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Value Creation at the Base of the Pyramid

Thomas André
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Abstract: Multinational enterprises (MNEs) have embraced thepossibility to find growth or strategic
opportunities by targeting the Base of the Pyramid(BoP) segment, while contributing to alleviate powty.
Taking stock of the notorious early BoP initiativesshows that the bet made upon this responsible conitment is
not yet won. Indeed, some were relegated to philamopic programmes or simply dismantled, highlighting a
tension to combine both societal and financial suainability. The paper questions why and how MNEs rposition
the value creation of their current BoP initiativesin regards of their Corporate Social Responsibily (CSR)
strategy. We provide an empirical analysis of presg BoP initiatives, based on an embedded multiplease study
of seven MNES’ initiatives and seventeen of theiridld projects. The paper highlights three levels ofCSR
engagement at the firm level, which will translateinto different strategies, organisations and type®f value
creation for BoP initiatives. We deliver novel ingghts for the study of the “business cases” of BoRrategies,
which aim at gaining legitimacy, incubating strategc change and reaching profitable growth.

Keywords: Multinational Enterprises, Corporate Social Resposibility (CSR), Base of the Pyramid (BoP),
business case

being an integrated part of societal responsibility
l.  Introduction concerns.

Multinational enterprises (MNESs) have embrace Private  sector involvements and academia
P : ciesearch have made their way towards the expansion

the pos_s_ibility o fi_nd growth or strategic ; poor population markets since the first
opportunities by targeting poor population market?ntroduction of the concept of “Base” or “Bottom of

while contributing to alleviate poverty of the so ‘
o ,, A o the Pyramid” (BoP) made by C.K. Prahalad and S.
called "Base” or "Bottom of the Pyramid” (BoP) Hart in 1998 (Prahalad & Hart, 1999). Companies

(Prahalad & Hammond, 2002; Prahalad & Hart unched initiatives followin [
) g Prahalad’s initial
1999). In 2000, Hewlett-Packard (HP) was one Of)cus on ventures targeting BoP markets which are

the first MNEs to launch a global and PromISING, e refore pursuing profits and social outcomes

|dr1_|t|_:':1t||v%,_ (_:glledTﬁ-lnclusmn, aimed a‘: ?clglml%etl (Prahalad & Hammond, 2002; Prahalad & Hart,
gtal divide. € program, supported by ary1999) or Muhammad Yunus' concept of social

Fiorina, :[he forr_ner CE.O of HP' extended theousiness for which ventures have a specific foecus o
company'’s traditional philanthropic engagement t%ocial outcomes (Yunus, 2008). As depicted by

become the new strategic commitment of the.. e , .
: imanis, first ventures have been highly studied
company (Traga & Foryt, 2004). E-nclusion Simanis & Milstein, 2012). Initiatives led by

produti and senices. m tndérsorved communifggndusian Lever Lid in-india and its Wheel
P dsetergent, P&G and its Pur water purification

as a prospective growth for HP in emerglngsachets, or Hewlett Packard (HP) and its e-Inctusio

countries. Five years later, Carly Fiorina was edst distribution approach shed light on the potentoal f

c-inclusion mtative, contiderng that  coun MINES 10 reach untapped markets by seling to the
! 9 oor. Critiques emerged from some academics

demonstrate sufficient returns on investmentg ;
) . bout the fact that no market exists, that the BoP
(McFalls, 2007; Schwittay, 2011). Supports to opulations should be rather included into the

Entrephrtent()aurihlf O[ﬂ m;ﬁroved e?u_gatmnf V,;ﬁr usiness models or that projects do not actually
roug ack 1o phiianthropic - aclivities o et rget the poorest (Crabtree, 2007; Karnani, 2006,

company. The case of HP is not the sole example 9b07b; warnholz, 2007). However, critiques did not

a “failure” in targeting th_e base of the p.yram'dbreak the emulation between practitioners. A few
segment. In this regard, Simanis and Milstein, Whe%

reviewing such business divestments, urge MNES ears I_ater, numerous initiatives were Iau_nche_dil wit
“bring business fundamentals back t;) the forefron, .o > o of integrating the poor populations fie t
e ; o esign of the ventures, characterizing them as a
of the BoP concept” (Simanis & Milstein, 2012)'“BOP 2.0" generation (Simanis & Hart, 2008)
This highlights the tension that MNEs are facing t | : :

reconcile both objectives of their BoP strategie;iD rojects like Grameen Danone Foods Ltd and its

: . ) o nriched yogurts distributed in Bangladesh,
namely being economically sustainable in time an atrimonio Hoy from Cemex providing financing



and services to build affordable housing extensiongeadership), their diversity of industry (i.e. csos
or the Community Cleaning Services initiated by SGector), their geographies of intervention (i.eser
Johnson in the slums of Nairobi, Kenya, show theountry) and their modality of operations (i.e.
development of ventures led by Corporate Sociaifferent business models). Ten semi-structured
Responsibility (CSR) concerns. This trendinterviews with managers or directors at the
emphasizes the aspiration of a double or everetriptorporate level permitted to focus on the strategy
bottom line from MNEs. In that sense, companiesnd organization of the cases, which completed the
seems  for having adopted Davidson'sintegration of internal documents and secondary
recommendation, whom urged MNES to incorporatelata  (institutional documents, communication
the core elements of CSR into the BoP concept “ilocuments, previous cases, and press articles).
they are to have any chance of success” (Davidso8urvey questionnaires addressed to managing
2009). In a similar way that it has been studied fodirectors of seventeen BoP projects at the fieldlle
environmental concerns and climate change issues mostly composed of multiple-choice questions
(Arjalies & Ponssard, 2010), we might wonder ifbased on the review of the literature — completed t
BoP strategies as an integrated part of a CS&ub-case analysis, and focused on the value aneatio
strategy, will have more chance to maintain anéxperienced at the local level.
scale up if CSR is itself deeply integrated inte th  Our findings clarify the deep rooting of BoP
overall business strategy. In the following, weinitiative within the sustainable development
consider CSR following the European Commissiompolicies. We reveal that the more CSR engagements
definition (2001) as “a concept whereby companieare integrated into the firms’ strategy, the mocd®B
integrate social and environmental concerns irr thestrategies will maintain and scale up. We reassert
business operations and in their interaction witthe embeddedness of a double value creation effort
their stakeholders on a voluntary basis”. Therefordor both the society and the company in MNEs
we assume that CSR cannot be solely assimilated strategy, translating into different strategies,
a philanthropic approach as it can be described wrganisations and types of value creation for BoP
some of the literature (Carroll, 1991). initiatives. We deliver novel insights for an
The aim of the paper is to question why and hovemerging pattern of the “business cases” of BoP
do MNEs implementing BoP initiatives repositioninitiatives that go well beyond the sole search for
their value creation system in regards of their CSRlirect profit. Indeed, their strategy derives from
strategy? Paradoxically, numerous multinationalshree different business rationales, nanmgdyning
continue or recently started their own BoP initiati legitimacy incubating strategic change and
Their business efforts are often motivated by athic reaching profitable growthmplementations of BoP
concerns from their directions, which helped toorojects at the local level testify that MNESs, whic
mobilize collaborators. Meanwhile, managerdntends to reshape their value creation, go agtuall
leading BoP initiatives seem overtaken by businedseyond a mere communication from the
challenges as MNEs’ directions are also requirinpeadquarters level. We present the evidence of a
short-term returns, while they are still in a prsge progressive development at the local level of
of long-term innovation to address social issuesnhanced performance and impact measurement
(Seelos & Mair, 2007). We argue that BoP strategiesethods that consider both societal and economic
will have any chance to maintain if they articulate outcomes. While more intangible returns for the
the Corporate Social Responsibility (CSR) policiescompany are acknowledged by managers but not
which are themselves clearly embedded imactually monitored, we strongly encourage future
companies’ strategy. This paper provides empiricalesearch to explore the management control for
elements to the discussion on the BoP concepgystainability performance of the BoP initiatives.
using an MNE’s perspective, as the central entitffrhis would guide managers and directors in
addressed by Prahalad’s initial work , and whiclassessing a business case, in order to build MNEs
have been identified as lacking in the present BoRationale and demonstrate the broader value creatio
literature (Kolk, Rivera-Santos, & Rufin, 2012). of BoP projects that encompass financial and
We construct our empirical analysis on arnsocietal returns but also intangible business itgac
embedded, multiple-case study for theory building The remainder of the paper is organised as
(Eisenhardt & Graebner, 2007; Yin, 1994) of seveffollows. In section 2, we derive a theoretical
MNEs, which are implementing BoP initiatives: rationale to support our hypotheses of an intedrate
Danone, Electricité de France (EDF), EssilorCSR BoP model, based on the review of successes
Grundfos, Lafarge, Schneider Electric and Veoliand failures in the BoP literature. We present our
Environement. While studied companies are noempirical strategy and data in Section 3. Section 4
statistically representative, they were selectexktda derives the results of the cross case analysis and
on their role in the domain of BoP strategies (i.esection 5 concludes.



