
home themselves or to be delivered by the water company. Aquasafi, Spring
Health, Waterlife and Water Health International are examples of companies that have
made significant progress in setting up such community water systems across villages in
India.
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Most rural water systems are driven by big hearts rather than sustainable
models

A number of operators are trying to solve India’s drinking water problem — government
bodies, non-profit organizations, CSR (corporate social responsibility) arms of large
corporates and for-profit companies. For most of these entities, a rural water project
provides a warm feeling and an improved image. Rural water systems set up by large
organizations rarely work because they are driven by big hearts rather than sustainable
models. Water is given for free or at very low prices, insufficient to cover costs of installing
and, more importantly, operating the systems. Due to inadequate ongoing funding and
commitments, rural India is littered with non-operational water systems funded by wellintended organizations. Free or subsidized water systems most often fail to deliver
long-term, affordable, quality drinking water to Indian villages.

Private players are experimenting with multiple business models
Companies delivering water to rural India have been experimenting with various business
models tailored according to the needs of the local market. Most water companies adopt
one or more of the below models.
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Outright Sale: Here the water company sells the water system to the government,
NGO or CSR. Often the village panchayat (local government) owns and operates the
plant either directly or through a jointly constituted committee. Revenue generated
through the sale of purified water (typically at INR 2-5 for a 20 liter jerry can) is
used to fund operations. Often these systems are maintained poorly as the revenue
does not cover the necessary operating costs.



Sale and Maintenance: This model is similar to the previous one in which the
system is sold outright, usually to the government. However, in this case, the water
company continues to service and maintain the system for a fee. Generally, these
continue to operate well although the price is higher (e.g. INR 4-7 for 20 liters)
because the professional water company is being paid to properly maintain these
units.



Franchise: Here the water company identifies a local entrepreneur who
contributes part of the initial system cost. The entrepreneur operates the system
and shares part of the profit with the water company. In this model too water is
sold at a higher rate (INR 6-10 for 20 liters) to recover the initial capex cost (most of
which is borne by the water company).

Innovative approaches to delivering clean drinking water
While most companies have adopted one or more of the above business models, there are a
few companies that have broken the mold and have developed innovative approaches to
deliver clean water in India. Here’s a look at some of them:


Microfinance and Water: Lack of access to safe water and sanitation to the
financial resources to secure these necessities is a cyclical problem faced by the
rural poor. WaterCredit, an innovative program launched byWater.org addresses
this issue by providing small loans to households for the purchase of water filtration
systems. The supposedly ‘unbankable’ low-income population has yielded a 99%
recovery rate for WaterCredit (since 2003). Hindustan Unilever too has a similar
model where it tied up with Spandana Microfinance to promote sales of its flagship
product Pureit. Bundled with a small loan, sales of Pureit increased dramatically1% penetration in areas with no loan access to 40% penetration when backed by a
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microfinance scheme. In another such initiative, Milaap, a Unitus Seed Fund
portfolio company, tied up with Guardian, a microfinance institution and Yunus
Social Business Fund, to provide micro loans people in Tamil Nadu for building
water connections and toilets in their homes.




Water Wheel: Wello’s simple yet ambitious goal is to deliver clean water to a
thirsty world and its Water Wheel is aimed at doing exactly this. An answer to the
problem of women and girls wasting precious time and energy time fetching water,
Water Wheel enables collectors to roll 50 liters of water instead of carrying it on
their heads. It is made of high-quality, durable plastic and sold at approximately
INR. 1,500 ($25) per wheel, designed to last for more than five years. Wello is also
exploring the possibility of purifying water while the wheel is being rolled.



LifeStraw: Designed to bring clean water to the poorest of the poor, Vestergaard’s
LifeStraw is a simple straw that can filter around 1,000 liters of water, enough to
hydrate a person for a year. It is a portable point-of-use filter that removes
microbiological contaminants in water without the use of electricity or
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batteries. The family version of the straw includes a tabletop storage tank and can
purify 30,000 liters of water, enough to serve a typical family for three to five years.


Water ATMs: Sarvajal’s solar-powered water ATMs dispenses clean drinking water
at the swipe of a prepaid smart card. The company extensively uses cloud
computing and mobile technology to monitor operations, control quality and
minimize costs. Use of a prepaid system for both the entrepreneur and the customer
solves the problems of revenue collection and under-reporting.

