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Appropriate Innovation Initiative | Brief
The Appropriate Growth Initiative ("App-Growth") seeks to

create an ecosystem in Israel devoted to providing sustainable

solutions to the challenges faced by developing countries.

At a glance

The story of the Initiative begins with its founding partners: Maala, with its tight
network of over 130 of the largest Israeli companies and burning quest to find
the new value proposition of CSR in Israel Praxis, an innovative consultancy
specializing in reframing and creating cross-industry joint ventures; and the

Heschel Center, a nonprofit think and do tank, focused on sustainability

leadership.

Israel has a wealth of experience in fields like advanced agriculture, water
technologies, renewable energy and high-tech. It is a tiny country, with limited
potential for implementing climate policies such as emissions reduction, and
an entrepreneurial class that relies on external markets. These entrepreneurs

have gained fame - earning them the moniker “start-up nation”, but their

talents have never before been collectively focused on sustainability issues.

Meanwhile, entire new markets have recently emerged in the developing
world, who actively seek new ways to bring about rapid, sustainable growth.
With its unique combination of experience, expertise and entrepreneurship,
Israeli businesses are perfectly suited to serve as an R&D hub and a beta site

for developing the solutions needed to make this happen.

While we have no doubt regarding App-Growth’s potential as an innovative
business development strategy, we also see it as an excellent opportunity to

redefine and reframe the intersection of business and sustainability.
Year one

Over the past few months, our focus has been on building a new value
proposition. We reached out to R&D, business development and sustainability
officers. Step by step, we began building a new network of entrepreneurs and
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intrapreneurs. Our network is currently made up of two main clusters: Some 30
large corporations and some 60 other organizations (start-ups, academia,
R&D centers, governmental agencies, NGOs, financial institutions). Building
this ecosystem and materializing its potential, has been our first fundamental

challenge and primary course of action.

A second course of action is to locate strategic partners in 2-3 developing
countries and formulate a deep working relationship with them. This will allow
for creating actual joint development ventures with Israeli entrepreneurs. We

have already started identifying and engaging with such partners.

The third course of action is "following the trail of money", namely financing
development projects. For that matter we have entered into a dialogue with
development banks and other financial institutions, exploring ways to integrate

the App-Growth approach into future projects.

The next phase

The project has been supported by a number of small grants (Pratt, GEF and
others) and Maala's income from membership fees. Currently, we are at a
stage in the project's development where we are seeking out a strategic

partnership that can help us leverage the project into its next phase.

Our aim over the next 3-5 years is to scale up the project, broaden and
deepen the ecosystem we have begun to create and leverage it into a new
Israeli "industry", whose value proposition is providing sustainable solutions to

the international market.

Appropriate Innovation Initiative | Transcript

Momo Mahadav

This is the first public unveiling of the appropriate innovation initiative, which is
a joint initiative with the Heschel center and Praxis. The initiative is all about
connecting Israeli innovation in fields of agriculture, food, energy and more to

the issues being discussed around the world about hunger and poverty and
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helping sustainable growth in emerging markets. This is the best available

possibility of the nexus between social and business value .

It is not enough to be innovative, you need to connect between different dots

on the map, draw a circle that creates a value for customers and communities .

Sophie Blum

We are here to talk about how innovation drives sustainable growth and
prosperity. Our ambition today is to have a thought provoking discussion on
how we leverage what is happening here in Israel in order to drive sustainable

growth around the world.

There are some thoughts that could frame the topic - last time you opened a
vpn, you paid at the cashier register with a credit card, then you went to the
gym to maintain your arms and prevent the need for a clinical procedure. All
these ideas were brought by Israeli companies to the world .