1. Towards an integrated CSR BoP both for the company and the society. The litegatur

model? A review of SuCcessesfocusmg on BoP strategies addre_sses mainly the
characteristics of ventures at the field level eath

and failures than the broader strategy of the firms undertaking
3.1 A common anchorage of value creation for such initiatives. A first attempt to deepen the
BoP and CSR strategies understanding of value creation captured by

. companies that implement BoP initiatives has been

moltzif/fe(l)tritjsnshi\(;? :gggtingongséo adnzscgggcri'\geNEifsconducted by Keating and _Schmidt _(2008) in their

business case. For instance, Bansal and Roth (200 se study of 22 MNEs' l_)ysmess units. T_hey re_veal

i their stludy of “éorporate ecological ree types of opportunities for “F|nanC|a'I gam”,

responsiveness”, identified three motivations“Strate.gIC busme_ss |mpro_vement",_ and “Flnanc_lal,

namely “compétitiveness” Yegitimation”, and strategic ar_ld phl_lanthr_oplc ben_eflts”._ Compar_ne_s’
; ’ representatives cited first the financial benefit i

“ecological responsibility”, which respectively . . L
pursue profitability, firm survival and corporatetan‘:’eJ[Ing the BoP segment. Their study highlights

; . - also secondary benefits, which were not considered
morale. Speaking about broader economic, socwg

and environmental concerns of the firms Hart an titical in the decision to enter BoP markets, but
Milstein (2003) developed a sustainable-valuc?epresent valuable impacts such as positive public

framework linking the challenges of global elations, development of employees’ competencies,

T ) . innovation spreading and organisational
sustainability with the creation of shareholdemueal restructuring.

They name four ways to crea}tg yalue for the First reviews of BoP strategies agreed on
company: “innovation and repositioning”, "growth distinguishing a “BoP 1.0” and a “BoP 2.0” models

?nd trajectory’, “cost anfi risk reduction”, a'.‘d Arora & Romijn, 2012; Munir, Ansari, & Gregg,
reputation and legitimacy”. These fc_>ur categorie 010; Perrot, 2010), which respectively adopt a
ﬁ; dmea?ct) to rzzg[#re Sahg?tﬂzlfmtenféosra’ltgn trv]viil? arket capture” approach in order to increasessale
ex e}imentin future growth, and on the other han nd profits, or a “market creation” approach legdin
P 9 9 ! 0 disruptive innovation. Taking stock of the BoP

O oot e Capales e s Srateges ton years afer Praalad's il s
Persp ows that the bet made by MNEs is not yet won.

Hart, 2007, pp. 59-84). L
Strategically speaking, Kurucz, et. al recall thelndeed' some of the early initiatives are now

. . felegated to philanthropic department or simply
business ca“se for CSR as the _opportunlty f(_)r fismantled as the HP's e-Inclusion initiative, SC
company to perform be_tter f|nanC|aI_Iy by attendngohnson’s Community Cleaning Services venture, or
not only to its core business operations, but &dso '

its responsibilities toward creating a better siytie P&G and its PuR water purification sachets (Munir,

. Ansari, & Gregg, 2010; Simanis & Milstein, 2012).
(Kurucz, Colbert, & Wheeler, 2008). They descnbel'hose initiatives thus are considered for having

four types of the business case for CSR, name# led in reaching sustainabilty and in

Cost and Risk Reduction, Competitive demonstrating a business case. However, despite a

ASd Vr?:rtaigﬁc’ VaITl?eE)ljé?gg'[ri]on%n(\j/VhIIaigglir;cijcsysi’n af[}?esensitive context to become economically viable,
ynerg ' 9 umerous MNEs continue to invest in BoP ventures.

BoP strategies, they consider their business ccaseg .
" A mong them, we may cite the early examples of
gfra?eng%?gt%%ﬁjvﬁgfg%e'VT/z;yeﬂﬁs}?r%;Zat Br?nHindustan Lever Ltd and its programme Shakti or

g y y nge emex and its Patrimonio Hoy project considered as

iﬁzsfﬁiﬁ?i%?iilggoigsrighIti Sre?jn(g fci;]gvr&cﬁcmrl;?ﬁe(guccessful BoP initiatives. The following review of
P y he BoP literature, in line with this dual defiomi of

m;rr]nebyarfgeL;SrFi)lgla(goor(l)sé)thv?/irphsetlr:/;?.inltnentiioor;tr?c? ommercialand societal BoP models helps us to
studv the outcomes of CSIi activities. clearl definleam from the successes and failures at the BoP in
y ’ y rder to propose what would be emegrated CSR

mﬁofa?[il:c)) nfttrateeg'\?viicaﬁsansgtosr?r?rgéiegeisnpoﬂib oP modelfor MNEs that continue such ventures.
ype, bing Vgable 1 summarizes our hypotheses towards the

bus!ness quels th‘?‘t. tackle ~ social ~ an mergence of an integrated CSR BoP model.
environmental issues. Similarly, Porter and Kramer

(2011) precisely describe BoP strategies as a lever
for “creating shared value”. “Innovation CSR” and
“creating shared value” meanings, however are
similar to a “synergistic value creation” in thense

that they all describe an opportunity to createi@al



Table 1: An integrated CSR BoP model scale. This highlights the potential for replicatin

BoP ventures among MNEs implementations in
Integrated CSR BoP model different emerging markets. The decentralized

organization of Unilever permitted its Indian

Strategy SBtcr);ezt;ategy integrated into. CSR subsidiary to “fly under the radar” and validatelsu
- CSR strategy integrated into the @n innovative business model for the company (S.
company’s strategy Hart, 2007, p. 142) Unilever replicated the
successful Indian business approach in other
Organization - Deeply rooted in local business markets to develop, for instance, a new detergent
operations dedicated to poor populations in Brazil. However,
- Driven by entities close to the top Hillemann and Verbeke (2014) claim that
management replicating a “success template” is an illusion in
terms of economies of scale due to high costs and
Corporate - Indirect business retuns (PR, yncertainties to transfer competencies developed by
value competencies, innovation...) \NEs’ subsidiaries in each local contexts.
creation - Tangible profitability on the mid- On the corporate value creation side, language
term used by Prahalad in his seminal book testifiesafor
Soiel - Accopance of ot & souon Lech PUSTESE ool when ne exlans it tne
value from BoP populations X . . .
creation - Acceptance from stakeholders small unit packages, low margin per unit, high

volume, and high return on capital employed”

- Social performance monitoring ‘ !
(Prahalad & Fruehauf, 2004, p. 24). This equation

would lead companies to develop self-sustaining
business models for which high volumes of sales
3.2. Success and failure of the Commercial  would cover investment and exploitation. According
BoP model to Hart, HLL reached in 2007 a 40% share of the
The BoP concept was initially built on adetergent market in India, and the company
commercial lens that calls MNEs to adapt locally inTegistered a 20 percent growth in revenues per yea
order to grow in untapped markets of low-incomeand 25 percent growth in profits per year for 1993-
consumers (Prahalad & Hammond, 2002; PrahalatP99” (S. Hart, 2007, p. 143). However, selling
& Hart, 1999, 2002). We refer to this initial tread SMall packaging in rural areas or urban slums ts no
Commercial BoP Ventures the panacea as testify the cases of Procter and
A notorious example is the Wheel productGamble (P&G) and DuPont. In 2000, P&G
launched by Unilervers Indian subsidiary, launched PuR, a water purification powder sold in
Hindustan Lever Ltd. (HLL) in late 1990’s, which low-cost sachets, thanks to an investment of US$15

proposed a reformulated detergent sold in singte-ughillion to develop the product and test the market
package (S. Hart, 2007, pp. 140-145). The comparffpaddache, 2008). Despite a penetration rate of up
introduced it into an adapted distribution charmfel t0 10% and a margin of 50% per sachets, the
small retailers, making it accessible to low-incomeProduct could not sell “fast enough to make a
population. HLL’s initiative was a response to thapositive return”. In 2005, P&G decided to transform
rapid change of its competitive landscape in Indidh€ project into a non-profit initiative that wouseéll
(Perrot, 2010). HLL's goal was to counteract thdhe sachets at cost to humanitarian organizations.
expansion of Nirma, an Indian leading company irbiX years later, P&G sold its subsidiary PUR Water
FMCGs that succeeded in reaching rural market&urification Products Inc. but kept the PUR Sachets
thus capturing significant market shares. HLL the@s part of its Children's Safe Drinking Water
created the project Shakti to leverage its distidiou  corporate philanthropy program (P&G, 2011). In
capacity through a network of women entrepreneurd006, Solae, a DuPont's subsidiary, intended to
who sell several brands of the company. distribute sachets of soy-based proteins that would

From a theoretical perspective, MNEs ardhelp fighting malnutrition. The venture realized it
advised to seek for national growth opportunitims f could not reach the volume of sales that would
which local adaptation can then be transporte@nsure profitability and stopped its activitie208
abroad to similar segments (Prahalad & FruehaufSimanis, 2012). In opposition to HLL's Wheel
2004, pp. 50-53). In that sense, Simanis angletergent, Solae’s soy proteins and P&G’'s PuR
Milstein (2012) emphasize on inscribing Bopsachets would have faced reluctance from
markets — recalled D&E segments — In the day-toconsumers to change their habits by using unknown
day perspective of middle managers at the locdroducts.



