


purification system that removes dirt and disease-causing pathogens from 
drinking water. Although Procter & Gamble provides PuR at cost through 
its Children's Safe Drinking Water philanthropic outreach, and uses the non- 
profit Population Services International for marketing, the local distributors 
must make a profit for sustainability and access. As local distributors have 
learned, consumers do not value free give-aways.I2 Procter & Gamble's in- 
volvement is not merely altruistic; with a positive brand image, new prod- 
ucts for a billion potential consumers, and a proven high-volume, low-margin 
business model, it stands to increase its profit margins considerably. 

The crowded housing conditions in the slums of Guadalajara, Mexico. 
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Cemex, a leading Mexican manufacturer of cement, is an example of a 
firm that seized an opportunity to create a new market for itself, and hap- 
pened to help a particular low-income community build homes in the proc- 
ess. It is a prime model of a profitable partnership wherein all stakeholders 
are committed to the success of the venture through vested self-interest to- 
wards common and valuable ends. 

About 2.5 million impoverished residents of Guadalajara, Mexico, live in 
extremely crowded and unfinished housing surrounding the city. These con- 
ditions encouraged Cemex to establish Patrimonio Hoy, a for-profit project 
that supports low income families (households with incomes of less than $5 
per day) in financing the building or expansion of their homes. "Imagine one 
room with ten persons living together, yelling and fighting all day long," says 
Israel Moreno, director and founder of the effort. "So the children are pro- 
pelled out into the streets at a young age. What do they learn in the streets? 

l2 Proctor & Gamble Health Sciences Institute, "Social Marketing of PUR Purifier of Water by 
PSI," http: / / pgshi.com / safewater /video-library.htm1 (accessed 2 January 2007). 



Vicious delinquency, theft and prostitution. If the first thing in your life is 
contact with the street, your future will be the street, with its related risks."" 

After careful study of the microlending methods of the Grameen Bank, 
Cemex realized that since it could take an average of thirteen years to finish 
building a small home, homeowners were discouraged by a lack of fund- 
ing opportunities. "Their mental model is 'we cannot do it, we cannot have 
a better life. This is my life, this has been my parents' life, and this will be 
my children's life,"' says Moreno. He and Cemex instituted savings groups 
of three "partners," each with well-established rules to assist the partners 
to participate in the borrowing process; and Cemex advanced credit to the 
group on the basis of their degree of participation. 

In line with the profitable partnerships concept, Cemex does not com- 
pete for partners' purchases based on price. Instead, partners receive bene- 
fits of membership such as technical assistance, educational programs, guar- 
anteed quality materials and delivery, guaranteed price freezes on materials, 
and free storage of materials, among others. "I prefer to invest in helping our 
partners discover ways to live a better life," Moreno said. "I think that is a 
more responsible and intelligent way of doing business." 

As a primary consequence of the project, Cemex gains a foothold in 
a large and growing market segment - growth it could not achieve if it re- 
mained locked in a traditional mindset. According to Cemex's own forecasts, 
the world demand for cement through 2010 is expected to expand by four 
percent annually in developing countries, as opposed to only one percent an- 
nually in developed countries. These growth statistics have supported expan- 
sion of the Patrimonio Hoy program at a current rate of 2,000 new households 
per month, serving a total of 150,000 families in forty-five townships, and un- 
questionably impacting Cemex in ways that outright philanthropic donations 
could not. The rate of cement used by low-income homebuilders has tripled, 
increasing from 2,300 pounds consumed once every four years, on average, to 
the same amount being consumed in fifteen months. By 2005 Cemex reported 
a profit of $1.5 million and anticipated expansion into Colombia, Venezuela, 
Egypt and the Philippines.14 Moreover, when combined with additional fund- 
ing from Mexico's development ministry, SEDESOL, the program was able to 
triple the number of people served and significantly increase their home eq- 
uity as a consequence of partner participation.15 

13 Changemakers.net, "Enabling the Poor to Build Housing: Cemex Combines Profit & Social 
Development," http: / / proxied.changemakers.net/ journal /02september/herbstcfm (accessed 
2 January 2007). 
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Stunningly, Cemex also reports an additional payoff not normally an- 
ticipated by multinationals when investing in developing economies. While 
traditional models prepare for instability of these markets based on security 
concerns or undependable individual finances, Cemex has actually found 
that its low-income market is far more reliable in times of economic fluctua- 
tion. When balanced in quantity against high-cost developed markets, low- 
income developing markets could therefore serve as extraordinary leverage 
against losses during periods of economic flux. 

Our conclusion is that the goal of sustainable poverty reduction can be 
achieved only with substantive contributions of businesses and the creation 
of publiclprivate partnerships, as well as with government and internation- 
al organizational support. Poverty alleviation can be a profitable endeavor 
both for companies and for the poor when it links new market development 
with job creation and new product branding, rather than remaining on the 
fringe of corporate social responsibility in the form of philanthropic contri- 
butions. Whether there is a "fortune" at the base of the pyramid, or only 
sustainable profits, is inconsequential. That there are profits in markets pre- 
viously overlooked and ignored is of great consequence to both poverty al- 
leviation efforts and to the sustainable development of global companies in 
the new flat world of the twenty-first century. 

With the aim of inspiring companies to alleviate poverty through for- 
profit initiatives, the IBPE has developed a number of opportunities to criti- 
cally examine successful cases through the Vincentian Colleges International 
Conference on Business Ethics, panel discussions, and workshops. Through 
the Abbott Laboratories-Funded Lecture Series the IBPE has forged relation- 
ships with leading figures in the base-of-the-pyramid approach, including 
Stuart Hart and William Easterly.16 Its new mission seems much closer to 
Saint Vincent's legacy than traditional corporate philanthropy, since it re- 
quires "a gentleness receptive to the poor man's mi~eries ."~~ Since aid, phil- 
anthropic or otherwise, does not often respond to the poor man's miseries 
effectively or efficiently, there exists a 'service gap,' an unmet need, a new 
market. By reconfiguring the needs of the poor as a new market opportu- 
nity, business can serve it best by allocating resources in accord with its core 
competencies. As it is commonly believed the poor have no money, they are 
not viewed as consumers and their needs are not viewed as a market. C.K. 
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Prahalad argues that when business chooses to serve their needs as a distinct 
market, it offers them the dignity of choice and an access to technology that 
goes a long way in addressing real needs.ls 

Serving the four billion people who live on less than two dollars 
per day is simultaneously a moral, economic, strategic, and environmental 
imperative for business. The base-of-the-pyramid approach to poverty al- 
leviation truly does see the poor as "lords and masters," and not as objects of 
philanthropic outreach. 

l8 C.K. Prahalad, The Fortune at the Bottom of the Pyramid: Eradicating Poverty Through Profits 
(New Jersey: 2006), 3-22. 


