ACTA UNIVERSITATIS AGRICULTURAE ET SILVICULTURAE MENDELIANAE BRUNENSIS

Volume LIX

Number 2,2011

MARKETING TO BOTTOM OF THE
PYRAMID AND SUBSISTENCE
MARKETS - ARESEARCH AGENDA

Avinash G Mulky

Received: December 17,2010

Abstract

AVINASH G MULKY: Marketing to the Bottom of the Pyramid and subsistence markets — A research agenda. Acta
univ. agric. et silvic. Mendel. Brun., 2011, LIX, No. 2, pp. 9-14

The concepts of Bottom of the Pyramid (BOP) and subsistence markets have attracted substantial aca-
demic and managerial attention in recent years. The BOP thesis states that there are opportunities for
multinational companies to achieve significant revenues and profitability by designing and imple-
menting marketing programs aimed at people who occupy the lowest tier in the world’s economic
pyramid. The number of people in this segment has been estimated to be between 2.7 billion and 4
billion. This paper reviews the academic literature on BOP and subsistence markets and identifies
important issues related to marketing to these consumers. The review is based on journal articles that
have appeared in peer-reviewed journals and on case studies published by reputed academic institu-
tions. The literature review first identifies a number of business issues like size of BOP market, moti-
vations for undertaking BOP initiatives, ethics and linkages. Then specific marketing issues related to
the BOP segment such as consumer analysis, company analysis, collaborators, competition and con-
text, segmentation and positioning and issues relating to marketing program design and implementa-
tion are analyzed. Based on this analysis, the paper develops a research agenda for future research on
BOP and subsistence markets.

marketing, bottom of the pyramid, subsistence markets, poor consumers, literature review, marketing
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Since the publication of Prahalad and Hart’s ar-
ticle in 2002, the concept of Bottom of the Pyramid
(BOP) has attracted substantial attention of academ-
ics and senior managers in large multinational cor-
porations. An allied concept termed as “subsistence
markets” was introduced into the academic litera-
ture by Viswanathan and Rosa (2010). These con-
cepts — BOP and subsistence markets are important
because they are concerned with the living stan-
dards of more than 4 billion people who are in the
world’s lowest income category with incomes of less
than $1500 per annum on a purchasing power parity
basis. Individually, these people purchase and con-
sume very little as compared to those in the higher
income categories, but the sheer size of the total
market and its potential for future growth provide
many interesting possibilities for managerial action

and academic research. The BOP concept is also in-
teresting in the wider context of worldwide efforts to
restrain poverty. For example, the European Com-
mission announced 2010 as the “European Year for
Combating Poverty and Social Exclusion”.

While most of the literature on BOP has origi-
nated from a business strategy research perspective
and has focused on business issues, there are many
marketing challenges and marketing issues involved
in addressing business and profit opportunities in
the BOP area. There is a need for synthesizing ex-
isting knowledge on marketing to the BOP and out-
lining opportunities for future research. The objec-
tive of this paper is to review the literature on BOP
and subsistence markets and to develop a research
agenda on marketing to the BOP.
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METHODS

This paper is based on a literature review of peer-
reviewed journal articles on BOP and subsistence
markets. Some suggestions for future research on
marketing to BOP have been made on the basis of
the literature review. In preparing this article, the
online databases EBSCO and ABI were accessed us-
ing search terms bottom of pyramid, base of pyra-
mid and subsistence markets and articles that have
appeared in English till September 2010 articles
were downloaded and reviewed. This review does
not include BOP-related work that has been pub-
lished in other media such as conferences, working
papers, etc. which were not available on the above
databases.