On the societal value creation side, the BoPBoP 2.0” approach refining early statements and
concept stipulates that market-based approachdaking into account its criticisms (Ansari, Mung,
alongside profit generation for MNCs, will lead toGregg, 2012; S. Hart, 2007). The paradigm of the
poverty alleviation or broader development for pooBoP concept shifted with the “BoP protocol”
populations (Prahalad & Hart, 1999). Prahaladowards its capacity to economically empower BoP
argues that BoP populations will benefit from apopulations through skill building in a bottom-up
social and economic transformation thanks to thapproach (Simanis & Hart, 2008). We will refer to
consumption of an increased choice of products artlis model asocietal BoP Ventures
services provided through market mechanisms. Another notorious example is the e-Inclusion
Prahalad provides some cases like the ITC's @nitiative, launched in 2000 by Hewlett-Packard
Choupal venture providing access to marke(HP) to empower BoP populations through enabling
information for rural Indian farmers through access to Information and Communication
Information and Communications TechnologiesTechnologies (ICT) (Traca & Foryt, 2004).
leading to a greater productivity of plantationsl an “Inclusive communities” were first launched in
better retail prices. However, his work remain2002 in South Africa and in Andhra Pradesh, India.
elusive on the way to describe the causal linkhese so-called i-communities projects deployed
between market inclusion and social transformatiodCT technologies to sustain socio-economic
Some critiques emerged to reject the capacity afevelopment and served as an experimental
selling new products and services to the poor asmatform for HP to test new solutions and business
relevant poverty alleviation approach (Arora &models. The approach was considered exemplary in
Romijn, 2012; Karnani, 2007b; Walsh, Kress, &terms of “relationship building, empowerment, and
Beyerchen, 2005). Simanis and Milstein (2012Yeep involvement with the BoP” (Ansari et al.,
reassert that the BoP concept initially focused o02012). Motivations for HP were clearly stated from
poverty alleviation merely as a positive exterralit the beginning: e-inclusion would permit the
of consumption. Over marketing of a product amongompany to create new markets, leading to growth
poor consumers has been also denounced. ‘Fair aimd revenue and profit especially in emerging
Lovely’ skin whitening face cream — another brandnarkets, while demonstrating their commitment
of HLL — has been highly criticized for not servingtowards the society (Matambanadzo, 2001). As
the broader social welfare and development needs emphasized by Traca and Foryt (2004), key
BoP populations (Munir et al.,, 2010). Karnanistakeholders of e-inclusion were the Ilocal
(2007a) testifies the benefit that Indian women areommunities and the governments. HP’s efforts
able to purchase this cream as a mean for improvedbuld then lead to improve its public relations. In
self esteem and liberty of choice. However, hiecas2005, the e-inclusion initiative withdrew from the
study reveals that the efficacy of the cream remaircompany’'s CSR agenda when HP’s direction
doubtful. Moreover, he denounces the marketinghanged. Entrepreneurship and micro-enterprise
strategy of the company, which “serves to entrenctievelopment then continued to receive support from
[women] disempowerment” and perpetuate sexigtiP’s philanthropy programs.
and racist prejudices among BoP and young From a theoretical perspective, such BoP
populations of developing countries. While the Faiapproaches focuses on cross-sector partnershigps as
& Lovely brand is a commercial success, NGOs ankley condition to create markets at the Base of the
some Indian government bodies considered that iRyramid (Murphy, Perrot, & Rivera-Santos, 2012;
social impact was negative. HLL's communicationReficco & Méarquez, 2012; Rivera-Santos & Rufin,
on CSR as being part of its “corporate purposed, di2010). Non-governmental organisations (NGOSs),
not ensured one of their BoP strategy to improveocial entrepreneurs, and the BoP populations
social welfare. In this context, we should considethemselves have been identified by some authors as
the societal value creation of a BoP strategy dsey stakeholders in reaching population needs and
important as its financial viability, should a providing acceptance of new products or services
company consider it as an integrated part of itthanks to their anchorage in social and cultural
sustainable development strategy. systems (Brugmann & Prahalad, 2007; London &
Hart, 2004; Seelos & Mair, 2007). Internally
33, Success and failure of the Societal BoP speaking, societal ven_tures require patient capital
model and long-term _commitment from the company

) _ (Karamchandani, Kubzansky, & Lalwani, 2011,

A second set of the literature emphas_lzed on thl%ennedy & Novogratz, 2011). The BoP Protocol
societal strategic role of BoP concept with a focugjmijarly advises companies to set an ‘R&D “White
on poverty alleviation gnd developme.nt'|mpacts Oépace’” (Simanis & Hart, 2008). Close to the top
business ventures. This led to the distinction of fhanagement team, such ventures can operate



outside traditional business metrics and processgart of the company’'s broader social
either by the creation of a new external venture taission”(Simanis, 2012), yet highlighting the
the company or by its internal management from @tegration of BoP strategies within the broader
dedicated corporate functional department (Londorstrategy of the company.
2010). However, a first reason for HP’s failureslie = Tracking social changes is not traditional for
in the fact that the company was incapable oMNEs but rather used by development institutions
absorbing into its broader organisation and styategor NGOs. Some authors (Ansari et al.,, 2012;
what appeared to be solely a CEO-driven prograr@rabtree, 2007) even called for taking into account
(McFalls, 2007). E-Inclusion suffered from a top-the multidimensionality aspect of poverty or the
down management, in which the corporate initiativeapabilities of low-income people in the sense of
pushed for decisions within the local project grougsen (1992).This shift in paradigm opened a part of
without implying the South African subsidiary. Thethe BoP literature studying new metrics of tracking
program also lied in an emotional promise to serveocial impact performance of ventures for low-
sustainably the world’s billion poor, highlightiray income populations, behind the sole analysis of
disconnect with a business rationale of the compardirect sales (Clay, 2005; London, 2008). In
(Simanis & Milstein, 2012). opposition, Simanis and Milstein (2012) argued
On the corporate value creation side, societahore recently that internal business performance
BoP ventures are intended to lead to the nexnhetrics should be used as a proxy for the targeted
unexplored revenue streams by capitalizing osocial outcome. As an illustration, they use "upits
innovation learning as a lever for reverse inn@rati mosquito repellent products sold" as one of the bes
for mature markets (Faivre-Tavignot, 2012; Faivremetric by which to evaluate the contribution of SC
Tavignot, Lehman-Ortega, & Moingeon, 2010).Johnson's BoP venture to its broader social objecti
Other authors insist on the construction ofof preventing malaria contraction (Simanis &
companies ethical positioning when they need tMilstein, 2012).
embed “moral capacities” (Cholez, Trompette, &
Vinck, 2010) and position themselves as “corporate

citizens” (Hahn, 2009, 2012). However, the|||. Empirical strategy and data
economic sustainability — not to mention the ) _
profitability — remains a primary criterion of 41 Research design and case selection

success. A second reason for HP’s withdrawal of theisenhard and Graebner refer to Edmondson and
e-inclusion initiative resides in the fact thatreod- McManus to explain that theory-building research
term commitment frustrated the operational teamgsing cases typically answers research questians th
whom had to achieve results within a period of¢hreaddress the “how” and the “why” in unexplored
years (Schwittay, 2011). The new CEO terminatedesearch areas particularly well (Eisenhardt &
e-Inclusion as part of broader cost-cutting measureGraebner, 2007). This approach also helps to reduce
He considered that the initiative had notresearcher biases and to increase the chanceldo bui
demonstrated sufficient returns on investments, arempirically valid theories (Eisenhardt, 1989). e t
that solutions created for the BoP market couldollowing, we apply our hypotheses to answer the
cannibalize traditional business (McFalls, 2007. S research question of why and how MNEs continue
Johnson experience in Kenya is another example td invest in uncertain contexts of BoP markets.
a BoP initiative that did not lead to the promisedViultiple-case study provide a systematic analysis o
economic results. The Community Cleaningcomplex causal links in presence of numerous
Services (CCS) venture was one of the flagship dfifferent factors (Yin, 1994), which is of partieul

the BoP Protocol (Simanis & Hart, 2008), aimed atmportance when reviewing BoP strategies that have
improving urban sanitation by involving young been already studied in the past literature, aidegs
disadvantaged populations from slums. While th@ew ones that we present in our study.

