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ABSTRACT

This study wants to investigate the process ofidiéin of Inclusive Businesses according to
the principles of the Bottom of the Pyramid (BORgdry. The rationale is to investigate whether
the Inclusive Business approach may lead to a neweypframework addressing Sustainability
needs and Human Development, at a global level.

Two diffusion-related variables were tested: theogyaphical replication of Inclusive
Business models and the presence of a supportstiguiional landscape. The study verified the
hypothesis through a qualitative analysis of twaon§ (geographical replication variable), sixteen
labs from the BOP Learning Lab Network (supportimgfitutional landscape variable) and ninety-
six case-studies of the UNDP Growing Inclusive Maskdatabase (both variables).

Results showed cultural, policy, regulatory and necoic barriers hampering the
geographical replication of BOP ventures. From itisitutional point of view, results showed a
poor integration of actors from the BOP within thegpporting institutions. Yet, two drivers to
diffuse the Inclusive Businesses emerged: migramivorks and sector-level organizations. Both
were investigated highlighting their potentialitiagelation to the research question.

Finally, open issues on the diffusion of InclusiBisiness models were presented,
explaining their contribution in advancing the staf the art of the BOP theory.

Keywords: Inclusive Business, BOP theory, development sigtainable development, business
diffusion, supporting institutional landscape.
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Introduction

“BOP marketing is subject to false positive becdises announce
their plans and success but not their failtires
(Ireland, 2008)

The goal of ensuring prosperity to poor peopla ermanent policy issue in the agenda of
different types of policy actors. Being it for reshg livelihoods hit by unexpected events (e.g
natural disasters) or to relieve a chronic situatibdeprivation, different subjects at nationad an
international level are engaged to address sudak At international level, almost every regional
or global institution has its own line of fundsdevolve resources to low-income communities or to
those endangered by environmental disasters. Sghnine civil society, at all levels, is more and
more receptive of the need to redress gross inpsthat penalizes vulnerable categories, such as
women, refugees or ethnic minorities. Governmestwell do their part, for example by signing
agreements to donate a given percentage of theimaa GDP to foreign development assistance,
as agreed in the Monterrey Consensus. Lastly, rbfe pector confirms its engagement supporting
philanthropic initiatives promoted by charitiesamrporate foundations. Much of this “good doers”
are motivated by humanitarian reasons, even thdoghting the most is no doubt a way to
increase the moral authority and credibility of sydilanthropic leaders, ultimately paying back in
terms of reputation and trust.

In addition to socially-oriented motivations, emmvimental needs adds other reasons for
pushing the international and national donor comigua support development and to sustain
growth where both are lacking. Ensuring a sustdékind of development leads the above



mentioned actors to consider ecosystems and biily@mong their beneficiaries, considering
their inextricable links to human livelihood.

In terms of defining a way to intervene in ordereverse conditions of unsustainable
development and poverty, different were the stiagegndertaken by experts of development aid to
shape a model, namely a shared approach of widat amd how to take action. Within the
development assistance arena, for instance, the Rasds Development Strategy was launched by
the International Labour Organizatfoio put employment and human needs (food, clothing,
housing, education, and public transportationhatdentre of pro-development initiatives. Different
from other approaches, Basic Need interventiormifiged ends in contrast to means, focusing
particularly on how to ensure the availability amhsumption of basic goods or services to poor
people. Another approach was the one theorizedrbgrfya Sen and called “Capability
Framework”, for which in addition to entitling humaights to everyone, pro-development efforts
had to strive for giving equal capabilities to ex@re, thus reifying the mere enjoyment of human
rights in terms of processes for responding to [Eepalue and choices (Sen, 1999; Sen, 2005).

As a parallel phenomenon, private companies iredin charity operations adopted
philanthropic strategies establishing corporateétations or boosting Corporate Social
Responsibility projects, whose goals were to pmsithe company as a socially-oriented actor
within its specific stakeholder community. This pbenenon responded to a mutual dependency
between firms and society that Porter and Krampta@xed by saying:Successful corporations
need a healthy society and at the same time anhyesdciety needs successful compdr{iesrter
and Kramer, 2006:83).

The involvement of the private sector (here rafigrto profit-driven actors such as SMEs,
multinational corporations and financial instituti®) in pro-development initiatives gave rise to the
latest wave of development aid models, namely tirosénich business-driven companies actively
contribute to foster sustainable development dblbag level. Among the many examples of this
phenomenon, Inclusive Business initiatives repreaaase in point. What is innovative of this
approach to business and development is epitonblzéde UNDP sentenceThis is not charity.
Inclusive businesses create a strong foundatiopfofit and long-term growth by bringing

previously excluded people into the marketpldtiNDP, 2013:8).

! Employment, growth and basic needs: a one worldblera Report of the Director General of the Internagion
Labour Office, 1976. Available at: http://www.ilagipublic/libdoc/ilo/1976/76B09_199.pdf

2 In this study the concept of “private sector” witht include the non-profit sector. The latterhaitgh not public, is
considered as part of the civil society category.



Within the broad category of Inclusive Businesspacific approach called “Bottom of the
Pyramid” is particularly worth of further investigan. Launched in 2003 by two professors from
Cornell University, C.K Prahalad and S. Hart, ibsgevived the debate about the inclusion of
development outcomes within the core businessalftfactors investing in low-income
communities. Not by chance, such a contribution welsided by The Economist amongst the best
publications of the recent years due to its disveptision of how business will revolutionize the
world®. The landmark of this theory is to radically charilge common idea of poor people living
with few dollars per day. More precisely, insteddooking at them as passive victims, the authors
prompted to look at them as business partners,déuslopingwith them innovative business
solutions to address poverty and deprivation. Meeeoa key aspect of this theory is to co-create
environmentally-friendly business solutions, anttocsimply adapt old and polluting
products/services to the low purchasing power oppeeliving in need. Ultimately, the goal of the
Bottom of the Pyramid Theory is to test innovatireen business solutions in low-income tiers to
scale them towards upper or similar income tiehss Specific process, part of the BOP paradigm,
is known as “Reverse Innovation”.

Since its first publication, many authors advantteximain aspects of the theory,
particularly focusing on how to build partnershigsh local people, how to assess the effectiveness
of these types of pro-development businesses anddobtain international funds to support their
implementation. Interestingly, among the differdmeads of research, a point lacked of enough
attention: the possibility to ascribe the theoratproper policy framework for addressing poverty

and sustainability needs at a global level.

In other wordsgiven that the Bottom of the Pyramid business maides at redressing social and
environmental imbalances, ultimately contributingobost development and growth in low-income

communities, why has it not reached the corridantdrnational development policies?

This study wants to shed light on this point idearto understand the reach of the theory,
namely whether its application may represent, lieribternational community, a new model of
intervention to address the demand of sustainableldpment at international level. In other
words, the goal of this investigation is to venifiether the success of the Bottom of the Pyramid
Theory depends on anecdotic evidence or, on theazgnholds a systemic potential to profitably
serve the world’s poor by adopting consistent pesichaped on the theory’s principles. To

understand that it is crucial to analyze the precdsliffusion of such business approaches given

3 Full article available at: http://www.economistamode/18894875



that, in order to have a global reach and to redsastainability imbalances, Inclusive Business
needs to be effective and replicable in differegfions, thus demonstrating its suitability for
informing global pro-development policies. To highlight this aspacspecific attention will be
given to examine the process of diffusion of InoladBusinesses in different geographical settings
(corresponding to BOP or non-BOP income tiers), thiedfunctioning of the institutions which at a
global level (thus not only where the BOP initiatig implemented) support and advocate for the
adoption of Inclusive Business as a new paradignerisuring sustainable human development

through the market.

The structure of this study will be the following:the following chapter, the literature on
sustainable development and development assistahd® presented and organized to provide the
conceptual framework within which framing the rasbaguestion. A particular relevance will be
given to sustainability indicators, particularly#e referring to the Weak Sustainability paradigm,
as the Index of Sustainable Economic Welfare (ISEW)

Chapter two will present the research questionitawdl show the methodology adopted by this
study to carry out the empirical research. Thealdeis adopted to verify the hypothesis will be
described and their relevance for answering todkearch question will be explained. Additionally,
the three data sources will be presented: theanale, nature and relevance will be justified in
relation to the study’s aim.

The third chapter will analyze the information ealied during the empirical phase of the research:
the results of the investigation will be preserded contextualized according to their relative
variable and to their relative data source. Moreosemments on the data restitution will be added
to provide more nuances to the results.

Chapter four will discuss the significance of théormation collected relating them to a broader
theoretical view. Additionally, two insightful pgrsctives for a further development of the theory
will be critically assessed, suggesting future wates to fortify and advance the theory and its
application.

In the closing chapter, the overall frame of thedgtwill be recalled, and the main conclusions
drawn from the investigation will be illustrated.

Finally, two appendices will complete the studythe first, ninety-six case-studies of the UNDP
Growing Inclusive Markets database will be presgmeheir economic, social and environmental
characterizing features. This appendix is a reegktinn of the materials available in the UNDP

database and it aims at presenting the main redsonsich Inclusive Business Initiatives are



positively contributing to sustainable developmaind global level. In the second appendix, the list

of questions used for the interviews will be repdrt

The aspiration of this study is to clarify the ilisy if any, of the policy potential of the
Bottom of the Pyramid Theory, and Inclusive Busgesgeneral, as a model of pro-development
initiatives. There where international policy aremanstantly debate about which is the best way to
address and solve sustainable development issaegi@bal level, it makes sense to verify whether
what has been portrayed as one of the most innevagiproaches to deal with poverty and
environmental degradation can really live up togkpectations of millions of people waiting for a
concrete answer to inequalities, environmental enahility and lack of basic resources.

Actually, the need of “dotting the “I’s and crasgithe “T”s of such a promising business

approach, has never been more relevant.

10



Chapter one

Literature review and conceptual framework

In this chapter it will be presented a literatteeiew of the theoretical contributions
underpinning the main topics investigated in thiglg. The literature will be approached in order to
shape a conceptual framework within which the nesequestion may be positioned. More
precisely, in the first section the concept of Sumgtble Development will be presented looking
particularly at some of its sustainability indicatoMoreover, two indicators of Weak and Strong
Sustainability will be illustrated more in deptlarpcularly looking at their potential of policy
information, in order to highlight the potentiadisi as well as the criticalities stemming from their
conceptualization. In addition to that, lookinglae literature on Development Studies, it will be
illustrated the evolution of the traditional moadéldevelopment aid assistance. Moreover, it will be
scrutinized the process whereby profit actors becpragressively more involved in providing
development assistance. Presenting three instialtgettings and two pioneering examples
supporting the thesis of an hybridization of depetent assistance models, the chapter will
continue exploring the broader category of Ethadiness. Furthermore, the discussion will be
deepened illustrating what is Inclusive Busineg$ &nally, the Bottom of the Pyramid approach
will be described. The latter, will be depictedtsimain and most debated aspects, in order to offe
a complete scenario of its most relevant featurgmlly, the open issues relevant for the research
guestions will be highlighted and linked to the hoetology chapter where they will be empirically

addressed.

1.1. MEASURING SUSTAINABILITY TO APPLY SUSTAINABILI TY
The conceptualization of Sustainable Developmagfined by the UN World Commission

on Environment and Development in the Brundtlandd®ie(1987), had relevant consequences on

the kind of environmental policies implemented dadter.
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For instance, in addition to the introduction af temporal dimension in the shape of an
intergenerational responsibilftyanother relevant effect has been the disruptigheosectoral
approach which had long characterized nationalistednational environmental policies. More
precisely, by merging together economic, social@amdronmental aspects, the Brundtland
definition of Sustainable Development enlighteneta multidimensional approach applicable to
different policy levels and disciplines. A sustdilegperspectiveholistic and intertemporal, culd
then be adopted by different policies: from thakkshment of conservation programs to preserve
biodiversity and local livelihood (Blaikie and Jeanaud, 1997), to subsidies to revitalize stagnant
economies, as for eco-tourism initiatives (Wigt&93), or to foster green innovation (Clemens,
2011).

As for many new concepts, however, beyond théieient conceptual value it soon
emerged the need of a quantitative understanditigeasupposed degree of sustainability (or un-
sustainability) of a certain development levelother words, to clearly understand the concept of
Sustainable Development, the definition of indicatio quantitatively order the presence of
sustainability dynamics was requested. This wasiiteacapture the different nuances of
Sustainable Development referred to a given ecesyatltimately helping the prioritization of
specific measures and polices. In view of thated&ént measurement approaches were developed,
either referring to Strong or Weak Sustainabilitglicators and paradigms will be explained in the

following four paragraphs.

1.1.1 The Strong Sustainability paradigm

The Strong Sustainability paradigm relates badkéowork of Herman Daly and his
postulate of a non-substitutability of natural ¢abiThe main advocate of the Strong Sustainability
paradigm stated that natural capital has to bespred in physical terms and not just in terms ®f it
value. Consequently, natural capital is not intargfeable with human or man-made capital of
equivalent value (Daly, 1992). Following from thasjing levels of man made and/or human capital
cannot compensate for a physical decrease of hatocks, as maintained by the Weak
Sustainability paradigm. Another important aspécuth a paradigm is referred to the scale of the
global Economy, which has to be limited as it ituna capital carrying capacity. For this reason,

beyond ensuring a certain maximum level of natrgsburce exploitation, Strong Sustainability

* The famous excerptSustainable development is development that méetsneeds of the present without
compromising the ability of future generations teaentheir own neetiepitomizes the willingness to compromise
current and future generations’ needs (UNWCED, )198d@urce: http://www.un-documents.net/ocf-02.htm.
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requires to respect an absolute scale of what marigan be exchanged globally, so to avoid the
overshoot of the finite macro-economic system (Da891).

Consequences of this assumption are: the need mdtdexceeding the natural carrying capacity of
renewable resources, or exhausting non-renewalele, and the need of using the environment as a
sink without exceeding its absorptive capacitytoadeteriorate it irreversibly. In other words,

within the Strong Sustainability paradigm it is @al to maintain the environmental functions of
natural capital, managing its services to secw# ttatural performances over time.

Back to the intergenerational equity stated inBhendtland Report, this aspect has been
particularly investigated and debated from a Strf8uagtainability perspective in terms of its policy-
related consequences. If, on the one hand, subtiiynpaas been recognized as a necessary
condition for intergenerational justice (Barry, Z9%he political consequences of such a binary
relationship have been questioned. To clarify tloistentious aspect, three examples will be
presented.

First, it has been argued by Stern (2007) thatigig of future generations to enjoy a
preserved natural environment ultimately lead$i&itlea of a global limit to environmental
pollution, as well as re-payments in case of exeeggeenhouse gas emissions. However, Stern
guestions the essence of this right, consideriag & simple assertion and not as a principle
accepted by the international community and baseetluical beliefs shared at international level
(ibid:47).

Still on the responsibilities towards future gextems, Roberts (2004) explains how politics
cannot justify, nor accept, a downsize of currenivéies to respect rights of people not yet alive
In her words: One reason for this in democratic societies is faaire generations have no votes
(ibid:67). Such a pragmatic consideration is noldagalistically undermining the applicability of
Sustainable Development in political terms.

Finally, even the option of balancing the voidguifire generations’ corrupted ecosystems
through an increased availability of material calpg unacceptable in the eyes of Spash (1993),
who argues that it is an inviolable right of futgenerations to be free from environmental
damages inherited from the past. Consistently thi#lh, the Strong Sustainability paradigm can be
seen as a stricter interpretation of the intergaiaral principle introduced by the Brundtland

conceptualization of Sustainable Development.

1.1.2 Two indicators of Strong Sustainability

13



In relation to the Strong Sustainability mhgan, indicators were primarily focused on
guantifying material flows to be preserved in orttebe Strong Sustainable. Given the assumption
of non-substitutability of natural capital, theyared to physical quantities instead of monetary
values of natural capital.

In this study Ecological Footprint and Material Wowill be illustrated as two examples of Strong

Sustainability indicators.

Ecological Footprint equates the impacts of all human activities taaitea required to
provide the resources used and to absorb the westrated by economic activities (WWF, 2012).
This indicator highlights the impacts of a courtonsumption processes on the natural
environment, hence, it is the consumer-side toviaéuated for its environmental impacts. For
example, a developing country extracting oil witt ine considered for the impacts of its extraction
activities but the latter will be counted on th@somption profile of the country using such oil for
its industrial and energy needs, most of the tiendsveloped country. Such calculations are finally
compared to the bioproductive capacity of the larammely the carrying capacity of the land unit,
called “Global Hectare”. In case the Ecological fpoimt (Demand) exceeds the bioproductive
capacity (Supply) of the global hectare, naturgitedis considered as being permanently
corrupted, and this imbalance leads to an ecolbdefeit/overshoot (ibid:40).

For instance, mentioning the case of two leadiranemies, Brazil has a biocapacity above its
Ecological Footprint, although decreasing, whethadJnited States are characterized by an
overshoot condition lasting since 196CGonnections between the Ecological Footprint lrunan
activities are given by Ecological Footprint's derg, namely: population growth, consumption of
goods/services per capita and footprint inten3ihese represent proxies ahé efficiency with
which natural resources are converted in goods ansérvices (ibid:41). Notably, such
imbalances are more likely to characterize develamaintry than developing countries.

Overall, according to the WWF (2012), the globablegical Footprint was that in 1964 humanity
used only 54% of the global biocapacity, wherea®005 it exceeded the global limit of 2.1 global
hectare, causing the first Ecological Footprintretieot. Currently, the global Ecological Footprint
is 2.7 hectares, namely 0.6 global hectares bitger the global acceptable limit.

Critiques to the Ecological Footprints have mosgilypointed problems in accounting for
carbon sequestration activities, which the indicatfers only to forestry instead of encompassing
solar or wind energy (Ayres, 2000). Indeed, inahgdclean sources of energy may reverse the

computation in favour of developed countries whaed, in fact, big investors in solar and wind

® Country factsheet available at: http://www.footpnietwork.org/pt/index.php/GFN/page/footprint_foations/
14



energies on their territories but small actorsoire$t carbon capture due to few land available for
tree plantations as carbon sink projects. Additignavo main aspects were criticized for their
consequences on international policies: the risknoécological autarky and the idea of a possible
substitutability between natural capitals.

The first point relates to the negative relevagizen by such indicator to international
trade, deemed as responsible for increased consumgstd consequent environmental degradation.
Detractors of Ecological Footprint state that intgronal trade cannot be downsized following the
idealistic scenario of an ecological autarky (van @8ergh and Verbruggen, 1999). This point is
also highlighted by Stiglitz et al. (2008:61), ang that different resource endowments
incentivize mutually beneficial exchanges more thaimg a signal of a risky status of non-
sustainability. The authors, hence, conclude tinditators as the Ecological Footprint should be
used to raise the awareness about the carryingitapéour planet more than informing political
actions that could possibly lead to a dangerousajlautarky.

Secondly, Ecological Footprint maintains that natgapital cannot be substituted by
human or man made capital whereas it is admittedféet natural losses with other natural
resources. From the point of view of policy makassh a conclusion is questionable since it is
difficult to inform policies justifying a loss ofectain natural functions by simply adding otherayp
of natural resources. Moreover, such an indireehfof natural capital substitutability runs counter
to a strict definition of Strong Sustainability, \wh predicates a complete non substitutability of
natural capital, including by other forms of natuwapital (Neumeyer, 2010).

In sum, as reckoned by McManus and Haughton (200%:Ecological Footprint became
popular in environmental policy circles due toasnmunicative appeal, primarily driven by the
catchy idea of an ecological footprint, a conceptareasy to communicate beyond the scientific
community of environmental scientists. Nonethelsash indicator has relevant methodological

flaws leading to criticalities in terms of poliayformation and implementation.

The second indicator of Strong Sustainabilitystiated in this study is callé&ttal
Material Requirement and it measures the weight of all the materiapyi flows) entering the
economy. More specifically, it counts the extraateaterials not utilized for consumption or
production activities (e.g mining discards) andsthanaterials which were inputs of other countries’
imported goods (UN et al. 2003:124). Similarly he Ecological Footprint, Total Material
Requirement highlights the environmental impacbsglthe early stages of production. The
rationale of such indicator is that the more materare required to produce a certain good or

service, the worse is for the environment, whicbkubject to a higher anthropic pressure.
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At a policy level, the rational of such indicatstto shed light about the systemic nature of
the relationships between the environment and¢baamy, leading to a comprehensive analysis
(Material Flows Analysis) of the weight of all theaterials inserted and processed during
production and consumption activities. Quantitageals in favor of a more sustainable global
production and consumption were defined considesirg indicator, for example, Weizsacker et
al. (1997) estimated that the global Material Fldwas to be reduced by a “Factor of Four”,
meaning that the use of resources needs to bedhahdethe welfare needs to be doubled, thus
leading to quadruplicating the eco-efficiency ie thng run. Finally, as illustrated by Robert et al
(2002:208), “Factor 10” was another quantitativalgteveloped by Schmidt-Bleek, founder of the
Factor Ten Institute, pointing at reducing of tiemes the weight associated to extractive and
transformative activities along the supply chamSchmidt-Bleek’s words:Practical experience
in industry indicates that Factor 10 and more candehieved without jeopardizing end-use
satisfaction. A tenfold improvement of the overadlource productivity of the economy will not
only preserve natural resources for future genenadi it will reduce emissions, effluents and
wastes accordingiy(Schmidt-Bleek, 2007:7).

Critiques to this indicator referred primarilydadifficulty in isolating the system or the
flows to be analyzed (Venuta, 2002). More precisieig equally possible to analyze a single
product within a specific productive sectors or éiméire economic process subject to a certain
authority, being it a district, a region or a caynBoth options lead to different results,
undermining the consistency of such indicator’sgydlessons. Moreover, another flaw refers to the
unclear boundaries between environment and econeamexample, agricultural land may be
counted as a productive input (relevant to the eooy) or as a natural endowment (not relevant for
the economy). In the latter case, intermediary i@wch as pesticides or cattle feed would not be
tracked (ibid:14). Additionally, as argued by She¢2002:58), who wrote on the application of the
Material Flow Analysis in the UK between 1970 afid@, it is questionable to consider a country
responsible for the transformation of natural reses associated to goods consumed by other
countries (exported goods). Finally, according tntétberger et al. (2003:9), the use of Total
Material Requirement as an indicator of Materiavid Analysis presents the following
shortcomings: (i) its aggregated value hides theveamce of certain materials which may have
higher impacts on the environment and should, tbezebe differentiated from less impacting
material groups, (ii) its quantitative nature oweks the fact that small material flows, hence waith
lower weight, can be relatively more dangerougterenvironment than others quantitatively

bigger, (iii) its focus on material balances oveKRs the role of actors responsible for such mdteria
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flows and, consequently, it fails in indicating wimay be appointed for begin a process of

dematerialization.

1.1.3 The Weak Sustainability paradigm

The second type of Sustainability, Weak Sustalitgbstates that the condition to be
sustainable is to keep the stock of global capibave zero, the latter being a mixadifforms of
productive capital. Consequently, the three forfnsapital (natural, man-made and human) are
seen as interchangeable, contributing to the ceraidn of such a type of Sustainability as the
“Paradigm of Substitutability” (Neumeyer, 2010:21).

From a theoretical standpoint, the main assumgtiothis conceptualization is the Solow-
Hartwick rule, which stated that investments in lanngapital or man-made capital can offset
declining stocks of non-renewable resources (Hakwi977). In other words, to have a constant
level of consumption per capita it is requesteretovest all the returns obtained by the
consumption of natural resources. As claimed byeCalfsutes (1996:151), there are two strong
assumptions behind the concept of Weak Sustaihalfil a high degree of substitutability between
natural and other forms of capital, namely an a&agtof substitution among the forms of capital
equal or greater than zero, and (ii) the considaradf natural capital as homogeneous, regardless
the different functions that natural resources pl@hin both the economy and the ecosystem.

At a policy level, Weak Sustainability does najuie specific environmental measures
since, as long as the availability human or maneregital can compensate the depreciation of
natural capital, the overall condition of Weak @ursdbility keeps standing. Considering the natural
capital as always substitutable as input (or siokjlobal production and consumption means that
rising investment levels can compensate for a decfi natural resources or for an increase of
pollution levels. Because of that, Weak Sustaiitgthlas been called by Neumeyer (2010:22) “the
Optimistic Paradigm”, highlighting the optimistissumption that natural capital can be always

monetarily and conceptually equated to any othen fof capital.

1.1.4 Two indicators of Weak Sustainability

Among the indicators that have been drawn refgranthe paradigm of Weak
Sustainability, two will be illustrated more in dét Genuine Savings (GS) and the Index of
Sustainable Economic Welfare (ISEW). The reasorii@mosing these two is that, as aggregate

indicators, they encompass all three forms of ehfiftuman, man-made and natural) responding to
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the comprehensive conception of Sustainable Dewsdop which, indeed, addresses the economy
and the society as a whole.

Genuine SavingqdGS), or Adjusted Net Savings, is an indicatoredeped as a direct
consequence of the Solow-Hartwick rule. It compénessavings rate with the sum of the
depreciation of natural and man-made capital. Jirggs are enough to be re-invested in non-natural
capital so to compensate the depreciation of nlatesaurces, then the overall consumption will be
constant (Pearce and Atkinson, 1993). Hence, maderaad human capital are considered equally
able to produce welfare as natural resources &is.pbint is particularly relevant since, according
to the Weak Sustainability paradigm, the considenadf such forms of intangible capital responds
to a more flexible picture of what may concur torgase the welfare of a people. However, a
positive GS is no proof of a Weak Sustainabiligtiss but only of non-UNsustainability status,
because natural capital may be underpriced ana:hiddsts may affect the final account (Asheim
1994, p.262).

Shortcomings of this indicator are primarily medbtogical: first, GS is based on the
condition of having all values and quantities airopl levels, implying an economy following an
optimal path of growth. No externalities are comediand it is supposed that all the actors have
perfect information, now and in the future, to diecthe level of optimal consumption for all the
different forms of capital (Barro and Sala-i-Marti995). Realistically, such a context is far from
being replicable in real terms. Indeed, it couldim quantities and prices are not optimal due to
hidden externalities resulting in a positive GSddabin an unsustainable level of consumption.
Moreover, GS calculations do not consider lossuphan capital through death, knowledge
obsolescence or its partial inoccupation in the adgetired people (Schepelmann et al. 2010:28).
Additionally, GS only considers natural capital Wanich there are monetary evaluations. On the
contrary, it may be that for some natural resouste$ as biodiversity, wetlands, wilderness there
is no (or imperfect) market values, limiting thepiatts of depreciation of natural capital to some
forms of natural resources (Hanley et al. 1999:BBjally, another critical point is the role of
natural reserves. On this point Neumeyer (2010:a48)yzed GS rates for Saudi Arabia (1970-
1997) as developed by a method adopted by the VBamdk and by a competing method called “El
Serafi”, from the name of its developer. The aufioond that, according to the World Bank
computations, Saudi Arabia was Weak Unsustainabth,a GS permanently below zero, given the

strong activity of resource extractforContrary to that, adopting the second method, GS

® Data confirmed. See also: Adjusted Net Saving Berées by country (1970-2008). Data source availab
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/ENRONMENT/EXTEEI/0,,contentMDK:20502388~men
uPK:1187778~pagePK:210058~piPK:210062~theSitePKI80®0.html
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calculations for the same country showed a positeed because of the inclusion of the value of

oil reserves, which offset the depreciation of asted oil quantities (as shown in the picture).
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Figure 1.1 Sensitivity analysis for GS rates of Saudi AraBiaurce Neumeyer (2010)

In addition to that, GS is an indicator providegnapshot of the global level of Weak
Sustainability particularly biased in favor of deymed countries. Indeed, given that the majority of
resource-intense activities are located in devalppountries unable to invest in human or man
made capital, the overall picture identifies priityalcow-income Countries as Weak Unsustainable.
On this point, Costanza et al. (2009) confirms tishg levels of welfare in developing countries
are obtained by selling off natural capital, wheradvanced economies increase their wealth rising
their intangible capitals. According to Proopsle{E999) if natural capital depreciation would be
attributed to the country of resource consumpti®8,would be reversed in favor of developing
countries.

At a policy level all these aspects contributéitader the process of decision making, given
the strong assumptions on which the indicator sedaWhat is difficult to draw from looking at
GS figures is a precise idea of what is the belstyto implement. For example, politicians facing
a country’s GS below zero have different and samegti competing policies to choose from. Some
decision makers may prefer investing in man magéalaso to compensate the depreciation of
natural resources, whereas others may be willinguvest in education so to rise human capital
levels (Neumeyer, 2010:151). Thus, it is diffiddttranslate the meaning of GS indicator in terms
of pragmatic policies to address environmentalrxada, not to consider that it is politically
guestionable to blame developing countries forettronmental impacts of resources that they do

not directly consume.
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The other indicator of Weak Sustainability is edlindex of Sustainable Economic
Welfare (ISEW) and, together with the Genuine Progresgétdr which is its latest evolution, it is
part of the so called Green GDP Accounting Sysemattempt to develop indicators alternative to
Gross Domestic Product (or Gross National Prodoctineasuring global welfare (Talberth, 2012).
Methodologically it is built on personal consumptiexpenditures (a GDP component) weighted by
an index of distributional income inequalityn this basis, some expenditures are added or
subtracted depending on their role in terms of outing (or not) to the well-being: adjustments
for income inequality, costs of environmental delgiteon, defensive private expenditure and
depreciation of natural capital are subtracted,red® services form domestic labor, economic
adjustments and non-defensive public expenditineesdded (Daly and Cobb, 1989). For instance,
the value of volunteer work is added, whereas tis¢ af commuting is subtracted from the
computational base. Notably, what has to be avasleddecrease of the ISEW indicator because
this would mean a reduction in terms of global vixeing (Hanley et al. 1999:60). Building on this
logic, the latest evolution of the ISEW was cal@enuine Progress Indicator (GPI) and it
incorporated the costs of crime, divorce, unempleytand changes in leisure time (Schepelmann
et al. 2010:25).The picture below shows in dethidésexpenditure added or subtracted to the
personal consumption expenditures, as part of B&RI for the year 2006.

Adjustments to weighted personal consumption expenditures, US GPI of
12006
|

Value of housework and parenting (+)
Value of higher education (+)

Value of volunteer work (+)

Services of consumer durables (+)
Services of highways (+)

‘Costs of crime (-)

Loss of leisure time (-)

Costs of underemployment (-)

Costs of consumer durables ()

Cost of commuting (-)

Cost of household pollution abatement (-)
Cost of auto accidents (-)

Cost of water pollution (-)

Cost of air pollution (-)

Cost of noise pollution (-)

Loss of wetlands (-)

Loss of farmland (=)

Loss of primary forests (-)

Resource depletion (-)

Carbon dioxide emissions damage (-)
Cost of ozone depletion (-)

Net capital investment (+/-)

Net foreign borrowing (+/-)
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Figure 1.2 adjustments to weighted personal consumptionreipge, US GPI of 2006.
Source Neumeyer (2010)

The elaboration of such indicators as an evoluio@DP (or GNP), weighted by some
adjustments referred to an increased or decreaskdb@ing, responded to the need of moving out
from a conception of growth dominated by monetany eonsumption goals to a more inclusive
one, characterized by social and environmentaktarg addition to economic achievements. In
this sense the ISEW (here considered as inclugiite analytical elaborations such as the GPI)
represents an indicator contributing to decoupdectbncept of well-being from economic growth,
responding to what the famous speech of Robert &&nhighlighted: GDP measures everything
except that which makes life worthwfile

Analytically, the stark difference between measgiivelfare by adopting GDP (or GNP) or
the ISEW indicator is explained by Max-Neef (198&h the so called “Threshold Hypothesis”.
The latter refers to the moment in which additideakl of income do not correspond to increased
levels of life quality. Considering the United ®siof America, as shown in the picture, such
detachment happened in the *70s when, for the auhefare policies were cut and substituted by
measures inspired to neoliberal principles (ibi@)11ooking at the determinants of the rising gap
between GNP and ISEW, Jakson and Marks (1994)tqubet resource depletion, long term
environmental damage and unequal income distribwgthe three main causes for the split of the

two indicators over time.

United
States

O GNP index
O ISEW Index

%35 1950 1955 (960 1963 1970 1975 1980 1985 1990

" Robert Kennedy, Address, University of Kansas, lemee, Kansas, March 18, 1968. Robert F. Kenneayr€&éor
Justice and Human Rights: http://rfkcenter.org/
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Figure 1.3 the “Threshold Effect” relative to the United &its of AmericaSource Max-Neef
(1995)

Critiques to this indicator are primarily refegiat the so called “defensive expenditures”
namely expenditures which are not contributingddigonal welfare but just maintaining the
former levels of well-being preventing possible @ases. Cobb and Cobb (1994), for example,
discounted 50% of health expenditures value sinedatter were just preventing possible future
diseases instead of producing additional valuemFaia ethical point of view this approach is
contestable because avoiding diseases is already & increase the global well-being
(Neumeyer, 2010). Following the same line of reasprholidays should not be included within
the expenditures improving the quality of life rtbey are means by which avoiding stress-related
diseases instead of adding welfare (Neumayer, i®88wn 2005).

In sum, the ethical acceptability of ISEW as atigator to track which expenditures
improve global welfare is at risk given the diffiguto draw the line between what is a defensive
expenditure and what it is not. Finally, listingetadjustments to personal consumption expenditures
is a process flawed in two ways: (i) defining whah concur to welfare and what can undermine it
may be a culturally biased process and (ii) thegagsent of a monetary value to some activities
may suffer from arbitrariness given the absence mfarket for activities such as, for instance,
domestic labor (Schepelmann et al. 2010). Havimdthat, it may seem that the ISEW as well as
its evolution, the Genuine Progress Indicator, matyrealistically inform national and international
policies preventing un-sustainable development.dttogiess, as reckoned by Daly (1996), ISEW is
built on arbitrary judgments exactly as the GDFTise difference between the two indicators is that
the first tries to include some sort of social angdironmental costs or, in Daly’s wordst GDP

were a cigarette, ISEW would be that cigarette &ittharcoal filtef (ibid:97).

What has been described so far has been investigaillustrate some of the most
important indicators of Weak and Strong Sustaitigaind their potential to be translated into
policies. From the study of their evolution andtaitarly their significance in terms of policy
implementation, two conclusions can be drawn:,fseping an indicator is a complex process of
approximation and data selection. As argued by WI&3@08:287), sustainability indicators are not
immune to methodological criticalities including: §ystem boundarigsvhen the ecosystem limits
mismatch with the extension of the political auttyor(ii) data inclusionwhen different indices are
added in later years thus altering the consisteftlye analysis; (iiistandardizatiopwhich,

equating the weight of all the components of ancatdr decreases the specific relevance of some
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of them; (iv)aggregation methodbat overlooks non-linear relationships betweememic, social
or environmental realms, and finally @mparisons across indiceshen the latter may respond to
opposite approaches such as Weak or Strong Sustainall these aspects are relevant to be
considered for their consequences in terms of paiplementation, namely in their potential to
inform measures and policy-plans derived from tthegpéion of a certain indicator.

Second, the need to measure forms of social ¢a@piteenvironmental capital in order to
investigate all the dimensions of the Sustainakslitiefinition sheds light on other forms of webar
measurements than GDP or GNP. Consequence ofrtitiegs was the consideration of social
capital as equally concurring to the well-beingpebple as tangible capitals, whereas the integrity
of natural capital was finally prioritized for ireasing global prosperity. Particularly on the mie
social capital, Sobel (2002:139) defines it esscumstances in which individuals can use
membership in groups and networks to secure behdfitother words, social capital refers to
institutions, networks, aggregations never considdxy economic indicators, whose belonging
increases people’s prosperity. On this topic gagticularly relevant the work of Dasgupta (2005)
on trust, as the main condition making social taatisns be relevant. More precisely, what the
author argued was that interpersonal networksrasgvtorthy when five conditions are in place:
mutual affection; pro-social disposition; incensyexternal enforcement and reputation as capital
asset.

In sum, rising the attention on the need to measustainable development led to a new
conceptualization of what had to be considerednaessyand development, including variables that
referred to capabilities, empowerment, environmleagaets and equity, and to move away from an
exclusive attention towards economic growth (Dri2309). Yet, how such conceptual shift could
transfer its meaning into consistent policies pcadiy responding to what the indicators
highlighted is still unclear, as the picture poygd by Weak or Strong Sustainability indicators is
highly complex.

1.2. INTERNATIONAL DEVELOPMENT AID: TOWARDS A CONCE PTUAL AN
PRACTICAL SHIFT

What has been described so far were the varidepts to shape indicators for measuring

sustainability and consequently informing consisfalicies to boost it. The above mentioned
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indicators were, indeed, created to pave the wagniasuring a kind of development more
respectful of natural resources and social dyngmesiely a proper Sustainable Development.

However, as recalled by Shepelmann et al.’s c@$(2010) about the adjustments to add or
subtract to the ISEW indicator, what made considgecertain activities fruitful in terms of
development changed over time and among diffendiires. This was seemingly experienced by
development aid policies, which changed accordingnt evolving conceptualization of what
progress had to mean (Black, 2002:73) and to arpssiye transformation of its political premises
(Raimondi and Antonelli, 2001:71).

Hence, similarly to the theoretical shift that tedhe inclusion of social and natural capital
within sustainability indicators, another theoratievolution interested development aid policies.
More precisely, what was long conceived to repregenbest way to intervene in poor countries to
bring development and prosperity went through &gse of redefinition of its basic assumptions,

leading to a new model of action.

