/ The Context: A Shifting Landscape \

Corruption

No Institutional
Infrastructure

On Going

Conflict
Can Private Sector,

Bottom up
Solutions
Work?

Insurgency Ethnic Rivalries

Significant
National Assets

X\ Competition for
Power and Influence

Local Fiefdoms,

\ rbal Loyalties —J
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/ The Context: A Shifting Landscape \

Corruption

No Institutional
Infrastructure

On Going

Conflict Unorganized

Private Sector
Flourishes In this
Environment

Insurgency Ethnic Rivalries

Significant
National Assets
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Power and Influence

Local Fiefdoms,
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ﬁ he Challenge Is the Transformatich

of BOP

Unorganized, Inefficient ———
Systems,

LLocal Monopolies,

Information Asymmetry,

Poverty Penalty,

Poor Quality, Low Tech.

-

The Poor Live in: ﬁNe Must Create\

Organized Sector,
National / Global
Competition in BOP,
World Class Quality,
Affordable Prices,
Access to Info.
Advanced Tech.
New Models

3
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/ The Task... \

Access to World Class / _ \
Products and Services Low Sl;'“ Levels,
at affordable Prices Poor Intrastructure,
Conflict Environment,

: ' Poor Investment Climate
Access to Regional, <tributed ‘
National and Global IIDo:StrII UteWWIOJS’ |
Markets to Local Effort kWor Class, World Sca €
and Capabilities l

Western Models will Not work.
We Need Innovation In

\ Business Models—J
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- I

he Challenge is the Creation of

Micro Consumers,
Micro Producers,
Micro Investors,
Micro Innovators,
Micro Entrepreneurs

5
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/ What You See I1s not What 1t is...........

Source: FT, April 20, 2004
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/ The Core “Mother Industries” for\

Poverty Alleviation
Connectivity Education,
(Private Health Care
Sector)
Productivity =
Poverty
Alleviation
Energy Micro (NGO:s,

Finance Private
\ Sector)
.
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Is there Evidence that BOP can be

N

Source of Wealth Creation?

8
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Source: Mr. Subrato Bhowmik
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/ The Cell Phone Industry: \

1. Great growth Story in BOP markets around the world
Sub Saharan Africa, S. Africa
China, India
Thailand, Philippines, Indonesia
Latin America
2.5 billion connected around the world
2. The industry has Cracked the BOP Code

India is one of the fastest growing Markets: 6 million/month
Cost of service: Lowest in the world
Market Cap of 4 firms in India: $ 75 billion

kCeII phone is becoming the device of Choice not the—PC/
© C.K. Prahalad +0
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/ Participation In BOP I\/Iarkets\

1. Converting consumers from Unorganized, inefficient
markets to Organized and Efficient Private sector

2. It1s a Market Development Task
3. BOP Markets will Force Breakthrough Innovations

4. We have to think differently;
Price - Profit = Cost

\ Cost + Profit = Price —J
© C.K. Prahalad H
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Target Price

esire for Eyesight

Target Profit

Target Cost
12
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/ Desire for a Car? \

Target Price

Target Profit

Target Cost
13
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Focus on BOP Markets Lead to
Breakthrough Innovations

It can Create Global Opportunities

N

for Entrepreneurs

J
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Do We Need a New Methodology

N

for Innovation at BOP?
Creating Micro Consumers

Constrained Innovation
or The Innovation Sandbox

J
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Case Study # 1
BP Energy Solutions

\ —/
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Current Practice: Typical Cooking System

© C.K. Prahalad
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/The “Innovation Sandbox” for Energy In

India
Scalability
New
Price- Safety
Perf. Standards,
Levels Eco.
sensible

\ Aspirational, Intelligent —J
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Rural Poor is a Target Market

Extreme Variety in Cooking Habits

Choice of Fuels based on Cooking Habits,
Availability of Funds, and access to Biomass

We need a very Flexible, Personalizable Solution
There Is a great Opportunity for Improving Energy
Efficiency and Health of Women and Children

It must be affordable

hat Is the Opportunity in India for B

.

