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T he devastating impact of rising energy and food 
prices on the world's poor has sparked alarm 
about this group's vulnerability as global mar- 

kets shift, often suddenly and deeply. The burdens of 
poverty, already heavy, become crushing as family 
incomes fail to cover basic needs for food and shelter. 
For a growing number of development thinkers and 
innovative entrepreneurs, ending this povertj-and the 
vulnerability that goes with it-is best approached by 
focusing on thepotential of the poor as the world's largest 
market of producers, workers and consumers. 

This issue of Development Outreach focuses on this 
market, made up of those living at the "base of the eco- 
nomic pyramid" (BOP), that is, the four billion people 
with incomes below $3,000 per year in local purchasing 
power. Its contributors outline, in 13 articles that cover 
a wide range of case studies, market-based approaches 
to reducing poverty. 

While this BOP group lives in relative or absolute 
poverty, it constitutes about two-thirds of the world's 
people and a market of $5 trillion. Forward-looking 
companies are reaching out to this group, providing both 
products and opportunities that benefit the poor, as well 
as their own bottom lines. By investing in sustainable 
development now, businesses are building markets that 
will grow from today's promise to flourish in the future. 

Companies that focus on the BOP market make a 
concerted effort to include the poor in their business 
strategies. They go beyond philanthropy and traditional 
concepts of corporate social responsibility, to invest in 
the poor as producers and consumers. The case studies 
in these pages show how they operate profitably in what 
is still the frontier of the mainstream market economy, 
while enhancing the well-being of the poor by nurturing 
them as productive consumers. 

Business and Poverty: Opening Markets to the Poor coin- 
cides with a new Executive Development Program 
offered by the World Bank Institute, "Inclusive and 
Sustainable Business: Creating Markets with the Poor." 
Offered in  Washington for the first time in June, the 
course provides guidance and tools to business execu- 
tives and public sector leaders seeking to enable busi- 
nesses to engage the BOP group. 

-4 Christopher Neal 
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SPECIAL REPORT 
BUSINESS AND POVERTY: OPENING MARKETS 
TO THE POOR 

2 Business and Poverty: Opening markets 
to the poor 
Guest Editorial 
DJORDJIJA 8 .  PETKOSKI ,  V. KASTURI RANGAN, 
AND WILL IAM S. LAUFER 

Highlights features of the Special Report that discuss the role 
businesses can play in addressing poverty, and offers case studies 
as examples. 

T h e  Next 4 Billion: Characterizing 
BOP markets 
ALLEN L. HAMMOND.  WILL IAM 1 .  KRAMER, ROBERT S. KATZ, 
JUL IA  T. TRAN, AND COURTLAND WALKER 
Points out significant opportunities for market-based approaches to 
meet the needs of the 4 billion people at the base of the economic 
pyramid. 

l o  Creating Shared Value through Basic 
Business Strategy 
NlELS CHRIST IANSEN 
Demonstrates how Nestle's milk district model achieves a balance 
between meeting the needs of the poor and expanding NestlB's own 
business. 

13 T h e  Shakti Revolution 
GAVIN NEATH AND VIJAY SHARMA 
Shows what can be done by a multinational f i rm (Unilever) in 
meettng both business and social objectives. 

17 Social Issue-Oriented BOP Business and 
Japanese Companies 
MAR1 KOGISD. M I A  MATSUO, AND TOKUTARO HIRAMOTO 

Shows how by engaging local companies Sumitorno could capitalize 
on a business opportunity while providing malaria prevention. 

21 Lighting Africa 
KATIA THERIAULT,  LINDSAY MADEIRA. A N 0  PATRICK AVATO 
Describes industry efforts to transform and accelerate the off-grid 
lightlng market and extend benef~ts to the poor, wlth the support of 
the World Bank Group. 

24 Developing the Local Supply Chain for the 
Contract of the Century 
I B R A H I M  ISMAYILOV. SAMIR TAGHIYEV, OLGA GOOUNOVA, 
AND FARZIN MlRMOTAHARl 
Summarizes how a BPIIFC partnership helped develop linkages 
between Azerbaijani SMEs and the global 011 and gas industry. 

27 Patrimonio Hoy 
ISRAEL MORENO BARCELO 

Shows how CEMEX's progressive housing program took a proactive 
approach in Mexico with Patrimonio Hoy. 

30 Z M Q  Enabling Bottom-up Development 
S U B H I  QURAlSHl  

Tells the story of a small-sized company that helped social 
development by combining philanthropic efforts with its ICT 
products. 

34 Business and Malnutrition 
MARC VAN AMERINGEN. B E R A N G ~ R E  MAGARINOS, 
M ICHAEL JARVIS 
Presents new business models that help to make foods available 
and affordable to the poor. 

38 Bridging Gaps in Reproductive Health Care 
in Egypt through Private Sector 
Involvement 
ANDY COLE, MOHAMED AFlF l  AND REEM SALAH 

Illustrates the reproductive health project Takamol which seeks to 
increase the availability and quality of reproductive health services. 

41 Improving Health Improves Economic 
Well-being 
CHRISTY L. WISTAR 

Explores the positive impacts and unexpected challenges of Abbott's 
investment in a public-private partnership to modernize Tanzania's 
health system. 

44 Access to Finance and Markets as a 
Strategy to Address Poverty 
NACHIKET MOR AND B l N D U  ANANTH 
Emphasizes the value of access to financial services for the very poor 
through partnerships between banks and local financial institutions. 

47 Bringing Bangladesh into the Digital Age 
DEFTA PARTNERS GROUP. THE ALLIANCE FORUM FOUNDATION. 
AND GEORGE HARA 
Shows how a multistakeholder partnership improved access to ICT 
to enhance health and education sewlces in Bangladesh. 

52 KNOWLEDGE RESOURCES 
54 BOOKSHELF 
56 CALENDAR OF EVENTS 
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development of markets that benefit the poor. (hu perspective 
is that a company'@ responsibility is not only to increase its 
investam' wealth, but also to heIp create wealth for ihe 4, billion 
or so people at the be-of-thc-Mamid (Bop) w h  make do 
with incomes of 1- than 45 per day, as characterized in the 
article on the Next FourBillion. 

Poverty is an economic, socid culhurd, political, and 
moral phenomemn and we Meve it is n e c e e q  to addrew 
these dimensions m an integrated f a h i o m n e  that con- 
tributes to saetainable global developnaent. Nestld's Milk 
District Model illustrates this approach, By pmviding oppor- 
tunities for training, education. and a steady income to poor 
w a l  farmers in exchange for a consistent milk supply, M a t l C  
effectively integrated poverty alleviation into a business 
model that was m u W y  beneficial: the company has been 
able to increase its supply of fresh milk and poor communities 
have benefited from job security, improved nutrition, and a 
better standard of living. 

There are m a y  ways in which business can help in open- 
ing markets to the poor. ranging from multinational corpora- 
tione (MNCs) and l o d  small and medium enterprises (SMEs) 
to corporate foundations, business alliances, and small entre- 
preneurs from both developed and emerging economies. 

Business models that engage the poor 

NEW BUSINESS MODELS have focused mainly on cost atxw-  
ture, innoy~tioe distrlbudon metho& and logktics, and have 
ignored the need to d d o p  market institutions. Productive 
corporate engagmmt at the BOP will require an in-deptb 
understanding of the meming of "market bmed solutions;" 
clarification of the types of markets (in€mmal VB. orgmised 
markets): and undemtadhg how companies can comeet 
factor and produat m a r h  to help create job oppo-tits. 

Comptlnim, p&&ly- ones, can have a much greater 
impact on the BoP by contributing to the crealion of more effi- 
cient markets a d  by complementing market institutions, 
rather than pst seing pmducts to the poor. In lese developed 
co&e8, pow* alleviation ahodd be approached primarily 
tbmu& weal& creation, 2ncludhg access to jobs, h e a l a m .  
education, and v M o n a l  tf-, even before pmvidmg 
access to c o d l e  goads and services that improve the 
+ty of life of the poor. Of course, wealth creation and con- 
9umption are eompleraentby bat fhere i s  a hierarchy. 
In bbuiZding wealth, business models need to include 

mechanisms to d d  with the following chdengesi 
Increasing the productivity and real income of the poor. 
Enhancing job creation opportunities through direct 
emploplent er @elf emplqment,  upp ported by prodm8 
and semi- that boost p ~ d u c t i v i ~ .  
Moving a w q  &om the " W o n a l  consumers" concept to 
the concept d "productive consumers." (Developing self- 
mteem and - amongoonsvmers can beachieved both 
by creating concuti~ns f"or employment and by p a w  
decent salaries )? 
How businesses address these issues depends on m a ~ y  

factors, such- iduatry strrrchxre, cornpanywision. she, loca- 

tion and ownership structure. The leseons learned from com- 
pany experiences can serve as building blocks in achieving 
innovative, sustainable, and scaable mlutions. 

Companies such as Ned& Unilever and CEMEX have 
shown that thro* innovative business solutions they can 
both operate profitably within a given (underdeveloped) 
institutional framework. and simultaneously dvectly facili- 
tate the development and strengthening of market Wtu- 
tions. Unilever's experience with the "Shakti Revolution" in 
India illustrates that helping to empower underprideged 
m a 1  women by foste~ing entrepreneurship and creating 
income opportunities can be more important than sales 
alone, since it encourages the growth of a s s u ~ l e  con- 
sumer base. 

Building a BOP business culture 

TO BETTER ENGAGE THE POOR, business needs to under- 
stand their values. aspirations. and the contributions they can 
make to value creation for t h e d v e s  and others. Only limit- 
ed efforts have been made to change the sometimes deep- 
seated assumptiom that business leaders make about the 
POOP, asautnptions that are partly caused by a wide cultural and 
socioeconomic divide and a lackof direct interaction. 

Incorporating povetty deviation into corporate strategy 
always require8 internal change in companies, and eometimes 
even redefining organkatiod values and cultures. These 
changes may include developing an entrepreneurial spirit for. 
a clear vision of, and a readiness to support new and risky BOP 
ventums. Not only it is necessary to capture the attention of 
corporate executives and senior managers, but an effort must 
be d e  to explicitly connect business g o d  and profitabil- 
ity with BOP mak?t8. As the case of Sumimoto (=bemica1 
illustrates, consistent corporate backing for BOP ventures can 
lead employees to identify innovative market based solutions. 
In Sumimoto Chemical'o caw, that solution came in the form 
of an insecticide infused mosquito net to protect vulnerable 
African populations against Malaria. The company's manage- 
ment philosaphy, hown as the "Sronimoto Spirit." aims to 
"generate profit not only for the company but also for society," 
and has helped motivate their employees to reach the BOP. 
Similarly, the muttinational cement producer GEM= chose 
to put an interdisciplinary team of its own employees on the 
ground in Mexico to beiter understand the social and home- 
buiidhg practiw of low-inmme communities, and used that 
knmdedge to develop a successful product line of housing just 
for tlme poor. Unileves's commitment to imprwing the live8 
aod helihoods of poor in India is driven by the recogni- 
tion that "the health of businem is inextricably linked with the 
health of society." 

It is &o important to widerstand the complementarities 
between philanthropy. carporate social responsibility (CSR), 
a d  service to the paor, as thew approaches CaMOt be esdy 
separated. Some CSR initiatives have recently been criticized 
as mere token philauhsopie attempts to address the needs of 
the poor. But if companies allowed themaelves to engage onEy 
in activities where business pals and poverty alleviation were 
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perfectly aligned, there would likely be fewer activities at the 
BOP. CSR activities have the advantage of providing a forum 
for businesses to learn about the needs of the poor. 
ZMQ, a small to medium sized Indian software company, 

has combined its philanthropic commitment (12 percent of its 
profits) with its core competencies in developing ICT learning 
tools for social development in order to sponsor and create 
products and tools to bridge the digital divide. In one such 
venture, the company funded the development of a technolo- 
gy package to build the capacity of grass-roots women in using 
livelihood-generating technologies. The Global Alliance for 
Improved Nutrition (GAIN) has formed a Business Alliance to 
explore the space between philanthropy and strategc private 
sector interest by developing new business models to fortify 
food with necessary vitamins and minerals and making it 
available and affordable to the poor. Large companies, such as 
Abbott Laboratories, often utilize their corporate foundations 
to explore the complementarities between philanthropy and 
CSR. Abbott Fund, in partnership with the Government of 
Tanzania, is engaged in a major project that is modernizing 
the country's health system. By improving hospitals' physical 
infrastructure, training programs and working conditions, 
and utilizing the latest IT, the partners are expanding access to 
quality HIVIAIDS testing and health care for the poor. 

Market capacity building 

I N  D E V E L O P I N G  C O U N T R I E S .  companies often need to deal 
with weak institutions or a lack of formal market mechanisms. 
In Unilever's business expansion in India, the company had to 
work around many infrastructure and institutional challenges. 
such as poor transport links and high rates of illiteracy. 

In this context, it is crucial for business to address certain 
questions: 

To what extent do "organized or well-developed markets" 
caph~re the costs and benefits of the poor? 
What access do the poor have to these markets? 

= Why do the poor pay more for the same or similar goods 
and services than the rich? 

= How can level playing fields that provide equal opportuni- 
ties for the poor be created? 
These are important questions, because although informal 

markets can facilitate commerce, they can also engender 
abuse, create huge income inequality and exploitation, and 
become a barrier to entry and growth. Examples in this issue 
of Development Outreach illustrate how companies like 
NestlC, CEMEX, Unilever, and Sumimoto have overcome the 
barriers of the informal economy and the lack of institutional 
and physical infrastructure, and ultimately helped the poor 
integrate into the official economy. Unilever developed a new 
business model to engage local entrepreneurs to set up direct- 
to-consumer retail operations, with training from the compa- 
ny and support from self-help groups or microfinance banks. 
In 2007. Project Shakti estimated that 46,000 entrepreneurs 
(mainly female) had reached more than three million rural 
Indian households. 

The role of I\/Iultinational Corporations 
(NlNCs) 

IT I S  D I F F I C U L T  T O  G A U G E  how many of the 63,000 MNCs4 
are ready and willing to incorporate poverty alleviation issues 
into their business strategies. While the relatively small role 
of MNC's in creating local employment has been well docu- 
mented, their real contribution may be in setting perform- 
ance benchmarks in  developing markets. These would 
become the benchmarks that most local businesses would 
have to meet in order to gain legitimacy and trust i n  the com- 
munities in which they function. 

MNCs need to recognize what they do well and what they do 
poorly in BOP markets. Large companies are typically good at 
integrating the poor into the global production system and 
facilitating market transactions for increased productivity as 
part of their supply chain ,5 but not necessarily at creating jobs 
through direct employment. But MNCs do have the power to 
shape institutional environments to be more supportive of job 
creation, and build partnerships with government, NGOs, 
international financial institutions (IFIS), and donor agen- 
cies. For example, the International Finance Corporation 
(IFC), the private sector arm of the World Bank Group, has 
been successfully working with the private sector to engage 
local businesses in the global supply chain, as illustrated in 
the articles on its Lighting Africa project and partnership with 
BP in Azerbaijan. 

The role of local companies 

P R O D U C T I V E  E N G A G E M E N T  with the poor requires new 
business models that take into consideration both access to 
local knowledge and issues of trust. Business objectives 
should go beyond lowering the cost of doing business at the 
BOP and improving access to customer groups. They should 
also aim to build legitimacy and good will by tapping into local 
knowledge and leveraging social capital as a means of gaining 
access to market intelligence and building legitimacy in the 
eyes of the poor. Local companies can normally do this better 
than (and complement) MNCs. Of course, it is difficult to 
generalize, as some MNCs, such as Nestle and Unilever, have 
been present in many emerging economies for decades. 
Similarly, CEMEX has been very successful in launching an 
innovative housing program for low-income communities. 
Partnership initiatives, such as GAIN and UNICA, create 
space for collaborative action. The GAIN Business Alliance 
allows both MNCs and local companies to learn from each 
other, share results, and partner with development organiza- 
tions. The Brazilian Sugar and Ethanol Industry Association, 
UNICA, jointly with the World Bank Institute, launched a 
capacity development program for sugar producing compa- 
nies from Sao Paulo, which helps individual companies to 
incorporate social and environmental issues into their corpo- 
rate strategy and contribute to community development6 

Local companies are often best positioned to provide goods 
and services to the poor while at the same time helping MNCs 
to expand their business at the BOP. For example, the key to 



Sumimoto Chemical's success has been its partnership with a 
local Tanzanian company A to Z Textile Mills, which resulted 
in technology transfer, quality improvement, and creation of 
local employment for the poor who had no previous experi- 
ence in manufacturing and wage-based jobs. India's ICICI 
Bank initiative is based on the assumption that economically 
viable occupations already exist in most regions of India, and 
that with proper support even the very poor can almost imme- 
diately engage in them without specialized skill building. The 
key, they have found, is providing access to finance, which 
ICICI created through creative partnerships between banks 
and a network of local financial institutions. 

Measuring impact 

TO FULLY ASSESS EFFECTIVENESS, it is important to capture 
economic, social, cultural, and environmental impacts. 
Measures of success should not be limited to output and prof- 
itability indicators but should also take into account issues of 
equity and the balance between corporate, legal, and social 
obligations. It is essential to measure social values from the 
poor's perspective, and to understand what is important for 
them in terms of quality of life, empowerment, and security. 
Transparency and accountability must also be part of the ini- 
tiative since corruption hurts the poor the most.? Companies 
like Unilever, CEMEX and Nestle, through direct engagement 
with the poor, reduce the risk of corruption that affects the 
poor in their daily business transactions when operating in 
informal markets. 

We also need to capture positive and negative cross-sec- 
toral effects as well as improvements in market institutions. 
There is a growing need for companies, development organi- 
zations, and academia to create new models that capture the 
development multiplier effect. In Nestlk's engagement with 
poor rural farmers in China, for example, the local banking 
system benefited when the company provided its new suppli- 
ers with cash payments, leading to a new customer base for 
banks in previously low-income areas. 

Action agenda for the future 

TO MEET THE NEEDS of 4 billion people is a daunting chal- 
lenge that can only be met by talung successful models to scale. 
We need to look not only within existing markets, but also 
among countries and continents, to find solutions that "travel 
well", particularly between developing countries. Companies 
can play an important role in transportingbest practices across 
borders, as the ZMQ and DEFTA Partners examples illustrate 
for countries in Asia and from Asia to Africa. 

Effective poverty alleviation requires collective action by 
MNCs, local companies, governments. IFIs, and NGOs. 
Building successful partnerships is highly complex and 
requires clarification of roles, responsibilities, and incentive 
structures. Who is in a position to change the rules of engage- 
ment with the poor? How can corporate gaming be prevented 
to avoid increasing poverty and environmental degradation, 
particularly when institutions are weak? Where does the 

value-creating potential lie within various stakeholder 
groups? How do we best organize initiatives and provide 
incentives to collaborate in developing more comprehensive 
and innovative models of engagement? And what are the most 
innovative ways of complementing the efforts of government, 
multilateral development banks, and development agencies? 

To be sustainable, business initiatives need to be owned 
and informed by the developing country stakeholders them- 
selves. The issues are global but most of the solutions are 
local. New mindsets and open dialogue with local entrepre- 
neurs are prerequisites for collective action. The DEFTA 
Partners example clearly illustrates that partnership between 
entrepreneurs from both developed and emerging economies 
can play a critical role in creating innovative development 
solutions. DEFTA Partners, i n  collaboration with BRAC, a 
local development organization based in Bangladesh, are 
investing in improving the country's communication infra- 
structure, thus providing access to millions of poor people. 

We hope that the examples presented in this issue will be 
used to help local beneficiaries define the challenges, set their 
own agendas, and successfully implement the best possible 
solutions. 
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The Next 4 Billion 
Characterizing BOP Markets 

BY ALLEN L.  HAMMOND, 
WILLIAM J. KRAMER, ROBERT S. KATZ, 
JUI-IA T. TRAN, AND COURTLAND WALKER 

T H I S  STUDY USES EMPIRICAL MEASURES to describe the 
behavior of low-income populations as consumers and produc- 
ers. In aggregate, their purchasing power suggests significant 
market opportunities. By quantifying this market and describ- 
ing its characteristics, we hope to stimulate business develop- 
ment and investment that can better meet the needs of these 
populations, as well as increase their productivity and incomes 
and empower their entry into the formal economy. 

The 4 billion people at the base of the economic pyramid 
(BOP)-all those with incomes below $3,000 in  local purchas- 
ing power-live in relative poverty. Their incomes in current 
U.S. dollars are less than $3.35 a day in Brazil, $2.11 in China, 
$1.89 in Ghana, and $1.56 in India.' Yet together they have 

substantial purchasingpower: the BOP constitutes a $5 trillion 
global consumer market. 

The wealthier mid-market population segment, the 1.4 
billion people with per capita incomes between $3,000 and 
$20,000, represents a $17.5 trillion market globally. This 
market is largely urban, already relatively well served, and 
extremely competitive. 

In contrast, BOP markets are often rural-especially in 
rapidly growing Asia-very poorly served, dominated by the 
informal economy, and, as a result, relatively inefficient and 
uncompetitive. Yet these markets represent a substantial 
share of the world's population. Data from national household 
surveys in 110 countries show that the BOP makes up 72 per- 
cent of the 5.575 million people recorded by the surveys and 
an overwhelming majority of the population in Africa, Asia, 
Eastern Europe, and Latin America and the Caribbean-home 
to nearly all the BOP. 



A BoP PORTRAIT 
living at the Bo'P 
The BOP is characterized not only by 
low income--below 9,OW per capita 
per year--but also by several othsr 
shared characteristics: 

SIGNIFICMLT unrn HEEDS 
Most of those in the BOP have no 
bank account or access to modern 
financial sen ices - i f  they borrow. 
it is typically from the local 
moneylenders at very high interest 
rates. Most do not own a phone. 
Many live in  infonnal settlements 
and have no formal Utle to their 
dwelling. And many lack access to 
water and sanitation sedces. 

OEPENOENCE ON INFORMAL 
OR SUBSISTENCE LIVELIHOODS 
Most of those in the BOP are poorly 
integrated into the formal economy, 
which llmits their eeonomlc 
~pportunities. k producers, they 
d e n  lack good access to markets to 

1 sell their labor, handicrafts, or surplus 
cnps and have no choice but to sell 
local emploprs or to m l W m e n  a o  
enploit them. As subsistence and 
small-scale fanners and fishermen, 11 
they are uniquely vulnerable to 
destruction of the natural resources 
)hey depend on but are powerless to 
prntect.2 ln  effect, informality and 
subsistence are poverty traps. 

IMPAClEO BY A BOP PENALTY 
-Many ol Ulose in  Ula BOP, and 
,perhaps most, pay higher prices for 
basic goods and services than do 
wealthier consumers--sither in cash 
qr in the effort they must expend to 
:obtain them-and they aften receive 

, ;lower qua l i i  as well. For %@me 
csenrices BOP consumers lack access 1 
.:iltogether. The high cost of being ' $oor 1s widsly shared: it is not just . . 