venture was considered as a success in meeting the defined by Yin (Yin, 2009, pp. 29-33; 2012, pp.
expectations of local stakeholders, its micro6-7), we selected multinational enterprises and the
franchises business model could not reach BOP initiatives as the main “unit of analysis” bkt
financial performance that would justify further cases. For that purpose, we analyze seven MNEs
business investment (Thieme & DeKoszmovszkywhich have already established business activities
2012). The venture transitioned into a local exdern targeting BoP populations and which, at the time of
non-profit initiative relying on donations. SC the study, maintained their investments to develop
Johnson capitalized on this pilot project and ighe internal initiatives that support them. To sele
currently deploying a new business venture ir¢ases, we focused on diverse activities in order to
Ghana, tackling malaria infections through mosquitseveal more information than average or similar
control products. Simanis states that “The project cases (Eisenhardt & Graebner, 2007) and which



will guarantee heterogeneity. Companies wergroups, research workshops and conferences, or
selected based on their role in the domain of BoBusiness meetings with MNEs, consultants, NGOs,
strategies (i.e. leadership), the diversity of rtheiMicro Finance Institutions (MFIs) and international
industry (i.e. cross sector), their modality ofagencies. The author also participated in many
operations (i.e. different business models) and theinformal discussions with people working in enttie
geographies of intervention (i.e. cross country)cited above. This position, described by Adler and
Selected companies are Danone and itddler as an “active member” let the author assume
danone.communitiesfund and its formerBoP *“a functional role in addition to the observational
Business UnjtElectricité de France (EDF) and itsrole”, which facilitated to build *“trust and
Access to Energymission; Essilor and itdNew acceptance of the researcher” (Adler & Adler,
Vision Generation division; Grundfos and its 1987).
Lifelink department; Lafarge and itéffordable Semi-structured interviews lasting between 45
Housing programme; Schneider Electric and itsminutes to 1 hour and 30 minutes were conducted
BipBop programme; and Veolia and its formerbetween July and November 2013, mainly on a
Accesmethodology and its newly establisHadove face-to-face basis with some over phone due to
division. The cases span different industriesgeographical distance of companies. Interviews
proposing fast-moving consumer goods (FMCGs\ere based upon a semi-structured questionnaire,
durable goods or infrastructures solutions. Withirwhich has been previously sent to participantserAft
each company, projects implemented may ban introductory phase to review strategic and
numerous. Therefore this paper is positioned as amwganizational considerations about BoP initiative
embedded, multiple-case study as defined by Yiwithin the corporation, all interviewees were asked
(Yin, 2009, pp. 46-60; 2012, pp. 7-9), where fieldabout the initiative they are managing or working i
projects constitute the sub-cases. Within eachnd on specific projects that are either maintainred
company’s initiatives, projects were selected irstopped. All of the interviews were immediately
agreement with company representatives. Table r2corded, synthetically transcribed, reviewed and
gives an overview of the selected companies’ BoRdited. At the end of each interviews, a selectibn
initiatives and their related projects. 1 to 5 projects related to the initiative were stdd
in order to send a survey questionnaire to local
4.2 Data collection and method of analysis managing_ directors or the projgcts. The s_el_e_cted
_ projects aim at being representative of the aaiyit
We collected data for our case studies fronyf the company in the field of BoP strategies.
multiple sources. We gathered information fromgyestionnaires sent to local managers are stratture
secondary sources  as institutional  document$, two parts, mostly composed of Multiple-Choices
communication-oriented  documents and  presgyestions, derived from the analysis of the litemat
releases from companies, professional reports fropaiew. A first set of questions focuses on the (1)
consultants, company consortiums or intemaﬁon%plementation aspects of the projebiscovering:
agencies, as well as previous cases from artiales jig position and links with the company’s
academic journals, theses and books. In additien, wganization, its relation to BoP populations and
conducted 10 interviews  with  companyeyiernal stakeholders, its degree of innovation
representatives both at headquarter and at Iocébplied, and the economic sustainability of the
operations to complete the information in regaods tprojects. The second set of questions targetshe (
our _res_earch quest_ion. The position of the_ agtbor Bbserved results of the projechy covering: the
an “|n_3|der" (Brannick & Coghlan, 2007) Wlthl_n the gcale and stage of the projects, the types ofriater
BoP industry also helped to select companies andetrics used (both financial and extra-financitig
identify key representatives who manage or activelyca| targeted socio-economic segments, and the
take part in inclusive business initiatives.retyms that the company experienced during its
Companies and interviewees were identified after geatime. Quantitative data acquired through the
3-year_ period of participative observation withie t questionnaires were then compiled into a
BoP industry (January 2010-December 2012)ghreadsheet application for statistical descriptive
conducted as a project manager of a BoP |n|t|at|v5urpose and further analysis. Triangulation was

in a French Multinational Enterprise specialized irherformed thanks to interviews at the corporatellev
energy management. The author participated i§s \well as secondary data.

many formal meetings held by think-tanks, working



Table 2: Overview of Companies' BoP initiatives andheir field projects

Company Industry Names of Year of first BoP projects geographies* Activities in BoP pragect

Name BoP initiatives  project

Danone Food and - BoP Business 2005 BangladesitCambodia, China, France, India; Development of enriched dairy products or bottkeder distributed in low-income areas

beverage Unit Indonesia, MexicpSenegal through dedicated distribution channels

- danone. - Financial and technical support to social busieesn the dairy or water sector.
communities

EDF Electric utility ~ Access to 1999 Botswanal aos, Malj Moroccq Senegal - Investment in and support to Rural Electricity\@e Companies (RESCOs) to deliver access to
Energy South Africa energy to rural areas through products or smalesné&astructures

- Contributes to communities electrification in mpe of big infrastructures contracts

Essilor Eyeglasses New Vision 2006 Brazil, China, Indidndonesia - Formerly, creation of optometristas/performing in-situ vision consultation and egsges
Generation manufacturing in rural areas of India.
- At present, development of standardized lensdsrames being distributed through networks
of rural entrepreneurs or alternative channels.

Grundfos Pump Grundfos 2007 - Eastern AfricéEthiopia, Kenya, Malawi, - Development of solar pumping systems integrasimgobile-based prepayment solution, and
manufacturer  Lifelink Tanzania, Uganda, Zambia) deployed through partnerships with NGOs, wateitigtdl or governments
- Western Africa (Burkina Faso, Ghana, - Pumping system components and services provadsG&0s, water utilities or governments
Nigeria)
- South-eastern Asia (Thailand)
Lafarge Building Affordable 2008 Bangladesh, Brazil, Cameroon, Honduras, - Development and implementation of distributiotwarks of housing materials in connection
materials Housing France, India, Indonesi&enya, Morocco,  with microfinance services dedicated to the extamsif houses or shops
Nigeria, Philippines, Serbia, Sri Lanka, - Rehabilitation of slums
Zambia - Social housing programs with real-estate devetopad governments
- New generation social housing projects in devetbpountries
Schneider Energy BipBop 2009 Bangladesh, Benin, Brazil, Burkina Faso - Investment in SMEs in the sector of access toggne
Electric management CameroonChad, DR Congo, Egypt, Ghana,- Development of energy access products and sialik-enfrastructures deployed in rural areas

India, Madagascar, Nigeri®eru, Philippines, through partnership with dedicated distributors Btkls or through tenders or contracts with
SenegalSouth Africa, Thailand, Vietnam, governments

Zimbabwe - Creation of training in energy trades throughrgmoship to non-profit organisations
Veolia Environmental - Acces 2002 BangladesiColombia, Ecuador, Gabon, - Contracts with local authorities combining tedaisupport (Optimization of existing
Environne services - Innove India, Morocco, Mexico, Niger infrastructures and standpipes), financial and egono support (development of socially
ment acceptable pricing policies and individuals sogiaisisted connections), and services and

administrative support creation of community mamaget organizations or mobile sales offices)
- Development and implementation of a small-scaé&wtreatment facility, which treated water
is distributed to local rural communities througtedt connexion or to urban areas through
bottles

* Underlined projects’ geographies have been stuttieough a complementary survey questionnaire



- i their direction in order to justify their investnien

V. Cross-case analysis Depending on the firms’ CSR strategy, BoP
4.1 Corporate strategies towards the BoP segment initiatives will receive the mandate to create both
direct and indirect business results, as well as to
capture short, midterm or long-term corporate
returns for the company. Interviews with corporate

All the studied companies testify for a deepmanagers and directors reveal three business
integration of sustainable development stakes int@ationales for their BoP initiatives, which mainly
their core activities. While most of them integrhte aim at gaining legitimacy incubating strategic
first environmental concerns into businesshange or reaching profitable growth Table 4
considerations, societal issues and communityepicts the three business rationales of the studie
engagement emerged primarily throughBoP initiatives.
philanthropic activities and charitable actions.afth .- .
it comes to developing sustainable business models ° _Galmng Iggmmacy .
that address social issues faced by the Base of the PrOchts prpwdlng access to basic needs relgted
Pyramid populations, the seven companies testifip PUPlic services as energy and water evolve in a
for an extension of their core activities influedce f9ulated environment ‘and require = significant

by their Corporate Social Responsibility as welbas Investments. This  implies _o_ften to 'deal with
leadership position in their respective industriesduthorities and regulatory entities. EDF investraent
nd support for the construction of local Rural

