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This is our time!

We must use the power of business to solve'vexmg somal problems
including impoverishment faced by the world’s poorest citizens wi,,

And we have to deliver results that are sustalnable at scale
Cens -
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Who are the Base of the Pyramid (BoP)?

How many people are on this planet?

What are their income levels?
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4.6B Making Less than $3,000/year

8 billion people
Who are the Base of
the Pyramid (BoP?)

~2.3 Billion

> $11 ,680 (PPP) ~1.1 Billion

$3,000-11,680 er) Emerging

Middle Class

< $3.000 @ee) Base of ~4.6 Billion

“PPP” = Purchasing the Pyramid The BoP are a socio-
Power Pari ;

ower Party economic segment,
not a location

Gapminder: https://www.gapminder.org/fw/income-levels/
World Bank: https://www.worldbank.org/en/topic/poverty#:~:text=New%20poverty%?20estimates %20by%20the,about%20736 %20million%20in%202015.
Additional Data Sources: PovcalNet; Pew Trust; WB/IFC’s Global Consumption Database

Why should we - as
business leaders - care
about the BoP?

o,

Business is'the most-powerful force

for positive change.

BUSINESS +IMPACT

It's a bold claim. At MIChi dan ROSS
Business as a force for real, meaningful change.

The kind of change that makes a positive difference.
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Business Trend: The Quest for Growth

Projected annual GDP growth in high income countries: 2.6%

BOP market—3$5 trillion Size

e i Eétln'_sated BOP market by sector

-
1
5 TRANSPORTATION

BOP3000
BOP2500
BOP2000

sop1soo

BOP1000

BoPs00 ——
WORLD RESOURCES INSTITUTE

OTHER

$5 trillion PPP = $1.3T (USD)

28%-71% of total regional

purchasinq power Diversity: Heterogeneous
= market segment —

htty //

For more data see:
WBY/IFC’s Global
Consumption Database

~750 million people
earn less than
'$1.9/day (poverty line)

One in four children —

: mf"ﬂig . ~Amost1 billion peoplego
under the age A1 JANE Another perspective: Enorous . hungry

—

impact sectors...that are also

: as inadﬂqufate‘heigh,t i business opportunities
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Impact Trend: Need for New Approaches

Malawi, 1989
Kids at School

Source: TL Photo, Malawi

Kenya (~ 25 years later)
Kids at School

Source: TL Photo, Kenya © Ted London

SDGs: Tackling the

Investing in

Grandest Challenges /' Business + Impact
“A successful sustainable

SUSTAINABLE S
DEVELOPMENT s ALS development agenda

1 B m :as'cxt:ﬂam [33521'..]" Eﬁﬂﬂﬂ‘n i W 1o quires partnerships
Ll ' between governments,
Eégamﬂmn mmmmonall 10 o the private sector and
O civil society...[tg] unlock
the transformative power

13 ACTION 14 BELOW WATER 15:?3~ ﬁ{"sl'][mj'?[?l.;‘ﬁs FORTNEGOALS SUST;@i;}ABLE Of tri | | io n S Of d Ol | a rS Of
-~ X DEVELOPMENT
Dl | & | ¥ @ GOALS

private resources.

Spending $180* billion/year:

Rethinking collaborations between business & development

© Ted London
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Busine@mpact: Beyond the Trade-off

Development Community
* Need for scale
* Have too many “customers”
pportiocal-producers
Alleviate poverty
~ =

=

Goal: Build sustainable, scalable enterprises that
have a net positive impact on poverty alleviation

":-

Let’s Iook at some examples'
- |
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THE R4 RURAL RESILIENCE INITIATIVE

A .
Risk Reduction

@ Swiss Re h‘

WFP
A \, United Nations
VO Y

\ v World Food
Y £ Programme

(NYALA INSURANCE 5.C. 5 \

Risk Reserves J

=y

Risk Transfer

-
=7

Prudent
Risk Taking

Source: https:/A
hunger-private-sect

© Ted London
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“Insurance for

Work Arrangement”
® Labor ulu - \’
Oxfam Risk Reduction Risk Transfer
‘America
Oxfam & >

Donations

the Ethiopian

Government
(eventually other multilateral vouchers j @
donars) ~ =
Prudent
Risk Taking