1.2.1 International aid and the progressive comraiitrof the private sector

The origins of international development aid gbask to the immediate aftermath of the
World War Il, when the massive destruction of Ewap countries required the material help of the
countries that won the Second World War in ordeetwild infrastructures and territories. The
most famous intervention to recover Europe fromrthies of the war was the Marshall Plane, from
the name of the Secretary of State George Marsallsigned the Plan. At that time, after a
devastating period, reconstruction and aid werl besociated to monetary assistance to provide
relief and to boost economic growth. Given the axttlinary results obtained by the plan, which
managed to rebuilt the economic conditions forgiaper functioning of the market after the Great
Depression and the tragedy of the War (De LongEaaoldengreen, 1991), such a type of assistance
became a model of development aid provided bydareountries (Kotler and Lee, 2009:24). In
1969, the World Bank Commission for Internationavlopment, headed by the Canadian Prime
Minister Lester Pearson, launched an internatioaaipaign for donating the 0,7% of advanced
economies’ GDP to development assistance initigtif@lowing the blueprint of the Marshall Plan
(Human Development Report, 2005:117). Accordinthi® model, the type of aid provided to low-
income countries was exclusively pointing at indasgrowth, capital formation and large-scale
investments, being the latter a sign of richnessnemic stability and power (McGillivray et al.,
2006). This was patrticularly evident during the dC@far, when both the USA and URSS supported
their satellites allies through such a kind of depment aid’s pattern. European and non-European
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countries were forced to modernize their indussiedtegies looking at big investments in massive
infrastructures (dams, new industrial cities, mjrets.) and to prioritize sectors such as chemicals
defense or automotive because of their strateditiqatb relevance (Ellerman, 2005). All these pro-
development initiatives were fully managed at aligubvel, involving exclusively public
institutions from donor and receiving countriest&dy, among the supporters of this approach,
Sachs and his coauthors (2004) argued that tkidlithe best strategy to approach development
issues, particularly in Africa. More precisely, wiilae academics reckoned was the effectiveness of
a big push, in terms of public investments, givgridseign development assistance to well-
governed states. Such an interventionist approaitigul at rich countries delivering
infrastructures, goods and services needed torflostal economy. In sum, the first wave of
international development aid was remarkably prlfihighly impacting on the territories and
societies and publicly-driven.

After roughly thirty years of adoption of such adel of development aid, first looking at
European countries and secondly at the so-calleitd™World” countrie§, a new conceptualization
of what had to be Development assistance emergg ih980s. Due to the rise of a strong neo-
liberal approach in politics, with the electionRénald Regan and Margareth Thacher in the two
countries leading the western coalition, most efd¢lntralistic and institutional-oriented forms of
development were substituted by a more privategtigroach (Strange, 1996). Proving that,
according to official UK Government figures reled$y the International Development
Department (2013), from 1979 to 1990 Official Deyghent Aid decreased constantly from 0.51%
of Gross National Income to 0,27%he third lowest level ever. Instead of followicguntry-level
plans designed by foreign institutions deliverisgiatance, yet rarely co-partnering with the
beneficiaries, development aid began to be scagithby the same criteria used for private
initiatives namely effectiveness and efficiencyil8img on that, Nelson (2010:21) concludes that
private companies can be a catalyst for new teciymes, skills and resources boosting the
effectiveness of development aid initiatives. Sexgty, Davies (2011) in his study on the role of
the private sector in the context of aid effecteemargues that profit actors can contribute with a
focus on input/output rather than broader socletakfits, as well as stressing the need for
development impact measurements and requiring a tmemsparent and accountable process of

resource allocations.

8 Sauvy A., the Observateur, August, 14 1952.

? Official document released on March, 28th, 201@aikable at:
https://www.gov.uk/government/publications/statiatirelease-provisional-uk-official-developmentiatsce-oda-
tables-2012
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Reasons for such a shift were primarily two: @gessive bureaucracy resulting in redundant
procedures and (ii)a low level of local empowermentesult of development aid initiatives. Before
looking more in depth at the above mentioned flaws,crucial to introduce the idea of
empowerment, a concept that became soon a categbrwhich evaluating development aid.
According to its theorist, Julian Rappoport (19&hpowerment refers to a condition in which
people gain control over their lives either autooasly or thanks to others’ help. Particularly
considering social policies, empowerment has teebehed at individual, community and
professional level. In order to do so, social pebmeed to be decentralized, small-scale and open
to outcomes, namely designed as an open-endedsgr@ibel:19). Looking more specifically into
the development literature, the concept of empoweatwas a crucial component of Sen’s
capability approach, as argued by Hill (2003:128) & became an operational benchmark for
evaluating multilateral development aid initiativeghe years 2000, when the World Bank
translated it in terms of access to informationtipg@ation, accountability and organizational
capacity (World Bank, 2002 and Aslop et al. 2006).

Back to the reasons whereby the centralistic ardigpdriven development aid went
through a process of transformation, Easterly (2@@2 Polman (2009) analyzed the difficulty of
working with different poor countries’ institutiorig/ing to avoid corruption and inefficiencies. On
the latter, Easterly affirms that foreign aid cesaa cartel of bureaucratic inefficiencies in whaath
officers belong to a redundant architecture and people are forced to accept such an hegemonic
infrastructure. According to the author, to moveagMrom these monopolistic bureaucracieaée
possibility is giving aid vouchers directly to pqmeople to increase competition, feedback and
accountability (Easterly, 2002:57). Considering the low levelkeofipowerment, Banae and Yandell
(2006:313) deem international development policgsponsible for the passive attitude of poor
countries unable to manage their own educatiorcihaalth systems as chronically addicted to
foreign assistance. Seemingly, Moyo (2009) highsghe distortive effects of publicly-driven
development assistance on the fragile economipsafcountries. In the example of the distortive
effects of mosquito nets on African economies ahhor enlightens as giving for free mosquito
nets bailed out local producers, increasing thellefzfunemployment. Consequences of such
imbalances were that after five years from the tidivery, nets were broken and their replacement
not possible due to the absence of any knowledgdabhnician in the local economy. To solve this
problem, according to the author, a radical resludplee concept of development is needed,
moving from assistance to empowerment, and fogigraople’s responsibilities in implementing

development projects while boosting private comgsioin the field (ibid:84).
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This shift towards a more private-alike approacgnified the role of firms, and big
companies, and reduced the one of governmentswubit mstitutions in managing development
aid. Consequently profit-oriented actors were pdrds new subjects for improving development,
thus counterbalancing years of unheard requestessit from low-income countries to their own
local institutions.

At theoretical level, Bird (2009: 88) argues ttied positive role played by firms engaged in
development is linked to their willingness to adti# so-called “asset building approach” as
opposed to the classic “cost-minimization approatig latter being interested in short-term, cheap
and replicable solutions. More precisely, the appateness of considering a private company a
development actor depends to the extent to whietiitin is able to mitigate the urgency of a quick
pay-back from the pro-poor investments, acceptmgel margins in exchange for asset creation.
Additionally, Shuster and Holtbriigge (2012) justifithe involvement of business actors in
development issues due to their historical know-latut technological solutions to address
specific needs, and managerial know-how. Sheerar €006) reckon that particularly
multinationals are actively implementing policiesce forwarded by public institutions and,
according to the authors, this is particularly blisiwithin the human rights, peacekeeping,
social/environmental standards domain. To thisngdarynas (2008:279) argues that in Nigeria,
due to unsuccessful public development projectspleestarted asking Shell (the Dutch energy and
petrochemicals company) to build hospitals, schant modern infrastructures, bypassing the
State and any other form of national institutiolsgaMatten and Crane, 2005).

Notably, the importance of private companies facteng development goals equally interested
emerging markets’ companies operating in low-incamentries. Indeed, according to a study of
the German Ministry for Economic Cooperation and@&epment (BMZ, 2011) focused on twelve
large multinationals from Brazil, China, Egypt, ladMexico and South Africa, the latter
contributed to poverty alleviation and sustainatdgelopment in three ways: with philanthropic
initiatives, inclusive business and improving thusiness environment of low-income countries
(ibid:28).

About the commitment of firms in pro-developmanitiatives it is starkly important to
differentiate between developmental outcomes obthby the simple effect of companies
relocating certain productions in developing cowstrfor example increasing local employment,
and private initiatives concurring to reach deveteptal goals by way of their embeddedness in a
thoroughly development-oriented kind of busineszckBto the previous two examples, hence, it is
possible to say that while Shell had possibly imprbNigerian livelihood building schools and

hospitals, it has more remarkably condemned logainDpeople to forced migrations from the
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Niger Delta due to oil drilling activities (Fryna®)01). Contrary to that, CEMEX, a Mexican
building materials company mentioned in the BMZlsdy, managed to ensure free access to credit
to poor people willing to build proper houses, tostributing to reduce the housing gap and
shaping its business on the specific needs of fmere customers (BMZ, 2011:33). Such a
clarification is meant to differentiate from invesnts made by companies which may have
unintentional positive developmental outcomes anthtentional pro-development approach that
has represented the new feature of developmeisifi@dthe ‘80s.

Adopting a policy perspective, it is possible talyze the involvement of private
companies in development issues looking at thretuional settings that framed such a

phenomenon.

1.2.2 Three institutional settings

Three examples illustrate the progressive involenof private actors in international
development policies. Such cases are useful to gigra continuum along which it is possible to
track the progressive involvement of business actathin development initiatives once

exclusively shaped by institutional actors.

The first example refers to the Global Compadidtive, a voluntary partnership promoted
by the United Nations in 1999, willing to pool pate companies respecting ten principles in the
field of social, labor and environmental rights €Tgoal of the Global Compact is to foster the
dialogue between the multilateral institution ahe business sector, as well as to advance the
agenda of private companies with regard to thééa as development’s actors (Global Compact,
2010). From the institutional point of view, thésa type of initiative whose first aim is to align
multiple forces and resources to translate devedspiprinciples into practice, including the latter
in the typical profit-driven approach adopted bynfs. Hence, the Global Compact is a context for
creating a dialogue and strengthening learning odsvamong firms and the UN, the latter shaping
the governance and the functioning of the Compewdraling to its institutional mindset.

The debate about such an initiative mainly poitsvaluating its effectiveness. On the one hand,
authors such as Whitehouse (2003), argues thataireflaw of the Global Compact is the lack of a
proper enforcement procedure. In other words, tileca claims that the Global Compact is not
enough to inform a mandatory regime within whiaimi are forced to implement actions
consistent with the endorsed principles. Moreothes,lack of an independent verification of

companies’ declarations regarding the ten prinsipled the avoidance of publicizing the names of
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actors not complying with their commitments leacfmerceivedobservance and not of affective
one (ibid:310). Contrary to that, Rasche (2009uasghat much of the critiques about the Global
Compact derives from a misunderstanding aboutatgra, which is the one of a temporary solution
to supplement existing and missing regulationslwing business actors in development issues. In
other words, the aim of the Compact is not to ereabinding policy regime but to provide a long
term learning arena where profit actors can learpartnership with the UN, how to approach the
responsibilities they have, once endorsed the fiagiples of the Compact. In sum, according to the
author, there is the need to avoid the dichotomgrelty the effectiveness of any institutional
initiative is exclusively linked to its enforcemegputential (ibid:25). Finally, Kell (2005) highlig

the importance of the Global Compact looking at main outcomes: first, it transformed the
operational infrastructure of the UN, traditiondtigsed on administrative bureaucracies, changing
its hierarchical nature towards a diffuse, netwalsed approach dealing with emerging right-based
issues. Second, it launched a new era of cooperaétween the business community and
multilateral institutions, overcoming the mutuaépicion that had previously identified market
actors as the capitalist ideology (ibid:71). In stine importance of the Global Compact is to act as
a catalytic initiative demonstrating that businastrs can team up with global institutions to

define a common pro-development agenda.

The second example is the UNDP Business call tmAclaunched in 2008. The program
responds to the idea of recruiting private firmeider to address specific development needs listed
by the UN. Differently from the case of the Gloimpact, the governance of this initiative is
shared among purely public institutions (nationatwdtilateral) and private institutions. More
specifically, the UNDP Business call to Action igoported by the Australian Agency for
International Development, the Dutch Ministry ofr€ign Affairs, the Swedish International
Development Cooperation Agency, the UK Departmentriternational Development, the US
Agency for International Development, the Unitediblas Development Programme, the United
Nations Global Compact, the Clinton Global Initiatiand the International Business Leaders
Forum (Business Call to Action brochure, 2009).tSa@rivate/public governance shows a
progressive shift towards an alignment of diffeneattnersco-managinglevelopment projects at
international level. Additionally, the modus opedtaaf such program is need-based, namely it is up
to private firms to see how they can partner whth institutions, browsing the UN need list and
saying in what way they intend to collaborate wite UN'’. These characteristics, therefore, refer

to a more pragmatic governance approach in whieldéeision making process is initiated by the

10 http://business.un.org/en/needs/702
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firm itself, which offers its collaboration on &tiof pre-defined needs. Hence, this process differ
from other UN initiatives where goals and agendarggwere decided by institutional actors and
eventually shared among profit actors. As claimgdtfrica (2011), the Business Call to Action
engaged the profit sector for what it does betteke profit and innovate, leaving to firms the
independence to develop the best profit-drivertegsaensuring the reach of development
improvements. The author defines the Businesst@&ttion a landmark event since it
demonstrates that instead of asking money to thi gector, development aid policies may best
look at integrating the entrepreneurial spirit ipto-development traditional approaches, showing

that profit and aid can fruitfully address develamnnhneeds.

Finally, among the purely private initiatives, ttreation of the World Business Council for
Sustainable Development (WBCSD) represents a drease. Launched in 1995, on request of the
Secretary General of the Rio Summit, the WBCSD s to represent the perspective of
business actors in sustainable development isMerabers of the WBCSD gather during meetings
and conferences where leaders, CEOs and membeoshgianies develop and test their ideas
encompassed within four branches: foatesas, sector projects, systems solutions and itapac
building (WBCSD’s websité}. Such branches are thought to provide a platfomthie formulation
of positions, messages and actibocus Area particularly referred to themes such as: the iBess
Role, Development, Energy and Climate, Ecosyst&astor Projectare industry-specific
initiatives focused on Water, Buildings, Cemengdgiicity Utilities, Tires, Mobility, Forest
Solutions, demonstrating how partnerships and camemnit among companies can fruitfully
address crucial dilemmas along the value ctaystems solutioreddress two issues, namely
Urban Infrastructure and Sustainable Consumptiol&¥&hain adopting a systems-based
approach. FinallyCapacity building programpromote education and training programs making
business professionals able to address pressitigrodes before they turn into crises (ibid).

In this case it is possible to notice how the ralmf the governance architecture is strongly Isimi
to the one adopted by multinationals: differentistaes are organized around relevant topics and
their rationale depends on the reach of practicalggand the fulfillment of the expected results.
Completely absent from this institutional settimg aymbolic roundtables, declaration of intents or
generic endorsement often typical of the institudlcarenas. Moreover, different from the two
previous examples, within the WBCSD the agendanggid completely shaped by the participating
companies, thus no public institutions interferéwhe definition of priorities and objectives. On

the importance of the WBCSD as a policy arena tmiress familiarizing with sustainable

™ More information at: http://www.wbcsd.org/home &sp
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development needs, Najam (1999) claims that the BIB{ important for highlighting the

linkages that the industry has with sustainablestigament issues. Moreover, even if such
involvement is aimed at the creation of a compatiidvantage, hence for a profit-drive scope, the
WBCSD is nonetheless a valuable arena where fiame the possibility to commit themselves and
deploy effective initiatives according to their ownderstandings, as well as strengthening their

role as policy actors (ibid:74).

The three cases above mentioned exemplified howteanational level, the governance of
development aid initiatives shifted from being hejdmultilateral institutions, to be co-shared and
finally purely private, determining an evolutiontbke decision-making process once monopolized
by multilateral public institutions. This shift rdged in the progressive emancipation of profit
actors and private means as respectively subjadtslagjects of pro-development aid policies,
something culturally supported by the neoliberahd@nt ideology of the 1980s (Steidlmeier,
1993). Such an evolution had relevant institutiamalsequences like a fragmentation of the chain
of actors involved in developmental projects (vathising number of private-actors) and the
filtering of effectiveness and efficiency criterathin development projects once dominated by
political convenience.

In sum, after the end of the Cold War developnpatities started being managed by profit-
driven actors implementing profitable solutionglevelopment needs.

1.3 FROM ETHICAL BUSINESS TO INCLUSIVE BUSINESS

What has been showed above was an institutiombatanceptual transformation which
addressed development aid over the last eightysyaara result of geo-political dynamics as well
as evidence collected over time from field proje€tsnsequence of such an evolution was the rise
of a phenomenon called “Ethical Business”. Theelatneant to respond tonorally right or wrong
issues, (Crane and Matten, 2010:5) aimed at couplingdippdriven approach with ethical values
informing expectations and methods of businessamphtation. According to Ardichvili et al.
(2009) there are five characteristics that typtfyi@l business: mission and value driven,
stakeholder balance, leadership effectivenessepsoaitegrity and long-term perspective. All of
them contribute to shape the concept’s keystonéstwyber se has no univocal definition, yet it
represents a catalyst concept gathering differgpergences with a shared inspiration. Adding on

that, Sausen (2005) conceptualizes ethical busasetse examination and application of five

31



standards of ethical behavior, namely: the lawanizational and category code of conduct, ethical
expectations and internal moral standards. Therlate, according to the author, the sources of
ethics which most significantly incentivize busisegtors to include ethical values within their
business practices. In practical terms, insteadrdoclassical business model, whose goal of
optimizing costs and maximizing revenues can creatél disparities and environmental
imbalances, ethical business provides lower maigin& more stable long-term performance as
well as a solid brand reputation.

Beyond the many possible definitions of ethicadibass what, represents the innovativeness
of the concept is the fundamental challenge of emgyoositive margins to firms involved in pro-
poor activities, while simultaneously fostering isband environmental gains. An important
theoretical application of the concept of ethicasibess was the Elkington’s (1999) “Triple Bottom
Line”: this refers to a conception of business ablensure the same prioritization of economic,
social and financial gains at the beginning antth@tend of the investment period. Building on that,
Collins (1994:5) claims that the specificity of il Business is to create value and building trust
among the involved stakeholders. More precisellidat business goes beyond the rigid separation
between producers and consumers to add value al@ryg passage of the supply chain, thanks to
the many different actors that, at various levietsje a role in the creation and implementation of
the business proposition. As summarized by NietssehSamia (2008) ethical business provides
outcomes able to yield development across the systetably, “Corporate Philanthropy” or
“Socially-oriented Business” are all synonymoushaf same coupling of profit and social values
within business models (see also Tuncer et al8R0W this regard, it is important to consider the
term “social” very broadly, including everything weh has a positive impact on deprived human
communities, from employment creation to gender @ngsment.

Concerning the inclusion of environmental aspastpart of the broad category of “social
values”, the literature is still divided: some authconsider the environment as inherent to the
social context, given its fundamental role in cidmiting to a satisfying livelihood (Shiva, 2012);
others, prefer to separate the two areas in oodeighlight different tools and approaches for
measuring positive gains within the two realms {®&lbwitz and Hennicke, 2005). Here the two
domains will be recognized as complementary giveir equivalent contribution to developmental
improvement¥, but they will be described separately in ordeggamore in depth into their

respective specificities.

12 See also: Castellani G. (201Responsabilita Sociale d’'Impresa e Bilancio di So#tilita, Rimini, Maggioli
Edizioni.
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To organize the many examples pertaining to théc&l Business realm it is necessary to
clarify the stark separation between ethical gabtained from the core business, from those rising
from ethically-friendly activities implemented beybthe core business of a firm. Such a criterion
is fundamental because it marks the separationdagtwwo branches of Ethical Business:

Corporate Social Responsibility (CSR) and Inclugwsiness (IB).

Corporate Social Responsibility gathers everyatite developed by a firm, whose
beneficiaries are not only the shareholders busthkeholders, namely the broad spectrum of
people interested by the firm’s impacts on theetydiGarriga and Mel€, 2004). Part of this
category are consumers, input providers, retailecg| institutions, competitors, or in other wards
everyone that can be touched by the effects ofsfiantivities. Against the idea of having moral
duties with exclusive reference to shareholderge@fnan, 1970), Corporate Social Responsibility
does not address the core business of the compawsgyver, it concurs to its maximization because
it can optimize production processes (Lankoski,8@hd brand reputation (Hoogiemstra, 2000).
Hence, as reckoned by Khanna and Anton (2004), ettive advantages are the stimulus for firms
to implement CSR activities such as quality envinental management or environmental reporting.
Adding an international perspective to the issuwkifs (2007) argued that companies from
developing countries are equally motivated to esd@@SR initiatives, particularly by greening their
businesses, due to a process of growing interretolitical engagement, market integration and
transnational social communication. These factndd a so called “convergence dynamics”
whereby external pressures trickle-up developingitiies’ CSR to the standards of firms from
advanced markets (ibid:304).

Contrary to that, Inclusive Business refers tméirand profit-driven actors ensuring social,
monetary and environmental returns stemming fraar thwn core business. Overall, the
conceptualization of Inclusive Business is a faidgent phenomenon stemming from a debate
about the interconnections between business anetalocalues that gathered momentum in the
early years 2000, as visualized in the followingtymie showed during the BOP Global Summit
2013, November'6.10th.
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Figure 1.4 Growing Momentum in the BoFSource Prof. S. Hart (2013).

According to a definition of Inclusive Business@n by the International Finance
Corporation (2010) Inclusive Busineggfers to profitable core business’ activity théda
tangibly expands opportunities for the poor andadigantaged in developing countries. Such
business models can engage the poor as employggsiess, distributors or consumeérgbid:1).
More precisely, as reported by the study, Incluglusiness is a two-folded concept: similar to
mainstream business for being a commercial operatial not an add-on as for philanthropy, yet,
alternative to mainstream business models givecrigetive strategies required to target a
substantial number of people with accessible preeldg@ment products or services. Moreover,
another study by Jenkins et al. (2011) claimsdhah a business approach is characterized for
adopting innovative tools to overcome the infrastneal constraints typical of low-income markets.
For example, smallholder procurement, micro distidn and retail, experience-based customer
credit or e-transaction platforms are all strategeeadopt in order to enable the environment for
Inclusive Business strategies. Finally, as reckdneGradl and Knobloch (2010) the entire
business proposition has to be customized topétisic features that characterize the kind of
markets involved; (ii) the cultural assumptionsitgb of the beneficiaries and (iii) context-related
specificities of targeted products or servicesti@nfirst point, for example, to understand the
regulatory environment, local competitors or thesgnce/absence of monopolies is key. For the
second point, figuring the level of people’s liteyar the relevance attributed to trust and familia
connections helps the deployment of Inclusive Bessninitiatives. Finally, capturing the capital
intensity of the goods provided, or the kind diaition network to rely on is crucial for possibly
scaling the market (ibid, 2010).
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* 1.3.1 Two pioneering examples

In order to better explain the concept of InclesBusiness, it is important to enrich its
theoretical definition with significant examplesdarify its practical features. Microcredit andirFa
Trade will be presented to explore the rationalitelinclusive Business initiatives.

Fair Trade refers to a virtuous market systemhictvpeople in the Global South produce
handcrafts or source crops to sell in advanced etadaffee et al, 2004). A Fair Trade supply
chain is typical for ensuring a fair and decent fmaghe producers particularly in the early phasfes
the supply chain. Fair Trade labels, respondirg et of principles codified at international level
guarantee to consumers that such products resuaitdrclose and respectful relationship between
producers, buyers and retailers (Renard, 2003T9.International Fair Trade Organization is the
institution which codified the ten principles ofiF&rade, among the others: ensuring transparency
and accountability, paying a fair price, avoidingld labor and forced labor, respecting the
environment, promoting gender equity (WFTO, 200%e concept underpinning Fair Trade is to
reverse the unequal redistribution of revenuese@apy from food crops) at international level.
This is a point in close connection with the Deparay Theory, an international relations’ thread of
literature looking at the asymmetrical power betwaeh and poor countries as the cause of unfair
labor conditions and ultimately low level of devahoent (Prebisch, 1959). Contrary to that, Fair
Trade goods are produced responsibly and are dftereonsumers, typically of advanced markets,
willing to pay more in exchange for the respedatibr standards (De Pelsmacker et a.l, 2005).
Interestingly, even though the traditional direotaf Fair Trade has long been South-North,
according to Jaffee et al. (2004:194) there ardairaxperiments within South-based or North-
based markets, as for the Fair Trade Tortilleldexico) or the United Farm Workers Fair Trade
Apple Campaign (USA).

In sum, the contribution of Fair Trade as an exXamopEthic Business stands in
demonstrating that “Trade, not Aid” (Renard 2003:8% powerful way to improve labor
standards in disadvantaged areas, without overgakie need of a return from these market-driven

initiatives.

Microcredit is the second example of Inclusive iBass and, differently from Fair Trade, it
is conceived to address exclusively low-income toesi stakeholders. Microcredit first theorist,
Mohammed Yunus, adapted the rules of mainstreaamd@ to the peculiar social and economic

features of poor countries, where the rigid paransefior money lending prevented poor people
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from accessing loans because they were not credihw(Yunus, 2003). More specifically, he
codified a set of principles for giving small quidies of money to groups of poor people, preferably
women. These are the specific principles: to carsadcess to credit as a human right, to avoid any
formal contract for money lending, just relying mmitual trust, to approach poor people with door-
step services and to imply interest rates commaiteswith the solvency potential of poor people
(ibid, 2003). Consistently with Inclusive Busingssciples, Microcredit rejects charity or
philanthropy as the answer to poverty preferring@pletely new methodology to cater for poor
people’s needs, tailoring a new business modeleshap their specific requirements. Among the
many perspectives through which microcredit has lstadied, two are particularly interesting for
their social impacts: gender empowerment and graeruity.

Concerning the first point, microcredit prefersmen as recipients of loans instead of
following the patriarchal model which identifies mas the reference for any social interaction. In
so doing, microcredit responds to the evidenceamhen managing household’s resources, and
consider them as the best spokesperson for midibt¢ransactions. As argued by Mahmud (2003)
such a preference for women has increased fensadday to exercise power in intra-household
dynamics, contributing to empower them and to redyender disparities.

Concerning the second point, Anthony (2005) hgité how choosing groups of people as
beneficiaries, instead of individuals, boosts groapperation and compliance. More precisely
reciprocity, group identity and inner sanctiongéosolvency, proving that collective action

dilemmas can be reduced.

In sum, Fair Trade and Microcredit initiativeshalugh the one pointing at consumers from
developed countries and the second addressingibianies from poor countries, showed what
Inclusive Business is about: an overturn of ma@astr business assumptions in favor of needy

people from low-income communities.

As for the above mentioned examples, InclusiverBss actively involves poor people in
profitable activities, bypassing the former modgboverty alleviation based on publicly-driven
charity. What is particularly interesting of sucttlusive Business strategies is that they overcome
structural constraints that typically charactet@&-income countries, such as: limited market
information, inadequate physical infrastructuressing knowledge or skills and restricted access
to capital (UNEP, 2008). Because of that, Inclu®usiness has to be innovative, meaning able to
reshape business models to face such criticalitiele keeping the balance between developmental

and economic returns. Kharamachandani et al. (20@8)ights, for example, that Inclusive
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Business often looks at the informal sector in otddearn how poor people experience market
dynamics, helping them to improve the low qualityozal products and to increase local
competitiveness. Additionally, Inclusive Businesgalled to experiment new technical solutions to
build local capacities or to set up partnershiph won-traditional partners (London and Hart,
2004).

Besides experimenting new business propositiored)dive Business strategies are
particularly relevant in terms of environmentaltausability. Indeed, beyond being targeted as new
types of development actors, firms are specificatigortant to harmonize development, economic
and sustainability needs. For example, as reckbgesthmidheiny (1992), business can
dramatically contribute to environmental preseativhile adopting the Polluter Pays principle.
Additionally, the author highlights the importanmieprofit actors sustaining the costs of
environmental labeling operations, which help rédgievaste and pollution along the supply chain
while informing consumers. Finally, the author rgaizes how companies partnering with public
institutions can create alliances of actors williogoordinate their efforts towards a more
environmentally sustainable production, thus insiregstandards and disseminating best practices
(also Andonova, 2009).

In sum, Inclusive Business rational relies onabknowledgment that market forces are not
unknown to people from low-income countries, eithgproducers (as for Fair Trade) or as
customers (as for Microcredit). What is innovatbfdnclusive Business are two aspects: (i) the
need of re-shaping the business proposition inrdodevercome the many constraints that, in low-
income countries, hinder market development andtfie adoption of greener business models to
improve the environmental records of mainstreaninasses while ensuring affordable products or

services for people from low-income countries.

1.4. THE BOTTOM OF THE PYRAMID THEORY

A seminal contribution to the Inclusive Busindgssrature is the “Bottom of the Pyramid
Theory”, (hereafter BOP), which gained an immedmtamentum since its first conceptualization
in 2002 in the articleThe Fortune at the Bottom of the Pyramithis theory, authored by J.K
Prahalad and Stuart Hart from the Cornell Univgrsitivanced the debate about Inclusive Business
models shedding light on their disruptive poterfiaalthe entire global economy.

The starting point for the BOP is considering ghebal market as segmented in different

income-based tiers, piled up in a shape of a pyfaAtithe bottom of such a pyramid, at its largest
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tier, in 2008 there were 2.47 billion people liviwith less than $2 a d&y This massive amount of
people has never been reached by any attempt frivatgpcompanies to address and solve their
developmental needs because, due to their poardasa poor people could not guarantee the
minimum purchasing power to establish a valuabteroercial exchange of goods or services.
According to the author, however, this assumptias to be reversed in order to transform a
business constraint in a business opportunity,if@pét the poor as new potential customers. What
big multinationals should do, therefore, is lodk at globalization strategies through a new lehs
inclusive capitalisth(Prahalad and Hart, 2002:1) in order to contrébiat growth and poverty
reduction. In other words, poor people representiaagerial challenge for pioneering
entrepreneurs willing to test the market poterdfaduch an underserved income segment,
additionally obtaining developmental and environtaéimprovements (Prahalad and Hammond,
2002). As affirmed by S. Hart during his lecturere BOP Global Summit 2013, the difference
from mainstream business is that the latter, fotasehe top of the income pyramid, creates needs
in existing markets, whereas business at the battfaime income pyramid creates markets from
existing need$.

Reasons for business initiatives not to targeptiwr were a set of distortive assumptions such as:
(i) mainstream business cannot concur with the stogtture of poor markets, (ii) only developed
markets appreciate and can pay for new technolo@igshe lowest income segment is no
guarantee of long-term sustainability of profitiaiives (Prahalad and Hart, 2002:4; D’Andrea et
al., 2004).

Prahalad and Hart suggested four strategies folemmenting fruitful business initiatives in
the BOP segment: customizing product developmeshtdastiribution to local features (e.g relying
on local networks for distributing goods in rura¢as where infrastructures are lacking), innovating
the products/services to respond to BOP constrauntdh as ensuring robustness and multitasking
features, prioritizing sustainability through theewf recycled materials, renewable energies and
low waste intensity, and finally, ensuring profilék relying on high volumes of sales and
investment intensity (Prahalad and Hart, 2002:6).

Notably, Prahalad and Hart (2004) affirmed thattmationals are the key actors to implement
BOP strategies because to radically innovate tlsgbas model it is crucial to invest in research
and development and to rely on a knowledge baseimgifrom different markets and countries. In

their following publications, however, this trustthe role of multinational corporations will be

13 Source: Development Research Group, World Bank,[2f112. Data available also at:
http://www.worldbank.org/en/topic/poverty/overview

14 Stuart Hart’s kick-off lecture titled: “BOP: pusty the boundaries”. First BOP Global Summit, Novem' 2013 ,
San Paolo, Brazil.
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smoothed until affirming thatMarket-based ecosystefireclude] SMSs, single entrepreneurs,
NGOs and cooperatives, not just MN@Brahalad, 2011:XXV). On this point, Jaiswal (30(2)
mentioned that larger firms can paradoxically agabblems in BOP contexts due to their
resource-intensive production process, as for éise of Coca Cola contaminating with cadmium
the groundwater of Palachimada village in Keraker8ingly, on the role of multinationals
implementing BOP initiatives, an interesting cdmtition came from Halme et al. (2012) who
defined “Intrapreneurial Bricolage” the attemptteate internally to big corporations’
headquarters the cultural inclination to overcomestraints such as short-term profit
maximization, shortage of time, lack of adequataricing or expertise. What the authors claim,
hence, is that being a big firm does not necegsadilitate the diffusion of a BOP-friendly attda
within the corporation.

In sum, BOP initiatives aim at generating selftaued growth in order to demonstrate that
profits and poverty alleviation can be coupledatirey virtuous synergies enhancing development
and growth at the base of the world’s income pydaghondon, 2007).

In order to organize the many contributions, ia fibllowing paragraphs three cornerstones
of the BOP theory will be clarified: (i) the markadtential of the BOP tier; (ii) the type of

relationship to establish with poor people and (iie need of an innovative business model.

» 1.4.1 Market potential of the BOP tier

From what previously said it emerges that the Bi@d®ry is exclusively addressing firms
for implementing BOP businesses in low-income coest The business case to justify firms
embracing such a new business model is relatdtetmarket potential of the BOP income
segment, which is growing size and purchasing pgitammond et al., 2007). According to
Gueslaga and Marshall (2008:417) the BOP tier ausoier more of the 50% of the purchasing
power in low-income countries. Even if not comp#eah absolute terms with the purchasing
potential of non-BOP segments, the poorest of dor pave a considerable market share due to the
additional premiums that they must pay on everghiney want to buy. This additional charge,
often called “poverty penalty” (Prahalad and ha@04:11), stems from particular market
distortions which characterize the BOP segmentd) as local monopolies, corruption and poor
distribution channels. These market inefficien@esthe reasons, for example, for poor people
from the Dharavi area (India) paying from 600 t@Q@ercent interest for credit (ibid:2004).
Hence, according to the author of the BOP Thetwy BOP segment is both burdened by the

structural constraints and distinguished by enosremonomic potential.
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Among the academics, the market potential of t&&Bector was long debated. Karnani
(2006:5) claimed that Prahalad and Hart were impedia defining the income potential of the
BOP sector. Moreover, he affirmed that the expeptedlt returns are lower because multinationals
repatriate profits at the financial exchange raie @ot at the Purchasing Power Parity (PPP). This
means that the market potential of the BOP sest$0i3 trillion and not $13 trillion (ibid:2006).
The size of the segment was also contested byrke(®005), who affirmed that Prahalad included
people from the middle class within the BOP tiByg increasing its volume. Partially closing the
gap between these opposed positions, London (20Qded that income is a misleading variable to
define the BOP tier and suggested to considerti@segment pooling a population so poor to be
forced to transact within the informal market eamyo Seemingly, Bais (2008:6) concludes that
“the BOP population ighe one which ishardly integrated into the global market economy &or
sure does not benefit fronj.it

Finally, Gueslaga and Marshall (2008) posit thedn® differentiate the market potential of
BOP tiers according to their geographical locadod expenditure composition. More precisely,
Asia has the highest purchasing power relativeftec# Eastern Europe and Latin
America/Caribbean; the greatest buying power pestt the lowest income tier (annual income of
$1000 or less) in Africa and Asia and the tier 2080 or less in Eastern Europe and Latin
America/Caribbean. In terms of expenditure compmsithe BOP tier spends primarily on food,
housing and household goods, whereas accordingrnantbnd et al. (2007) poor spend mostly on

food, energy and housing.

1.4.2 Partnering with the poor

One of the most important aspect of the BOP thepntlye need to cooperate with people
from the BOP tier in order to develop togetheretpf business that could fruitfully apply to the
BOP context. Indeed, firms are expected to inve#t i infrastructures and trust. Karamchandani
et al. (2011:4) for example, highlights the impaodea of partnerships with local people to have
access to potential customers located in remotesahe this sense, the type of improvements
deriving from local people are linked to a betteowledge of the territory and of the existing local
networks. Building on that, Karnani (2006:23) sugjgdo view the poor as entrepreneurs and
producers and not only as minor actors at the étitecsupply chain. Seemingly, Habib and
Zurawicki (2010) in a paper dedicated to the rdlbusinesses in the BOP Theory conclude that:
“Strictly looking at the poor as customers for mgkpmofit is neither hugely attractive nor does it

fulfill the socio-economic objective of reducingvpay’ (ibid:29). Such an insight is strongly
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supported by entrepreneurs from the BOP segmeggy éa accept a stronger role in BOP business
definition within their own market. On this poifior example, Dr. H. Hande from Selco Power
(India), stated that poor people are not passiegients of production process, instead, they are
“asset activators”, namely key actors for magnifying the effectstioé business model within the
BOP context. About that, Bais (2008:3) suggestsghdting towards a more inclusive BOP
business development has two main consequencegsosisaility to develop new products in close
conjunction with the local communities and the ticeaof unconventional partnerships between
companies and local institutions/NGOs/governmenids An example of this BOP co-venture is
reported by Cross and Street (2009) regarding a iB@Rtive sponsored by Unilever Lifebuoy
soap in the Kerala State (India). The authors dessias this business was established to halt the
diffusion of diseases due to poor hygiene practitasy found that initially the firm was intended
to simply enter the BOP segment with superficialmk about the social improvements linked to
the diffusion of Lifebuoy soap. Such a mainstreand lof marketing was firmly condemned by
Kerala’s authorities, which argued that Unileveswiastroying local soap factories with a neo-
imperialist attempt of market colonization. Respgagdo that, Unilever decided to adopt a more
participative approach, like financing workshopacteing the importance of hand washing and
microcredit loans for women working as retailersité@mes were, in addition to higher sales, the
improvements of hygienic practices and the empowatrand education of women and children.
At a theoretical level, the importance of partngnwith the poor gave rise to the BOP
Protocol, developed by Simanis and Hart (2008)s Téiers to a document defining the passage
from a so-called BOP 1.0 to a BOP 2.0, where theéo represents a BOP business model
exclusively selling to the poor, whereas the sedookls at BOP business co-venturing with needy
people. More precisely, the BOP Protocol reckoedtiportance of selecting the business site and
local partners, proceeding with the team formatpmeparation and business implementation side
by side with local people from low-income countr{sse also: Michelini, 2012:5). Finally, the BOP
Protocol presents operating guidelines for firmeeng the BOP tier and a Code of Conduct
requiring, among others, the need of ensuring aaleshare of the business revenues with the local
communities or the use of the most appropriatesaisthinable technologies (ibid:48).
In sum, the BOP theory highlights the importanca demand-driven business model in which the
needs of people from the BOP are placed at theafdbe business proposition. Such a demand-
driven perspective, according to Riordan (2007:50an innovative approach that differentiates
BOP initiatives from development assistance. Thiemal behind the need of involving poor
people, those called “fringe stakeholders” by Heud Sharma (2004:7), is to identify, explore and

15 Dr. H. Hande from Selco Power (India) was a keyueer of the CARIPLO conference “Disruptive thinkeshaping
solutions for poverty alleviation”, January 28th130 Cariplo Foundation Congress Centre, Milan.
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integrate the views of marginalized stakeholdemsrder to manage disruptive changes in business
strategies to be applied in BOP tiers. Consequeashaffirmed by Selsky and Parker (2005), firms
involved in BOP initiatives must consider the cr@atf Cross-Sector Partnerships (CSP) pooling
together different actors working for the fruitioiplementation of BOP initiatives. Business/non-
profit, Government/Business, Government/non-piaxiid tri-sector partnerships are required to
merge the specific know-how of poor people and B@fPepreneurs, tailoring the best BOP
solutions for a certain product or service. Ongpecific role of such partnerships and advantages
brought by local partners, van der Klein et al.12@) listed seven reasons for which the private
sector should work in collaboration with the BO&rtifirst, BOP partnerships help understanding
the demands at the BOP; second, they provide atagiperate; third, they address infrastructural
deficiencies, for example in the distribution systdourth, strengthen innovation capacity (as
previously pointed out by Bais); fifth, they clariivhat are the missing steps for implementing the
business in a profitable way; sixth, they guaramigdgitional internal resources and, last, theyallo

the scaling of impact of BOP ventures.