RESULTS AND DISCUSSION

The concept of BOP was introduced by Prahalad
and Hart (2002). Their thesis was that there were sig-
nificant opportunities for MNCs to generate prof-
its while simultaneously making a social contribu-
tion through marketing specially-designed products
and services to the over 4 billion people who occupy
the lowest tier in the world’s economic pyramid. The
BOP market has been defined as persons who have
an income of less than US$ 3000 per capita per an-
num on a local purchasing power basis (Hammond
etal., 2007). The size of the BOP market has been es-
timated at US$ 5 trillion and the major product/ser-
vice categories comprising the total BOP market are
estimated to be food, energy, housing, transporta-
tion and health. The concept of subsistence mar-
kets is closely allied to the BOP concept (Viswana-
than and Rosa, 2010). Subsistence means a level of
resources which is just sufficient for everyday living
although subsistence consumers can have rich lives
in family situations and community networks.

There are a variety of reasons for firms to under-
take BOP and subsistence market initiatives. Marti-
nez and Carbonella (2007) have proposed that “firms
that are searching for new markets and business op-
portunities may find a means to commercial revital-
ization and ethical commitment by concentrating
on the most disadvantaged”. Hahn (2009) has at-
tempted to derive an ethical rationale for engaging
with the poor through BOP initiatives. He links BOP
initiatives to sustainable development and suggests
that the concepts of inter generational justice and
intra-generational justice could serve as the ethical
basis for engaging in BOP activities.

Business Issues in BOP Markets

A review of the BOP and subsistence market lit-
erature enabled the identification of the follow-
ing business issues: These issues are important and
need to be consciously addressed prior to starting
a BOP initiative.

1. The definition of BOP segment is not very pre-
cise. Prahalad and Hart (2002) indicate that the BOP
segment consists of 4 billion people who earn less

than $1500 per annum. Hammond et al. (2007) con-
sider BOP at income levels of less than $3000 per
annum on a PPP basis. Prahalad (2004) indicates
that there are 4 billion people who live on less than
$2 per day. These varying estimates suggest that the
BOP lies within an income range of $2 to $6 per day.
More research is required to develop a more precise
and widely accepted definition of BOP segment.

2. If firms need to engage with BOP, they need to
be clear how will the BOP venture be viewed and
evaluated within the firm? Several firms undertake
welfare activities for consumers and citizens under
the ambit of CSR (corporate social responsibility).
These CSR activities do not have a profit motivation.
Hence, when engaging in BOP initiatives, firms must
ask the question - Is the venture going to be a for-
profit activity or will it considered as a corporate so-
cial responsibility activity (CSR)? What are the moti-
vations for undertaking this activity? Is the primary
aim market expansion or is it part of strategic intent
which aims to stretch the organization’s capabilities?
(Elyadi and Harrison, 2010).

3. Ethical issues are important in BOP. Does the
firm have an ethical checklist which will guide activ-
ities in the BOP? Are ethical compliance standards
built into the business and operational processes?
(Davidson, 2009; Hahn, 2009).

4. Firms will find it difficult to implement success-
ful BOP initiatives on their own. Does the firm have
a plan for establishing linkages with multiple insti-
tutions within the commercial, government and
non-governmental sectors for implementing BOP
initiatives? (Prahalad and Hart, 2002).

Marketing issues in BOP and Subsistence
Markets

The extant literature on BOP and subsistence
markets throws up a number of marketing issues
that need to be addressed by firms undertaking BOP
initiatives.

1. Consumer analysis: Understanding the needs,
wants and current behavior of BOP consumers is
indeed a challenge as these consumers may have
unique needs and motivations. For example, Barki
and Parente (2010) found that the BOP consumers
desired products which help enhance and main-
tain self respect and dignity. Important questions
that need to be asked in BOP consumer research are
— What are the key consumer goals? Which product
categories are appropriate for BOP? How much can
consumers pay?

2. Company skills and resource analysis: BOP and
subsistence market activities are often significantly
different from conventional marketing activity the
firm may have undertaken previously. It is impor-
tant for firms to carry out a thorough analysis of the
requirements and availability of technological, fi-
nancial, knowledge and human resources before
initiating BOP activities.
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3. Competition analysis: BOP and subsistence
consumers have limited options and often purchase
fewer categories. They may substitute one category
for another. Hence competition analysis in the BOP
segment must cover not only competition at the
product or brand level but also at the category level.

