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Abstract

The objective of this study is to outline a diagnosis of the Base of the Pyramid Population (BoP) in Brazil, regarding their
size and consumption characteristics. Thisis arelevant and current issue, considering that BoP needs to be understood as a
large potential market with its own logic, aso representing a large productive potential, which, if well developed, will bring
very positive impacts to these communities. To achieve this, a theoretical survey was run. After that, research was made
based on secondary data about Brazilian BoP population participation and a mapping of their consumption profile,
identifying main categories of goods consumed. This research generated meaningful results for society, companies and the
academy, hopefully consolidating a relevant line of research and management education.
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1. Introduction: context, research problem and
objectives

The literature on the base of the pyramid (BoP),
developed in Brazil and abroad mostly from the late
1990s has highlighted the benefits of the establishment of
mutual value and opportunities for businesses and
communities, according to studies conducted by Prahalad
and Hammond, 2002; Prahalad and Hart, 2002;
Giovinazzo, 2003; Prahalad, 2004 and Spers, 2007.

There has been a growth in the profitable businesses,
which are able to successfully meet the BoP market
needs and at the same time, get a reduction in poverty
and a higher inclusion of this portion of the population
into the economy and society, according to studies
caried out by London et al (2007) and London,
Anupindi and Sheth (2009).

From the companies viewpoint, an effort is observed
aming a the new products and services and new
processes development, as well as adjustments to the
business strategies towards the suitability to the base of
the pyramid markets, according to studies conducted
abroad by Prahalad (2004) Prahalad (2005), Hart (2005),
Hat and London (2005), Hammond et al (2004),
Hammond et al (2007) and London (2004).

Also in Brazil, studies and researches can be identified
that show the companies strategies to meet the base of
the pyramid market needs, such as those by Giovinazzo
(2003), Spers and Wright (2006) and Spers (2007),
which demonstrate that companies focusing on BoP have
obtained better results, in terms of growth, profits and
operational results, than those companies focusing on
socia classes A and B.

However, in this context it also becomes relevant to
know the base of the pyramid needs, as consumers and
also as producers. Given the above, a question arises:
What are the consumption characteristics of the BoP
population in Brazil?

It is understood that this is a relevant and current issue,
bearing in mind that BoP needs to be understood as a
large potential market with its own logic, besides aso
representing a large productive potential, which, if well
developed, will bring very positive impacts to these
communities. This research is expected to generate
meaningful results for society, companies and the
academy, with the potential to be developed over the
medium and long term, with a view to consolidating a
relevant line of research and management education.

Taking into consideration the research questions
submitted, the main objective of the study isto map out
a diagnosis of the BoP population in Brazil, with
regard to the consumption dimension.

The specific objectives of the study are:

1. Toidentify the current participation of the BoP
population in Brazil;

2. To map out the consumption profile of the BoP
population in Brazil, identifying the main
categories of products and services consumed;

3. To andyze if the characteristics of BoP
consumption in Brazil are consistent with the
national and internationa literature on the
theme.

2. Characterization and behavior shopping of the
BoP in Brazil

The social dtratification may be defined according to
different parameters. In his work, Prado (2008) carried
out an effort to seek in the Brazilian academic literature
the classification of popular market and redized that
there is no consensus regarding this classification, it can
be related to Brazil Criterion; to the amount of minimum
wages and to the very understanding of each author about
the formation of the low-income market in Brazil,
according to datain Table 1 below.
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Table1 - Low incomein Brazilian academic papers

Authors Classification
Schneider (1978) Monthly hqu_sehold incomeupto 5
minimum wages

Arruda (1981);

Zamith (1993); Monthly household income less than
Alves (2006); Reis or equal to 3 minimum wages

(2006)
Socioeconomic class C (monthly

Giovinazzo (2003); | household income between 4 and 10

Issa Jr. (2004); Barki
(2005); Spersand

minimum wages) and
Socioeconomic classes D and E

Wright (2006) (monthly household income less than
4 minimum wages)
Marques (2004);
Lima, Gosling and Socioeconomic classes C and D
Matos (2008)