1.4.3 Innovation at the Bottom of the Pyramid

The third crucial aspect of BOP ventures is th@ipvativeness, required to boost social
transformation with marketable solutions at theehaisthe income pyramid. More precisely, firms
are called to innovate their products/servicesmmodesses to serve the unmet needs of the poor
instead of offering micro adjustments to alreadigtixg products (Deloitte Touche Tohmatsu,
2006). Boyer (2003) listed a series of assumptibascompanies have to review if they want to
keep the profitability of their businesses in B@#< to perceive the barriers to market entrytisuc
as distribution hurdles and fears about non-Wesgteltares), to avoid the “West knows best”
attitude; to rethink technology platforms mixingghiand low tech solutions; to focus on functional
needs and services, not just producing more predtecexplore shared use/access models and,
finally, to shift from an economies of scale memyalowards more distributed and small-scale
operations. Building on that Nakata and Weidned @larified the main managerial implications
for firms changing the business approach. Thegdtttat, in practical terms, it is important to
make products visually comprehensive (to commuaeitiair features to illiterate people); to design
products for collective needs and to employ an @&tordistribution so to reach rural areas.
Moreover, the authors suggested to reverse thetigineof business definition, traditionally going
form the idea to the product, finally activating tmarketing campaign. The suggestion is, on the
contrary, to begin with studies about the needslfdl and subsequently develop the production of
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an appropriate, valuable and sustainable goodg®hekis first to“...learn about the needs and
aspirations of th¢BOP] community by walking in their shdg#id:30).

From a theoretical standpoint, Viswanathan andhariah (2012) argue that traditional product
development research needs to change in ordeatalah its traditional roots in formal, advanced
market contexts and get closer to the BOP cont&kis latter, with their specific features such as
intensity, corruption, poor infrastructures requareompletely different approach to product
development. More precisely a multifunctional cotigriven product design process, a user-
centric approach and integrated local skills arewdgestions that concur to the customization of
the managerial evolution on BOP tiers. On this pairecent contribution came from Pfitzer et al.
(2013), for whom a company willing to innovate &rared value creation may follow their step-by-
step approach consisting in: embedding social m& g, defining the social need (ii), measuring
shared value (iii), creating optimal innovatiorusture (iv) and, eventually, co-creating with
external stakeholders (v). Weidner et al. (201@) theht it is important to focus on different megtic
avoiding to concentrate on margins and focusingingle unit sales. Moreover, the authors suggest
to tap into diverse disciplines, as suggested gk&ivarty (2006) with regard to consumer
psychology, to learn how to see market barriees different perspective, for instance by
conducting participatory research and by adoptmgvative sizing and price-markup conventions.
For example, Weidner et al. (2010) mentioned tise cd Reliance Infocomm, a BOP initiative
which abandoned Indian-industry pricing conventigivéng access to their system to those
hardware producers that pledged to offer low-prigeies (ibid:560). Another insightful example
of the need to be innovative in order to entertfially in a BOP context is the one presented by
Cooper and Boye (2007) about BOP penetration @cteghmunications. The authors posited that
adopting a customized approach to enter the BOReaigmay not be enough if goods are
delivered in the absence of local infrastructumes @ducation activities guiding the adoption of the
new products. Hence, beyond an innovative busipegsosition, what is key for the success of
BOP initiatives are partnerships with local indtdas to create the enabling environment for these

goods to fruitfully serve the poor and create oppaty for poor people.

One of the reasons whereby the disruption of ni@am firms’ assumptions and of
mainstream business models become evident wasddtathe need of entering the BOP segment
with environmentally-friendly goods and services. #&gued by Prahalad and Hammond (2002:8)
tapping a BOP market cannot be done by sellingtieap version of goods used in advanced
economies. This would have fatal consequenceddbafienvironmental balances, undermining

the positive developmental outcomes of BOP venturssibsistence markets. Indeed, considering
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the massive amount of people living in low-inconoeatries that may become consumers of BOP
products or services, it is crucial to analyzedgheironmental impacts of BOP businesses so to
avoid environmental hazards. This point was origyrtauched by Prahalad and Hart (2002:4) who
mentioned the importance of avoiding the replicatd mass consumption habits in the BOP tier,
particularly considering waste creation. About thia¢y optimistically concluded thaMNCs
involved in BOP markets have the ability and théivation to find solutions to the problem of
packaging in emerging markétd$rahalad and Hart, 2004:57). Beyond this wishdosider the
waste deriving from new products entering untappadkets, the duty to adjust BOP production
processes to environmental needs was ancillaryekample, in the study conducted by London
(2009), only one reference is made about the neasidid environmentally-unbalanced business
models. More precisely, land and water qualitylsted as points to clarify in order to deeply
understand what implementing a BOP venture bribgsi(ibid:108). Moreover, Karnani
(2006:10) briefly mentions the ecological impadt8OP initiatives but without suggesting any
possible solution. The latter, are suggested byi\{i2008) who to reduce the environmental
burden of BOP businesses funded out that markatiolg corporate innovations and CSR are
possible alternatives. Moreover, among non-martleitions, government regulations, self
regulations and civic action may fruitfully avoidatogical risks. Finally Tuncer et al. (2008) focus
only on the consumption side, suggesting repauices to reduce waste as well as the introduction
to service-based business models.

Responding to such environmental concerns, whildarcing the need for innovative
business models, Prahalad began writing a bdlakt generation Business strategies for the Base
of the Pyramitl (2011), which unfortunately could not ultimateedio his premature death. His
work was continued by his colleagues Ted LondonStadrt Hart who finalized the book.

In this fundamental work, it was introduced the&rConvergence Theory (GCT hereatfter)
namely the theoretical evolution of the BOP Theeryiched by environmental and participative
dynamics. On the first aspect the GCT sheds lighthe opportunity to experiment green
technologies in BOP markets due to the absenceropetitors and the rapid diffusion of
technological innovations. More specifically, acluhedging that green technologies are often
disruptive in character, London and Hart (2011i88ked at BOP segments as ideal labs to
implement the green technology potential with rs& of path dependency. To this end, green
technologies need to be customized to the BOP rse@mely: distributed, on-site, labor intensive
and bottom-up. Here stands the innovativeness ¢ Bitategies: the goal of harmonizing BOP

needs, profitable outcomes and green/innovativetisois.
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Hence, coupling the BOP Theory (profit-driven) angreen technology sensitivity
(environment-driven) it is possible to address pp&l BOP markets with a business strategy for
boosting Sustainable Development locally. The twilhars ultimately state that on the long term
this process will lead to a “reverse innovatiordmely to the migration of green and affordable
BOP goods to the top tier of the income pyramicthsa process, already called “The Great Leap”
by Hart and Christensen (2002) (who yet overloakeédcological potential) may concur to
greening the world economy thanks to such bottonasayes of innovation. As noted by Immelt et
al. (2009), trickling up the global market with B@ttiatives is the opposite of the traditional
“Glocalization” process wherein multinationals dieyeinnovative products in developed countries
and then export them worldwide. In this view, thelusion of the environmental variable in the
BOP Theory implied an enlarged scenario for pradibrs interested in doing good, green and fair.
Finally, as suggested by Michelini (2012:8), thelietion of such business models has always
been conceived amongst different low-income comtiesiYet, considering that the number of
people below the poverty line in Europe has readl®#d of the entire population, it may be the
case of scaling BOP business models to the loweste tiers of more advanced economies, and

not only towards other low-income communities @fSiedeveloped countries.

1.5 FOOD FOR THOUGHTS

This chapter began with the illustration of how ttoncept of Sustainable Development was
coupled by the development of indicators of Str8agtainability and Weak Sustainability.
Furthermore, it has been shown how such indicdtigidighted different issues related to the
concept: hidden material flows, international tradéangible capitals were all aspects whose
relevance was reaffirmed thanks to the emergeneesoientific and political debate about
Sustainable Development. Notably the policy imglamas stemming from such theoretical debates
were also considered.

In parallel with that, the progressive involvemehthe profit sector as a development aid
actor was presented in order to signal the filgeohprofit-driven principles within pro-
development policies at international level. Maralepth, the emergence of a consistent branch of
research called Inclusive Business was presentemldesmonstrate that the academic community
was acknowledging such a process, giving risedorttical and empirical contributions. Finally,
the Bottom of the Pyramid Theory was presenteceszidbe the most debated example of Inclusive

Business.
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Hence, on the one side the concept of Sustaidlelopment revealed crucial
development dimensions never investigated by moywi@sed indicators of growth (such as the
GDP), on the other, the Bottom of the Pyramid Tlguusited to obtain positive outcomes exactly
in the three areas (society, economy and envirotjntiegt characterized the concept of Sustainable
Development.

Considering that, what is still missing at themadtlevel is an evaluation of the extent to
which the two phenomena can be coupled. In othedsyahere is no evidence abut the possibility
to consider BOP initiatives as the “armed arm”rdérnational policies willing to reverse

imbalances detected by sustainability indicatars, mational or global level.
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Chapter two
Methodology

2.1 FILLING THE GAP: THE POLICY POTENTIAL OF INCLUS IVE BUSINESS
INITIATIVES

In the previous chapter it has been showed howléfiaition of sustainable development as
postulated in the Brundtland Report was accompauyeitie creation of different indicators,
namely analytic instruments able to indicate tivell®f Sustainability of a certain geographical
area or productive process. The rational behind suticators was to provide tools able to inform
policies conducive to better social, environmeatad economic outcomes. In so doing, such
indicators contributed to the debate about the @gpaf GDP to effectively consider all the aspect
of prosperity and well being, including social ar/ironmental variables within its components.
This was particularly true for Weak Sustainabilitgicators such as the ISEW.

In parallel, a crucial shift happened within tlealm of international development aid
policies: the latter, abandoned their institutityrariven and philanthropic nature became
progressively privately managed, profit-driven anadre participative of receiving countries’
instances and potentialities. A prominent exampkuch a conceptual shift towards a more
decentralized and business-driven way to implerdenglopment aid was the diffusion of Inclusive
Business initiatives. The latter were conceivedit@ the same relevance to environmental, social
and economic returns, thus representing a thirdlvedyyeen the classical development assistance
and mainstream business models selling goods wicesrin poor countries. Particularly for those
ventures inspired by the Bottom of the Pyramid Tiiesuch an innovative approach represented a
new way to couple the three dimensions of Sudbéeén2evelopment, suggesting that innovative
businesses can be the catalysts for social transtayn.

Consequently, what emerged was that, on the amg, itlse GDP was accompanied by other
indicators conducive to a more realistic understandf what prosperity and growth mean. This
was patrticularly true for Weak Sustainability inatiars, those adding social and environmental
values to the “personal consumption expenditur@gbmponent of the GDP. On the other hand,
the literature showed many innovative business tsa#e to go beyond the mere economic return
as the only threshold for judging the success ofifpnitiatives in low-income markets. The bottom
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of the Pyramid Theory, for instance, reckons tlwalsining green and economic values with social
improvements is a viable option.

Building on that, it is here supposed that the pienomena can be related and included
within a common policy and analytical framework ofitmer words, one can suppose that indicators
of Weak Sustainability depict sustainability trerds certain geographical area or productive
process, paving the way for Inclusive Businesswatations. This hypothesis is particularly
interesting looking at the ISEW indicator, the @meompassing social, economic and
environmental dimensions. For example, a decredSiBWV indicator shows that in a certain area
the sustainable economic welfare is dropping. BigkiBusinesses, more precisely BOP initiatives,
can be the solution for bringing the ISEW figureglbto positive trends, or in other words, for
increasing it again.

Such an hypothesis concurs framing the intellécoatributions stemming from Weak
Sustainability indicators and Inclusive Businessiaile within a common problem-solving model,
aligning them within the same pro-development potiocess. Moreover, the definition of a
common policy framework for analytic indicators dandovative business models would boost their
relevance in both theoretical and practical tefvhsre precisely, it would set up an operational
scenario in which the insights provided by the ¢atlors can apply, and it would enhance inclusive
business initiatives with a quantitative analytackground.

At international level, the only one case in whioblusive Business principles filtered the
political arena was the President Correa’s Govemntrdecision to include Inclusive Business as a
core pillar of its efforts to address socio-econoothiallenges. In 2007 the Ecuadorian Ministry of
Social and Economic Inclusion developed, togethdr the WBCSD and the Agency for
Development of the Netherlands (SNV), a policy algeshaped on the principles of Inclusive
Business, prioritizing four sectors, namely: agtio, nutrition, Fair Trade and artisan producsion
(WBCSD, undated). This example, thus, suggestshieae has been the intention to adopt
Inclusive Business strategies to shape the natfwigical agenda. Yet, such experiment was
exclusively at local level and was not informeddongtainability indicators as part of the policy
strategy. Globally, there has been no attempttegnate Inclusive Business within policy

frameworks responding to ISEW records.

In view of that, this study wants to shed lighttba policy correlation between ISEW trends
and Inclusive Business strategies, supposing tiedttter would leverage the economic, social and
environmental components of the ISEW indicatog gtobal level, thus representing the armed-

arm of pro-sustainability policies. As reckonedHghn (2012), indeed, Inclusive Business has a
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strong influence on various aspects of human digmt development. The author suggests that
Inclusive Business reduces the policy penaltieswitiimize the poorest population of low-income
countries, such as price gaps for basic goodsnpaauticals or access to credit. In view of that,
BOP initiatives can be seen as ways to enforcartiede seven of the UN Declarations of Human
Rights, claiming thatdll are entitled to equal protection against evdigcriminatiori (ibid:53).

The author concludes affirming that Inclusive Bess ensures improved financial freedom, the
right to self esteem and the right to provisiondis9).

Many examples of Inclusive Business initiativesfaon their beneficial outcomes
particularly within environmental and social donmsiA study of the UNDP titledCreating value
for all: strategies for doing business with the po@008) gathered a vast array of examples in
which Inclusive Business generated sensible huregaldpment improvements. For instance, in
the Philippines, a local firm called Coco Technaésgestablished an inclusive business model
producing cocofiber nets made from waste cocorut&ks. This business helped 6,000 families,
employed in manufacturing nets for slope stabilaatind erosion control. Additionally, CocoTech
provides supplementary income for non-productiveifiamembers and a low-cost,
environmentally-friendly solution (ibid, 2008:111)

As suggested by Hahn and supported by field eceleollected by the UN Agency’s study,
hence, Inclusive Businesses improve human digmaysecial inclusion dynamics. This is the
reason whereby in this study Inclusive Businessileas theorized as policy agent for translating
ISEW outlooks into consistent pro-Sustainabilityigies. Notably, the three-folded nature of such
an indicator, including economic, social and enwnentally-related dynamics, represents the

context where Inclusive Business outcomes may heeived and evaluated.

Considering that, the aim of this study is testfrthe hypothesis of a policy connection
between the significance of the ISEW Weak Sustditalmdicator and the contribution of
Inclusive Business strategies, can effectively gageway for innovative sustainable development
policies at a global level. To do that, the foctithes study will be on testing two specific asfseot
the above mentioned hypothesis: first, it will bedstigated thepatial flexibility (or
geographical replication)of inclusive business strategies; secondly, it belinvestigated their
institutional supporting landscape The two variables will be explained in the foliogy

paragraphs.

Spatial flexibility is a crucial variable to verify, since the replioa along geographical

vectors of Inclusive Businesses is important fahlreasons of theoretical and policy reliabilityy T
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understand more in depth the concept of spatisidiéy (here adopted as a synonymous of
geographical replication) it is possible to refeMike Smith’s words: {...) going to scale means
taking a promising innovation and replicating itanlarge number of places. Going to scale at a
significant level means spreading an innovatiomtighout an entire geographic region. In the
policy environment (...) it means taking an idea #e#ms to work in a particular setting, or in

multiple settings, codifying it and then enforcing..)**

. Considering that Weak Sustainability
indicators are meant to analyze different countaies production processes, it has to be that what
are supposed to be their policy tools, namely kigkiBusinesses, are equally flexible to be
fruitfully adopted in different contexts. In otheords, as the ISEW can be applied in different
countries or regions, Inclusive Business strateggesl to be implementable in different countries
or regions too.

About the point of the replication of BOP initiedis, studies are primarily focused on BOP
ventures’ scaling (Karamchandani et al. 2009:2g [htter is identified as the process whereby
successful BOP initiatives trickle up the incomegoyid towards advanced economies thanks to the
market penetration of their technological innovas@ombined with low prices (Hart and
Christensen, 2002:54). Calling this process “vattscaling”, there is no clear investigation about
it, nor about a symmetrical “horizontal replicatiaf BOP ventures, namely the latter’s migration
towards similar low-income community of differeegions. Only Hart and Simanis (2008)
illustrated the possibility to expand BOP initias/following what they calldn Open Pollination
modet (ibid:41). This includes a first period where iness ambassadors reach out new
communities disseminating the BOP approach; a sepbase in which the ecosystem of the
former business is linked to the new one, acceteydhe development of the business model and,
finally, a third one in which the enterprise isareated in the new community. Yet, such a
theorization lacks of practical details about hovwetioose other BOP segments in other countries,
what different actors might be involved, which #re best drivers to replicate and why. Finally,
Bloom and Chatterji (2010:8) found seven organazatl capabilities needed to scale social impact:
staffing as the need to recruit and train human resoumdd® best possible way;ommunicating
as the ability to convince stakeholders to chahge behaviors in a more sustainable walifance
building, as the process of building partnerships to reacial improvementdpbbying to be
aligned with institutional actorgarnings to be financially sustainable and, finakgimulating
market forcego encourage people endorsing the goal of reactogomic and social returns at the

same time. These actions concurred framing a nfodsbcial ventures’ replication whose

6 Mike Smith was senior counsellor to the secretaryvell as director of International Affairs at theS Department
of Education in 2010. His interview focused on theaning of scaling social ventures is includedhia publication:
Weiss H. (ed.) (2010%caling ImpactHarvard Family Research Project, 12-13
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acronym, “SCALERS”, offers a roadmap for socialrepteneurs interested in scaling their impact.
All'in all, despite the above mentioned contribas, all focused at micro level, the process

of geographical replication of a BOP venture reraahbscure, partially because too focused on

technological aspects (as for the Hart and Chrsstie’s model), or because too general and abstract,

namely lacking of detailed guidelines, hence, matugh tailored on Inclusive Business needs.

Theinstitutional supporting landscapeof Inclusive Business strategies is the secondtpoi
to test since ISEW includes social and environmestaables (e.g the value of volunteering work
or loss of primary forests) that can be trackedkilog at how institutional actors are participatiog
such dynamics. Hence, if Inclusive Business strategre meant to impact on environmental and
social records, the importance of local institupcommunities and intermediate actors working
for the correct implementation of BOP ventures ningstecognized and deepened. In line with the
hypothesis, for Inclusive Businesses to be the drammn of ISEW records there has to be an
institutional supporting landscape proactively ardnag, at national and international level, the
deployment of BOP initiatives. This variable isendnt at a macro level, for highlighting global
strategies to enforce global development policies.

The importance of institutions for ensuring deypeh@ntal improvements was addressed
primarily by North (1990), who argued that incontplestitutional settings do not promote
economic activities. In his analysis, the authatipalarly highlighted the role of institutions in
ensuring fruitful human interaction, avoiding thecartainties of human behaviors. Moreover,
depending on the type of institutional frameworkjxgen society may develop incentives to make
businesses flourishing, while others may stagnppeessed by inefficiencies and corruption. At
international level, the institutional context wasognized for its importance in balancing the
opportunities and the risks that globalization g§sim developing productive capacities in least
developed countries (UNCTAD, 2006:74). In this ¢dmmce, institutions are seen as a guarantor of
sustainable development.

Considering more specifically the BOP literatuhere are few studies addressing the point
of the institutional environment. For example, Graad Jenkins (2011:14) building on Moore’s
definition of “Business Ecosystem” (1996), ider@dithree types of institutional settings for BOP
businesses: (Private initiativesfrom an individual company, (iproject-based alliancemvolving
a company and one (or more) strictly related ozgtions, and (iiiplatforms which engage a
large number of stakeholders, representing the netestant setting for our study since it referato

macro level. However, the study does not investi@atwv the third type of setting can concur to the
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reach of developmental gains, possibly becomingdéal institutional landscape for ensuring
sustainable development worldwide.

About the role of Governments in BOP venturesndar (2009:84) suggested to consider
their importance in order not to delegate the lafient of basic needs in low-income segments
exclusively to private companies. Thus, in thisegéacal institutions are seen as legitimate
competitors of private BOP initiatives and not agpartners. Sanchez et al. (2007) sustain that
BOP embeddedness, leading to improve the institatienvironment, is motivated by the high
psychic distance of a firm in regard to low-incomarkets, suggesting that partnering with the poor
is necessary to foster the distribution processstitial trust and human resources recruitment.
Notably, in such a study only companies far fromFB&&gments (thus MNCs based in advanced
economies) are considered and the concept of emabadds is simply instrumental to reinforce a
mainstream business model, not an innovative one.

In sum, about the presence of an institutionapetpng landscape for BOP initiatives, it is
not clarified how the former may respond to glotbeVelopment strategies (i), how such a
landscape may translate the insights developedhregoaetical level into practice (ii), which actatrs

should represent (iii) and how flexible it could deer different countries (iv).

The novelty of this study is to suppose a poliokdge between ISEW records and BOP
initiatives, leading to an innovative policy framenk to enforce sustainable policies at a global
level. This possibility is tested through the vatidn of two variables: the geographical replicatio
and the institutional supporting landscape of BQBifess models. It is here assumed that both the
variables are necessary to make BOP initiativgsoreding to ISEW data within the same policy
framework. The aim of this study is, thereforeatswer to the one question:what ways, if any,
Inclusive Business can inform policies respondmtSEW outlooks at a global level?

By grounding the reasoning in empirical researaegscted in the following paragraphs, the goal is
to provide a greater vision for implementing inntw@ policies enhancing sustainable development
worldwide. This work also contributes to the resbasn two specific aspects rarely addressed by
the Inclusive Business literature: the scalabity8OP initiatives and the functioning of its

institutional supporting landscape.
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2.2 METHODOLOGICAL APPROACH

For the purpose of clarifying if and how it is pit¥s to define a connection between the
insights of the ISEW indicator and the implemewtatof BOP initiatives as consequent policy
response, a qualitative approach will be useddwige an in-depth understanding of the issue.

As stated by Hennink et al. (2011), qualitativeei@ch is suitable to investigate the context
in which phenomena take place, providinggpth, detail, nuanédibid:10) to the research.
According to Denzin and Lincoln (2000:3) inVolves an interpretive, naturalistic approachthe
world. This means that qualitative researchers gtilongs in their natural settings, attempting to
make sense of, or interpret, phenomena in terntitseoieanings people bring to thiemence,
gualitative research is any research not aimirguantifying physical materials (Strauss and
Corbin, 1998). In other words, qualitative reseaiths at offering an in depth analysis of the docia
and material circumstances of the observed adtwes, perspectives, opinions and histories
(Spencer et al. 2003 in Ritchie and Lewis, 2003).

In order to test the theorized policy connectietween ISEW trends and BOP initiatives,
gualitative research is the most appropriate metlogy because it uncovers dynamics not
detectable by quantitative approaches. More spadifi given the multiple dimensions touched by
ISEW as an indicator of Weak Sustainability (e.ghln, natural and man-made capital’'s
contributions to welfare) and the rich institutibeavironment of Inclusive Business initiatives,
gualitative research allows to disentangle inpp@sticularly stemming from the social realm,
which are difficult to detect via quantitative aysk. For example, asking about personal opinions
it may be relevant to let the interviewee freexpress its perspective and eventually analyze the
hidden social norms that concurred to that respans®ding any prior categorization of expected
answers, as for a quantitative survey. In sumattaption of an open-ended method of
investigation leads to rich and explanatory respsnsevealing the “why” and the “how” of a
certain phenomenon.

In this study the hypothesis to investigate is tfa new policy framework for sustainable
policies resulting from the interactions betweeBV$ data and Inclusive Business initiatives
specifically designed to improve ISEW trends. lhése assumed that, in order to test if such a

connection can be theorized, two conditions mukt trae at the same time:

1. a geographical replication of Inclusive Businesatsfjies must be possible, towards BOP

and non-BOP segments;
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2. asupporting landscape must be present, repregeaattiors from the BOP and the non-
BOP tiers

The first condition is needed to generalize a rhofipolicy response that can be extended
in different contexts, so to define a model of pplieaction independent from the location of its
implementation. This is particularly important txtend the use of ISEW data, and their relative
policy actions, at a global scale.

The second condition is required to ensure thadtsive Business strategies are shared and
co-created among key-actors in BOP countries, whigch strategies are implemented, as well as
within the scientific community where Inclusive Busss is theorized and theoretically advanced.

Finally, the study will combine retrospective aedl time data sources (Leonard-Barton,
1990 in Heisenhart and Graebner, 2007), namelyllitrwestigate case studies that will be studied
to increase the number and depth of records @&JMDP database) and real-time cases that,
together with observation, will avoid retrospectsansemaking and impression management (i.e

the interviews and the conferences’ participatianig, 2007).

2.2.1Geographical replication

The geographical replication has been tested fiogus two case-studies: Fez Ta Pronto
(Brazil, housing sector) and Agroils/BIND — Biofsgldustry Dominicana- (Italy/Dominican
Republic, biofuel in the Dominican Republic). THexe of selecting companies working in
different sectors and countries reflects the ithed tising “polar types” (Shuster and Holtbriigge,
2011:14) may reveal potentialities or criticalitefsthe supposed condition on a broader scale (also
in Eisenhart and Graebner, 2007). Such an appisadho motivated by the fact that Inclusive
Business strategies claim a universal applicabiliym education, to health or finance. In view of
that, it makes sense to avoid focusing on one sisgttor and to test the geographical replicability
of Inclusive Businesses in different domains. Thading and energy sectors have been chosen to

test the geographical replication of Inclusive Besss strategies because:

1) housing solutions tailored for low-income peopie @ery rare. As a matter of fact, the
majority of firms implementing the BOP theory ogesain the ITC, health or energy sector.
Moreover, the increasing demographic trends of iloeeme countries will increase the demand for
affordable houses in the future, resulting in amehdemand. Finally, housing expenditures are
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among the three top expenditures of BOP consurasn®vealed by Gueslaga and Marshall (2008)
and Hammond et al. (2007);

2) within BOP businesses the energy sector is prlyneonceived for domestic purposes,
such as heating or lightening (Prahalad and HaA42.37). Contrary to that, the BOP firm
involved in this study collects and recycles usksito generate biodiesel for industrial purposes.
The target on local industries, instead of housigigleeds, is important to understand if biodiesel
can play a strategic role, at national level, tovast the entire industrial sector towards a greene

energy path.

Looking more in depth into the two case-studiess possible to define a profile of the two
companies: the first firm involved in the studyaled Fez Ta Pronto and it is based in Macae, Rio
de Janeiro. Its commitment is to bring the higlyestlity of housing to low-income people. To
avoid the displacement of poor people in extendl@ts usually located outside the city, they
build vertical structures integrated within urba@amtes. Moreover, Fez Ta Pronto’s houses produce
no on-site waste since the gypsum blocks with whely are built are completely recyclable, non-
toxic and emit 60% less carbon emissions than atarolilding blocs. Additionally, houses
incorporate solar panels and hydraulic water ifegtah utilizing sourced and rain water. The latter
device reduces up to 70% of water costs. In tefnadfordability, Fez Ta Pronto’s mortgage
payment for an apartment unit is R$ 264 (maximuer)rponthvis a vis350 R$ required for the
rent of an averag@velaunit in the south part of Rio de Janeiro (Fez T@ak Report, 2012).

The second company involved in the study is callgubils/Biofuelsindustry Dominicana
(BIND). It is a business venture between AgroitsJtalian company specialized in technologies for
green energies, and Biofuelsindustry dominican&l®| which is based in Santo Domingo and
implements the business in the Caribbean countrgirCommitment is to providing green energy
for BOP industries. More precisely, Agroils/BINDllezts used oils from fast foods, hotels and
restaurants of the Dominican Republic, purifyingl @nocessing them to obtain biodiesel. Such an
activity is economically sustainable, namely thealademand is enough to cover production costs.
From the technical point of view, the biodieselreed from used oils ensures the same
performance as a fossil fuel. From the environnigudant of view, it is estimated a 63% CO2

emission reductions for traditional diesel blendatth 25-35% biodiesel (Agroils Report, 2012).

Data collection occurred via different sourcesmairy and secondary data. The latter

encompassed press releases and official reportsipedh by the companies. Primary data was
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gathered through eleven semi-structured interviewsior Agroils/BIND and five for Fez Ta
Pronto, with company members working for the firndiéferent levels. Questions were divided
into three sections focussed on social aspect&oamental aspects and questions related to the
geographical replication of Inclusive Businessegesions were phrased to favour a discussion
about the issue, thustaking the interviewees’ implicit knowledge morpliek” (Flick, 2009:156)
and avoiding questionnaire-like approaches. Howearerder to maintain a grade of homogeneity
among the three firms, the interviews had the sgnestions for all the interviewees. The number
of interviewees covered all the personnel involirethe definition and/or implementation of the
firm’s BOP strategy, hence, all the most knowledideactors were targeted.

The interviews took place between the 5th of dulg the 30th of July 2012 and their
duration was approximately from 30 to 50 minutew. the Italian company the interviews were
conducted by Skype from the 22nd of July to th8@ih 2012. Similarly, for the Brazilian
company the interviews occurred via Skype from3tieof July to the 20th of July 2012.
Concerning the language of the interviews, theyeveenducted in Italian and Spanish (for
Agroils/BIND), and English and Portuguese for th@&lian company. For the interviews collected
in Portuguese, an interpreter was contacted tglatnsimultaneously from Portuguese into
English during the calls online. In order to de&hwproblems of mistranslation amteractionist,
non-normative, dialogical'approach has been adopted, as suggested by Wa@E9@55112).
Anonymity was given as a possible option but negquested. Concerning data confidentiality, no
guestion focussed on technical aspects of firmsipcts, therefore, there were no risks of

information leakages.

Questions are reported in Appendix B.

2.2.2 Supporting institutional landscape

Concerning the supporting institutional landscasereported in the previous paragraph, this
was rarely investigated at international leveljost at local level, looking at the actors engaged
BOP initiatives in low-income countries. For exam@bantos and Rufin (2010), argued that BOP
institutional environments are typical for beingntralistic, non-linear, dense and with structural
holes due to the lack of specialized intermedigjileg:132). On the same topic, Viswanathan et al

(2010:579) concluded that subsistence marketstiamegty characterized by social networks
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building trust and social acceptance. This reckbasin BOP settings the buyer-seller relationship
is not necessarily adequate to explain the diffusiocertain products or services.

Such contributions, surely important to provideesailed knowledge of BOP relevant actors
and processes, does not allow to understand i @uer factors external to a certain BOP setting
which can help shaping the best condition for a BQ&iness to develop, responding to ISEW
trends. It is true that specific context-relatedditions are important for designing innovative BOP
models tailored on BOP potentialities and constsaimowever, looking at a more systemic level,
the institutional environment for incubating angblgpng BOP businesses within a global policy
framework needs to enjoy from the insights of tugibns pertaining to both the international and
the BOP contexts. Consistently with that, to inigzge this variable the perspective adopted by this
study will be at a macro level.

In order to shed light on this unrevealed asghetfunctioning of an institutional supporting
landscape has been tested focusing on the Bake Bfyramid Learning Lab network. This, as
explained by Gardetti (2007:66) is the scientiberanunity founded in 2000 by Professor Stuart
Hart, the co-author of the seminal articléhe fortune at the Bottom of the Pyrafriolgether with
C.K Prahalad. Such a community is entitled to réigeawareness at all institutional levels about
Inclusive Business initiatives, creating the bestditions for them to be implemented and
advanced.

In this sense, the BOP Learning Lab network caadseciated to an epistemic community
namely ‘a network of professionals with recognized experisd competence in a particular
domain and an authoritative claim to policy relev&nowledge within that domain or issue drea
(Haas,1992:3). Moreover, building on the re-congalation of what is an epistemic communities
made by Cross (2013), who stated that it cango®@érnmental or non-governmental, scientific or
non-scientific, and that their persuasiveness réstson their degree of internal cohesion and
professionalist(ibid:147), the BOP Learning Lab network appeassa crucial institutional
community to look at for clarifying the synergiestiveen BOP businesses and ISEW trends.
Additionally, BOP laboratories share the missiometeearch, disseminate and incubate new BOP
business models, they are nation-based and, fjraakyused at sharing projects and governance yet
maintaining their own juridical nature.

According to BOP Global network’s internal docurtse(2011), all the laboratories
worldwide have to respect four principles:

1) to maintain a focus on private-sector businesdets;

57



2) to focus on transformational businesses, naiélgtives that significantly improve the

livelihood of BOP segments;

3) to embed environmental, social and cultural ioip@n BOP strategies;

4) to have an aspiration to scale and propagate.

Purposes of BOP Labs are knowledge generatiorceheneating valuable contribution to
the BOP Theory, and knowledge dissemination inrai@@romote the concept, theory and
practice of the emerging field of BOP enterprisealepmerit(ibid:3). More precisely, the BOP
Labs do not carry out BOP investments, which isfitine's goal, nonetheless they consult and train
the private sector on how to develop successful B@Rtives. Such a network is, therefore, the
best community where to test the presence of agstipg institutional landscape for Inclusive
Business strategies since it is the only officialugp of experts, practitioners, entrepreneurs and
academics involved at different levels in the innpdmtations of Inclusive ventures. Hence, the
global network represents a constellation of inetirate actors operating, theoretically and
practically, to share projects and researchesaBtbP domain.

The BOP Labs network is organized in two branctiesEuropean and the Global network.
The European network encompasses the Europeanwhia$, are located in Spain, The
Netherlands, Denmark, Germany, France, Finlandd8weand France. In this study all of them,

but the French Lab, have been studied and interdew

BOP Lab’s profiles are different in nature sinceleaf them has been established in different

periods and through a different process. More pedgi

» the Spanish Lab, called Centre for Partnership®&welopment, is based in Barcelona and
it gathers international experts specialized irir@aship for development management.
They work in Strategic Analysis, Research, Trairang Raising the Awareness/Event
Management in the field of Sustainable Developrast Corporate Social Responsibitity
The lab is headed by Mr. Fernando Casado, fountkedmector, who was interviewed for

this study.

" \www.globalcad.org
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the German Lab, called Endeva, is based in Benlthibworks primarily on Inclusive
Business. They develop enterprise solutions foeigment and partner up with companies
willing to implement sustainable businesses in lneeme countries. They share knowledge
about Inclusive Business principles and work asresaltancy for the Ministry of
Development and private entreprenéfir§he Lab is headed by Mrs. Christina Gradl,

founder and director, who was interviewed for gtisdy.

the Finnish Lab, called Aalto Global Impact, ispensoff of the Aalto University’s
programs. They work at the intersection of sustamgechnologies, design and business,
developing multidisciplinary projects and reseasciidney are particularly engaged in the
involvement of local communities in Inclusive Busas projects, hence, they prioritize the
study of participatory approaches conducive tocthereation of BOP ventur€s The Lab

is headed by Mrs. Teija Lehtonen, development thregvho was interviewed for this
study.

the Danish Lab, called International Business Dgwalent, has been launched in 2007 by a
unit of the Confederation of Danish Industry. Thablworks organizing events, workshops
and study trips to understand and diffuse BOP lessimodels. Their main goal is to help
companies to develop effective strategies for td&Bnarkets. Moreover, they launched a
platform called “Access2Innovation”, which is fostg the diffusion of innovative
technologies in low-income segmefitsThe Lab is headed by Mrs. Sara Ballan, director,
who was interviewed for this study together with. Neicob Ravn from

“Access2Innovation” network.

the Dutch Lab, called BOP Innovation Centre, depelmarket-driven pro-poor innovation
strategies. To do that, it works with private compa, NGOs, investors, universities and
public authorities to facilitate sustainable inntbmas in BOP markets. Their main sectors
are Energy, Food and Water. They study and createwn models to enable the best
environment for BOP venturés The Lab is headed by Mrs. Myrtille Danse, exaaiti

director, who was interviewed for this study.

