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What i1s BOP Business?
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Targets the poor in developing countries for both higher
living standard for the poor and corporate earnings.
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Requires a business model where companies provide
solutions to precisely capture needs of the poor and meet
them at a low price. While conventional charities often fail
with cash shortage and change in political platform, the

—.BOP.buUsINess.scheme-is_economically.self-sufficient, and .
thus sustainable.
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Relationship between BOP and CSR
(— %972 2 ) (Regular perception)

(BOPEL R AN EZEMA =% Z 55 ) (BOP-based perception)
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Current situation of BOP (1) Huge population

AB(BAA)
— N\ - AERT U A Population (million)
CRRIVEEE NEl)
Annual income per capita
(USD :purchasing power parity)
4,000

<$1,500 Tier 4

Sotirce:C K Prahalad and Stuart Hart, 2002™“The Future*atthe bottom of the=pyramid™
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Current Situation of BOP (2) Poverty Penalty

AR F 594 DHI(Examples at Daravi city in India)

[tem Daravi Waden Road | P. P.
Ak & (FEF)) 600~ 1,000% 12~18%| 53
Finance (interest/y)
BRFLK (/m) $1.12 $0.03| 37
Drinkable Water(/m)
HEE =) $0.04~$0.05 $0.03| 1.8
Calling rate (/min)
THFIBE $20 $2| 10
Remedy for diarrhea
K(/kg) $0.28 $0.24| 1.2
Rice(/kg)

Source)C. K. Prahalad and Allen Hammond, “Serving the World Poor Profitably”
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BOP as an attractive market

B = Background:

S EE TS O MR EE

Saturated market of developed countries

- NOREEAOEMEE

Size of population and population growth rate
AR

Economic growth rate
-HEFEANOLLEDSS

High rate of younger generation
FEERMTDZANDIREE etc.
Aggressive acceptance of developed technologies etc.
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Scojo’s Reading Glassés Business (1)
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While Scojo Vision supplies high-end glasses to developed
countries, it provides low-end glasses to India, Bangladesh,
Guatemala and Mexico(Cost $1, Price $3).
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1.6 bil third world residents need glasses, but less than 5% have
access to affordable option (Scojo estimate).

BB I EMICRRERIFITRRARICE LT S—7, REEE
S {7FARERZFE U =M= EhiZ D WA O KX (The Economist
Jan.13,’07)

Governments are preoccupied with life-threatening maladies and

~—urban-optical-shop-are inclined to-selhigh=end-glasses:=>¥Fhe—=

failure of both government and market(The Economist Jan.13,’07)
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Scojo’s Reading Glasses Business (2)

BOPTH. fRANFTRIZEHFLLTLEENZLY,
In BOP, there are many types of job, which can not be
sufficiently carried out if your sight is not enough.
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Scojo’s Reading Glasses Business (3)
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ScojottDE Y 2AET I
Scojo*i ®’® » Local @ > BOP
Entrepreneurs

DOBOPTHIGEDEERD I -5 (77F14R)
Training of local entrepreneurs in BOP market (franchising)
QA -®E DA M EEFISLIZH L | ENFEHE$2
Unit cost including producing and delivery=$1. Wholesale
price =$2)
BRetail price = $3
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Scojo’s Reading Glasses Business (4)

Scojott MBOPL'Y 2 A7°5Y
Scojo’s BOP business plan

CNFETORFTHIISS, 2010FF TIZ BH.2016FFTICIFA
D ERFEETE

Sold 50,000 pairs. Estimated sales of 1 mil by 2010 and 10 mil
by 2016.

EDOIZ, AN DRFINFTEE, 12N — ANV E | 58S
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Building partnership with large companies with strong sales

channel and strong marketing capacity, including Uniliver, an
Indian major retailer, and Indian Tobacco.
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/”" Micro Finance Projéct of HP in Uganda

*3DDMFI(R1IR774 T AMEE) RUNGOLEMEL . N/AYh- 70y T
JMERLR (C04/1),

Launched a pilot project cooperating with three micro
finance institute (MFI) and NGO in Jan., 2004

RTSGEIRRFVATL) EWLVSEFIRRZFFHFE,
Developed the mobile terminal called RTS (remote

transaction system).
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1. 49774 FVADFIAEBIEZIFHANC MAERTRE), BEFE
FIXSEA (RS . TROKEEISER,
Number of users of micro finance is about 90M as of the
end of ’04. The number of potential users is estimated at
500M (World Bank). HP gives great attention to the
potentiality.

2. AEEFEREZET (USAID LD EEER i

Financial backup by USAID
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GSK Bio’s Sales Strategy of Rotavirus

na94 W ADT)FUES)] ﬁ%ﬁ%tﬂﬁﬂw)?{ L X RICEEL .
MV THEADERTTEFRIEREE, LR, 7V 7. BRI, KE D
IBIZZ A,

GSK Bio conducted clinical tests of rotavirus on children
In Latin America and filed its first application for sales
permission in Mexico. Thereafter, it was entering Asian,

European and then U. S. markets

A=)

1. &EF| 2 55EER Low-margin high turnover strategy
2 K ATE$r Technology evolution

3. V7 T hhiETEH R E R DR Support from Global
—Allance for\Vaccines and_lmmunization
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: Common Points in BOP
1) MTEOBEREREEZRAAT - >

2 RS A = BOPThiZIZ{EED
New entry expecting L
potential growth of the % )thBf%Q)'}Z?
developing countries’ Risks associated
e with a company’s