Mattoso and Rocha
(2005); Mattoso
(2005); Cadtilhos
(2007)

Housing location

Parente, Barki and
Kato (2005)

Household income less than R$
1.200,00. This amount represented at
the time the study was conducted, 4
minimum wages

Mouraet a. (2006);
Ponchio, Aranha and

Monthly household income below 4

Todd (2006); minimum wages
Ponchio and Aranha a0
(2007)
Assad and Arruda Socnoeconomlc clm DandE,
with monthly household income less
(2006) .
than 4 minimum wages
Barros (20064); Group of domglc workqs residents
in the Baixada Fluminense
Barros and Rocha . h
(2007) neighborhoods, State of Rio de
Janeiro
Definition through the logic of
"lacking" because they do not have
the required goods to be fully
Barros (20060) included in the consumer society,
ended up being disqualified as
consumers
Chen (2006);
Moreira (2006);

Ve oso e Hildebrand
)(2006); Veloso,
Hildebrand and Daré
(2008)

Socioeconomic classes C, D and E

Sobral et al. (2006);
Parente, Barki and

Monthly household income below 10
minimum wages

Kato (2007)
Silvaand Parente | Monthly household income between
(2007) 2 and 5 minimum wages
Monteiro, Silvaand Monthly household income below
Ladeira (2008) R$1.000,00

Source: Prado (2008)

Consumption Characteristics Mapping of the
Base of the Pyramid (BOP) Population in Brazl

A common and trustworthy definition is the one that uses
the classification by average household monthly income,
based on data from the National Household Sample
Survey (PNAD-IBGE, 2010). Based on this study, the
popular class (or the base of the pyramid, as defined in
this study) is made up of families earning average
income up to 10 minimum monthly wages.

For IBGE (2010), the class A is made up of the families
that receive above twenty minimum monthly wages, the
class B consists of the families that receive between ten
and twenty minimum monthly wages and the popular
classes C, D and E, consists of the families that receive
below ten minimum monthly wages, being divided into
the following categories. &) between five and ten
minimum monthly wages the representatives of the class
C, b) between two and five minimum monthly wages the
representatives of the class D and c) the families that
receive less than two minimum monthly wages the
representatives of the class E.

This study will adopt the classification criteria proposed
by the IBGE (2010), being the criterion of average
household monthly income a metric available and
reliable, which qualifiesit as an option to be used for this
study.

Spers and Wright (2011) highlights that the base of the
pyramid population consists of the classes C, D and E, a
group of potential customers who, if included as part of
the consumer market, can generate lots of wealth and,
consequently, social inclusion and social welfare state.

The shopping behavior of the base of the pyramid
(BoP) population

The change in the Brazilian socioeconomic structure was
due to a better income distribution and the increase in
average household income. In accordance with anaysis
carried out by Wright and Cardoso (Spers cited in
Wright, 2006) it was observed an increase in the number
of families with average monthly income between 2 and
5 minimum wages in the period 1992-2004. The higher
income led to the change of members from the class D
and E to the class C over the years. The classes C, D and
E, together, accounted for 88% of the total population in
2011 (CPS/ FGV, 2012).

In this scenario, where most of the population belongs to
the base of the pyramid, attention should be given to the
consumption of popular and essential goods to meet the
demands of low-income market.
Cobra (2009) states that the popular class purchases,
primarily for survival, while the upper class purchases
also to boast the luxury.
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Vaz (2006) points out that the consumers with low
purchasing power are seen, generally, as people who do
not have money to spend and therefore appreciate lower
prices, second-tier brands and are dependent on credit
plans systems. However, considering this market size,
the lower classes represent a significant purchasing
power that is waiting to be explored. The base of the
pyramid represents a large share of Brazilian society that,
despite having a restricted budget, is increasingly
exposed to the advertising, publicity and influences that
awaken the consumption desire and has available income
to choose what to purchase, being the price, athough
important, only one of the attributes to be analyzed in the
purchasing process.