Every management team will carry the voice of theifs‘I ity Service C - : lati
responsibility concerns within the overall stratedy E_et::trlcny erwci dqmpanleslgn?]prlc&ve Its relations
the company. In that sense, companies appear th government bodies. A stakeholder management

have adopted Davidson's recommendation, wh pproach helps to align with their expectations.
urged MNEs to incorporate the core elements afPMPanies gain their licence-to-operate through an
CSR into the BoP concept (Davidson, 2009)Mprovement of their reputation. One of the
However, we may notice three different ways of"anagers of Veolia Environnement explains that the
engaging the overall strategy of the companig§oMPetencies —acquired  through — project

towards the BoP segment through: dedicateaxperimentations Wit.hin contracts can help to
sustainable development policiesommitments on prevent reputational risks and demonstrate to éutur
results at the BoPsegment; or astrategic customers that innovative solutions can be applied

repositioning of the firm These three types of to serve fevery souo-e_:conc;)mlq segment. In the
engagement highlight an extension  of th&fontext of BoP strategies, business environments

boundaries within which companies’ strategies ar/SC Present limitations in terms of legal

contributing on a business basis to tackle societgﬂech"?m'sms or infrastructures. Adaptation to such
issues faced by the Base of the Pyramid. sensitive local contexts represents a mean to

First, companies like EDF and Veolig develop new capabilities for corporations among

Environnement will stipulate their engagement/ €l mt_just?es (er?lry, 2013). In a general
through dedicated sustainable development policie%erSpe_Ct'Ve or \(eo a E”V”O””eme.’?tv access 1o
to settle a BoP initiative, shared between th ssential needs is also a competitive advantage

direction and its stakeholders. Secondly, companie?ake' The company’s position of public service
like Lafarge and Schneider Electric will commit e_zlegatlo_n means that everyone has to be targeted
further by establishing dashboards to repor‘("Ith a single tariff. One of its managers clearl_y
externally on the progress of their sustainablglentions the development of a “strategic

development plans, which include global objectivegiff_erentiation” and an ‘economic value added",
on their BoP initiative. Third, companies like WNich both help to win new types of contracts and

Danone, Essilor and Grundfos will reposition theif€nders. Similarly, EDES |n|t|ajuveshaccompfan8(
company strategy by specifically addressing th@USINESS operations that are in charge of big
societal issue of targeting the lowest socio-ecdnom'nfr""StrUCtures projects or perl-ur_ban electriioat
segments. Table 3 provides the evidence of the§iodrammes to include a social clause to the
three types of CSR strategic engagement towar§9Niracts.

the BoP market. The appendix summarizes each of « |ncubating strategic change

the seven company cases.

Three types of strategic engagement towards the
BoP segment...

By essence, incubating projects and business
...based on three different business rationales models implies translating them into recurrent or
When targeting markets at the Base of théong-lasting opportunities. Innovation is at theatte
Pyramid, all companies’ representatives report fopf such business rationale.

their progressive building of a business case tdsvar



Table 3: three types of CSR strategic engagement tands the BoP segment

Strategic

engagement Company Source
EDF
Article 16 of the “Agreements on EDF Group Corper8dbcial Responsibility”: (EDF, 2009, p.
“The signatories consider that access to energymgjor factor in social and economic 13)
development and a key factor in the fight againostepty.”
Sustainable “EDF Group and its component companies take im&ator support initiatives through
development partnerships in various countries, in particularagions where they are based, to promote better
policies access to energy for communities.”
Veolia Environnement
Commitment 11 of the sustainable development charter (Veolia
- the company “contribute to local economic and datéaelopment and to meeting international Environnement,
goals for access to essential services” 2013, pp. 19-25)
Lafarge
“Sustainability ambitions for 2020 (Lafarge, 2012,
- The Affordable Housing programme will have to “elead million people to have access to pp. 12-13)

Commitments
on results at

affordable and sustainable housing”
Schneider Electric

the BoP “Planet & Society Barometer”, renewed every threargeFor the period 2009-2014, the company (Schneider
committed: Electric, 2011, p.
- to provide access to energy on a sustainable tzaaisumulative two million people; 2; 2013, p. 6)
- and to train in energy trades a cumulative of 30 @€ople.
Danone
In 2003, the company’s slogan changed from “brigdiealth through food” to “bringing health (Faivre-Tavignot
through foodo as many people as possible. et al., 2010)
Essilor
In 2005, new responsible mission has been “to presend correct the eyesighiteach and every (Essilor, 2006;
Strategic person, around the worldreasserted in 2006 with their mission “to enaddemany people as possible 2007, p. 3)
repositioning  to see the world better.”
of the firm Groundfos
In 2008, the Group will commit with a “framework siiared value” for both the company and the  (Grundfos, 2009,
society. 2013b)
“Company purpose”: “We contribute to global susthifity by pioneering technologies that improve
quality of life for people and care for the plandt'specifies that the Group is “always eageririd f
solutions for the world’s most poverty-stricken aommities and people with special needs.”
Table 4: three business rationales of BoP initiative
Gaining legitimacy Incubating strategic change Redtng profitable growth
IndireCt < - -----mm oo > Direct
BoP initiatives’ - Contracts or tenders won - Products and business - Sales increase
Business results - Public relations innovation
- Reputation
Company . Mid-term . Long-term o .Short-term
returns - Licence-to-operate - Business screening - Profitability
- Competitive advantage - Strategic renewal - Market share
Focal p0|nt.of Stakeholders Corporation Shareholders
value creation
CSR strategy Sustainable development Commitments on results at the Strategic repositioning of the
towards the BoP policies BoP firm
- EDF: access to energy mission Danone: danone.communities- Essilor: new Vision
- Veolia Environnement: former fund Generation division
Acces methodology - Lafarge: Affordable Housing - Grundfos: new Lifelink
programme business unit
Examples of - Schneider Electric: BipBop - Danone former BoP business
BoP initiatives programme unit

- Veolia Environnement: new
Innove division

Grundfos: former Lifelink
venture




Societal engineering is addressed primarilyositively the value that they can generate for the
during the early development stage of BoRcompany. As an illustration, Veolia started by
initiatives by developing dedicated products andreating the “Acces” methodology led by the
adapted business models. danone.communities busistainable Development direction, which took
metrics to evaluate the successfulness of theialsocstock on the several field contracts that integrate
intervention. Its managing director explains thed t social engineering clause meant to serve the BoP
key performance indicators they use “continue tgopulations. At the time of writing this paper, shi
make traditional business men smile”. Lafarge’supportive approach towards business operations
manager testify for a double societal and economiwas being translated into a more top-down
purpose with both the 2020 CSR ambitions of th@pproach. The new “Innove” division, being settled
Group with societal objectives that arewithin the Market Innovation executive direction,
communicated externaly (Lafarge, 2012) and awould now be in charge of developing social
internal commercial plan running until 2015 withinnovation projects at the field level with the
operating income objectives. BoP initiatives willsupport of local operations, before transferring
then focus on their economic sustainability in ordeacquired competencies and expertise to more
to make profit or at least to reach the break-elren. traditional business units. Similarly in the cage o
that sense, Danone’s representative reminds, “Bociaafarge, pilot projects in social housing
Business is business”. At the time of writing thisprogrammes in agreement with local authorities and
paper, the managers of Schneider Electric wenmeal-estate developers contributed to the shithe
studying the potential to consider BipBop as a linenanagement team perception of BoP markets as a
of business regarding its commercial activity. Thepotential business opportunity rather than a public
potential for BoP initiatives to reach scale inmer relation mean (Perrot, 2011, pp. 85-87). The cases
of sales or to become a customer value propositiasf Essilor and Grundfos illustrate the adoptioraof
on its own appear to be the determining critera th stronger profitable business rationale as they both
will be assessed by management teams to decidecently translated their incubating projects into
whether they can evolve towards a mainstreamrotected lines of businesses. However, we do not
business activity. pretend that reaching profitable growth is an esd f

. Reaching profitable growth BoP initiatives. Companies may well valorise other

. . indirect  business returns. In that sense,
BoP strategies becoming new growth avenues f

multinationals remain a central question within Bogianone.communities managing  director stipulates
C . q . . that the fund “is a laboratory to reach the grdates
initiatives. The assumption of potential profit

. . . umber of people, and that'’s it”. Similarly, the ED
generation that can be directly attributed to B(?Igi;lnjtiative has been granted a responsible mandate t

strategies has been widely accepted by compani€s, ntribute to access to energy with a mean to

ggrllzgrtlsul\rlr]\/s ;n\?VB@SgSIEO%IaWéUgE 12; blzf‘t'r)](:simprove the company’'s relations with local
’ ’ )- uthorities, or support local operations to inclade

already been taken at Grundfos and Essilor. In thg}ycial clause in contracts or tenders
case, objectives of BoP initiatives are mainly '
commercial ones. KPIs intend to reveal the masé2 Organization and observed results
phenomenon that companies are trying to reAsh.
an illustration, Essilor sales objectives withire th - - - -
New Vision Generation division \jvill try to reach 46In order to operationalize their strategies towards
million people per year by 2020, representing goP .segments, CO”?P""”'QS developed. gedlcated
present market share of 10%. Both Essilor aniitiatives. They all affiliate to corporate diremts,

Grundfos’ initiatives differentiate by their market Which are themselves closely related to or pathef

approach focusing on lower socio-economiexecutive committees of each company. The

segments as an end-customer group recognized Blseness with company Executive will give the

the company. initiatives the mandate to develop market

Evolving strategies? approaches based on their own rules. In accordance
We may notice that BoP initiatives may adopt awvith London’s case study (2010), dedicated BoP

trajectory that will make evolve their strategy andentities aim at protecting the field projects freme

thus their business rationales. In that sense, jgfuence of traditional metrics and processes.

gaining Iegltlma(_:y approach .COUId '?ad © nterviews at the corporate level crossed with
incubating strategic chang@otentially leading to a i . t the field level hel o identi
business rationale aimed et#aching profitability questionnaires at the field level help us to idgnti

Directions of some companies reconsideredfé€ ways to operationalize BoP projects or

Implementing projects



ventures depending on the strategy that the compaagopted.