4. Collaborator analysis: Creative approaches are
required to develop and implement channels of dis-
tribution for BOP and subsistence markets. In some
locations particularly in BOP communities in urban
agglomerations, it is possible to draw out the BOP
consumers from their place of residence and attract
them to modern stores situated nearby. In other lo-
cations especially widely dispersed rural areas, this
will be difficult if not impossible and the channel
must deliver the product or service at a place that is
very close to the consumer’s residence.

5. Segments and targeting: BOP and subsistence
markets are not one amorphous group but can be
segmented based on standard segmentation criteria.
Ireland (2008) recommends that firms should focus
on urban BOP consumers, particularly in markets
which have high levels of urbanization. He believes
that the urban BOP consumers can be segmented
easily compared to rural BOP consumers.

7. Positioning: A typical option in positioning is
to build an aura of exclusivity around the purchase
and use of the product. In the case of BOP, a more
effective option is to communicate the idea of inclu-
sion, an idea which enables the BOP consumers to
think that they can also aspire to middle class like
status by purchasing and using high quality brands
that are normally targeted at the middle class and
higher tiers of the income pyramid (Ireland, 2008;
Pitta, Gueslaga and Marshall, 2008).

8. Products: Prahalad and Hart (2002) call for the
application of modern technology for creating suit-
able products and services for the BOP segment. It
is not appropriate to market products based on old
technology that has been phased out from devel-
oped countries. Rather, the products should be of
high quality, meet the consumer needs, and con-
tribute to sustainability. Given the purchasing con-
straints that most BOP consumers face, package size
is often a critical issue. Many firms have tried devel-
oping small pack sizes of existing products.

9. Pricing: The extant literature on BOP and sub-
sistence markets emphasizes the importance of the
pricing decision when marketing to BOP. Several
studies point out that the poor pay more for the
same products which are available at lower prices
to consumers in other segments. While lower prices
are certainly necessary to address affordability in the
BOP segment, merely reducing pack size or serv-
ing size to offer lower prices is not the way to suc-
ceed (Karnani, 2007). It is necessary to find ways and
means to help BOP consumers to increase their in-
comes, and create processes for offering credit and
installment payment plans to BOP consumers.

10. Distribution: Setting up a distribution network
that serves BOP and subsistence markets is possibly

one of the most difficult tasks in marketing to BOP.
The bulk of the BOP consumers in emerging mar-
kets live in widely dispersed villages and rural towns
which have minimal distribution infrastructure like
roads, transport and communication possibilities.
The shops that exist in these villages are very small,
and stock only a few items like foodgrains, cooking
oil, and some packaged consumer goods. Creating
a distribution system that delivers products to these
rural consumers is a costly and difficult undertak-
ing. However the BOP literature has documented
anumber of examples of firms in emerging markets
that have created special distribution networks for
serving BOP. Hindustan Unilever in India is one of
the firms which have made great strides using a net-
work of rural distributors, rural wholesalers and self
help groups (Rangan, 2003; Prahalad, 2004). Many
BOP and subsistence consumers live in the urban
slums. Several firms have created networks that de-
liver products to small retail outlets operating in
these slums. In addition to using existing retailers
operating in these areas, some firms have created di-
rect distribution networks for BOP markets that use
multi-level marketing (Ireland, 2008). BOP and sub-
sistence consumers have very limited disposable
income and therefore require credit and payment
flexibility at the retail level. Recent developments in
microfinance distribution promise to make finance
available to BOP producers at reasonable rates. This
should help in addressing some of the financial con-
straints that these consumers face.