J

Cash, grain, insurance vouchers $

Risk Reserves J

Financial and
other support

6 Swiss Re

Less Poor

(GNYALA INSURANCE S.C., g ot oo Households
Micro-Insurance Model:
Market Creation through Partnerships Souroe Otam Aerca

BURKINA FASD
w o 35000 ETHIOPIA
'n,' U8 15700 BB LSS B0000 | 4 245,000
& uss ~ @, ussnea000 | g sy 352,000
¥ 110 fif 07 ©. Uss 25 millon | BANGLADESH
i & U3 6,200 it w000 12500

CUBA @ Uss 000 D Uss 50,000
i 7es £ uss3130m
& uss 2.1 millan mﬂm -
— 5 D s 1.1 millian e
GUATEMALA SENEGAL - # kussm.amuiu.. Tilm e
i 135,000 252,000 y 12,000 ¥
L: :‘mm EL SALWADOR .ID LSS 206,000 @ U155 1.8 millian 3 U5 35,000 &. usyso000
THE R4 RURAL RESILIENCE INITIATIVE i ek s S 22mien ®, uss 260000
th w .m LS 26,800 TAMBIA MADAGASCAR
& ust 300 B, i3 581 200 A, 7 milion -325-000
LS B USH 5B million WSS 112,000
& UsgEs & s 117 millicn IMBABWE £, s 559,000
1 ss.000 ot 24,300 1 17,500
& uss 1 3milion :. z:: :::g:? @ wss 350,000

Update: More countries + More insurance products

As of 2021, R4 reached over 365,000 farmer households (~55% women), benefiting
~1.8 million people. Recent programs include Latin American, Pacific countries.

Index insurance products cover weather (droughts, floods) and yields (pests,
diseases). They also cover difference types of crops as well as livestock.

For more: htip: © Ted London
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! M-K@PAsoLAR X

M K@PA

M KOPA M(oblle) Borrow

Jesse Moore Nyokabi Warobi
CEO : Head of Talent

)
Photo at M-Kopa Headquarters, Nairobi
Photographer: Ted London ﬁ
\

Business Model: PAYG

M-K@PA
29$Customer care reps | M-KOPAnet Ser.vers_l
.&.‘

M-KOPA receives

1 " moﬂ“'g‘ v
€ 0 . .
e\ tificat . .
Financing a a\a«; s TR notification Wrapping Business Model
for another - Servergl:‘p dm;\ around Technological

asset
A\ ‘,’.\,s_\_l}lES.S_.Mo;_;Q

Uses

=<7 -
products &£ Safaricom
Sends money (~daily) M-PESA

A

Distribution

Owns device after ~one year

Customer ﬁ

Agent processes

| payment through L : Awareness
- M-PESA 5 Financing
Activates M-PESA; f1ommmt M-KOPA MKOPA '
1 ' Salesperson  Customer pays initial
oads money onto 5] deposit; acquires
account product from M-KOPA

Business model enables PAYG for durable products

and facilitates customer continuite

© Ted London
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IS BN 5w [
Since 2018: ~1 million

smartphones sold

S L a
2026 Goal: 20 million customers,

$7 billion in credit unlocked and
100,000 active agents

&%

HUL’s Shakti
Initiative

120,000+ Shakti (women) entrepreneurs
across rural India
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. . , T
Distributor -
---------- > > HUL)"F'actory
Flow of Cash r
a n n e ““““““ > 1 I
Flow of Material 1 ¥
Flow of Order Information :
1
1
1
1
1
:
" 1
Direct 1
Distribution !
: A
1
Stock delivered 1 1
by distributor : :
v 1
o WHOLESALER |
Larger/closer ﬁ z R
communities > e
Large Retailer Store Small-retailers LN
Kirana Shop ”/ e
¥ i VYl EY:)
Indirect HEl f 1
Distribution ¥ iV ""'I" a
! g Micro-retailers
ny vill
Consumers Consumers 1‘ 1
¥

Consumer in hub town or nearby villages
® O
‘1
M

Shakti Channel: Ordering and Delivering
o

RSP comes 1-2 times a month to coordinate
with Shakti and check HUL stock

Shakti

"