- - 4he very poor who must walk long 
; ,distances for water or firewood, 

,,or who often pay more for the 
%ransportation to reach a distant 

Analysis of the survey data-the 
latest available on incomes, expendi- 
tures, and access to services-shows 
marked differences across countries 
in the composition of these BOP mar- 
kets. Some, like Nigeria's, are con- 
centrated in the lowest income seg- 
ments of the BOP; others, like those 
in Ukraine, are concentrated in the 
upper income segments. Regional 
differences are also apparent. Rural 
areas dominate most BOP markets in 
Africa and Asia; urban areas domi- 
nate most in Eastern Europe and 
Latin America. Striking patterns also 
emerge in spending. Not surprising- 
ly, food dominates BOP household 
budgets. As incomes rise, however, 
the share spent on food declines, 
while the share for housing remains 
relatively constant-and the shares 
for transportation and telecommu- 
nications grow rapidly. In all regions 
half of BOP household spending on 
health goes to pharmaceuticals. And 
in all except Eastern Europe the 
lower income segments of the BOP 
depend mainly on firewood as a 
cooking fuel, the higher segments on 
propane or other modern fuels. 

A BOP portrait 

T H E  DEVELOPMENT COMMUNITY 
has tended to focus on meeting the 
needs of the poorest of the poor-the 
1 billion people with incomes below 
$ I  a day in local purchasing power. 
But a much larger segment of the low 
income population-the 4 billion 
people of the BOP, all with incomes 
well below any Western poverty 
line-both deserves attention and is 
the appropriate focus of a market- 
oriented approach. 

The st- point for this argu- 
ment is not the Bop's poverty. 
Instead, it is the factthat BoPpopula- 

, tion segments for the most part are 
not integrated into the global market 

1 economy and do not benefit from it. 
They also share other characteristics: 

Addressing the m e t  needs of the 
BOP is essential to raising welfare. 
productivity, and income-to enabhng 
BOP households to find their own 
route out of poverty. Engaging the 

k i a  (including the Middle East) has by far 
the largest BOP market: 2.86 billion people 
with income of $3.47 trillion. This BOP 
market represents 83% of the region's 
population and 42% of the purchasing 
power-a significant share of Asia's rapidly 
growing consumer market. 

I h t e r n  Europe's $456 billion BOP market 
includes 254 mtllion people, 84% of t&e 
reglon's population, wlth 36% of the income. 

In Latln America the BPP market of 
$!iO8 billion inchides 360 million people, 
representing 70% of the reglon's population 
but only 28% of total household income, 
a smaller share than in othsr developing 
regions. 

Africa has a slightly smaller BOP market, 
a& $429 billion. Bnt the BOP i s  by far the 
region's domlnant consumer market, with 
11% of purchasing power. It includes 486 
million people-95% of the sutueyed 
population. 
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BOP in the formal economy must be a critical part of any 
wealth-generating and inclusive growth strategy. And elimi- 
nating BOP penalties will increase effective income for the 
BOP. Moreover, to the extent that unmet needs, informality 
traps, and BOP penalties arise from inefficient or monopolis- 
tic markets or lack of attention and investment, addressing 
these barriers may also create significant market opportuni- 
ties for businesses. 

Perhaps most important, it is the entire BOP and not just 
the very poor who constitute the low-income market-and it is 
the entire market that must be analyzed and addressed for 
private sector strategies to be effective, even if there are seg- 
ments of that market for which market-based solutions are 
not available or not sufficient. 

Characterizing BOP markets 

TOTAL A N N U A L  household income of $5 trillion a year estab- 
lishes the BOP as a potentially important global market. 
Within that market are significant regional and national vari- 
ations in size, population structure income distribution, and 
other characteristics. 

Spending patterns 

spending patterns by country, sector, and income level. This 
analysis is based on a World Bank initiative--the International 
Comparison Program-to standardize the expenditures reported 
by national household surveys into defined categories. 

BOP characterized by sector markets 

SECTOR MARKETS for the 4 billion Bop consumers range 
widely in size. Some are relatively small, such as water ($20 
billion) and information and communication technology 
(ICT) ($51 billion as measured, but probably twice that now as 
a result of rapid growth). Some are medium scale, such as 
health ($158 billion), transportation ($179 billion), housing 
($332 billion), and energy ($433 billion). And some are truly 
large, such as food ($2,895 b i l l i ~ n ) . ~  

Evidence of BOP penalties emerges in several sectors. 
Wealthier mid-market households are seven times as likely as 
BOP households to have access to piped water. Some 24 per- 
cent of BOP households lack access to electricity, while only 1 

percent of mid-market households do. Rural BOP households 
have significantly lower ICT spending and are significantly 
less likely to own a phone than rural mid-market households 
or even urban BOP households-consistent with the broad lack 
of access to ICT services in rural areas. 

ESTIMTED BOP MIRKET BY SECTOR 
$5 trillion 

P O P U L A T I O N  structure by itself is not a reliable guide to mar- I Bop market analysis 
ket composition. Accordingly, this analysis also examines BOP 

A KEY ISSUE I N  UNDERSTANDING Bopmarkets 
is informality. The International Labour 
Organization estimates that more than 70 percent 
of the workforce in developing countries operates 
in the informal or underground economy, sug- 
gesting that most BOP livelihoods come from 
self-employment or from work in enterprises 
that are not legally organized businesses. This 
informal economy is a significant fraction of the 
size of the formal economy. According to a 
detailed study by economist Friedrich 
Schneider.4 the informal economy averages 30 
percent of official GDP in Asia, 40 percent in 
Eastern Europe, and 43 percent in both Africa 
and Latin America and the Caribbean. 
Informality is a trap for the assets and the growth 
potential of micro and small businesses and 
those who work in them. 

These results together suggest that a signifi- 
cant part of BOP income comes from activities 
and sources that are only indirectly reflected in 
national economic statistics. Household surveys, 
in contrast, usually seek to capture all sources of 
income or total expenditures. Reporting of 
income may not be precise, but in this report the 

Sourw World Resources Institute THE N E X T  4 B I L L I O N  
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Basic Business S m ~ a  

FOUNDED I N  1866, and the world's largest milk company 
since the early iqoos, Nestle has improved the quality of life 
for local partners and constituents in developing countries. 
decreased malnutrition within emerging markets, and con- 
tributed to economic development in these countries around 
the world. Through its 650 agronomists and 3,000 direct buy- 
ers, it provides free technical advice and 25 million dollars of 
micro credit to over 6o01000 farmers. Nestle built its long- 
term strategy around its commitment to "health and wellness" 
whereby it supplied milk products in developing countries 

while providing training in improved milk production, crop 
and feed management, hygienic practices, and free breeding 
assistance. As evidenced in Latin America as early as the 
iqzos, local farmers embraced the education, training, and 
commitment from a well-established company who, in 
return, provided steady income, resulting in an extremely 
strong brand name. Outside research has shown that no glob- 
al company matches Nest16 in terms of the public rating of the 
company in social responsibility, in the developing world as 
well as globally. 

By launching initiatives to ameliorate poverty and nutri- 
tion concerns in emerging markets at an early point in the 

Street stallholder sells Nestlb dairy products in Cameroon. 
I 
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company's history, Nestle spearheaded a global campaign that 
most major corporations have only recently started thinking 
about. Nestle refers to this as its "Creating Shared Value 
Strategyw-creating value for society as a means to creating 
value for shareholders. This has been a key element in build- 
ing brand strength and customer loyalty. 

NestlC is today the world's largest food and beverage com- 
pany, building rapid growth on a nutrition, health and well- 
ness strategy. It is larger than its next two competitors com- 
bined and more recently, it reported sales of over $loo billion 

Milk district model: Implementation 
strategy 

H A V I N G  E M E R G E D  in the late i8oos, Nestle's original milk 
district model, developed in Switzerland, initially involved 
delivering the raw materials needed for an infant food made of 
grain and m ~ k ,  and for condensed milk.' In order to operate 
efficiently, Nestle established contracts with several farmers to 
ensure a constant supply of materials. As the demand for milk 
products increased, Nestle began opening more factories and 
worlung with more farmers. As Nestle began exploring oppor- 
tunities in emerging markets, the company faced new chal- 
lenges and was forced to develop a milk production process 
from scratch. Nestle utilized its previous work in Australia to 
develop an efficient process in Latin America which involved 
securing a milk-producing area, building new factories with lit- 
tle resources, importing appropriate equipment, and training 
local workers. As the process developed, Nestle replicated it in 
other regions inchdingAsia, Africa and the Middle East. 

In setting up a milk district, NestlC focused on negotiating 
contracts with farmers for twice-daily collection of milk, 
installing or adapting milk collection and chilling infrastruc- 
ture, coordinating appropriate transportation from collection 
centers to the district's factory, and developing a program to 
continuously improve the overall quality of milk. 
Contemplating the location of the milk district, Nestle consid- 
ered production quantity, production costs, potential income 
earned from milk production by local farmers versus earning 
from other alternatives, and competition within the area. 

Impact on poverty reduction 

NESTLE'S SUCCESS in developing milk districts was largely a 
result of its continuous presence in the various communities 
where opportunity was scarce. More specifically, Nestle 
entered areas prepared to train the locals, provide long-term 
jobs, guarantee wages, and develop a quality end-product. 
According to Nestle's technical director of global dairy opera- 
tions, "It is always the most remote area that is the poorest and 
less developed. So bringing a milk collection center to an area 
like that is a blessing for the village, and starts the whole eco- 
nomic development of the place." By identifying the regions 
with the greatest need for assistance; Nestle fostered a mutu- 
ally symbiotic relationship with partner countries. Farmers 
valued the steady income provided by the company which was 

used to increase their standard of living while NestlC valued 
the long-term commitment and steady supply of milk provid- 
ed by local farmers. 

As a result, Nestle's initiatives in developing milk districts 
were a first step towards social responsibility and poverty 
reduction. Nestle has since been distinguished for its ability to 
capitalize on its socially conscious behavior. As Michael Porter 
and Mark Kramer recogruze, "If.. .corporations were to analyze 
their prospects for social responsibility using the same frame- 
works that guide their core business choices, they would discov- 
er that CSR can be much more than a cost, a constraint, or a 
charitable deed-it can be a source of opportunity, innovation, 
and competitive advantage."' Nestle integrated its corporate 
objectives into one model that was responsive to poverty allevi- 
ation and malnutrition while simultaneously attaining its cor- 
porate strategic long-term revenue and profit goals. 

Improved standard of living 

Job Creation 
A VITAL ASPECT of hTestleYs long-term strategy involved eco- 
nomic development and job security. By the end of 2004, 
Nestle assisted nearly 500,ooo dairy farmers supplying Nestle 
factories directly. Of the sooK, 13oKfarmers were in Pakistan, 
7oKin India, 3oKin China, 12K in Morocco, 2K in Uzbekistan, 
q K  in Sri Lanka, 3.5K in Peru, and 3.5K in Panama. Mostly all 
the dairy fanners were small-scale producers of milk. More 
specifically, small-scale producers (producing less than 50 
literdday) contributed to 33 percent of Nestle's fresh milk 
supply in a given year, while large-scale producers (producing 
more than 4,000 liters/day) supplied less than 15 percent of 
the yearly milk supply. 

As consumption of dairy products increased annually, 
opportunity for farmers expanded and job security became 
less of a concern. 

Higher disposable income 
Nestle's milk districts generated higher incomes for farm- 

ers and the community at large. On average, these milk dis- 
tricts were growing by 2-5 percent annually with some of the 
districts growing as much as lo  percent. In most regons, over 
90 percent of the total cost of milk delivered at the factory was 
paid to farmers. As consumption of milk products and sales 
increased dramatically in most emerging markets, farmers 
were doubling their output and increasing their disposable 
income. For example, in China, milk sales per farmer had 
increased by 30 percent from 2002-2005; as a result, farmers 
earned on average $3oo/month; i z x  the national average farm 
income in that country. 

Nestle's business model demonstrated that providing 
ongoing cash flow to rural areas through private funding and 
sponsorship improved family living conditions, provided con- 
sistent education to children, and cultivated stronger liveli- 
hoods. Hans Joehr, Nestle's corporate head of Agriculture, 
confirmed that "normally one dollar flowing back to a rural 
area gives another three or four dollars to the local economy." 



Health and wellness 

THE M I L K  DISTRICT MODEL did not only result in higher 
income for farmers, but, the district's r igd criteria played an 
important role in  consumer health and nutrition by providing 
energy, protein, calcium, and other essential vitamins. An 
improved state of health among local residents also had a pos- 
itive impact on poverty reduction. 

Milk product consumption increased dramatically in most 
emerging markets, averaging a 2 percent increase per year. 
The increased consumption of healthier dairy products 
resulted in lower death rates and an overall improved state of 
health. 

Prospective growth and sustainability 

NESTLE'S EARLY PRESENCE in emerging markets gave it a 
first-mover advantage against its competition. Nestle created 
partnerships with local dairy producers as well as farmers, 
which prevented competition from successfully producing 
milk products in the same regions. By 2005. Nestle had sales 
of $68 billion, with 500 factories in 83 countries and 247,000 
employees around the world. 

Nestle's extensive global network provided the assurance 
of product development. Additionally, Nestle's commitment 
to education, training, and regulation guaranteed the ongoing 
quality assurance of its milk products. 

Ultimately, prospective growth and sustainability will be 
determined by the company's ability to produce rndk products 
at the same pace as products are consumed. Apotential bottle- 
neck that many districts face is the continuous availability of 
cows and fresh milk. As a result, the price of cows has started to 
increase significantly. The availability of herds in the future 
will be a direct determinant of the company's ongoing success. 

Scalability and global application 

NESTLE 'S  MANAGEMENT TEAh4 contemplates whether its 
success within the dairy industry can be adapted to other food 
systems. In the late iqoos, Nestle diversified its business into 
other ventures such as cosmetics, pharmaceuticals, bottled 
water. pet food, and ice cream. Diversification in product type 
has helped balance Nestlt's current activities and helped 

counter rising oil prices as well as unstable political and eco- 
nomic conditions. 

Long-term challenge: Water scarcity and limitations on 
food production 

A contemporary hurdle that has the potential to impede 
Nestle's success in curtailing povel-ty and advancing nutri- 
tional concerns is the growing crisis in water availability in 
many parts of the world, and the growing gap between supply 
and demand for basic commodities, including milk. 

This can be attributed to over extraction of water in agri- 
culture (though aggressive pumping) which is not being 
replaced, water pollution, wastage of water at many levels, and 
global warming. 

For this reason, Nestle has become a strong advocate for 
water preservation and proper management. It was a founding 
member of the United Nations Global Compact Water man- 
date, and has taken significant actions to reduce its own con- 
sumption of water. While increasing its food and beverage 
production in the last 9 years by 76 percent and at the same 
time reduced its water consumption by 28 percent. 

To guard against the negative impact of green gas emis- 
sions on global warming, Nestle ahs reduced its greenhouse 
gas emissions by 17 percent in the last 4 years. 

While these environmental constraints can have a limiting 
impact of food companies, Nestle has a very long term 
approach to planning and is better able than most to take pre- 
cautionary measures which cushion the impact of environ- 
mental factors. 

Nestle is also protected by negative occurrences in individ- 
ual countries due to its superior global presence. It has been 
rated number one by Barron's magazine for global strength, 
and is present in virtually every country around the world, 
with about 500 factories in over loo countries. With about 1 

billion customers daily choosing Nestle products, it is at the 
same time operating in a very competitive environment, 
where consumers can readily choose alternatives. 

The Nestle strategy of Creating Shared Value is one of the 
factors that have led to its brand strength globally, as well a 
philosophy of long term development which raises people out 
of poverty while creating a cadre of loyal supplies and con- 
sumers. clu 

Niels Christiansen is Director of Public Affairs, Nestle S.A. 
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The  Shakti Revolution 
How the woddS dmgest home-to-home operaton is changing 

dives and stimulating economic activilgr in rard India 

BY G A V l N  N E A T H  A N D  VlJAY S H A R M A  

ROJAMMA IS A SINGLE M O T H E R  withtwo daughters 
living in Kurumurthy, a small rural village 150 kilo- 
metres south west of Hyderabad in Andhra Pradesh. 
Until five years ago she scraped an existence by work- 
ing in her mother's field, earning barely enough to 
live on herself, let alone bring up two children. Then 
her life changed beyond recognition. Today she earns 
around 650 rupees (US$16) a month, is widely recog- 
nized and respected in her community, and has 
become a role model for other women wanting to 
raise themselves out of poverty. What changed was a 
visit to her village by a representative from Hindustan 
Unilever and her decision to become a Project Shakti 
entrepreneur. 

Hindustan Unilever, the Indian arm of global con- 
sumer goods company Unilever, is one of India's lead- 
ing businesses, with an annual turnover of US$2.3 bil- L 

lion and a history in India stretching back a hundred 
years. It markets suchwell-known international brands 
as Lipton, Lifebuoy, Surf; Vim and Pond's, as well as local 
brands, such as Kissan, Annapuma, Lalcme an,d Wheel. 

Unilever has always held the firm belief that the 
private sector can contribute to social development 
by creating win-win solutions to social challenges 
through innovative strategies that meet both business 
and social objectives. It was this philosophy that 
prompted Hindustan Unilever to create Project 
Shakti, a unique micro-enterprise initiative that is 
both a catalyst for rural wealth creation and a success- 
ful business operation. 

Meeting the challenge 

R O J A M M A ' S  P L I G H T  before she became a Shakti 
entrepreneur is no different from that of hundreds of 
millions of others trapped in the vicious cycle of 
povel-ty. (See Figure 1) The micro-finance revolution 
has resulted in eight million Indians receiving 
micro-credit, 95 percent of whom are women, and 
three in four recipients crossing the poverty line. 

i-Shakti provides villagers with access to computers that are housed in the homes of Shakti 
entrepreneurs. 
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While there is only enough micro-finance available to meet 
one tenth of the demand, micro-credit will only work over the 
longer term if there are scaleable and sustainable opportuni- 
ties for micro-enterprise. 

For decades Hindustan Unilever has held a leading posi- 
tion in most of the product categories in which it operates, 
with half its sales in India's 5,000 towns and the other half in 
villages with populations of z.000 or more. As the Indian 
economy opened up in the 1990s and competition increased, 
the company realized that to grow its business, it had to seek 
sales from the 550,000 villages with under 2,000 inhabitants, 
which account for 87 percent of the population. This was eas- 
ier said than done. 

The challenge of reaching these villages was immense. 
Poor or non-existent transport links made it impractical to set 
up a conventional retad distribution network and, although 
their collective purchasing power is considerable, mart vil- 
lagers are unable to afford to spend more than a few rupees on 
products. If that wasn't challenge enough, most rural d l q a f  

in India are imccersible thou$ conventional broadcast 
media and wideepread illiteracy renders press advertising 
ineffective as a communications medium. 

T h e  Shakti solution 

WHAT WAS NEED E D  was a totally new type of business model. 
Hlndustan Unilever's solution, called Project ShaMi 
("strength" in Sanskrit), was as innovatrve as it was ambitious. 
The company decided to set up a mrect-to-consumer retail 
operation by creating a network of entrepreneurs to sell its 
products door-to-door, and to produce a range of aardable  
products in small sizes to meet the needs and pockets of low- 
income consumers. These are mostly single-use sachets sell- 
ing f ~ r  a6 little EIS 50 p a m  (half a rupee) each. 

The company decided to tap into the growing numkn?r of 
women's self-help groups in India by making presentations at 
rural group gatherings, initially in Andhra Pradesh. At theee 
meetings, disadvantaged women, including Rojamma, me 

identified and invited to become Shakti entrepreneurm. 
Considerable investment is then made in training a d  ma&- 
ing these women from extremely poor backgrounds to become 
highly competent and confident business operators. 

Each Shakti entrepreneur invests US$22o in stock at the 
outset-usually borrowing from self-help groups or micro- 
finance banks-and aims to have around 500 customera, 
mainly drawn from her village and from smaller village3 m r -  
by. Most generate monthly sales of around US$225, netting a 
montbly average income of US$16. After paying a few dollars a 
month for the loan, she 1s left with about 8150 a n n d y .  With 
an average rural household income of $250. this represents a 
substantial increme for most families. For single mothma like 
Rojamma. it is a far cry from the handful of rupees she used to 
earn worlcing in her mother's field. 

Shakti Vani ('"Voicew) takes Project Shakti a stage further. 
Hmdustan Unilever trains local women to give talks to 14- 
lagers about baaic healthpradces, such ae good hygiene, dis- 
ease prevention and pre- and post-natal care, using visual 

aids to overcome widespread literacy. Over the last two years 
Shakti Vani has raised health and hygene awareness in over 
50,000 villages. 

The third Shakti component, being piloted in Andhra 
Pradesh, is an IT initiative called i-Shakti that is designed to 
meet villagers' information needs and provide both private 
and public sector organizations with communications access 
to "media dark  areas. Village "kiosks" containing internet- 
linked computers, mostly housed in the homes of Shakti 
entrepreneurs, provide free and interactive information on a 
wide range of topics, including health, agriculture, education, 
finance, employment, and entertainment. All content is 
voice-enabled so that illiterate people can use it. 

T h e  economic and social impact 

PROJECT SHAKTI has proved to be a great success for women 
in India and for Hindustan Unilever. Launched in 2000 ,  by late 
2007 some 46,000 Shakti entrepreneurs had been appointed 
and trained, covering ioo,ooo villages in 15 states and reach- 
ing over three million households in rural India. This makes it 
the world's largest sustained home-to-home retail operation. 

Already a multi-million dollar business, by 2010 it will 
represent a significant share of Hindustan Unilever's overall 

FIGURE 1: BREAKIHG THE POVERTY CYCLE 

INDIA'S POPULATION DISTRIBUTION 

Source: U n i h r  I 
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business and generate an annual combined income for Shakti 
entrepreneurs of over $25 million a year. 

While the financial benefits are easy to measure, Shakti's 
social impacts are harder to quantify. For the thousands of 
women like Rojamma who have become Shakti entrepreneurs, 
this initiative has changed their lives in ways that are much 
more profound than the income they earn selling soaps and 
shampoos. It has brought them self-esteem, a sense of 
empowerment and a place in society. 

A recent independent study showed that Shakti women are 
more confident about socializing, more likely to take lead 
roles in public activities, and enjoy higher recognition and 
social status among local people. As Rojamma herself says: 
"Today everyone knows me. I am someone now." 

Lessons learned 

S O  WHAT L E S S O N S  CAN B E  L E A R N E D ?  First1y:thatforaproj- 
ect like Shakti to be scalable and sustainable it has to be com- 
mercial and profitable. This is not a corporate social responsi- 
bility program. It is a business initiative with social benefits. 

Secondly, developing a business model like Shakti is not 
for the faint-hearted or short-sighted. It took us a long time 
and considerable refinement to get it right. This required 
unswerving senior-level commitment and considerable 
patience and persistence, not traits quoted companies are 

Unilewr distribtitor Arum Roaha~wni ;ding hmn .bsounts in her shop 
in Pepal~ahad. a villa~e in U a  PratesL 1 

always noted for. Hindustan Unilever was willing to accept 
lower rates of return in the shofi-term because it was pre- 
pared to take a long view. 

Thirdly, selecting the right person to become a Shakti 
entrepreneur was key. We learned from experience that it had 
to be someone for whom earning $16 a month fundamentally 
changed her life, rather than made life a little easier. This 
means that the majority of our entrepreneurs are women from 
families living below the poverty line. This brings its own set 
of challenges. It is difficult for women on low-incomes to visit 
the homes of those who are better off, while the caste system 
adds an extra layer of complexity. This meant teaching a lot of 
"soft" skills, such as confidence-building, as well as "hard" 
skills, such as selling and book-keeping. 