11. Promotion: Many consumers in BOP and
subsistence markets may have high levels of func-
tional illiteracy (Viswanathan, Rosa and Harris, 2005,
Viswanathan, Sridharan and Ritchie, 2010). These
consumers may use pictographic thinking while
processing brand-related information; they may
make a purchase decision on the basis of a single at-
tribute because they have difficulties with abstrac-
tions; and they often trade-off economic value and
convenience for emotional goals. Functionally illit-
erate consumers develop various coping strategies
to cope with the challenges of shopping. These strat-
egies may consist of avoidance strategies like buy-
ing at the same store, buying in smaller shops, buy-
ing only known brands, and buying small amounts
more often to avoid large scale cheating. Other
strategies may include establishing relationships
with store personnel, seeking help in the store, buy-
ing one item at a time to avoid loss of control over
cash, etc.

12. Loyalty: Brand loyalty can be expected to be
high in BOP and subsistence markets. This is be-
cause poor consumers have very little margin for er-
ror and try to reduce risk by purchasing well-known
brands which are viewed as less risky compared
to cheaper local brands. The area of brand loyalty
among poor consumers may be a good area for fu-
ture research.
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A Research Agenda for Marketing to BOP and
subsistence markets

This section develops a research agenda for mar-
keting to the BOP based on a review of BOP litera-
ture.

1. Brands and branding: Brands can be objects of
desire even for poor consumers. Van Kempen (2004)
found that the urban poor in Bolivia were willing to
pay a premium for designer labels. Ireland (2008)
also suggests that urban poor can view high quality
brands that are normally purchased by middle class
consumers as aspirational brands. Research by Barki
and Parente (2010) suggests that the poor consum-
ers my particularly value brands that help enhance
their dignity and self esteem.

Future research in Marketing to BOP can explore
the role of brands in this segment. Which brands are
consumers currently patronizing? Are these local
brands, global brands adapted for the local market
or global brands? Which brands do consumers as-
pire to use? What kind of relationships do consum-
ers have with their brands?

2. Marketing communication: BOP consumers
may have high levels of functional illiteracy. Re-
search in this area has indicated that functionally
illiterate consumers face many constraints in the
purchase process and hence develop unique cop-
ing strategies (Viswanathan, Rosa and Harris, 2005).
It may be necessary to make extensive use of vi-
sual information on products, packaging and brand
communication while addressing BOP markets.
Companies dealing with BOP often choose easily
recognizable, memorable brand names which have
positive social connotations (Weidner et al., 2010).
Future research could explore the role of visuals
and brand names in brand choice and brand image,
the effectiveness of various message and media strat-
egies and the preferred media for these consumers.

3. Social networks: Social networks may be very
important in BOP and subsistence markets. Con-
sumers may rely on social networks for information
and assistance in the purchase process. These net-
works may be useful for firms in communicating
brand benefits and stimulating adoption and diffu-
sion. Brands can also engender a sense of commu-
nity. Solidarity networks have developed around the
CEMEX Patrimonio Hoy brand because the brands
link strongly with prominent social values (Weidner
etal., 2010; Flores-Letelier, 2003).

Subsistence consumers face many challenges
but they do have resources which help them cope.
These resources primarily consist of social networks
in which these consumers ask for, and receive ad-
vice and assistance from members of their social
network during purchase decision making and con-
sumption. Viswanthan, Sridharan and Ritchie (2010)

surveyed subsistence consumers in India and found
that social sources of information (groups of which
they were members, family, and close friends) were
relied upon more often than non-social sources of
information (advertising, package labels and media).
Future research could focus on the type of social
networks that are most influential — family, friends,
neighbours, co-workers and the role of social net-
works in the introduction of new products, in the
promotion of existing products and in the choice of
purchase outlets.

