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MARKET POTENTIAL

The large market potential of emerging countries such as India has led to

increasing competition among businesses fighting for a share of the

opportunity. Since the last decade, many hundreds of millions of

consumers in emerging countries have entered the growing ‘middle class’

with a growth in their disposable income. Ernst & Young predicts that by

2030, the global middle class will reach 5 billion, with demand growing

from US$21 trillion to US$56 trillion. Further 40 % of middle class

spending will be in Asia compared to 10% in 2011. However, despite a

growing middle class, most consumers still fall under the low income

bracket and cannot afford basic needs such as clean water and 24 hour

electricity. In addition, even middle classes are often constrained by

external factors, such as poor public and private infrastructure or limited

service availability. As a result many businesses have started to develop

local market-specific innovations that are characterized by higher value at

low cost. The rising demand for low–cost products among the aspiring

low-income and middle consumers of the emerging world will drive an

enormous global market for low–cost, high–quality products.

OORJA – MEETING SUSTAINABILITY CHALLENGES

A case in point is Oorja, an alternative cooking fuel to wood, kerosene and

even LPG. It is based on a combination of a uniquely designed ‘micro-

gasification’ device or stove and a biomass-based pellet fuel. The

integrated solution delivers efficiency and value that are higher than

conventional cooking devices that use LPG and diesel. The solution saves

significant fuel bills (about 50%) for both households and commercial

users (e.g. restaurants, commercial kitchens). In the rural households, the

Figure 1: Relationship between demand for low-cost and high-value products.



solution reduces pollution and deforestation by eliminating wood as a fuel

source. The pellets are made of agricultural residue like peanut husks and

the solution therefore ensures that they are not disposed by farmers

through burning. Thus Oorja is not only low-cost, but scores high on its

environmental credentials. Oorja’s resource effectiveness helps use our

limited fossil fuel resources in a sustainable manner and minimises

impacts on the environment by generating energy from waste. By

extracting the maximum value from waste agricultural resources, Oorja’s

low-cost solution plays an important role in advancing sustainable

technologies. This is significant because the earths limited fossil fuel

resources cannot support our coming generations if the future resource

utilisation pattern in emerging countries matched the current pattern in

western economies.
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MINDRAY – CHANGING INNOVATION CAPABILITIES

Another interesting case is that of Mindray, now China’s largest maker of

medical equipment. Founded in 1991, the company initially served

hospitals in Tier 2 cities and rural areas which could not afford many basic

medical devices. It offers in-vitro diagnostic processes, patient monitoring,

life-support systems and medical imaging systems at typically 40% lower

costs compared to most incumbents. Unlike hospitals in Tier 1 cities who

seek premium products, value customers in Tier 2 and rural areas are

willing to sacrifice some degree of innovation, quality, and service in

return for a lower price. However Mindray has consistently reinvested

Figure 2: Price and weight relationship between gas cylinder and Oorja.



typically 10% of its revenue in R&D every year, enabling it to also compete

in more sophisticated developed markets. Some of its products have also

been approved by the U.S. Food and Drug Administration and other

Western regulatory bodies. In 2008, Mindray acquired Datascope’s patient

monitoring systems divisions allowing it to combine its strengths in

integrated engineering and manufacturing platforms with Datascope's

established brands, reputable products and services. In 2013, it acquired

Zonare strengthening its high-end ultrasound R&D and U.S. sales

capabilities, furthering Mindray’s goal of becoming a leading provider of

high-quality imaging products globally. Mindray now has significant

worldwide presence with many R&D sites and subsidiaries. Thus low-cost

innovation capabilities for serving previously un-served markets can also

help entry into premium markets. Starting out with low-cost innovations

therefore lends the capacity to change technological capabilities in the

future by absorbing new forms of technological knowledge and market

understanding.
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KEY CONCLUSIONS

The need for low-cost innovation is already starting to transform the

competitive landscape forcing companies to change the way they think

about technologies, products, processes and business models. By

developing new ways of meeting customers’ needs in emerging markets

through low-cost innovation, firms support environmental and social

sustainability. By having environmental sustainability as a key goal, firms

like Oorja may have a competitive edge, because environmental well-

being will always be an integral part of development in emerging

Figure 3: Mindray’s technology roadmap for research and development.



countries. Mindray realised the lack of healthcare infrastructure in Tier 2

Cities and rural areas. Through development of low-cost innovation

capabilities, it created a new solutions that benefit society. The initial

business opportunity around Social innovation helped fulfil its global

ambitions and entry into more sophisticated market segments.
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