Complementing this analysis, Wright et a (2000) apud
(as cited) in Spers and Wright (2011) emphasize that,
although relevant, price is not the only determinant factor
in the purchasing process of popular class: The stores and
products must be attractive, be stylish and these income
range customers must be treated with respect and, in
addition, these popular consumers’ desires and needs
must be satisfied, which is not always reflected by what
is cheaper and required for survival.

According to Prahalad (2005), the consumption capacity
creation is based on three basic principles: Purchasing
power, access and availability of goods/services. The
author also states that the BoP population is highly brand
aware. And it is also extremely conscious about value,
considering the necessity and the impossibility of
repurchasing.

According to a study disclosed by BCG (2002), carried
out with consumers of popular class (restricted to people
in the age group of 18-64 years old and heads of
household) in Brazil, the base of the pyramid consumer is
subdivided into three groups according to their
consumption profile: The consumerist, the planner and
the reserved. The "consumerist" consumer profile is
described as an adventurous, outgoing, vain and
dreamlike person. This base of the pyramid group grew
accustomed to living with debt and do not worry too
much about it. It is a consumer who buys for pleasure,
the products related to personal image being the focus of
its consumption. This portion represents 40% of the
studied public, featuring a large consumer market in the
sector of fashion and beauty, for example, beyond the
staple products.

The "planner" consumer profile, according to BCG,
2002, is more cautious. This consumer spends hisincome
sparingly and is skeptical regarding to advertising.
Because he cares about the future, he invests in his
education and in their children. He hates debts and, in
few months, manages to save a buck. This profile,
although at first glance, has few consumption off their

essential  needs, knows very well the products he
purchases as well as his consumption desires. Thus, this
is a challenging consumer profile who gives great
importance to the low price, but also resorts to a higher
amount when he realizes that the quality of the product or
service is relevant to this expenditure. This consumer
represents 36% of the studied base of the pyramid total
consumers.

Finally, the research shows that the minority of study
population (24%) consists of retracted consumers: People
who focus on price and buy only if it is necessary: Their
needs and their families’ needs, the paper states. This
profile resembles the ideal of Cobra (2009) and of
common sense when it comes to the consumer of the
base of the pyramid. The conclusion of the paper is that,
despite being difficult to speak of a standard for the
popular class, a feature common to all profiles comes to
the fore: Consumers pertaining to the popular class
neither invest nor save, they consume.

According to the Data Popular (2006), young people
prevails in the popular classes, 30% of the class C is
comprised by people under 20 and in classes D and E, the
percentage is 41%. This ratio significantly impacts the
consumption profile, and stands out opportunities in
some product segments, among them the education of
these young people.

According to research by BCG (2002), the price has a
weight of 31% to 38% on the purchase decision,
according to the product category. But despite the price
being relevant, this group has increasingly trying to
project its quest for socia status in products that class
A/B consumes as well as looking for quality in the
purchased goods and services.

The low-income consumers have the need for social
inclusion, as opposed to the upper classes consumers,
who want to be unique. Poorer consumers feel excluded
from society; living in the fringes of society they feel
inferior. The consumption, in turn, offers a sense of
belonging in the group, is a way to feel as a part of
society. To consume is good for self-esteem of such
consumers (Oliveira, 2006).

Based on these concepts, secondary data will be
analyzed, considering the following framework:

1. Thecurrent participation of the BoP population
in Brazil will be analyzed, considering that
BoP population is made up of families earning
average income up to 10 minimum monthly
wages.

2. The consumption profile of the BoP population
in Brazil will be mapped out, identifying the
main categories of products and services
consumed, in the light of the literature review.