4. Research methods: A variety of research meth-
ods have been used in studying BOP and subsis-
tence markets. Some of these methods may also be
useful in carrying out research on branding in BOP
contexts. Prahalad and Hart (2002), Prahalad (2004)
and Karnani (2007) have used case studies and the-
oretical arguments to develop and analyze the BOP
concepts. Subsequent authors like Elyadi and Har-
rison (2010), have also used case studies. Some writ-
ers have used extant case studies to derive gener-
alizations (Weidner, Rosa and Viswanathan, 2010;
Subramanyam and Gomez-Arias, 2010; London,
Anupindi and Sheth, 2010). Qualitative in-depth in-
terviews have been used by Viswanathan, Rosa and
Harris, 2005; Chikweche and Fletcher, 2010; and
Barki and Parente(2010). The study by Chikweche
and Fletcher (2010) which investigates the behavior
of subsistence customers in Zimbabwe used an in-
teresting research design. The study employed qual-
itative consumer interviews, focus groups and eth-
nographic observations. The main researcher and
a rescarch assistant lived in the subsistence com-
munity and observed the consumers at close hand.
Viswanathan, Sridharan and Ritchie (2010) have
used a survey approach to study subsistence market
consumers in Chennai, India. Their research assis-
tants administered a questionnaire in the local lan-
guage Tamil.

Research on brand personality typically uses aca-
demically validated scales such as those developed
by Aaker (1997). In this approach, brands are rated
on various traits using a five-point scale. Romanuik
(2008) suggests that there is a simple but effective al-
ternative method for measuring brand personality.
This method is the free association method used in
commercial advertising research. Romanuik (2008)
found that the results obtained by using free asso-
ciation were similar to those obtained by using the
trait scale method. This result is interesting since the
free association method is easier and quicker to ad-
minister and may be more appropriate for BOP con-
texts.

Future research could be directed towards the de-
velopment of more effective research methods us-
ing a combination of qualitative and quantitative
methods and appropriate analytical techniques.
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SUMMARY

BOP and subsistence market concepts have received substantial attention in recent years in academic
and managerial circles. The objective of this paper was to review the literature on BOP and subsis-
tence markets and develop a research agenda on marketing to the BOP. The paper is based on aca-
demic literature available on online databases such as EBSCO and ABI and does not include BOP-
related work that has been published in other media such as conferences, working papers, etc. Some
suggestions for future research have been made on the basis of the literature review.

The BOP thesis (Prahalad and Hart, 2002) states that there were significant opportunities for MNCs to
generate profits while simultaneously making a social contribution through marketing specially de-
signed products and services to the people who occupy the lowest tier in the world’s economic pyra-
mid. The number of people in this segment has been estimated to be between 2.7 billion and 4 billion
and the market value is estimated to be between $1.2 trillion and $5 trillion.

In this paper, the literature on BOP and subsistence markets has been reviewed and important busi-
ness issues have been identified. These issues are - size of BOP market; motivations for undertaking
BOP initiatives; ethics; and external linkages. Then specific marketing issues related to the BOP seg-
ment such as consumer analysis, company analysis, collaborators, competition and context, segmen-
tation and positioning and issues relating to marketing program design and implementation are ana-
lyzed. Based on this analysis, the paper develops a research agenda for future research on BOP and
subsistence markets.

The research agenda for marketing to the BOP is developed in four areas — brands and branding, mar-
keting communication, social networks and research methods. With respect to branding interesting
research questions are — which brands are consumers currently patronizing? Are these local brands,
or global brands adapted for the local market, or global brands? Which brands do consumers aspire
to use? What kind of relationships do consumers have with their brands? With respect to marketing
communication it would be useful to find out the role of visuals and brand names in brand choice
and brand image, the effectiveness of various message and media strategies and the preferred me-
dia for these consumers. Social networks appear to be important in BOP. Hence academic research
could focus on the type of social networks that are most influential - family, friends, neighbors, co-
workers and the role of social networks in the introduction of new products, in the promotion of ex-
isting products and in the choice of purchase outlets. Finally, research methods that are deployed in
researching consumers in higher income tiers may not be appropriate for BOP. Therefore, future re-
search could be directed towards the development of more effective research methods using a combi-
nation of qualitative and quantitative methods and appropriate analytical techniques.
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