(2) FI;:%_X [CIihA B mARE em Dark|ng on

Product development for BOP markets
meeting the market need

) BmAR/EREZDHYE
XIFHRSEFERHL)R) V1T FERYRIA DR

business operation or Risk :
above risks

o Sharing with _Co-investors

(4) t#%%%=EHM Collaboration
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/“Risks Associated with New Entfy in BOP Markets
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AR ER DR, 7759— Y-t AR DERILHE
Difficulty in establishment of distribution roots and
after service bases

- B35 - BR ST R ER AT RS OD fth 37 1h 0D 3R | HY 4~ BA
Unknown local licenses for production and sales
and other regulation

EREE-REDEL

Difficulty for grasping local needs

3

Differences of Iifestile and religion

FY By hiZaR AN —b -4 Z ETYRIER R
—Risk-mitigation-by collaberation-with-partners-who-are-

familiar with the target market

-
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Risks Associated with product Development
for BOP Markets

Z-R -9 B mEEDORE
Success and failure of products development to serve
the need

X RMIGZODHERICE>TFEGHBDOERIEDRE
Success and failure to realize affordable price for the
consumers in the target market

=1 ==

BB FEIANEVIT T DR EREHERT DT ETYRIER
‘Risk-mitigation by securing investors who-share the product

development cost
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Risks Associated with Business
Operation in BOP Markets

BHZBTRDEY 2AET W THA=8H. 84
TR R IZET HETIC H#Fﬁﬂh\h\b\éo

Takes much time to reach breakeven
point due to low-margin high turnover
business model

=

R FIEEIANEVITT OHER TR T HETYRIER

- Risk mitigation by securing investors who share the
business operation cost

Jlinl
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Major Hurdle for a New Entry in BOP
Markets

y 4

BOPTHiZIE. BE . £XIZEH-TELERMD T

Usually, BOP market is unknown one for
companies.

BOPEUARX[L. BE LYZRERURIZEREIANMNY

NE4f- . £EMBOHEFRREFE. VY-V T7LAHERK. ¥ 3
AN IF—ERIFEDEBEXBOBEDFED

H TIExALIZLLY,

It Is difficult to address BOP markets by the
usual ways of co-development, consortium or J/V

among private companies due to longer payout
—time in BOP markets than othermarkets.
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Small Private Finance in spite of Larae ODA (Japan)

ODA to Developing Countries and International Organizations
(US$M)
18,000
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Source: JBIC “International Cooperation Book”
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Major DAC Countries’ Tying Status of Bilateral ODA

FEDACE®D ZEHEODAD ALY AT15 R
Major DAC countries’ tying status of bilateral ODA
|
USA |
Canada |
France N | H Untied
o - | B Partial untied
ermany B [ Tied
Japan I
UK |
0% 50% 100%

Source: DAC Chairman’s report (2002). The data of'USA are those in1998
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Growing Ratio of Untied ODA and BOP Business

ODA7 44N e Dim#L Rationale of untied ODA

=tHRPNORE -TMGEEMM - -t ADFHZEZFIEE
NEODRWMEBIZEIRT S

Realization of effective ODA by procurement of good-
guality materials, equipment and services from the
global sources at reasonable price

= =
BmARE. ESXEEODERBEOTI-AITEESINTLVELY,
The above rationale does not predict cases of

collaboration between public and private sectors in terms
of product development.

=N

L BORE Y 2 A FE L= L LW ODARZRE DA Z .
Necessity of new type ODA assuming BOP business
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Low Utilization of International Organization Fund

Amount (US$M) Investment Ratio
7,000 30%
6,000 1 25% B [nvestment amount by
i the country’s nationals
5,000 L 2o0%
4,000 |
| 15%
3,000 | 1 Investment amount by
2 000 ﬂ | 10% IFC on projects in
J_l | 5 which the country’s
1,000 ” I—| % nationals participate
0 SR 0% Investment ratio
2 &
(S SHEEN

Source) IFC materials



REGFEFIFIFCEHEE

Donation by Non-profit Private

Organization

(USSM)

1000
6,000

1,000
0

S

Donation by Non-profit Private Fund
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Seurce=IBC*International Cooperation-Beok”
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Desirable Approach by Public Sector

BEHM - Y-t ADREEEORRBEXDEST. EOR
FEHFZODANEIRTSHM?

Can we realize effective ODA with limited range of
commitment by private sectors such as supply of
materials, equipment and services?

REEXICEOTIEANDEFHRNGEIIIMIMNRBRFEICE
NI ETIDIBERZRASAE,

We have to accelerate the establishment of model to utilize the
sustainable commitment to markets by private sectors for
economic development.
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Desirable Approach by Private Sector

E. EfE#HE. Z2EEEDOLT AL HBOPTHIGZGELH D =H D —
HLAEBWEI NI, B RIAWGRETSEADRED AT, FK
TEDREZIFET H_EITHEY M LY,

If we do not get any back-up to enter BOP market from either
nation, international entities or charitable foundations, we will
be left in the dust of Western companies in terms of investment
In potential growing markets.

BRHEREE Y 2ADMICWIin-WinDBEFRERYIL-E ALY 2R -ET I
DEFFEIEAIEETHAHEDRBHZTTFL . SN DEE /I ZER BRI
BYANGH L, RIANGRERBZEZ HINE,

Based on the recognition that development of the business model to
establish win-win relationship between poverty reduction and business is
possible, private sectors have to strengthen the basis for growth with

utilizing outside resources.