Village

entrepreneurs pay upfront (for say 100,000 liters of water) each month and that
triggers a refill to their machine. The entrepreneur then sells smaller volumes
through the month to customers with prepaid cards that can be easily topped up
with a mobile phone. The bonus of using technology: men are now eager to collect
water and show off their smart cards!
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“I’ll pass” says the investor
Although companies are trying creative approaches, water for the masses is a difficult
business to crack. Most venture capital funds and impact investors have stayed away from
the sector in India due to complexities involved in building a successful water business.
While there have been a few investments in the space (Spring Health, Water Health,
Waterlife and Greywater have raised institutional funds), it still remains to be seen whether
these companies can build profitable businesses by catering to India’s low-income
populations. The Unitus Seed Fund team is seeking to invest in a startup that has a
promising solution to this complex problem. In our next article, we will discuss the math
behind a typical water business from an investor’s perspective.
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INVESTORS TO WATER COMPANIES: “SHOW ME THE
MONEY!”
Exploring the math behind a typical village water purification system through
the lens of an investor
In our first article on drinking water, we spoke about the gravity of the problem in India67% of households do not treat their drinking water and 638 million people (almost half
the population) still defecate in the open. In the third article, we discussed how there is no
dearth of technologies in India to treat drinking water but that the problem lies in
execution. Most public-private partnerships projects in water have failed to deliver clean
water to the masses. Our fourth article talks about some of the key private operators and
revenue models in the drinking water sector and discusses some innovative approaches by
companies. While private sector companies have been experimenting with various business
models, they are yet to crack the code.
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Key questions we are seeking to answer
This article focuses on understanding the economics behind a typical village water
purification system. The aim is to find out why investors have shied away from investing in
drinking water companies despite water being a basic necessity with potential for
widespread demand and social impact.

We are seeking to answer two basic

questions: What are people at the bottom of the economic pyramid willing to pay for clean
water? And, can water companies create a profitable and sustainable business model by
selling water at these price points?

The fine balance between profitability and affordability
A study conducted by Hystra throws some light on our first question- How much are the
masses willing to pay for clean water? Hystra’s report focuses on business models
providing safe water solutions across the globe, including Naandi, Sarvajal, E Health
Points and Unilever Pureit in India. According to the report, BoP (base of the economic
pyramid) households are able and willing to pay on an average INR. 3 for a 20 liter jerry can
of pure water to be picked up from a central community system. Interestingly, if water was
delivered to their doorstep, households were willing to pay up to INR. 5. This research was
conducted three years ago and taking inflation into account, today most community water
systems sell water for INR. 4 – 6 for 20 liters (without delivery). At this selling price can a
private water company sustain and be profitable? Perhaps not- our math on a typical
village water purification system suggests that water companies struggle to cover costs at
these price points. The biggest challenge faced by water companies catering to rural
communities is to recover capital and operating costs while maintaining affordability for the
masses.
To answer our second question on profitability and sustainability of water businesses, we
put together a spreadsheet model that lays out the math behind a typical community water
purification system in rural India. Our model is based on a set of assumptions listed below:


System is owned and operated by a private water company



System is based on Reverse Osmosis (RO) technology and costs INR. 10 lakhs
(~$17k)
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Water is sold at INR. 5 (for 20 liters)



Model assumes that the water company bears the cost of electricity, however land is
provided by the local government, free of cost



70% of the capital expenditure is funded by debt @15% for 6 years



Project has no terminal value as it is handed over to the local government or village
committee after 10 years.

The aim of this exercise is to get a bird’s eye view of the potential returns from a village
water system. We understand that, in reality, numbers may vary depending on the location,
technology, quality of water source, cost of labor etc.

How do the numbers stack up?
Our initial math, based on the above assumptions, indicates that a water kiosk has the
potential to earn a return of 20-25% p.a. over a period of ten years, insufficient to attract a
financial investor. Seed funds and venture capital funds undertake huge risks when they
invest in startups and require to be compensated accordingly. They look for projects with
potential to earn upwards of 30% returns annually and have stayed away from investing in
potable water companies because of the limited potential for returns after taking into
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account the risks. Our analysis and conversations with experts in the water industry
suggest that there are a few key drivers of the business model.



Selling price. Price is undoubtedly the biggest driver of profitability. Our model
currently assumes a constant selling price through the ten-year period as it is
challenging to raise prices when catering to the masses. Companies need to ensure
that water is affordable else people will shift back to the next available alternativetraditional purification methods like boiling or no purification at all. Our math
suggests that a mere 50 paise increase in selling price has the potential to improve
project returns by approximately 7% p.a., so if a company can raise prices after 3-5
years, project returns can be boosted significantly.



Electricity cost. We understand that very often electricity is subsidized or
provided free of cost by the local government. However, our model is built to be
self-sustaining and assumes that the water company bears the cost of
electricity. Every INR. 1 increase in electricity costs, impacts potential returns by
1% p.a.



Capital expenditure. The initial capex cost is another important variable. A
reduction in the average capex cost of an RO system of INR. 10 lakhs by 50% can
increase returns by a whooping 20% p.a.
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What we’d like to see in a water company
Unitus Seed Fund is looking to invest in a water purification business model with potential
to be profitable and scalable. Our next article on this series talks about the kind of water
companies we’d like to invest in.
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I WANT A NEW DRINK – A COMPANY WE’D INVEST
IN
Putting words in American musician Huey Lewis’ mouth:
I want a new drink
One that won’t make me sick all night
One that don’t cost too much
One that won’t make my bones brittle and my teeth crumble
Or give me cancer and make me want to die
If rural consumers in India were signing an adaptation of this popular 1980’s song, their
prospects for a healthy life would be completely different. But they don’t. Every year,
hundreds of millions in India fall sick due to water-borne diseases. Untold millions
constantly suffer from bone fractures due to drinking fluoride-affected water. The most
unfortunate Indians are drinking water that puts them on an inevitable path to arsenicinduced cancer.