RSP goes to the child parties in the
village with Shakti or alone to take orders

Shakti Child Party D 7N
Kirana Store 4
, Rsp e Child Party
4 5 % Shakti
o | 2
:_.\ Child Party

Delivery Person

Stock delivered to Shakti within2-4
days of ordering based on route plan

[:ll% Distributor Vehicle
5o

Distributor receives the
order digitally and
dispatches stock

@

Rural

Distributor

Based on the
current stock at
Shakti store and
child party orders
RSP digitally
orders through
HUL’s mobile app

b;?&

|D]

© i

Source: Bopinc and Re-emerging World contributed to this graphic
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Distributor 7o

Flow of Material

C h a n n e I Flow of Order Information i QJ_ Skt ionnl
with Shakti B el BancTanstr |

Shakti Additional |

=~ CFA |

Direct

Distribution e ~3CFGOIF el Order Capture in RSP App
e 50
: ? ‘::-.‘\ Rural Sales Promoter | °
Stockdelivered 1 | I SesoSe (~30-35 Shaktis) -
by distributor ! 1 OCh oy ™~ 1
1 1 e g, e ™
A 1 Strigy, to'ed ls
| " @
WHOLESALER 2 (a0,
15 = < L
communities — N
Large Retailer Store Small-retailers A= Shakti Entrepreneur
Kirana Shop Rl LN
{ i . L% A
Indirect 1 I I 1 _—
Distribution ¥ ¥ ! ‘ﬁ

Balancing bricolage 2 g

and de novo:

Micro-retailers
m T [ N vill

) . Consumers Consumers 1 1
Innovating while R
. Consumer in hub town or nearby villages
leveraging what P ~
already exists o ’ |

Growth of Shakti Agent Network

J|||LLLLL|1

Network includes over 120,000 Shakti entrepreneurs, who generate an average
monthly turnover of INR 20,000 (USD 265).
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¢ bett better for

o

Enhancmg the I|keI|hood of
enterprise success

v A, \
X AL p ,'.\

Where are You on the Income Pyramid?

What are the
implications?

How “representative” is your
perspective of the world?
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Building businesses for the BoP %/
VS. |
Building businesses with the BoP _* b

~ A

Assume you are leading a BoP
enterprise and you are briefing a
newly hired team:

|dentify three words to describe the
“target population” (the BoP) that you
think will be most helpful in guiding
your team to engage in the field
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[ 38
sl Tech )5,

My three words: |
 Colleagues, Partners and Advisors |

A W T T

=

¢ /‘,,* & <y .
/'/' ' ™ ;
. // _ V. z 'a.lﬁ.“'

Respect is critical

These stakeholders are just as smart, hardworking and

innovative as the well-off ’
"IN U P ‘T = =

T¢ Youwant To Go /AST
Go ALoNe. "

Credits: :
Shuan.SadreGhazi
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! - fo %,
Building businesses for the BoP

VS. ;
Building businesses with the BoP ¢

Acalilat o

Strategies and Frameworks for Action

| Standardized Tools Customlzefi
Implementation

Offers opportunity to
strategize with “full
knowledge”

" Don’t know what you
don’t know

Offers opportunity to
better prioritize
decision making

Operating with
constrained resources
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THE
BASE OF THE

Sustainability at Scale Toolkit ™ ™

Customers

m
-t AA844

Distributor  Retailers m —

&g

Design for Plan for Manage Value Develop
Success Scale Creation Partnerships

Business Model Co-create, Innovate, | Impact Assessment Partnership
Innovation Framework| Embed Framework Framework Ecosystem Framework

Models

lllustrating
BoP Business

and Assessing

© Ted London

lllustrating

and Assessing B & ‘mm Tiaas
BoP Business v, o s )y conamens

Models

Key Considerations: Scaling BoP Business Models requires...

understanding the need for
structures and incentives . demand creation vs. demand
2 . that synchronize scaling of fulfillment
sub-components

1 the right balance of bricolage
© and de novo

4 net positive returns for all 6 enabling learning and

- stakeholders addressing the balance « continual improvement
5 . between business and social

goals

BoP Business Models
Considerations and Questions
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BMI: Setting up internally for success

*Does team have the right portfolio of skills *Do the short-term metrics allow for innovation

& experiences to engage in target markets? and value both success and failure?

