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Principles for Developing
Moral Leaders

BOP and The Ethical
Perspective

One way to get
around the ethical
debate of BOP is to let
the companies
involved in BOP
markets, whether in
the developed
countries or
developing countries,
be open and do what
is best for them.
If MNCs want to help
the poor in BOP
markets, they should
help the companies
from emerging
countries by forming
alliances and creating
the so-called
ecosystems.

The pathbreaking book, The Fortune
at the Bottom of the Pyramid, by late CK

Prahalad, the renowned management guru,
brought to focus the world’s most exciting
and the fastest  growing market: the bottom
of the pyramid consisting of the world’s 4
billion poor who make less than $2 a day.
In Prahalad’s own words, this poor
representing the so-called Bottom of the
Pyramid or BOP, cannot be just ignored
because of their immense buying power and
entrepreneurial capabilities. But, according
to him, Multinational Corporations (MNCs),
“have undermined the efforts of the poor
to build their livelihoods” and done “greatest
harm” by ignoring them altogether.

By putting the blame on MNCs for the
misery of the four billion poor, Prahalad made
a case and created a worldwide movement
that brought the attention of the top
executives of world’s largest corporations
to a pressing humanitarian need. He also
had found a mantra to finally grab the
private companies’ attention to help
eradicate world poverty.

While focusing on this 4 billion poor
people, Prahalad highlighted the fact that
by virtue of their numbers, the poor
represented a significant market segment
that needs to be unlocked. According to
him, the major BOP economies, valued at

$12.5 tn as a whole were more formidable
“than the combined GDP of Japan,
Germany, France, the UK, and Italy”  –  in
other words, the poor were not poor after
all!

He went on to argue that the private
sector, especially the large multinational
corporations which primarily concentrated
on serving the affluent, could make a
“fortune” by exploring the BOP economies
because there was money in this sector.

While Prahalad’s argument is clear and
could be interpreted as a genuine attempt
to bring the miseries of the world’s poor
to the fore, for an MNC executive this
translates to the question of what could be
more strategic: Genuinely helping the poor
by empowering them to become
“entrepreneurs and value-conscious
consumers” or making a quick buck by entering
a newly discovered trillion dollar market by
riding on the crest of the BOP hype.

While the choice is subtle, there is an
underlying question of ethics, depending
on the untested agenda of the MNC. If the
MNC’s intention is to make a quick buck,
it may be unethical. MNCs have been sitting
on the sidelines for decades – if not centuries
– while these BOP countries have been long
struggling to raise their heads after suffering
for a long time from colonial rules, wars,
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poverty, and trade barriers. These MNCs
began to enter into these markets only after
these economies started growing. This looks
opportunistic, if not unethical.

Under this light, it is interesting to explore
the rights and wrongs of the argument of
serving the BOP markets, including the
question of ethics.

What is a BOP Market?
In the words of the management guru, the
world’s people can be categorized  based
on their purchasing power parity or PPP,
into several tiers, as shown in Exhibit I.

When we  consider the world’s population
as a whole, tiers 4 and 5 together account
for about 4 billion people.

Two things probably brought forth the
BOP argument. One, of course, is to expose
the condition of billions in this segment and
showing a way to address their aspirations
– a fact that would get world bodies such
as UN and World Bank excited.

The second is to bring to light the
economic power of the poor and the so-
called BOP markets.

The UN in an attempt to define the
world’s poor, has used $2 a day as the poverty
line. This categorizes more than 4 billion
people in the world as poor. Prahalad observed
that most of the poor people live in the
developing countries. He cited particular
examples about India’s poor. Indeed, with
close to 80% of the Indians falling in this
category, India has the largest number of
poor, at close to 900 million – certainly a
mindboggling number! Using the same
categorization of $2, there are close to 480
million poor people in China. (Exhibit II).

Even if we considered the population
levels in the year 2000 (the year in which
the study was conducted by Prahalad),  the
number of poor would still be mindboggling.