Bhttp://www.endeva.org

Y http://www.altoglobalimpact.org
Dhttp://www.boplearninglab.dk
2L http://www.bopinc.org
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« The Swedish Lab, called Inclusive Business Swé&g&nformally an NGO launched in July
2013 whose goal is to consult the private and th#ip sectors with regards to sustainability
projects at the base of the income pyramid. Dutlieginterview, the Lab was represented
by Mike Debelak, founder and CEO of Inclusive Besis Sweden. Inclusive Business
Sweden serves as a platform for creating awaresfaésslusive business, facilitating
collaboration between organizations, as well azéwmecting and supporting organizations

to create opportunities associated with the BOP.

The non-EU Labs network gathers laboratories from-BEuropean countries and, together with the
European fellows, it is coordinated at a centra¢ldy the Global BOP Network. The latter is
hosted by Enterprise for a Sustainable World, aprofit organization based in the USA. Professor
Stuart Hart is the founder of the Global Lab Netwavhich is directed by Mrs. Andrea Shpak.
Likewise the European Labs, also the non-Europ&gaR Bboratories have their mission in
generating specific research on Inclusive Busia@sisconsulting entrepreneurs seeking to

implement sustainable ventures. In this studynitre European Labs interviewed were:

» the Brazilian Lab, in the person of Mr. Edward Bavkho was interviewed for this study.
Mr. Barki is a professor of marketing at Fundacaduio Vargas, a Sao Paulo University.
He also coordinates the Base of the Pyramid tapiGl cev (Center of Excellence in Retall
FGV-EAESP), which is part of the BoP Lab Networkelcentre, created in 2001, wants to
play a leadership role as a catalyst for Brazg#tait development and evolution through
education, research and consulting. Its main des/are research and publication (i),
conferences and raising awareness events (ii)inc@t education (iii)discussion forums

(iv) and seminars (9.

» the Philippino Lab, in the person of Mr. Markus ieh, director, who was interviewed for
this study. Mr. Dietrich is the founder of the Asi8ocial Enterprise Incubator (ASEI),
whose mission is to boasiclusive business and renewable energy throughuttimg,
research and project development. Its goal is ttrgopthe Philippines as an investment

destination and source of innovative business nsddelthose sectot

2 http://www.inclusivebusiness.se/about/
2 http:/leaesp.fgvsp.br/en/TeachingandKnowledgeysiemters/gvcev
2 http://kbmarca.com/asei/
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the Colombian Lab, in the person of the directors Daniel Ortega and Yaromir Munoz.
Both Professors, interviewed for this study, cooatl the Colombian research centre on
BOP-related issues hosted by the Colombian EAFIivérgity within the EAFIT Social
unit. The latter is a department devoted to Corgosacial Responsibility and Socially-
oriented issues, involved in education and reseactikities aligned with the principles of

Inclusive Busine<s.

the South African Lab, in the person of Mr. Pigb@etzer, founding associate, who was
interviewed for this study. Mr. Coetzer is the Fdanof Reciprocity, the focal point for
Inclusive Business initiatives in South Africa,astshed in 2007. The aim of this BOP lab
is to develop pilot projects, conduct quantitativel qualitative studies and dialogue with

private companies leveraging their awareness aheytotential of low-income markéts

the Costa Rican Lab, in the person of Mr. FelipeePeacademic coordinator, who was
interviewed for this study, head of the area oft&usable Development at INCAE Business
School, Costa Rica. The mission of the INCAE Bop lsato upscale the BOP approach to
big multinationals in Latin America, exchanging kviedge and innovation about Inclusive
Business initiatives. They primarily focus on intigating ten Latin American case studies
of BOP initiatives in order to build evidence tansalt big firms on how to adopt Inclusive

Business strategi€’s

the Indian Lab, in the person of Ms. Pryia Dasgugit@ctor of strategic initiatives, who

was interviewed for this study. Her role is Dirgobd Strategic Initiatives at the
[ISE/Emergent Institute. The mission of the Emetdamstitute is to increase the number and
success of intrapreneurs and entrepreneurs foarssdcially inclusive and

environmentally sustainable business developmerth&®21st century. The lab is based in
Bangalore and it works along with field-based &ffés in India and partners around the

world?®,

the US/Global Lab, in the person of Prof. Stuantttdad Mrs. Andrea Shpak as founder and
Secretary of the Global network. Professor Hattésinventor of the Base of the Pyramid

approach, together with Prof. Prahalad. He repteshe most knowledgeable actor in the

% http://www.eafit.edu.co/social/acerca-nosotrosiRas/about-us.aspx
%0 http://www.reciprocity.co.za’lhome.html

2" http://www.incae.edu/

28 http://www.emergentinstitute.net/our-story/
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Inclusive Business realm and he was interviewedHhigrstudy. He founded the BOP
Learning Lab network in 2000, hosted by the Uniigrsf Carolina. In 2003 he moved to
the Cornell University where he established thet@dlior Sustainable Global Enterprise at
the Johnson School. He eventually founded the gnserfor a Sustainable World, which is
now guiding the process and taking the necessapg $6 formalize the BoP Global
Network. Mrs. Andrea Shpak is the Secretary andaganof the Global BOP network and
she works for harmonizing the activities of the alb a global levé].

* The William Davidson Institute (WDI), in the persohMr. Sateen Sheth, Manager for the
Research Project Implementation Unit. He was imgeved for this study. The William
Davidson Institute is not formally a BOP Lab, sitcdoesn’t exclusively investigate BOP
issues, yet it works as a non-profit researchtinstiwithin the University of Michigan,
devoted to BOP themes as well as health care adseatecutive education, developing
consulting services. In the BOP area, they follove¢ main realms: venture development,
market creation and impact assessment. Prof. Taddrg the co-author of the bookéxt
Generation Strategies for the Base of the Pyrdmiorks at the WDI as Senior Research
Fellow and Director of the Base of the Pyramid Reste Initiative®.

» the Chinese Lab, in the person of Peng Rui Meists# of the managing director, Prof.
Tong Yunhua. The Chinese Lab is a University baseiy, whose core business is
researching on BOP initiatives and applying InaladBusiness models in China. The Lab is

hosted at the Tsinghua University of Beifin

* The Japanese Lab, in the person of Mr Tokutaroribta, assistant of the managing
director. The Japanese Lab is an entity whoselmasmess is to consult firms on how to
integrate Inclusive Business principles within tHmisiness proposition. The Lab is hosted
by the Nomura Research Institute, founded in 19@bdevoted to research and apply

innovative corporate strategiés

Data collection occurred via different sourcesmairy and secondary data. The latter

encompassed press releases and articles publighied BOP Labs network. Primary data was

29 http://www.bopglobalnetwork.org/

http://wdi.umich.edu/

3L http://www.sem.tsinghua.edu.cn/portalweb/appmaripgeal/sem
32 http://www.nri.co.jp
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gathered through nineteen semi-structured intersi€uestions were divided into three sections
focused on: the specific identity of the BOP Lgbttie practical implementation of BOP ventures
and future scenarios (ii) and the partnerships Wmstitutions/representatives of BOP/non-BOP

segments (iii).

Questions are reported in the Appendix B.

The interviews took place via Skype, between Bih df October 2012 and the 17th of
November 2013 and their duration was approximédteiy 40 to 50 minutes. All the interviews
were conducted in English and followed the sameepabf those asked to Agroils/BIND and Fez
Ta Pronto. The French Lab was repeatedly askedrt@ipate in this study but it never responded
to the invitation.

The elaboration of qualitative information follogvéhe principles of the Grounded Theory,
namely data were codified, categorized and conedipad in order to be related to the points of
investigation (Charmaz, 2006). Such an approaabnigelto the Simbolic Interactionism, a tradition
of research originally adopted by sociology, whaitmed at developing emergent theories
identifying analytical categories and relationshapthin the collected information (Ritchie and
Lewis, 2003:12). Given the circular process of infation analysis, which did not followed a linear
sequence as for quantitative researches, tasksowveripping during the process of data
collection. More specifically, case-studies werested, interviewed and data analysed.
Subsequently a further sample was identified tmeeémergent categories or theories, and the
process continued until no new insights emergeds€guently, comparisons among data resulted
in a constant process of redefinition of the mogiartant concepts and findings emerged from data

induction instead of from theory deduction (Heneilkal. 2011).

Additionally, insights were gathered investigatthg UNDP Growing Inclusive Business
database, which has been accessed in order to wlinetker the two variables (geographical
replication and supporting institutional landscafg)resent, positively or negatively influenced
the outcomes of the selected case studies. Thasseéatrepresented an indirect source of insights
stemming from the UN official international databas BOP initiatives and offered an additional
perspective on a broader range of experiencepthaed to be successful in ensuring social,

environmental and economics retuhs

33 http://www.growinginclusivemarkets.org/
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The rationale of such a parallel investigatiomesebn double-checking the role of the two
investigated variables on a broader scale, thesgtinening the findings’ reliability. The UN
database, accessed on th& @BMay 2013, was browsed selecting one hundredemdase

studies, resulting from adopting the followingédils:

* Document type: case-studies

* Countries: all

» Business Sector: all

* Theme: all

* Organizations: Cooperative, Developing Country MF¥Greign MNC, Foreign
Company/MNC, Large Domestic Company (all but Gowant Initiative, International
NGO and Non-profit (excluded International NGO)

* Role of the Poor: all

* Millennium Development Goal: all

* Language: all (English and Spanish)

» Constraints: all

» Strategies: all

The filters were intentionally loose so to colldot biggest number of case studies for drawing
relevant conclusions. After the first round of caskection, a second scrutiny led to reduce the
number of case studies to ninety-six, given thaiesmitiatives were classified in both languages
(English and Spanish) or they were a repetitioal@fady classified documents. Concerning the
type of data investigated, the records consistedgablication of ten to thirty pages depending on
the author, which offered an overview of the BORBIibess. They did not follow a common lay out
nor pattern, hence detecting the variables req@reastomized approach depending on the way in
which the author presented the strengths and weaksef the BOP venture. Additionally, for
certain case-studies information about the enviemal impacts of the BOP initiative were
missing, as it appears in the first Appendix atehd of this study.

Finally, interesting suggestions for understandivegrole of geographical replication and
institutional supporting landscapes were gatherethd two conferences organized by the
European BOP learning Lab Network. The first wagaaized by the German BOP Lab, ENDEVA,
titted “How to translate Inclusive Business into Actibafid took place in Berlin, from the 930

the 24" of November 2012. The second, titldchplementing Inclusive Innovatidtook place in
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Amsterdam on the 39%f November 2012. Both meetings were particulamigortant since in these
occasions the European BOP Lab network worked &ystematization of the state-of-the-art of
the Base of the Pyramid Theory, ultimately defining future scenarios of its evolution.
Consequently, participating in these conferencpsesented an opportunity to track how the
institutional actors involved (Social entrepreneasademics, experts, students, donors,
consultants, BOP labs, politicians, etc.) workegktber to focus on new perspectives for fruitfully
implementing Inclusive Business initiatives. In@thvords, attending the high-level discussion
panels of both conferences allowed for a real timgéerstanding of what to expect from BOP

initiatives at practical end theoretical level.

During the first conference data on the institodloenvironment were primarily sourced
from two sessions: the first was open to all pgoéints and the second was exclusively for BOP
Labs’ members. The first discussion was organizea session of four seminars where participants
were asked to take part in all the debates. Tagidsscussion were: BOP scale (i), company
perception (ii), BOP incubation (iii) and ecosystereation (iv). Such aspects were all discussed
with the audience and they concurred to updaténgtegutional setting for BOP initiatives,
enriching it with new insights and suggestions. $aeond panel was just for BOP Labs and there it
was discussed the involvement of private companiése functioning and governance of the
Global BOP learning lab network.

The second conference was important for the insigtemming from two interactive
workshops: “Finance Inclusive Innovation” and “Parship creation”. Both sessions were open to
participants and implied interactive methods toime the audience and collect fresh case studies
and anecdotic evidence of specific regions andidyrcts. More specifically, the first workshop
underlined the need of a strong business planige fands for BOP initiatives: particularly, vergur
capital and impact investing were identified astthe most significant tools to pool resources for
Inclusive Business thus avoiding the so-calledlaxabf the death” where many business ideas
perish before reaching the market. The second wogkkighlighted the contributions from local
partners to BOP ventures. A participative methdtkdéfish-bowl” was implied to create sub-
groups to involve participants in real life BOP essfrom which emerged that BOP consumers and

producers contribute in three important ways: peoblnalysis (i), resources (i), vision (iii).

To conclude, the research design was meant tthieeséplication of Inclusive Business

strategies in BOP and non-BOP segments, as wtiegsresence of an institutional supporting
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landscape enabling the implementation of BOP vestuFhe empirical research revolved around
the investigation of two primary data sets, as welbf a secondary data set, offering a double
avenue for positioning the findings. Ultimatelyetstudy was intended to contribute to the

understanding of the policy potential of BOP veasuas policy responses to ISEW'’s trends.
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Chapter three
Analysis

In this chapter the results of the empirical asiglyvhose method has been described in the
previous chapter will be illustrated. As a preliauip step, the case studies of the UNDP Growing
Inclusive database will be presented in order tdiom the reasons whereby they attain to the BOP
Theory, highlighting geographical and sectoriatgrais, business origins and role of the poor.
Ultimately, the two variables identified as crudialtest if BOP initiatives can be shaped as the
policy approach to improve ISEW'’s trends will begented separately.

First, the geographical replication of BOP initras, scrutinized through the experience of
Agroils/BIND and Fez Ta Pronto, will be reportedairgh the words of the eleven interviewees.
Seemingly, the second variable will be illustratiesbugh the data emerged from the nineteen
interviews with the BOP Labs. In addition to theserces, the UNDP Growing Inclusive Market
database will offer a third perspective offerirginisights about the role of the two variables.

Comments on the findings are added at the endabf eariable’s section.

3.1 RESULTS FROM THE UNDP GROWING INCLUSIVE MARKETS DATABASE:
PROFILE AND PATTERNS

The Growing Inclusive Markets database intendsotkect case-studies of Inclusive
business initiatives from all over the world. Ipresents a UNDP-led project to diffuse knowledge
through cases presented in a way that could inspher businesses and diffuse the awareness
about innovative business solutions respondingteldpmental needs.

In terms of contents, all the cases clarify the xflthe many different actors that participata in
specific BOP venture, the geo-political context &meloutcomes measured (where possible) in
terms of economic, social and environmental resAisstated in the websife to build such a data
source the UNDP researchers partnered with exped$ractitioners with the goal of
demonstrating that business can contribute to hueaalopment by engaging with the poor as

consumers, producers, business-partners or emgloyee

3 http://www.growinginclusivemarkets.org/about/apgeh/
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The rationale of investigating such a databasexpkined in the previous chapter, was to have a

storehouse of data to double-check and possiblfiroothe evidence emerged from the other two

data sources, namely the two BOP companies arld@feLabs’ community.

The ninety-six examples were all validated by tiDP researchers and offered a practical

insights on the many sectors and processes witbhvBOP initiatives took place worldwide.
Looking more in depth into the records, selecfiligrs that suit with the BOP approach,

there were a total of ninety-six cases to anakybeshich thirty-nine from Africa, twenty-eight from

Asia, seventeen from Latin America, eleven fromdperand one from Oceania.

Concerning their sectors, the database collectegtyisix different experiences from fourteen

different sectors, as specified in the followingléa

Regions AFRICA | LATIN ASIA | EUROPE | OCEANIA| TOTAL
Sectors AMERICA

WASTE 2 2 2 6
TOURISM 1 1 2 4
MANIFACTURING 1 1 6 8
ICT 2 1 3 6
FOOD 3 2 1 6
AGRICULTURE 8 6 7 1 22
COSMETICS 1 1 2
ENERGY 5 1 3 1 10
HOUSING 3 2 2 7
FINANCE/CREDIT 7 2 1 1 11
ACCESS

RETAILING 1 1
TRANSPORTATION 1 1
WATER/ 5 4 1 10
HEALTH/SANITATION

EDUCATION 1 1 2
TOTAL 39 17 28 11 1 96

Table: business sectors relative to the UNDP Growindusice markets database.

Source personal elaboration on UNDP data.

Overall, the most common sectors for BOP initigiwere agriculture, finance/credit
access, energy and water/health-sanitation. Agiamal level, the UNDP database showed that in
Africa, agriculture and finance/credit access heettvo BOP sectors most diffused; in Asia,
manufacturing and agriculture; in Latin Americaiegiture and in Europe ICT and waste
management. At a national level, the country hgstiost BOP businesses is Colombia, followed

by South Africa and Egypt.
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Another relevant aspect emerged from the anabfdise UNDP Growing Inclusive
Business database was the fact that not alwaysothpany doing BOP businesses came from the
country where the business was implemented. ltdcbe) for instance, that the business idea
belonged to an Asian company investing in Africaw-income markets, or to a Western MNC
willing to test the market potential of the BOPR tie
In order to detect this phenomenon, the businesssdaave been double-checked resulting in the
following table, which shows the relationships betw business’ home country and its
implementation area. Methodologically, the caselistwin which the firm required the intervention
of foreign institutions financing the initiative Y@ been classified as belonging to the firm’s home
country, since in no cases the international mstins (being them USAID, DIFID or the IFC) took

over property rights on the BOP initiative.

Business AFRICA LATIN ASIA EUROPE OCEANIA
setting AMERICA

Firm’s home
country

AFRICA 33

LATIN 17
AMERICA

EUROPE 10

ASIA 1 24

OCEANIA 1

Non-BOP 5 4 1
country

Table: business home’s country and business implementatiea relative to the UNDP Growing

Inclusive markets databasgource personal elaboration.

As emerged from the above table, the majoritynefBOP initiatives that took place in low-
income countries were originally coming from thensaarea, demonstrating that BOP businesses
are not initiatives exclusively pertaining to théNKas’ realm, yet, they can fruitfully be
implemented by SMEs from the BOP country. In absolarms, this was especially the case of
African and Asian ventures. Particularly relevanthe Latin American case, for which none of the
case studies of this area was driven by an extaataf, namely by a company not belonging to the

BOP tier. Looking carefully at the cases in whilch business management and setting were
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different, the foreign MNCs that implemented theB@ntures were from France, UK, Japan, the
Netherlands and Sweden. Concerning the only castiich the BOP implementer was a foreign
public institution, this was the case of the SwAgency for Cooperation.

Reading this evidence from a theoretical perspecii is possible to argue that the
theoretical shift for which the BOP Theory moveohfra MNCs-led approach to a SMCs’ strategy
happened as well “on the field”, as the above datdirm. In other words, from its early
conceptualization made by Prahalad and Hart, the B@ory has ultimately migrated towards the
involvement of smaller companies from the BOP itelf. This confirms what the “BOP Protocol
2.0” publication by Simanis and Hart (2008) argusainely that poor people are not just
consumers or client but co-producers, entreprenetiinswvhich the BOP community needs to
partner with.

Finally, a third characteristic of the BOP ventiegnerged looking at the UNDP database:
the role of the poor in BOP businesses, namelybe of engagement typical of people from the
BOP tier within the considered business initiative.

This feature is particularly important due to hedretical relevance for the BOP debate that, at
academic level, resulted in acknowledging thataber cannot just be seen as consumers or final
clients but must be integrated along the supplygltaeating synergies for improving the
product/service as well as boosting the BOP firmternal management.

In the table below, each case study has beerifaddsdepending on the one (or more) role
of BOP people involved in the business. Figureseddhe total of ninety-six records since it

happened of having a double-role for the poor e@xsaame business venture.

Role of the poor Case Studies
Consumer 48
Producer 22
Employee 27
Entrepreneur 36

Table: Role of the poor in BOP businesses relative €@o0dNDP Growing Inclusive markets

databaseSource personal elaboration.

As shown in the table, the UNDP database showegdithline with Karnani’s critique, poor
are still primarily involved as consumers/end-usev&n though the number of poor seen as
entrepreneur is anyway significant. Yet, in somsesabeing the final users is associated with being

the entrepreneurial force of the business casesé&tprently the two roles are not necessarily
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conflicting, which gives even more relevance to3Beecords in which BOP people launched their

own BOP business.

Considering the sectors where the four roles wetected, data showed that: BOP people
were primarily consumers in the finance/bankingaeand in the housing sector, namely part of a
business-to-consumer venture in which they reptedahe final passage. Producers were BOP
people involved in agricultural activities, suchfais or organic farming, or textile activities.
Employees was a condition that interested poor lpgugorticularly in the retailing sector and,
finally, entrepreneurs was a role that charactdriagsiness-to-business ventures in the

manufacturing sector.

After this overview about the UNDP Growing inclusimarket database, in the following
paragraphs the two variables used to respond tesiearch question will be investigated through

the evidence emerged from the direct and indirata thvestigated during the study.

3.2 GEOGRAPHICAL REPLICATION

The first group of interviews addressed the fregtiable to investigate, namely the
geographical replication of BOP initiatives. Tharible needs to be detected since to consider the
connection between ISEW trends and BOP outcomparagf a common policy framework it is
necessary that BOP solutions apply in differentggaphical areas, meaning in different contexts
where ISEW trends may indicate the need of suckppor business models. Hence, to verify such
a variable is crucial to generalize a policy modeplicable worldwide, in which the BOP approach
can be adopted to shape international policy iinea aiming at boosting Sustainability at a global
level.

In order to investigate this variable, elevenmitavs involving Fez Ta Pronto and
Agroils/BIND -Biofuelsindustry Dominicana- were tetted. They referred to three main domains:
(i) social impacts, (ii) environmental impacts gnig scalability of BOP initiatives. Their aim was
to understand to what extent it is possible to sl@BOP business strategy customized for
underserved markets and exportable towards oth& &Mon-BOP markets.

In addition to that, the same variable was studighkin the UNDP Growing Inclusive

market database, the official collection of InchesBusiness cases validated at international level
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by the UN Agency. The ninety-six initiatives werzginized to understand if and how they had
the potential to replicate in other BOP or non-Bi@s.

3.2.1Findings

QUESTIONS ON THE SOCIAL IMPACTS

Question Why does the receiving context of your businessdnyour solutions?

Five of Fez Ta Prontds participants affirmed that their business adskesan important
challenge, namely the provision of decent house$fatdable prices for poor people. Indeed,
according to Mr. Ruban Selvanayagam (Fez Ta Premtbérnational Relation Manager) housing
and associated infrastructures in Brazil are prilpné&or rich people whereas low-income people
have to live in poor suburbs or favelas. Governnfigates indicate that in Brazil there is a housing
deficit of 6.93 millions units, 90.3% of which iffecting low-income people. However, he said:
“the reality is at least quadruple that because@wwernment, just becaufibe constructionsre
made of bricks, classifies them as “houses” buy e not, according to the international building
standards. The actual demand for good quality heus@&razil has never been higher and | would
argue it is close to 30 milliofisAdditionally, affirmed Ruban, banks are not megtBOP needs
since loans are still too expensive for BOP custsnf@onsequently, poor people build their own
one-floor houses with poor materials in precariatesas on the periphery (hills or slopes)
contributing to a random urban expansion and tatgliermation. According to Mr. Manoel Pinto
(Fez Ta Pronto’s President) the employment of dieskiocal workforce is also responding to a

social problem that in the region of Macae is pattrly severe.

Six out of sixAgroils/BIND respondents considered energy independence Biaimenican
Republic as the main need to meet, given thatdhatcy spends every year $10 billion to import
diesel. Moreover, according to Mr. Isak Rufat (BINOBCEO/Biofuels Industry — President), the
energy supply is not efficient, for example, pulgrads are not ensuring a constant supply of
electricity and this is why people in the Dominidaepublic use personal generators powered by
diesel to rely on a stable energy supply. This &aas confirmed by Mr. Giovanni Venturini Del
Greco (Agroils Technologies CEO) and Mr. Carlos &érb (technology director Agroils
Techologies Dominicana). To address these problalihe interviewed parties declared that
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Agroils/BIND developed a business addressing serdhepreneurs and local institutions to provide
affordable biodiesel, derived from used oils, fadustrial purposes. In so doing, Agroils/BIND
addressed another issue, namely the absence @catylan to recycle used oils. Consequently, as
mentioned by Mr. Rufat and Mr. Urbaez, Agroils/BIN®oids the disposal of used oils in the
ground, or the reuse as cattle feed or ingredientsreads. The latter are dangerous options due to
the dioxin contained in used oils. Mr. Gabriele Rgggronomist and BIND partner) added that
Agroils/BIND responded to other two problems typicBBOP markets, namely unemployment

and gender imbalances, employing local workforcefgrably female.

Question What are the specificities of your potential cosers?

Fez Ta Pronto’s customers are, according to Mni®®liveira (Director of Logistics) and
Mr. Anselmo Souza (Director of financial operatiprsmall households (four to five people) with a
maximum of three minimum wages as monthly inconddifionally, as reckoned by Mrs Andrea
Guimaraes (Director of urbanization and infrastioes), Fet Ta Pronto’s clients are people with

temporary jobs and, consequently, short term firrdawailabilities.

Agroils/BIND respondents stated that their custage any activities using fuels to
produce, particularly local small and medium eniegs. Mr. Gabriele Regio (agronomist and
BIND partner) specified that used oil is especiattportant for tompanies using generators to
produce electricity, hotels and restaurants. Weehalgo been in touch with a company, called
NOEL, working with transportsAdding on that, Mr. Rufat (Biofuels Industry Dancana CEO
and Biofuels Industry President) listed also aifigilcompany as client of Agroils/BIND’s recycled

oil.

Question What are the structural constraints that you falbi#e developing your business
approach? (e.g political instabilities, corruptitatk of collaboration from institutions).

Five out of five parties from Fez Ta Pronto repdrthat bureaucracy is still the main
obstacle to their business development, sincewtsdown the attainment of land permission for
building houses. In addition to that, Mr. Oliveaad Mr. Pinto mentioned the lack of financial

availabilities and investors as another obstackufporting BOP businesses.
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Six out of six BOP experts from Agroils/BIND stdtthat bureaucracy is a relevant
problem. In particular, waiting for authorizatioinsreases business uncertainties. Additionally, Mr.
Rufat added that poor legislation in the field ofen energies represents another problem because
it reduces the institutional support required byPBf@ms for their activities. Finally, Mr. Crea
(Chairman & CSO Agroils Technologies) said thatrespntatives of particular interests, such as
land intermediaries, may complicate the deployne¢miusiness activities adding another layer of
external interests to be satisfied.

Question Do you have competitors rooted in the local m&rkeso, could you briefly explain how

your company is different from them?

All the interviewees from Fez Ta Pronto affirmédttthey have no competitors. This,
according to them, is due to the innovativenegb@f business model, which was originally

conceived, tested and patented by Fez Ta Pronto.

On this point, Mr. Del Carlo (vice-president ofoaiels Industry Srl) affirmed that in the
Dominican Republic Agroils/BIND is the only compadyging the service of recycling used oils
directly on the field, whereasHere is another company offering the same sehiteafter
importing the recycled oil from abroad, hence, fiosing itself as mere distributbrSeemingly,

this answer was confirmed by all the other peopierviewed.

QUESTIONS ON THE ENVIRONMENTAL IMPACTS

Question: What are the main environmental concerns of yosimass sector? Do you think your

business and your attitude may affect or enhareentkironmental concerns related to your sector?

Five out of five interviewees from Fez Ta Pronaidghat the housing sector is
environmentally dangerous in terms of waste pradoctMore precisely, Mr. Selvanayagam said
that “every three buildings one can be built from the am@f wasted materidisFez Ta Pronto’s
houses have zero waste because they are madesaingyfhe waste from which is recycled on site
for use on other houses. In addition, with regaodechnical features, five out of five interviewsee
explained that Fez Ta Pronto’s approach is enviemtally sustainable because houses are

provided with technologies for recycling/storingnaater and with solar panels.
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Six out of six interviewees from Agroils/BIND puaéed out how recycling used oils is
important to avoid their disposal through ordinesgste-disposal means, in the absence of a clear
legislation on collection and regeneration. Usdsl @ntain dioxin (a carcinogen) generated during
the process of burning the oil and this is whg itlangerous to release them randomly. Mr. Rufat
and Mr. Urbaez added that problems may arise alsged oils are given to cattle feed or bread-
making businesses, which generally pay high pticesllect used oils. Moreover, all the
participants said that using fossil fuel for get@rsis environmentally harmful since they
contribute to Climate Change in the form of CO2 ssiuns. Within such a context, Mr. Regio said
that Agroils/BIND produces biofuels in a sustairablay, namely relying on a Dominican firm for
the treatment of polluting co-products of oil pigdtion (e.g residues in filters, rinse waters) and

using biofuel to power the purification process.

Question Do you think that the scale of your business affgct the balance between social and

environmental returns relatively to your business?

All the experts denied the possibility that enlaggFez Ta Pronto’s business might lead to
negative environmental or social impacts. Mr. Sefweagam considered that possible drawbacks
from transporting materials in different locatiomsuld be minimum since gypsum is a common
material, locally available in many different cones. Mr. Pinto specified thagiven the
mechanized process of building construction, FePmamto can replicate its business on different

scales maintaining the optimal balance betweenas@aeid environmental variablés

All the interviewees from Agroils/BIND said thatlarging the size of their activities would

not affect the balance between environmental anls@turns.

Question How do you cope with the concurrence of mainsiréaot sustainable) products similar

to yours?

Mr. Pinto said that Fez Ta Pronto is conceptudiliierent from other types of building
solutions, more precisely it is a unique examplBOP building initiatives rooted in a Developing
Countries. Nonetheless, they need to be compettigeto do so they need to show outstanding
performances, for example relying on a high prodigt Mr. Pinto said: ‘a mainstream
construction worker can build on average two sqdareeters per hours. Fez Ta Pronto’s

workforce reach twelve squared meters per hours Berause our building system is extremely
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simple and we can build faster curbing cskdr. Selvanagayam reckoned that they are also
competitive with mainstream building firms in terwfsworkforce’s costs: ‘imce our houses are
extremely simple, we can imply unskilled workfoemucing costs Finally, Mrs Andreas
Guimaraes adds than“Brazil JP Morgan is powerful, but they are bunlg luxury houses with

which we cannot compete at"all

Six out of six participants from Agroils/BIND sailat they are not afraid by the
concurrence of conventional fuels because thettibsel is cheaper and cleaner. Mr. Regio said:
“our biodiesel is 10% cheaper that the conventiahesel imported by Venezuela. People can save

the equivalent of fifteen thousands Euros a yestrpuying our recycled dil

Question What do you think it may be the role of clearhi@alogies/innovations within BOP

markets?

All the interviewees highlighted the importancegoéen innovation to address the
challenges that low-income countries need to flzs. Guimarées (Director of urbanization and
infrastructures) affirmed that green technologiesiacreasingly important in developing countries,
particularly in Brazil, because they concur to teemmodel of best practices to which every
investment has to refer. Mr. Pinto added that BGitkets are perfect contexts for deploying green
technologies because they have many needs todalliigreen innovations can diffuse rapidly. As a
matter of fact, Fez Ta Pronto is willing to bodst tole of green technologies within its own
business using wind energy to produce gypsum bkidhis stage the company is looking for

investors to advance this wind power project.

All the interviewees recognized the importancgreien technologies for social
transformations in BOP-markets. However, Mr. Respiecified that green technologies have to be
affordable. This is the main reason whereby BORe$talders, sometimes with a low awareness on
environmental issues, may switch to greener enesggumption. Mr. Rufat added to this that low-
income countries are interesting areas for greeimi@ogies because they allow to shape their
institutional and infrastructural potential, magify social and environmental improvements. Mr.
Crea said that green energies, for example biaetha Brazil, “are important for social
transformation because they provide economic ret@irom every phase along the production
chain, thus enhancing the livelihood of the diffeérectors involved Finally, Mr. Urbaez said that

green energies can be used for industrial largke-greals or for household consumption. This
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flexibility is the reason why they are suitable é@mveloping countries’ needs, which are often

polarized.

QUESTIONS ON THE SCALABILITY OF BOP INITIATIVES TOW ARDS OTHER BOP VS. NON-
BOP MARKET SEGMENTS

Question: Are there possibilities to build partnerships wihbal entrepreneurs to co-create business

solutions to meet BOP-related needs?

To this question, Fez Ta Pronto’s intervieweesvaned mentioning a partnership
established between the firm and three banks: 8dataBanco du Brazil and Caixa Economica.
More precisely, Mr. Anselmo Souza (director of fical operations) said that Fez Ta Pronto is
concluding an agreement to engage these banks rsugpap to 30% of the housing costs. This,
will benefit poor people in terms of favorable cdiwhs to receive and payback the loan. About
partnering with local, meaning from the BOP tiartrepreneurs Mr. Pinto clarified that Fez ta
Pronto is a company directly coming from the BG#, thence all the people with whom they are
working are locally based| personally was a bricklayer from La Rochiné...) there are no

asymmetries between our company and its sociabsoding.

Agroils/BIND answered that they have interestiagtperships with entrepreneurs from the
Dominican Republic. The principal collaboratiowigh BIND, the company which is practically
cleaning and recycling the used oils, following teehnical directions of Agroils. Secondly, Mr.

Del Carlo (vice-president of Biofuels Industry)déhat ‘we are establishing a partnership with ice
cream shops. We would like to sell them the bisfueéded for generators to refrigerate the ice
creams. Finally, Mr. Regio said that:Agroils/BIND relies on a local firm called Ecoseret,

which collects the used oils that will be procedsgds. Then we are financing a Master of Science
at the local universityfocused on Sustainable Development. Then we hawections with local
communities to whom we give for free the by-praglatour industrial processes. For example we

donate all the glycerin we obtain and with thatdtscproduce candles and sdap

Question What could be the first priority to make your mess scaling up the market in similar
BOP contexts? (e.g. financial subsidies, instindicsupport, a more permeable market, more

marketing/information).

% La Rochina is the biggest favela of Rio de Janeiro
% http://www.ecoservices.com.do/dominicana/
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Mr. Selvanayagam (Fez Ta Pronto’s Director ofimé¢ional Relations and Operations) said
that they would immediately expand in other lowame areas, such as sub-Saharian Africa, but
they need big investmentd/e identified Nigeria as a good market to anchorp§um is abundant
as the demand for cheap houses. The only probléworfiisd money and go there building our

housing solutioris All the other interviewees confirmed that.

Agroils/BIND claimed that their business model cenexported in other BOP countries
with the two caveats of targeting areas where gneguirements are growing and where local

political conditions are stable enough to secueaitihestments.

Question Do you think that your product might scale up tharket towards non-BOP customers?

If so, how could the BOP-oriented features be &glpio non-BOP needs?

All the participants considered theoretically pbksto replicate their business in non-BOP
markets. However, all of them recognized that épgson would require additional costs, for
example to buy building land. Consequently, allititerviewees would preferably target the

housing deficit of other low-income countries.

All the participants considered theoretically pbksto implement Agroils/BIND business
in developed countries. However, Mr. Del Carlo atitteat regulatory costs play a crucial role in
enhancing such a perspectiVe:in advanced economies it is more expensive tqbpmith
environmental regulations for collecting used bilBherefore, the profitability of scaling up the
market is lower. Mr. Venturini Del Greco statedtthroving towards advanced economies is not
economically rational becausi ‘developing countries there are more underseneetls and

possibilities to develop the businéss

Question Do you think that your product in non-BOP markeizy potentially diffuse as a

mainstream model or it would be a niche product?

Regarding the market penetration of Fez ta PrB@® products in non-BOP countries,
participants affirmed that Fez Ta Pronto’ s solusionay win consumers from advanced economies
and spread as mass consumption products if ontyacigsstments guarantee the profitability of the

entire business operation.
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On the same point, Agroils/BIND’s intervieweesdstiat biodiesel for industrial purpose
can substitute 100% of the demand of fossil fuelsan-BOP tiers, provided that its production
volumes increase, as affirmed by Mr. Rufat. Add&lby, Mr. Venturini Del Greco highlighted
that legislators are called tsifpport biodiesel diffusion in order to enable gremergy to become

of mass consumptitn

3.2.2 Evidence from the UNDP Inclusive Growing Markettatase

About the replication of BOP initiatives in othe©OB tiers, the ninety-six case studies
gathered by the UNDP Growing Inclusive Markets das® showed the following results: ninety-
three experiences did not replicated their BOPrimss and only three experiences proved to be
flexible enough to be successfully exported in pB®P tiers. Among the vast majority of
business cases that were not replicated, somercohilexported due to structural reasons
whereas others could be potentially replicated idiexy that favorable conditions were enforced.

For instance, among the cases that did not reéptidheir business model in other BOP
countries, three firms (Toyola Stoves, Construnrek lkandelous) admitted that this was not an
option due to structural reasons. The first firpem@ting in Ghana to produce and distribute energy
efficient charcoal stoves and solar lantern, liohits operation in Ghana since replicating the
business would have meant a more capital inteqs@uction in order to reduce production costs.
This would have led to a reduction of labour fongth negative employment impacts on local
communities. On the contrary, prioritizing a lab@tensive production meant to keep the
production volumes smaller, while ensuring pro-ploenefits.

