How to create value FROM
emerging markets
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© Conswmer soclety with total absence of
public goods

* YJugaad” patchwork of solutions
+ Low formal job creation

+ Child “escape V@LOCL’CM” obsessed
* Do good > feel good

* More complex 'wlem,ti,tg  LOYE
heterogeneous soctety
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Consumer wish List
U - aololresseot

Low cost waterproofing

Affordable Ready rice - soak and eat

Affordable Ready chapatis — heat and eat

Cheap disintegrating diapers for 21 mwn babies each year
QULCR drylng one day painting

Less electriclty consuming heater cum atrcon
Commuter pain relief anything

Community lighting

well and river cleaning

uick building material
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2. Key challenges posed by Consumer
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1. Theory of “same evolution path’
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“The Ugly puckling will evolve
Lnto the Familiar Beautitul Swan
and be ready for my GLOBAL
strategy * v

.
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Theory of “same evolution path”

value - arvogance or “how can they
not want wodernity”?
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Delivering
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Suleitaal Moves

Decrease price, decrease performance, make profit

T T

Decrease Decrease Offer old

functionality styling obsolete
products with

no adaptation
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Theory of “same evolution path”

value - arvogance or “how can they
not want wodernity”?

Theory of tncome thresholds for
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‘Class market” first, them “mass
mariet” at letsure
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Many ndias - equally big econommies,
but not equally rich, all contributing

lncome Nuwmber of % of GDP Per
percentile  people (mn) Lincome coplita USD
tmg have

Top 1% 11 8.6 9164
Top10% 109 241 @ 3667
Next 20% 326 361 @ 1294
Next 60% 653 29.7 @ 2EF

éource:,lndgcus Analytics, Rama Bijapurkar, 07-08
Rama Byapurear Malf 09




Mass Marlkets will not
sit around ano watt
Someone else will get there

»

maybe N Grey + Intel .Crid computing
pay as you use .... White labelled store brands ...




1. Mistakes ole\/etoped market MNCs
commowtgj make
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Economically Challenging
Demano Structure
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Large economies of poor people

Population SN Per Cap
Country Rank Rank (% of
USA)

China 133 (12%)

ndio 4 j_é;z(é%)

Brozil 105(21%)

RussLa F6 (32%)




Diffleult Demand Structure,
nimusual co V\,sumptiom, patterns

ALOT of people

consuming a
bit each , adds up

toa LOT

v

Business economics of “global”
business models don't work
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Many, many, distinctive
naias. tncreasing n

number.
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Mowster Consumers § local
competitors
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CoNSUMErsS extract vValue

* Cut strips of Glucometer to minimum useful
siLze
- “Missed call” communication on cell.

* Micro glasses to serve cold drink.

+ Refill, recycele almost anything

- Internet Rlosk utilization and service
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Poor, Rural, but nwot backwarad:
embraces technology,
information hung Y, striving
for better, highly lnnovative

unusual value processiwg

WIELL reject try Low features at Low
pr’we

Remove Luxurles, not decrease
NeCessLtles
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instdious, hard- to- vead,
slow-burn change ;
Prefer “this as well as that”

h Y brid solutlons
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Cell phone LS ndia’s central
NWEVOUS sgs’cem . “the cell
phone Will change tndia the

way the automobile changea
Awmeriea”

Shiv Vishwanath
Anthroplogidt
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MListalkes ole\/etoped market MNCs
commowtgj make

Key challenges posed by Consumer

lnolia
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How do Lou think, about Market
Potential?

Size of market for vy value proposition and
business model? (potential offered BY the market)

ORrR

wWhat value proposition and business model to
maximize market opportunity? (proposition offered

TO the market)

Nirma, Nokia, Nano , Suvidha, Subhiksha, STD/ISD booths, Pre paid cards,
SMS, Sachets, Cable Operators
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The Stress-

AL Economlie

Cha

w7

Lenge

* Price able to pay is fixed =
CHALLENGE PRICE

within this challenge price

© Deliver consumer acceptable performance
(Product and service)

© At a cost that makes you protitable
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B(G Challenges

Company Mindset, beliefs, Business design
mental models Challenges

Orgawnization structure
ano governance for EM
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Business pesign Challenges

Delivering consumer Creating value
acceptable price — performance, Advantage over others
PROFITABLY