Table 5 depicts the ways of implementing BoP
initiatives and their projects.
Table 5: ways of implementing BoP initiatives and pojects

Gaining Legitimacy Incubating strategic change Reaadhng profitability
Organization of Transversal corporate Incorporated function Dedicated vertical business
the BoP initiative function unit
Role of the BoP Support local operations or Integrate with company’s support ~ Operate autonomously
initiatives create external venture functions & local operations
Relation with local Bottom-up: Top to bottom Independent:
business Answer to the needs of With strong involvement of Take advantage of the local
operations decentralized business units countries’ direction and brand recognition and market
or stakeholders operations penetration
Example of field - EDF: infrastructure contract - Danone: social businesses - Essilor: New Vision
projects* (Laos) & RESCOs (Bangladeshindia, Mexicg Generation division (Brazil,
(BotswanaMali, Moroccq Senegal) China,_India Indonesia)
SenegalSouth Africa) - Lafarge: affordable housing - Grundfos: Lifelink business
- Veolia Environnement business (Cameroon, Honduras, unit (Eastern AfricaWestern
PPPs (IndiaNiger) India, IndonesiaKenya, Nigeria ~ Africa, South-eastern Asia)

Philippines, Zambia.)

- Schneider Electric access to
energy business (Bangladesh,
Brazil, CameroonEgypt, India,
Nigerig Philippines, Senegal
South Africa, Vietnam...)

- Veolia Environnement social
business (Bangladesh

Barriers to grow - Projects’ scale limited by - Start-up positioning potentially - Sensitive to short-term
nature marginalized from local business financial results objectives
- Rely on awareness of social stakes
stakes from operations - Require adoption from support
functions (HR, marketing, R&D,
logistics...)

* Underlined projects’ geographies have been stutheough a complementary survey questionnaire

The 17 projects studied at the field level ardechnical issues and facilitate the contributioonfr
implemented either by internal business operationsupport functions of the multinationals in terms of
of companies or by external ventures in which th&®&D, industrialization, marketing, HR or logistics.
BoP initiative or the company has stakes. Halheft The BoP initiatives are also in charge of defining
projects, which are implemented by Essilorthe strategy and fixing the financial and social
Grundfos, Lafarge, Schneider Electric and Veoliapbjectives either directly or through their presenc
rely on local operations with an average of 4 to %n the board of external ventures. Moreover, their
employees who are managing them. The other hahosition within the company’s hierarchy helps to
are managed by local associations or privatitiate discussions and attract international muend
companies as in the case of danone.communiti@s NGOs or financial institutions in the developmen
projects, EDF's RESCOs and Grameen Veoligector.

Water Ltd joint venture between Veolia Eau an
Grameen Healthcare. S o ) ]

The decentralized management of the projects Considering the seniority o_f the projects, their
ensures their adaptation to the local contexts arfPmpared results testify for an increase of custeme
markets it targets. The fact that BoP project€@ched per year, highlighting the capacity for the
managers are part of the companies’ local team wiffldest ones to scale-up their activities on theglon
ensure a greater support from traditional busined§n- BoP initiatives will progressively develop
operations. In most of the cases, this is accomplanideepe" metrics to track both flnan_C|aI and societal
with an implication of local country presidents who'€Sults. Table 6 depicts the evolution of the uke o
discuss their evolution but also track their result financial and societal metrics per the seniorityhef
The role of the corporate team of the BoP initiegiv ProJ€cts.
however remains central for all the projects. bule
they will act as a back-office for legal, financaid

q:rom results tracking to accountability



Table 6: evolution of the use of financial and sodial metrics, per seniority of the projects

Seniority of projects: < 3 years > 3 years
Use of financial metrics: (hnumber and % of project$
Revenue/sales 10 (100%) 7 (100%)
P&L, or financial ratios (Rol, ROE, RoA...) 4 (40%) 7 (100%)
Use of societal metrics: (number and % of projects)
Number of customers or entrepreneurs reached 9)(90% 7 (100%)
Social performance indicators 3 (30%) 4 (57%)
Social impact evaluation (experimental or non-expental) 4 (40%) 5 (71%)

In terms of financial results, scale remains aven. External subsidies may also contribute to the
critical factor to assess the success of a profdtt. economic sustainability of the projects as in thsec
of the projects are tracking basic business meaigcs of the former EDF's RESCO, Kurayé Kurumba, in
guantities sold, revenues and number of customenslali that faced an increase of its operating expens
This is in line with Kolk et al. (2012) review ofd® due to the volatility of the price of oil. Our
literature in which the majority of measures repdrt interviews reveal that companies also recognize the
in the papers relate specific figures as pricet,coscapacity of BoP initiatives to capture indirect
revenue, margin, market penetration or number dfnancial benefits or even extra-financial returns.
customers. However, analysis of projects answers Buch benefits span from the most tangible to the
the questionnaires reveal that the more the pjeanost intangible ones (Mary, 2013; Natixis, 2012;
are old, the more P&L statements or financial etioSNV & WBCSD, 2008). Project managers, on their
will be wused for assessing the economicide, testify for improved relationships with
sustainability of the projects. This is particwarl traditional business partners in half of the cases,
true for external ventures that can intrinsicalyyr especially for the ones managed internally. Image
less on internal subsidies from the company tamprovements also attracted new customers for half
support the losses. of the projects, while it is a critical mean fot tie

When it comes to the social objectives of theprojects built in partnership with local authoritidn
projects, they all testify for reporting basic nietr terms of human resources, project managers report
as the number of customers and communitiefor an increase of the engagement, motivation and
reached or the number of micro entrepreneurgride of local employees, as well as the
involved in the model. Yet, the definition of the development of new competencies for their
poverty level of targeted populations rarely gocollaborators involved in projects’ implementation.
further than a wide designation or specificin terms of a broader strategic change of firms? Bo
categories as rural women or slum inhabitants. Ldield operations at Essilor and Grundfos recogaize
us note, though, some models implyingshift in the company strategy, which is in line lwit
microfinance or policies of social tariffs thatthe recent creation of dedicated business units
actually track income thresholds of the endfocusing on this new segment. However, almost
customers to determine their eligibility at thenone of the initiatives and projects reported for a
intervention. In terms of broader societal changgerformance tracking of such indirect financial
induced by the projects, more than a half declaredenefits and extra-financial returns related to
for having performed social impact evaluationsreputation, image, human resources or innovation on
This is notably the case for almost all of the stde which the company would capitalize for its
projects as well as for three quarters of the pteje traditional business and broader strategy.
managed by an external venture. Being accountable
towards social value creation appears to be\/, Conclusion
determinant for projects relying on public and
international development funding or for BoP
initiatives that communicates on their respongipili

Looking back at the business rationales of Bo
initiatives, direct profit generation from BoP

Traditional prejudices against case study method
rely on the little ability to generalize scient#ity
I;,he findings (Yin, 2009, pp. 14-16). We
acknowledged that the findings are uniquely tied to

projcts has been acknouiedged as potenal, HJS TP Ceses e Sl T o o ot o
uncertain. Only three projects studied onto P 9

seventeen report for generating profit, while mord"&Y |mply'a potential p|as in terms of geographlc
than a half is still in a process of reaching thesk- concentrations  of interconnected companies