The second case refers to a firm from the socasimg sector, Construmex, helping
Mexican migrants to build houses in their homelakghin, the replicability of this business in
other BOP countries (e.g Construmex helping Indmégrants to build their homes back in India) is
strongly subject to the level of trust betweendkpatriated community and the firm. As pointed
out in the case study, the relationship betweers@€@omex and their expatriated country fellows
resulted from years of social housing investmemfgléxico. Yet, such a positive brand reputation
Is not easily replicable in other cultures and egpently the flexibility of such an inclusive
business is questioned.

Finally, the third case study refers to an Irarfiem, Kandelous, producing herbal
medicines while promoting rural tourism in Iran. #s the previous example, the limitations in

terms of replicability of this initiative relied dhe value added by local networks, family
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connections and reputation that were crucial fmettging the business case. This enabling
environment is unlikely to be found in alternatB@®P tiers, considering that it stemmed from
Kandelous founder’s deep sense of attachment tathisrland.

Besides these three examples, for other caseesttitd possibility to replicate their
business in other BOP countries was theoreticallyseoned provided that the following

interventions were enforced:

* aregulatory environment similar to the one enfdrnaere the firm initially implemented
the BOP initiative (see Edipak, Kandelous and F@&ask case studig§. This is
mandatory in order to sell products/services compglyo the legal standards of different
markets;

» the active involvement of the government, as hgjtied by the MTS case study, a firm
producing telemedicine devices in Belarus. In taise the replication of the BOP
experience from Belarus to Ukraine is subject toithplementation of favourable policies
embracing telemedicine solutions in Ukraine.

» capital investments, needed by AtoZ, a textilesmpioducing long-lasting insecticide bed
nets, to buy new machineries and spare parts ablest new plants in other BOP tiers.
Fresh capitals were also needed to ensure a gpratiiction volume as a pre-condition for
replicating the model in other BOP tiers, as fa @adim Guda case study.

* new infrastructures, skilled human capital, exgtmanufacturing plants and appropriate
government incentives, suggested as a prereqtosiexpanding Aspen, a BOP
pharmaceutical business supplying the South Afrroarket with medicines at affordable

prices.

Differently from these cases for which BOP reqlima was either not possible or strongly
conditioned to mandatory interventions, the thiead that exported their inclusive business model
were: Amanco, selling integrated irrigation solagdor low income markets, particularly for the
agriculture sector; Cemex, exporting low-incomesding solutions and Moladi, working in the
construction sector too.

Concerning the first company, it adapted its edgmee from Guatemala to Mexico thanks to

a community of actors concurring to this end. Teegompassed: a competitor company, which

37 More detailed description of each case study alalvle in the final Appendix and on the UNDP Growinclusive
markets website: http://www.growinginclusivemarketg/.
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intended to test the same business model in Goeiviexico, boosting the process of replication.
Secondly, small farmers committees from Mexicoinglto learn from Amanco’s experience to
replicate it in other Mexican states such as Colamé Michoacan. Thirdly, Ashoka Foundation that
intended to test the business model in differeatoss (health, housing, etc.) and countries (Brazil
India) willing to generate systemic transformatiofmally, a network of Mexican NGOs that
wanted to expand Amanco’s business model in segpriflexican states.

The second company replicated its business maoaolal Mexico to Colombia, where Cemex
developed financing models by which the poor haalgh liquidity to buy a proper house, build by
the firm.

Finally, the third company, Moladi, from South &# exported its business in Mexico,
Panama, India, Botswana and Nigeria thanks to eesftips with property developers, construction
companies and international development agenciesding new houses in areas interested by

earthquakes or flooding.

3.2.3 Comments

The first set of questions targeted firms activelyolved in BOP initiatives addressing low-
income people. The picture emerged shows how tivese are effectively implementing business
solutions enhancing social and environmental camtit while making profits. Goal of these
interviews was to investigate the geographicalilflidiky of such initiatives, which is crucial to
establish the policy connection between sustaiitploiéeds emerged from ISEW trends and pro-
development policies implying BOP initiatives.

Regarding the point of the replication of BOPiatives in other BOP areas, it emerged that:
first, replicating BOP initiatives in other BOP cuties was considered a possible scenario, in
theory, provided that the firm had enough capdatpand in other BOP contexts. Secondly, to
migrate BOP business models in other BOP tiessimhportant to have guarantees of a stable
political situation, in which investments and parships would not be reversed by changing
governments. Finally, it emerged that BOP initiativneeds to have a significant consumer base in
order to compensate lower costs on the single ptéshivice with a massive diffusion among low-
income people.

Consequently, the possibility to export a givenmBsdlution to different BOP contexts is
possible but conditioned by the above caveatsuhdérmine the simplistic conclusion that BOP

business models can apply wherever there are rpsspfe. This finding is particularly significant
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considering the necessary condition of a stablgigeall condition, which is something not common
in poor, and often politically unstable, countries.

Regarding the point of replicating the BOP modeahon-BOP countries, evidence has
shown that such a scenario is unlikely to happentduwo potential barriers.

First, non-BOP markets have higher input coststhisdmay reduce the profitability of
exporting BOP businesses in non-BOP markets. Asrteg by Fez Ta Pronto, exporting their
activities in advanced economies requires buyind la countries where prices are higher.
Seemingly, as mentioned by Agroils/BIND, in advahogarkets there are higher regulatory costs
and this reduces the rationale of replicating BPpr@aches in advanced economies. Hence, what
prevents the scaling up of BOP strategies towdrel$dp of the pyramid is the perspective of lower
profits due to a more difficult process of costimuzation, which is fundamental for BOP business
solutions.

Secondly, all the BOP firms involved declared tihét not realistic to look at non-BOP
economies to replicate their BOP strategies orctyexport, there, their BOP products. This
because the bulk of BOP goods’ demand is in otbeeldping countries, not in advanced
economies. Therefore, data suggests that it waaikelcbnomically unwise to aim at completely
different markets where needs, if comparable inmeatare on smaller volumes and present higher
production and regulatory costs.

In sum, the goal of verifying the spatial flexibjilof BOP initiatives resulted in questioning
such a possibility in practical terms. Indeed, E@P firms, which relied on cost optimization to
customize their goods to the purchasing power of people, considered difficult to scale the
income pyramid because the costs of inputs in nOR-Bountries are higher. Furthermore, the need
of ad-hoclegislations to support the massive adoption oPBBoducts demonstrates that BOP
solutions per se cannot compete in non-BOP markets. Lastly, theketahare of non-BOP
markets is smaller, hence there is no convenientiéckling up the income pyramid.

Ultimately, the evidence emerged from the UNDRadase confirms these findings
demonstrating that the replication of a BOP ini&in other BOP markets is not a consequence of
its initial successful implementation. More prebtyséor some kind of BOP businesses their small
production volumes and their embeddedness in ainerdbmmunity act as barriers for the
expansion in other BOP markets. Moreover, for theasees in which the type of BOP business
would allow for a replication of the model, theKaaf favourable policy or regulatory interventions,
as well as insufficient capital investments andlestkiworkforce, hinder the possibility to replicate

the initiative.
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Notably, the few cases in which the BOP business successfully replicated showed how
this was a consequence of a supporting institutiamascape that, within all the involved BOP
countries, pushed for this end. Such a networkftdrént actors, as for the Amanco’s case, was
fully engaged at different levels (from the Mexidanmers to the international foundation -
Ashoka), in exporting the BOP experience abroae. §dme happened for Cemex and Moladi, for
which creating partnerships with property develsmard construction companies was the key for
replicating their BOP business abroad. This demmatest that an integrated and multilateral
institutional landscape is crucial for the adoptiodrthe BOP business model as a framework for

pro-sustainability policy, as the following paraginawill confirm.

3.3 SUPPORTING INSTITUTIONAL LANDSCAPE

The second cluster of interviews addressed thensleeariable to investigate, namely the
institutional environment of BOP initiatives. Thiariable needs to be studied since for verifying
the possibility to connect ISEW trends and BOP omnes within a common policy framework it is
necessary that BOP solutions are sustained byposgin institutional landscape. The latter needs
to encompass both partnerships with BOP institgti@vhere the business is implemented) and
network-based connections at international levieis Ts particularly important to strengthen the
level of embeddedness of key institutional actoggsrting the adoption of the BOP approach
within international policies aiming at eradicatipgverty. In other words, if institutions from BOP
tiers are crucial to the correct implementatioB&fP businesses on the field, the presence of an
integrated institutional community pooling acadesnBOP practitioners, entrepreneurs, donors and
researchers is fundamental to build a coalitioadMocates for Inclusive Business solutions
underpinning sustainable global policies.

In order to investigate this variable, ninetedeiviews involving the European and the non-
European BOP Labs part of the Global Learning Labadrk were collected. Questions looked at
three main domains: (i) the BOP Lab’s partners gadan BOP initiatives, (ii) practical
implementation and future scenarios of BOP ventued (iii) partnerships with
institutions/representatives of BOP/non-BOP ti&tse aim was to verify the presence of an
institutional supporting landscape for BOP initia@s, both at local and international level, able to
advocate for the adoption of BOP solutions as pditor responding to ISEW'’s trends.

As for the previous set of interviews, the samealde was investigated within the UNDP

Growing Inclusive market database. The ninety-SDPBnitiatives were studied to verify the
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presence of a supporting institutional landscaki@role in advocating for Inclusive Business

solutions as policy instruments to enhance ISEV¢sds.

3.3.1 Findings

QUESTIONS ABOUT THE BUSINESS PARTNERS ENGAGED BY EACH LAB IN BOP
INITIATIVES

Question How many business companies have you partneredtbp

The number of companies with which the BOP labskew greatly differs from European
Labs and non-European Labs. More precisely, EU kabked with fifteen companies (on
average) for project development and with a nunalbefirms ranging from sixteen to fifty for
research-oriented activities and campaigning. Goytio that, non-EU labs worked on average with
eight companies primarily engaged for consultanayesearch-based projects. Differently from
other non-European Labs, the Japanese Lab, repedd®nMr. Tokutaro Hiramoto, affirmed to

have partnered with more than thirty companies@PBpaces.

Question are they primarily from a specific industrial s&oor from different sectors?

All the interviewees mentioned the sectors in \uhtweir partners work. For example, the
Dutch Lab listed the fruit sector, the Chinese tlaenergy sector, the Danish Lab the forestry
one, the Spanish Lab cited wasted management settereas insurances, health assistance,
retailing/distribution and concrete were some ssateported by the German, Indian, Brazilian and
Colombian BOP Labs. The Costa Rican Lab, whiclursently researching on ten BOP initiatives
in Latin America, affirmed that the sectors of thavestigations are waste management, energy,
beverages, eco-tourism and cosmetics. The newly aedish Lab said to be working on a project
about Payments for Environmental Services (PES).

Overall, the most common industry sectors fromolhihe firms come from are energy,
agricultural and food industry, communication/IT@aealth.

QUESTIONS ON THE PRACTICAL IMPLEMENTATION OF BOP VE NTURES AND FUTURE
SCENARIOS
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Question What hurdles have you faced in entering into iamalementing collaborations with

companies for developing Inclusive Businesses?

The criticalities encountered by the Labs are mamy diverse. According to ENDEVA, if
the company is big you may face difficulties in ceiving the BOP as different from Corporate
Social Responsibility (CSR). As Mrs. Christina Qrsaid: “We often face internal hurdles,
because CSR is not enough, there is the needdtventhoroughly the firm and not just the CSR
office. Also we noticed that MNCs have short texpeetations, they are technology driven and not
consumer driveh Concerning small firms, problems arise in tewh$inancial constraints and lack
of human resources to engage with Inclusive Busi(tiss point was also confirmed by Mr.

Markus Dietrich from the Philippine Lab, Mr. Sategheth from the WDI and Mr. Edgard Barki
and Daniel Ortega from the Brazilian and Colomhiab).

Other problems emerged were: difficulties to deped strategy to create a BOP ecosystem
(Mr. Edgard Barki); to shape a common understandfnghat Inclusive Business is, as said by Mr.
Felipe Perez considering the Cost Rican contextMmd/arkus Dietrich referring to the Philippine
context, where Inclusive Busineds $till a nascent concéptto interest firms by means of a
pragmatic vision and practical results (Mrs MyeiDanse, Dutch Lab and Mr. Tokutaro Hiramoto,
Japanese Lab), to rely on the right network anduiees to be successful (Mr. Sateen Sheth, WDI)
and, finally, to have the necessary number of mewgarking in this field within the Lab as well as
be able to do comparative analysis of different B#fatives in China (Mrs. Peng Rui Mei).
Moreover, Prof. Stuart Hart (Head of the global BIG® network) reckoned thatifms that tend to
adopt the same tools from existing markets are rikedy to fail in BOP markets This point was
also mentioned by the Indian Lab (Emergent) andBtiagilian Lab. Mr. Markus Dietrich
(Philippines Lab) added thain“the Philippines there is little tradition of ceultancies: they are on
demand and on very specific sectors. Selected armshifting towards a BOP approach but the
development is still nascénAdditionally, Mr. Pierre Coetzer said that is difficult to connect the
formal and the informal sector, the theory and pinactice’. Mr. Mike Debelak, from the Swedish
Lab, said that their main constraints aftentling as well as making people aware about the
business imperative, namely the fact that our mtsjare intended to leverage local forces to
establish business initiatives ensuring Sustain&8deelopment. It is not about charitieég=inally,

Mr. Felipe Perez suggested that it is difficulptomote the BOP approach being at the same time a
faculty member, meaning that teaching can somethimeter the activity of consulting firms about
BOP initiatives.
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Question what are the most fruitful approaches you’ve iempénted to overcome these hurdles

and develop inclusive businesses?

On this point it is possible to organize the amrsvaeound three main pillars: pragmatic
solutions, conceptual solutions and participatmietions. Apragmatic solution was suggested by
ENDEVA, referring to lowering the costs of educaad/training tools for firms. Seemingly, Mrs
Myrtille Danse suggested t@stablish a track record of project in order to loua story of
achievements and result more attractive to thegbe\sectot. Other pragmatic solutions were: to
help companies with a customized assistance (Mrs Ballan), to develop concept-notes and
videos to explain better what is the BOP theorywhg it worth considering it or to invite key
stakeholders to workshops and conferences (MrbJReon, from Access2Innovation), to identify
a pool of eight to ten people across different fioms of the firm to be the engine for the spread of
BOP knowledge within the compdr{iProf. Stuar Hart), to organize learning journéysintroduce
managers to the poor’'s market, de-mystifying trexpnceptions had by western managévr .
Pierre Coetzer and Mr. Jacob Ravn) &adchold official big events with local partners dn
international organizatiors(Mr. Tokutaro Hiramoto, Japanese Lal§jultural solutions were
those suggested by Mr. Myrtille Danse: realizing itthportance of preparatory work to collect data
and test business cases from/on the field, andtadiiggional perspective clustering different needs
of a certain area where BOP solutions may be imeided. Additionally, a cultural solution was
suggested by the Colombian Lab producing videositaihe BOP to make firms familiarizing with
principles and actions of the BOP paradigm. Seelyitige Costa Rican Lab said that, in order to
make people more familiar with BOP business modleésy collect and study relevant BOP cases
for publishing a book and disseminating the knogted-inally,participative solutions, namely
pointing at addressing problems with the involvetradrother actors, were suggested by the
Finnish, the Spanish, the Indian Lab, the WDI, $weedish Lab and by Prof. Stuart Hart. In order,
Mrs Teija Lehtonen (Finnish Lab) suggested to @ate business solutions with people from the
low-income country thus resulting more attractioeffrms and more user-driven. Mr. Fernando
Casado (Spanish Lab), built on that, affirming tt@fpartnering with people from the BOP sector
is crucial to fncrease and customize the level of innovationiwBOP products and services
Mr. Fernando Casado additionally mentioned thaSpanish Lab, together with the Catalan
Technological Centre and rural communities from Mexpatented a device to oxygenate shrimps’
water in order to diffuse shrimp livestock among@ippeople. The Indian Lab added that they are
used at discussing with relevant stakeholder artam sector (e.g the housing sector) challenges

and potentialities of BOP solutions. Mr. SateentBhieom the WDI, argued that to overcome
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barriers that may affect the implementation of B@Rtures is good tddcus on untraditional
partnerships, like cross-sectoral partnerships that together development organizations,
research institutes and social businesses thenseMe Mike Debelak, from the Swedish Lab

said that an effective approach is to act slowly, puttingeibgr different partners and acting as a
platform for collaboration. This is the case of qarogram called Inclusive Business Agenda, which
involves different actors to develop innovation agsearch on Inclusive Business across Sweden”.
Finally, Prof. Stuart Hart suggested the need‘ofedwork of experts on BOP issuegthat)...can
help strengthening the applicability of BOP straésgin subsistence markets, ensuring the correct

implementation of the business proposition

Question what could be other promising approaches thathaue not yet tested yourself?

Both the Finnish and the Dutch Lab suggested éonsre the Global Network as a crowd
sourcing, not only as a crowd funding resource.éx@mple, Mrs. Myrtille Danse suggested to
pool together different actors from different countries and edisdba consortiumo carry out a
given project Similarly, Mrs. Teija Lehtonen affirmed thati# particularly interesting the ideaf*
merging different companies from different courstrgizes and traditions, resulting in a eco-system
for co-creatiori. Mr. Fernando Casado mentioned the idea of argatifund to support new BOP-
oriented start-up. Mrs. Myrtille Dance highlightde importance of doing more research on
informal innovation, typical of low-income marketghereas Mr. Pierre Coetzer (from the South
African Lab) argued that they would need additiceskarch on integrating the formal and
informal sectors of the economytdke the Value Chain Theory, it pertains to thenf@reconomy
but in developing countries it simply doesn’t wovkdditionally, Mr. Felipe Perez from the Costa
Rican lab argued that it is important to gain Jlgipto get exposure and sympathy from the private
sector. Mr Sateen Sheth, from the WDI, said thateare still few companies tapping the BOP tier
with successful approaches hence it is importaptawide ‘assistance and capacity buildifgg.)
promoting enterprise developmént) like mentorship to early stage ventures or grant
funding/grant seeking and documenting fimrs’ perfances so to catalyze the MNCs’
involvemernit Mrs Chiriopyria Dasgupta, from the Indian Laliggested the importance of
technology devices not yet used or adopted foréupuojects incubated within the Emergent
Institute. Finally, Mr. Tokutaro Hiramoto affirmebdat creating & CEO network focused on BOP
businessmight help, as well as sharinggcommendations coming from different CEOs
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Question based on your experiences what are the mosyIdagnarios of Inclusive Business

development in the next five years?

The German, Finnish, Swedish and Danish Labseatignized that the interest on Inclusive
Business models is growing. Mrs. Christina Gradl saat ‘now there are more companies,
researchers and academics engaged with the Induisiness topicMrs. Myrtille Danse (Dutch
Lab) particularly noticed a progressive involvemehinedia and consumers in BOP-related issues.
Mr Mike Debelak (Swedish Lab) affirmed thdttfelnclusive Business approach will continue to
grow but not in a structured way. Currently the B@Rory is implemented within a Blue Ocean
opposed to a Red Ocean, the latter being the bldodyain for mainstream, competitive, business.
This is the same difference between the Circusrénihe BOP is tested and implemented) and the
Theatre (where profit strategies are business amlisNow, the BOP theory has evolved since its
first description, yet, to scale up towards uppeame tiers there are mandatory improvements to
happen: decreasing corruption or enduring stabifitg two examplésin the Long Term, Mrs.

Sara Ballan (Danish Lab) said that Inclusive Bussneitiatives will reach African countries,
specifically addressing the middle-income consum&nsther future perspective was offered by
Mr. Fernando Casado (Spanish Lab) who said tihatré will be a possible increase of firm
financed research. This is good because it wiNéwy pragmatic but the economic bottom line will
be dominant over local empowermemrs Chiriopyria Dasgupta added that in her opmin the

next years there will be the diffusion of Impactéstment Funds able to find dedicate resources to
Inclusive Businesses. Additionally Mr. Felipe Perfeam the Costa Rican Lab, affirmed th#ié
more BOP issues will become popular among studemds/oung generations, the more such a
revolutionary approach might scale up influencihg top of the pyramid in developing countties
Moreover, according to Mr. Edgard Barki (Braziliaab) the upcoming years will see a deeper
understanding of the idea of social business attbager acceptance of SMEs and MNCs acting in
favour of development, sharing the same values Sdteen Sheth, from the WDI, said that from
his studies there is proof of a tremendous potiepisitively impacting BOP stakeholders bthée
domain is in its early stage and it is still noakd’. Mrs. Peng Rui Mei, from the Chinese Lab,
affirmed that: T believe in the next five nears more and moreaegeinstitutions, companies and
other related entities will get involved in the lugive Business development. For those institutions
and non-profit entities they see the social bes@fitinclusive Business development. And they are
willing to help the poor and those “weak groups’tbge society to have better life. For companies
they gradually understand the business benefitsahisive business — it can bring profits and

growth for companies. Inclusive business wouldamiy be CSR any moreFinally, Mr. Pierre
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Coetzer said that Government in developing countsidl have a more interesting role for

implementing inclusive innovation, for example byigg tax brakes to test BOP business models.

QUESTIONS ON THE PARTNERSHIPS WITH INSTITUTIONS/REP RESENTATIVES OF
BOP/NON-BOP SEGMENTS

Question Do you partner up with institutions from the B&&gments (e.g including

representatives of the BOP segment within the Lgbtsernance)?

All the Labs confirmed their engagement with ingtons from the low-income market,
being the latter NGOs, local communities, entrepoes, academia, chambers of commerce. More
precisely: the German lab said that they partnewitip people from the BOP country, as for their
solar project in Madagascar for which they hiredpgte from the field. The Finnish lab, similarly,
worked together with thirty organizations for thpioject in Kenya about renewable energiesd’
we did the same for a health care project in Ind@rking with NOKIA and Indian NGOs
confirmed Mrs. Teija Lehtonen. Mrs Sara Ballan (BarBOP Lab) added thatyés, we did. It's a
key value proposition to partner with local sisteganizations, gaining data as a partner and
identifying challenges locallyMoreover, the Spanish Lab confirmed their engaget with
institutions from the BOP tier as for the casehaf tapacity building workshops that the Spanish
BOP Lab organizes to train local people on develeminnelated issues. Mrs. Myrtille Danse, added
that working with the field is crucial for a matiefr credibility but, beyond that, there is the néed
partner up with localsriot just for cultural reasons but because locabrniation must be
converted into an economic point of vie®n this point, Prof. Stuart Hart saidn“addition to the
ethical reasons, this is important in order to gixadue to their knowledge, bringing their
competencies within the BOP business model. Thrermany innovations at local level which are
not scaled nor adopted. They should be considenéldvalued as part of a mutual exchange of
skills and technologies between BOP entreprenendspgople living in BOP markets. It is crucial
to be open to new options and new innovatioh&n-European Labs seemingly highlighted the
importance of be grounded in the context of BORr&ss implementation: the Indian lab affirmed
to work with 230 local agencies with whom the Labes as guide/catalyst for building solid BOP
businesses. The Brazilian Lab, confirming its ergagnt with stakeholders from the BOP sector,
reckoned the importance of a good coordinationaodnsistent trust among BOP stakeholders,
firms and BOP Labs working together for deliverfngitful outcomes. Mr. Markus Dietrich

(Philippine Lab) said that they work together wiitle academia, business clubs, chamber of
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commerce, NGOs and microfinance local institutidrise Colombian Lab said, referring to their
agro-industry projects thatwe visit the areas of our projects together witbalocommunities,
hence we increase the local awareness of our tereis (...) Local people also help us with what
we call ‘problem diagnosis’ and we finally work wthem persuading about the need to abandon
illegal cultivations (coca or marijuana) for a bettlife quality and long term returns stemming
from rubber and sacha inchi cultivation§ he Costa Rican Lab confirmed its engagemertt wit
representatives of the BOP tier mentioning NGOsFmehdations Give a Trust, Avina, Centre
for Knowledge Experience and Foundation for Bettié”) with which they collaborated on
specific BOP projects. Mr Mike Debelak, from Indltes Business Sweden, said that they are
working with local counterparts in Vietnam. Howevihe proportion between representatives of
low-income or advanced communities is biased indawf experts coming from advanced
economie’s He added that:there is also a geographical reason for that: if were based in the
Global South we would have included more peopla fitte BOP sector. Our Lab is trying to be
more inclusive by working with migrants on a projealled Inclusive Entrepreneurs. We target, for
instance, people from Ethiopia or Burma that wertran Inclusive Business strategies, linking
them with their home countri@ghere to develop their own business initidtidrs. Peng Rui Mei,
from the Chinese Lab, saidWWe are a research-based Lab, hence we partnerlautfincome
communities to obtain data for our researchesjristance interviewing farmers”Finally, Mr.
Pierre Coetzer, mentioned that the South African isanvolved in partnerships with people from
the BOP tier, however, such alignments of differtors ‘are not really effective because they
have different agendas and impacts are too weakwvk with NGOs but it is difficult, they show
a lack of understanding of business modelg the business narrative is still disconnected betwee
policy institutions, NGOs and businéss

Concerning the permanent involvement of repres@etaof the BOP communities within
the Lab’s governance structure, all the Labs daatithey work together with people from the BOP
tier to implement a specific project but they do necessarily include them within their governance
structure. On this point, Mr. Sateen Sheth fromWH2l, said that they indirectly hear the voices of
people from the BOPWhile working either with development organizatianenterprises that are
working with the BOP. And when we work with thagmboizations a key part of our research is
making sure that we are actually directly talkinghathe BOP. For example whenever we do
impact assessment studies we do qualitative irtersyand we make sure that we talk to all BOP
stakeholders Finally, Mrs. Peng Rui Mei addedWe have connections with certain companies

engaged in the BoP business, but their represemsre not within our lab’s governarice
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Question Do you see a clash between small and high sealel@poment policies in BOP
countries? More precisely do you think that smedlle BOP projects could coexist with growth

national strategies not necessarily leading tostaguable development?

All the Labs recognized that this is “the” strategroblem of BOP business
implementation. As said by Mrs. Teija Lehtonennirthe Finnish BOP Lab:This is the problem,
but we have to make the choice. Better to work firarinside than criticize big firms publicly. The
guestion is: criticizing or collaborating with bagliys to change therhOn this point Mr.

Fernando Casado affirmed thatiere is the need to separate micro policies fraawrmpolicies.

But still you can do very good things at the mieneel’. Mr. Jacob Ravn, from Access2Innovation,
about the possible clashes between good micro éssiegnd mainstream large scale profit
operations said that the crucial variable is tlgul&tory framework, which could harmonize pro-
development outcomes stemming from both types sinegses. Professor Hart, added that “[BOP]
are small initiatives but those that survive ofiemodel that can be followed ad adopted in order to
boost the change. Small-scale, private projectsagxist with national plans of development. To
the extent to which BOP initiatives will prove themives successful they will spread, transforming
the social context and producing a better waywht’. Mr. Edgard Barki, from the Brazilian Lab
affirmed that: This is a crucial question. | think it's importatat rethink capitalism, looking

towards an economy not based on growtidt. Sateen Sheth, from the WDI, affirmed that te t
dimensions are not necessarily clashing but theyust two threads of development policies which
do not interact per se. The Colombian Lab pragrabyiceckoned that:this is true, yet, only
demonstrating the effectiveness of BOP initiatisgeossible to convince national actors to invert
the model of growth. In this way politics can chahdseemingly, the Costa Rican Lab in the
person of Mr. Felipe Perez said thtt¢ BOP model offers a great opportunity to shoat this
possible to be ethical and successful. It represamniew conception for which it is crucial to
change the mindsetMrs. Peng Rui Mei, from the Chinese Lab, saiattlas long as BOP

initiatives work for the poor they can coexist watiy other different development projécts

Building on that, Mr. Mike Debelak (Swedish Lab)dsthat ‘macro and micro projects can

coexist, because they target different types oketarand consumers. As you know, the broad
category of BOP people is not at all homogeneounsddifferent scales may address different
needs and objects. Obviously, to spread at alllisethee BOP approach there is the need to re-shape
the business mentality, dealing with systemic ceargd acting on networks on the long term”.

Markus Dietrich affirmed: Ih the Philippines, the government is taking actteps towards
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aligning its “inclusive growth” agenda with privateector BOP initiatives. We see it also as our
role as BoP lab to support these efforts by engilive dialogue”.Lastly, Mr. Tokutaro Hiramoto
said: ‘sometimes BOP projects have been very influencadchgnge of market environment or
national policy. But we should not interfere wititional policy, it is a political problem.
Alternatively we should suggest various sustainaplgons through the creation of practical

examples

3.3.2 Evidence from the UNDP Inclusive Markets Database

The role of the institutions within the ninety-8OP case studies of the UNDP Growing
Inclusive market database was investigated lootonghnechanisms, logics and crossed-interests
leading to the establishment of a coalition ofitngbnal actors supporting and advocating for the
recognition of the BOP approach as the way to gbdosting sustainability at global level,
responding to ISEW’s trends.

What emerged from the analysis was that eachstadg enjoyed from a vivid network of
institutional partners that supported the BOP atiites in different ways. In the case of
international institutions, as the US Agency faemational Development, International Finance
Corporation, European Bank for Reconstruction asddlbpment, South East Asian Development
Facility Fund, UK Department of International Demainent, the Global Compact, Ashoka
Foundation and Central Banks, these entities affeapacity building, training and monitoring to
BOP business propositions. In the case of locahpes, such as local farmers, NGOs, universities,
cooperatives, their collaboration contributed tstéo local acceptance, greater social impacts and
innovative solutions for local business constraints

However, for ninety-three cases out of ninety-ge, institutional landscape although
present, did not create a critical mass of suppoedvocating for the adoption of the BOP model at
a global level, so to enhance sustainable developpwicies on a broader scale. On the contrary,
they limited their influence to the correct implemegion of the specific business case, without
extrapolating from such good practices a modelaitp intervention suitable for other markets.
The only three cases in which the institutionatisrape proved to be fundamental for the adoption
of a BOP business model as a policy respondinggtasability needs at international level, were
the previously illustrated case-studies of Amar@emex and Moladi. Here, a group of institutional
actors ranging from farmers, local NGOs, businesspetitors, experts of Ashoka, construction

companies to international development agencieseagon the adoption and replication of the
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same model of institutional interaction in anotbeuntry where sustainability needs could be

addressed with inclusive business solutions.

3.3.3 Comments

The second set of questions targeted all the B&#3 involved in the process of designing,
implementing and disseminating BOP initiatives. Testionnaire was divided in three parts to
describe a detailed picture of the functioningadhteLab. Goal of such investigation was to shed
light on the existence of a supporting institutidaadscape surrounding BOP initiatives
worldwide. It was of particular interest to spediftywhat level the institutional partnerships,
established between the Lab and its stakeholderg positioned and what were their
characteristics.

Regarding the point of the creation of instituibpartnerships involving actors from the
BOP tier, all the Labs confirmed their engagemaeith different types of counterparts: NGOs,
academia, chambers of commerce, entrepreneur$ clmoanunities. Some BOP Labs affirmed to
work with a large number of BOP stakeholders (ashfe Finnish and the Indian Lab) whereas
others are partnering with few local counterpaasfor the German and the Spanish Lab).
However, regardless the number of institutions imed, what emerged is that all the Labs
recognize the importance of coupling ideas andtswls shaped within the Lab with insights and
competencies coming from the field, namely fromBi@P segment where the business model is
going to be applied.

Additionally, what emerged is that the inclusidrrepresentatives of the BOP tier within the
Lab’s governance structure is not a common pradticether words, BOP Labs do not necessarily
hire representatives of the BOP tier, yet, the ections established between a BOP Lab and
people living in poverty are based on the needssyecific project requiring the collaboration and
the acceptance of BOP people.

The investigation of the second variable letheacknowledgment that there is a an
institutional supporting landscape enabling thelementation of BOP businesses. However, the
latter is subject to two conditions: on the onedhdrabs confirmed that the many institutional
partnerships established with people from the B@Pate project-based, thus limited to the
operational activities of a given BOP businessther words, such institutional connections are
not conceived to last further the project’'s implemta¢éion phase. Consequently, the institutional
landscape is not replicable since it is specificitiked to a certain BOP initiative and cannot be
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part of a policy framework applicable worldwidergspond to ISEW'’s trends. On the other hand,
as emerged in the last question from the words st Weija Lehtonen, the BOP epistemic
community is expected to dialogue with new actpeasticularly from the mainstream private
sector, as a result of the contamination of BORaitives and mainstream business models
operating at a macro level. Consequently, gettioger to mainstream actors, the epistemic
community of BOP Labs will reduce its inclusivenasth regard to BOP institutions from low-

income tiers.

Concluding, what emerged from the second settefuiews was a trade-off between the
replicationand theembeddednesH the institutional landscape required to suppogtadoption of
Inclusive Business solutions within a global policgmework responding to ISEW'’s trends.

Indeed, where there is embeddedness, namely s&al®nships involving BOP people and
non-BOP experts, this is limited to a specific pabj thus not systematized, hence nor replicable, a
a global level. On the contrary, where the repiccabf BOP initiatives is ensured by a global
community of BOP Labs advocating for the adoptibBOP business models at a global level, the
composition of such a community overlooks the inigpace of the permanent engagement of BOP
institutions (e.g BOP trade unions, BOP consumsse@ation, groups of BOP entrepreneurs, etc.)
which are, for example, not necessarily includethwithe BOP Labs’ governance structure (both
European and non-European Labs). Therefore, wherpresence of an institutional supporting
landscape for BOP initiatives suggests the adomtfdnclusive Business solutions as global pro-
sustainability policies, this does not automaticathply that such an institutional community is
intrinsically inclusive.

Ultimately, the evidence emerged from the UNDRadase is aligned with the above
findings, particularly referring at the relationghibetween representatives of international
institutions and members of BOP institutions. Mprecisely, the case studies collected in the
UNDP database showed that the international an8@ institutions worked together for the
exclusive purpose of implementing a specific BORative. However, international experts did not
build long-term alliances with BOP representatiibas creating a community of BOP-engaged
institutions. Only in three cases the institutiopaitners replicated their synergies in another BOP
context partnering up with local actors.

Hence the rigidity of the institutional landscdpeders the development of collaborative
interactions that, at institutional level, may atittye BOP approach as a policy response to global

un-sustainable conditions.
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Chapter four

Discussion and Perspectives

The evidence presented in the previous chaptevestha complex panorama for the
adoption of BOP solutions as international poli@dsgressing sustainability needs, particularly
those emerged from ISEW'’s trends.

Concerning thgeographical replicatiorof BOP ventures in other BOP or non-BOP
contexts, it is possible to conclude that therefaue sets of barriers that flaw the adoption affsu
business models as an international pro-poor palicgultural barriers, (i) economic barriers)(ii

(i) regulatory barriers and (iv) policy barriers.

Cultural barriers refers to a lack of trust that in other BOP or4B®P countries, different
from the one of the initial implementation of a B@&hture, may hinder the successful diffusion of
BOP goods or services. In order to successfullyaggtowards other markets, indeed, it is
important to align the business not simply to tbhechasing power of the new customers but also to
their expectations, tastes and level of confideMagketing to the poor require a deep knowledge
of sociological and psychological factors that elcterize a needy community. Seemingly, when
the profit-driven purpose is coupled by developrakaims, as for the BOP approach, this is even
more important. On this point, Chakravarti (200&:Bargues thatPoverty and development
contexts provide many opportunities for examiniltgraative consumption cultures that may be
difficult to grasp from a perspective rooted in ma@l psychology Therefore it is crucial to
consider the socio-cultural environment of the pparticularly looking at the heterogeneous social
systems that generate numerous constraints. Tiee, ladoted in membership groups, for instance,
lead to deprivation and self-defeating behaviorsugh peer group effects. Hence, time needs to be
spent to build solid relationships of mutual trostween the brand and its potential consumers.

Secondly, cultural barriers arise when the sucoeasBOP business is strongly dependant
on cultural features rooted in a specific geogreglharea. In this case it may be that applying the
same model in another country, whose economiclprisficomparable to the first one, is no
guarantee of positive outcomes since the senselof@ing to a certain territory, a sort of ancdstra
identity, is a powerful variable influencing thecsass of a BOP initiative, as it was for the

Kandelous case-study mentioned in the previoustehap
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Economic and structural barriers are the most commonly mentioned by the interviewee

and the most commonly identified within the UNDRBeatudies. These comprise a lack of:

» skilled human capitahat are not easily available in other BOP coesthut are crucial to
export the BOP business model;

» infrastructuresable to ensure the correct implementation of theress (e.g roads, energy
grids, banks, security devices) that are ofterdeotloped in low-income countries;

* investmentso increase theapital intensityfor reducing the business costs and scaling the
business in other countries, eventually increaiegoroductivity. Equally, investments are
required to increasgroduction volumesso to fulfil the needs of more clients;

* consumer baseavhich especially for non-BOP countries may belittle to justify the
replication of the business model, the latter egdip in diffusing niche products for few
consumers;

* low cost inputsthat sometimes are not common both in other BORtces and, surely,

in non-BOP countries.

Regulatory barriers refers to the possibility of a BOP entreprenewgny the same
regulatory environment that initially favoured ttievelopment of BOP ventures. This means that to
replicate such a kind of business in other BOP etark is fundamental that the latter had a loose
regulation, or anyway a regulation whose compliamoald not excessively affect the business
implementation. More precisely, a BOP businessiesp great deal of creativity for adapting the
business model to the constraints encountered@ntain BOP market. Hence, it is crucial not to be
additionally hampered by excessive norms, or hyiet sed tape on how to develop the business,

otherwise this would run counter the innovativeelegment of other BOP ventures.