Finally, we could not have achieved what we have without 
strong support from over 300 partners, including NGOs, 
banks and both state and local government. While many rec- 
ognize the potential for economic growth through encourag- 
ing women to become entrepreneurs and are keen to partner, 
not all government departments and NGOs are yet comfort- 
able about working with the private sector, and convincing 
them sometimes proved a challenge. 

F u t u r e  plans 

H I N D U  STA N U N l L E V E R  intends to keep developing Project 
Shakti until it achieves its target of reaching ~ 0 0 , 0 0 0  vil- 
lages through ioo,ooo entrepreneurs and 600 million con- 
sumers by 2010. 

Project Shakti has the potential to make an even more 
fundamental contribution to improving the wealth and qual- 
ity of life of India's rural poor. Shakti entrepreneurs, Shakti 
Vanis and i-Shakti together represent a huge inter-connect- 
ed network and a major communications channel, opening 
up a huge flow of information and education to vast tracts of 
rural India. We are continually exploring ways in which 
Shakti can create an even bigger impact on health and 
hygiene and take both business and social development to the 
next level. We are currently talking to several potential part- 
ners, including our Lqebuoy soap brand, about creating a 
comprehensive health program to reduce the huge numbers 
of children who die every year in India from diarrheal dis- 
ease, many of whose lives could be saved through hand wash- 
ing with soap and water. 

Shakti Vani already runs an extensive hygiene education 
program with Lifebuoy to create awareness about the impor- 
tance of hand washing with soap. We are now loolung at how 
Project Shakti could link together the many development 
agencies, health ministries, pharmaceutical companies and 
technical experts that deliver curative as well as preventative 
programs to tackle this dreadful disease. With the ambitious 
goal of "no child dyingfrom diarrhea in a Shakti village," we 
hope to co-create a partnership model that demonstrates 
what can be achieved if all actors in society apply their skills 
and capabilities to a task that is clearly defined and poten- 
tially achievable. 
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Show strepreneur Rojannna (rlpM) has used hsr Income to edilcsu 
her daughh, giving them thr chance in life she dldn't have. 

Future challenges 

N O W  T H A T  T H E  SHAKTI N E T W O R K  is well-established, it can 
be opened up to other stakeholders, including government 
agencies and other private sector firms. The partnerships we 
have developed so far to build the network have worked on the 
basis of mutual trust and mutual benefit. The real testwill come 
when the network is used by many more organizations and we 
have no illusions about how challenging this will prove. 

It will mean public sector partners having to recognize that 
companies involved in social development work also need to 
meet business objectives and make profits if their participa- 
tion is to be sustainable and scalable. Similarly, private sector 
partners will have to appreciate that government bodies have 
strong political constituencies to answer to, as well as social 
development objectives. 

Whatever the primary purpose and objectives of each part- 
ner, whether developmental or commercial, creating conver- 
gence between different activities is the key to progress. A big 
part of the solution to development lies in working together 
and using infrastmcture, whether developed by the public or 
private sector, for the benefit of all. 

Conclusion 

W H I L E  U N I L E V E R  IS I N T E N T  on building its sales and mar- 
ket share in rural India, it is equally committed to improving 
the lives and livelihoods of people in India. What this project 
has shown is that so much more can be achieved by looking at 
social and commercial challenges through the same lens, 
rather than seeing them as distinct and and separate activities. 

Project Shakti's role in creating incomes for rural women 
and helping to empower them is more important than sales 
alone. The health of our business is inextricably linked with the 
health of society. In the end it is in all our interests; whatever 
our motives, for people to have access to a better quality of life 
and more opportunities for personal development. For 
Rojamma it has not only transformed her standard of living and 
sense of self-worth, it has also allowed her to educate her 
daughters, p i n g  them the chance in life she didn't have. & 

Gavin Neath is Senior Vice-President, Corporate Responsibility, 

Unilever. 

Vijay Sharma is the former head of Shakti, Hindustan Unilever. 

For more details about Project Shakti please contact Manu Sood 
at Hindustan Unilever in India on 00 91  9999 021777 or at: 
rnanu.sood@unilever.com 
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Social Issue-Oriented BOP 
Business and Japanese Companies 

Case Stzldy: Smitomo Chemicar~ Olyset Nets 
InstiIZing the "Smitomo Spirit" 

BY MAR1 KOGISO, M I A  MATSUO 
AND TOKUTARO HIRAMOTO 

T H E  S U M I T O M O  CROUP requires all of its member compa- 
nies and business operations to work under a business man- 
agement philosophy called the "Sumitomo Spirit," which aims 
to generate profits not only for the company, but also for soci- 
ety. One of Sumitomo Chemical Co., Ltd.'s businesses 
involves the production of insecticide-treated mosquito nets. 

A child studies under a mosquito net in his home. 

All employees-from the management and technical staff to 
those at Group companies-have lobbied international aid 
organizations in promotion of the Olyset Nets project, con- 
vinced that the mosquito net could become an indispensable 
tool in the prevention of malaria outbreaks. 

From 1993 to 2001, the staff of Sumitomo and its Group 
companies worked tirelessly through trial and error to devel- 
op the modern Olyset Nets, which are certified by the World 
Health Organization (WHO) as Long-Lasting Insecticidal Nets 



(LLIN). The prototype insect-resistant net was originally 
developed to prevent insects from penetrating the manufac- 
turing processes at factories. Since the nets needed to be 
durable for use in factory environments, polyethylene was 
used instead of polyester, malung the original nets high qual- 
ity but very costly to produce. Initially, demand for the prod- 
uct was not strong, so Sumitomo developed a technology to 
treat the polyethylene resins used on the netting material with 
an insect-expelling agent, eventually leading to the develop- 
ment of the current Olyset Nets. 

Despite this, the Olyset Net business did not generate the 
intended results in terms of profitability, and efforts made by 
the marketing staff at Group companies in Africa gave disap- 
pointing results, as only small numbers of the product were 
sold. Despite this initial setback, Sumitomo continued to pro- 
mote the business, convinced that it would become successful 
at some point in the future. This situation continued until the 
product was officially certified in 7001 by the \9rHO as having 

long-lasting insecticidal effects, whlch contributed to the 
present success of the product. 

T h e  development of Olyset Nets- 
designing the  optimal approach for 
users with critical needs 

T H E  SUCCESS O F  T H E  OLYSET Y E T  business is due mostly to 
the nets' high quality and easy-to-handle form, especially 
among households with small children in developing coun- 
tries. The creation of the product would not have been possi- 
ble without the long term support from the company's corpo- 
rate philosophy, which enables it to allocate a fixed ratio of its 
sales profits on investments in research and development. 

Sumitomo's Olyset Net turned out to be a product capable of 
solving the problems associated with conventional mosquito 
nets since the insecticidal efficacy of the chemical agents 

TECHNOLOGY SALES 
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Establishing joint ventures with 
I fully introduce the relkvant technology into the-manufactur- 

ing company is vital, even if it entails additional costs. In  the 
local companies with support from , Base of the Pyramid (BOP) market, a business is required to 

applied to polyethylene resins in the net was guaranteed to last 7 involves less transfer costs on the side of the party that is 
five years, and the insecticidal properties were also unaffected doing the transfer, but it is quite difficult to fully transfer its 

governmental organizations: 
Quality control and the introduction 
of technolozv 

by washing. Furthermore, the use of polyethylene makes the 
mesh of the net resistant to stretchingand tearing. With a large- 

develop not only potential consumers but also potential pro- 
ducers when undertaking this kind of BOP business. 

quality control know-how in the manufacturingprocess to the 
recipient company. For example, at Olyset Nets, if a hole is left 

" +' 

S U M I T O M O ' S  OLYSET N E T  venture has been supported by a 
T h e  Olyset Ne t  business and 

business environment where a private-sector company can 1 socially-oriented BOP business 

sized mesh, the net breathes well, a characteristic suitable for in a mosquito net due to an error in the sewing, mosquitoes 
houses built in tropical areas prone to malarial outbreaks. can penetrate the net. In view of these kinds of potential risks, 1 educating and training local workers sufficiently in order to 

receive financial support from government organizations 
when launching new business in developing countries. The 
Olyset Net business represents a successful case of collabora- 
tion between the public sector-the party in charge of sup- 
porting fund-raising, and the private sector-the party in 
charge of the project's actual business operations. Such col- 
laborations have allowed Sumitomo to succeed in fostering 
local companies which can potentially take charge of the man- 
ufacturing process within the BOP market. 

Sumitomo licensed its own manufacturing expertise for 
Olyset Nets to a local company, Ato ZTextile Mills Ltd. (Ato Z) 
in Tanzania at no charge, which led to the start of local produc- 
tion. According to the WHO, annual demand for LLIN 
amounts to 60 million to 80 million nets. To meet this 
demand, Sumitomo arranged loans for US$5.8 million from 
the Japan Bank for International Cooperation (JBIC) to 
finance the initial for a joint venture, Vector Health 
International Ltd. (VHI), withA to Z. VHI initiated production 
in January 2007 with an annual output capacity of 4 million 
nets, and the company plans to double annual production to 8 
million nets in the future. Sumitomo has emphasized its com- 
mitment to completely infusing its technology into VHI. 

This manufacturing process is labor-intensive, contribut- 
ing to local employment with a total of 1,200 workers. 
Sumitomo does not intend to secure profits by collecting 
licensing fees for this technology, but gives priority to 
expanding local production by providing education and train- 
ing to local production staff. In order to help local staff 
acquire know-how about Olyset Nets, Sumitomo has sent its 
own engneers to Tanzania. At the factory, the Japanese engi- 
neers are educating local emplqyees in production manage- 
ment, quality control, and worker safety. This investment in 
employee education is a huge effort, particularly because 
Sumitomo had to begin the business from scratch, a situation 
radically different from cases where factories are built in 
areas where companies can take charge of the manufacturing 
processes which already exist. 

Sumitomo decided that it was important to dispatch its 
engineers to the Tanzanian company and to train local work- 
ers in production technology, control of the manufacturing 
process, and quality control. Technological transfer usually 

OLYSET N E T S  T E C H N O L O G Y  has directly contributed to the 
prevention of malaria in developing countries, and profits 
earned through the business have been re- invested into a plan 
to expand local production bases, while technological intro- 
duction has been instrumental in boosting local production 
capacity. This has all led to increased employment. In addi- 
tion, Sumitomo Chemical and the Sumitomo Group have used 
a part of the profits from the Olyset Nets business to finance 
the establishment of elementary schools in local areas. These 
activities are capable of nurturing potential producers and 
consumers on a long-term basis. 

Social BOP and Japanese business 
customs are compatible 

AS THE S U M  I T 0  MO E X P E R I E N C E  demonstrates, Japanese 
companies are in a good position to engage in "social issue- 
oriented BOP business" (social BOP), which is the ability of 
business to contribute to solving poverty and other social 
issues in a gradual manner by offering products and services 
to BOP households, urhile maintaining respect for their values. 

Japanese companies possess three major characteristics 
inherently suited to this type of social BOP business: 

the ability to conduct long-term corporate management, 
the ability to make continuing and long-term investments 
in research and development, and 
the ability to receive support from governmental organiza- 
tions and agencies. 
Long-term corporate management is closely associated with 

Japanese business culture and the nature of Japanese stock and 
financial markets, which still allow Japanese companies to con- 
duct business with a long-term view. Although the number of 
shareholders who are vocal about their opinions has increased 
in Japan and shareholder demands have become more trans- 
parent, the relative number of shareholders focused primarily 
on pursuing short-term profit is still lower than in the United 
States and Europe, making it easier for corporate managers to 
conduct business with a long-term vision. Under the leadership 
of managers with long-term views and prospects, Japanese 
companies are able to engage in social BOP business, working to 



resolve immediate social issues while time seeking to reap prof- 
its from their efforts in the future. 

The ability to make continuing investments in research and 
development reflects the inclination of Japanese companies to 
maintain funding for technological investments, even in diffi- 
cult business climates. The ratio of research-related spending 
in Japan in terms of its gross domestic product (GDP) has been 
the highest among major industrial countries since the late 
1980s. (White Paper on Science and Technology, 2007). Research- 
related spending by the private sector accounts for about 80 
percent of all such spending in Japan, which is higher than the 
ratio of this area of private-sector spending in other developed 
countries, suggesting that Japanese businesses are inclined to 
continue to invest in research and development activities even 
under difficult business conditions. 

Japanese companies can receive financial support from 
governmental organizations when launching new businesses 
in developing countries-making it possible for companies to 
use funds in a manner that suits the business terms of each 
project. Such financial support is often through overseas 
investment loans by the Japan Bank for International 
Cooperation, whose lendingscheme enables Japanese compa- 
nies with an eye on investing in new businesses overseas to 
utilize low-interest loans on a long-term basis. It also allows 
them to utilize funds for investment in social BOP business 
projects that are expected to take a significant period of time 
to bear profit, since it is relatively easy for them to overcome 
the initial difficulty of raising funds for such businesses. 

Challenges to companies engaged in 
BOP business 

I N  O R D E R  T O  R E A L I Z E  continued success in social Bop busi- 
ness, Japanese companies need to address two major issues. 
The first challenge is the need to strengthen their networks 
with international organizations, nonprofit organizations 
(NPOs) , and nongovernmental organizations (NGOs) . As a 
rule, Japanese companies' networks with international organ- 
izations, NPOs, and NGOs are not strong. Companies need to 
reinforce their networks with these organizations in order to 
promote social BOP. In  the case of Sumitomo, its Olyset Nets 
business in Tanzania is being efficiently implemented as a 
result of the company's deepening networks with an interna- 
tional organization. Sumitomo has also recognized that an 
important challenge for the company in further expanding its 
business is to increase its contact with customers, and natu- 
rally it is considering how to best reinforce networks with 
international organizations, NPOs, and NGOs. 

Japanese companies also need middle managers to widen 
their management perspective through better in-house coop- 
eration and avoiding organizational sectionalism. Managers 
should deepen their understanding about relations between 
relevant divisions from the viewpoint of corporate manage- 
ment. For example, when a company tries to form a partner- 
ship with an NGO, its department in charge of corporate social 
responsibility (CSR) becomes the party most likely to negoti- 

Sumitomo Chemical Olyset Net 

ate, but when the company tries to resolve social issues or 
problems related to its business, it generally turns to employ- 
ees working at an in-house research division who are believed 
to be knowledgeable about the issue. In Sumitomo's case, a 
strong commitment to inter-divisional cooperation within 
the company helped to make CSR activities more palatable, 
and other activities such as the establishment of a local school 
went forward as part of its BOP business. 

By addressing these types of challenges, Japanese business- 
es will be able to engage in social BOP business smoothly and 
effectively, making it possible for them to resolve important 
social issues and also to reap the many rewards in the BOP mar- 
ket in the future. Now, some other Japanese companies, like 
YaMt Honsha and Yamaha Motor, are also expanding their 
businesses into the BOP markets, and it is expected that still 
others in the various industries will follow these trends. A 

Mari Kogiso is Tokyo Representative of MIGA, World Bank Group. 

Mia Matsuo and Tokutaro Hiramoto are with the Social Innovation 

Foresight Team, Nomura Research Institute, Ltd. Tokyo. 
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Lighting Africa 
Lighting lives and livelihoods 
through market transformation 

BY KATlA THERIAULT, LINDSAY MADEIRA 
AND PATRICK AVATO 

T h e  problem 

V I E W E D  FROM S P A C E ,  Africa emerges as looming in an 
impenetrable shadow, the portrait of a continent cast in dark- 
ness. NASA's satellite image reveals the sheer magnitude of a 
problem that affects an estimated 1.6 billion people, repre- 
senting 1/3 of the global population. The problem is particular- 
ly acute inAfrica, where more than 90 percent of the rural pop- 
ulation and 74 percent of the total population live outside grid 
connectivity. Consequently, the 500 million "energy poor" are 
reliant on traditional forms of energy to meet their lighting 
needs, dominated by fuel-based sources such as kerosene. a 

costly and inefficient alternative that consumes 10-15 percent 
of annual household income. For the poorest families, the sig- 
nificantly high expenditures on kerosene for meeting their 
lighting needs affects their ability to pay for other day-to-day 
necessities, such as children's education, family health care 
and nutrition, etc. Exacerbating this problem, fuel-based 
lighting also produces greenhouse gases (GHGs), leads to 
increased indoor air pollution and associated health risks, 
inhibits productivity and jeopardizes human safety. 

T h e  opportunity 

I A F R I C A N  P E O P L E  can neither afford to wait for electrification 
access rates to rise to the level of other world regions nor con- 
tinue relying on ex~ensive, inefficient. and unsafe fuel-based 

d 
Students using LED lighting at home in Accra. Ghana. 



Family utinp LED lighting. I 

products to meet their lighting needs. Fortunately, new evi- 
dence suggests that solving Africa's lighting issues may be 
more achievable than ever before, largely the result of recent 
advances in modern lighting technologies, such as improved, 
efficient products like CFLs (compact fluorescent lamps) and 
LEDs (light-emitting diodes), coupled with new findings 
revealing that Africans may be willing and able to pay as much 
for modern lighting technologies as they are already paying 
for kerosene and other inefficient sources. At the same time, 
an increased focus by international donors on promoting 
energy access in Africa, for example through the World Bank 
and the International Finance Corporation (1FC)'s Clean 
Energy and Investment Framework and the Africa Energy 
Action Plan, provided an  opportunity to develop innovative 
and clean energy solutions for off-grid populations of Africa. 

Recognizing the opportunity at hand. supported by grow- 
ing interest from the international lighting industry looking 
to move into new growth markets, The LlghtingAfica program 
was conceived in 2007. Opting for a market-based approach, 
Ltghting Afnca was designed to support the private sector 
innovate and deliver off-grid lighting products and solutions 
to Africa, in turn aiming to accelerate access to non-fossil 
fuel-based, low cost, safe, clean and reliable off-grid lighting 
products with associated basic energy servicesl with the ambi- 
tious goal of reaching as many as 250 million people in Sub- 
Saharan Africa by the year 2030. 

Engaging global and local private sector 

T H E  PROSPECT of increased revenues through the African 
off-grid lighting market, the potential of substantive social 
and environmental impact i n  Africa, and hghting Afnca's 
commitment to support the industry in growing this new mar- 
ket area, continue to persuade global and local entrepreneurs 
to follow its lead. But surely, one is entitled to ask whether 
those 1.6 billion people lacking access to lighting really repre- 
sent a promising market? The argument is exceedingly con- 

vincing: at a time when oil was $~o/barrel ,  
research indicated that approximately US$38 
billiodyr was spent globally on lighting, $17 
billion of which was spent in Africa alone, in 
a commercially viable, functioning market. 
For African entrepreneurs, this represents a 
much welcomed new opportunity to increase 
wealth and, concurrently, improve standards 
of living. It also means new partnerships with 
stakeholders across the global lighting 
industry supply chain, and for many African 
business developers, a first chance to step 
into the international business arena, and at 
the same time, foster economic development 
in their own continent. 

But despite the promise of this unique 
opportunity, global and local entrepreneurs 
who are interested in this market find them- 
selves ensnared by the inevitable hurdles and 
perceived uncertainties that accompany the 

development of a market as undiscovered and undefined as this 
one. The barriers they have identified are many, including a lack 
of information about consumer needs, product preferences, and 
affordability or willingness to pay; the first cost barriers associ- 
ated with new product development and market entry; policy 
impediments such as kerosene subsidization and tariffs on 
imported products (such as CFLs and LEDs); absence of institu- 
tional mechanisms which would facilitate the identification of 
suitable partners for product sale and delivery; product stan- 
dards and quality assurance; and legal concerns like protecting 
intellectual property rights. To help solve these and other issues, 
L e n g  Afnca has started worlang with global lighting compa- 
nies, local private sector service providers and distributors, 
NGOs, and the domestic financing industry (including micro 
h n c e  organizations) to develop appropriate and viable busi- 
ness models for delivenng modern, clean and safe non-fuel 
based off-grid lighting solutions. The project focuses predomi- 
nantly on reducing market entry costs, providing information 
about African markets and consumers, and developing an 
enablmg institutional and regulatory framework. 

LightingAfnca's commitment to support the private sector 
is carried out through various initiatives, including: 

Market research 
L~ght~ng Africa is helping entrepreneurs gain a better 

understanding of the African consumer, p r o v i a  answers to 
questions like, 'What does the Africanmarket looklike? What 
kinds of products do African's want? What technologies do 
they prefer? What are they currently spendmg on lighting? 
How do products get from manufacturer to market successful- 
ly? What modes of communication reach the African con- 
sumer most effectively and how might one market a new prod- 
uct in a way that attracts consumer attention?" To answer 
these and many other questione. Lighting AFzcQ is sen- 
teams of researchers to conduct surveys in households and 
small businesses beginning in  five countries- Tanzania, 
Zambia, Ethiopia, Kenya, and Ghana- to gather critical insid- 
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er information to share with the industry. This component of 
the project will determine the key parameters essential to an 
effective market transformation. 

Business to business web portal 
Aimed at exposing the African off-grid market opportuni- 

ty to the global industry, facilitating the exchange of market 
and consumer knowledge and information, and promoting 
business partnerships between global and local actors of the 
African off-grid lighting supply chain, Lighting Afnca has 
developed an interactive business to business web portal. 
Navigating through one of its most popular features-a 
dynamic business opportunities forum which allows entre- 
preneurs to post and receive business leads-the Lighting 
Africa Web Portal has become a Mecca of online social net- 
working activity, which has so far attracted over izoo entre- 
preneurs, investors, and other stakeholders interested in 
pursuing new investments and establishing partnerships 
across the supply chain to deliver their products and services. 

The Development Marketplace Grant Competition 
The Development Marketplace Grant competition is a 

competitive grant program which plans to award up to 
$2oo,ooo each to about 15 to 20 finalists for presenting the 
most innovative and viable ideas for designing, developing, 
and delivering modern off-grid lighting products and servic- 
es to Sub-SaharanAfrica. Based on the premise that a sustain- 
able market is one that grows the local economy, the competi- 
tion required that each project team include a partner organ- 
ization based and operating in Africa. 400 proposals from 54 
countries, including 38 African countries, were received in 
the first round, creating an extremely competitive applicant 
pool. Of the 54 finalists in the current second stage of the 
competition, about 15 to 20 winners (of the grants) will be 
selected and announced after final proposals have been pre- 
sented to an international panel of jurors during the Lighting 
Afnca 2008 Global Business Conference, to be held May 6-8, 
2008 inAccra Ghana. 

First Global Business Conference and Development 
Market Place Competition for Off-grid Lighting i n  Africa: 
Lighting Africa 2008 

Bringing together global players from the lighting industry, 
international and domestic financial institutions, private 
developers, government agencies, non-governmental organi- 
zations, and international and bilateral development agencies, 
this event is, unequivocally, a defining moment for all who are 
interested in shaping the off-grid lighting market in Africa. 
The first of its kind, LightingAfnca 2008 will give participants 
the unique opportunity to connect with global entrepreneurs 
from around the world, gain key insights and exchange knowl- 
edge, view the latest technological innovations, and meet the 
people whose lives will be transformed by their efforts. 

