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At the Base of the

Pyramid

When selling to poor consumers, companies need to begin by doing something basic:

They need to create the market
BY ERIK SIMANIS

AROUND THE WORLD, four billion people live in poverty.
And Western companies are struggling to turn them into custom-
ers.

For the past decade, business visionaries have argued that these
people, dubbed the Base of the Pyramid, make up an enormous,
untapped market. Some of the world’s bigges, savviest corpora-
tions have aimed to address their basic needs—by selling them
everything from clean water to electricity.

But, time and again, the initiatives have quietly fizzled out.
Why? Because these companies were looking at it all wrong.

Put most simply: The Base of the Pyramid is not actually a mar-
ket. True, those billions of low-income people have a lot in
common. But they don’t have two of the vital characteristics you
need to have a consumer market. They haven’t been conditioned
to think that the products being offered are something one would
even buy. And they haven’t adapted their behaviors and budgets to
fit the products into their lives. A consumer market is nothing less
than a lifestyle built around a product.

Think of an example close to home. In the 1970s, bottled water
was a foreign idea to most Americans—it wasn’t part of American
consumers’ lifestyle. It took decades for large numbers of consum-
ers to accept the notion of buying something you could get free
out of a faucet—and turn bottled water into a big business. For
many poor consumers, paying for clean water or sanitation prod-
ucts seems just as outlandish.

The answer? Companies must create markets—new lifestyles—
among poor consumers. They must make the idea of paying
money for the products seem natural, and they must induce con-
sumers to fit those goods into their long-held routines.
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That means working closely with local communities in devel-
oping products and businesses, to give consumers a stake in
adopting the goods. What’s more, companies must take a wide-
ranging approach in their marketing, to give buyers as many
reasons as possible to give the products a try.

STARTING FROM
SCRATCH

»The Situation: Around the
world, billions of people live
in poverty, but\Western
companies haven't figured
out how to turn them into
customers.

»The Problem: These low-in-
come people aren't actually
a market. They haven't been
conditioned to think that the
products being offered are
something you'd even buy.
And they haven't adapted
their behaviors and budgets
to fit the products into their
lives.

»The Solution: Companies
must create markets
among poor CONSUMers.
They must make the idea of
paying money for the prod-
ucts seem natural, and they
must induce consumers to
fit those goods into their
long-held routines.

Thirsty Work

For an idea of how a
seemingly can’t-miss prod-
uct can fail, consider one of
the most rigorous efforts to
sell to the Base of the Pyra-
mid. Procter & Gamble Co.,
in partnership with the
Centers for Disease Control
and Prevention, developed
a chemical treatment called
PUR that converts murky,
contaminated water into
pure drinking water.

The development team
did everything you’re sup-
posed to do when you enter
a new market, seeking out

input from thousands of low-income consumers and visiting the
homes of slum dwellers and villagers to understand their needs.
They launched tests around the world and used local health work-
ers to help get the word out.

The final product, meanwhile, seemed perfectly suited to the
potential customers. One sachet of PUR, which could purify al-
most three gallons of water, retailed for just 10 cents. It was also
simple to use and shelf-stable, an important factor given the distri-
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bution challenges to rural villages.

But PUR was a commercial failure.
Three years of test marketing in four coun-
tries returned mostly low penetration rates
as well as a weak return on investment.

To its credit, P&G turned a story of
commercial failure into one of philan-
thropic success. Since 2004, the company
has donated or provided at cost hundreds
of millions of packets of PUR to relief ef-
forts and nonprofits through the
company’s Children’s Safe Drinking Water
initiative.

How did all the market research go
wrong? There wasn’t a market there. Yes,
when asked, villagers told the researchers
that they needed clean water and would be
prepared to pay for it. But when it came
time to buy and use the product, the villag-
ers decided, for whatever reason, that it
didn’t make sense in their lives and simply
wasn’t worth the effort.

Consider some of the changes a villager
would need to make to make PUR part of
her daily routine. She might have to reas-
sess age-old folk knowledge and home
remedies and learn about bacteria. Like-
wise, she might have to jettison long-held
beliefs about what clean water looks and
tastes like.

Then there’s the social component. The
villager might face conflicts with her hus-
band or children when money spent for
PUR sachets couldn’t go toward a weekly
Coke or other treats. And the time spent
buying the product might interrupt an in-
formal weekly chat with friends. All of
those disruptive changes outweighed the
potential benefits of PUR.

All P&G acknowledges that its market-
ing effort for PUR wasn’t successful, but

argues that it was the business plan, not the
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approach, that proved flawed. The com-
pany agrees that the real hurdle to cross
when introducing a new product, in any
market, is helping the consumer under-
stand the benefit of doing something in a
different way. P&G says that because of its
continuing educational efforts, consumers
clearly got the message and adopted PUR.

But the company says it couldn’t sustain
on its own the educational efforts on the
scale needed. So, it evolved its plan to in-
clude a series of partners. P&G now has 70
partners providing PUR packets and on-
going education in more than 50 markets,
which have delivered more than 1.6 billion

gallons of purified water.