When calculating the economic power
of the BOP category, Prahalad used purchasing

power parity or PPP adjusted GDP, which
was higher than the respective row GDP
for all of the BOP markets. In India, for
example, PPP adjusted GDP was about 3
times the row GDP. In the case of China, it
was about two and a half times.

Prahalad pointed out that the combined
PPP adjusted GDP of BOP countries – Brazil,
Russia, India, China, Mexico, Indonesia,
Turkey, S. Africa, and Thailand – was about
$12.5 tn, which was larger than the combined
GDP of Japan, Germany, France, UK, and
Italy. In fact in the year 2002 in which these
numbers were calculated, the PPP adjusted
GDP value of $12.5 tn of the BOP economies
was considerably larger than even the GDP
of the US.

In the year 2009, the PPP adjusted GDP
of the BOP market ballooned to $20.8 tn;
further upholding Prahalad’s statement. The
economic power of the BOP was still
significantly larger than the $14.2 tn GDP
of the US economy – a fact that would make
any CEO to jump in at once to grab a piece
of that huge market.

BOP is Everywhere
If one looks at the UN poverty level set as
earning $2 a day, many Western countries
would not have had any poor   –  which is
not true.

According to US government’s own
statistics, about 13% of the Americans fall
into the category of poor, Exhibit III.

The US definition of poverty heavily
depends on the cost of the so-called “food
basket.” Based on this definition, an American
can be making several thousand dollars
annually, but still could be categorized as
poor because the living expenses could also
be high.

As can be seen in Exhibit IV, the income
distribution pattern of the US households
makes a perfect BOP shape. Indeed, any
society with a relatively large population
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Exhibit II: The Number of “Poor”
population estimates 2009

Country % of  Population Making Approx Number
 Less than $2 a day  Population (in mn)  of “Poor” (in mn)

Brazil 13 190 25

Russia 2 140 3

India 76 1180 897

China 37 1300 481

Indonesia 53 230 122

S. Africa 43 50 22

Thailand 12 60 7

Turkey 9 70 6

Mexico 48 110 53

                                                                Total 1615

exhibits a very similar income distribution
pattern.

It is clear that wider the bottom of
the income distribution pyramid, the
larger the ratio of “poor.” Another factor
for the US to have a ‘wide bottom’ is the
income disparity, which is usually explained
in economics by a measure known as Gini
Coefficient, which is computed as a

percentage. A Gini of zero percent is a
country with ideal distribution of wealth;
and higher the Gini coefficient,  higher
the income disparity.

Since the 1970s, the Gini coefficient
level in the US has been rising gradually
from about 35% to close to 40% now –
a fact that may be explained as an impact
of globalization, perhaps.

Even a country like Japan, which had
one of the lowest income disparities in
the early 1980s, is now recording a Gini
of about 32%. Thus, Japan also exhibits
a BOP shape similar to that of the US,
albeit a little thinner, indicating a sizeable
population of the relatively poor.

The Poor in Developed
Countries
When Prahalad coined the word BOP,
synonymously associating it with
developing countries, from the income
distribution data, it also became clear
that BOP and the poor were not just
limited to Brazil, India, and the likes.

Japan is perhaps the first country to
have understood the buying power of
the poor. Following WW-II, when Japan
began to focus all its energy to develop
itself, the main target for its exports –
electrical goods, automobiles, etc. – was
the affluent poor in the US. When the
income levels gradually started rising in
the US, as well as in Europe, Japan raised
the quality of its products and expanded
the market to include premium quality
electronic equipment, TVs, and
automobiles.

This strategy of Japan worked well
until China woke up in the late 1970s
by introducing economic reforms. With
the US embracing globalization,  Chinese
goods gradually started showing up in
shopping malls across the US. By 2004,
Wal-Mart itself was importing $18 bn
worth of Chinese goods to be sold across
its vast network of stores across the US.

As China strategically increased its
sales in the US, it gradually widened the
bottom of the BOP in the US, thus making
US MNCs to look for other places to grow.

Although India was a late entrant to
the liberalization process, it has been
growing at a fast pace once it opened its
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