Quality assurance 
To shield African consumers from poor-performing light- 

ing products and avoid market spoilage for the industry, 

Lighting Africa is conducting a wide range of activities to 
enhance consumer awareness and boost confidence in new 
lightingproducts and services. These activities range from the 
testing of solar lanterns in the market against existing quality 
standards, to the development of specifications for LED- 
based lanterns and to the development of a product quality 
assurance strategy, in collaboration with the industry. 

Mainstreaming carbon finance benefits 
Fuel-based lightingproduces carbon dioxide, a major con- 

tributor to GHG emissions. For instance, a kerosene lantern 
used for 4 hours per day is estimated to release more than loo 
kg of carbon dioxide into the atmosphere over the course of a 
year. With the objective of reducing GHG emissions and, at 
the same time, enhancing the financial viability of modern 
off-grid lightingprojects (e.g, by offsetting the relatively high 
first costs) which substitute fuel-based lighting, Lighting 
Africa is helping develop both project- and program-based 
methodologies for the Clean Development Mechanism (CDM) 
and voluntary carbon markets. 

Expected outcomes for Africans 

IT IS EASY TO FORGET the considerable impact modern light- 
ing has in our lives; many may even wonder how lighting relates 
to social, environmental and economic development. In fact, 
modern lighting services change how we live in more ways than 
one, allowingus to expand productive time, improve living and 
working conditions, and enhance safety and security. Similarly, 
modern off-grid lighting can improve lifestyle and create new 
opportunities for Africa's poor, for example: 

Extending the working day for small and medium enter- 
prises (SMEs), thus increasing production, expanding 
income opportunities, improving working conditions, and 
increasing customers. 

L I G H T I N G  AFRICA 
c o n t i n u e d  o n  p a g e  3 3  
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Developing the Local Supply Chain 
for the Contract of the Century 

BY I B R A H I M  ISMAYILOV,  
S A M l R  TAGHIYEV,  OLGA GODUNOVA 
A N D  F A R Z I N  M l R M O T A H A R l  

Background 

IN 1994 THE MULTINATIONAL energy company BP, together 
with a group of other oil companies, signed a production shar- 
ing agreement with the government of Azerbaijan to develop 
the country's oil and gas wealth. This agreement was officially 
called the Azeri-Chirag-Guneshli (ACG) oil development and 
Baku-Tblisi-Ceyhan (BTC) oil pipeline projects, but was 

widely referred to as the "Contract of the Century." It offered 
herbaijan,  an independent country following the collapse of 
the Soviet Union in 1991, the opportunity to use its natural 
resources to improve the lives of its people and ameliorate 
widespread poverty. The International Finance Corporation 
(IFC) was one of the leading financiers of this project. 

During the late 1980s and early 1990s. Azerbaijan had 
endured the collapse of the Soviet Union, economic disinte- 
gration, and a devastating war with neighboring Armenia. The 
scale of economic collapse was severe even by Soviet standards: 
In 1995 GDP was only 47 percent of its 1990 pre-independ- 
ence level. Unemployment was endemic: out of a total popula- 

BP mamiwed ~ w a c h n l  terminal in LII. ~ r b r i j a n ,  M me oi h e  l l l ~ s  most M-~~CI tminimg ce- for me  ling oi robots which do soma I 
of the manual hbar on oil drilling rigs. 
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tion of 8 million, about one million Azerbaijanis were refugees 
and internally displaced persons who had fled the areas occu- 
pied by Armenian forces and another 2 million Azerbaijanis 
had left the country, mainly for Russia to find work. 

All this could change with the "Contract of the Century." It 
could not only provide massive oil revenues for the 
Azerbaijani government, but also offer an opportunity for a 
large part of the Azerbaijani private sector to rebuild itself by 
working with BP and other major oil and gas service compa- 
nies. But to do this Azerbaijani companies would have to com- 
pete with international firms for contracts which demanded 
international quality levels. For most local companies, this 
seemed an almost insurmountable obstacle. 

T h e  Enterprise Centre 

T O  ADDRESS T H I S  C R U C I A L  ISSUE.  in2002 BP launched the 
Baku Enterprise Centre (EC) as a one-stop shop where localsup- 
pliers could obtain information, training and other forms of 
technical assistance, in order to bid for and win supply contracts 
with BP and other large companies inAzerbaijan. IFC, as the lead 
financier of the ACG-BTC Project hired a Small and Medium- 
sized Enterprise Linkages Co-ordinatorwho was based in the EC 
in order to co-ordinate BP and IFC support for SMEs. Various 
types of training and mentoring services in technology, tenders 
and bidding, basic business disciplines and other fields were 
launched and continue to be provided at the EC. 

The Centre also built a comprehensive supplier database to 
help link local firms with foreign companies in need of a ven- 
dor. To this day an electronic job board lets companies know 
in a timely, efficient way about potential opportunities. In 
addition, the EC sponsors a variety of fee-based courses to 
enhance general economic opportunities for entrepreneurs, 
and to improve the chances that small local businesses will 
win contracts on which they bid. 

The EC also encourages international contractors to invest 
in training and infrastructure and to source materials and 
services locally, and provides a forum/collaboration facility 
for various NGOs, international financial institutions and 
development agencies that contribute to business develop- 
ment in Azerbaijan. 

In another joint project between IFC and BP, the 
Azerbai,jan Bank Training Center (ABTC) was contracted to 
deliver small business courses in local languages using a fee- 
based system. The goal was to build up the local small business 
services sector, create a market for such services, and improve 
the skills of the local consultants providing them. Post-proj- 
ect, ABTC continues to provide training and consulting serv- 
ices to local companies in Azerbaijan in a commercially sus- 
tainable way. 

In June 2007. BP and its co-venturers in the oil and gas 
projects in Azerbaijan also launched the Enterprise 
Development and Training Program (EDTP)-a new three- 
year multi-million initiative in support of local business 
development. The program is part of BP's efforts to continue 
to increase the local content share of their total contracts in 
Azerbaijan, and is financed through the oil and gas co-ventur- 

ers Regional Development Initiative and coordinated by the 
Enterprise Center. 

T h e  need for access to finance 

DESPITE THE SUCCESS O F  BP'S local enterprise develop- 
ment efforts, it became apparent early on that the technical 
and business support and trainingwere insufficient by them- 
selves. Without access to affordable finance, local enterprises 
would find it very difficult to compete with international com- 
panies for the contracts offered by the BP's oil and gas proj- 
ects. Most local SME suppliers required new technology and 
equipment to achieve the quality of service required by BP. 
Financing from local banks was not available, as they required 
collateral equal to loo percent- 150 percent of the loan amount 
and the terms were inflexible. 

BP and IFC began to consider a proposal to develop the 
financing to improve access to finance for local SME suppli- 
ers. Out of these discussions came the concept of the Supplier 
Finance Facility (SFF) pilot project, to be developed jointly by 
IFC and BP, and implemented through a local bank in  
Azerbaijan. The parties agreed to start a pilot project with the 
objective to test the viability of supplier finance, to gain expe- 
rience and identify key lessons. 

In June 2006, IFC and BP launched a $316,000 pilot 
Supplier Finance Facility (SFF) involving the Microfinance 
Bank of Azerbaijan, providing medium-term funding for 
working capital and capital expenditures to small and medium 
oil services suppliers to BP and its partners in Azerbaijan. 
Suppliers were able to use their contracts with BP as collater- . . 

al, thereby reducing the need for using fixed assets and cash 
(which in many cases were not available). In late 2006, the 
pilotwas expanded to a $15 million investment project involv- 
ing the three parties. So far, applications from eight suppliers 
in a number of industry sectors have been evaluated - from 
transportation services to printing, engineering and waste 
management. Two applications have been approved and a 
substantial increase in credit applications and disbursements 
is expected in 2008, according to IFC estimates. 

Positive results to date 

I N  2 0 0 7 .  BP and its co-venturers spent approximately $111 
million on procurement from local SMEs, increasing dramat- 
ically from a baseline of $13 million in 2002. During 2006 the 
company worked with 393 SMEs. From 2003-2006,1606 new 
business contracts, worth $249 million, were awarded to local 
SMEs. During this same period, 562 SMEs received training 
on the contract tenderingprocess, quality control, and health, 
safety and environment (HSE) standards. 

Case study: Debet  

AN EXAMPLE O F  A  LOCAL COMPANY which benefited from 
the EC and SFF was Debet. Founded in 1997, the company 
manufactures and supplies quality safety gloves, helmets. 
work wear, corporate clothing and promotional wear for BP 
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and numerous other companies in Azerbaijan. Currently 
Debet Uniform employs 117 people. 

The development of Debet Uniform was possible through 
the supplier development project launched in 2004 and 
implemented in partnership with German Technical 
Cooperation (GTL), the Enterprise Centre, and IFC. GTZ was 
contracted specifically to provide an experienced specialist-a 
mentor-that could provide the technical and business training 
and advisory services that were needed. Agap analysis of Debet 
was conducted which showed where the key areas that needed 
improvement were. Since 2006 this project has been funded 
by BP's Regional Development Initiative (RDI), a long term 
socio-economic development program funded by BP and its 
co-venturers in major oil and gas projects in  Azerbaijan. 

In 1007. BP awarded a $6 million, 3-year contract to Debet 
Uniform Ltd for the supply of personal protective equipment 
in Azerbaijan and Georgia. A key condition for Debet to be 
able to fulfil this contract was to obtain mediudlong-term 
financing. Debet Uniform received a loan from the Suppliers 
Finance Facility, using its contract with BP as collateral, and 
with a term of 3 years, equal to the term of the BP supply con- 
tract. Debet's work, which was previously performed by a for- 
eign firm, was an example and signal to the market place that 
with proper supp01-t and assistance, local companies could 
compete and win in the international market place! 

Due to rapidly increasing oil exports and the high oil price, 
Azerbaijan's economy grew at an amazing rate of 34 percent in 
2007. BP and IFC's assistance will help ensure than small 
businesses can also participate, develop and benefit from this 
growth. 

lbrahim lsmayilov is BP Manager of the Regional Development 

Initiative (RDI) i n  Azerbaijan. 

Samir Taghiyev is B P  Manager of the Enterprise Centre i n  Azerbaijan. 

Olga Godunova is  Operations Officer of PEP-CEU i n  Baku, Azerbaijan. 

Farzin Mirmotahari is Operations Officer of the Global Linkages Unit 

for Azerbaijan at  the lnternational Finance Corporation. 

T H E  N E X T  4 B I L L I O N  
c o n t i n u e d  f r o m  p a g e  9 

income data are buttressed by detailed, standardized expen- 
diture data in a substantial subset of countries. 

A new way of thinking about poverty 
reduction 

THE BOP M A R K E T  ANALYSIS in this study is intended to help 
businesses and governments think more creatively about new 
products and services that meet BOP needs and about opportu- 
nities for market-based solutions to achieve them. For busi- 
nesses, characterizing the market in empirical terms is an 
important first step toward identifyxng business opportunities, 
considering business models, developing products, and 
expanding investment in BOP markets. Put simply, whde an 
analysis of the depth of poverty does not generate private sector 
enthusiasm for investment, an analysis of BOP market size and 
willingness to pay might-and is thus a critical step toward mar- 
ket-based solutions. For governments, such an analysis can help 
focus attention on reforms needed in the operating and regula- 
tory environment to allow a larger role for the private sector. 

The market-based approach to poverty reduction and empir- 
ical market data described in this report are equally important 
for the development community. They can help frame the debate 
on poverty reduction more in tenns of enabling opportunity and 
less in terms of aid. A successful market-based approach would 
bring significant new private sector resources into play, dowing 
development assistance to be more sharply targeted to the seg- 
ments and sectors for which no viable market solutions can 
presently be found. Market-based approaches and smart devel- 
opment policies are synergistic strategies. 

Perhaps most important, a market-oriented approach rec- 
ognizes that only sustainable solutions can scale to meet the 
needs of 4 billion people. r& 

Allen L. Harnmond is  Vice President for Innovation and Special 

Projects at the World Resources Institute. 

The Next Four Billion: Market Size and Business Strategy at the 
Base of the Pyramid is an International Finance Corporation/ 
World Resources Institute joint publication. Visit www.nextbillion.net. 
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Patrimonio Hoy 
Low-income hoasing that improves quality of l$e 

BY ISRAEL MORENO BARCELO 

CEMEX is a growing global building materials company that 
provides high-quality products and reliable services to cus- 
tomers and communities across the world. Founded in Mexico 
in 1906, CEMEX now operates in more than 50 countries and 
maintains trade relationships with more than loo nations. 

T h e  challenge 

A D E Q U A T E  H O U S I N G  is a basic human right enshrined in the 
Universal Declaration of Human Rights. Yet, like many other 

human rights, not everyone has experienced it. Mexico faces a 
severe housing shortage that affects the daily lives of more 
than 20 million people. Many low-income families devote 
their free time to building their homes. These homes are typ- 
ically very basic, and construction is slow and inefficient. 

T h e  opportunity 

T H E  LOW I N C O M E  segment has traditionally been a great 
cement consumer: it consumes 30-40 percent of bagged 
cement produced in the country. However, high market frag- 
mentation and dispersion, as well as the small size of purchase 



transaction, make serving this segment both 
complicated and costly. Additionally, it is diffi- 
cult to create substantial brand differentiators 
that may be kept up over time. 

In  1998, CEMEX decided to invest in 
research which made it possible to better 
understand the segment's behavior and find 
out if it was possible to design value offers that 
would contribute significantly to a better qual- 
ity of life for low income communities through 
better housing conditions. 

Social research design 

A N  I N T E R D I S C I P L I N A R Y  TEAM wasputtogeth- 
er in order to achieve a wider scale in the identi- 
fication and analysis of the critical aspects of the 
construction and social patterns of low income 
communities. Its primary objective was to 
increase knowledge related to these practices, 
their reason for existing and their consequences. 
The team was given an explicit instruction to 
conduct an impartial observation process of 
community mechanisms and practices, refrain- 
ing from making judgments related to what is 
usually expected from the cement business. 

Pilot selection 

THE EARLY O B J E C T I V E  was to develop a vision 
of the performance of the segment which would 
be representative of low-income communities 
in Mexico. An area situated in the northeast 
section of the city of Guadalajara named Mesa 
Colorada was selected for this purpose. The 
main reason was that both cultural features and 
construction practices could be found in a large 
area of the country's western and central zones, 
as these comprise some of the major Mexican 
urban centers. It was also important to consid- 
er that the northern region of the country has 
traditionally included more dynamic commu- 
nities in  economic terms. Conversely, the 
southern regions of Mexico have traditionally 
shown weaker macro-economic indicators. 

Furthermore, the size of the community 
under study was a highly significant factor. At 
that time, the population of Mesa Colorada was 
90,000 habitants, which provided an ample 
scope for surveys and community consultations. 

Initial access 

C O M M U N I T Y  VISITS  started by seeking direct 
contact with families. Team members went 
door to door, introducing themselves as 
CEMEX representatives with an interest in 
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learning about the problems families faced 
when trying to go forward in the expansion of 
their dwellings. Families living in partially built 
houses were chosen. 

Initial conversations were short but always 
pleasant. Families were asked if they were willing 
to go further with their building plans in the near 
future. The team faced several barriers such as 
the fact that the company was somehow unknown 
to the community. as well as that it was not sim- 
ple to conduct the interviews with housewives- 
who were usually the ones available at home- 
given that some of the team members were men. 

The team opted for a series of measures which 
resulted very effective: a) they started to work as 
couples, women and men held conversations 
with housewives and when this was not possible, 
the appointment was setup withtwo neighboring 
ladies in order to have the interview with both 
simultaneously; b) they kept strictly to the visit 
scheduled; c) the garments used visibly showed 
they pertained to the "cement company," as t- 
shirts always bore the logo of the cement brand 
predominating in the area. 

Conditions found in the 
community 

THE DAILY, direct and close contact with the 
community started bearing fruit. Once the level 
of trust needed for effective communication 
was established, the families began to speak 
about a variety of indicators that reflected their 
individual and social practices for facing life. 

The traditional construction process turned 
out to be intrinsically intermittent and took a 
long time to be achieved. Periods of 20 to 25 

years for the construction of a five-room 
dwelling are par for the course. Access to tech- 
nical knowledge about building and the best 
way to expand a home is practically inaccessible 
to the families. The purchase of building mate- 
rials was done under a criterion centered exclu- 
sively on price. Thus, it was common to pur- 
chase each building material from a different 
supplier. Given the small amount of the typical 
buying transaction, this process did not allow 
home delivery of materials needed. On the 
other hand, the buyer usually was unaware of 
the adequate proportions of a given building 
material one job called for versus another. The 
construction process was a single family activi- 
ty as the community lacked the ability to create 
a collaborative network that could facilitate it. 

Financial resources typically came weekly to 
those who were employed. Although those who 
had a tracte earned money in sundry fashions, 

3 Development Outreach W O R L D  B A N K  INSTITUTE 



many of the payment commitments within the community 
were also on a weekly basis-for instance, purchases on credit 
from the corner store. No formal saving practices such as 
banking accounts were found; for the most part. savings cred- 
it was achieved through small groups of people who delivered 
their earnings to one of the members of the group randomly 
chosen every week-a mechanism known in Mexico as a tanda. 

A tanda was the savings mechanism used by many people in 
the community. However, it was not effective for certain pur- 
poses such as construction, due to the great number of divert- 
ers that show up once people have access to accumulated 
resources. Access to formal credit was practically non-existent 
because of the impossibility of guaranteeing payment, the fear 
of malang long-term commitments, and finally, little famil- 
iarity with the formal processes implicated in obtaining and 
operating financing: all of these, insurmountable barriers. 

Lastly, the inability to obtain resources, lack of knowledge 
and access to technical guidance, and the low buying power 
stemming from the attainment of a low level of service result- 
ed in a slow building process. The building process was also 
very costly due to waste stemming from surplus materials that 
could not be stored for lack of space. Most of the families that 
attempted to build progressively were caught up in this 
restrictive cycle. This evolved into a state of resignation where 
the family found itself incapable of freeing itself of any of the 
restrictions that limited their ability to obtain more space and 
better housing conditions in the short term. 

Proposal adaptation process 

THE FIRST VERSION of the proposal designed for communi- 
ties did not work. The challenge was to produce a solution 
package that would solve most of the restrictions. Some of the 
main problems that came up were: 

Generating trust. The proposal called for the family to par- 
ticipate with their previous savings in order to obtain 
materials on credit. Verbal and written communication did 
not generate enough confidence for the families to deliver 
money in exchange for the promise of building materials 
on credit. 
Technical advice at home. The families were visited in order 
to provide counseling in situ. Complying with scheduled 
appointments was an indispensable requisite for an effi- 
cient process. Social practices such as "flexible" schedules, 
together with misgivings about housewives having to let a 
man enter the house to take measurements for the project- 
ed building, did not allow advising at home to be feasible. 

8 Keeping up the tanda groups. The traditional tanda was 
adapted as a savings mechanism to apply resources for the 
purchase of building materials. The complexity of keeping 
together groups of lo to 12 people -during the 70 weeks 
needed for an expansion project of at least one room- 
could not be resolved. - Keeping up the tanda coordinator role. It was not possible to 
give the tanda promoter tasks such as the timely collection 
and delivery of funds, as well as the forthright and consis- 
tent explanation of the building program to participants. 

The adjustment process of the initial proposal was carried 
out in participation with members of the community, typical- 
ly meetings discussed the best way to adequate the compo- 
nents of the program so they would make sense and show value 
to the community. This was a great achievement. It took 
almost 18 months of group work to adequate and stabilize the 
main features of the program. 

Results 

PATRIM ON10 HOY has become a progressive housing pro- 
gram serving low income communities. It provides individual 
technical advice to meet the needs of every family interested 
in improving its housing conditions. The building plan is 
fragmented into packages of materials that are ordered in an 
adequate sequence according to needs. The acquisition of 
these packages is facilitated by means of micro-financing. 
With a previous saving of 20  percent of the materials needed 
for completing the construction project, credit is granted for 
the resting 80 percent. The weekly charge per family is $163 
Mexican pesos (about USD$i5), $138 (about USD$i3) of which 
pay for the materials, and the remaining $25 (USD$z) of 
which covers the services including: 

Free access to technical consultants 
Fixed prices guaranteed for 70 weeks (typical duration of 
projects) 
One year of materials storage - 
Home delivery of materials packages 
Financing for 80 percent of the value of the materials 
received. 
The program creates a collaborative network within the 

community: families in need of better housing conditions, 
CEMEX distributors with presence in the regions who are in 
charge of delivering materials, and CEMEX providing families 
directly with financial services and technical advice. 

By the end of 2007, a total of 185,000 Mexican families had 
been benefited through the Patrimonio Hoy program, build- 
ing the equivalent of 95,000 ten-square meter rooms. To this 
end, credits for 83 million USD had been granted, with an on- 
time payment rate of more than 99 percent. 

T h e  fu tu r e  

THE P R O G R A M  has been successfully implemented in 
Colombia, Venezuela, Nicaragua and Costa Rica. The idea is to 
assess the potential replication of Patrimonio Hoy in  other 
markets where CEMEXoperates and where the socio-econom- 
ic conditions could make possible its financial viability. & 

Israel Moreno Barcelo is Founder and General Manager of Patrimonio 

Hoy for CEMEX in Mexico. 



ZMQ Enabling 
Bottom-up Development 

Introduction 

T H E  R A P I D  G R O W T H  of information technology in India has 
spurred an overall economic growth in the region. India has 
created a new identity on the world map in this era of global- 
ization. The country is growing with new townships mush- 
rooming with more opportunities for youth to work in the IT 
industry. This is the story of all major cities of India. Indeed, 
India is shining. But this is not the entire story. The benefits 

of the IT boom still need to reach out to the grass-root level. 
There still exists a huge disparity among the population, and 
an even bigger digital divide. 

ZMQ Software Systems, a Delhi based innovative software 
solution provider, has taken up a mission to reach out to the 
grass-root communities using its core competency of 
Information and Communication Technologies (ICTs) to pro- 
vide e-learning, gaming, edutainment, knowledge manage- 
ment and human performance solutions. The company's 
focus is on developingworld class learning, training, edutain- 
ment solutions addressing basic literacy, girls and children's 
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Source: ZM 
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Stage II 

The company's social development 
team, which drives its CSRstrategy, works 
hand in hand with its marketing, business 
development and technical teams. The 

I 
social development team identifies devel- 
opment issues, finds technology gaps, 
builds new partnerships with local organ- 
izations, and prepares blueprints of prod- 
ucts and solutions for the social initiative 
program Then the team hands over the 
program to ZMQ's core technology and 
marketmg teams to create solutions and 
prepare the dissemination strategy of the 
eocid programs and initiatives. Some of 
the focus areas are health, education, 
agriculture, and skill development for the 
under-privileged. 

The social programs and initiatives 
are well integrated with the core business 
strategy of the company. The prime 
objective of the CSR strategy is to 
empower masses with technology tools 

education, health, skills development, micro-finance and 
environment. Entrenched in ZMQ's mission is the fervor to 
use its core competency to offer assistance to communities 
through social development projects. 

ZMQ recognizes HIV/AIDS not only as a health issue but 
also an economic issue. As a member of Global Business 
Coalition on HWIAlDS, the company has takenup a pioneer- 
ing initiative to reach out to the common person in India 
using technology. One such initiative has been the use of 
mobile phone games to educate on HTV/AIDS, and create 
awareness of it among people. The program has been chris- 
tened "Freedom HW/AIDSv (mvw.freedomhivaids.in). 