What makes Israel a source of innovation? | like to call it the innovation wheel

ecosystem. It is composed of six pillars that together create the right

environment for innovation to develop and be leveraged -

1. Focus from the government, percentage of its GDP on R&D.

2. World class academic institutions.

3. IDF- checkpoint

4. Israel is designed to be global, it has no market. For Israeli entrepreneurs
they think global.

5. The glue of culture and mindset - in Israel everything is possible, and
Israelis are unsatisfied, which is important for innovation

6. Israel has created ... to help drive innovation

Why do | talk about these things in a CSR conference? What we want to drive
or highlight is a few challenges you are all coping with - first, there is an
increasing number of voices who call for a new approach for sustainability and
business approach to it. The business sector needs to become part of the

solution rather than part of the problem. The preconceived idea that the
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business sector is bad is changing. Second, new markets emerge in the
developing world, and Israel has a role to play in agriculture, consumer
goods... it can become an innovation lab, a hub, a beta site that allows driving
new innovation abroad. Last, in Israel who better than Ma'ala can bring
together NGO's, government, academia, and private sector? This is the best
ground to create a discussion on what can happen next. Ma'ala with Praxis

and the Heschel Center are the driving force behind this effort .

In conclusion, being sustainable requires new thinking - bringing new solutions
to drive growth. We could contribute to connecting the dots. We could open
the door for cooperation with partners to disrupt the way we think about

innovation .

Alona Sheafer
| felt a small contradiction when we talked - the role of the office is often seen
as a guardian of environmental norms, and you talked about leading the

change, about companies being the driver of green norms and innovating .

I'm happy that our ministry is a part of this important day. We think that with
the industry we can achieve more ambitious goals. The OECD has a green
growth strategy, and that's Gurie's baby. He spoke about it with the PM and
the minister. We thought about how we can promote economic growth on the
basis of environment - stimulating economic growth on environmental
technology, business and model. We had a series of round table trying to
understand what the main obstacles to make the industry much more
competitive, efficient, and appealing to export products. How to become a
leader in the industry. We found out that our ministry is considered to be one
of the biggest barriers to innovation. We heard that innovators come to our
ministry, the industry wants to try pilots, they ask for our permission, and we
refuse. We ask for foreign classic technology that has a long record. The intent
not to take risk, guard public health, be sure that the technology works -
becomes a barrier to Israeli technology. The entire ministry is now thinking

about how to make regulation much more efficient, give long distance
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insurance that allows the industry to plan its actions and development. But on

the other hand we will allow new technologies and experiments to enter .

Sophie
Rafi - you are shifting Mekorot from a national company to a global leader on

water. This takes a profound cultural shift .

Rafi Ifergan

It is not a normal day when we have rain in Israel. We only have 2-3 months
with a few days of rain, and in the south we don't have rain at all. But today |
can say that we solved the problem of water in Israel. With a lot of knowledge
and technology that we have especially chosen from the Israeli industry. |
think that when we ask what the Israeli water market is doing to solve the
problem in comparison to other countries with the same problem or other
water problems - pollution, low quality of drinking water, the need for
desalinated water, we see that we are at the forefront. What we do in Mekorot
is that we give other companies in the market a good chance to check their
technology, no matter if it's new, or it's a startup. After we check this

technology we can take it to other projects in Israel and outside.

Sophie

Steven, what is it that you try to do to get the support of the board of the IDB in
investing in projects for social inclusion? You have 40 projects now. What
have you learned?

Steven J. Puig

The IDB tries to remove poverty. By the way, Israel is a member of the IDB.
We're a common good, a resource you can use. These forty projects - we
worked on social inclusion through an entity - the multilateral investment fund,
working in micro finance in America, with large banks that want to downscale.
We have led efforts on CSR. We have social inclusive business models -
working with the base of the pyramid, with companies that have included these
people in their supply chains - we created a team that works on such projects,

16 people with a lot of fellows. We created connections and helped promote
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programs with many universities that work on social entrepreneurship. There
are opportunities in agriculture, in supply chains, in construction, in basic

services such as ICT and transportation, and water.

To date we have partnered with companies that undertake these kinds of
initiatives. The best way to explain it is through an example, from education.
There is a school model developing called INOVA, they're trying to teach the
soft skills that many people find are missing when people graduate schools
and colleges. These schools are set up as round tables, they emphasize
technology, and they are bi-lingual. It's a model that is very different than the
public schools that exist today in Peru, but the ministry is looking at them to
see how they can transfer it to public schools. We need scalability - getting
from 5 to 70 schools. This is important in the context of demographics - poor
people are under served most of their lives, these schools are geared towards

them and are affordable.