*Do the financial investors offer sufficient *Do the long-term metrics consider financial

flexibility to innovate? and social performance?
Problem-Solving Structure

*Is the team engaging appropriate internal *Does the legal entity support the desired
and external partners in developing their capital structure and scope of activities?

i ?
business model’ *Do organizational & geographic locations of

*Is the team solving the right problems? team enable BoP-oriented innovation?

Source: London, T., 2016.

“The BoP Promise”
© Ted London

Cocreate-Innovate-Embed (C-I-E) Scaling Strategies

y Co-Create Innovate

Envision Pilot

Expand

pesiomerate | Build Social
tegration-based | g 1o ddedness
Competitive Adv ;

* Encourage crossing |+ Develop capability
boundaries, co-mingling | to access market
assets, and creating value | information

Orches%—rate Address Market
Effective ! Greati
i reation

Experiments |

Craft Solutions Find the
with the BoP | Positive

* Ensure a perspective
based on respect and
dialogue

- Articulate specific | * Assess competition

- Leverage what
learning goals

| already exists i+ Understand market-
* Value and manage i creation opportunity
failure i

+ Address risks

K{ Assess mutual value creation i ) \ { Ensure mutual value creation

i . - Value informal assets
* Establish interaction |

. the playing field | - i
e i and institutions Change the playing field | - Develop capability
guidelines !

| tointerpret market
i information

|+ Seek co-investors
| * Create ecosystem of

partners

Enhance mutual value creation

Strategizing about Scale from the Start

Source: London, T.,
2016. “The BoP
Promise” © Ted London
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BoP Impact Alleviating Poverty > Creating Value
Assessment
Framework ’ Buyer | R —— ‘
s V/ e
'_\ +/- Income, income +/- Economic +/- Local
Economic stability consumer surplus livelihoods/income

+/- Businesses
setving community

+/- Economic

credit/new debit productivity

Well-Being />+ /- Access to

\, J \ J

) s D

“— /.
Capability +/- Skills, Knowledge m/orl:I)—ilti?tl;h and +/- Petrceptions about

. +/- .
Well-Being /- Contentment, +/- Self-confidence, education, healthcare

quality of life

\ J

+/- aspirations

dignity

.

7~

+/- Household roles
+/- Social status

>

r

+/- Network access
+/- Power of
intermediaries

+/- Gender equity

environment

Categories within cells are illustrative

+/- Relationship with

© Ted London

Partnership Ecosystem Framework (PEF)

Enterprise Development

Market Creation

Facilitate Enterprise Activities

Market Intelligence
o Cultural context, comp. landscape
o Consumer demand, supplier preferences

Market Access
o Distributors, other platforms
o Implementation support

Value Creation (Assess poverty impacts)

Facilitate Market Transactions

Demand Creation

o Awareness raising, behavior change

o Micro-credit, other sources of financing
o Vouchers/subsidies

Supply Enhancement

o Advisory services for producers
o Improved inputs

o Aggregation of outputs

Enhance Enterprise Resources

Financial Capital
o Grants, equity, debt, loan guarantee

Human Capital
o Talent development, technical assistance

Knowledge Capital
o Processes , tools, and frameworks

Social Capital
o Legitimacy, access to networks

Capacity Building | Action Enabling

Enhance Market Environment

Value Chain Infrastructure

o Physical infrastructure development
o Quality assurance and certification

o Market transparency

Legal Infrastructure
o Policy changes; regulation enforcement

Institutional Infrastructure
o Banking, property enhancement

Source: London, T., 2016. “The BoP Promise”

© Ted London
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Sustainability at Scale Toolkit

M 28822
Distributor r-ailmm “ customers

e

Design for Plan for Manage Value Develop
Success Scale Creation Partnerships

Business Model Co-create, Innovate, | Impact Assessment Partnership
Innovation Framework] Embed Framework Framework Ecosystem Framework

Models

lllustrating
and Assessing
BoP Business

Building a Toolkit of Strategies Frameworks and Processes

© Ted London

OUI' Questlon .+~ = tlondon@umich.edu
HOW can we m : ' ProfTedLondon.com

Thank you!

Us1ng the power of bus1ness to dehver results that are sustainable

- _‘r';
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