PART 4 ¢ THE GLOBAL MARKETING MIX

CASE 11-3
One Laptop Per Child

s director of the prestigious Media Lab at the Massachusetts
£ Institute of Technology (MIT), Nicolas Negroponte had a unique
opportunity to immerse himself in cutting-edge technology develop-
ment projects. Robotic design, artificial intelligence, holographic video,
and educational applications for PCs were just some of the areas the
Lab’s various departments explored. In 2005, after 20 years at the Lab,
Negroponte announced he was leaving to pursue an ambitious vision:
bridging the digital divide between developed and developing nations
by providing powerful PCs to schoolchildren in sub-Saharan Africa
and other impoverished parts of the world. Negroponte named his
initiative One Laptop Per Child (OLPC); his goal was to develop a $100
laptop that governments could buy in large quantities and distribute
to schools. As Negroponte said, "My goal is not selling laptops. OLPC
is not in the laptop business. It's in the education business.” In April
2007, Negroponte announced that he hoped to have between 50 and
150 million children using the new computer by the end of 2008.

<ids as a market, but as a mission.”

—Nicolas Negroponte, founder, OLPC

The OLPC design team, which included Media Lab veteran Walter
Bender, created a computer known as the XO that is rugged enough
to stand up to heavy use and abuse. The XO is dust- and waterproof;
a small solar panel can be used to recharge the battery. The laptop’s
high-resolution screen displays bright images even in sunlight; other
features include a built-in video camera. Wi-Fi connectivity is provided
by two small antennas on either side of the screen; some observers
commented that the antennas look like ears on a friendly alien-type
creature.

To keep the cost down, each computer was loaded with an open-
source operating system known as Linux. Linux is nonproprietary; that

Exhibit 11-7 The non-profit One
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has sold more than two million lap-
tops since 2005. Today, however,
OLPC faces competition from Intel's
Classmate PC and Studybook tablet
and others. The initiative has also faced
criticism for its mission, and questions
have been raised about assessable
educational outcomes. Meanwhile,
e-readers such as the Kindle are mak-
ing inroads in Africa and developing
countries in other parts of the world.
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is, it is available for free to anyone who wants to use it. Moreover,
Linux users are encouraged to make improvements to it. The user
interface, dubbed Sugar, could also be modified by the children using
the computers. As described by its creators, Sugar captures students’
“world of fellow learners and teachers as collaborators, emphasiz-
ing the connections within the community, among people, and their
activities.” The design team believed that Linux and Sugar would foster
collaborative learning among schoolchildren, in line with OLPC’s core
mission. The laptops were powered by microprocessors from Advanced
Micro Devices (AMD); these cost less than components from Intel.

Another factor affecting the final cost was the volume of pro-
duction. Negroponte needed firm purchase commitments so that
production could be scaled up quickly. Government officials in Libya
and Nigeria initially pledged to buy about 1 million computers each
for their respective citizens; however, by mid-2007 both countries
had backed off those pledges. As a result, the manufacturer, Taiwan’s
Quanta Computer, only achieved an initial production volume of
300,000 units. The lower volume, plus microprocessor upgrades,
translated into a higher per-unit cost. The $100 price—a key selling
point—had to be abandoned. The new price target was in the $180 to
$190 range.

The higher price was one reason that initial enthusiasm for OLPC
did not translate into firm commitments for orders. Other issues sur-
faced as well. For example, some potential buyers worried about the
lack of Microsoft’s Windows operating system. Meanwhile, OLPC had
attracted the attention of several industry heavyweights. In 2006,
Intel officials demonstrated a laptop prototype called the Classmate
that was designed to sell for $230 to $300. The Classmate featured
Microsoft’s Windows XP operating system, had four hours of battery
life, and used a solid-state flash drive. In 2007, Microsoft chairman Bill
Gates announced that his company would offer developing countries a




$3 software package that included Windows, Office, and educational
software. The low-priced software was offered through Unlimited
Potential Group, the Microsoft unit that targets developing countries;
early customers included the governments of Libya and Egypt.

Negroponte accused Intel officials of trying to undermine his non-
profit's efforts; for example, reports surfaced that Intel’s sales force
had made head-to-head comparisons between the Classmate and the
OLPC laptop during presentations in Mongolia and Nigeria. Even so,
Intel made a substantial financial contribution to OLPC and an Intel
official joined the organization’s board.

In November 2007, in an effort to increase production, OLPC
announced a promotion called “Give One. Get One.” Consumers in
the United States and Canada were offered the opportunity to buy
two OLPC computers for $399. Each buyer would keep one laptop;
the second would go to a student in Haiti or another developing
country.

In 2008, faced with disappointing sales, Negroponte struck a deal
with Microsoft. Starting in 2010, the OLPC laptops would be delivered
with both the Microsoft Windows operating system and the nonpropri-
etary Linux OS. Microsoft would provide the software for about $3 per
computer, bringing the total selling price of each laptop to $199.
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Discussion Questions

€311-20. Why are Microsoft, Intel, and other leading for-profit com-

panies interested in low-cost computers for the developing
world?

11-21. Do you agree with Negroponte’s decision to partner with
Microsoft?

11-22. Discuss the thinking behind the “Give One. Get One.” pro-
motion. Do you think this is a good marketing tactic?
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