Policy barriers, indicate that governments from different courstiaee called to enforce
policies enabling the fruitful diffusion of BOP viemes, inter alia promoting the adoption of clean
technologies or innovative ways to deliver cer@nvices in rural areas, keeping the input prices
low and avoiding corruption and vested interestsmately, governments must be stable to
reassure BOP investors that their business isgsatdrom political turmoil, particularly in low-

income countries where democratic institutionsrexemature.
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In addition to that, the empirical part of thisdy wanted to shed light on the role of the
institutional landscap®oosting the adoption of BOP ventures as polisyruments to respond to
ISEW trends. Regarding that, from the interviewthvirms and BOP Labs and from the
investigation of the UNDP Growing Inclusive Marklkttabase, it emerged that institutions are
certainly crucial to strengthen the successful en@ntation of BOP ventures. They provide
technical and financial assistance, as well aglimgla network of interested actors that crucially
influence the BOP business deployment. Moreovedeexe showed how such institutions may be
local, hence rooted in the specific context whaeeliusiness takes place, or international, namely
encompassing one or more coalitions of actors eetjagthe BOP venture without coming from
the market tier in which the business will be inmpénted. In both cases institutions emerge as a
positive force that, aligned with firms, guarantiee filtering of BOP products or services among
the poor while addressing developmental needs.

Looking strategically at the role of the institnal landscape surrounding the inclusive
business, two characteristics of the involvemennsiitutional actors need to be noticed: first,
institutions supporting the BOP initiative limitetin action to a specific business, without percegvi
themselves as protagonists of a generalizable appror ensuring sustainability returns while
making profits. In other words, regardless the typmstitution involved, the interviewees
confirmed the tendency to create synergies andsacatalysts only for the specific BOP venture
they are working for. Beyond that, institutionat@s loose their connections, burning off their
positive synergies which, on the contrary, may ba strategic importance in another BOP or non-
BOP context, particularly for the adoption of th@B approach at a global scale.

Second, institutional landscapes are not necésgariusive of institutions coming directly
from a BOP tier. As emerged from the interviews,ABIabs do not permanently collaborate with
key representatives of the BOP tier (e.g hiringrttees permanent consultants). On the contrary,
they work with them (to fruitfully implement the bimess) but they do not establish a professional
relationship lasting beyond the project. In so dpthe epistemic community of institutional actors
advocating for BOP solutions shows a membershigeian favour of BOP experts not necessarily
representing the BOP contexts, hence, the ingiatilandscape results not inclusive nor
representative of BOP people.

Gardetti (2007), noticed a similar situation in ti@se of Repsol YPF (the largest energy company
in Argentina) that failed in directly involving fige stakeholders within its think tank devoted to
sustainable business. The author concludes affiyitiiat excluding the poor from the BOP-related
organization (being it a Lab or a firm’s think tariknders the generation of divergent knowledge

and thinking, thus impoverishing the process ofgmoand business development. Agreeing on
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that, Majumder (2012:20) recalls Escobar’s thebs westernization of the cultural meanings and
practices of development. According to the Latingkiman author, indeed, recent definitions and
practices of development belong to a European stivigy, knowledge and power (Escobar,
1988:438). Majumder builds on that highlightingttbatside theorists and experts, not coming
from impoverished communities but focusing on hurdavelopment, may not consider the specific
developmental needs of the poor, reinforcing a imgtusive system of power. On this point, it is
worth recalling the words of Mrs. Teija Lehtonemrh the Finnish Lab, who affirmed that in the
foreseeable future new actors coming from the ntr@am private sector (e.g big multinationals,
banks, financial institutions, foundations) will peogressively more engaged at institutional level
in BOP-oriented activities. In her words:.there is a new generation of young professionals
interested in the BOP. They are people in thentigs so still junior manager but young forces with
whom Labs may work withWhether these newcomers will additionally pemalpoor people’s
instances is debatable. Reporting once more Mig Tehtonen’s opinion, however, ékier to

work from the inside than criticize big firms pwbji’. Such a pragmatic stance, yet, is no guarantee
that an equitable balance between BOP institutimsbig actors from the private sector will be
reached, therefore, to prevent unfair power thasetb be more attention to include all the voices

involved in BOP businesses, on permanent basis.

Back to the question of if and how a supportirgfitntional landscape will foster the
adoption of the BOP approach as a policy for aduingd SEW'’s trends worldwide, the project-
related approach and the poor inclusiveness ah#tgutions investigated in this study suggest tha
this possibility is de facto hindered, as well lzes diffusion of BOP business models on a global
scale. The few cases in which a BOP business nadigeitively replicated its positive outcomes in
other countries do not reverse what highlightedvabtndeed, two out of three migrated from a
Latin American country to another Latin Americamuntry. About that, it is crucial to admit that
exporting a BOP business model into a culturally aaonomically similar region is much easier
than exporting it within radically different couigs. Such a consideration, apparently obvious,
sheds light on a regional conditionality that hasted the successful exportation of BOP models
exclusively towards akin BOP markets.

In sum, what this study found out is that anifngbnal landscape which is not inclusive
cannot effectively promote BOP as a pro-sustaiitglmblicy framework at a global level.
Moreover, BOP ventures do suffer from a long ligharriers that hinder their replication in other
BOP or non-BOP countries. Consequently, in otheriltcome tiers, firms have to force their

business “back” to mainstream priorities focusimgcost competitiveness, or to rely on supporting
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regulations and policies. This reduces the geogeafibpatial flexibility of the theory, leading &
de-facto relativization of its policy reach.

As such, presenting the BOP theory as a revolatipapproach exportable to every market
and society is questionable (as it is conceiviragiti proper pro-development policy) or at least no

yet supported by enough evidence.

4.1 STRIKING THE BALANCE BETWEEN THE NOVELTIES AND PIPE DREAMS

At this point it is important to understand the ggss whereby eminent representatives of
the academia and the profit sector presented tHe tB€ory as the next-generation business
strategy to improve Human Development worldwide.

Inclusive Business, of which the Bottom of thed®yrd Theory (and its evolution focused
on Innovation, called Great Convergence Theory)esgnts the most famous theoretical approach,
was developed during years in which the pressura foore sustainable kind of development
generated a reorientation of the classic approachésvelopment issues. On the one hand,
environmentally-friendly solutions and socially pessible behaviors were perceived as a common
goal to reach in order to foster a sustainable kindevelopment at a global level. On the other
hand, among the actors entitled to enforce devedmpolicies at international level, private
companies emerged as the new powerful actors toessccessful policy outcomes.

The publication of the early articles on the BG#edry by Prahalad and Hart, corresponded
to philanthropists’ effort to stimulate a changexa@ntality about capitalism and profit activities.

An important contribution was the one of Bishop &réen, authors of the book
“Philanthrocapitalism”, in which the authors coinaeth a term to indicate a phenomenon whereby
relevant givers from the profit sector may conttébto social changes more effectively than any
other global actor (Mattew and Green, 2008). A&oaed by Schwittay (2011:72), in the early
2000's Bill Gates’ calls for a “Creative Capitalisat Davos Economic Forum were accompanied
by different initiatives originated within big carptions willing to engage with development
problems. An example is the Hewlett-Packard’s duision initiative against the digital divide in

the Global South (ibid, 2011). Prahalad and Haptaring the disruptive potential of the early
efforts to merge profits with development outcongled up evidence to launch a theory which
aimed at innovating the business scenarios of élxefifty years. They collected successful case-
studies, stimulated the academic community abait trew business theory and created a network

of think-tanks (the BOP Labs) devoted to generatertedge and to consult firms about how to
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make profits in low-income communities. Doing seytltreated an intellectual community
advocating for a third way between government-itlerventions and non-profit initiatives. The
two academics saw irtfefour billion poor the engine of the next round titzal trade and
prosperity (Prahalad and Hart, 2006:1), arguing thgitven bold and responsible leadership from
the private sector and civil society organizations] the elimination of poverty and deprivation is
possible by 2020. We can build a humane and jusétsbd (ibid: 112).

Arguably such expectations were very optimistieegi that, when the BOP Theory was
launched, there were few successful ventures demating that such kind of inclusive business
was as disrupting as effective. Particularly thotdkenthusiasm for the involvement of companies
in development issues motivated Karnani’s hardiae to the BOP model. Besides the main
conceptual flaws identified by the author and ayeexplained, the way in which Karnani named
the BOP theory is enlighteninfthe mirage][...] at best a harmless illusion and potentially a
dangerous delusidr(Karnani, 2006:2).

In line with that, this study has confirmed tHae BOP Theory is indeed sustained by a
powerful discourse about its innovativeness andldbal reach. More precisely, building on
Varman et al.’s (2012) conceptualization of “neefidd gouvernamentality” (Foucault, 1970) as the
discoursive view harmonizing social, environmeiatadl business returns in BOP strategies, it can
be argued that behind the Bottom of the Pyramicihthere is a form oféthicalneoliberal
gouvernamentality” focused on sustainable outcoanelsprofit solutions to massive development
needs. As a matter of fact, the contamination aheteeam business models with ethically-oriented
features is a key theoretical improvement reflecirmoral sensitivity which has spread among
companies, universities, think-tanks and polit@s.this point, different BOP Labs confirmed that
“doing well by doing good” is becoming an attraetisoncept for actors once fiercely avoiding any
contamination between business and social issueedver, this conceptual shift is happening
both in developed and developing countries, meathatj at least in theory, there is a rising
awareness about the need and the possibilitiesujpl€ societal benefits and profit returns.

London and Hart concluded that “[the BOP busirsggsoach]s a strategy that can
potentially unite the worldl...] in a common cause, fostering peace and shared privgp
(2011:81). The two fathers of the BOP Theory natittee potentialities of Inclusive business and
promptly concluded that such kind of ventures wheeideal solutions to sustainability and
development needs, a low hanging fruit ready tpibked by enlightened entrepreneurs. This study
demonstrates that this is an optimistic provisigndal of a discourse that overestimates the market
potentialities of green-ethic business (see alsballs, 2007), particularly concerning its

replication. Hence, as confirmed by the empiricallgsis, squaring the circle between social,
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economic and environmental needs is a complex psat®t cannot be enforced in isolation from
context-dependent features of the BOP markets wtherbusiness is implemented. Additionally,
such a multilateral goal is unlikely to be globadlzalable both at the top of the income pyramid or
in other BOP countries, as emerged from the inggvees.

Consequently, to avoid unrealistic expectationmfinclusive Businesses it is better to
recognize and accept the tie between Inclusiveri®gsies and Sustainability needs, but also their

reciprocal constraints.

4.2 BEYOND THE HYPE

Said that, is it sensible to conclude that BOHrmsses are simply anecdotic cases in which
social, environmental and economic outcomes ocoabjoaligned generating positive returns in

terms of sustainable development?

Before answering to the questions three aspeets toebe highlighted: first of all, it is
important to remind that BOP ventures have a l@wgnmd of successful cases proving their
effectiveness, there were implemented. Among thieenUNDP database, as well as the
investigation of the two case-studies and the ctiia of the BOP Labs’ experiences, confirmed
that it is possible to obtain societal, environraéahd economic returns. With regard to that, the
Appendix at the end of this study helps at envisigrthe kind of outcomes provided by BOP
ventures globally. Rising employment rates, gemdgrality, social inclusion, professional training
are just some of the improvements brought abounhdtlysive Business strategies in terms of
development of disadvantaged communities in diffeceuntries. Hence, the BOP approach is no
doubt a promising way of doing businegsh and forthe poor, whose short term impacts fostered
sustainable human development at the base of toen@ pyramid.

Secondly, the BOP theory, its version more focusedcaling innovative technologies (the
Great Convergence Theory) and the Inclusive Busidesnain as such are recent threads of
research that began to be implemented in a relgtigeent time. Indeed, the very early examples
of what was lately defined “BOP initiatives” wereentioned in Prahalad’s book dating back on
average to the early years two-thousands. If iitme tvas enough to see a dramatic theoretical
evolution of the theory, from its early proposititinits advancement towards the 2.0 Protocol and
the Great Convergence Theory, time has not passedhtuate the effectiveness of BOP ventures.
More precisely, most of the initiatives dissemiateridwide are still in their business

enforcement phase, thus they have not reachedtheagt which the business model is
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consolidated and ready to be scaled in other BORBOP contexts. As a matter of fact, in order
to scale a business it is equally important to hekeady tested it, in its most profitable shapgetoa
have saved money and resources for exportingothiar markets. Of course, for that to happen
there needs time. On top of that the economicscesperienced by western economies did not
helped the process of learning, since institutidmatls for monitoring and understanding the
processes of business implementation decreased.

Thirdly, more consistent data are needed in dimenderstand if the BOP Theory can really
respond to ISEW'’s records in terms of informing-gewvelopment policies at a global level. This,
indeed, is a crucial point since few platforms egis which BOP experiences are officially
classified and collected as examples for studyeg features and synergies. At international level
the official database collecting BOP businessesUhNDP Growing Inclusive Market database.
Other experiences are gathered by BOP Labs, Uitiesrsr online networks/communities but
their scientific relevance is sometimes debatabiee there is no effort to harmonize data
according to a common set of performance indicatewen some cases within the UNDP database
lacked of a common frame for presenting the busipesposition and its environmental, social and
economic outcomes. More precisely, some of therarorgd the information according to a clear
template, others were more descriptive, dilutirgghesentation of environmental/economic/social
outcomes within extensive background data on tlhwatrg's profile or local constraints. In other
words, what is important is to develop a sharech&dor presenting BOP ventures in a way that
could highlight their inclusiveness, as well asilig benchmarks for defining the extent of such
inclusiveness. This process of data organizatidnead to more homogenous evidence, helping to
understand the BOP businesses’ potential in tefrpsoedevelopment policy tools. To enable
better information systems is also recommendeddsa@o Caneque et al. (2013) as a way to
broaden opportunities for the BOP communities. Mgecifically, the authors argue thathe
success of a joint agenda among key players tagemolutions for the BOP will require a robust
and coherent data systéifibid:102). Further, they suggest that Governradrave a key role in
this sense, since they can define quantifiabletaugable indicators, create available public data
system and enhance the standardization of suchatlatdional, regional and international level.
Specifically referring to the methods to enrich kim@wledge on BOP initiatives, Marquez et al.
(2010:318) highlighted the need of developing.adrning Loop by investing in ‘Unconventional
market research methods, sometimes very innovatigdighly participatory in natufe

Finally, from a pragmatic standpoint, such anmffor a more reliable, complete and
harmonized knowledge may also have important caresezes for BOP companies waiting for a

financial support from banks or foundations. Indgede able to quantify the sustainability returns
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of BOP ventures through a scientific, shared arndildel method is no doubts a plus that shows

how a company is able to conceive its businessrmg of value creation.

4.2.1 Two promising pathways

After considering such aspects, two cases frontiBP Growing Inclusive Market
initiative are now presented as possible pathwarystfengthening the relevance of Inclusive
Businesses as pro-development policy instrumetis.cises that will soon be described refers to
two firms, Denmor Garments and Adapt, and beloadeeé UNDP database. Both examples open a
room for replicating BOP ventures at internatideakl thanks to the mediation of two alternative
institutional landscapenigrants networks and sector-based associations

The first case-study, located in Guyana, refeis company producing high-quality
garments for export. The owner, a man from Guyastblished a business that now counts 1150
employees. Responding to the question about hisefyterspectives he said to be willing to launch
his own brand, which he would market to the Caritsbdiaspora to the US and the Caribli&an
This perspective, for now just an intention, mgyresent an innovative institutional network for the
expansion of BOP products/services, whose potemiigl equate the one of an integrated
institutional landscape.

Looking at the literature, the migrant entrepresbip (or transnational entrepreneurship)
has been investigated as a way to alleviate poaertyincrease employment opportunities for
marginalized communities. Defined by Drori et 2009:1002) as:social actors who enact
networks, ideas, information, and practices for plaepose of seeking business opportunities or
maintaining businesses within dual social fieldsjol in turn force them to engage in varied
strategies of action to promote their entrepremalLaictivities’, its impacts have been connected
with the changing patterns of modern global diaap@nd complex international business
activities. On top of that, according to the authohe diffusion of ICTs and social networks
provided both material and social support to migearirepreneurship, turning to be a distinctive
feature of globalized economies (ibid, 2009). Aduog to Riddle et al. (2010:401) migrant
entrepreneurship finds its logical framework witktie concept of circular migration, namely the
one that ensures the existence of business opssdiaih in migrants’ country of origin and
residence. At European level, Levent and Nijkaf0Dg&) developed a comparative study on the

determinants of migrant entrepreneurship, conclythiat structural factors influence the

% Denmore Garments Inc: providing employment for wofnem impoverished rural communitid$NDP Growing
Inclusive Market case-study. Available at: httpuAw.growinginclusivemarkets.org/
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integration of migrants within the hosting marketese are: (i) the immigration policy of the
hosting country, (ii) the existence of a co-ethseenmunity in the country and its economic
incorporation, (iii) the operation of social netksy (iv) the possibility to acquire capital amohg t
community and, finally, (v) the potential markettbé host society. These factors, detected at
European level, are seemingly relevant in non-Eeaopcountries, where different host societies
experienced the same wave of migrant entreprenigursh

A patrticularly relevant concept, which is usefubtodge the topic of migrants’ industrial activiie
with the BOP Theory is that of “migrant networkagmely social structures that increase earning
opportunities in a labour-hosting region (Lightét 1990). Networks are key to improve the
efficiency of job searches and supply, thus inarepthe aggregate supply of job opportunities of a
destination country. As a consequence, networkigpos or even avoid the job saturation of a
receiving market, while encouraging non-immigramtrepreneurs to shift capital into the
immigrant activities.

Looking at networks as tools for enhancing migsaetonomic activities, it is possible to
consider them as drivers for exporting BOP initiesi from a BOP country to another BOP country,
concurring to a “pull effect” that may help the lieption of BOP businesses in different BOP
markets. Consistently with that, transnationalgmieneurship has been studied by economic
geographers as a way to increase business oppa@$,miansferring knowledge, as well as a driver
for innovating international production network®erexample Saxenian (2002) argued that US
educated immigrant engineers created new econastiities for peripherical economies around
the world, once they moved their businesses otlie@fJS. While this example is particularly
focused on the Silicon Valley, none may excludé¢ tigav examples of innovative business such as
the BOP ones may stem from migrants’ diaspora thémkhe effect of strong migrant networks. In
this sense it is possible to argue that the BORPaggh may take advantage of ethnic economies to
migrate in other BOP tiers channeling material emangible resources through migrant networks.
Building on that, Chen and Tang (2009:1082) hidttkgl the role of “Glocalized Networks”, those
standing in between the micro and macro dimensionigrant entrepreneurship. Such networks
enjoy from both local and global connections, fastance bridging state policies and market
conditions (macro dimensions) with migrants’ sodemographic characteristics or ability to use
new technologies (micro dimensions). Given theiitidmensional nature, Glocalized Networks
may represent the best channel to replicate BORédmssince they encompass micro elements
strongly related to the country where the BOP lessrhas already been implemented (e.g

knowledge about distribution channels, solutionswercome inputs shortages, ability to engage
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key actors) and elements resulting from the traat@nal experience (e.g network connections,
peers engagement, financial support).

Back to the literature, Masurel et al. (2002) istiazdy dedicated to examining the
performance conditions of ethnic entrepreneurs loolecnoticing that many ethnic entrepreneurs
want to expand their market domain targeting cidrgyond ethnic affinity. This intention is
particularly true for young generation of migranégking for new opportunities to address non-
immigrants customers with non-traditional businesteoking for disruptive strategies, the authors
suggest that the ICT sector may be a candidateuidr a goal. This study suggests that the BOP
approach may well serve this goal too, offeringdhance to innovate the migrants’ classic
businesses, exporting sustainable and innovatof pritiatives from one BOP tier to another.

To further exemplify such a scenario, it is polestb consider a BOP-tailored
product/service from Colombia exported in anoth@&PBeconomic segment, for instance in India,
responding to the same basic needs addressedfirsttmuntry of implementation. The driver for
this replication of the BOP business model wouldrigrants networks, helped by favourable
circumstances that characterize transnational gneineurs such as: easier access to credit (i),
higher social acceptability in the receiving coyriir), low-cost workforce recruited on ethnic
bases (ii) (Sahin et al., 2007). Hence, to rephid&®DP initiatives, migrants’ networks can be
effective tools to export the business proposittoather BOP countries through migrants’
diaspora. The latter, relocating people involveoinsimply familiar with) BOP initiatives may
export the BOP business niche abroad, concurritigetaiffusion of such business model as well as
of sustainable development.

Going back to the barriers recalled at the begigoif the chapter, a migration of BOP
ventures through migrants network would particyladercome the following economic

limitations:

» skilled human forcesn this case, as argued by Sahin et al. (2007);anig networks may
provide skilled human forces recruited on ethnidis, namely actors to engage in the

replication of the BOP business that is rootedheirthome country.

* investmentsas for all the transnational entrepreneurial aibigj migrants venture have
access to funds from their own migrant group, ttoeeg they enjoy from the support of
other country fellows in terms of privileged accassredit. The latter, according to Rath
(2000, in Sahin et al. 2007) often means to rexumformal networks, since migrants are

less bankable candidates than native entrepreneurs.
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» consumer baseconsidering the replication of a BOP venture frame tow-income market
to another, the consumer base will be similar &dtiginal, enough to justify the replication
of the model. In terms of needs to be addressedg il be similar, whereas the volume of

the market and the regulatory context may be differ

Notably, the aspirations of the Guyanan man, supddy the literature about migrant
entrepreneurship, respond only partially to thestjoa of whether BOP business models may be
seen as international policies for sustainabilggads. Indeed, migrants moving towards advanced
economies will not be able to adapt the BOP busimgthin a market whose higher input costs and
different needs do not require BOP business gdodhis sense, hence, transnational
entrepreneurship can only help the replicatiomefusive Business along BOP-BOP directions,
where underserved needs are similar, namely witbcaling the pyramid to its top tier. This caveat
needs to be considered while considering the diffusf BOP ventures through migrant networks.

Finally, a last point needs to be addressed:dleeaf BOP Labs within such a scenario of
replication of BOP businesses through migrant nekeudn this case, the analysis of Riddler et. al
(2010) offers a interesting insight. The authoksestigated the role of incubators for transnational
entrepreneurs, particularly considering the cadat&nt, a Dutch incubator which helps
overcoming the institutional voids that, in low-ome countries, might hinder the entrepreneurial
potential of migrants living in the Netherlandsislihere argued that BOP Labs could play the same
role but focused exclusively on the replicatioriraflusive Businesses. More precisely, they could
provide network, knowledge, training and conneditmdiaspora entrepreneurs willing to migrate
abroad to replicate a BOP initiative. They may espnt an intermediary actor adding managerial
and business knowledge to the resources traditjoclahnneled by migrant networks within
circular migrations. As emerged from the last imt&w to BOP Labs, the newly born Swedish Lab,
is adopting exactly this strategy, partnering watigrants to link them to their native economies and
to boost their potential as Inclusive Businessegprneurs. Notably, to such an end the BOP Labs
community could keep a geographical representatotmat each Lab might work for assisting its
country-based migrant community and enhance futaresnational entrepreneurs.

In sum, what the Denmor Garment example indicatédsat migrant dynamics may help the
diffusion of BOP initiatives within BOP tiers whetige migrant community represents a catalyst for
the implementation of the BOP business within aggbnd the expatriated community. The extend
to which this driver may lead to a segmentatioBOP businesses addressing exclusively low-

income sectors is hard to say at this stage bapresents a possibility whose effects might concur
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to isolate the base of the pyramid from its top, liiter being a space where migrant BOP

entrepreneurs can hardly replicate the inclusivarass experienced in their home country.

Adapt is the second case, emerged from the UN@WIi@g Inclusive markets database,
suggesting a way through which BOP initiatives rhagome a model of policy response to
sustainability needs at a global level. The cagdystefers to an Egyptian architecture consultancy
firm, called Adapt, developing urban planning stgaés. Adapt is particularly focused in affordable
housing to be built respecting sustainabilityestda of Middle East and North Africa environmental
spaces. In 2004 the company was financed by Aslzo&acial venture capital supporting inclusive
business all over the world. Subsequently, in 20@%Egyptian company’s business model has
been replicated at a national level with the hélthe Ashoka Arab World Housing For All (HFA)
initiative. The goal was to reach eighteen milllwusing units by 20£1
This kind of sector-based institutional supportthis case provided by the HFA, is particularly
meaningful in terms of enhancing the diffusionloé BOP business at a global level, in this case
looking at Arabic communities outside Egypt. Sudeatorial driver, here internal to the housing
industry, may be crucial to replicate a succeB@P business in other low-income tiers relying on
international associates working in the buildingtse

Back to the research question of this study, tfiesion of BOP models to the point of
becoming global policies addressing sustainabiégds may be facilitated by a vector such as
associations gathering all the stakeholders inwblmea certain industry at a global level. The
example of the Ashoka Arab World Housing For AIFA) initiative is just one of such arenas that
may ease the replication of BOP initiatives worldevuntil becoming endorsed pro-development
policy tools. Other examples of global sector-basggbciations that could serve such goal are: the
International Energy Agency (IEA), the World Infaation Technology and Services Alliance
(WITSA) or the World Council of Credit Unions (WCGUNhat this type of organizations have in
common is the specific goal of advocating for tdeaamcement and implementation of the best
policies implying their key-sector at a global leve
To exemplify the functioning of such kind of sectirsed organizations, Slow Food International
can be seen as a model aligned with this sectppabach. The association’s mission is to protect
the heritage of biodiversity, culture and knowledglated to food at a global level. Founded in
1989, it counts 100.000 members in 153 countri@serthan 2000 communities supporting the

association and 10.000 small produé®rEhis organization, hence, represents a kindsiitirtional

39 Appropriate Development Architecture and PlannimgfhologiesUNDP Growing Inclusive Market case-study.
Available at: http://www.growinginclusivemarketsyor
0 For more information, Slow Food International’shsite: http://www.slowfood.com/
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landscape that can inspire the BOP community fossbiog its goal of diffusing BOP ventures
worldwide. Within such an institutional contextnoe, the BOP approach may find a place where
to be supported within a certain sector over ddféicountries.

Having a look at the literature on such policyn@®representing the interests of a sector-
based membership, Zoboli (2010) highlighted thergerece of what he calledssue-based
communitie$particularly within the Climate Change policy dam, stating that such a sector of
policy involvement was generatinglbbal communities for specific global governanssue’
(ibid:1). In his article, the author states thatitwal conditions for the emergence of such
communities are: (i) an increasing share of adgtorslved in the issue, (ii) strict interconnections
between representative layers, (iii) a deep congseimside and across the layers about what/how to
act and, finally, (iv) an increasing capacity diuencing State-related actors. Such a kind of
institutional landscape recalls the one of the maetgrs supporting the BOP principles listed in the
BOP Protocol 2.0. However, binding such a commuaitypecific industry sectors may represent a
catalyst for effective policy action. More precigahstead of relying on a global community
(institutional landscape) supporting the adoptibthe BOP approach regardless the sector of its
implementation, a fragmentation into specific intyslomains may boost the effective migration
of BOP ventures towards different countries withitar developmental needs.

It terms of efficiency, the more the sector-basathimunity would be actively interconnected and
able to advocate for the issue before any relessaarta, the more will be the chances to see
Inclusive Business becoming a real policy modellobal objectives of governance. From a
Collective Action standpoint, segmenting the scofpgolicy interaction at a global level results in
facilitating the cooperation, thus ensuring positbutcomes from the interactions of different actor
of the same sector. On this point Agrawal and G@@01) state that smaller communities are
more effective in terms of collective action thag bnes, since monitoring the interaction costs is
cheaper in small groups than big communities. Backur case, ensuring the replication of BOP
policies on a sectorial base would be less experasid more effective than doing the same within
a global community representing every possibleress domain where the BOP approach can be
applied.

Notably, sector-based groups advocating for th® B@proach as a proper global policy
tool might arise within a pre-existent sectorigd@sation (thus representing a sub-group
specifically supporting the BOP approach), or theyld interest the organization thoroughly.
Clearly, such a constellation of BOP business aaltescshould refer to a coordination level
ensuring that the BOP principles would be effedyivnforced by the different sectorial groups.

BOP Labs might evolve in this direction, namelyté&agl of being centers for developing cross-
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sectorial BOP initiatives with different type ofropanies, they may focus their knowledge on a
single sector for which representing a qualifiedkitank of applied research tools (e.g indicators,
participative methods for engaging BOP communibiescenario projections). In so doing, BOP
Labs would loose their country-specific perspectivee characterized for assisting exclusively a
specific sector, possibly involving experts frone BOP so to result, finally, inclusive. On thedatt
point, problems may arise in case big actors witleirtain sectors behave as hegemonic rulers due
to their size or economic power. It may be, forrapée, that big players from the housing sector of
advanced economies dominate the agenda of theird@porting community, marginalizing

smaller actors from low-income tiers. These, asafor organization, are risks that needs to consider

and address, for example by defining an internadjyitable distribution of power.

The evolution towards this scenario is overall &ntative, yet, three examples focused in
Africa may offer interesting examples on how BOB4.anay experiment this new institutional
role: the Kenyan Financial Sector Deepening inu&tLighting Africa and the Competitive Africa
Cotton Industry Initiative (UNDP, 2013:66). Thestiexample refers to an initiative aiming at
increasing access to financial services, esped@ailiow-income people living in Kenya. By
engaging different actors such as government urigtits, financial institutions, informal providers
of financial services, and education and reseansfitutions, it resulted in increasing formal and
semiformal inclusion in the financial market fro% in 2006 to 40% in 2009. The second case
refers to a sector-based example of diffusing ik Business in the lighting sector in Ghana and
Kenya. The coalition improves market conditionsliginting products. By April 2009, more than
2500 company members registered on the websitenillibn Africans had been provided with
lighting products and 19 million people have bessched through consumer education campaigns.
Finally, the Competitive Africa Cotton Industry fiative works in six African country to build
sustainable cotton value chains. Some of its 2ldomisub-Saharan members saw a 45% rise in net
income due to cotton production. Even though tllessee BOP-oriented sector-based associations
work with a strict African perspective, howevere tliemarkable results obtained in their
geographical domains suggest that the sectoriabapp is a promising pathway for expanding
their activities beyond the African continent, eaépresent an international, sector-based, BOP-

oriented institutional landscape (ibid:2013).
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4.2.2 Credits and seeds of replication

Among the many merits of the definition and launtithe BOP Theory probably the
biggest one is to have portrayed the private seatat particularly MNCs (as for the first versidn o
the theory) as actors to engage in developmentipsliThe size of big corporations, the type of
goods produced and their internal management argaomn were depicted by Prahalad and Hart as
the places for the happening of a business rewnl@ddressing large tiers of the global population
so far condemned to subsistence and poverty. $rstinise the theoretical and political contribution
of the theory was outstanding, pushing the barbet&/een business and human development
towards a possible convergence. Considering thatBOP theory and the Inclusive Business
domain in general, represent a new paradigm inldpreent assistance and business management:
they reversed the equation that poor people arenadtetable subjects as well as demonstrated that
private companies may succeed wherein years ddmthilopic help failed. In so doing, the theory
prompted the scientific community to advance thevidedge about the interactions between
development assistance and business strategiaingraew alignments among opposite actors:
NGOs, MNCs, low-income communities, academics.

If there is one single credit to recognize to saslapproach, hence, is to have taken the risk
to apply what many actors (politicians, manageosmeers) were just wishing: to try to build
synergies between different subjects instead afiimtheir efficiency within rigid borders. As for

many examples reported in this study, indeed,¢kalt have been greater than any expectations.

Back to the research question, the two case-sindiee reported from the UNDP market
database (Denmore Garments and Adapt) shed light@possible drivers for the migration of
BOP ventures towards different markets: migranivoets and sector-based organizations.
Although both firms did not experimented such drévieut only considered them as future
strategies, their role can be framed within whakires and Ishikawa (2012:21) indicated as ways to
scale Inclusive Business. The authors, indeedystgdpecifically inclusive business models in
smallholder-dominated cash crops, enumerated @ssefimechanisms conducive to successfully
scale BOP rural initiatives. Among them, they foedd(i) enabling policy and regulatory
environments, (ii) new business models, (iii) Irsthe Business certifications, (iv) Inclusive
financial mechanisms, (v) spinoffs of export-or@hagriculture to the local economy, (vi) new
technologies and (vii) sustainable intensificatidilereover, the author suggested to create
effective partnerships through project allianced platforms. Notably, migrant networks and sector

based organizations may be seen as two exampiegfplatforms conducive to replicate BOP
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initiatives, the first relying on expatriated commities, and the second on specific sectorial
knowledge attracting experts and practitioners.

Consequently, it is relevant to adopt a twofoldspective: looking at the implementation of
BOP businesses nowadays, data shows that theneaanebarriers to fruitfully replicate BOP
businesses and to conceive them as policy tog®neng to ISEW data at a global level. More
precisely, evidence indicates that few BOP inirsi migrated towards culturally similar areas, thus
suggesting that the business model is not flex@hleugh to be exported in contexts that share the
low-income level as the only characteristic in commmwvith the initial implementation setting.
Consequence of that is to criticize the global scofthe BOP theory, presented as the disruptive
approach to eradicate poverty through profitshia sense, hence, there would be no room for
advocating in favour of a recognition of the BORe®ty as the policy model to respond to ISEW’s
records. However, instead of linear pathways téedesased on capital accumulation, focusing on
innovative drivers of BOP diffusion may lead toragressive adoption of the BOP approach as a
policy framework at a global level. Promising dynesmare those enhanced by migration networks
(geographical driver) and sector-based commun(ithssitutional driver) that ultimately call for a
re-alignment of BOP Labs’ role in the shape ofa@ithusiness incubator for transnational
entrepreneurship or advocates of the BOP Theotyim#tector-based organizations. Particularly for
the migrant driver, the fact that one of the mesent BOP Labs is working in this direction
confirms that such an hypothesis is all but jusbtktical.
Before concluding that the BOP approach is a hgpmely a trendy approach promoting what
stands only on paper or as an intention, it is irigm to gather more evidence and consider such

alternative ways of diffusing Inclusive Businesses.

As a last consideration, the difficulties in repling BOP businesses in other BOP on non-
BOP countries so to become a model of sustainaeldpment policies suggest that the scientific
approach whereby a certain knowledge must be agplicto be generalizable thus becoming a
model (in this case a policy model) has strongthtrons where there is to deal with development
issues. Aspiring to a global acceptance, a glotstitutional representativeness and a global
geographical scope may not be the most viable dwriar a theory, as the BOP, that overarches
economic, sociological and environmental domaitne dbstacles to replicate Inclusive Business
indicate that instead of claiming a global effeehess, pro-development policies may rely on a
range of principles relative to the sector andatentry of their implementation, thus avoiding any

all-purpose aspiration.
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The BOP theory, and its non universalistic mechasjoffer an opportunity to re-think the process
whereby successful development initiatives becooneerstones of policy plans and global action.
The adoption of a more fragmented view on develognssues, particularly for those implying the
involvement of new actors and innovative produstfoa BOP ventures, may take time to be
accepted, especially because this would impacbeergance dynamics at a global level. Yet, such
a scenario would rejuvenate many assumptions gimdiely design and international development
assistance. There is to see if such a challengdindla community of path finders as brave as
those that embraced the concept of Sustainablel@®went and made it filtering across economic,

political and societal levels.
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CONCLUSIONS

The aim of this study was to test whether the #dopat a global level, of Inclusive
Business initiatives, particularly those inspirgdthe Bottom of the Pyramid Theory, was
conducive to shape a new thread of global poliateressing sustainability needs highlighted by

weak sustainability indicators such as the ISEWcauor.

The conceptual framework that led to such a rebegmestion showed how two processes,
happening in parallel, converged: on the one sigediffusion of the concept of Sustainable
Development filtered at institutional level, helgegthe diffusion of analytical tools as Strong or
Weak Sustainability indicators. The latter provedbé valuable instruments to understand whether
a country, or a region, would (or not) need of ioyang the quality of their development looking at
more sustainable performances. On the other handjgvelopment policies begun to be
progressively implemented by actors coming fromptadit sector, namely companies actively
participating in development assistance effortsrévfwrecisely, from the early 1980s the political
arena of development aid policies encompassedtghi¥ien actors whose approach towards
ensuring human development worldwide was starkfgidint from the one previously championed
by public/institutional entities. The result of$lslow process of mixing public and profit-driven
actors was to demonstrate that it was possibleatcerprofit while simultaneously ensuring social
and environmental advancements, particularly irrilo@ome communities where the need of
Sustainable Development policies was more urgent.

Among the many pro-development initiatives flaghgdrofit-driven actors, the effort of
this studies was to specifically analyse the “popotential” of BOP ventures, a type of Inclusive
Business launched by the professors Prahalad aridTHis investigation, hence, questioned
whether this particular type of pro-poor businessrgd become the model for policies addressing
sustainable development needs at a global leveleTity that, two variables were tested: the
geographical replication of BOP ventures in othmirritries and the presence of a supporting
institutional landscape able to endorse the adomticuch business models at a global level to

target developmental needs.
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The empirical analysis required to test the alregearch question was conducted analyzing
three data sources: the UNDP Growing Inclusive Merklatabase (to test the geographical
replicationandthe institutional landscape); two firms doing bsilve Business in Brazil and in the
Dominican Republic (to test the geographical rggiamn) and nineteen experts of Inclusive
Business from the BOP Learning Lab Network, nantedyinstitutional network supporting the
adoption of the BOP approach for making profitamdincome communities (to test the supporting
institutional landscape).

The result of the investigation highlighted thatterms of geographical replication, BOP
ventures found many barriers to migrate towardsrdiw-income communities or high-income
communities. In other words, practitioners and etspeeckoned that the replication of BOP
ventures is conceivable in theory but this does@ptesent an automatic step of the business
development, given a list of cultural, policy, régory and economic barriers. Looking at the case
history collected in the UNDP database, the few BOsinesses that migrated towards other
countries did so addressing a neighbor countryg sluggesting that similar socio-cultural features
are a condition for the successful diffusion of B@atures towards different areas.