ZMQ-a strategic mission 

ZM Q HAS BEEN D EVE LOP1 N G commercial software solutions 
for a variety of clients from corporate to government and from 
academic institutions to schools. The company's prime busi- 
ness is developing innovative e-Learning solutions, mobile 
games, human performance management systems, and 
knowledge products. Around 80 percent of the company's 
turnover comes from this source. 

As a socially conscious organization. ZMQ is driven by the 
need to develop socially relevant information and communica- 
tion technology for the benefit of the masses, and uses its expe- 
rience to develop innovative solutions for the grass-root com- 
munities using ICTs. Since inception, ZMQ's founders made a 
commitment to spend a substantial percentage of its profits in 
social development using its core competency to reduce the 
digital gap. One indication of ZMQ's dedication to this cause is 
that 12 percent of its annual profits go into Corporate Social 
Responsibility (CSR) activities. It is important to point out 
here that funds are not earmarked for community develop- 
ment work, as such, but for the development of tools. 

and solutions related to health and edu- 
cation. At the same time, it also creates environments and 
channels for ZMQ business for these newer markets. Apart 
from its pure philanthropic initiatives, ZMQ's social team 
creates new programs before entering a new region or market. 
This exercise serves a dual purpose, it not only empowers the 
masses and bridge the digital divide, but also provide feed- 
back to the business development team for creatingnew prod- 
ucts, solutions and services for the region. ZMQ firmly 
believes that in the new market scenario, the future of any 
enterprise is a right blend of both business strategies and 
development programs. 

ZMQ's success is attributed to 3 main features: technology 
innovation, understanding issues related to g~ass-root com- 
munities and using local resources (like, multi-lingual con- 
tent and local knowledge). Nevertheless, there has always 
been a challenge, the mammoth task of reaching out to the - - 
community for effective dissemination. This issue has been 
successfully tackled by collaborating with local partners, at the 
local, regional, and national levels. 

By working closely with NGOs and local communities to 
identify their needs and possible solutions to developmental 
challenges, ZMQ is able to create tools that can be used to 
address these challenges. The company firmly believes that 
social development can be complementary, and that for a suc- 
cessful business to thrive in the new markets it is important to 
have both running in synchrony. 

Empowering communities 

O N E  OF ZMQ'S VERY FIRST INITIATIVES for grass-root com- 
munities has been the development and dissemination of an 
educational package called the "Entry Level Literacy" program. 
The program is designed for three categories of people; female 
children, out-of-school children, and adults. Each package is 
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Demonstration of a cel l  phone displaying a game to spread awareness 
of HIVIAIDS. 

comprised of 3 basic modules, two of which are common for a l l  
the 3 categories-Basic Alphabetization and Basic Numeracy. 
In addition to this, there is a Basic Life-skills development 
module for female children; Scientific Games for out-of- 
school children to inculcate scientific thinking; and a Rural 
technoloa module for adults to be able to produce useful 
products themselves. The package was developed in two local 
languages-Hindi and Urdu-for the northern Indian states of 
Uttar Pradesh, Haryana, Rajasthan ands Madhya Pradesh. 

ZMQ has also developed a livelihood package for rural 
women titled "Technology for grass-roots women." The package 
is comprised of over 20 different rural technologies for women 
to generate livelihood using basic village resources, such as 
making soap and urea or extracting oil. The package also has a 
micro-finance module to train women about basic economics, 
creating awareness and involving them in income generating 
activities to sustain their families; and explaining concepts of 
money transactions, profit, loss, loans, etc. The package was 
again developed in Hindi languages blended with iconic lan- 
guage to be useful to a maximum number of potential users. 

ZMQ's fight against HIVIAIDS- 
Creating awareness 

O V E R  2 .5  M I L L I O N  P E O P L E  in India are infected with 
HIV/AIDS (National AIDS Control Organization of India, 
December 1. 2007). Acutely aware of the magnitude of the 
problem, ZMQ recognizes it not only as a health problem but 
also as a business and economic issue, which affects labor and 
productivity. In the global fight against HIV/AIDS, ZMQ has 
found a major break-through by reaching out to grass-root 
communities using mobile phone devices. 

Recognizing the lack of information and health manage- 
ment tools on HIV/AIDS, ZMQ committed itself to develop 
quality content and applications to reach the common person. 
Over the last lo years, the reach of mobile devices has 
increased not only in urban areas but also in rural areas at the 
grass-root level. The mobile phone is the most popular tech- 

nology tool in the hands of the common person across the 
globe. Today youth, mobile workers, truckers, farmers, 
laborers and people living in medium and small towns and 
villages are using mobiles. Hence, ZMQ, thought of exploit- 
ing the reach of mobile technology to disseminate valuable 
information through mobiles. 

On World AIDS day-December 1. 2005-ZMQ under the 
aegis of "Freedom HIV/AIDS," released four mobile games 
for HW/AlDS awareness, which were launched on India's 
largest mobile operator, Reliance Infocomm. Freedom 
HIV/AIDS was the first initiative to disseminate health 
awareness through mobile games and mobile devices, and is 
now the largest ever social initiative on mobile devices. 

Initially the games were launched on q million handsets, 
and later were scaled up to 40 million handsets. The mobile 
operators promoted the games through regular SME mes- 
sages offering the games free for download, and in a span of 
14 months, there was a record download of 10.4 million 
game session%. The games were specially designed for low- 

end black-and-white mobile devicee, to be able to reach the 
grass-root communities. Different mobile technology plat- 
forms were also considered to cater to over loo devices and 
handsets covering over 80 percent of device specifications. 
The games were deployed on everything from low-end and low 
cost handsets to sophisticated high-end devices. 

Freedom HTV/AIDS comprises four different types of 
mobile games involving different mindsets and psychologies of 
mobile users. The game Safety Cricket is a role-play game with 
awareness messages based on Cricket, which is like a religion in 
India with a huge following. Ribbon Chase is an arcade based 
game, and is for people who are engaged in game playing. The 
Messenger is an adventure game for casual users, who enjoy 
playing exciting but easy-to-handle games. Finally. Quiz with 
Babu simulates a live quiz show, attractingusers whose bent of 
mind is more towards quizzing, questioning and reasoning. 

Scaling to new regions: 
T h e  Africa Reach Program 

AS A N  E X T E N S I O N  to Freedom HIVIAIDS, ZMQ later 
launched the Africa Reach Program, to reach Africa with more 
region specific games and applications in the local languages. 
The AFrica Reach Program is a classic example of scaling local 
innovations, creatingsuccessful new multi-stake holder part- 
nerships in new regions, and creating a sustainable business 
model for new markets. ZMQ tied up with Hivos, a leading 
Dutch development organization, and KPN, the largest Dutch 
telecom company, under the STAR program to reach out to 
Kenya, Tanzania, and Uganda in Eastern Africa and Malawi, 
Mozambique and Namibia in Southern Africa. 

In order to successfully replicate the program in Africa, it 
was also important to create local partnerships. A Nairobi 
based local technology company Mobile 4 Good has been 
partnered with to manage the program in East Africa. To make 
the program sustainable it was important to replenish it with 
new mobile content and games, for which more new partner- 
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ships were created. NGOs and knowledge organizations were 
also invited to be partners, such as Mathare Youths Sports 
Association (MYSA), Skills for Life, and Straight Talk for exca- 
vating local content, creating new games and other mobile 
properties. 

A revenue sharing business model was set in place for sus- 
taining each organization. To maximize the reach of games to 
the last mile customers, the games were also designed for low- 
end mobile phones with an innovative pricing model. The 
games and other mobile properties like wallpapers, ring tones, 
and screen savers were priced at 60 percent less than the exist- 
ing mobile products on the market. Seeing the success of the 
program, the company is planning a second phase of expansion 
of the business in Africa-both horizontally and vertically. 

Services for people living with 
HIVIAIDS 
M O B I L E  D E V I C E S  can also be highly effective for patient 
management and monitoring, specially suited for those 
patients who are situated at remote locations. In the absence 
of any preventive medication against HN/AlDS, patient man- 
agement is the only effective solution to prolong the life of 
people living with HIVIAIDS (PLWHAs). Today, there are no 
ICT based tools or applications which can be used to monitor 
and manage the medication and medical history of patients 
living with HIV/AIDS. 

ZMQ is developing the M-CST System (mobile care, sup- 
port and treatment), which is a universal solution for treat- 
ment and diagnostics of PLWHAs. The application will be 
available in two modes: single patient management and group 
management for organizations working with PLWKAs. Now in 
the pilot phase, the application will eventually be made avail- 
able for free to people affected with HIVIAIDS. ZMQ is cur- 
rently identifying partners for scaling the application to a 
much larger level. 

Conclusion 

AS A  S M A L L - M E D I U M  S I Z E D  company, ZMQ believes that by 
contributing 12 percent in the form of hard cash would only be a 
drop in the ocean. So ZMQ churns this 12 percent of its profits 
for social development in form of tools, products, applications 
and solutions using its core competencies. As there is a huge 
digital divide, we believe that we can contribute by bridging the 
gap by developing appropriate solutions for global need. 

The company has hugely benefited from this approach, and 
has gained global recognition for its work. This could not have 
been possible for a small company like ZMQ by spending that 
small 12 percent of its profits on promotional activities. 
ZMQ's social development initiatives have been a blessing in 
disguise for the company's grow-th. rk 

Subhi Quraishi is CEO of ZMQ Software Systems. 

L I G H T I N G  A F R I C A  
c o n t i n u e d  f r o m  p a g e  23 

Enhancing safety and security via outdoor lighting for per- 
sonal, business, and community activities. 
Creating conditions to attract teachers, retain students, 
expand time for student reading and studying, and 
improve grades and school retention rates. 
Providing opportunities for adult literacy and higher edu- 
cation programs. 
Improving health services delivery and thus reduce pro- 
ductivity loss due to illnesses. 
Reducing GHG emissions and toxic gases, decreasing risks 
of illnesses caused by air pollution and mitigating the 
impact of climate change. 
Reducing fire hazards associated with kerosene lamps and 
candles which every year lead to tens of thousands of fires 
causing serious injuries and destroying assets. 

A good start ... towards a promising 
future 

U N T I L  RECENTLY, the global lighting industry had shown lit- 
tle interest in the African off-grid lighting market, generally 
unaware of its vast potential. But through the L~ghtingAfnca 
program, and with the support of its sponsorship, the World 
Bank, IFC, and their partners have been able to attract hun- 
dreds of global and local entrepreneurs to look into this 
emergent market, and to support the group's effort to provide 
millions with exciting new off-grid lighting alternatives. As 
the program's agenda moves full steam ahead, this new mar- 
ket area is poised for take-off and the excitement is becoming 
contagious. 

Rising fuel prices and market volatility continue to exert 
pressure on African consumers who may become unable to 
afford lighting services, making the development of modern 
lighting markets more urgent than ever. Time will tell when 
lights will begin to shine in Africa and the shadow that looms 
over the continent will dissipate, slowly giving way to a bright- 
ly lit future for millions of lives. rk 

Katia Theriault is Communications Specialist a t  the International 

Finance Corporation. 

Lindsay Madeira is Project Officer a t  the International Finance 

Corporation. 

Patrick Avato is an  Energy Analyst a t  The World Bank. 

Lighting Africa is supported by multiple donors. Key partners include: The 
Global Environment Facil~ty; the World Bank's Publ~c-Private Infrastructure 
Advisory Facility (PPIAF) and Energy Sector Management Assistance Program 
(ESMAP); Good Energies Inc.; the Renewable Energy and Energy Efficiency 
Partnership; the European Commission; and the Governments of Norway, 
Luxembourg, the Netherlands, and the United Kingdom. 



Business and Malnutrition 
Opportanities and challenges for the food indudtry 

in reaching the poor 

BY M A R C  VAN A M E R I N G E N ,  BERANGERE 
M A G A R I N O S  A N D  M I C H A E L  JARVIS 

through the use of food fortification and other proven strate- 
gies aimed at improving the health and nutrition of popula- 
tions at risk. Created at the United Nations General Assembly's 
Special Session on Children in  2002, GAIN is a Swiss 
Foundation funded by the Bill and Melinda Gates Foundation, 
USAID and CIDA. GAIN builds partnerships between the pub- 
lic and private sector, and enables innovative solutions to 
improve nutrition at a large scale by providing financial and 
technical support. GAIN measures progress to demonstrate the 
return on investment, improve its program and communicate 
success. Furthennore. GAIN advocates for better nutrition 
worldwide as a cost-effective way to make people and 
economies stronger, healthier and more productive. 

THE I M PACTS resulting from maternal and child undernutri- 
tion are enormous: 178 million children under five years of 
age are stunted; 55 million children are wasted of which 19 
million suffer from severe acute malnutrition; and overall, 
undernutrition is the underlying cause of 3.6 million deaths 
each year.' Moreover, 7 billion people suffer fromvitamin and 
mineral deficiencies, which result in premature death, illness 
and impaired physical and mental abilities. 

In the face of this scourge, the Global Alliance for Improved 
Nutrition (GAIN) is committed to reducing malnutrition 

LA-  
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T h e  business case for engagement 

GAIN RECOGNIZES the importance of engaging the private 
sector if results are to be achieved on sufficient scale to elim- 
inate vitamin and mineral deficiencies. GAIN has found great 
willingness within the private sector to explore how they can 
contribute to tackling malnutrition. This reflects growing 
recognition that it makes good business sense for food com- 
panies to prioritize engagement with the poorest. Knowing 
that some four billion low-income consumers live in relative 
poverty with an income below $3,000 in local purchasing 
power parity, food companies are increasingly open to serving 
this huge market. While their combined purchasing power 
amounts to 5 trillion international dollars (purchasing power 
parity exchange rates), most of that money is spent on food. 
Therefore, the private sector increasingly researches markets 
and delivers foods to those most at risk of malnutrition. 

Tackling malnutrition has a high economic benefit-to-cost 
ratio. The public benefits are significant: it reduces health care 
costs, increases tax returns, and spurs the economic develop- 
ment of the developing world by integrating the poorest i n  the 
formal economy and reducing dead capital. A concrete exam- 
ple of the fact that "three billion people are prevented from 
achievingtheir full potential as students. parents, workers, and 
citizens due to micronutrient deficiencies" can be found in 
iron deficiency and resultant anemia (Bestani and Klein, 
2006). The Asian Development Bank projects that the lo-year 
productivity loss due specifically to iron deficiency, of the five 
countries that it analyzed, was over US $25 billion. 

Food companies are increasingly becoming nutrition com- 
panies with an expanded health agenda. The food industry sig- 
nificantly contributes to the goal of poverty alleviation from 
improved distribution that expands access to quality products 
that decrease malnutrition, to social marketing, to health edu- 
cation strategies that raise nutrition awareness about proper 
neonatal, perinatal; and child care amongst the poor. In fact, 
investments of the food industry targeted at the base of the 
pyramid achieve many of the same goals as governments and 
non-governmental agencies. For example, if the private sector 
is providing affordable fortified complementary foods for low 
income children 6-24 months of age, it is making available a 
critical additional component to programs addressing child 
survival. Generally, investment from the private sector needs 
to be recognized and integrated into national poverty reduction 
strategies and into development budgets. 

Emerging business models 

IT IS C L E A R  from the examples to date that firms face a myr- 
iad of challenges to effectively integrate poor consumers and 
producers in regard to supply of fortified foods. In addition to 
striking the balance between economic and social benefits in 
their operations, companies must juggle issues related to 
sourcing strategies, distribution networks, and issues of qual- 
ity control. Companies must attempt to innovate and reduce 
poverty through sourcing strateges including microfinance 
or other financial mechanisms that empower local producers 

and suppliers, as well as through distribution networks. 
Packaging, necessary to ensure affordability and sustainabili- 
ty, is also a key issue. Packaging companies are under pressure 
to offer solutions for delivering quality products to the poor. 

In the face of these challenges GAIN understands that part- 
nerships are fundamental, and successful companies in this 
sector will be those companies that develop business strategies 
that prioritize the following challenges and lessons learnt: 

Ensuring and monitoring quality products through local 
supply chains while managing cost in an environment 
where clear standards may be lacking. 
Formalizing collaboration in contracts between the  for- 
mal and the informal sector. 
Developing partnership strategies that include a public 
health approach in the food and beverage sector to opti- 
mize company impact. 
Investing in understanding and complying with interna- 
tional standards and codes of conduct such as the WHO 
International Code on the Marketing of Breastmilk 
Substitutes. 
Using philanthropy to help leverage innovative business 
models. 
Building the capacity of company managers to understand 
poverty, to build partnerships and to engage with the 
informal sector. 

Building capacity for business action 

WORKING WITH BUSINESS has become an important differ- 
entiation factor for GAIN and the collaboration with the pri- 
vate sector can take many different forms. However, the most 
important role of business in nutrition remains in the deliv- 
ery of quality, affordable and accessible food. In the past three 
years of working with companies, GAIN has started to better 
understand their challenges in dealing with poverty. We have 
heard many people state that large companies will never 
become relevant to the poor. We have also heard a lot of busi- 
ness leaders telling us that they genuinely wanted to access 
new markets, change their traditional models and deliver 
healthy choices to those in need. 

In response, GAIN is trying to help those firms committed 
to working at the base of the pyramid to manage some of the 
externalities around the business model such as social market- 
ing and demand creation. GAIN can help companies navigate 
the local soft infrastructure by facilitating partnerships that 
leverage resources for the noncommercial aspect of their busi- 
ness models serving the malnourished. One example is that of 
Shijiazhuang Zhenji Brew Group Co. Ltd. in China. The compa- 
ny agreed to participate in the "Two Wheels TurningTogethern 
program of the China Center for Disease Control (CDC). The 
initiative enlisted support from manufacturers to help tackle 
the pervasive problem of anemia through a soy sauce fortifica- 
tion program. Zhenji managers saw an opportunity to benefit 
local public health and to expand its market for soy sauce, 
especially in rural areas where the brand had little presence. 
Although initial efforts had only limited success, a turning 
point was the facilitation and financial support provided when 



GAIN joined the project in 2003, including a $3 million grant 
to China CDC to support health education and social marketing 
of the iron-fortification campaign from 2003-2008. This 
helped increase public faith in the claims of those selling iron 
fortified soy sauce. Zhenji has seen sales of fortified sauce dou- 
ble each year since 2003 (World Bank Institute/GAIN 2007). 

Another key factor in the equation is the measuring of 
business performance and impact o n  improved nutrition. 
Investment in research and development is proving essential 
to ensure nutritional benefits upon consumption, and is cru- 
cial for companies in demonstrating that their efforts are hav- 
ing social as well as economic benefits. In that context GAIN is 
selecting and financing leading academic experts, such as 
Cornell University and John Hopkins. to conduct the studies. 
GAIN ensures the management of the partnership between 
the research teams and the companies and will ensure the dis- 
semination of study results. This has proven invaluable in 
tracking the nutritional impact of a school feeding program in 
Nasarawa state in Nigeria, funded by the state government but 
with technical assistance from Tetra Pak. The company's 
expertise has been crucial not just in developing packaging 
that allows a fortified drink for children to be stored in hot cli- 
mates so it retains its nutritional value, but also in creating a 
local supply chain for the drink's production. 

In similar fashion, GAIN is also supporting a joint venture 
launched in March 2006 between multinational food company 

I social markstlln can~llPn for Shoktidol YPWrt in a mall sWp In 

Danone and leading micro-lending institution Grameen. 
Grameen Danone Foods produces Shoktidoi, a yogurt designed 
to help meet the nutritional needs of Bangladeshi children at 
anaffordable price (around $0.08 per pot). GAIN is managing 
a trial designed to measure the benefits obtained from regular 
consumption of Shoktidoi. This initiative brings together 
many features into one experimental business model-it must 
be profitable but also will be judged on non-financial criteria. 
It seeks to make up for the nutritional deficiencies suffered by 
local children, while also utilizing a local production and dis- 
tribution system designed to create jobs for the local commu- 
nity, including "Grameen ladies" who will make sales door-to- 
door, and minimizing its environmental impact. Even the 
packaging for the yogurt pots are made from material that is 
entirely biodegradable. Muhammad Yunus, Nobel prize-win- 
ning founder of Grameen, hopes the initiative "will be an 
important landmark in the annals of bu~ iness . "~  

T h e  value of partnership approaches 
and the GAIN Business Alliance 

TIME WILL TELL how effective such initiatives as that of 
Grameen Danone Foods will be, but it is clear that there is a 
continued need for capacity building to facilitate understand- 
ing of what works, what does not, and what gaps remain, 
requiring the perspective beyond that of any one firm's oper- 
ations. It was to help address some of these capacity needs, 
particularly in the realm of partnership and knowledge shar- 
ing, that GAIN partnered with the World Bank Institute (WBI) 
to utilize its experience in capacity development and private 
sector engagement. Following initial dralogues with industry, 
GAIN and WBI launched the GAIN Business Alliance (BA) in 
the belief that strategic alliances, whlch include local partner- 
ships, can help companies overcome obstacles encountered at 
the base of the pyramid. Such alliances foster hybrid business 
strategies that have a wider-reaching impact than the public 
health sector could have alone, and the GAIN BA operates as a 
laborato~y, of sorts, to help discover nutrition solutions. 

Since its launch in Beijing in October 2005, GAIN has 
established five regional or national alliances in Africa, 
China, India, North America, and Switzerland. A European 
chapter will be launched at the next Forum in May 2008. SO far 
the BA has mobilised more than 350 business leaders through 
its events worldwide. Leading private sector partners include 
Danone, Unilever, P&G, Cargill, Akzo Nobel, DSM, Tetra Pak, 
Britannia Industries and a range of Chinese, Indian and 
African companies from the different parts of the food supply 
chain, and even from outside the food sector. 

Paulus Verschuren of Unilever and Chair of the global 
Business Alliance describes a three phase process that most 
companies go through when they participate in the BA: 

Awareness-Through its events, GAIN creates awareness I 
about malnutrition and about the potential for win-win sce- 

1 narios. 
Commitment-In the second phase, the business leader ! who initiated a dialogue with GAIN needs to return to his or 
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Oms d the fanners sourcing the Banone factoq and benefiting frorn 
6 n m n  financing 

her own team and ensure internal buy-in at the highest level 
of the company to demonstrate an institutional commitment 
to GAIN and to malnutrition. 

De l iveyThe  third phase is about turning commitment 
into action and delivering concrete products and s e ~ c e s  to 
the target population. 

Serving as a mechanism to catalyze bottom of the pyramid 
initiatives in  the food industry, the Business Alliance thus 
fosters a productive enabling environment to unlock private 
sector investments and helps companies explore how they can 
contribute to nutrition strategies. GAIN supports their efforts 
through presenting and sharing projects, creating business 
and networking opportunities, offeringways to report on their 
investments, and sharing knowledge on new business models, 
including development of a series of case studies with WBI. 

The Fast 50, Fast Company magazine's annual reader's 
challenge has recognized the model as innovative and power- 
ful. It demonstrates that the challenge of eliminating malnu- 
trition cannot be left to governments and international 
donors alone. Much of what is required to meet the challenge 
-new thinking, business models, and resources-resides in 
the business community that produces and distributes food. 