Demand structure requires
new business economics, MnOVAtLVE CONSUMErS
portfolio complexity § competitors

Mowster ConsSuUmey :

Aovanced products, modest prices Local players, even

unorganized deliver

Patchy eco system - to walk high Level of value to
dowwn a road, bulld Lt 'FLYS’C , COWSUVLY
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Delivering Conswmer Acceptable
Performance at a Challenge Price

© Break through R § D - low cost, good performance
solution

© Swart, value Right product and service design
© Swart pricing design

*© Swmart manufacturing processes, Low cost sourcing

© Swmart market access, market servicing,
« Smart credit
* Custowmer acquisition, market development
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v

- Price - volume

© Performance specs, usage model

+ capttal costs (including RED costs)

* Pay back period
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Some learning own cost

+ Low Cost needs High Tech

+ High consumer capex can reduce variable
costs — capex cost to be borne b@ company

+ Consumer variable costs Ls the silver
'/\u”.o'l— (1 DD e / | e el mrlo)

LCvvos . \-L.L/L/ INVY Vv / VvV VLUV VU VLY vevwil 1IN

- Whole “eco system” has to be put in place
not just one plece of it.
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wWell Established Methods o
rReduction

. Oommuw’u‘cg use modoels.

+ Minlaturisation for occastonal use

- Aggregation of “thin” front endl
custower factng people / machines at full
service mode.

© Market development via free information
and knowledge and consumer credit
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Advanced produc‘c / service solutions at
modest prices: Economic challenge to be
solved b@ Lnnovatilon

Patch Y ecosgstem — part’wipate LA
building the road — alliance web master

lnvestment L Lnnovation needed to win
big time

Need multiple strategies to be supported at
the same time
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- (PO
- Snowball

- Bullding robust growth engines that
caw ride the growth story, long term
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Need to Re-Examine

Evergreen” Business Rules

Margin — volume mix for “healthy”
business

*Payback speed vs. long term growth
and sustainability

«Complexity allowed per unit of value.
*Notion of scale and scale economics

*Low cost products = low tech, low
capex

e Capital — output ratios hence
manufacturing “best practices”
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The End of Corporate Imperialism

“While it Ls true that MNCs will change
eveerging markets forever, the rveverse is
also true......the opportunity that big
emerging markets represent , will
demand a new way of thinking [

... requiring more than
developing cultural sensitivity”

C K Prahalad, HBR
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+ Leverage existing competencies to create new
customized emerging market solutions /
business models:

* Develop new competencies and new busingss

models to stremgthen value creation
capability of the company

© rama Biyapurkar May 09




Thank You!




Serve the vich and watt, or Lnvest
Ln creating mass markets?
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Emeroing markets are not Like
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winston Churchill had ownce dismissed
ndia as 'a geographical expression'-a
Land that was "wo wore a stngle
country thaw the Bquator." Churcehill
was varely right about ndia , but

Competitive advantage comes from
stitching together ‘MY TARGET INDIA®
for Your business
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Different wmarkets evolve differently

based on

(@) environmental forees
(b) supplier actions

(b) their starting point

(¢) soctal, cultural PNA
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Unorthodox competitioh

We thaek you for giving support for the
VENUS ELECTRIC SERVICE aver 25 yeats thicugh
Mr. RAJAN. Because of anby yous co-cperation we alle ta
sesirice. masve thaw 1000 clients. Now, bis son Mr, ARUL
pravidieg scveice ie fordusone and networiing field aver 3
geas and. we sequest you ti give fim the opportunity to give
fﬁ!- Geot s onpice to o,

Fe absa working for nearly 250 clients in
Mumbat and we twite you to participate and get the
vekuatife service e pravide te gou.

THANE YOU

‘Hitiware trotbleehocting YENUS COMPUTER SERVICE
Mothsrtoard chip level service C/O VENUS ELEGTRIC SERYICE
‘Netorking solution YOURS TRULY
‘Scannes, printer S ARUL

A Al Nadlware devices

CELL NO: 9820459463
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* Spotlt by:
High tech + high touch
“Better for cheaper” for 10

formative yrs

Deal making, brand cheapening suppliers

lnovative small suppliers, gra Y ma riket

+ Demands cued by “real time” exposure ana
information § smart Local suppliers

© Demands >> purchasing power
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