Business With the People

How can companies overcome con-
sumer inertia at the Base of the Pyramid? A
typical strategy—trying to change people’s
mind set and behavior through an educa-
tional campaign—is often a long, uphill
battle that requires widespread and sus-
tained messages.

Instead, companies should start by get-
ting the community involved in creating,
implementing and shaping the business it-
self. The sense of ownership this brings
will help ensure that interest in the com-
pany’s product will be widespread and
sustained.

That’s the idea behind the Base of the Pyr-
amid Protocol, an innovation process
colleagues and I have developed in partner-
ship with participating corporations. Among
other places, the framework has been tested
in India by a DuPont Co. subsidiary called
Solae.

Solae, which produces soy protein, went
into a rural village in Andhra Pradesh and a
slum in the city of Hyderabad and recruited
people interested in starting a new business.
A group of about 20 women in each location

joined up and co-developed a business con-
cept: a service that would help housewives
cook great-tasting, healthy meals and pro-
vide foods using the soy.

‘Cooking Outreach’

The women partners first spent an entire
month cooking with the soy protein in their
homes, testing out recipes for their families
and perfecting culinary skills. Then they
reached out to the wider community, host-
ing “neighbor cookery days” that invited
friends considered to be expert cooks to pre-
pare their specialty dishes but incorporate
the soy protein. Then family, friends and
community leaders would taste the dishes at

aparty.

From there they progressed to doing
“cooking outreach,” meeting up with several
housewives at one person’s home to jointly
cook a healthy dish incorporating the soy
protein. A recipe booklet of the community-
inspired dishes was created.

After about six months—and before the
women were ready to formally launch the
businesses—the women were fielding daily
requests from community residents to sell
them soy protein. Now the services are mov-
ing rapidly toward profitability.

Develop a Portfolio

Another critical strategy for companies
trying to reach the Base of the Pyramid: plant
lots of seeds.

When creating a market from scratch, it’s
impossible to predict customer reaction. As
we’ve seen, even a seemingly critical product
like PUR may not gain a commercial foot-
hold. So, instead of introducing just one
product, companies should come up with a
bunch of ideas, all centered on the same core
technology, in hopes that one or two may
catch on.

This portfolio of products should be
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launched with a minimum of fixed-cost in-
vestment—to give flexibility in reallocating
resources—and companies should regularly
monitor the offerings to see which should get
more backing or tweaking, and which should
be dropped.

The nonprofit group KickStart used this
strategy to create an irrigation-pump market
that stretches across Africa. KickStart began
in 1991 by launching products that used
manually powered technology that allowed
low-income consumers to quickly make
money. Along with the irrigation pump, the
group developed an oilseed press, a block-
making press and a hay baler, among others.

KickStart tested the waters in poor, rural
areas of Kenya, mainly small family farms,
getting its products into mom-and-pop
shops—initially on consignment—and using
live demonstrations, radio advertising and
grass-roots marketing. Then it modified its
products based on consumer feedback. The
pump, for one, was re-engineered to make it
lighter and more portable. By 2004, the Mon-
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eyMaker irrigation pumps accounted for 98%
of KickStart’s total unit sales—prompting the
organization to channel its energy and re-
sources on this clear winner.

Interestingly, the pump ended up being
used for a wide range of applications, from
washing cars to watering plants in nurseries—
notjustirrigation. And thatbrings up another
crucial strategy: Companies should drive
home the idea that their products have arange
of uses.

Act It Out

Companies that are selling to an existing
market rightly focus their message on what
makes their products’ unique value—that
special something that makes them different
from and superior the competition. Doing so
helps customers make an informed decision.
But when consumers aren’t familiar with the
product concept and have no reference point
to assess value, companies must be much
more open-ended in their marketing strategy,
presenting as many possible uses as they can.

This boosts the chances that consumers
see something that intrigues them and make
the effort of trying out the product—they can
then discover for themselves how the product
makes their lives better. These hands-on ex-
periments, in turn, will make people much
more likely to work the product into their be-
haviors and routines.

For an example of how this might work,
look at the infomercials that show 20 different
things you can do with an odd tool for the
kitchen or garden. PUR could have followed
that approach—why limit the pitch to water
purification? Show how PUR can be used to
make great-tasting soups, rice and curries or
fruit juices, by adding purified water to fruit

pulp.

One final thought: When marketing to the
Base of the Pyramid, companies should be
positive. Instead of telling consumers that a
product will alleviate their hardships, compa-
nies should stress how the product will make
their lives more enjoyable. The heart-rending
stories that move donors and make for mem-
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orable media sound bites are usually not the same ones that move
consumers. PUR’s marketing, for instance, might have shown women
socializing as they cook together; families enjoying meals; kids having
fun buying fruit and then pureeing it to make juice.

P&G says it has clearly seen the benefits of a positive approach with
other products and programs. For example, the company says that in
the Philippines it developed a successful clean-hands campaign with
Safeguard soap that combined a message about bacteria with upbeat
commercials of healthy, happy children washing their hands and play-

ing.
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