Kids with untreated water in Hampi, Karnataka
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WHO estimates more than 7.5 lac (750k) deaths annually due to water-borne disease, with
half of them being children dying from diarrheal disease. So many could be saved from this
injustice if only two non-trivial things could be delivered at scale. The first is consumer
demand for a “new drink” – affordable safe water. The second is a viable business model
for commercial or public-private partnerships to meet consumer demand using existing
technology. This sounds easy, but obviously is not.

It’s the Business – Technology is Not the Problem
There are no shortages of technologies available to create clean water in India. They’ve been
available for decades. One of our earlier articles explains how only a few of them work. The
fundamental obstacle to the deployment of any of these technologies is lack of a viable
business model. The challenge comes in three places: high capital expense, recurring
operating costs and maintenance expenses, and low willingness to pay on the part of
consumers. Even with organizations that get government or NGO funds to cover some or all
of the capital expense, and in purification models with inherently low capex, the viability of
rural water providers is not sustainable. Most often, the consumer’s willingness to pay is
not enough to cover operating expenses and provide an acceptable return to the investor.
Another previous article presents the math demonstrating the challenges in business model
viability caused by the most fundamental issue: consumers’ unwillingness to pay.

Changing Consumer Behavior
We believe that the fundamental game changer relative to water will come from an
organization that figures out how to activate consumer demand in a sustainable way. Once
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the demand is there, coupled with a willingness to pay the small price that’s clearly
affordable to the masses, businesses that provide consumers with their “new drinks” can
proliferate and thrive. But how does one change consumer behavior? In September 2013,
The Safe Water Network described insights from research they conducted in Andhra
Pradesh, and they published early results from a campaign aiming to “activate consumers”.
While they have yet to publish the return on investment (ROI) analysis, we believe that the
expensive tactics they employed to drive demand and improve the generally low consumer
price points show their efforts to be uneconomic, despite being effective in at least the short
term. There have been many such campaigns and experiments across the country.

Water vendors in Delhi
While it’s encouraging to see that consumer buying behavior can be influenced and
changed, we are not aware of any programs that provide a positive ROI when accounting for
water system capex and opex along with the cost of the behavior change intervention
campaigns. More recently, the organization released a comprehensive report that reviews
the status and progress of the community water system network in India. The report
highlights the biggest issue faced by water companies- sustainable delivery. High coverage
costs coupled with limited willingness to pay has resulted in widespread failure. Some
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organizations are experimenting with a model that serves urban communities and uses the
proceeds to cross-subsidize rural operations, with varying degrees of success. We believe
that an cost-effective plan for consumer behavior change around drinking water requires a
link to adjacent revenue streams, as the cost of driving change will otherwise make an
already-marginal business further lose viability. But which? We don’t have the answer yet
but here are some ideas:


Mobile top-ups. If there is one thing you can count on finding in an Indian village,
it’s that villagers have a means to get top-ups for the pre-paid SIMs in their mobile
phones. A promising concept would be to cross-market (or cross-educate) safe
water along with mobile top-ups. In a related development, we understand that
Sarvajal has made serious strides with kiosks that use ‘smart cards’ for dispensing
water. Why not top up the phone and the water can together?



Education. Low-cost private education continues to grow, in many areas accounting
for over 50% of enrollment. Parents care about their children’s health. Educating
the parents through kids could be inexpensive and effective. The NGO Splash has
made inroads in this area via the water systems they place in orphanages and
schools. However, the capex and opex for those systems is still paid by donor
dollars.



Other products. As affluence grows in rural areas, the demand for affordable
distribution channels will grow, with products varying from solar lighting to FMCG
to entertainment. A carefully crafted alignment between select in-demand products
and water could offer means to both educate and distribute the new drink to
consumers. Spring Health is an example of a company that leverages the existing
network of kirana (small grocery) stores to distribute clean drinking water. A
number of FMCG providers (including Amul, Godrej, and Cadbury) have substantial
rural presence but no water initiatives; a strategic go-to-market tie-up could
provide a much-needed boost to a New Drink biz model.
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Key Attributes of New Drink
For the hypothetical company New Drink to be an attractive investment for Unitus Seed
Fund, we’d want to see:


A management team with deep experience in rural distribution and operations



Access to attractively priced water technology, from both capex and opex
perspectives



A vision with a realistic plan, plus promising trial results that drive consumer
behavior change on a cost-effective basis though linkages to adjacent programs /
revenue sources



A vision for scaling on a regional and ultimately national basis, with flexible
implementations that can address both chemical and bacterial water contamination
problems.

Unitus Seed Fund looks forward to meeting entrepreneurs that are on the path of building a
water business that demonstrates the key attributes mentioned above. We are in process of
scouting the drinking water landscape for early stage companies. If you or anyone you
know of has an interesting company in this space, please do reach out to us.
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