T
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M ethodological approach

Green and Carmone (1988) and Malhorta (1996) point
out that once the research problem has been clearly
formulated, it is needed to develop the research planning,
organizing the conditions for data collection and analysis.
Considering this study, main objective is to draw up a
diagnosis of BoP's population in Brazil, with regard to
the consumption size.

With respect to the research characterization, according
to Aaker, Kumar and Day (2001), this research can be
characterized as exploratory, in accordance with its
purpose, research issue, the accuracy of the hypotheses
developed and method of data collection. This type of
research is used when an understanding is sought on the
general nature of a problem, on possible alternative
hypotheses and on the relevant variables that need to be
regarded.

For this sort of research, the methods are quite flexible.
They are not structured and qualitative, so that the
researcher begins his study without preconceptions about
what will be found (Aaker, Kumar and Day, 2001). The
lack of a strict structure alows that different ideas and
clues on the situation be investigated.

As for sources, this study used secondary surveys of
specialized publications, which provided the data on the
paticipation of BoP in Brazil and their main
consumption characteristics that alowed the data
analysis and interpretation as well as the development of
initial findings under the theoretical references light.

Initially, to carry out a diagnosis on the BoP current
situation, a survey of secondary data was conducted in
avallable and reliable databases which alowed the
analysis on the current participation and the trends about
the BoP relevance on the Brazilian income structure.

Then data surveys were done on secondary sources about
the BoP population consumption in Brazil, in order to
identify a consumption pattern and an analysis in the
light of the theoretical reference.

Quantitative and qualitative data were used in research,
collected based on the documents analysis, evaluation of
historicd and current data, records, reports,
governmental documents and opinions, which are
suitable for the a research of exploratory nature, as
described by Scharamamm (1971), Yin (1994), Miles
and Huberman (1994), Schindler and Cooper (2003).

Consumption Characteristics Mapping of the
Base of the Pyramid (BOP) Population in Brazl

Presentation and results analysis

According to data published by CPS / FGV (2012), in
2011, the classes A and B accounted to 12% of the
Brazilian population, the class C accounted to 55%, and
the classes D and E accounted to 33%. For 2014, it is
projected that the higher strata will increase their relative
share in the pyramid, encompassing 15% of the
population, the middle stratum will also present growth,
totaling 60%, and the lower classes will constitute 25%.
The IBGE data (2011) shown in Table 2, which serve as
reference for this study, show the evolution of sdary
ranges over 10 years.

TABLE 2 - Families per monthly household income
classesin Minimum Wage (MW) -%

Income Ranges 2001 2002 2003 2004 2005 2006 2007 2008
Up to 1 MW 131 137 146 134 149 148 142 135
Between 1and 2MW 193 202 20,6 217 226 234 224 223
Between 2and 3MW 147 153 159 155 159 170 168 169
Between 3and 5MW 181 179 182 191 182 176 186 192
Between 5and10 MW 165 16,0 148 152 148 143 142 145
Between 10and 20 MW 81 76 71 69 62 59 61 60

Over 20 MW 45 43 36 33 30 27 25 25
No Income 38 32 33 29 28 25 27 22
No Statement 21 19 20 22 16 20 25 28

Source: IBGE, National Sample Survey of Households
2001/2011

These data reved that the Brazilian BoP, i.e. the
population with average monthly household income
below 10 MW represents the vast magjority of the
population. This portion of the population accounted for
81.7% of the total population in 2001 and 85.6% of the
total in 2011. Graph 1 shows the evolution of the number
of BoP familiesin thelast 10 years.
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GRAPH 1 - Evolution of BoP from 2001 to 2011

Source: Prepared by the authors based on data from
IBGE (2011)
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In the context of the base of the pyramid it stands out the
class C, which has always been a representative socia
economic class in the Brazilian socia pyramid,
consisting of a portion of people whose average income,
according to the Brazilian Association of Research
Companies (Criterion Brazil) is around R$ 1.700,00
(average monthly household income). In 2005 it
accounted for 35% of the population, while classes D/E
were the mgjority, totaling 51% (Figure 1).