(Michael Porter, 2000). However, the multiple casease of BoP initiatives. Future studies could
study analysis of seven BoP initiatives demondtrateinvestigate the way companies integrate
a replication of the same phenomenon under divergerformance monitoring and impact measurement of
conditions like the companies’ industries (FMCGssocial outcomes, beyond solely relying on a
water, energy, housing) and therefore businessimple” tracking of direct results.
models implemented, as well as their geographies of
intervention (African, Asian and Latin American Acknowledgment:
countries) (Eisenhardt & Graebner, 2007). We also , ,
acknowledge the fact that we did not studied ail th'We are particularly grateful for the time spent and
projects that BoP initiatives are implementingret t Valuable insights brought by corporate managers
field level. However, their selection in agreemen@nd directors of BoP initiatives whom we
with corporate managers or directors was meant ipterviewed as well as by projects managers at the
be representative of their activities in BoP syie. field level who answered to the survey
Moreover, the descriptive statistics analysis ofluestionnaire. We wish to thank Patricia Crifo,
quantitative data serves as a “subcase” anaWsﬂgan-Plerre Ponssard, Nlcolqs Mottis, anpl Frangois
related to the broader cross-case analysis, as it ferrot from Ecole Polytechnique for their helpful
suggested for embedded, multiple-case studies (Yi§uPPOrt. We also thank the anonymous reviewers of
2009, pp. 132-133; 2012, pp. 6-10). Finally, wdhe Env!ronmental and Sustainability Management
analyzed secondary data to complete théccounting _N_etwork (EMAN) 2014 conferences,
triangulation of data acquired through interviewsnd the participants at the sessions where thierpap
and survey questionnaires. was pr_esent_ed. The author gratefully acknovv_ledges
The first literature review on the BoP concepthe financial support from the Business
published by Kolk et al. (2012) emphasizes on thgustamablllty Initiative .and the chair for Sustie
low number of empirical research work with only aFinance and Responsible Investment (FDIR) at the
small amount of the literature focusing on MNEsEuroplace Institute of Finance, and from the
Therefore the paper generally contributes to the BoANR/Investissements d'avenir (ANR -11- IDEX-
literature as it provides empirical elements to th§003-02).
discussion on its strategy, especially focusing on ) )
MNEs as the central entity addressed by Prahaladl%ppendIXZ Companies’ case summary

initial work (Prahalad & Fruehauf, 2004; Prahalad - i -
& Hart, 2002). 5; Danone is a French-based global leader in the

: : ood and beverage industry with market positioning
9 P edical food. It permitted Danone to reach a

Corporate Social Responsibility aimed at Creatin@urnover of €20 billion in 2012, employing 102 000

value for both the society and the company (HalmB o
) L eople. In the past 10 years, the direction of Dano
‘é‘ IE)aur![Ia,IZO_O9, Micheal Porter &tKre;mtir, 2tc))ll)(']lambitioned to expand its traditional positioning in
oF strategies as a component o ¢ broa ?)rremium markets towards lower segments of the
strategy of the firms has been poorly addressed %

. conomic pyramid to find new growth
the literature. We reveal that the more CS pportunities. This major shift operated in 2003,

engagements are integrated into the firms’ strateg};vhen the company changed its slogan from

the more BoP strategies will maintain and scale up,, .~ . N
We deliver novel insights for the study of thez}z)rlnglng health through food" to “bringing health

“business cases” of BoP strategies, which aim through_foodto as many people as possible

gaining legitimacy, incubating strategic change an aivre-Tavignot et al., 2010). It was translamtbi
reaching profitable growth. In addition, our study, trategic plans with the company programme “New

reassert that deepened societal accountabilityo®f B Danone” set in 2008 for which the executive board
P Y et four new priorities called “Health, For all,

initiatives tend companies to adopt non-traditiona]ﬁlature and People”. The “For all” priority, which
ways tracking social value creation. While, thignis focuses on openingi the company to ne;/v lower-

opposition 1o Simanis  and M|Iste_|n (2012.)income population market segments has been
recommendation to rather focus on business metr'cﬁanslated into two new  entities: the

such accountability appears to be determinant focfanone.communities (d.c) fund and the “Base of the

ini_ti_ativ_es rering on _external f_unding or for Pyramid” business unit (BoP BU), respectively
mitigating reputational risks of “social washing”. created in 2008 and 2010 (Faivre-Tavignot, 2012).
o € Strondly encourage future research 10 Xl 5012, both entities hierarchically affliatad

9 ustal MYihe Middle East and Africa Business Unit, which

performgnc1e, which will address the ways th ocuses on emerging markets. At the time of writing
companies’ management are assessing the business



this paper, Danone was redefining the “For All"deliver decentralized electrification solutions in
priority and thus the BoP and social businessural areas of Africa (Heuraux, 2010a).
approaches at the corporate level of the Group. In 1999, the company decides to take or support
danone.communities is a dedicated mutual fundustainable initiatives “to promote access to energ
that invests in and supports the development dbr communities”. This commitment took the form
social businesses in the sense of Yunum the “Agreements on EDF Group Corporate Social
(danone.communities, 2013; Yunus, 2008). ItResponsibility” that were signed between all the
governance is based on an independent Board sfakeholders of the company (EDF, 2009). Its articl
Directors, which decides for its strategicl6, called “Actions in favour of access to energy”,
orientations, while its investment decisions follaw clearly stipulates, “The signatories consider that
three-step approval through different committeesaccess to energy is a major factor in social and
All of those entities are composed of Danone senia@conomic development and a key factor in the fight
managers, experts in socially responsiblegainst poverty”. This shift in the company’s
investments and development in emergingocietal engagement translated into the creation of
economies, and bankers. In late 2013, d.c investetkdicated business ventures, namely Decentralized
in 10 ventures, namely Grameen Danone Foods L@8ervices Companies (DSCs) based on the model of
and JITA in Bangladesh, 1001 Fontaines irRenewable Energy Service Company (RESCOSs)
Cambodia, NutriGO in China, Isomir and Projet(Heuraux, 2010b). DSCs are governed by local law,
Malin in France, Naandi Community Wateremploying local managers and personnel. Every
Services in India, El Alberto in Mexico, and LaDSCs sell decentralized energy services for at leas
Laiterie du Berger and Lemateki in Senegal. Sinc&0 000 rural customers over a defined area, which
2012, d.c’'s corporate team is temporarily affilchte they are granted under a concession for a renewable
to the Deputy General Manager of the Group imperiod of 15 to 25 years. Since the launch of the
charge of corporate functions but remains under thmodel, the Group’s direction contributed to the
independent governance of its Board of Directors. funding of six SSDs through equity or debt in
The BoP Business Unit, was in charge ofBotswana, Mali, Morocco, Senegal and South
transferring knowledge acquired within d.c toAfrica (EDF, 2013). The Group’s financial
specifically target BoP market segments in a masontribution represents an amount close to €8
phenomena first across India. The BoP BU was imillion, alongside with funding from local
charge of creating the Fundooz’ enriched yogurtsompanies or utilities, multinationals, banks, and
brand in India. However, it was dismantled in 2012levelopment banks or agencies.
due to the lack of time to create the product aad i  Access to energy projects within the Group are
packaging, as well as to deliver sales figuresaow managed from the “Africa and Access to
Moreover, investments in promotion andEnergy” department of the “International
advertisement were too costly and degraded thRevelopment Division”, which is affiliated to the
P&L. Danone’s objectives to reach as many peoplBresidency of the Group. In respect with its sgate
as possible remains a strong objective, managed transferring RESCOs to local partners, EDF sold
under a methodology called “Route to Market’its stakes of three of them, while it still contribs
(Danone, 2012, pp. 27-35). The deployment ofo their economic viability through continued skill
products and brands towards BoP market segmergapport. Recently, the Mission objectives have been
is now decentralized to local country operationgositively revalued by the management team to
where the Group has enough brand recognition foropose a systemic approach to the Group’s
expand its market penetration towards lower socigartners. The Access to Energy Mission is also
economic segments. Countries and subsidiaries usesponsible to support access to energy solutimns t
a “business model centric” approach to distributéocal communities in the context of contracts af bi
adequately products and brands in emerginmfrastructures such as the Nam Theun 2 hydraulic
countries (Danone, 2013, pp. 22-27). power plant in Laos or peri-urban electrification
schemes in Brazil, Argentina, South Africa and
Electricité De France (EDF), is a French-based Morocco. This provides the Mission a transversal
electricity utility leader in Europe with activisgein  positioning within the Group. In parallel, the EDF
generation, transmission, distribution, energy $upp Foundation contributes through project support with
and trading. The Group generated consolidated salasspecific focus with its newly renamed entity, EDF
of €72.7 billion in 2012, of which 46.2% outside ofHelp, which  contributes through  material,
France and employs 160 000 people. Since the eadpmpetency and financial support in case of
1990s, the EDF Group has been involved iremergency and relief situations or development
promoting energy access in developing countrieqrojects.
First initiatives used a philanthropic approach to



Essilor is a French-based leading ophthalmidormer president of Essilor India. The Corporate
optics company, which designs, manufactures andission will be in charge of creating a “New Vision
market lenses to improve and protect eyesight, &eneration” division, intended to be autonomous
well as develops and markets equipmentand independent from business, while targeting the
instruments and services for eyecare professionaf®.5 billion people that do not have access to Visua
Essilor reported consolidated revenue oforrections. Activities will start in Brazil, China
approximately €5 billion in 2012 and employsindia, and Indonesia. A business-model centric
50 700 people worldwide. The same year, Essiloapproach will focus on creating a network of vittag
celebrated the 4Danniversary of the merger of the level entrepreneurs who will perform visual
cooperative Essel and the company Silor thadetection in their villages. In parallel, standard
founded the Essilor Group. This merger stated thienses will be manufactured prior their shipment to
mission of the Group as “seeing the world better”. customers. Product innovation also concerns the