Sophie

Sachin - you share with me the need to innovate how we innovate. We talked
about how we can leverage Israeli innovation to be better, cheaper, and faster.
Connecting the dots for some parts of the chain, and get more cost effective

innovation and growth.

Sachin Joshi

| want to call it value creation design. For example, what you are doing in Latin
America, there is a need for a lot of private sector investments. There is a
huge environmental challenge as well. It's not only that these models are
required to tap into the market, but it gives us an opportunity to tackle the
challenges not only in the developing world.

What do astronauts do when they need to take a shower? They take water
with them, and bring it back with them. The way they are able to do it is
because every drop of water is recycled and reused. One of the six pillars is
the defense or space research that innovates. We use tablets because the

innovation happened there. It was disrupted from military purposes to public
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goods. If all of these shower cubicles around the world would recycle every
drop of water, the problem of water would be solved. The crisis or lack of
sanitation is also a business opportunity. We need to create a more affordable
ways to have a waterless toilet, and toilets that recycle to create energy. The
places where you need toilets and energy superimpose. So this is not just a

market opportunity for sanitation manufactures, but for an energy company.

We take these ideas to the industry, to governments around the world, and to

challenge mindsets. For us challenges equal opportunities.

Sophie
That is a good reframing of challenges. Alona - the ministry has means behind

facilitating innovation. What are they?

Alona

As a background, all of you are probably aware that we dump every year
organic waste, municipal waste, tires, packaging, raw materials that are worth
250 million dollars. What we did in the last few years is that we promoted
several laws like the packaging laws, we allocated more than a billion shekels,
matched by 2 billion from the private sector for recycling plants.

How is all this waste going to be used? Recycled or energy? Maybe we should
engineer the material so we won't find so much plastic as waste. How can the
industry use these materials for energy, other materials or products? We are
not publishing an RFI, we're creating an academic consortium for ways to deal
with waste, and we want to hear from the industry what kind of knowledge we

lack and need.
Sophie

Rafi - how do we move from local success to co-partnering, co-creating with

business abroad?
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Rafi

We need to find a place, a city, a customer that wants to solve a problem.
They don't always know what the problem is exactly. So first we need to
understand the problem, than we need to plan together how to solve it. A
second issue is money. It isn't easy to do projects outside of Israel and bring
money for big projects. But in a lot of places in the world we can find finance.

The technology we can bring from Israel.

Sophie
Steven - tell us what are the 2-3 areas we should work on as a group to make

a good connection with IDB?

In terms of market demand and segmentation at the base of the pyramid, food
is the most basic need, so agriculture and agriculture supply chain are very
important. Food security is most vulnerable in small countries. One of the
things I've seen in companies this week here, when you come to Israel - it's
great to think of Brazil, but it's a huge market. Why not think about smaller
countries where you can make greater impact? We see a lot of opportunities
for example in gas and water companies that don't find it attractive to connect
lower income neighborhoods. People at the base of the pyramid pay a poverty
tax because they have to buy in cylinders. So last mile connections are also
an opportunity. ICT is an opportunity - providing services. R&D is very poor in
Latin America, we don't have any noble laureates in science. Delivering health

care and delivery services with ICT is also a possibility.

Thinking about the base of the pyramid as a market, if you rethink your
business model to adapt it to the base of the pyramid - you can get new ideas.
For example, there is a company that creates tiles, who haven't thought about
people with dirt floors and need tiles that can be bought over time without
sacrificing quality. They have a line that is dedicated to this particular market,
selling basic colors over several years, with dedicated sales force. When the
recession hit, they found that by serving the base of the pyramid they were

able to cope better with the crisis .
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Sophie
Sachin - are there 2 concrete examples of collaboration between Israel and

India?