FIGURE 1 - Economic Social Classes Evolution
Source: Cetelem - Ipsos- 2012

Between 2005 and 2011, approximately 40 million
people turned to be part of the class C, according to
CETELEM (2012) research and as shown in Figure 1.
Thus, the C class now comprises 54% of the population
in 2011, compared to 24% of the classes D/E. Entry of
another 30 million Brazilians is estimated in the class C
until 2014. Thus, analyzing the social classes’ evolution
throughout the years, it may be noted that the class C has
achieved a greater room in the Brazilian population in an
accelerated form.

In addition to this significant increase in the number of
people belonging to the base of the pyramid, their income
has also seen significant growth, being around 8% over
the previous year (Class C), as shown in Graph 2. Still
analyzing this graph, it can be noticed that the increasein
total average household income in the country was
mainly driven by the class C income growth.

GRAPH 2 — Average household income for each
consumption segment
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Consumption profile of the BoP in Brazil

According to Wright and Spers (2011), compared with
the other classes, the base of the pyramid consumers
feature a consumption pattern focused on their basic
needs satisfaction, the housing and food capturing most
of this population income, followed by energy and
transport. The data in Table 3 below support this
statement, showing the size of the popular market of
housing, food, transportation, clothing and health care,
which represent the main expenditures of the base of the
pyramid people. These data are aso aligned with the
concepts presented by Cobra (2009) on the relevance of
key products and services in the consumption of low-
income consumers.

TABLE 3 - Overview of the percentage of expense
and size of markets of the key sectorsin the Brazilian
family spending at the base of the pyramid

Principal Market sizein
applicationsof the | themain sectors
budget (in billions)
Housing - 37,2% R$ 46,2
Range 1 - up to Food — 3217% R$ 40,7
> minimum Transportation — R$ 10,1
wages 8,2% R$ 6,6
Clothes—5,3% R$5,1
Medical Care-4,1%
Range 2 more Housing — 36,8% R$ 39
than 2 up to 3 Food — ?9,8% R$ 31,5
mini mum wages Transportation - 8,6% R$9,1
Clothes—5,7% R$6,0
Medical Care - 4,7% R$4,9
Housing — 35,9% R$ 60,9
Range 3— more Food - 25,4% R$ 43,2
than3upto5 Transportation — R$ 18,5
minimum wages 10,9% R$9,8
Clothes - 5,8% R$84
Medical Care-5,0%
Housing - 32,7% R$ 81,1
Range 4 — more Food - 21% R$ 52
than 5up to 10 Transportation — R$ 33,2
minimum wages 13,4% R$ 14
Clothes—5,7% R$ 13
Medical Care— 5,2%

Source: Prepared by the authors based on data from
IBGE (Household Budget Survey 2008-2009)

Other significant expenditures for the BoP population are
hedlth care (6%), especialy spending on medicines (4%
of income), and taxes and labor contributions,
representing 4% of the expenditure.

It is noteworthy that the BoP population spends some
money on tobacco (1%), with hygiene and personal care
(perfumes and personal products), and also with personal
expenses, such as hairdressers (1%).
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reference. According to Oliveira (2006), for the BoP
population, consumption is away to feel part of society.
Consuming is good for such consumer‘s self-esteem.
Spending on appliances, clothing and shoes, vehicle
acquisition, personal care products, recreation and culture
should represent this inclusion role, in addition to
meeting the essential basic needs.

Conclusion (Final thoughts)

The main objective of this study is to outline a diagnosis
of the BoP's population in Brazil, with regard to the
consumption size. To achieve this goal, a theoretical
survey was made in the international literature, and
especidly in Brazilian literature, identifying the base of
the pyramid main characteristics. After the theoretical
survey, a research was made based on secondary data
about the Brazilian BoP population participation and a
mapping of the consumption profile, identifying the main
categories of the goods consumed.