Conclusion 

THE FOOD SECTOR has boundless development potential and 
these projects are influential. They involve farmers, commu- 
nity cooperatives, and sales forces from the communities 
(who often are women), improve the health status and pro- 
ductivity in a community, and even increase school atten- 
dance. The solutions are not yet fully available and much work 
needs to be done and support given to companies who are 
testing innovative strategies to devise high-impact sustain- 
able interventions. Foundations can play an important inter- 
mediary role in supporting new approaches that are often 
hybrids of philanthropic and purely market-driven models. 
Accordingly, GAIN and its partners can play a useful role in 
inviting companies to reflect on potential business models 
leading to improved nutrition, in assisting the efforts of indi- 

vidual firms, and in providing a platform where companies 
can present their achievements and challenges in serving the 
poorest, and can shop for solutions and partners. 

The experience to date also underscores the importance 
and need for development agencies and donors to continue to 
support business solutions and, thus, maximize productivity of 
the poor. GAIN can mobilize development partners from the 
public and non-profit sectors to create an enabling environ- 
ment for companies interested in investing in nutrition for the 
poor. Of course, business action is only part of the solution. 
Grants are still very important to reach the poorest of the poor 
and to support government programs. Nevertheless, we can 
imagine positive synergies between a GAIN investment sup- 
porting a government or civil society infrastructure and a 
GAIN investment supporting a base of the pyramid business 
model. In both cases the main goal is to create long term sus- 
tainability and reduce the number of those whose health and 
livelihoods are undermined by malnutrition. rlv 

Marc Van Ameringen is Executive Director of Global Alliance for 

Improved Nutrition (GAIN). 

Berangkre Magarinos is Senior Manager of GAIN. 

Michael Jawis is a Private Sector Development Specialist at the World 

Bank Institute. 
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Bridging Gaps in Reproductive 
Health Care in Egypt through 
Private Sector Involvement 

Social rtzrponsZ'biIity c o ~ t r i h t i i  US$l.#m towads improving ~ a t ~ n a l  
and chila heaith, family planning and i v p d w h  hal$4 mn in Egypt 

BY ANDY COLE, MOHAMED AFlFl  
AND REEM SALAH 

R E C E N T  I N D I C A T O R S  show that the quality of health of - - 
Egyptians has improved, but challenges still remain for the 
government to reach underserved clients in isolated areas. 
Egypt's Ministry of Health and Population (MOHP) has the will 
to undertake these challenges, and together with the United 
States Agency for International Development (USAID) is 
adopting a "business mentality" to do so. To sustain improve- 
ments in health service provision, "\\ln-win" social responsi- 

bility partnerships with the private sector are being developed 
through the USAID-funded Integrated Reproductive Health 
Services Project-known in Egypt as Takamol. 

Why Social Responsibility? 

D U R I N G  THE LAST D E C A D E ,  an international movement to 
encourage broader involvement and social responsibility (SR) 
toward communities and humanitarian needs has developed. 
Today, corporations understand that this engagement creates a 
positive public image, and consequently improves investment 
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opportunities, shareholder commitment and brand loyalty 
among customers. 

As this awareness matures, companies recognize that part- 
nerships with non-governmental organizations (NGOs) and 
governments can provide significant opportunities to engage 
in corporate social responsibility (CSR). This is as true in the 
arena of healthcare as in other areas. As the healthcare sector 
increases its international commitments in CSR, govern- 
ments are presented with the unique opportunity to expand, 
enhance, and sustain these efforts through mutually benefi- 
cial partnerships. 

The fact is that resources do exist within Egypt that can be 
mobilized in support of national or local development efforts, 
but these resources have been largely untapped to date. 
Business entities, for example, have considerable resources- 
products, funds, in-kind assistance, distribution channels, 
and expertise. Furthermore, many business leaders have a 
keen sense of SR but are unsure how to apply it. This is true of 
the largest multinational corporations and of the "smallest" 
local business. 

The Takamol project is tapping into these resources by 
linking the MOHP with private sector companies, and mobi- 
lizing their involvement in maternal and child health, family 
planning and reproductive health (MCH/FP/RH) by develop- 
ing partnerships in which all parties experience mutually- 
beneficial outcomes. 

The Takamol project's approach 

T H E  TAKAMOL P R O J E C T  is afive-year USAID-fundedproject 
that focuses on increasing the use of quality integrated 
MCH/FP/RH services in primary health care clinics and hos- 
pitals. It also gives prominence to bringing about positive 
behavior change while improving the government's capacity 
to sustain the performance of integrated health services. The 
project began in March 7006, and is implemented by a 
Pathfinder International-led group of national and global 
organizations. 

The project's scope is to implement an integrated 
MCH/FP/RH model in zoo villages and more than 25 hospi- 
tals in the neediest areas of 11 Upper and Lower Egypt gover- 
norates. The principle focus of Takamol's efforts-to improve 
the quality of health care-includes the renovation and equip- 
ping of clinics and hospitals as a focal point for the communi- 
ty, and integrated clinical, management and on-the-job 
training for service providers. Meanwhile, providing capacity 
building to MOHP stakeholders from national to grassroots 
levels is expected to increase their ability to provide, manage 
and sustain quality health services. 

The project emphasizes community mobilization and par- 
ticipation in health as driving forces for change. For example, 
the project includes training of a number of key groups to 
allow them to disseminate accurate health messages in the 
natural course of their interactions with others. These include 
religious and civic leaders, government officials, local NGOs, 
outreach workers, media professionals, literacy facilitators, 
agricultural extension workers, and community members. 

Negotiating win-win partnerships to 
achieve success 
T H E  TAKAMOL PROJECT has played a significant role in nego- 
tiating a number of agreements between the MOHP and the 
private sector. Where possible, it has also ensured that nego- 
tiated partnerships are long-term. The results of Takamol's 
CSR work can be seen through the increased involvement of 
business partners and through changes in the attitude of the 
different stakeholders. 

To encourage private sector involvement in Takamol's 
integrated model, and thereby the MOHP's efforts, the project 
first conducts extensive market research to identie prospec- 
tive partners, and then designs a formal, customized presen- 
tation highlighting areas of common interest. The project 
explains the efficient. accountable mechanism through which 
contributions are channeled, which is welcomed by the pri- 
vate sector. Following a period of negotiation, the MOHP and 
Takamol collaborate with companies and organizations on 
mutually-beneficial partnerships. Takamol serves as the 
"mediator" for the partnerships. 

Central to the sustainability of this approach was the estab- 
lishment of a social responsibility working group within the 
MOHP. The working group has been charged with advancing 
the MOHP's recognition, connection and collaboration with - 
under used resources from other sectors. Working group 
members receive training on the concept of CSR before join- 
ing the process of negotiating social responsibility partner- 
ships with Takamol staff. Through hands-on experience, 
working group members acquire the necessary skills to iden- 
tify areas of common interest between the project and private 
sector companies, and how to seek and negotiate win-win 
partnerships with them. Areas that need strengthening are 
identified by Takamol's CSR team and become the focus of 
trainingworkshops that are aimed to create a cadre of SRpro- 
fessionals within the MOHP. 

The project employs a number of strategies to encourage 
companies to become involved in social responsibility. In 
rural areas, following orientations on SR, individuals and 
small businesses have stepped forward with unprecedented 
collaboration to demonstrate their social responsibility. In 
addition, clinic management boards that have received orien- 
tation on the concept of CSR are also adopting a business 
mentality to look at other ways to meet community needs, and 
generate income for the health facilities. 

At the national and governorate levels, Takamol and the 
MOHP approach corporations and large businesses, from 
both health and non-health sectors. At the local level, 
Takamol conducts orientations in SR for the democratically 
elected health facility management boards. An added advan- 
tage of public-private partnerships is that health facilities can 
learn to operate more cost-effectively and with more trans- 
parency through interactions with the private sector, which 
gives priority to good governance and accountability. 



Donor appreciation of the need for SR 
I N T E R N A T I O N A L  DONORS are well aware of the benefits of 
private sector involvement in social development. In Egypt, 
USAID advocates for public-private partnerships that 
encourage healthy behaviors. Thus, SR components were 
incorporated from the very outset of the Takamol project's 
planning phase. The project tracks resources leveraged from 
corporate and c o m m u n i ~  contributions that support related 
health services and calculate the amount as a proportion of the 
project's total operational expenses. 

It has been proven that private firms and NGOs in Egypt 
are ready and willing to support initiatives of the MOHP if they 
find these to be of good quality and of high importance. 
USND understands that sustainable relationships between 
the MOHP, local communities, and private companies, will 
contribute to the sustainability of program interventions as 
well as the commitment of all stakeholders. 

US$1.4 million leveraged 

M O R E  T H A N  U S $ 1 . 4  M l L L I O N  has been leveraged to date by 
companies, business organizations and individuals through 
partnerships with the Takamol project to support health ini- 
tiatives in Egypt. Contributions range from the large-scale 
contributions of multinationals (US$i81,754 from Procter & 
Gamble Egypt) to the more modest, but no less valued, contri- 
butions of small community businesses and philanthropic 
community members. Whatever the source, all contributions 
indicate a growing desire to become involved at some level to 
improve local health services. 

Examples include: 
Barclays Bank Egypt. The Bank "adopted" a clinic in a 
poor urban area of Cairo-covering all renovation and 
equipping costs-and transforming the clinic into a com- 
munity health center providing quality health care servic- 
es. Barclays staff then returned to the clinic a year later as 
part of Barclays' "Make a Difference Dayn-a global com- 
munity service and volunteering initiative. Barclays' col- 
laboration with the Takamol project was also used as a case 
study at a national CSR conference in Cairo in 1007. to 
highlight how the private sector can become engaged in 
improving health outcomes in Egypt. 
Procter & Gamble (P&G)/Egypt P&G utilized the MOHP's 
existing platform of outreach workers to deliver generic 
hygiene messages to women in hard to reach areas. In 
return, P&G includes reproductive health messages in a 
range of marketing materials targeting adolescent ~ r l s  and 
women, and contributes towards clinic renovation costs. 
PriceWaterhouseCoopers (PWC). The Egyptian fran- 
chisee of PWC donated funds to purchase income-generat- 
ing equipment for women's clubs in clinics renovated 
under the Takamol project. 
Mentor Graphics. This local Egyptian company provided 
funding to furnish women's clubs in three renovated clinics. 

8 RWE Dea. The German petroleum company covered the 
renovation costs of two classrooms under a joint initiative 

When renovated primary health care units, such as the one plctumd, 
become a focal point for the community, heatth lndlcaton are 
expected to Improve. 

between Takamol and Egypt's National Council for 
Childhood and Motherhood. 

= Multiphama and Future Pharma. These local Egyptian 
pharmaceutical companies provided free of charge con- 
doms and medicines. 
The key to the success of these partnerships was to ensure 

that true "win-win" agreements were reached during the 
negotiation stage. The fact that members of the MOHP's social 
responsibility working group were involved in the negotia- 
tions means that further agreements with the same partners 
after the project phases out are a very real possibility. The 
Takamol project also ensures that the contributor is part of the 
implementation and follow-up process-they see where and 
how their money is being spent through regular feedback, 
monitoring and evaluation. 

Overcoming the challenges 

O N E  O F  THE KEY CHALLENGES the project faced in trying to 
facilitate CSR partnerships in support of the MOHP was a lack 
of shared vision between the private and public sectors, and 
no real sustainability mechanisms to maintain the momen- 
tum for collaboration. A solution was found in the form of the 
Egyptian Finance Executives Foundation (EFEF). The founda- 
tion is a reputable, registered NGO whose members include 
financial officers of many leading Egyptian and multi-nation- 
a1 businesses. With a mutual interest in expanding the role of 
CSR in supporting better health outcomes through the 
Egyptian health sector, the EFEF adopted an intermediary 
role between the MOHP and the private sector, encouraging 
member organizations to become more involved in health- 
related CSR initiatives. The involvement of EFEF provided 
credibil~ty to the initiative, and is expected to contribute 
towards sustaining private sector support for health initiatives 
in the future. 

B R I D G I N G  GAPS 
c o n t i n u e d  o n  page  5 1  
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Improving Health Improves 
Economic Well-being 

One cmpany 1 experieme 

BY C H R I S T Y  L. WISTAR between health interventions and economic outcomes 
remains largely elusive. 

In part, this gap of knowledge may be due to a lack of 
appropriate metrics, complexity and costs of measuring rela- 
tionships between health and economic growth, or because 
economic indicators fall outside the stated purpose of a par- 
ticular program. Hence, organizations that may attempt to 
assess the broader economic impact of their programs are 
largely left with anecdotal evidence. 

Abbott Fund is a private foundation founded in 1951 by 
Abbott, a global health care company. The Fund's mission is to 
create healthier global communities by supporting four major 
program areas: global AIDS care, access to health care, science 

Overview 

F R O M  A MACRO P O L I C Y  PERSPECTIVE,  governments, econ- 
omists and organizations working in international develop- 
ment have recognized that investments in education, health 
care, nutrition, infrastructure, transportation and other sec- 
tors of development contribute to economic growth. At an 
individual level, access to improved healthcare services and 
educational opportunities provides new options and oppol-tu- 
nities to improve livelihoods and economic status. While 
these conclusions seem intuitive, finding a direct correlation 



and medical innovation, and com- Miihity ot tieolth 
and Social Wa(tsre 

munity vitality. Programs have 161,-,. I.2... 

ranged from health care worker 
training and infrastructure modern- 
ization to support of community- 
based organizations, creation of 
referral networks and s~ecific inter- I 
ventions to reverse trends in malnu- 
trition and maternal and infant mor- 
tality. The HNIAIDS-related pro- 
grams concentrate on improving 
accessibility and quality of H-N test- 
ing, counseling and treatment serv- 
ices to patients. 

These programs, whether in urban 
or rural settings, were conceived with 
a high degree of local community 

- 

I 
input and based on assessments of 
community needs. Program-related measures were created 
and tracked in alignment with the health objectives of the pro- 
grams. In many of the communities, there has been tangible 
evidence that health improvements have created an enabling 

lack of trained health care profes- a zH sionals, the country faced many 

4 
challenges. 

"When we first began our discus- 
sions with Abbott Fund, I am sure we 
regarded each other with a certain 
amount of distrust," said Anna 
Ahdallah, former Minister of Health, 

1 United Republic of Tanzania. "They 
were wondering if Tanzania was a 
worthwhile investment and we were 
apprehensive about entrusting such 
an important part of our health sys- 
tem to a group that works very differ- 
ently than we do. But more than five 
years later, the results speak for 
themselves." 

TanuRian Winistor of Wsnlth Davifi l h k y ~  
(left) llld Watt Ckrhan and CEO MW D. rYMts ' 

- 
environment for individuals to return to work, seek employ- 
ment, care for their families and for children to return or 
remain in school. The improvements have been noted at every 
level, from the individual up through national health systems. 

One of our greater program investments has been in mod- 
ernizing the health systems of Tanzania. This paper will pro- 
vide an overview of the Tanzania program and examine its 
perceived economic benefits as well as propose how econom- 
ic impact could be better captured in the future. 

Health needs in Tanzania 

TANZANIA HAS APPROXIMATELY 38 million residents. 
According to most recent \Vorld Bank estimates, Tanzania has 
a GNI of $12.4 billion, and GNI per capita of $340. In the past 
decade, expenditures on health as percentage of GDP have 
been low, rising to about four percent. Health infrastructure 
was largely neglected due to lack of available funds. 

HN/AIDS is the leading cause of death among adults 15- 

59. with a recorded prevalence of seven percent (Tanzania 
National AIDS Control Programme). Infectious diseases, 
many avoidable, account for most premature deaths and up to 
one half of all deaths occur among adults in the productive 
years of life, between 15 and 54. With more than 80 percent of 
its workforce employed in agriculture, forestry or fishing, 
industry has been persistently affected by health factors 
resulting in low productivity and incomes. There currently is 
only about one doctor per 25-30,000 Tanzanian residents. 

Abbott Fund and the Government of Tanzania formed a 
public private partnership in 2001 to modernize the country's 
health system and expand access to HNtesting and treatment 
services. This partnership has coincided with an influx of 
global HIV donor funds and the implementation of a national 
HIV/MDS t r e l r a n t  program. With outdated infrastructure 
geared towards emergency inpatient services, and a crippluig 

Strengthening Tanzania's health 
systems 

T H E  F I R S T  PHASE of the Tanzania program centered at 
Muhimbili National Hospital, the country's leading teaching 
and reference hospital, with the understanding that changes 
in Muhimbili would trickle down to the rest of the system. 

Physical changes at Muhimbili included the building and 
equipping of a modern three-story outpatient clinic at 
Muhimbili, which provides health care services to all patients, 
reducing sti,pa for those seeking HW treatment. The hospital's 
laboratory has been modernized, allowing patients to get test 
results on the same day, rather than coming back days or weeks 
later to receive a diagnosis. One of the most extensive hospital IT 
systems in East Africa has been installed at Muhirnbili to track 
health history, referrals, test results and drug prescriptions, and 
hospital staff have been trained to operate the system. 

"For the first time, we have the systems in place so we eas- 
ily locate records, track the progress of our patients, access 
their laboratory tests and know what medications they are tak- 
ing. This has made a tremendous difference in our work envi- 
ronment as well as the patient's care and experience at the 
hospital," said Professor Leonard Lema, Chief Executive 
Officer. Muhimbili National Hospital. "On an administrative 
level, it helps us to maximize the valuable hours of each of our 
doctors and nuroee. We are also able to be more effective man- 
agers because of rapid access to financial, human resource 
and supply records." 

In addition to Muhimbili Hospital, the Tanzania ptogram 
has extended to more than 90 hospitals, clinics and rural health 
facilitia across the country. This includes both tnining and 
physical renovations at more than half of the country's regional 
hospitals. These 90 sites are now offering voluntary couneeling 
and testing services for HN, allowing testing to reach some 
rural areas for the first time. More than 1~0,ooo patients have 
now accessed testing services at the improved facilities, and 
t d a y  about one in three people enrolled in the government's 
national H N  treatment program are receiving sewices at a 
facilitythat has benefitedfmm Abbott Fund improvements. 
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Training of healthcare professionals has been integral to 
the scale up of programs across the country. To date, more 
than io,ooo health care professionals and community health 
workers have been trained through this partnership. 

In 2007, Abbott Fund and Ministry of Health recognized 
that outdated laboratories around the country remained a key 
impediment in improvingpatient health. In response, Abbott 
Fund has committed to modernizing the laboratories of all 23 
regonal hospitals across Tanzania. The first phase of this pro- 
gram began in 2008, with the renovation of four rural and 
urban hospital laboratories. 

Economic benefits 

T H E  PROGRAM HAS NOTED a number of anecdotal reports 
about the economic impact of these health system improve- 
ments. Executive directors at several hospitals, including 
Muhirnbili, have reported that improved working conditions 
have enhanced staff morale and productivi~. They believe 
that upgraded facilities, training, and updated tools will posi- 
tively impact staff retention at their institutions. 

"We believe that the recent changes at Muhirnbili will 
result not only in better care for the patients, but in greater 
staff retention," said Dr. Deodatus Mtasiwa, Chief Medical 
Officer, Ministry of Health & Social Welfare, United Republic 
of Tanzania. "At the Ministry of Health, we have done our part 
by improving the incentives scheme. The Abbott Fund has 
contributed by creating a work environment where the staff 
wants to come to work and feels better able to do their jobs." 

Based on feedback from patients and health workers, the 
availability of health care services and same-day tests results and 
prescriptions saves them multiple return trips and lost wages. In 
rural and semi-urban centers, access to testing and medical 
services where people live and work appears to be a stabilizing 
factor within communities, reducing the time and expenses 
required for individuals to travel great distances to receive med- 
ical services. As a result of medical treatment and services, it is 
presumed that many people living with HIV are returning to 
work and able to lead productive lives and support their families. 

One impact that can be measured is that strengthened hos- 
pital management practices at Muhimbili Hospital increased 
hospital-generated revenues by more than 50 percent in the 
first two years of the program. The hospital is now focusing on 
continued operational improvements to its modernized cen- 
tral pathology laboratory that will attract referrals and external 
research funding. 

Last, the work that has been done encourages other fun- 
ders to invest in Tanzanian health. Those who contribute 
training or goods are met with a working system that can han- 
dle the influx. 

"When the Elizabeth Glaser Pediatric AIDS Foundation 
embarked upon an ambitious H N  care and treatment program 
in Tanzania, we learned that there were already systems in 
place in several health facilities that would allow us to reach 
more of the people we wanted to serve more quickly," said Anja 
Giphart, Country Director for EGPAF in Tanzania. "Abbott 
Fund support already had improved the facilities where we 

would be working, providing an excellent foundation for us. 
This was extremely encouraging for our work in Tanzania." 

Discussion 

IT IS  E V I D E N T  that economic and health improvements 
appear to be inextricably linked, although not easily quanti- 
fied. Abbott Fund's programs have gone beyond their original 
health-related goals, and have helped to create an enabling 
environment for economic growth. These programs have been 
a catalyst that attracted resources of other private sector organ- 
izations, facilitated in retention of valuable health care workers 
and contributed to a more productive and healthier workforce. 

In order to have a more comprehensive understanding of 
the economic impact of these programs, it would be interest- 
ing to document the following indicators: 

Number of jobs created by programs 
Number of people trained that resulted in employment 
Number of trained healthcare workers who stay in their 
home countries rather than seek employment abroad 
Number of people on medical treatment returning to the 
workforce 

m Productive work hours gained as a result of efficiencies in 
health system. 
While there are many economic impacts that can be trans- 

formational at the individual and family levels, many cannot 
be easily measured. For example, there is a tremendous qual- 
itative household benefit for a mother who is able to care for 
her entire family rather than concentrating on a sick child or 
a spouse. Likewise, a child who is able to stay in school versus 
dropping out to support the family will have better livelihood 
options in the future as a result of an education. People living 
with H N  who have to travel a day each way to a hospital sud- 
denly gain a productive day of work when they no longer have 
to keep returning to get test results. 

Measuring economic impact goes well beyond current pro- 
gram resources of individual donors or private sector actors. 
This is a much larger enterprise requiringthe expertise of aca- 
demia, health economists and international development 
organizations to create new models to capture the economic 
multiplier effect. Capturing these economic benefits may 
encourage the governments of developing countries to invest 
in their own health care systems if it contributes to a growing, 
healthy economy. It would also help guide policy makers to best 
target health care spending that may also multiply the econom- 
ic impact of their resource allocations. The data could also help 
governments attract public and private funds, by showing the 
potential impact from investing in a healthy work force. 
-- - - 
Christy L. Wistar is Vice President of Abbott Fund Tanzania. 
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Access to Finance and Markets 
as a Strategy to Address Poverty 

BY NACHIKET MOR 
AND BlNDU ANANTH 

Introduction 

A KEY A N D  ALMOST A X I O M A T I C  belief in our workon treat- 
ing access to financial services is that almost all regons of 
India possess a set of economically viable occupations (such as 
buffalo rearing, running a rural provision store, fruit and veg- 
etable vending and engagng in simple home based craft) that 
even the very poor can almost immediately engage in without 
the need for any specialized inputs or skill building. Since 
these occupations essentially rely on public goods (such as 

public grazing lands) to provide raw materials and "in-home 
under-employment" to provide labor, at the margin they have 
very high rates of return-well in excess of loo percent per 
annum (Helms and Reille 2004). 