Looking at the presence of a supporting instingldandscape, what emerged from the
analysis is that the epistemic community does watk institutions representing the low-income
communities but this partnership is strictly linditeo the enforcement of the specific business case.
In other words, experts, practitioners, academicsa@nsultants gravitating around the
implementation of BOP ventures are not includingoagitheir fellows representatives of the poor
communities on long term basis. Yet, they tendeepkthe role of people from low-income
communities as local counterparts. Such evidenoews to decrease the inclusiveness of the
institutional community that advocates for BOP hasses as global pro-poor policies.
Additionally, when it happens that the partnerdbepveen the BOP community and BOP people is
enforced, such an alliance of different actorsslasitil the business is enforced. Consequentiy, it
not possible to give rise to a policy model of B@tures whose adoption is specifically
motivated by global sustainability needs. In otlwerds, institutions supporting Inclusive Business
ventures are not currently envisioning a way tartaarize the many successful BOP initiatives so to
generate an abstract model of intervention, therldeing independent from the business
implementation phase. As a consequence, it isosgiple to track the presence of an inclusive
community willing to extrapolate, from the singlediness venture, a model of policy intervention
applicable at a global level.

What said led to the conclusion that, having aredythe geographical replication and the

institutional landscape of BOP ventures, the answéne research question is negative: BOP
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ventures cannot be considered as shared poligiesdponding to sustainability imbalances

portrayed by Weak Sustainability indicators, asIBieWw, yet.

Additionally, four specific conclusions can be drafiom the research question’s response:

1) the ISEW indicator, as its further analytic extans, are still lacking of a resulting policy
framework able to enforce policies that could inyar¢he sustainability performances of a given
ecosystem. This consideration sheds light on thieypelevance of the many indicators that are
able to describe, analytically, the sustainablermustainable conditions of a given country or
ecosystem but are deficient of a practical polreyrfework within which to implement the best
policies for ensuring Sustainable Development.

This gap between the need of sustainability indisaand the their objectification into
pragmatic policies addressing Sustainable Developmeeds is confirmed by Hezri (2004), who
investigated the national sustainability indicadexwelopment in Malaysia. The author reckoned that
sustainability indicators have rarely been integptanhto policy-making processes, since
“embedding sustainability indicators into the falwfadecision-making is a complex task
(ibid:358). To do so, Hezri defined an action semesillustrative of how an indicator should
become part of a policy: the first step is theeption&cognitiorphase, followed bthe
reference&efforphase, thadoption&implementatiomnd thempact&institutionalizatiorphase.
These are, according to the author, the passagmgythwhich indicatorscan have stronger
purchase in policy debates and ultimately a moretional penetration into policy systems and
processes(ibid:368).

More on this, Fuente-Nievas and Pereira (2010¢ld@ed a study for the UNDP on the
disconnections between indicators of sustainakality human development policies. They
seemingly concluded that the policy trade-offsntégrating sustainability indicators to inform
human development policies is not fully understodtey argued thatDepending on the choice of
an existing indicator of sustainability, one coaldhost conclude anything about the correlation
between sustainability and human development. Tisutfe do not know how to systematically

assess the relationshigibid:47).

2) secondly, it is possible to conclude that theéPBIheory, and the Inclusive Business approach in
general, cannot be defined as conducive to a poiogel for shaping policies to address economic,
social and environmental imbalances. This is dugegeries of structural limits which flaws the

replication of the BOP approach in different comgers well as their entering into the internationa
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policy-making process. By answering “no” to thee@sh question, this study highlights the need
of understanding whether the many successful exasrgdlan improved sustainable development
condition in low-income communities, obtained by B@entures, may ever be translated into
sound policies. In view of that, as recalled by Mo@ld (2010), working incrementally toward the
goal of scaling up successful social ventures 0 settings requiresa’ context-based approach
that is supported by evaluation at each stage albegvay. By no means Scale-up should
uncritically replicate the interventidr(ibid:14). For this to happen, more researchraopact
assessment and ex-post evaluation of the many Bib#tives is needed to ultimately distil the

essence of fruitful inclusive businesses.

3) building on the above points, as a third remsudtue in order to remind the options left open by
the two UNDP Growing Inclusive Markets’ cases (Adapd Denmor Garments) in which the
entrepreneurs hoped to replicate their businesk#® migrants’ networks and cross-sectoral
organizations. These opportunities for BOP busiee$o extend their reach at international level,
overcoming the barriers that hindered their modgedia pro-poor policies, show a promising path
for the future diffusion of BOP ventures. In theyious chapter, the remarkable potential of the
two drivers was depicted as a consequence ofelsier market penetration thanks to migrants’
communities (for migrant networks) and lower cadtsooperation (for sector-based associations).
Additionally, the role of the BOP network’s commiynwas discussed in terms of its positioning as
an intermediate actor for boosting Inclusive Busgdiffusion through migrant networks or sector-
based associations. On this point there is to $e¢ wgic would be chosen, if the one of organizing
the network on a geographical basis to assist migmatrepreneurs, or on a sectorial basis to
increase the specificity of Inclusive Businesstetyees.

Clearly, much of what suggested needs furthersingation: for instance it is not clear how
to avoid hegemonic behaviors from big industridbes: For example, big players from the housing
sector of advanced economies might dominate thedagef sector-based associations,
marginalizing smaller actors from low-income ti€fkis is a risk that needs to be addressed: the
definition of an internal distribution of power tounterbalance the excessive influence of few,
dominant, members may be one option. Regardingitgeant networks as the second way
envisioned to expand Inclusive Businesses in atbentries, additional research is needed,
especially to understand how a receiving countryseectively attracts migrant entrepreneurs
willing to establish Inclusive Businesses withoigtarting the internal market (Newland and
Tanaka, 2010:23).
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4) a fourth conclusion stemming from this studthiat pro-development policies found
undoubtedly a new operating model engaging acikesultinationals and small/medium
enterprises, once excluded from the category olderelopment agents. On this point, the launch
of the Bottom of the Pyramid Theory finally unveilthat companies can positively concur to the
enhancement of prosperity in low-income communitieependently from its intrinsic private
nature. Indeed, being it a public or a profit-dn\etor, if the intervention in poor communities
respects the principles of innovativeness, co-sgasf the business proposition with beneficiaries
and the alignment with local needs, there will bsifive outcomes comparable with those
stemming from public institutions. This acknowledgrhconcurs to shed light on the many forms
of fruitful contributions that actors from the pita§ector may offer to policies enabling human
development outcomes, determining a de-facto nef@iof international assistance, less adverse

to the profit-driven sector.

Overall, the characteristics of the process olulsice Business diffusion are still not
completely clarified, regardless their importancégrms of market potential and for the community
of experts and practitioners applying and dissetimgdnclusive Business strategies. To further
clarify this point, orienting the research towatigls analysis of the two drivers (migrant networks
and cross-sectoral associations) would rejuvenateyrassumptions about the functioning and the
potentialities of BOP initiatives. Clearly, theeeto see if such a conceptual challenge will find a
BOP community, namely entrepreneurs, academicgresgractitioners, researchers, politicians
and intermediary actors, brave enough to embraertictical social and economic consequences

that such a process will bring about at nationdliaternational level.
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APPENDIX A: Information extracted from the UNDP Gro wing Inclusive

Business Database

United Nations Development Programme — Growing Inelsive Business Database - Source:

http://www.growinginclusivemarkets.org/

The UNDP Growing Inclusive Markets database is phd broader initiative flagged by the UNDP
aiming at advancing the knowledge about Inclusiveiriiess models. The case study collection
highlights portraits of successful businessesabgined positive social and profit impacts. The
actors of such inclusive ventures are primarilyrfrihe private sector, from social entrepreneurs to
local small and medium-sized enterprises, largeegtim companies and multinational
corporations. The UNDP initiative aims at represena web-based storehouse of empirical data
and information on low income markets, aiming avuting empirical knowledge to every actor
interested in such type of business models. The staslies bank counts almost 120 inclusive

business models from over 40 countries, reviewedaasessed by international experts.

For this study, the UNDP Growing Inclusive Markdttabase has been accessed in order to check
the presence and the functioning of two varialiles:geographical replication and the supporting
institutional environment. In this appendix, theeatudies of the UNDP database are reported after
selection and processing of information in ordeitltstrate their features.

The UNDP database, accessed from tHedf8viay 2013 onwards, was browsed selecting one

hundred and ten case studies, resulting from aaipitie following filters:

Document type: case-studies

* Countries: all

» Business Sector: all

e Theme: all

» Organizations: Cooperative, Developing Country MF¥Greign MNC, Foreign
Company/MNC, Large Domestic Company (all but Goweent Initiative, International
NGO and Non-profit (excluded International NGO)

* Role of the Poor: all

* Millennium Development Goal: all

» Language: all (English and Spanish)

» Constraints: all
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» Strategies: all

The filters were intentionally loose so to colldot biggest number of case studies for
drawing relevant conclusions. After the first rowfctase selection, a second scrutiny led to reduce
the number of case studies to ninety-six, givehgbane initiatives were classified in both
languages (English and Spanish) or they were ditiepeof documents already classified.
Concerning the type of data investigated, the @scoonsisted in a publication of ten to thirty page
(depending on the author) offering a rich desmipof the BOP business. They did not follow a
common lay out, nor pattern, to present the infagimnahence to detect the variables a customized
approach was required, depending on the way intwihie author presented the strengths and

weaknesses of the BOP venture.

In the following appendix every case-study willgresented organizing the relevant
information around three pillars: social, enviromta and economic impacts. The three categories
have been chosen to quickly highlight the reasdmer@by the given business pertains to the
Inclusive Business domain, and to specify to wiétr the positive outcomes of the business
venture contributed to enhance sustainable devedapim the low-income community. Since every
business initiative had its unique profile, an gffo harmonize the different aspects of the reiéva
business ventures was made so to make the desoriptire consistent and clear. The information
contained in the following tables are, thereforxspnal elaborations of the UNDP data collected in
the Growing Inclusive Markets database.
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Information extracted from United Nations Developmat Programme — Growing Inclusive

Business Database — http://www.growinginclusivemasis.org/

Edipack — Albania

Waste management

Social Impacts: inclusion of individual paper collectors
in the supply chain. Engagement of 120 small
suppliers, earning an average monthly income of 120
Euros. Employment and training of 75 mostly low-

skilled people.

Environmental Impacts: Organization of waste
collection, recycling paper and raising awareness
initiatives. The recycled paper production process is
done using 100% recycled water and other inputs
(starch and chemicals) that comply with European

Union standards.

Economic Impacts: Annual turnover of about 2
million USD. Production of up to 350 tons of

packaging materials per month.

Armenia — Tufenkian

Hotel and cultural heritage

Social Impacts: development of entrepreneurial skills
within the local populations (e.g horse riding
expeditions and hiking tours). Civic engagement of
local people in defending their labour rights. The
company hired 174 workers and currently employs
about 40% of the population of Tsapatagh and

Dzoraget villages.

Environmental Impacts: low environmental impacts
thanks to the solar collectors providing
approximately 20% of the Energy used by the hotel.

Installation of water-filtering stations.

Economic Impacts: Every month, Tufenkian Hotels
pay over 16,000 USD to their employees as salaries,
thereby contributing to the local economies. The
average salary paid to employees is in the range of

$120-$150 a month, while local teachers receive
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salaries of about $200 per month.

Gadim Guda — Azerbaijan

Artisanal crafts

Social Impacts: women empowerment through the
engagement of 80 people, covering different roles
within the factory, from the lowest positions to the

senior management.

Environmental Impacts: avoidance of using synthetic

colours.

Economic Impacts: By late 2007 the firm created 60
new jobs By 2008 the factory was producing 400
pieces a year, generating annual turnover of
USS$120,000. Gadim Guba boost sales to USS
23,810,853, In addition, the programme generated
an increase of 2,152,628 person days of employment

(both direct and indirect).

HBPS — Bangladesh

Social Business for Women

Social Impacts: Reduction of economic migration.
Women empowerment and improvement in their
quality of life. Rising awareness about social rights,

and civic engagement.

Environmental Impacts: use of 100% cotton fiber as
the main raw material processed and no waste
generation. Electricity collection for production

activities which take place during the day time.

Economic Impacts: HBPS has created employment
opportunities for about 3,500 rural poor women
artisans. In addition to this, 70 supervisors are also
working in these centers. HBPS is generating a profit
margin of 42% and it enjoys a huge market potential
as the world market for baby toys is as large as about

USS$4 billion a year.

Social Impacts: telemedicine is now on the agenda of
the government, thanks to the success of the pilot.

Reduced transportation costs for patients living in
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MTS — Bealarus
Affordable Health

remote areas. Training and capacity building in new
technologies for medical staffs living in small towns

and rural areas.

Environmental Impacts: lower travel related carbon
emissions since telemedicine reduced the need to
travel from rural areas to large cities. For instance, in
the pilot alone, the release of 3,240 kg of CO2 into
the atmosphere was prevented (estimated, from
December 2008 to October 2009) as 270 patients
who used telemedicine services did not have to

travel to the central hospital.

Economic Impacts: as the financial projections show,
there is already potential for economic return in

2010, projecting revenues of $11,834.

Industrijski Otpad Ltd — Bosnia Erzegovina

Waste management

Social Impacts: employment of 10 registered full-
time workers and five part-time workers, recruited
among the most vulnerable and socially excluded
categories like returned migrants, women, single
mothers, ex-addicts and ethnic minorities. Among
the part time workers there are many

representatives of the Roma ethnic minority.

Environmental Impacts: reduction of the adverse
affects on the environment and human health from

open waste.

Economic Impacts: boosting the local economy and
provided jobs and income to those living on the

socio-economic margins

Natura — Brazil

Cosmetics

Social Impacts: strong commitment to communities’
sustainable development. Rising the awareness and

social involvement of local institutions.

Environmental Impacts: creation of a community
development fund from a percentage of the revenue

generated from the raw material produced by each
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community. Substitution of the traditional slash and
burn agricultural practice of the Indians in the
Amazon with the planting in beds and using natural

fertilizers technique.

Economic Impacts: In 2005, more than 200 million
items were sold to 50 million consumers in over
5,000 Brazilian cities through direct sales. By the end
of 2005, it had 4,128 employees in Brazil and the

other countries in which it operates.

Sadia — Brazil

Food processing

Social Impacts: technical training on biodigesters, the
carbon sequestration process, energy production and
fertilizers production. Sadia’s technicians would be in
charge of communicating about the Program and its

benefits to the producers.

Environmental Impacts: With biodigesters, methane
emission is avoided. Gases captured from the
biodigester operation can also be used as energy,
thus reducing operating costs for producers. Also,
the byproduct from the fermentation process can be

used as crop fertilizer or as food for fish breeding.

Economic Impacts: The company has more than
40,000 employees and 12 industrial plants in Brazil
that together produce over 1.3 million tons of
protein-based products derived from chicken, turkey,
pork and beef. Its 2006 revenue totaled US$3.7

billion.

VCP - Brazil

Eucalyptus plantation

Social Impacts: workers had all rights guaranteed
and some extra facilities in the fields such as proper
working uniforms, transport to and from work,
training, health care, hot food and toilet facilities in
the fields. Additionally VCP established university
partnerships to monitor the impacts of eucalyptus

introduction in the region. Finally they chose local
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businesses for the purchase of local inputs, and hired
local people for activities ranging from management

to operations.

Environmental Impacts: to avoid dependence on
eucalyptus production and the disruption of the
traditional culture the Program established that 50
percent of the property should be kept with the
original crop. In the other 50 percent, the legal
minimum of 20 percent of the total area must be set
aside for preservation, as well as the permanent

protection of the surroundings of water bodies.

Economic Impacts: By the end of 2006, about 131
settled families had signed agreements with VCP to
join Poupanca Florestal, usually with five to ten ha
each, and a total planted area of approximately
874ha. The company relied on about 900 local

contractors.

L’Occitane — Burkina Faso

Cosmetics

Social Impacts: sourcing shea butter from producer
groups. Industial mentoring activities helping the set
up a soap factory to utilize jatropha curcas.
Empowerment of women working in the
cooperatives selling the same butter bought by
L’Occitane. Social development funds set up by the
cooperatives under the Fair Trade scheme. In 2011,
2% of the sales price went into this fund, which is

used to finance community development initiatives.

Environmental Impacts: studies are ongoing to test
the use of improved stoves in shea butter production
and ways to use shea residues as a combustible
material. Creation of 20 shea parks to protect shea
trees and trained their members in grafting
techniques. Option of sea transportation for getting

the shea butter to Europe rather than air transport.

Economic Impacts: L'Occitane estimates that the
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overall price it pays to source shea butter from
Burkina Faso is between 20 to 30% more expensive
than buying from Western industries. The
cooperatives generally buy the butter from the

women producers at around 75% of the sales price.

Shengchang Bioenergy S&T Co — China

Waste management

Social Impacts: extra income for local farmers
through selling agricultural waste to the company.
Reduction of fuel expenses if farmers switch from
their traditional burners to biofuel burners.
Additional households benefits derive from
improved indoor air quality and reduction of health

hazards previously due to cooking smoke.

Environmental Impacts: studies show that if the
company produces 30,000 tons of BPF in 2009, it
means that 24,000 tons of coal will be saved. In
addition, this pollution reduction will also reduce
acid rain. Moreover, energy consumption from fuel
transportation is reduced since coal mines are
usually situated very far away from the market while
BPF factories are usually set up very close to the AW

source.

Economic Impacts: reduction of fuel expense by CNY
600 per year.

Today, the company has developed an annual
production capacity of 25,000 tons of palletized BF,
and employs 180 people, including more than 30
professionals. Its revenue CNY 8.5 million (USS$1.25
million), with a CNY 1.8 million (~USS$260K) profit in
2008.

Social Impacts: rising income for local farmers, the
latter receiving USS85/m for the production of 120

m3 of lumber generated every five years.

Environmental Impacts: the amount of pollutant

145




Huatai Paper Co - China

Agriculture

discharge of Huatai decreased due to the relatively
low pollutant discharge from wood-pulp compared
to straw-pulp papermaking. Consequently there is

now extra available treatment capacity.

Economic Impacts: in 2000 Huatai raised funds of
US$130 million through an initial public offering
(IPO) on the Shanghai Stock Exchange. In 2006, the
sales of Huatai totaled US$470 million, with profits of
about USS58 million, 640 percent and 410 percent

more than those in 1999, respectively.

Yuli Tun Village — China

Hydropower

Social Impacts: a tap water supply system and a
drain system were constructed, radically improving
the village standard of living. The electricity service
allows households to use electric appliances and,
due to better lighting in the evening, kids have
better study conditions. The rate of receiving nine-
year compulsory education is above 90%, compared

to less than 50% 20 years ago.

Environmental Impacts: improvements in the indoor
air quality and reduction of the fossil fuel
consumption, contributing to environmental
protection. The small micro-hydro power does not
affect the geological balance of the territory and
there were little negative impact on local

biodiversity and balance of the nature.

Economic Impacts: rising urban migration of local
people looking for jobs in the cities after got to know
the lifestyles of urban communities. Very low costs

of energy compared to the extension of grid lines.

THTF - China

Social Impacts: distance training course with
“digital agriculture experts” without being
connected on to the internet. Three main topics:

Planting and Animal Husbandry Guidance Software,
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ICT

Long Distance Education, Skill Development

Software.

Environmental Impacts: no information available

Economic Impacts: THTF sold about 1,011 CF
computers by October 2006, at an average price of

3,101 RMB (about US$388).

AEIOUTU, Colombia

Primary education

Social Impacts: high quality educational standards for
poor pupils sharing the same educational system
than rich pupils. Higher literacy rates in the three

areas where the project was implemented.

Environmental Impacts: no information about that.

Economic Impacts: Free alphabetization programs
for poor pupils living in deprived areas of Bogota,

Santa Marta and Barranquilla.

CEMEX/Patrimonio Hoy — Mexico

Concrete production/social housing

Social Impacts: Affordable and high quality houses for

poor people living in low-income tiers.

Environmental Impacts: no information available.

Economic Impacts: after the first three years of work,
Patrimonio Hoy counted 36000 clients and more than
USS 10 million in credit. It relies on 49 cells in 23 cities
across 19 States in Mexico. The customer base grew

at 1500 to 1600 per month.

National Chocolate Company — Colombia

Agriculture

Social Impacts: in the absence of intermediaries,
farmers gain more and are able to save money for

education and housing needs.

Environmental Impacts: part of the higher premium

prize is reinvested in sustainable farming techniques.

Economic Impacts: Interventions within the program
interested 1000 acres, rising the income of 15000

chocolate farmers.
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Public Company of Medellin — Colombia

energy sector

Social Impacts: improved energy facilities for poor
people previously living with no energy provision.
Creation of an engaged institutional environment
involving the Public Work Agency, Government and

the Ministry of Mines and Energy.

Environmental Impacts: No information available.

Economic Impacts: the program resulted in
connecting to the energy grid 43.123 in a legal way,
within the Aburra Valley Municipality. Among them,

74% was previously disconnected.

Indupalma - Colombia

Agriculture

Social Impacts: engagement of more than 30
cooperatives, improving the conditions of 1300
families in the Magdalena Medio region. Such area
was affected by armed groups particularly violent
against the local population and farmers. Indupalma
ensured that the property of the land was respected,
which resulted in strengthening the confidence in the

palm oil business.

Environmental Impacts: Indupalma invests in the

protection of the local wild species and biodiversity

Economic Impacts: Indupalma is a palm oil industry
with 385 direct employee and 60 million dollar of

sales on 2008.

Juan Valdez Coffee — Colombia

Agriculture

Social Impacts: the NFC promotes the development
of producer communities, which are part of the
Coffee Shops’ value chain. Moreover, the NFC follows
the standards of the International Fair Trade
Association. The earnings for individual sales are
invested in improving the Colombian coffee regions
through the construction of roads, schools, health
centers, housing and the development of many social

investment programmes.

Environmental Impacts: The Coffee Shops support
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the commercialization of organic coffees that contain
no chemical traces and origin coffees that come from

a specific production region.

Economic Impacts: The sales for 2006, including
those in the United States, amounted to US$10.6
million, an 88 percent increase from 2005. The
accumulated income since the Coffee Shops opened

reached USS20 million.

Pavco-Colpozos — Colombia

irrigation systems

Social Impacts: access to technological solutions and
improved productivity resulting in higher income for
farmers. Knowledge transfer and assistance in
developing the business proposition on behalf of

Pavco-Colpozos.

Environmental Impacts: From the environmental
point of view, water irrigation systems reduce the
water consumption (95% less water to irrigate the
fields) and help rationalizing the use of fertilizers,

leading to a lower environmental impact.

Economic Impacts: The first project carried out by
COPLOZOS led to a 45% increase of productivity for
the beneficiaries, that went from 19 tons of
agricultural production without irrigation to 30 tons

after the technical improvements.

Enviaseo, SA, ESP — Colombia

Waste collection

Social Impacts: the program obtained that people
collecting waste were seen as crucial people ensuring
the environmental balance within the community
and avoided their stigmatization. Additionally the
program offered educational courses, nutritional
trainee and social integration program to the families

of people collecting the waste.

Environmental Impacts: the city environmental

impact decreased due to the lower volumes of waste
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dumped in the urban suburbs.

Economic Impacts: income for the companies
collecting the materials and then selling them to
other firms processing or integrating the discards

into their production chain.

Eco-farm Mavrovic — Croatia

Agriculture

Social Impacts: health improvements since
employees are less exposed to harmful chemicals.
Moreover, Eco Farm Mavrovi¢ developed pro-poor
policies, providing local farmers and its employees
with knowledge transfer and capacity building
opportunities in all phases of organic food
production. In 2009, Eco Centre Mavrovi¢ started a
new project to involve addicts in organic food

production.

Environmental Impacts: Eco Farm Mavrovi¢ uses
advanced agricultural practices such as crop rotation,
compost usage, weed chopping, crop substitution,
soil conservation and integrated pest management.
Eco Farm Mavrovic uses around 30% less fossil

energy and also produces less waste.

Economic Impacts: In general, expenses are lower
and the income is greater due to a price premium
(on average around 30%). Moreover, organic farmers
are less vulnerable to natural and economic risks
than conventional farmers because their systems are

more diversified.

Celtel — Congo

Telecommunication

Social Impacts: Communications in a country with no
access to the sea are crucial and influence
development, boosting growth and empowering the
poor. The latter enjoy of higher investments and
growth; cash injections; livelihoods; social capital;

jobs and training.

Environmental Impacts: no information available.
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Economic Impacts: Celtel has gained more than two
million customers in DRC’s 25 provinces. Celtel earns
more per customer in the Congo than it does in more
developed markets, in part because of the low
penetration of landlines (10,000 for a population of
54.8 million in 2002) and mobile phones (10,000

users) when Celtel entered the market.

P&G - PUR, Vietham

Water provision

Social Impacts: Using PUR sachets is helping reduce
diseases due to pathogenic bacteria, viruses and
parasites, especially with regards to children. This
results in higher productivity among workers and

better school attendance among children.

Environmental Impacts: no information available.

Economic Impacts: By the end of 2006, P&G had sold
57 million sachets, at cost, to humanitarian
organizations, in contrast to the mere three million

sachets sold during the commercial phase.

ADAPT - Egypt

Sustainable housing

Social Impacts: urban upgrading of informal housing
helped residents apply for formal property
registration, in certain informal areas designated by
the government. Community empowerment, for
instance delivering customized public spaces
(theatres built in one of the poorest informal areas in

Cairo).

Environmental Impacts: less use of pollutant
construction materials like cement and more use of
locally available resources in a sustainable way.
Efficient energy conservation thanks to the use of

local raw materials.

Economic Impacts: In Egypt, the company has built
over 10,000 affordable housing units. In Egypt over
100,000 people have been trained and aided. ADAPT

reported a gross revenue result of US$20 million in

151




2004.

GiroNil —Egypt

Access to credit

Social Impacts: simplification of access to financial
services for the entire Egyptian population,

particularly rural areas.

Environmental Impacts: no information available.

Economic Impacts: Today all 38 banks in the Egyptian

market are connected to the model.

KehirZaman - Egypt

Retailing sector

Social Impacts: modernization of retail trade,
employment opportunities, environmental
protection and business social responsibility.
Adoption of a gradual expansion strategy to prevent
the reaction of small local shops. The company is
contributing to the government’s strategy of

modernizing the food retail sector.

Environmental Impacts: transformation of 50% of its
shipping vehicles into using natural gas. Adoption of
modern environmental standards in waste
management, water treatment, and sound level

water and energy consumption.

Economic Impacts: In 2009, the total 58 stores of
Metro and Kheir Zaman had a volume of sales
exceeding US$250 million. Metro and Kheir Zaman

provide employment for a total of 5,500 employees.

Orascom — Egypt

Housing and construction

Social Impacts: a private foreign language school
was built and it operates with 120 students.
Orascom subsidizes the fees, which reach LE 4,000
(USS$740) a year per student. Eventually the number

of schools will reach 24.

Environmental Impacts: no information available.

Economic Impacts: considering the number of units
constructed and sold, a total of 12,000 units have

been constructed so far with 5,000 purchased.
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SEKEM - Egypt

Agriculture

Social Impacts: reinforcement of professional
education and promotion of eight hundred and fifty

employees’ skills and individual capabilities.

Environmental Impacts: promotion of pesticide-free
farming techniques in Egypt, development of

biodiversity and elimination of waste.

Economic Impacts: The overall financial performance
of Sekem’s companies has been very strong, with
revenues growing from US$10 million in 2000 to $19
million in 2005.

SIWA - Egypt

Ecoturism

Social Impacts: community empowerment through
the help in bringing the first bank to Siwa, craft
stores, a restaurant, as well as a cinema and library.
During Ramadan it established a space where it
served meals for the local community. The Siwa
Poverty Reduction & Enterprise Development Fund
was also established thanks to the funds of the

Canadian International Development Agency (CIDA).

Environmental Impacts: EQl worked with the Friends
of Siwa Association and the local authorities to raise
awareness of the importance of protecting the non-

renewable groundwater resources of the Oasis.

Economic Impacts: Currently, 75 Siwans are
employed in EQl’s Siwa enterprises and an additional
300 to 320 Siwans are supported by income-
generating opportunities such as the supply of raw
materials, production of furniture and handicrafts,
organic agriculture and traditional Siwan building

trades.

Social Impacts: entering the financial net via the rural
banking program, Fiji communities are now not only

saving but also borrowing to make small investments.
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Fiji ANZ — Fiji Islands

Bank services

Environmental Impacts: no information available

Economic Impacts: Since its launch in October 2004
until March 2008, the program has a total deposit
base of USS5 million and a total lending portfolio of
USS0.65 million. This was possible thanks to a
customer base of 62,257 people who were previously

unbanked rural Fijians.

TINEX — Macedonia

Social Inclusion

Social Impacts: thanks to Tinex media campaign the
government of Macedonia was pressed to provide
them with proper residential apartments. The
company collaborated with the State House offering

all foster children a jop within its stores.

Environmental Impacts: no information available

Economic Impacts: Since 2004 Tinex offered 40
foster children employment. In 2011 Tinex is the
leader in the retail market in FYR Macedonia with 40
medium to large supermarkets and over 1000

employees in 9 cities.

Begeli — Georgia

Agriculture

Social Impacts: Begeli was able to change the lives of
over 400 farmers by giving them income-generating

opportunities and by guaranteeing sales.

Environmental Impacts: farmers have turned to
organic farming and consumer preferences for
organic products have increased. This improved the

quality and output of land.

Economic Impacts: Begeli employs four people and

had a turnover of around $33,500 in 2008.

Esoko — Ghana

e-agriculture

Social Impacts: for the farmers benefits included
increased trade through access to markets, increased
business, information empowerment and improved

ability to negotiate and reduced risk.

Environmental Impacts: indirect benefits such as the
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reduced use of transportation in search of markets.

Economic Impacts: Currently, the Esoko platform has
registered over

14,000 contacts, 847,000 prices, 517 trade groups,
and 480 markets.

Integrated Tamale Fruit Company — Ghana

Agriculture

Social Impacts: sustainable income-generating
venture through organic mango production. The firm
is also supporting a Children To School Project (CTSP)
whose objective is to improve the infrastructure of

primary schools in the district.

Environmental Impacts: The ITFC enterprise
reinforces government re-forestation programs and
the organic production of the mangoes ensures that
the natural environment is protected for future

generations.

Economic Impacts: Compared to an estimated
average annual income of between US$250 and
$300, an outgrower will be earning about US$1,200
by the tenth year of operation, with the amount
increasing to about US$2,000 by the fifteenth year

and beyond.

Barclays micro banking — Ghana

Financial Sectors

Social Impacts: working within existing informal
institutions the micro banking systems provided
credit to the Susu collectors for on-lending to the
market women. This allows the petty traders to
access funds to invest in their businesses, diversifying

and increasing their sources of income.

Environmental Impacts: no information available

Economic Impacts: safeguard of small farmers
against extreme vulnerability, representing an
essential path out of poverty and hunger. A study on
other microfinance programmes in Ghana has

indicated that Freedom from Hunger’s clients had
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increased their incomes by $36 compared to $18 for

non-clients.

Toyola Stoves — Ghana,

Energy

Social Impacts: Toyola employs poor or even
extremely poor people, who normally would not
enter the job market. Moreover the firm pays them
USS4 a day - a salary which is double the minimum
wage of about USS 2 a day. Finally, avoiding the use
of charcoal the level of pollution and therefore the
level of exposure of household members to harmful

pollutants decreases.

Environmental Impacts: Toyola cooking stove
reduces emissions of carbon dioxide into the
atmosphere, which has adverse effects on global
warming. Moreover, the Toyola stoves save about
40% to 50% on the amount of charcoal used, reducing

the rate of deforestation and desertification in Ghana.

Economic Impacts: Toyola estimates start making
profits after year five. Already in year six, the
company should be making profits of about

USS$33,000.

Cashew production — Guinea

Agriculture

Social Impacts: improved incomes and livelihoods of
smallholder farmers (benefiting from the retain of
approximately 70% of the value of exported cashew).
Strengthening of farmers’ associations. Training of
1,600 farmers in cashew harvest, post-harvest,

handling and conditioning techniques.

Environmental Impacts: rehabilitation of 1,600 acres
of old cashew plantations. Supporting the planting of

cashews on 12,000 acres of new plantations.

Economic Impacts: according to economic
projections, if the entire Guinean cashew crop of
2006 were exported, its value would have been

USS$2.5 million. The equivalent quantity exported as

156




processed kernels would reach over US$4 million. At
least 40 percent of this increase in value would be
paid in labour and wages, positively impacting on

farmers’ livelihood.

Guyana Dermont — Guyana

Textile

Social Impacts: over US$250,000 are spent annually
on employees’ training. Denmor’s emphasis on
human rights and high labour standards improves the
productivity of the workforce and reinforces the
firm’s position in the eyes of international clients
who are increasing their attention on management
practices. Particularly important is the women
empowerment boosted by the firm’s policy of

favouring female employment.

Environmental Impacts: no information available

Economic Impacts: Since its establishment, in July
1997, Denmor has grown from 250 to over 1000
employees; 98 percent of whom are women from

impoverished rural communities.

New Tirupur Area Development Corporation

Limited — India, Water Supply

Social Impacts: significant fall in water borne
diseases; average health expenditure per family

fallen by 60% below median income families.

Environmental Impacts: ground water
contamination reversed, establishment of water
bodies, wasteland recovery of up to 200,000

hectares.

Economic Impacts: Prior to NTADCL there were
43,000 household connections. After the arrival of
the firm, the Tirupur municipality installed 8,000
new connections and has the capacity to add 17,000
more. In terms of employment, the firm contributed
to additional 200,000 jobs between firm and

satellite activities.
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Narayana Hrudayalaya — India

Health Assistance

Social Impacts: low costs for health assistance
ensured positive social impacts for poor people.
Most services were paid on the base of what they
could afford while the rest of their care was taken
care of by NH through its charity unit and donations
from wealthy patients. The hospital has subsidized
poor patients with approximately US$2.5 million,
whose beneficiaries were close to half of all the

patients that came to NH for treatment.

Environmental Impacts: no information available.

Economic Impacts: between 2001 and 2006,
monthly inpatients have multiplied by four, while
monthly outpatients have multiplied by more than
ten. NH turned in an impressive financial
performance: in the financial year that ended in
March 2005, the hospital turned in 20 percent
profits before provisioning for interest, depreciation

and taxes.

A little word — India

M-banking

Social Impacts: local employment and reduction of
migration on a small level. Access to funds carries the
social benefit of control over one’s own money.
Finally, over 16,000 women are employed as CSPs in
the ZMF delivery platform, which brought these
women a certain level of social recognition and status

in their villages.

Environmental Impacts: by switching to mobile-
phone enrolment, driving to villages has been
eliminated. The rural households save themselves the

cost of trips, savings on transport fuel.

Economic Impacts: currently present in 22 states,
with 22 bank agreements ZMF has over four million
enrolments. Between 2010 and 2011, revenue is
expected to rise to Rs. 3,600 million with

approximately 40 million customers.
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Vaatsalya Hospitals — India

Health Care

Social Impacts: Every Vaatsalya hospital has specialist
doctors who are full-time employees and are paid a
fixed salary and incentive. The long-term
relationships that doctors develop with the patients
are important for Vaatsalya to get the confidence of
the local community: they achieved this by creating
an environment of trust and care within the

hospitals.

Environmental Impacts: no information available.

Economic Impacts: at a steady state, with a capacity
utilization of 80%, Vaatsalya hospitals earn annual
revenues of INR 25 million (US$549,000).

In its past four and a half years of operation,
Vaatsalya has setup nine hospitals across nine
districts in the state of Karnataka, managed 450 beds
and has and treated close to 175,000 patients. Future
projections aim at setup 50 more hospitals across
several Indian states, reachin out to more than a
million patients a year. This would indirectly benefit
4-5 million of the Indian population living in semi-

urban and rural areas.

Lafarge — Indonesia

Construction

Social Impacts: Lafarge launched a programme to
rebuild 500 homes, four schools, and seven mosques
in Lamkruet, a village close to the factory. Working
with the Ministry for Labour’s training institution,
vocational training modules were carried out to help

people developing practical new skills.

Environmental Impacts: no information available.

Economic Impacts: after four to five weeks of free
training workers were quickly hired by local
companies, NGOs or public agencies. Trained
workers were paid up to Rp 40,000 per day (about

USS3, considered above average in the area).
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PPTK — Indonesia

Biofuel/Biomass

Social Impacts: the company claims that people in
villages where PPKT’s developed community groups
tend to have more livestock and own motorcycles
and colour televisions compared to villages with no

PPKT-organized community group.

Environmental Impacts: no information available

Economic Impacts: the company currently employs
15 full time staff and has ongoing partnerships with
about 140 community groups thus benefiting about
14,000 people living in rural areas around
Indonesia. In addition, the company has business
relationships with about 17 companies in and
around Yogyakarta that supply it with various

goods.

Rajawali’s Express — Indonesia

Transportations

Social Impacts: increased income for the drivers,
with an average net income of US$7.65 per day
which means a marked improvement of their
quality of life. Employment for over 4,000 drivers-
mostly from poor urban communities- in major
Indonesian cities. Training courses providing
supplemental education for the drivers. The
company’s business model provides the drivers with
access to capital, access to markets and skills
training. The partnership has also provided a sense
of pride to the drivers now regarded as business

partners of the company.

Environmental Impacts: no information available

Economic Impacts: In 1989, Rajawali Corporation
established PT Express Transindo Utama as a
subsidiary that operates and manages Express Taxi.
By 2006 it was the country’s second largest taxi
operator, with a fleet of 2,257 taxicabs and

employing around 4,000 drivers, with a franchise
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capacity of up to 3,000 taxicabs.