The definition adopted in this study for the BoP
population (or also known as low-income or popular) is
the one that uses the classification by average monthly
household income, based on the data from the National
Household Sample Survey (PNAD-IBGE, 2010). Based
on this study, the popular class is composed of families
with income up to 10 minimum monthly wages.

The data show that there was a population increase of the
Brazilian BoP in the last 10 years, from 82% of the
population in 2002 to 86% in 2012. It is noteworthy that
this increase was mainly due to enlargement of the class
C, having in view a narrowing of the classes D/E mostly.
Such analyses show the class C strengthening and it has
now a stronger appearance and more importance in
consumption context.

In addition to this significant increase in the number of
people belonging to BoP, their income has also seen
significant growth, around 8% in 2011 compared to
2010, for the class C, according to data anayzed. The
data show that the increase in total average household
income in the country was mainly driven by the class C
income growth.

These analyses confirm the statements made in the theory
about the base of the pyramid relevance and its
consumption potential according to statement of foreign
authors Prahalad and Hammond, 2002; Prahalad and
Hart, 2002; Prahalad, 2004 and the Brazilian authors
Giovinazzo, 2003; Spers, 2007.

By analyzing the data on consumption, it may be
concluded that in general, the average expenditures of the

BoP population are concentrated in essentia
expenditures, especially housing, food, transportation and
clothing, which constitute 70% of the BoP population
expenditures and only 48% of the expenditures of high-
income population. These expenditures include rents,
home maintenance, electricity, gas, water and sewage,
clothing and shoes, urban transportation and vehicle
acquisition.

In addition to expenditures essential goods, the BoP
population also spends money on hedlth care, smoking,
hygiene and personal care (perfumes and persona
products) and persona expenses, such as hairdressing,
recreation and culture. It is remarkable that few resources
are spent on education by the BoP population. The base
of the pyramid population, on average, spends 90% of
their income on consumption expenditures, reaching 94%
for families with incomes up to 2 minimum wages.

These results are aligned with the theory that the BoP
population hardly saves or invests, it consumes, spending
much of their income on consumer goods, whether they
are essential or not. It isworth noting that this behavior is
closely related to the income restriction, but aso to the
concept of belonging to a social group, and to the base of
the pyramid population. Consumption is a way of social
inclusion, makes the consumer feel as an integral part of
society. Consuming is good for such consumer self-
esteem.

These findings are relevant to decision makers within
organizations, considering the relevance of the BoP
population as a consumer market. It is also vauable to
know the main categories of products that are part of the
consumption basket of the BoP population BP, and its
preferences. These conclusions should also be taken into
account by public policy managers, especialy on the
issue of education for the BoP, when considering the
small amount of money this population assignsto its own
education. It is aso important to understand that
consumption represents the economic and socia
inclusion of this population.

The study carries some theoretical and methodological
limitations. Main limitation is the fact that, the study was
based only on secondary data. In order to make the
research richer and more complete, it would be
interesting to consult the BoP population through
primary research with quantitative approach (surveys) or
qualitative, such as focus groups. It would aso be ideal
to consult a panel of experts in different areas, so that,
with their experience, they can complement the diagnosis
obtained in this study, based on secondary data. It would
be interesting to analyze the market (Brazil) and BoP
from different perspectives, considering different sectors,
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such as the tourism demand perspective, and other
important sectors.

The research carried out here alowed a consolidated
analysis on the participation of the BoP population in
Brazil, as well as the income evolution of this population.
The analyses lead to the confirmation of BoP as a
consumer segment of the population. The analyzed data
aso revea the consumption profile of the BoP,
reinforcing a genera perception that the essential goods
are relevant for this population, but aso alowing for a
deeper analysis on the perception of this population
segment with regard to price, quality and consumption of
goods that bring a higher personal satisfaction and sense
of belonging to a social group and socia inclusion. The
results are important for the strategic planning of
companies from different sectors, such as housing, food,
transportation, clothing, health care, education and
recreation, including tourism.
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