—/
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/ The Combination Chula \

Biomass LPG,
Pellets,
Efficient,

\ No Smoke J
20
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/ The Combination Chula \

Creation of Village level Entrepreneurs: Jyoti Ammas
Partnership with NGOs and 11Sc. as Co Creators

New Pelletizers,

LPG Supply Chain
Decentralized
Storage

1 KG bags,

Supply Chain
Biomass
Pellets,
Efficient,

LPG,

No Smoke
Manufacturing and Logistics of the Chula
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First Stoves

© C.K. Prahalad
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Successful Piloting in India during 2006

Scaling in India during 2007-2010

Experiments in SA and piloting

Opening up 8 New Geographies In next 3 years

A New Category for BP- Emerging Consumer

New Approach to participation in Non OECD markets

\ —/
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Where Is the Experiment?
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Case Study # 2
Jalpur Foot

J
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/ Making Products/Services Affordable\

Evidence:

Approach:

Defaults

Size and Scope
Viability

e.g. Prosthetics for the Poor

Jaipur Foot, India

Barefoot Walking,
Squat on the Floor
Sitting Cross legged

Walking on Uneven Ground

Paucity of Doctors

Need for Custom Fitting in a day

As good as US Models
Largest in the World
Profitable

© C.K. Prahalad
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/ Basic Foot Movement is \
Complicated .

© C.K. Prahalad



The Functionality Requirements In India
are Different from the West

Activity Functionality:1 Functionality:2
Squatting Need for Dorsiflexion
Sitting Cross Need for transverse DL
Legged Rotation Poverty,
Lack of
Walking on Need for Inversion and Utz
: manpower,
Uneven Ground Eversion :
Time for
Fitting

Barefoot Walking

Need for Natural Look

© C.K. Prahalad
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(e L)

omparison of Scale and Quality

Scale Quality: Outcomes

Jaipur Foot 16,000/year As good as US

Aravind 250,000/year As good as UK
Eye care
NH 7,500/year Better than NY State

\ —/
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/ The Health Care Revolution:\

Field of Cost Adv.
Group Specialization Over USA  Size
Jaipur Foot Prosthetics 200 x 16,000/year
Aravind Eye
Hospital Eye care 100 x 250,000/year
Escorts Cardiac care 15 X 7,000/year
NETE T Pediatric 30 x 7,500/year

\ Hridayalaya cardiac care —/
29
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Case Study # 3
Amul Milk

J
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Building New Supply Chains:
Connecting Rural poor to Global
Markets
The Role of Micro Producers

—/
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Milk Collection Centers:
Twice a Day Ritual in Rural India

2
©
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Scale and Decentralized
Manufacturing

Gujerat Cooperative Milk
Marketing Federation

Milk procured/day 6.4 million Kgs.

# of Farmers 2.2 million
# of Villages 10,755

# of collection centers 3,000 +
Revenues $840 m

Exports $ 30m

© C.K. Prahalad

33



Case Study #4:
ITC- E Choupal

—/
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/ Small Producers and Global I\/Iarketsx

Evidence:

Approach:

Problems

Size and Scope
\Viability

e.g. Connecting the Poor Farmers

ITC- E Choupal for Soya, India

One PC /village

Connected to the Internet

Farmer as Custodian- Sanchalaks
Farmers have Access to Prices
Emerging new Applications

None: Farmers Gain; ITC Gains

1,500,000 farmers
Profitable J
35
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Lessons from ITC E Choupal

Asymmetry Of Information

|

Asymmetry of Choice

|

Asymmetry of Capacity
to enforce Contracts

Asymmet}y of Dignity and
Self Esteem —J
36
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K/Vhat IS the Work Process Innovation?

