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Base of the Economic Pyramid:
Business Opportunities with the Poor in Nutrition

More than $20,000 Mature

Markets

= .
$1,500 - $20,000 I\;Inaerrkgeltnsg

Less than  $1,500 Survival
Markets

* Based on purchasing power parity in U.S. dollars.

Source : U.N. World Development Reports.

July 2008 BASF Micronutrient Initiatives
www.food-fortification.com



Base of the Economic Pyramid:
Business Opportunities with the Poor in Nutrition

Two-thirds of world population is at BOP with 1 or 2 $ Income
(nom) per day

Six billion in 40 years

4-5% annual growth over next decade (GDP)
Those in dire poverty will drop 30—40%

BoP is becoming aware of many products
Investment climate becoming more hospitable

BoP represents market
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Base of the Economic Pyramid:
Business Opportunities with the Poor in Nutrition

BOP market—S5 trillion
TOTAL BY INCOME SEGMENT

BOP3000
BOP2500
BOP2000
BOP1500
BOP1000
BOP500
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Base of the Economic Pyramid:
Business Opportunities with the Poor in Nutrition 01-BASF

The Chemical Company

The Needed Shift in Mindset

The Poor The Bottom

as an | of the Pyramid
Intractable as a Source of
Problem Iinnovation
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Base of the Economic Pyramid:
UN Poverty Map and BASF Hunger Map

World Poverty Map World Hunger Map

Based on Multiple Poverty Indicators Based on Multiple Poverty Indicators

Self-Organizing Map Clusters hased on 10 poverty indicaiors and GNP per capita

:> BoP/poverty regions are similar to the malnourished
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The Chemical Company

 Huge market potential for food

* BoP groups are VMD deficient

e Balanced diet not yet affordable

e But fortification is affordable

-

y sector

Base of the Economic Pyramid:
Food and Nutrition Solutions at the BoP

Estimated BOP market b

$5 trillion

TRANSPORTATION

Long-term potential
for FF in BoP food markets

EMERGY

%WDRLD RESOURCES INSTITUTE
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Base of the Economic Pyramid:
Case Studies and Learning from other Sectors

Mobile Phones: Portable PC:
Dust-resistant No hard drive, flash disk
Anti-slip grip/pad Wireless Broadband
10-40 USD Rechargable batteries
100 USD

Hindustan Lever:
Coated Soap for River Laundry
Single-use Sachet Shampoo
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Base of the Economic Pyramid:
Case Study Food Fortification

Price: € 0,06 per 90g cup

Cup: Bio-Degradable (BASF)
Nutrients: BASF

Strategy: Market Entry backed
by profitable products, decentra-
lized, HQ-driven

Production: Small and local
Supply: without cooling chain
Distribution: ‘Danone Ladies’

Financing: Grameen Bank -> Danone DREAM Project
loans for distribution trolleys (Bangladesh)
Strong COM benefits for brand
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Base of the Economic Pyramid:
Case Study Food Fortification

Success Factors Dream Project:

 Affordability

e HQ commitment

 Cultural sensitivity

* BoP adequate distribution that
creates exclusive access to BoP

* Market-based

» Cost-effective

« Partnerships (GAIN, BASF)

* Follow-up products Danone DREAM Project
 Long-term perspective (Bangladesh)
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Base of the Economic Pyramid:
BASF FF Business Model

Focal Customer Segment: (Multinational) Packaged Food

BASF Products: VA (or VA-based premix through partner), MMP

BoP Business Model

Interest Concept & Operational Sustainable
Creation Capacity Pilot Phase Success
* First Contact » Concept Creation e« Samples
 Dialogue BoP * Management buy-in ¢ Tech. Support
« Scope Interest  Technical Dialogue < Pilot Production * Scale-up
 Inform FF Team » Define Products « Communication
» Define FF Level » Partnerships

* Product Launch
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