Sachin

We already have an lIsrael desk and there are a couple of established
technologies through collaboration. Some of the areas are agriculture, water,
desalination. Drip irrigation has an impact in our country. Security is
increasingly a big source of solutions we need. As an Israeli company it would
be important to understand how to identify customer needs. India has a lot of
rainfall, we have 7 rivers among the top rivers in the world, but we still have
water scarcity. Not because of lack of water at their source, but at the
receiving end. It is a water management issue. As an Israeli company, if you
bring your solution, you need to understand how it is going to be integrated in

the market. It requires developing a new business model and cooperation .

We have already created huge capacity on solar over the last five years. Our
target is to create 20 GG of solar power by 2020. That's large-scale. But how
are you going to connect hundreds of millions that don't have access to
energy? India has the biggest number of billionaires - they will not buy solar
energy. They will wait to be connected to the grid, but the real potential lays
with 400 million people with no connection to the grid. Over the past few years,
10 million of them have connected to the solar energy sources. So you need
as a manufacturer 2 business models - large power plants that require working
with the government, but on the other hand a direct market of 400 million,

where you will have fewer obstacles.

Sophie
Yosi Vardi- how can we inspire young entrepreneurs to tackle these

challenges?

Yosi Vardi
How can you induce innovation? It is usually perceived as an issue of

technology or ideas, but first it is a state of mind. If you try to identify needs
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and problems, you will induce innovation. Seven years ago Sophie decided
that P&G need to create an innovation center in Israel. The same thing is true
in many areas. The same thing was done by other companies in Israel that are
not classic ICT, like GM, Coca Cola, and Nestle. So if you put your head and
heart into it, things will come. In sustainability, Israel has done immense work
in seed development, water supply and treatment, energy. | did have some
expertise in sustainable energy; | worked with the World Bank on cow manure.
The use of ICT for SD - this is a great frontier for people in Israel. There are 6
billion machines in the world, many in the developing world; you see a lot of
application meant to improve economic and sustainable development. You
should give your attention for a great field of cellular phones and different
sensors. In fields of economic industry, health etc. - connecting it to cell
phones and tablets. Last week | saw a tablet sold for 40 dollars in china. Israel
used to have a huge department for international cooperation in the Israeli
ministry of foreign affairs. | still remember when Golda went to dance in a

village where we opened a new water project .

Q&A:
Yossi Sigel

Development - one of the ways I'm involved with economic development is
through local platforms like MATI, and out of the country in creating community
based economic development institutions. How important are these platforms
in bridging the gap to the people at the base of the pyramid? Is micro finance

enough? To what extent are these interim organizations a necessity?

Steven

We have an extensive relation with NGOs that can be brought to innovative
solutions. In some cases we see companies going directly, in others we serve
as an integrator. In Mexico we integrated PepsiCo to develop a new supply
chain that replaces palm oil. In other cases, we integrated startups. INOVA is
going on its own. They do have a connection with the ministry of education. So
| think it depends on the project. In some cases it's very important. In northern

Mexico we have business with a global cement company, but many of the
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municipalities don't have money to pave roads. So we created micro finance
that helps the people who benefit from roads to pay for them.

Orly Ronen

There is a saying that it takes a village... it takes a community to grow an
industry. It was actually the defense industry that grew the startup nation. We
need to ask what kind of interaction it would take to grow the appropriate
innovation industry. One of the assets that we do have is that we have an
interconnected community that can be a beta site. We also have the base of
the pyramid here in Israel. We have all the ingredients; we need to think how
we can start it up. That way, our next leap can be a leap of appropriate

innovation.

Steven
Our experience is that the base of the pyramid requires cooperation with

corporations, NGOs, academia.

Nati Barak

The importance of partnerships - we are gradually moving to work more and
more with the base of the pyramid. We learnt from them. We work more and
more with small holders in India and Africa. We started it as a CSR project, but
now we realize it is a business must. We cannot ignore such a huge share of
the market. One of the tools we want to develop is using cell phones for

training, to replace a system where we train the trainers.

We see a lot of gaps and challenges Israel has a solution for. One of the

guestions | hear from companies is how can we enter these markets?

Steven
Give us a call.

Sophie
There is a great win-win opportunity. | want to thank this inspiring panel, thank
you all for being with us, |I hope you found it inspiring to take these

opportunities to the next level .
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