An important guiding principle is that the only input 
required to leverage these sets of economic opportunities is 
access to basic financial services, which include savings, credit, 
insurance and tools for risk management. This is in contrast to 
the view that access to financial services can impact poverty 
alleviation only if accompanied with other complementary 
inputs, typically training and skill development interventions. 
For example, micro-loans (typically amounts less than USD 250 

per household), in a region as poor as the Mirzapur District of 

I 

I An Indian bank employee counts rupw currency notes. 
I 

44 h d 0 p - t  O U ~  WORLD BANK iHSTlTUTE 



Uttar Pradesh, can allow families, too poor to afford even two 
meals a day, to start with extremely low-skilled occupations 
such as buffalo rearing and gradually reach a level where they 
can afford minimal meals and withdraw their children from the 
work-force for attending school.' Even where the micro-loans 
are not used to finance new income generating activities but to 
refinance higher cost debt, this immediately releases new 
resources for the household to finance existing consumption or 
incremental production activities. Micro loans also provide an 
important source of liquidity to meet fixed commitments (such 
as school fees) despite income flows being extremely seasonal. 

The pathway to universal financial 
services access 

I F  O N E  ACCEPTS the premise of the centrality of "access to 
finance" in providing a pathway out of poverty for several 
households, then the first challenge to be addressed would be 
how such access may be universalized with every individual 
being able to avail a basic set of financial  service^.^ To provide 
this access, the following steps appear necessary (Mor 2006): 

n Development of a network of community based financial 
institutions, which have the ability to provide these financial 
services. This network of institutions could include 
Cooperative Banks, Non-Banking Financial Companies 
(NBFCs), local bank branches of commercial banks, Civil 
Society Organizations or Producer Cooperatives, as the case 
may be. The requirement is that these institutions are able to 
develop operating models that draw on local information and 
operationalize sufficiently low cost structures that make the 
business of serving the poor sustainable over the medium 
term. Within India, the belief is that a network of over 200 

such entities, each with the capability to serve a million 
households, would be needed (Ananth et a1 2004). 

a The participation of one or more main-stream financial 
institutions that are willing to partner with these entities to 
provide: 

Financial resources for on-lending: ICICI Bank's 
Partnership Model is an example of a financing model that 
uniquely leverages the local presence of these entities with 
the ability of the bank to diversify risk and provide whole- 
sale lending funds in large quantum.3 
Access to equity capital for growth. 
Financial engineering: securitization (http://www.econo- 
mis t .com/displayStory.cfm?story_id=~)  and prod- 
uct development, health insurance, rainfall insurance 
(Hess zoo3 and Sinha 2004)~ savings, risk management. 
Direct links with capital markets as the entities mature 
(www.gfusa.org/programs/india~initiative/grameen~ 
capitalindid). 

a Creation of an enabling environment that can support the 
continued growth in the number of entities that make up this 
network in India. The following steps have thus far been taken 
in India in this pursuit: 

. Creation of Venture Capital Funds engaged in the task of 
identifying and providing equity finance, and mentoring 
new entrepreneurs desirous of creating such entities.4This 
combined with Takeout Finance where a bank is prepared to 
automatically partner with a successfully created entity and 
permit it to repurchase the equity invested by the Venture 
Capitalist (VC) at a pre-agreed minimum rate of return to 
the VC. Once the process of creation is successfdly com- 
pleted, mezzanine equity of the type provided by ICICI 
Bank's Partnership Model referred to earlier is a cheaper 
and a more appropriate source of equity for successful enti- 
ties relative to equity capital being provided by VCs. 
Creation of specialized institutions such as the Centre for 
Micro Finance (CMF) at IFMR (www.ifmr.ac.in/cmf) and 
the Centre for Insurance and Risk Management (CIRM) 
IFMR (www.ifmr.ac.in/cirm) and the Centre for Innovative 
Financial Design at IFMR (www.ifmr.ac.in/cifd) to provide 
research and product design capabilities both at a basic 
level and at an advanced level. 
Launch of FINO, an Application Services Provider (ASP) 
that seeks to provide front-end (smart card, point-of-sale 
terminals), back-end (banking software, performance 
management and reporting, MIS) and information servic- 
es (credit bureau) to these institutions (www.fino.co.in). 
This architecture of technology ASPS enables micro-bank- 
ing operations to enjoy the same transaction quality and 
cost as is the case with a large bank. 
Launch of MicroFinanceJobs.com to provide access to 
human resources to these entities so that their expansion is 
unconstrained (www.microfinancejobs.com). 
Regulation that permits the use of business correspon- 
dents for extending access to basic banking operations. 
It is expected that with these three broad strategies it should 

be possible to scale the access to finance quite rapidly. In the 
case of ICICI Bank in India; operating with this three pronged 
approach, it has catalyzed the creation of over loo micro 
finance partners and in three years has been able to go from 
USD 1.2 million in micro-loans extended to about 20,000 
clients to over USD 522 million being provided to about 3 mil- 
lion clients in a three-year period (www.icicibank.com and 
Anand 2006). 

Addressing other missing markets 

F I N A N C I A L  S E R V I C E S  for the poor have long been considered 
a "missing market" owing to the information constraints that 
characterize it. Once the "access to finance" challenge has been 
overcome through the mechanism described in the previous 
section (and even while it is in the process of being overcome), 
the belief is that most of these households would be able to 
come up to a minimum level of subsistence. A basic premise of 
the first phase of work described earlier, is to let individuals 
choose a set of activities based on their capabilities and the 
context in which they operate and focus exclusively on the 
rapid universalization of the provision of financial services. 
However, it is very likely that such households would continue 
to be poor and therefore vulnerable to even moderate levels of 
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systemic shocks to their economic environment (Khanna 
2006). This is when "missing markets" in other services for 
the poor start to become important. These may be in several 
areas including skill building. quality control and productivity 
improvement. 

In our view taking clients to the next level of economic 
activity needs a much more concerted effort and one that 
builds on the fact that a large population of economically 
active poor now have access to basic financial services and 
have "revealed" their preference for certain activities. The 
challenge is to build effective linkages to mainstream mar- 
kets. For example a majority of microfinance clients are 
engaged in dairying. Given this, any intervention in dairy pro- 
ductivity enhancement, while being consistent with a bank's 
business objectives, also provides access to such services to 
those clients that have already indicated their willingness to 
undertake this activity. Along the same lines, it may now be 
possible to think of other interventions that, while not being 
distortionary, improve value realization within the occupa- 
tions that individuals are already engaged in. The fact that 
clients are willing to pay for these value-added-services by 
taking loans provides a powerful signaling device to providers. 
Traditional models of technical assistance and livelihood 
development are unable to resolve whether the phenomenon 
of clients not payingfor the services delivered is due to afford- 
ability constraints or lack of perceived value. 

Towards this goal of addressing missing markets for liveli- 
hood services to clients, one promising strategy appears to be 
to complement the existing work of MFIs in financial services 
access with supply chain strengthening for various activities 
that the same client group is engaged in. One such architec- 
ture is being innovated by the IFMR Trust's Network 
Enterprises Fund (www.ifmrtrust.co.ins). 

IFMR Trust is creating a series of specialized "Network 
Enterprises" (NEs), which will be able to improve producer 
realization within specific value chains. Network Enterprises 
will be prioritized in areas that can add targeted services to the 
livelihood that clients are already engaged in. Each of these 
NEs will address specific supply chain problems and ensure 
adequate supply of finance by making available to banks 
opportunities for structured debt. 

There are other opportunities for MFIs to positively impact 
client livelihoods. A couple of these are detailed below: 

a Developing carefully structured partnerships between 
grass-roots organizations and large companies so that at 
terms of trade that are fair, inputs such as commodity market- 
ing and hedging services, cattle feed supply and fruit and veg- 
etable procurement services can be provided to the clients of 
these grass-roots organizations.5 Once again, the belief is that 
clients will be willing to pay for these services if the links to 
price realization are directly apparent. The scalability of 
micro-enterprises of micro finance clients is often limited by 
credit constraints faced by the individuals/enterprises higher 
in the value chain. Business models to provide finance to 
Small and Medium Enterprises on a very large scale might 
serve to increase the market potential of the entire chain. 

6 

a Working closely with micro-finance institutions (MFIs) 
and other grass-roots organizations on health and productiv- 
ity interventions that are paid for directly or indirectly by the 
MFI's client. Examples of interventions in this category 
include distribution of smokeless cooking ovens, treated bed 
nets and iron pills to cure anemia. While these have been 
viewed as  important interventions for several years, the 
mechanism of distribution through MFIs has the advantage of 
being able to meet financing requirements to pay for these 
interventions as well as leverage the high frequency of client 
contact that MFIs enjoy. 

The belief in all these cases is that in order to provide these 
"goods and services" at a scaled level and to actually deliver 
value to both ends of the supply chain, highly competitive and 
large entities would be required which would seek to link 
small rural producers and service providers with some of the 
largest markets in the world. MFIs represent an important 
customer aggregation channel but may not be effective as a 
multiple services provider. 

Conclusion 

I N  THE P R E C E D l N G  P A R A G R A P H S  it has been argued that 
there exist a set of market-based approaches that have the 
potential to address poverty on a scaled basis. At the heart of 
this approach is building universal access to financial servic- 
es as a starting point. It is suggested that such access is best 
provided in a commercial and sustainable manner through 
creative partnerships between banks and a network of local 
financial institutions. The information gained from observing 
the unconstrained livelihood choices of clients, the scale of 
financial access created and the implementation capability of 
local financial institutions then provide the unique opportu- 
nity to conceptualize well targeted livelihood enhancement 
interventions for this population. The belief is that interven- 
tions that build systematically on an "access to finance" com- 
ponent and subsequently include an "access to markets" com- 
ponent have the potential to provide large positive income 
shocks. The appeal of this approach is that it is fundamentally 
rooted in a commercial proposition both for the participating 
client as well as for the service providers. Therefore, the 
promise of scalability is higher than in traditional grant-led 
livelihood development programs. rlv 
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A more comprehensive version of the article with a complete list of 
references is available at WBl's Business, Competitiveness and 
Development website: www.devandbiz.org. 
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Bringing Bangladesh 
into the Digital Age 

BY DEFTA PARTNERS GROUP, 
THE ALLIANCE FORUM FOUNDATION, 
ANDGEORGE HARA 

" I T  IS PART O F  O U R  C O R P O R A T E  M I S S I O N  to utilize our 
expertise in technology in order to increase the standard of 
living in developing countries."' George Hara, Group 
Chairman and CEO of DEFTA Partners, shared his vision of 
improving the quality of life in developing countries through 
improved technology and communication infrastructure. 
Representing a simple and intuitive concept in a modern 
cyber world, these remarks engender a revolutionary 

approach to creating an inextricable link between capitalism 
and social responsibility. 

Mission 

H A V I N G  E S T A B L I S H E D  various successful ventures in the 
post-computer technology market in  developed economies 
such as the United States, Europe, Israel, and Japan, Mr. Hara 
has endeavored to bring cost effective information infrastruc- 
ture technologies to less developed countries in many conti- 
nents such as Asia, Africa, and Latin America. In  1005 DEFTA 
Partners launched its first initiative towards reducing poverty 

One of Bangladesh's most successful business women. Geeteara Saffiya Choudhury, works on a computer at her advertisement firm, Adcomm, in Dhaka. I 



through bracNet, a pilot project geared to bring Bangladesh 
into the digital age. 

Pilot project: Bangladesh 

WHY B A N G L A D E S H ?  The United Nations recognizes 50 coun- 
tries as the "Least" among Less Developed Countries (LLDC). 
of which per capita gross national income is less than 2 USD a 
day, the literacy rate is less than 50 percent, and infant mor- 
tality is more than one of six. As DEFTA expands into emerg- 
ing markets, Mr. Hara has identified specific criteria that are 
deemed to be integral to the success of this initiative. 
Perceiving location to be a vital element of his endeavor, Mr. 
Hara focused his attention on politically stable regions void of 
sectarian conflicts with a large population base (typically 
greater than 20  million). (In his view, this would yield opti- 
mum results because DEFTA's technologcal efforts would 
benefit a large percentage of the world's population). 

Given the criteria outlined, Bangladesh appeared to be an 
ideal location to launch DEFTA's first enterprise to use mod- 
ern technology in an emerging market. The country has the 
eighth largest population in the world with roughly 150 mil- 
lion people, a 50 percent literacy rate, and per capita GDP of 
approximately 400 USD. Additionally, Bangladesh was expe- 
riencing a current account surplus and has maintained a sta- 
ble economy that was growing at 5-6 percent a year. The coun- 
try's high population density was advantageous to the roll-out 
of the network infrastructure. 

In addition, there was the Bangladeshi intanghle: that the 
country was undergoing dramatic transformation that had not 
yet appeared in the "statistics". Over 15 million micro-credit 
borrowers, each of whom were small entrepreneurs or busi- 
ness operators i n  their own right, and the growth of the gar- 
ment business had transformed the country into one that 
never sleeps-constant economic activity is a hallmark of the 
Bangladesh of today, a characteristic duly noted during proj - 
ect feasibility investigation. 

Another key element that contributed to Mr. Hara's deci- 
sion to launch in  Bangladesh was his encounter with 
Bangladeshi-American entrepreneur Khalid Quadir. Mr. 
Quadir's entrepreneurial spirit, tenacity, and enthusiasm 
coincided nicely with Mr. Hara's vision to transform the 
country through the internet-to connect the village with the 
city, the school to a remote learning center, the farmer to a 
national market, the urban worker to his relatives at home and 
abroad, the household to the community, the local business to 
its global customer. 

Critical partnership 

T H K  B A N G L A D E S H  B R A C N E T  PROJECT focuses onthedeploy- 
nicnt of WIMAX, a next generation wireless infrastructure tech- 
nolog that enables low cost broadband communications. 

DEFTA realized that the entire country could be covered 
with access points at a capital cost in the range of $10 mdlion, 
versus the 25-50 percent higher cost of rolling out a cellular or 
fixed line network. The ultimate goal of the Bangladeshi proj - 

ect was to use this new technology to increase literacy and 
enhance education and health care. Establishing the core 
partnerships of the project was critical. DEFTA needed core 
local partners to better understand the country's current 
communication position. The consortium of partners was 
brought together for technology, investment, and general 
management. 

More importantly, DEFTA created a joint venture with 
BRAC, one of the world's largest social development organiza- 
tions based in Bangladesh, to form bracNet, for bracNet, a 
jointly held company for the express purpose of connecting 
the country. DEFTA and BRAC shared a common vision that a 
sustainable business could be built on the premise of provid- 
ing connectivity services to the underserved in Bangladesh. 

BRAC's core NCO activities focus on lending to the less for- 
tunate or providing micro-credit, and currently it lends to over 
5 million borrowers and has achieved a repayment rate in 
excess of 99 percent. BRAC also has first-hand experience in 
Bangladesh's education and health care systems; it operates 
52.000 schools in the country and provides essential health 
care coverage to 31 million people through its 68,000 volun- 
teers. BRAC also operates a number of "for-profit" enterprises 
in retail, dairy, printing, banking, seed processing and other 
commercial operations that support its clientele. Commercial 
operation profits are re-invested into further growth of its 
NCO operations. By partnering with a local organization like 
BRAC, bracNet benefits from having access to local resources 
and contacts, long-term experience with Bangladeshi educa- 
tion and health care, and a comprehensive understanding of 
the domestic landscape and regional challenges. 

Mr. Hara and BRAC's shared vision and alignment of inter- 
ests has meant that the company bracNet could be effectively 
run on a joint venture basis. BRAC appointed the Chairman, 
Muyeed Chowdhury, one of Bangladesh's most distinguished 
civil servants, former Advisor to the 2001 Caretaker 
Government and then Executive Director of BRAC, while 
DEFTA appointed its core management team and board mem- 
bers. DEFTA has arranged with BAAC to share the ownership of 
bracNet; BRAC currently owns 40 percent of the company and 
DEFTA Partners owns 60 percent of it. 

Implementation strategy 

B R A C N E T ' S  U L T I M A T E  G O A L  is to be the largest wireless IP- 
based communications company in Bangladesh by 2010. In 
order to achieve this. the company is utilizing cutting edge 
technology and following a disciplined strategic path for 
building an integrated, solutions oriented business for the 
country. The initial year of operation was spent on testing the 
relatively new WlMAX based network technology and rolling 
out network coverage in major urban areas of the country. 
Currently the company is focused on building the network 
into Bangladesh's rural heartland. 

BRAC. DEFTA and the bracNet management team have 
created the strategy for building a national network However, 
the parties recognize that in a country like Bangladesh, there 
is a need for low cost communications, and content and appli- 
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cations which are suitable and relevant for the mainstream 
user. Accordingly, bracNet is developing a suite of communi- 
cations and content services that fit the needs of its low- 
income customers. Such services include IP-PBX which 
enables low cost voice communications technologies for large 
groups or communities, video services for security, education, 
health care and other technology programs such as classified 
ads and auction sites that enable the creation of "micro" 
national markets. 

With the development of these services bracNet can create a 
more lasting impact for Bangladeshi residents. Additionally, 
the company can leverage the DEFTA portfolio companies for 
advanced technology. For example, XVD, the most efficient 
real-time imaging compression engine, can be used for live 
video applications such as distance learning and health care 
applications. Using XVD, less bandwidth is needed for live 
video transmission, leading to lower cost applications. 
Fortinet, another DEFTA portfolio company, can provide 
advanced network security systems and devices. DEFTA's 
experience in developing and accessing technology, coupled 
with BRAC's brand and deep national roots, bracNet has a clear 
advantage towards achieving its objectives. 

Job creation 

A VITAL ASPECT of bracNet's s trateg is human resource 
development. In Bangladesh, as in many other developing 
economies, slulled personnel-whether in the technology or 
general business arena-are in high demand and are fairly 
scarce. To this end, bracNet has focused on recruiting the right 
people and providing a learning environment for technical 
training. DEFTA has been an integral part of the implementing 
this segment of the strategy, having conducted numerous train- 
ing sessions with the management and professional staff in the 
company. m i l e  advanced technology is only part of the way to a 
competitive edge, ultimately it is the human aspects of the com- 

pany-how bracNet treats and responds to 
the needs of its customers and partners that 
will determine its ultimate success. 
Ultimately, bracNet plans to increase it 
existing workforce of 2 0 0  local 
Bangladeshis to 3,000 by the year 2010. 

Prospective growth and 
sustainability 

BECAUSE D EFTA PARTNERS is comprised 
of an extensive international network of 
corporate partners, investors and advi- 
sors, it has created accountability and 
strong vested interest for multiple global 
players. Accordingly, it has drawn finan- 
cial interest from a variety of sources 
including Japanese, American, and 
European corporations, financial institu- 
tions, and foundations. In addition to 

financial capital, bracNet is also supported by 
a strong management team who shares in its vision of improv- 
ing the livelihood of Bangladeshi residents and ensuring sus- 
tainability of the project. 

Ultimately, prospective growth and sustainability are based 
on customer satisfaction and competitive advantage. The ini- 
tial year was spent assisting Bangladeshi companies of all sizes 
to connect to the internet; and through proper training and 
management of internet usage, each company's customer base 
using internet capabilities has tripled in the past year. From a 
competitive standpoint, DEFTA Partners' experience in 
developing technology has given bracNet an overwhelming 
advantage over other IT firms to establish a national network 
based exclusively on fiber-optic technology. Consequently, 
DEFTA optimizes its investment by avoiding the need and the 
high costs associated with building new infrastructure. 

bracNet recognizes the high costs associated with having 
access to internet connections. Consequently, the company 
has strategized on how to make the internet accessible to indi- 
viduals of all income levels. The bridging of this divide will be 
accomplished through a highly specialized network of distri- 
bution partners. One tier of the distribution will reach house- 
holds through local neighborhood access providers, typically 
run by an entrepreneur. These providers, known as bracNet 
Partners. are trained in connecting households and small 
businesses who cannot afford a full broadband connection at a 
nominal cost of USD 15-18 per month; the bracNet Partner 
will install a basic internet connection. 

A second channel of partnerships is focused on public 
access, particularly in rural areas. bracNet has developed a 
franchise of digital centers called "e-huts" to cater to local 
communities, enabling individuals and small businesses to 
access the internet from the center for less than 50 cents. 
Additionally, bracNet is offering computer training certifica- 
tion programs in most of these rural settings. The centers also 
provide other digital tools that are typically used in conjunc- 
tion with the internet such as copiers, scanners, and digital 
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cameras. The recently initiated program 
has twelve such digital centers today and 
the goal is to develop several hundred of 
these centers in the next 12-18 months. 

A third indirect channel to the end user 
will be the education sector. BRAC has 
over 52,000 schools that educate 1.5 mil- 
lion students. bracNet has already con- 
nected several schools in the Dhaka metro 
area with the internet, and has a detailed 
plan to serve a l l  of the remaining schools 
in the near future, bracNet will face ongo- 
ing challenges as internet connections 
within schools require a more powerful 
infrastructure. bracNet will be working 
with the public and private sectors to 
develop a long-term plan to improve cur- 
rent standards. 

DEFTA Partners' global presence has 
saved Bangladesh over $500 million in 
capital investments. By 2009, bracNet is 
expected to earn $60 million in revenue, 
with approximately $17 million in pure 
profit. 

Scalability and global 
application 

corporations, long-term business plans 
involve expanding overseas, and Mr. Hara 
believes hie company needs to follow suit 
in order to remain competitive. To this 

Lhdar-. end, Mr. Hara has satisfied his sharehold- 
ers by sharing with them the profit poten- 
tial and business opportunities in 
Bangladesh and other developing coun- 
tries. The Bangladesh project sho~vs strong 
promise asdemonstrated by its growth and 
stable returns. DEFTA Partners has truly 
acheved a "double bottom linev-a win for 
its investors and a win for the count~y- 
through its work with bracNet. It also rep- 
resents an innovative model for economic 
development-bottom line orientation to 
achieving sustainability, profitability and 
social responsibility-and a marked 
departure from 'grant" oriented projects. 
DEFTA Partners is looking to expand its 
project work to other developing countries 
in  order to maximize company profits 
while reducing poverty globally. A 

DEFTA Partners Group www.deftapartners.com 
Alliance Forum www.allianceforum.org 

George Hara is Group Chairman and CEO. DEFTA Partners; 
Prime Minister's Government Special Commissioner on Tax Reform; 
Special Advisor, Ministry of Finance; Ambassador, IIMSAM Permanent 

DEFTA'S LONG-TERM VISION is to use the experience in 
Observer Mission to the United Nations Economic and Social Council; 

Bangladesh to apply a similar model to other developing 
WAFUNIF Representative Ambassador. 

countries lacking broadband connection. DEFTA Partners is 
already planning its second phase in determining the next Endnote 

project. A number have interest in 2003 WSlS (UN World Summit on the Information Society) symposium in 

poverty within their respective countries. At 
I developing new communication systems to help alleviate Switzerland 

the ASEAN meeting in June, 2007. CLMV 
(Cambodia, Laos, Myanmar, and Vietnam) 
representatives were enthusiastic in deploy- 
ing the application in their regions. 
Additionally, countries in  the Caribbean and 
African regions have also expressed their 
interest in implementing this technology to 
improve local infrastructure. DEFTA Partners 
has tested its model and its ability to be repli- 
cated within new environments; as a result, 
DEFTA Partners is prepared to start deploying 
similar technology in other countries. 