Decentralized
Origination:
Village
Based

Amul Village
Collection
Centers

ITC Village
E-Choupal Centers;
e -Choupal &
e- Sagar

Partitioning
The Task:
On site/Off Site:
Clear Protocols

Decentralized
Payment System,
Veterinary Services

Decentralized
Payments, Agri-
Services,
“One-Stop” shop

© C.K. Prahalad
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World Class,
Centralized
Facilities

- %

World Class
Processing and
Marketing

World Class
Processing,
National and
Global marketin
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Case Study # 5
Jaipur Rugs

—/
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Jaipur Rugs: Business System

-

_ Jalpur Rugs Social
Family Global Marketing, Design, Values,
Control || Information System, Quality ||Philosophy
Standards, Capability Building || Of Bus.
Outsources Activities
€ ‘Preparation:] [ muaina | [ :
Procurement_ | Carding, Dyeing, | | Weaving,
of wool/silk Spinning, | | Opening ) U Finishing
N \_ Washing )

© C.K. Prahalad
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Production Process: Jaipur Rugs

y

Procurement
Silk
China N
Domestic 1 " »  Spinning
wool \ ) l
ICrLl_portNeg Bhoomika L Individual
ina, NZ,
Argentina, Wools Women
Mongolia,
Russia | -
| | Jalmata
7% hand 039% /e IndFstrles
carding carding o
NGOs ‘ I —
WER)
Independent asning
Women

Dyeing

Multiple Firms
In Bhadohi
Padma Industries

Opening

© C.K. Prahalad

A
Surendra
Sarai Bawa

140 women
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/ Production Process: Jaipur Rugs \

Weaving " Finishing + Marketing
| |
Contractors (165) Direct
Weavers (16,770) Weavers (7,000)
Babu and

Entrepreneurs (180)
Weavers (5,400) others

\ 140 women 41
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Case Study # 6
Self Help Groups

J
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ﬂ'he Velugu Project in Andhra Pradesm

(AP), India
Number of Districts 22
# of Self Help Groups 629,870
# Women Covered 7,987,400
# of years In the making 10
Focus Poorest of the Poor
Goal Capacity Building
Approach Commercial orientation,
No Subsidies
Facilitation, Expertise
Results Local Entrepreneurship,

New Governance,
\ Poverty Alleviation
43
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/ The Organization of Velugu \

District Level
Task Based: e
Organizations : 30

Analysis of

Benefits of Scale, _

SHGs Decide to MEmEEYS S0
Collaborate,

Voluntary Village Organizations: 28,000

>

VO“ttary Self Help Groups: 630,000
\ Individuals (Members) : 8,000,000 J
44
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/ Two Forms of Organization \

Corporate Hierarchy Task Based Velcro Orgn.
Village

L1 Br
- - - - - Individuals in SHGs
\ Focus on Task, fy
Efficiency, Value Added
© C.K. Prahalad »
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/ What are the Key Steps \

. Yearning for a Better Life

. Willingness to Learn New Skills
. Willingness to Work

. Awareness of opportunities

. Creating Access Characteristic of

Preconditions for
success

. Affordability Business Models
. Availability

Sharing Knowledge with others Prolifgration of
Benefits

1
2
3
4
5
6
7
8. Satisfaction with outcomes
9.
10. Creating a “silent revolution”
\ © C.K. Prahalad J




/ What are the Lessons.. \

. There is a Significant Opportunity at BOP

The Poor are an Integral Part of the Solution

Focus must not be on Investment Capacity but
on Organizational Capacity

We can Create Virtual Scale

Distributed Work Is Harder to Disrupt

Capacity Building at Local Levels is Key

Civil Society Can and Must become an integral
Part of the Solution

Market based Solutions Work and can Transform

. This Needs Perseverance
10 Business Focus Unites People
© C.K. Prahalad 4
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™

Transformation Requires:

Imagination
Passion
Courage
Humanity
Humility
Intellect

Luck ! —/
© C.K. Prahalad .
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