Social Impacts: at the Padamaran Plantation, Toarco
employs 53 (including three female) permanent staff
Toarco — Indonesia members and 900 temporary workers during harvest
Agriculture seasons. For permanent staff, Toarco provides loans
for school, marriage, birth, emergency and natural
disasters. They are free of interest and must be paid
back within 10 months. Toarco also gives grants for
employees marriage and child birth. Long time
employees receive commendation from Toarco. For
temporary workers who pick cherries exceeding the
target amount, a bonus is paid in addition to the
basic daily wage. For adding value, the Padamaran
plantation got certifications from two large
organizations: the Good Inside in 2007 and the
Rainforest Alliance in 2009. With the certifications,

Toarco can sell coffee at premium prices.

Environmental Impacts: they reached a way of
planting coffees with 40 species of indigenous trees
for shading and retaining water. Preservation of the
environment and biodiversity creates social and

economic value for the company.

Economic Impacts: Gross sales in FY2009 were
50,328 million yen (629 million USD). Key Coffee
ranks second in the regular coffee business in Japan
with 16 percent of sales share. Though it does not
export roasted coffee from Japan, it developed a
new brand of canned coffee for growing Asian

consumers in 2008.

Social Impacts: the production in the village has
Kandelous — Iran also created more than 200 direct and several
Agriculture/tourism/Consumer Products indirect jobs. Preserving the cultural heritage of the

region, the company contributed to raise the
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awareness of locals in respecting more their
traditions and customs. Now, several cultural
festivals take place in the region where people
show up with local clothing and sing local songs.
The company published 22 books and 15 CDs based
on local folklore literature and music. A high
fraction of the company’s employees (close to 60%)
are female workers who work at the farms,

processing unit, restaurant, shops and hotel.

Environmental Impacts: plantation of 250 new
species of plant life, introducing natural products to
the urban consumers. Kandelous Group has
additionally planted in a large area of uncultivated
lands and therefore has contributed to expanding

the green coverage of local spaces.

Economic Impacts: The annual sale of the company
in the recent years has been around US$12 to 15
million. As an indirect effect, the vast wholesale and
distribution network of the company has generated
further demand for more than 2,400 local drug
stores and specialized herbal medical stores. By
promoting the image of the village other businesses
such as fish planting and hotel services have been

attracted.

Saraman —Iran

Housing and Construction

Social Impacts: raising the awareness of the need to
change from unsafe constructions to new design and
architecture that look different from buildings done

in the past but are safer.

Environmental Impacts: use of locally available
adobe. Adobe is cheap or free in rural areas and also
has the advantage of being processed by sun-drying
only with no extra energy requirement. This is more
environmentally friendly since there is no need of

polluting cement factories, no expensive machines
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on site and no fuel consuming equipment.

Economic Impacts: Job creation within the company
was the most direct and visible economic result of
Saraman. Currently, the company has 12 permanent
employees in its office and more than 65 workers in
different fabrication and implementation sites. The
second year revenue, with about 100% increase from
the year before, was about 3.2 million Euros (US$3.9

million ).

Ecotact — Kenya

Sanitation

Social Impacts: diffusion of a new standard of
hygiene in targeted communities, reducing urban
pollution from human waste. Generation of
employment opportunities and increased

accessibility of sanitation services among urban poor.

Environmental Impacts: reducing the amount of raw
sewage that pollutes the Nairobi River, Ecotact
decreased exposure to waterborne diseases. Further,
Ecotact has improved the urban landscape for low-
income communities through environmentally

responsible projects in sanitation and housing.

Economic Impacts: employment for 260 people and
opportunities for micro-business (kiosk establishment
and shoe shine vendors) were business-related
improvements stemming from the activities of
Ecotact. Additionally, all Ikotoilets have a small shop

owned by traders.

KACE — Kenya,
Agriculture/ICT

Social Impacts: women empowerment due to
female employment in agricultural based activities.
Creation of indirect satellite business activities such

as markets for small-scale farmers.

Environmental Impacts: poor farmers, when obtain
fair prices and make a reasonable living out of rural

activities, become interested in sustainability and
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thus actively participate in protecting the

environment.

Economic Impacts: KACE reaches 1 million farmers a
day through radio, SMS or direct contact. In addition
to this, an estimated 250,000 small-scale traders in
agricultural commodities access their services on a

daily basis.

K-REP Bank — Kenya

Microfinance

Social Impacts: Clients are introduced to the banking
system and their productive activity is integrated
into the formal financial system. K-REP Bank involves
clients in making major decisions, builds capacity in
community based financial structures and delivers
financial services to low-income groups. Rural
community banks were established in remote rural
villages. The loans are mostly used for small and
micro-business activity, household development,

education and healthcare.

Environmental Impacts: no information available.

Economic Impacts: K-REP Bank has directly or
indirectly provided credit for 1.5% of Kenya’s
900,000 micro-enterprises. K-REP Bank currently
serves 69,000 active borrowers and 23,000 savers
with its asset base of over USS50 million. These are

people usually considered not bankable.

MPESA - Kenya

ICT and Financial Services

Social Impacts: women have equal opportunity for
accessing money transfer as well as men.
Enhancement of entrepreneurial activity in the low-
end of the market through the incorporation into

micro-finance institutions.

Environmental Impacts: no information available.

Economic Impacts: In October 2005, MPESA trials
were successfully launched in Kenya, featuring eight

Safaricom dealer shops and 450 Faulu Kenya clients
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and concluded in May 2006.

CBT — Kyrgyztan

Eco-Tourism

Social Impacts: during the 2008 tourist season, CBT
groups generated 412 direct jobs with an average
salary about 40 USD per month. Locals enjoyed
indirect benefits from tourism such as improved
infrastructure, environmental awareness, and

cultural preservation.

Environmental Impacts: an Ecological Code was
developed as a set of guidelines for CBT members
and the community in general. It encompassed
ecological and cultural conservation principles. This
was included as an integral part of any cooperation
agreements that the firm signs with other partners,
so that serving as a guarantee of the environmental

sustainability of the CBT model.

Economic Impacts: The total number of tourists
using CBT services in 2008 was 9,260, a 13 fold
increase from 2000 (718 tourists). The total turnover
increased from 7,983 USD in 2000 to 250,554 USD in
2008. These numbers indicate the growing popularity

of CBT in Kyrgyzstan.

Fair Trade Cotton — Mali

Agriculture

Social Impacts: increased income by poor cotton
farmers and protection from vulnerability to price
fluctuations and depressed prices. Additionally,
women are encouraged to be involved in the

management of producers’ cooperatives.

Environmental Impacts: The fair trade certification
standards aim at raising crops profitably without
harming the environment. Producers are required to
demonstrate diligence in selecting appropriate non-
harmful chemicals or biological pesticides. Such
criteria certify the presence of organic productions

whose characteristics are superior to those of

165




mainstream cotton, without affecting the natural

ecosystem.

Economic Impacts: sales in fair trade at the last
harvest generated a global revenue of about 4.2
million euros in the West and Central African regions
with an estimated 520,000 euros as premiums to

collective projects.

Tiviski Dairy — Mauritania

Dairy Industry

Social Impacts: health improvements of the urban
population of Mauritania. Lower risks of transmitting

diseases such as salmonella and tuberculosis.

Environmental Impacts: allowing pastoralists to
maintain a nomadic lifestyle contributes to better

desert ecosystem management.

Economic Impacts: poor and nomadic people can
earn a living from previously non-productive
livestock. The firm contributed to rise capital

investments in the industry.

Amanco — Mexico

Agriculture

Social Impacts: awareness and more internal

organization and coordination of small farmers.

Environmental Impacts: different percentages of
water savings, depending on the irrigation system
used, with a maximum of 60 percent. The new

irrigation systems helped to halt land erosion.

Economic Impacts: productivity for Amanco
customers had increased up to 22 percent, related
labour costs had dropped 33 percent and water
efficiencies that allowed extending the irrigated land
by 50 percent with the same supply were achieved.
Amanco irrigation systems allowed for continuous

production for eight to ten months per year.

Social Impacts: improved quality of housing

conditions, increased safety and durability due to
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Construmex — Mexico

Remote Housing Investments

better design and planning. Better housing results in
higher self-esteem and national pride for migrants

and their relatives.

Environmental Impacts: no information available

Economic Impacts: By the end of 2006, more than
67,000 migrants had contacted Construmex, and
over 18,000 orders had been placed for the delivery
of construction materials. From 2002 to 2006,
Construmex generated USS$S12.2 million from

construction materials’ sales.

PETSTAR — Mexico
Waste

Social Impacts: creation of Centers of Community
Education and after-school childcare facilities for
scavengers’ children. The objective is to target
children under 6-8 years old, since older children
prefer earning a living by working as scavengers

rather than attending school.

Environmental Impacts: as any recycling business,
PETSTAR directly contributes to the protection of the
environment. In addition, PETSTAR is preparing an
environmental and social impact assessment of the
project that will focus on the potentially negative
impacts in its area of influence, identifying any
relevant prevention and mitigation measures.
Together with ECOCE and in partnership with schools,
PETSTAR will also engage in a program for children
through which each kilogram of PET recycled by the
children at school will be rewarded with an “eco-

point”.

Economic Impacts: From a commercial point of view,
PETSTAR has already secured sales contracts with

DANONE and PEPSI.

Social Impacts: increase in the number of local

businesses, with positive impacts on almost 300
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Rural Finance Corporation — Moldova

Microfinance

people from the village, that otherwise would be
recipients of unemployment compensation from the

state.

Environmental Impacts: electronic transfer of
money among villages thus reducing the fuel
consumption and CO2 emission related to long

distances travelled by car.

Economic Impacts: RFC’s own capital increased from
62,000 USD ten years ago to about 7 million USD in
2008, while its loan assets increased during the same
period from 340,000 USD to almost 38 million USD.
Its net profits increased from 60,000 USD in 1998 to
1.9 million USD in 2008. After almost 12 years of
operation, RFC is the Moldovan microfinance market
leader on loans disbursed with 25% of the market
share and accounts for almost 29 % of the industry

profits.

LYDEC - Morocco

Energy, Water and Sanitation

Social Impacts: connection of more than 65,000
households and increased number of people to
electricity grids and water by more than 20 percent.
Since 2004, LYDEC provides light to Casablanca’s
streets lighting benefiting tens of thousands of poor
households. Creation of job opportunities for around

600 people providing street network setup.

Environmental Impacts: LYDEC's specific project
regarding water losses saved an annual volume of
over 24 million cubic meters of water between 1998

and 2002.

Economic Impacts: legal access to electricity to more
than 30,000 households in 120 shanty towns in
Casablanca. Since 1997, LYDEC has succeeded in
increasing the percentage of people utilizing

electricity and water services by 20 percent.
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Social Impacts: 24,800 rural households totaling
170,000 individuals were given access to solar
electricity. This improved access to information
through TV and radio sets, better access to education
Temasol — Morocco for children (particularly for girls), productivity

Solar Power improvement, improvement of communication

through cell phones, etc.

Environmental Impacts: decreased reliance on the
use of fossil fuels, candles, coal, oil lamps, and car
batteries for lighting, heating, cooking, etc. Recycling
of used batteries collected from customers by a

professional supplier.

Economic Impacts: The percentage of people
connected either to the national grid or to other
sources of energy rocketed from 22% in 1996 to 93%
in 2007 and to 95.4% in 2008. Overall, 106,200

customers were connected between 2002 and 2008.

Social Impacts: increased availability and reliability
of stocks of medicine, impacting the immunization
programme and benefiting maternal and child
health. The goals of the project align with the

VidaGas — Mozambique Ministry of Health’s objectives.

Health and Energy Environmental Impacts: production of less
environmental pollution. There is less carbon
dioxide, carbon monoxide, nitrous oxide,
hydrocarbons and particulates since LPG vehicles
emit about 20 percent less CO2 when compared to

petrol).

Economic Impacts: VidaGas has worked with 88
health clinics in northern Mozambique, serving 1.5
million people with a recent expansion to 163
additional clinics in the neighboring province of
Nampula (bringing the total population served to

upwards of 4.5 million).
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Olam - Nigeria

Agriculture and consumer products

Social Impacts: investments on local farmers through
training to enhance farmers’ knowledge of managing
their farms; development of out growers schemes;
supply of inputs to farmers at the right time when
these inputs are needed; provision of access to
critical inputs and provided extension and

transparent product pricing.

Environmental Impacts: promotion of sustainable
forestry management practices in West Africa.
Knowledge diffusion about the correct mix of
fertilizer and pesticide that should be used for

conserving the natural resource base.

Economic Impacts: In 2008 alone, Olam International
made a total net profit of about US$167.7 million. Its
rapid growth is also attested to by the rapid
expansion from one country to 60 countries, and

from one single product to 17 products.

Pot-in-Pot — Nigeria

Agriculture and consumer products:

Social Impacts: beneficiaries of pot-in-pot stoves,
particularly women, used it to prepare local food
stuffs, soft drinks and water for domestic uses.
Income creation targeting the skilful but largely

unemployed labour market of pot makers in Jigawa.

Environmental Impacts: avoidance of deforestation
since the wood used is plant residue already dry.
Concerning clay, they use the abundant amount of it
available without exploiting local soil or damaging

the environment.

Economic Impacts: production of between 15 and 20
pots a day. The pots sold for between US$2 (N300)
for the smaller pot-in-pot and USS4 (N600) for the
bigger version. As of 2005, the inventor had
delivered over 90,000 pots and production has

continued to increase.
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Tetra Pack — Nigeria

Food and Beverage

Social Impacts: increase in school attendance,
improved levels of micronutrient and vitamin
deficiency, energy, growth, and cognitive skills
among children. Increases in female enrolments, full
school-day attendance, and timely return from
vacation breaks, and parental enforcement on school

attendance; whilst absenteeism reduced.

Environmental Impacts: in Nigeria research activity
has commenced to identify possible partners that will

help in the recycling efforts.

Economic Impacts: whilst selling FfD cartons at cost,
there were no direct economic benefits for Tetra Pak.
However, the inherent brand value gained from the

distribution of packages served as a possible proxy.

CoCo Technologies — Philippines

Agriculture

Social Impacts: community involvement in every
step of the business process. Income generation for
families involved in fiber processing. Capacity-
building of individuals, families and local enterprises
ensuring a robust and dynamic supply chain. By
2006, more than 8,000 families were involved in the

Philippine coconut fibre industry.

Environmental Impacts: soil controlling effects from
installing coconets on the hillsides and mountains
once interested by soil erosion. Notably, the most
important thing is that land and soil have been
rejuvenated and will be in better condition than

before the disaster.

Economic Impacts: in 2006 CocoTech became a
medium-sized enterprise of 25 employees with
revenues exceeding $300,000 and more than 6,000
families involved in the manufacture of CocoTech

products.
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Danone Poland — Poland

Nutrition

Social Impacts: The initiative had a significant impact,
both in Polish society (raising awareness of the scope
of the problem) and for Danone as a company as it
strove to provide practical and sustainable solutions

to real social issues.

Environmental Impacts: no information available

Economic Impacts: The launch of Milk Start in Poland
was in the middle of September 2006 after market
tests in the summer. By the end of 2006, Milk Start
reached sales of almost 1.7 million sachets. According
to company’s sources, about seven percent of the
target group bought the product, which represents
almost 33,000 households with children under the

age of 15.

PEC Luban — Poland

Energy

Social Impacts: the direct employment impact of
harvesting straw with tractors and machinery is
estimated to be 350 jobs per TWh, particularly
involving unskilled man force. The company
participated in different initiatives on environmental
education for students, academics and professionals
from the heating industry. Managers from PEC Luban,
together with representatives of “Polish Heating”
Chamber of Commerce, organized several
conferences on bioenergy, with a total participation

of 500 people.

Environmental Impacts: lower volumes of coal used

in the heating system by about 2,500 tons per year.

Economic Impacts: It is estimated that about 40
percent of inhabitants have their own heating system,

so PEC Luban is serving 60 percent of the city.

Social Impacts: School children now benefit from the
instillation of internet-connected, multimedia

computer facilities at school. DTC Tyczyn itself employs
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DTC Tyczyn - Poland
ICT

55 people, most of whom (49) are from Tyczyn.

Environmental Impacts: no information available

Economic Impacts: the number of subscribers rose
from 1,200 in 1992 to 9,600 at the end of June 2003
and to 10,000 in 2005. DTC Tyczyn now provides
telecommunications services to more than 85 percent
of all households in the region and to about 70 public
sector institutions including schools, mayors’ offices,
police stations, churches and sports clubs. In addition,

DCT Tyczyn serves about 450 private businesses.

Forus Bank — Russia

Financial Services

Social Impacts: poverty reduction through the
provision of small loans and savings facilities to those
people that in Russia are excluded from commercial
financial services. Financial inclusion contributed to

improve poor’s livelihood.

Environmental Impacts: no information available

Economic Impacts: From 2000 to 2005, FORA
disbursed over 115,000 loans with a total value of
USS$132 million. In this period, about 25,000 jobs in
total were created and over 190,000 supported. In
2005, 5,995 jobs were created and 34,146 jobs were
sustained. By the end of 2005, FORA had a portfolio
of over US$27 million and a capital base of over
USS13 million. At the end of 2006, FORUS had 328
employees and 41 offices in 28 regions in Russia with

net income over USS$1.7 million.

Adina for Life — South Africa

Food and Beverage

Social Impacts: income generation and women
empowerment for 527 members of QABCOO
community, largely women, cultivating hibiscus
flowers. Since the advent of Adina, women involved
with QABCOO have a seasonal average wage of
USS$100 to USS$200 for each harvest. Through the

engagement of Adina and its partners, farmers have
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also acquired the capacity to apply modern organic
farming techniques and thus contribute to sustainable

development.

Environmental Impacts: Adina for Life used certified
organic hibiscus blossoms from the Quality Biological
Agriculture Cooperative (QABCOO) located at

Latmingue in Senegal as ingredients in its drinks.

Economic Impacts: Adina currently has 25 employees

and annual revenues of over USS3 million.

Chaka Group an Money Express — Senegal

Financial Services and ICT

Social Impacts: poor people in the West African
region have been able to benefit from the revenues
of their immigrant family members overseas.
Additionally, the Foundation Money Express was

launched finance education and health projects.

Environmental Impacts: no information available

Economic Impacts: In 2006, Money Express handled
191,584 transactions equalling 25 billion CFA (US$50
million) within the African continent and nine billion
CFA (USS$18 million) with parties outside of Africa (i.e.

Europe, the United States, etc).

VEV - Senegal
Water/wind

Social Impacts: wind-powered water pumps
contributed to rise the income from growing gardens
or improve health and time saved from decreased
water transportation. This was particularly true for
women that are responsible for water provision
within villages. Access to water additionally generated
increased level of hygiene and decreased illness

according to villagers.
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Environmental Impacts: the pumps displace the use
of diesel generators and eliminate carbon dioxide
emissions (CO2) and other pollutants (including noise

pollution) that are associated with this energy source.

Economic Impacts: VEV has created jobs for ten
people and pays a total of US$2,000 per month in
salaries. This means an estimated US$200 salary a
month for each employee, which is an average salary

of a qualified technician in the sub-region

Temerin Telecottage — Serbia

ICT

Social Impacts: raising the knowledge about the use
of computers and the internet effectively.
Additionally, Telecottage developed innovative ways
to help children afford the fees, allowing many to

become regular members.

Environmental Impacts: the initiative allows
disadvantaged children to pay for the use of its
services in exchange for reusable or recyclable
materials (paper, iron, bottles, etc.). The immediate
environmental impact is not considerable, however, it
instils among children a sense of environmental

responsibility.

Economic Impacts: Telecottage has 15,000 customers
per year, an annual revenue of €15,000 and two full-
time employees. The firm, hence, is a social

enterprise with a sustainable business model.

Amanz’Abantu — South Africa

Water and Sanitation

Social Impacts: increased access to a sustainable
supply of purified, clean water in contexts where it
was never been available. This improved health,
hygiene and sanitation. Additionally, time was saved
for rural women who no longer spent hours fetching
water from the nearest river or stream. Professional
training was given to those people involved in the

management of the water devices (e.g. plumbing,
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building, construction and project planning). Notably,
fifty percent of those trained in building,

management and construction are women.

Environmental Impacts: no information available.

Economic Impacts: by 2006, Amanz’ abantu had a
staff of 30, and relationships with 400 contractors.
Amanz’ abantu serves as a consultant to particular
water and sanitation projects most of their time,
while serving as a contractor represents the smaller

part of their work.

Aspen Pharmacare - South Africa

Health

Social Impacts: the activities of Aspen Pharmacare
contributes to guarantee human right, particularly
health assistance and treatments to needy people.
More precisely, the voluntary license agreements
contain, as a rule, zero to five percent royalty charges,
backward technology transfers and assistance with
respect to both the manufacture and the distribution
of the pharmaceutical. At the same time, the
voluntary license eliminates the grey markets in drugs
that inevitably occur when purchasers of brand name
pharmaceuticals in developing countries resell the

product in low-income markets.

Environmental Impacts: no information available

Economic Impacts: Growing at an average rate of 40
percent per year, the company quickly established
itself as a leading South African drug company. In
August 2005, the Aspen Group announced annual
revenues of 2.9 billion rands (US$467 million) and net
profits of 494 million rands (US$75 million). Currently,
Aspen Pharmacare is in the position to supply South
Africa’s national anti-retroviral treatment
programme, covering approximately 60 percent of its

needs.
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Edu-Loan — South Africa

Financial Services

Social Impacts: education and professional training
for people learning to become qualified teachers,
policemen, nurses or correctional services officers.
EdulLoan are particularly targeting poor people that
need to upgrade their skills to earn more money and
escape the poverty trap, consequently, access to
credit for such clients is a possibility to improve their

livelihood and a driver to social mobility.

Environmental Impacts: no information available.

Economic Impacts: since its inception in 1996, Edu-
Loan has financed close to 400,000 students with
loans totalling more than US$140 million. The loan
portfolio has grown beyond expectation. In 2002,
Edu-Loan aimed to grant about US$20.5 million (ZAR
170 million) in loans by 2006; it nearly reached the
target by 2003. Edu-Loan intends to reach 100,000
loans granted by 2010.

RMB & Nedbank — South Africa

Financial Services:

Social Impacts: improvements in access to water,
sanitation and energy; reduction of informal
structures; increases in social mobility due to home
ownership; wealth creation since households can
constitute their own patrimony progressively owning

their home.

Environmental Impacts: no information available

Economic Impacts: no information available

Moladi — South Africa

Housing and construction

Social Impacts: ensuring poor people with a sense of
self-worth, dignity and hope for a better future
resulting from secure credit access and financial

services tailored on their needs.

Environmental Impacts: Moladi uses low-energy
materials such as sand, gravel and cement. The
plastic formwork is also recycled after its initial use

into consumables (reinforced spacers, drip line
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formers, toilet seats, water cisterns, and other types

of house fittings).

Economic Impacts: The construction of each unit
mobilizes 40 labourers for two hours on the building
site allocated to filling the mould. Overall, the single
most crucial and lasting economic impact of low-cost

housing is to provide asset ownership for the poor.

Mondi Recycling — South Africa

Waste Management

Social Impacts: increased incomes for hundreds of
people, ultimately increasing the opportunities for
people to send their children to schools, and higher

education.

Environmental Impacts: Mondi estimations argue
that for every ton of paper recycled, 17 trees are
saved and can be put to other uses. This has climate-
related benefits as trees are carbon lockers.
Additionally, preventing the arrival of paper to
landfills, the methane released by such disposal is

avoided.

Economic Impacts: in 2009, Mondi paid a total of R
45 million in fees to the 42 ownerdriver businesses,
for a total volume of recovered paper of 160,000
tons. The company’s total annual turnover is R 45
million (USS6 million in December 2009). The direct
number of jobs created is ca. 250. The total volume

of paper recovered is 160,000 tons.

Tedcor — South Africa

Waste Management

Social Impacts: approximately 80% of revenues are
invested back in each community thanks to salaries
of the community contractors and workers, monthly
expenses, vehicle consumables purchased from
within the municipality and a number of social
projects. All these activities result in the

empowerment of local community contractors.

Environmental Impacts: removing the waste to a
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local public municipal landfill has a significant
positive impact on the neighborhood environment.
Considering the waste as a source of recycled
materials in also aligned with the National
Department of Environmental Affairs’ National

Waste Management Strategy.

Economic Impacts: The economic results include a
turnover of over R80 million (US$10.67 million), and
full time employment for 32 employees at the
Bryanston Head Office and different depots. At
community-level the economic results include the
monthly drawings of approximately R7,000
(USS933), as well as capital accumulation based on

the performance of their enterprise.

Social Impacts: social inclusion of blacksmiths
within their communities. Some of the current
generation of blacksmiths is among the first who
are able to afford to send their children to

Practical Action — Sudan secondary schools and universities.

Artisanal Goods Environmental Impacts: recycling and reusing of
salvaged steel (car parts, steel barrels, and other
metals). The metal is transformed into tools used
for improving agricultural production and yields, or
maintaining cultural tools (i.e. traditional knives).
Such activities are positively linked with food
security, avoided deforestation and negative
environmental impacts of burning charcoal and
transporting truckloads of metal and charcoal to El-

Fashir.

Economic Impacts: For these members, a minimum
average annual income is estimated to be between
1,000 and 1,500 SDG, or between US$450 and
USS675.
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Tojiksodirotbonk (TSB) — Tajikistan

Microcredit

Social Impacts: more than 150 small family farms
have received loans covering a total of 4,200
hectares of land allocated for cotton production.
Out of 8,400 employees, 70 percent are female.
With the loans farmers are now able to more
efficiently invest in purchasing seeds, fertilizers,
pesticides and pay their workers on time. This
contributed to increased yields and better

livelihoods for field workers.

Environmental Impacts: no information available

Economic Impacts: between March 2007 and
December 2009, 206 loans were granted. The total
value of loans disbursed by TSB is estimated at
more than USS 4.2 million. As a result, TSB has
developed and accumulated a nation-wide cotton

loan portfolio of over USS 10 million.

AtoZ — Tanzania

Health

Social Impacts: decrease of the incidence of severe
malaria by 45 percent, premature births by 42
percent and all-cause child mortality by 17 to 63
percent. In August 2004, the American Journal of
Tropical Medicine and Hygiene suggested that
pyrethroid-treated nets (like A to Z’s nets) are as
effective for malaria control as house spraying with

DDT.

Environmental Impacts: no information available

Economic Impacts: Production of the LLINs has
already created over 3,200 new direct jobs, of
which 90 percent are filled by women earning 20 to
30 percent more than employees of traditional ITN
makers. The increased income offers opportunities
for better housing, better quality education for
children, improved access to healthcare and higher

standards of living.
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Mt. Plaisir Estate — Trinidad and Tobago

Ecotourism

Social Impacts: rising employment and community
empowerment were the main impacts occurred
within a community usually devoted to agriculture.
Moreover, being the hotel not only a workplace for
the people involved in the receptive activities, but
also a market for local craftsmen, people from the
community managed to display their work

obtaining visibility .

Environmental Impacts: from March to August the
hotel burns no bright lights in the night time, since
it would disturb the turtles when they beach for
nesting. The hotel adopts ecological practices such
as collecting biodegradable kitchen waste for
composting. This compost is then used on the hotel
farm, which grows much of the fruits, vegetables

and livestock for the guests.

Economic Impacts: in 2006 the hotel employed 20
people from the village on a fulltime basis (17
females and three males). The opportunities
created through tourism have also encouraged
people from neighboring villages to come to Grande

Riviere in search of employment.

Hey Textile manufactures — Turkey

Textiles

Social Impacts: The company hired 400 workers in
Cerkes and 350 in Hacibektas. This had a large
impact on local communities. Hey Textile’s
investments in Anatolia have particularly improved
the socio-economic prospects of local women since
approximately two thirds of the workers in the
Hacibektas plant, and half of the workers in the
Cerkes facility, are women. The Hacibektas factory
employs roughly 200 women and the Cerkes facility

about 300 women.

Environmental Impacts: no information available

Economic Impacts: Hey Textile has an annual profit
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of USS 500 million dollars, employs approximately
4,000 workers and sells clothes around the world. In
the clothing industry, the company is currently in
the top 20 in terms of employment, and in the top

50 in terms of export volume in Turkey.

Training and Production Facility n. 1 -
Turkmenistan

Manufacturing

Social Impacts: employment for 167 hearing-
impaired people, providing livelihoods for them and
their families. Since 2006, the PTF’s vocational
training also provided 55 hearing-impaired people
with new skills and increased self-esteem, which
allowed 40 of the disabled graduates to seek
employment or become self-employed in
mainstream society. A support team of 2 local
experts was established by the PTF that provided
post-training vocational counseling for those 40

disabled people.

Environmental Impacts: no information available

Economic Impacts: besides approximately 150
workers, it employs a Director and Deputy Director, 3
accountants, an economist, a chief engineer and 5
maintenance technicians. It also employs five expert
trainers/supervisors for sewing and the use of the
sewing machinery. The production capacity
expanded through its partnership with the UNDP and
EU. After the investments, the average revenue has
increased up to 120,000 Manats (USS 42,000) per

quarter.

APWO - Uganda

Water

Social Impacts: easy access to clean water, which
allowed many Ugandans to spend their time in ways
other than collecting and purifying water. Particularly,
improvements occurred for female children that can
now concentrate on their schooling, while their

mothers have been released from spending several
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hours a day fetching water. Furthermore, decreased
incidence of infectious diseases resulted from
improved access to clean water. This meant lower

medical costs and increased productivity.

Environmental Impacts: no information available

Economic Impacts: The APWO currently serves over
490,000 people in Uganda with water or sewerage
services daily in 5710 small towns. There are 18,944
connections with annual turnover of two billion
Uganda shillings (USS1.2 million) per annum. The

operators also provide employment for 800 people.

MAP International — Uganda

Basic Accounts

Social Impacts: transaction transparency by reducing
the threat of real and perceived fraud; created an
audit trail for transactions; enabled fast access to
customer accounts and funds; encouraged customer
savings and hence promoted availability of more
funds for loan disbursement; increased the reach of
financial institutions beyond traditional customer

reach.

Environmental Impacts: Branchless banking services
positively impact on the environment by saving the
costs associated with a cash economy (money
transportations, paper-based administrative

procedures, etc.).

Economic Impacts: In total, about 140,000 cards have
been processed. Twenty six ATMs have been
deployed at different location in the country and 175
POS terminals have been deployed at SACCO

locations and leading retail outlets in the country.

Social Impacts: rural employment is expected to help
the rural poor move away from subsistence farming
to dependable employment. This increases income

and boosts local quality of life. Indirectly this will also
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Marap — Uzbekistan

Agriculture

reduce the rural to urban migration currently taking

place in Uzbekistan.

Environmental Impacts: Environmentally, the
planting of 150,000 fruit and nut trees on roughly 750
ha of barren hillsides of the Amankutan Valley
rehabilitates environmentally degraded land. This
reforestation also reduces soil erosion and helps the
regional micro-climate. Additionally, since the
cultivation is organic there will be positive impact on
the long-term health of the soils, local biodiversity

and food safety.

Economic Impacts: 150 rural farmers, supporting up
to 1,000 family members, now manage farm plots and
organically cultivate fruit plants. These farmers earn
on average USS 2,000 per year from the sale of fruits

and nuts.

Mai — Vietnam

Artisanal Goods

Social Impacts: boosting rural economies many
artisans are able to work from their homes or in small
workshops instead of seeking work in Vietnam’s
factory industries. Additionally: greater equality in
the gender relations, improved health and education
status of the family due to increased income, greater
involvement in the community life. Especially for
groups using paints, MVH provides advice and assists
in implementing work safety measures (wear

protection masks etc.).

Environmental Impacts: 30% of all Mai products are
environmentally friendly, made from recycled
materials. Moreover the firm developed ‘Safe and
Healthy Environment Programme’ with the
producers, focusing on improving working conditions

and environmental protection.

Economic Impacts: Mai is a profitable socially driven

business, employing 25 direct staff and partnering
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with 1,101 artisans who are paid fair wages. The
business generated an annual turnover of US$1.75
million from commercial activities in 2008. Global
profit represents 10% of the annual turnover. Today
the firm has set up a national network of 21 local
groups counting 1,101 producers, of which 70% are
women. Sales evolution is on a remarkable increasing
trend: +18% year-to-year in 2007-2006 and +11% in
2007-2008. Sales to Europe in particular grew
strongly from 2006 to 2008. In 2008 Mai turnover
was US$1,750,580, coming from commercial

activities.

MDI Betterday — Vietnam

Agriculture/Food

Social Impacts: income generation for 1,000 farmers,
representing total household size about 4,500-5,500
people. All of the farmers they work with live below
the international poverty line of USS1 day; most are
ethnic minority people; and many live in remote
mountainous regions. Additional social benefits
derived from firm’s contribution to balance the
gender relations in rural communities. As tea picking
is traditionally a female activity, women receive fair
payment for their crops and can improve their

household conditions, especially education.

Environmental Impacts: products are produced from
eco-friendly farming and meet European agricultural

standards for food safety and chemical use.

Economic Impacts: Today, the company employs
around 20 staff. In 2009, the business has reached the
breakeven point and MDI is today the largest
Fairtrade Company in Vietnam in terms of number of
farmer partners and volume of production. At the end

of 2009 the firm counted more than 1000 farmers.

Social Impacts: To date, TTFC employs more than
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Truong Thanh Furniture Corporation (TTFC) _
Vietnam

Wood Products

1,400 employees with the monthly average income of
VND2.5 million or US$128. In addition, it creates jobs
in growing forest for more than 5,000 poor farmers
with additional income of VND 60,000 or USS3 per
day. Such social results have moved more than 6,000
people out of poverty. Consequently, conditions such
as healthcare, childcare, housing and education have

improved.

Environmental Impacts: TTFC contributed to growing
thousands of hectares of forest, avoiding slash and
burn techniques that were severely threatening the

forest coverage.

Economic Impacts: Truong Thanh is a large wood
processing group in Vietnam with seven subsidiary
companies, more than 1,400 employees and a total
equity of VND660 billion (US$34 million). The
company has experienced high growth during the last
15 years. Its growth and success has considerably
contributed to create 6,500 jobs and income for

farmers and processing workers.

Restrepo — Colombia

Food

Social Impacts: There are 118 farmers involved in
Restrepo’s exporting activities, working on 30
hectares each. The Restrepo’ s initiative improved
local livelihoods in terms of ensuring a fair income for
local small farmers, thereby contributing to improved
health and education status of local families and

greater involvement in the community life.

Environmental Impacts: no information available

Economic Impacts: from 2000 to 2008, Restrepo’s
worked with 160 farmers organized in 15
associations. During these years, 1600 tons of red
pepper have been bought, determining a turnover of

USS 686 million.
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APPENDIX B: List of questions submitted to the inteviewees

VARIABLE 1 :
“‘GEOGRAPHICAL REPLICATION"

PROBE: the geographical elasticity of BOP initiatives

TARGETED ACTORS: six representatives of Agroils/BIND and five repentatives of Fez ta

Pronto

Profile of the interviewee

-Name
-Position

-Years of working for the company

Questions on the social impacts

1. Why does the receiving context of your busimesed your solutions?

2. What are the specificities of your potentialtonsers?

3. What are the structural constrains that you feloée developing your business approach? (e.g
political instabilities, corruption, lack of collabation from institutions...).

4. Do you have competitors rooted in the local rat#kf so, could you briefly explain how your

company is different from them?

Questions on the Environmental Impacts

5. What are the main environmental concerns of oginess sector? Do you think your business
and your attitude may affect or enhance the enmental concerns related to your sector?

187



6. Do you think that the scale of your business afégct the balance between social and

environmental returns relatively to your business?

7. How do you cope with the concurrence of maiastrénot sustainable) products similar to

yours?

8. What do you think it may be the role of clearht®logies/innovations within BOP markets?

Questions on the scalability of BOP initiatives smds other BOP vs. non-BOP market segments

9. Are there possibilities to build partnershipshwocal entrepreneurs to co-create business

solutions to meet BOP-related needs?
10. What could be the first priority to make yowsmess scaling up the market in similar BOP
contexts? (e.g financial subsidies, institutiongd@ort, a more permeable market, more

marketing&information)

11. Do you think that your product might scale ki@ market towards non-BOP customers? If so,
how could the BOP-oriented features be applietdbto BOP needs?

12. Do you think that your product in non-BOP méaskmay potentially diffuse as a mainstream
model or it would be a niche product?
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VARIABLE 2 :
“‘INSTITUTIONAL SUPPORTING LANDSCAPE”

PROBE: the presence of an engaged institutional enviemtraupporting the correct

implementation of BOP initiatives

TARGETED ACTORS : fourteen BOP Labs

Profile of the interviewee

-Name
-Position

-Years of working for the Lab

Questions about the business partners engagedt hyatin BOP initiatives:

1. How many business companies have you partngredth?

2. Are they primarily from a specific industrialcser or from different sector?

Questions on the practical implementation of BORtwees and future scenarios

3. What hurdles have you faced in entering intoiammlementing collaborations with companies

for developing Inclusive Businesses?

4. What are the most fruitful approaches you'velangented to overcome these hurdles?

5. What could be other promising approaches thathave not tested yourself?

6. Based on your experience what are the mosylg@dnarios of Inclusive Business development

in the next five years?

Questions on the partnerships with Institutions&eentatives of BOP/non-BOP segments:
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7. Do you partner up with institutions from the B&&gments (e.g including representatives of the

BOP segment within the Lab’s governance)?
8. Do you see a clash between small and high deaielopment policies in BOP countries? More

precisely do you think that small scale BOP prgectuld coexist with growth national strategies
not necessarily leading to a sustainable developmen
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