T h e  double bottom line: 
Incentive, opportunity, 
alliance 

S H A R E H O L D E R S  HAVE Q U E S T I O N E D  DEFTA 
Partners' recent interest in developing coun- 
tries, and whether it is in the best interest of I 
the company, or whether the new initiative 
maximizes shareholder value. As with most 

bmcla Chalnnen Mqssd Cbuwdhuy (center), Stan Lkai, md Taku Furulrara at D E n A  
and ROM Blombsrl. bncla COO md Staff. I 
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Lessons learned 

0 NE K E Y  L E S S O N  from this project shows that health and non 
health-related organizations and individuals can be motivat- 
ed to participate in health-related social responsibility activ- 
ities. In presenting an effective proposal to a prospective SR 
partner, it is essential for the partner to understand that the 
partnership is mutually advantageous. 

The impact ofTakaniol's SR activities has been enhanced by 
its relevance to the various components of the Takamol inte- 
grated model, which provides a mutually-reinforcing structure 
for SR at the community, governorate, and national level. 

Stakeholder benefits 

T H E  T A K A M O L  P R O J E C T  has mediated a range of successful 
health partnerships in Egypt. In these partnerships, each 
stakeholder reaps benefits. For example. in the case of 
Barclays Bank Egypt, the people of the urban poor area have 
benefited from a clean, well equipped clinic that provides 
quality care. 

Meanwhile, Barclays has benefited through its exposure to 
new potential clients, through contributions that have been 
efficiently and effectively used and had measurable impact. In 
addition it has an enhanced reputation as a socially responsi- 
ble business. 

Everybody wins! 

T H E  V A L U E  C R E A T E D  for all parties when social responsibil- 
ity programs are implemented is enormous. The Takamol 
project has successfully started a trend that an increasing 
number of businesses and individuals are now following. At a 
recent CSR conference in Cairo, Barclays Bank Egypt's 
Finance Director made it very clear why his organization 
became involved in CSR with the Takamol project; and why 
others should also. In summarizing he simply stated, "because 
everybody wins! " ‘-&I 

- -- 
Andy Cole is  Report ing and Documentat ion Specialist of Takamol 

Project. 

Mohamed Af i f i  i s  Monitoring. Evaluation a n d  Report ing Team Leader 

o f  Takamol Project. 

Reem Salah i s  Corporate Social Responsibil ity Specialist of Takamol 

Project. 
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The views expressed in th is  art ic le are entirely personal and should 
no t  b e  attr ibuted t o  any o f  t he  Inst i tut ions w i t h  which t he  authors are 
associated. A version of th is  art ic le was presented for t he  f i rs t  t i m e  
a t  t he  NGO Global Executive Forum a t  Talloires, France on  May 29, 
2006. 

The support  provided by  Annie Duf lo  and Russel Stevenage of IFMR 
and  Diviya Wahi, Shi lpa Deshpande, a n d  Anant  Na tu  f r om lC lCl  Bank 
is gratefully acknowledged. 
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Endnotes 

In 1996 Cashpor Financial and Technical Servrces began providing mlcro- 
credit in the Mirzapur District of Uttar Pradesh. For more details refer to 
www.fao.org/DOCREP/O04/AC 154VAC154EO3.htrn. 

Centre for Mlcro Finance at IFMR in Chennai, lndia (www.ifmr.ac.in/cmf) 
is engaged in the task of researching this carefully. Data on the lnd~an rnlcro 
finance market are hard to come by. One estimate puts the demand for these 
basic micro-loans wlth an average size of no more than USD 200  per loan at 
over USD 20 billion annually ~n India with close to 100  million households 
without access to these loans. 

See Ananth (2005), Harper et al (2006) and Reserve Bank of India, 
Report of the Internal Group to Examine Issues Relating to Rural Credit 
(2005). 

lClCl Bank has recently tied up with three venture capital funds to extend 
seed capital to start-up microfinance institutions. These three funds 
include,Bellwether Microfinance Fund (www.bellwetherfund.com), Avishkar- 
Goodwell Fund (www.aav~shkaar.org), and Lok Capital fund 
(www.lokcapital.com). 

One such example is the partnership between lClCl Bank and Spandana, 
where~n, w ~ t h  the help of the Bank, Spandana negotiated with d~fferent cat- 
tle-feed companies for improving the yield of buffaloes and therefore the 
income of poor households. For more details refer 
http:N1fmr.ac.inlcmfr/newsletter/CMF-EOMF-O1.pdf. 

IFMR has set up the Small Enterprise Finance Centre (SEFC) 
(www.ifmr.ac.inlsefc) to overcome the limited and untimely access to finance 
for SMEs. 
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KNOWLEDGE RESOURCES 

NEXTBILLION.NET is a website 
and blog about how business 
drives positive social and 
environmental change in low- 
income communities. It serves 
as a discussion forum, 

networking. space and knowledge base for individuals and 
organizations interested in the "next billionn-the next 
billion people to rise from the base of the economic 
pyramid (BOP), and the next billion in profits for 
businesses that strive to fill market gaps by integrating the 
BOP into healthy economies. Its goal is to promote the 
development and implementation of business strategies 
that open opportunities and improve qualiq of life for the 
world's 4 billion low-income producers and consumers. 
http://www.nextbillion.net/resourcesllinks 

I C THE PRIVATE SECTOR 
DEVELOPMENT BLOG 
(PSD Blog) gathers together 

- ---".- - - ----. - 
--I-- 5.- about the role of private - &?&G:=??T- F - enterprise in fighting poverty. 

The blog is informal and 
represents the quirks and opinions of the bloggers. 
http:llpsdblog.worldbank.org/psdblog/ 

THE INTER-AMERICAN 
DEVELOPMENT BANK 
(IADB), also known as 
Banco Interamericano de 
Desarrollo (BID), is a 
multilateral development 
Bank that comprises forty- 
six-members and was 

established on December 30: 1959. to promote economic 
and social development in Latin America. The Bank 
recently developed a new web portal on "Opportunities for 
the Majority" which applies sustainable, market-based 
strategies to bring the benefits of economic and social 
development to the majority of the population of Latin 
America and the Caribbean. 
www.iadb.org/oml 

THE SNV-NETHERLANDS 
DEVELOPMENT 

...-.-- -- ----.. -. , --- ORGANIZATION, with more than 
--+- --- four decades on-the-ground 
I L  .--- ---- ---.-- --- -.--- experience, helps people 
---- --- overcome poverty in developing --- 

countries worldwide. SN\I 
provides strategic advisory, knowledge and advocacy support 

through 900 technical advisors and 90 offices in 33 
developing countries to more than 1,800 public, private and 
social sector organizations in Africa, Asia, the Balkans and 
Latin America to accelerate, scale and sustain their fight 
against poverty and inequity. 
www.inclusivebusiness.org, developed in partnership with the 

World Business Council on Sustainable Development (WBCSD). 

www.snvla.org 

THE CSR INITIATIVE 
at Harvard's John F. 
Kennedy School of 
Government is a multi- 

1 disciplinary, multi- 
stakeholder program that 

seeks to study and enhance the public role of private 
enterprise, with a focus on business and global 
development. Under the direction of Faculty Chair John 
Ruggie and Director Jane Nelson, the Initiative undertakes 
research, education, and outreach activities that aim to 
bridge theory and practice, build leadership skills, and 
support constructive dialogue and collaboration among 
different sectors. 
www.hks.harvard.edu/m-rcbglCSRI 

INFODEV works to promote 
better understanding and 
effective use of information 
and communication 
technologies (ICTs) as tools 
of poverty reduction and 
broad-based, sustainable 

development. infoDev's work focuses on three main 
themes: Access for 41;  Mainstreaming ICT; and 
Innovation, Entrepreneurship & Growth. 
http://www.infodev.orglenlindex.htmI 

THE EGYPTIAN INSTITUTE 
OF DIRECTORS (ElOD) 
was established in zoo3 as the 
first institute focusing on cor- 
porate governance in the Arab 
region. It aims to spread aware- 
ness and to improve good cor- 
porate governance practices in 

Egypt, the Middle East, and North Africa (MENA region). 
The activities of the EIoD are targeted at directors, key execu- 
tives, shareholders, and other stakeholders of corporations. 
financial institutions, as well as state-owned enterprises. 
www.eiod.org 
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inWEnt-Capacity Building 
International, Germany, is a 
non-profit organization with 
worldwide operations 
dedicated to human resource 
development, advanced 

training, and dialogue. Its capacity building programs are 
directed at experts and executives from politics, 
administration, the business community, and civil society. 
It is commissioned by the German federal government to 
assist with the implementation of the Millennium 
Development Goals of the United Nations. In addition, it 
provides the German business sector with support for 
public private partnership projects. Through exchange 
programs, I n W n t  also offers young people from Germany 
the opportunity to gain professional experience abroad. 
http:llwww.inwent.orgl 

~ - 7 SCOJO FOUNDATION is a 
social enterprise that takes 
a market-based approach to 
the distribution of reading 

_ s  glasses, an essential an 4 affordable product that is 
currently not available to 

the rural poor of the developing world. Scojo Foundation 
creates local, permanent, and financially viable systems to 
solve this global market failure. 
www.scojofoundation.org 

KNOWLEDGE R E S O U R C E S  

I 
Building, Resource Efficiency (Energy and Water), Reuse 
and Recycling, Carbon Management, Healthy Consumer 
Lifestyles. 
http:lleq-cap.com 

THE BLENDED VALUE 
PROPOSITION states that all 

------ organizations, whether for- 

profit or not, create value that 
consists of economic, social 
and environmental value 
components-and that 

investors (whether market-rate, charitable or some mix of 
the two) simultaneously generate all three forms of value 
through providing capital to organizations. The outcome of 
all this activity is value creation and that value is itself non- 
divisible and, therefore, a blend of these three elements. 
www.blendedvalue.org 

EQUILIBRIUM CAPITAL 
GROUP, LLC is an investment 
firm committed to funding 
and growing leading 
companies in the area of 
sustainability. The company 
plans to invest i n  privately 

held, growth-stage companies with an emphasis on: Green 

THECENTER FOR 
SUSTAINABLE GLOBAL 
ENTERPRISE views solutions 
to environmental and social 
problems as business 
opportunities, not a cost of 
doing business. We frame the 

solutions to these complex issues as new business growth 
rooted in innovation and enterprise development. We 
maintain a global network engaged in collaborative research 
and field work focused on strategy formulation and 
implementation in two domains: sustainable innovation 
and base of the pyramid enterprise development. 
www.johnson.cornell.edu 

ASHOKA strives to shape a 
global, entrepreneurial, 
competitive citizen sector: one 
that allows social 
entrepreneurs to thrive and 
enables the world's citizens to 
think and act as chawemakers. " 

Ashoka envisions a world where Everyone is a 
Changemaker: a world that responds quickly and 
effectively to social challenges, and where each individual 
has the freedom, confidence and societal support to 
address any social problem and drive change. 
www.ashoka.org 

- I .- ,plQt I The EGADE eraduate 
0 

business school of 
Mexico's Monterrey Tec 
Institute has convened a 
multi-disciplinary team 
of investigators and 

industrial experts to identify and develop opportunities 
Base of the Pyramid (BOP) markets. 
www.itesm.edu 

GREENBIZ.COM is the leading online news and informa- 
tion resource on how to align environmental responsibili- 
ty with business success. It offers more than 8,000 
resources, including daily news and feature stories, 
reports, checklists, case studies, and links to organiza- 
tions, technical assistance programs, government 
agencies, and recognition programs. Its free e-newsletter. 
www.greenetworldmedia.com 
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BUSINESS SOLUTIONS FOR THE + issues high on the international development agenda: 
GLOBAL POOR: CREATING SOCIAL climate change and corruption. The report includes 
AND ECONOMIC VALUE, background analysis of the issues discussed during the 
Rangan, V: Kasturi, John A. Quelch, Forum, viewpoints of the plenary session experts and 
&two Herrem, and Brooke Barton, working group participants as well as extracts from the 
John W J t y & h ,  h.. 2W. blog which provided regular Forum updates. 
Baaed on research presented at The 
Hamard Bueints School's frrst-ever INCLUSIVE BUSINESS: PROFITABLE 
conference on bueiaess approaches BUSINESS FOR SUCCESSFUL 

to poverty alleviation. Bhsiners Solutions for the Globad Poor DEVELOPMENT, World Business 
brings together perspectives from leading academics and Cou.ncilfor Sustainable Development 
corporate, non-profit and public sector managers. The WBCSD) and SWNetherlands 
contributors draw on practical and dynamic how-to Development Organization, 2008. 
insights from leading BOP ventures from more than The Alliance between SNV and the 
twenty countries world-wide. This important volume WBCSD gave birth to a new way to 
reflects poverty's multi-faceted nature and a broad range overcome poverty: Inclusive Business. 
of actors-multinational and local businesses, Find out how the model works and its 
entrepreneurs, civil society organizations and first success stories in Latin America. 
governments-that play a role in its alleviation. 

BUILDING UCIKAGE5 HM 
THE NEXT 4 BILLION: MARKET COMPETITlVE UID RESPONSIBL. 
SJE AND BUSINESS STRATEGY ENTR1EPRENEURS~: INNOVATIVE 
AT THE BASE O f  THE PYRANYD, PARTNEftSHIPS TO FOSTER SMALL 
'Ihe Internahnal Fmnce Corporneion ENTERPRISE, PROMOTE ECONOMC 
a d  World Resources Institute, 2007. GROWTH AND REDUCE POVERTY 
This report, based on unique access a- ,- -- IN DEVELOPING COUNTRIES, 
to the household income and Jane Nelson, 2007. 
consumption surveys of developing Improving the access of small 
and transition countries, offers a new enterprises to finance, skills, technology, information, 

perspective on low-income communities worldwide. responsible business practices, legal rights, and markets 
Drawing on income data from 110 countries and is critical to economic growth and therefore to poverty 
standardized expenditure data from 36 countries across the alleviation. This report analyses different models of 
globe, R e  Next 4 Billion is an important first look at the public-private partnership and collective corporate action 
market opportunity at the BOP. The analysis for the first that support competitive and responsible small enterprise 
time provides a quantitative assessment and development, making recommendations for increasing 
characterization of BOP marketa, by country and sector. their scale and effectiveness. 

BUSINESS ENGAGEMENT FOR OUTSIDERS?, Inter-American 
GOVERNANCE, InWEntgCrnbH. Development Bank, 2007. 
Capacitylnterna.tiona1, Gennany, Who are the millions of people in 
World Bank Institute, 2008. Latin America and the Caribbean 

1-1- The 12th International Business who have suffered economic and 
V . - - b l  Forum (IBF), organized by I n m n t -  social exclusion? How do factors 

Capacity Building International and such as gender and race influence 
by the World Bank Institute, brought erchaion? Why is inequality 
together over 300 participants from - growing? These and many other 
the private sector, government, civil questions are answered in the IDB's 

society and multilateral agencies worldwide to debate 2008 Report on Economic and Social Progress, which 
business engagement for improved governance in relation offers a detailed description of new forms of exclusion in 
to today's pressing global challenges. Under the the region and the danger they present to social cohesion 
overarching theme of the Millennium Development Goals and democracy. 
(MDGs) the 12th Forum dealt in more depth with two 6 
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CAPITALISM AT THE CROSSROADS, 
Stuart L. Hart, Wharton School Publishing, 

AT THE 
2 edition (July 28,2007). 

$ &  insights into the nature of this 
contextual shift in this updated edit~on 

of Capitalism at the Crossroads. 

i DOING BUSINESS WITH 
THE POOR-A FIELD GUIDE, 
World Business Council for Sustainable 
Development, 2004. 
This report applies some basic 
business questions to SL business 

' I projects. It shows how leading 
companies are answering them and 

innovating to overcome the barriers to doing business in this 
new territory. Questions include: What are the motivations? 
Do we understand the real needs of the markets? Do we have 
the right productlservice to offer? How do we finance the 
investment? How do we ensure that there is demand for our 
product/service? How do we ensure that our customers can 
afford it? How do we reach our customers? How do we collect 
revenues? And how do we scale up or replicate? 

EXPANDING ECONOMIC 
OPPORTUNITY: THE ROLE OF 
LARGE FIRMS, Bethlenkins, 2007. 
As Milton Friedman might say, "the 
business of business is businessm- 
and this is exactly what gves firms 
the capability and credibility to 
expand economic opportunity in 
developing countries. This report, 

drawing on the results of eight industry-specific reports in 
the same series, identifies four key strategies companies 
use to expand economic opportunity: creating inclusive 
business models, developing human capital, building 
institutional capacity, and shaping public policy. 

THE EXECUTIVE, Egyptian Institute 
of Directors. 2008. 
"The Executive" is a quarterly business 
magazine issued by the Egyptian 
Institute of Directors (EIoD). The EIoD 
is an affiliated entity in the Ministry of 
Investment working on corporate 
governance and corporate social 

responsibility issues in Egypt and the MENA region. 

I B O O K S H E L F  

SAUDI COMPANIES AND SOCIAL 
RESPONSIBILITY, Tamkeen 
Development and Management 
Consulting. Jeddah, SaudiArabia. 2007. 

I I 
The work presented in this report 
highlights some of the key 
challenges and ways forward for 
Saudi Arabia corporate social 
responsibility for it to be an 

effective driver for the long-term sustainable 
development of the Kmgdom. The report emphasizes 
the need for more creative frameworks and ideas that 
help companies identify, prioritize and address the 
social and environmental issues that matter most, 
and where the private sector can make the biggest 
impact individually and/or in partnerships with the 
public sector. 

r MOVING OUT OF POVERTY 
(VOLUME 11: Cross-disciplinary 
Perspectives on Mobility, Edited by 
Deepa Narayan and Patti Petesch, Palgrave 
Macmillan and The World Bank, 2007. 
This book brings together the latest 
thinking about poverty dynamics from 

- diverse analytic traditions. While 
covering a vast body of conceptual and 

empirical knowledge about economic and social mobility. 
it takes the reader on compelling journeys of 
multigenerational accounts of three villages in Kanartaka, 
India, twelve years in the life of a street child in Burkina 
Faso, and much more. Leading development practitioners 
and scholars from the fields of anthropology, economics, 
political science, and sociology critically examine the 
literature from their disciplines and contribute new 
frameworks and evidence from their own works. 

THE ARAB ECONOMIES I N  A 
CHANGING WORLD, byMarcus Noland 
and Howard Pack. Peterson Insatute, 2007. 
This book examines the economics of 
the Middle East, with the aim of 
identifying changes to economic policy 
that could address at least the economic 
component of the challenges facing this 
part of the globe. The authors analyze 

the interaction of trade, productivity growth, and the 
political difficulties that may ensue as these countries 
move towards greater openness. Relevant comparisons are 
drawn from the experience of the transition economies 
and India on potentially successful policies and those 
likely to exacerbate existing problems. 
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I C A L E N D A R  I 

1 JUNE 2008 

INSME 2008 Annual Meeting: Encouraging 
SME Innovation and Growth, Increasing 
Capital Access through Public -Private 
Partnership 
Guangzhou, China 
www.nextbillion.net/event 

9-1 1 The Annual Bank Conference on Development 
Economics (ABCDE) 
Cape Town, South Africa 
http://web.worldbank.org/ 

19-21 XXII Annual Conference of the European 
Society for Population Economics 
London. UK 
www.econ.ucl.ac.uWespezoo8/ 

JULY 2008 

7-9 Knowledge for Growth: European Strategies 
in the Global Economies 
Toulouse, France 
www.knowledge-conference-francem8.e~ 

13-25 Making Markets Work 
(two-i.eek training program) 
Glasgow, U K  

SEPTEMBER 2008 

3-5 World Agricultural Forum: 2008 African 
Congress 
Kampala, Uganda 
wafstl@stlrcga.org 
http://~v.worldagfomm.org/index.php?section= i 

15-26 Achieving the Millennium Development Goals: 
Poverty Reduction. Reproductive Health and 
Health Sector Reform (Global Course) 
Bangkok, Thailand 
Michel le  Morr is ,  mmorr is l@wor ldbank.org 
http://web.worldbank.org/ 

OCTOBER 2008 

11-13 Annual Meetin s of the International Monetary 
Fund and the Goodd Bank Washington, DC 
www.imf.org 

D E V E L O P M E N T  

Outreach Subscription Order Form 
SUBSCRIBERS FROM DEVELOPING 
COUNTRIES WILL CONTINUE TO RECEIVE 
THE MAGAZINE FREE OF CHARGE. 

SUBSCRIPTION FEE APPLIES TO READERS 
I N  THE FOLLOWING DEVELOPED COUNTRIES: 

Australia, Austria, Belgium, Canada, Denmark, 
Finland, France. Germany, Greece, Iceland, 
Ireland, Italy, Japan, Kuwait, Luxembourg, 
Monaco, Netherlands, New Zealand, Norway, 
Oman, Portugal, Spain, Sweden, Switzerland, 
United Arab Emirates, Un~ ted  Klngdom, United 
States, and Vatican City. 

Please print or type all infomatiof 

I$ YES, sign me up for 
Development Outreach 
for 2008 for just $18 
(three issues per 
calendar year, 
January-Decem ber) 

NAME 

TITLE 

ORGANIZATION 

ADDRESS 

CITY AND STATE OR PROVINCE 

COUNTRY 

ZIP I POSTAL CODE 

PHONE 

FAX 

E-MAIL 

Please do not send cash. Make checks payable to Development OUTREACHIWBI. 
0 Check no. i n  the amount of $ is enclosed. 

Mail order to: 

Editor, Development OUTREACH 
The World Bank 
1818 H Street, NW, Room J4-108 
Washington, DC 20433 USA 
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A JOINT EFFORT WITH BUSINESS, NGOs, AND MULTILATERAL5 

The private sector is getting more proactive in fighting corruption. 

This Guide is designed to help companies meet and overcome the 
legal, competitive, economic, and ethical challenges posed by 
corruption as they do business around the world. 

See the Guide and supporting resources at 

The Guide was created in a joint effort of the World Bank Institute, the United Nations 
Global Compact, the Center for International Private Enterprise (USA), Transparency 
International USA, the Global Advice Network (Denmark), Grant Thornton, and Siemens. 

I resources on 

Foreign Direct 

1 Investment 

Your fiee one-stop shop Cr  investment information in 
over 160 countries and 3 0  sectors: I 

Investment opportunities 
D Policy and legislation 

Sources o f  finance 
Sector updates 
Who's who 

I 
a Customized e-alerts 

News and events 
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1 1  . 
Executive Development Program - 

1 I 

r l  

Inclusive and Sustainable Business: 
Creating Markets with the Poiir - .  - ,  

A unique Executive Development Program 

sponsored by the World Bank Croup offers 

company managers working in emerging markets 

insights to build corporate strategies that fight 

poverty while delivering profits. Learn how to 

create business opportunities among the billions 

who are joining the market economy for the first time. 

Customized versions of the program are now being 

developed for various sectors and regions. 

For information on upcoming program deliveries: 

www.wor1dban k.orglwbi/edp 

THE WORLD BANK WORLD B A N K  I N S T I T U T E  
Promoting knowledge and learning lor a better world 