When the Group built its Sustainableeyeglasses frames as lenses can be assembled on
Development direction in 2002, the company toolboth sides. Such a model permits Essilor to control
stock on the fact that five billion people do nave and reduce drastically the market retail price of
access to vision professionals, while, among theneyeglasses while offering a large choice to
2.5 billion do not have access to visual correctioncustomers. Essilor intends to reach 46 million
Its new responsible mission has been “to enable @agople by 2020, targeting a 10% of market share in
many people as possible to see the world bettecountries it operates. Alongside the New Vision
(Essilor, 2007). Alongside the globalization stggte Generation  division, the Corporate Mission
initiated by Xavier Fontanet, the former CEO, thedepartment remains in charge of the Sustainable
sustainable development direction supported thBevelopment direction for reporting and
Vice President South Asia, Middle-East, Souttcommunicating CSR integration and promoting
Africa & East Africa to create in 2006 an innovativ internal ethics and business conduct principles, as
business approach to reach profitably unprivilegedell as the company’s Foundation for charity
people in rural India (Garrette, Benkirane, & Rageractivities. A last axis, the Vision Impact Instiyt
Marchant, 2008). Essilor took advantage of avas created to advocate on the broad impact of
partnership with two large non-profit eye-carevision correction.
hospitals in India, namely Aravind and Sankara
Nethralaya to develop mobile vans that perform in- Grundfos Holding A/S is a Danish-based
situ optometrist tests, lenses production anteading pump manufacturer. Grundfos turnover in
eyeglasses sales. Up to 12 vans developed BY12 exceeded €3 billion and employs 18 000
Essilor have been accompanying another series péople working in more than 50 countries. Taking
12 ophthalmologic vans owned by the two hospitalstock on the global concern about water
to perform distant consultations through satellitananagement for a sustainable development,
communication. This model permitted Essilor toGrundfos reported the integration of environmental
follow the sustainable development direction rulesssues into its core activities since the early@®€0
to provide visual corrections following (Grundfos, 2002). In parallel, the Group initiated
professionals’ prescriptions and to remain in thehilanthropic activities towards society, in lindgttw
formal economy. Although the 12 optometricits first shareholder, The Poul Due Jensen
mobile vans succeeded in reaching economiEoundation, for which one of its mission is to dena
viability, the project has not been replicated on @& a number of charities and educational or
larger scale due to two limiting factors. First,scientifically oriented projects (Grundfos, 2008).
production capacity of lenses within the vans could In 2009, Grundfos testifies for the integration of
not exceed 32 customers a day, lengthening th@orporate Social Responsibility as an essential
return on investment period. It was also far tom fe element in its business strategies (Grundfos, 2009)
compared to the 5000 daily consultations th&he Group will commit with a “framework of
ophthalmologic vans could perform. Secondlyshared value” both for the company and the society,
Essilor would have faced the low appeal fromwo years before this concept will be popularizgd b
optometrists to travel in rural areas. Porter and Kramer (2011). In particular, the New

Since the arrival of Hubert Sagniéres as the neBusiness division of the Business Development
CEO of Essilor in late 2011, Sustainableexecutive department of the Group will build
Development’'s image has been revalorized as @rundfos Lifelink. This new subsidiary venture
sales growth opportunity. For this purpose, Mraims at targeting rural communities in Africa, Asia
Sagniéres created the “Corporate Mission’and Latin America with a sustainable supply of safe
department, hierarchically and functionally relateddrinking water at an affordable price. The company
to the Direction and under the supervision of thevill innovate to offer a turnkey water solution



integrating a standard Grundfos pump, renewableartnership with a professional association of real
energy production, a water dispenser and mobilestate developers, the Indonesian government and
payment facilities. Since the launch of Grundfoghe local municipality. The agreement secured the
lifelink in March 2009 in Kenya, this satellite supply of cement to construct 5000 houses. The
company has covered 40 projects giving access smcond project, focused on house or shop extensions
clean water to 100 000 people, commissioned ineeds rather than construction, which was unmet
partnership with local governments or developmendue to loan scarcity for low-income people. In
organizations (Grundfos, 2013a). partnership with the NGO Care, its Indonesian
The pilot phase in Kenya demonstrated to thsubsidiary specialized in microcredit, and local
company'’s direction that a business case could eximicrofinance institutions, an innovative business
in targeting the $8.4 billion latent market for themodels was created to combine microcredit, supply
water and sanitation sector composed of potentiaf cement, sensitization of borrowers, and skills
customers such as water utilities and players ®f thrsupport to local retailers and masons.
development sector. At the time of writing this Learning from the pilot phase led the direction of
paper, Grundfos Lifelink was being integrated back afarge reconsider the BoP segment as “A business
into the company, becoming a standalone divisioopportunity”. An “Affordable Housing” division
of the Business Development executive departmentas created in 2012 under the newly Innovation
Lifelink was progressively getting the mandate tdirection with double commercial and social impact
become responsible for this new market segmermbjectives. While an internal innovation plan runs
composed by the Base of the Pyramid enddntil 2015 with profit targets, the direction set a
customers. societal plan running until 2020. Among its nine
ambitions, the Affordable Housing programme will
Lafarge is a French-based worldwide leader inhave to “enable 2 million people to have access to
building materials with activities in cement, affordable and sustainable housing” (Lafarge, 2012)
aggregates and concrete. In 2012, Lafarge postedn late 2013, the Affordable Housing initiativeasv
sales of €15.8 billion, and employs 68 000 peoplective in 15 countries, combining different market
The company’s responsibility started to formalize i approaches: microcredit for individual home
the late 1990’s with the parallel rise of concernsmprovement or extension; “mass affordable”
towards stakes of the extractive industry, and moreousing programmes with real-estate developers;
specifically the cement industry. To tackle relatedehabilitation of slums in-situ; and new generation
issues, Lafarge built a stakeholder managemesbcial housing in developed countries.
approach; initiated numerous partnerships with
NGOs such as WWF or CARE; and involved in the Schneider Electricis a French-based leader in
World Business Council for Sustainableenergy management with activities in utilities and
Development’s initiative on sustainable cementnfrastructure, industries and machines
industry (Lafarge, 2003). Similarly, the companymanufacturers, non-residential building, data asnte
initiated charity partnerships with NGOs to addressand networks and in residential. In 2012, the
social issues such as housing projects focompany achieved revenues of €24 billion and
underprivileged people, which also focused oremploys 140 000 people worldwide. Schneider
families living close to its production sites. Inet Electric focuses on “making energy safe, reliable,
mid 2000’s, Lafarge took part in governmentalefficient, productive and green”, which highlights
social housing projects as a Public Relation levethe environmental embeddedness into its core value
As highlighted by Perrot, “the BOP issue wasproposition. The company’s concern about societal
mostly perceived as a social issue” and “Not aesponsibility first emerged in 1998 with the
business opportunity” (2011, pp. 86-87). creation of the Schneider Electric Foundation
First concern within Lafarge regarding the(Vermot Desroches & André, 2012). Its ethical
potential market that exists at the Base of thenission based on philanthropy consists in promoting
Pyramid segment emerged in 2007, through wouth integration through vocational training in
research partnership with Ecole Polytechniquegnergy trades. Four years later, the Sustainable
France, initiated by the Strategy Direction of theDevelopment direction, affiliated to the Executive
company. Its newly “Sustainable Housing”Strategy and Innovation direction, will be created
programme performed market studies in Indonesiamanage the strategic plans in terms of sustaitabili
which was under reconstruction phase after ththat are quarterly tracked under the Planet & Sgpcie
tsunami that struck the country in 2004, and led tBarometer dashboard.
two pilot projects (Perrot, 2011, pp. 89-95). Thstf In 2009, following the goal of Jean-Pascal
one, led by Lafarge Indonesia, consisted in a socidricoire, President and CEO, to improve the sotieta
housing project in Medan, Sumatra Island, irengagement and to reaffirm the innovation capacity



of the firm, the Sustainable Development Directiolow-income  people  through  public-private
launched the BipBop programme (Vermotpartnerships.
Desroches & André, 2012). BipBop stands for The company recently reasserted its engagement
“Business, Innovation, and People at the Baseef tho “contribute to local economic and social
Pyramid”. The aim of the programme is todevelopment and to meeting international goals for
contribute to access to clean energy for low-incomaccess to essential services” within its ™11
populations mainly in rural areas of Sub-Saharanommitment of its Sustainable Development Charter
Africa, India, and South-East Asia, through thgVeolia Environnement, 2013). In order to support
development of a combined approach ofdecentralized business operations for societal
philanthropy and business. The different pillars okngineering aspects, the Sustainable Development
the program aim at developing a local economi®irection created a methodology called “ACCES”".
fabric through impact investments; deployingThe Direction capitalized on competencies acquired
dedicated access to energy products and solutioirts specific tenders, which included social clause
through the creation of adapted business modelsrgeting low-income people. Acces provides
and promoting long-term competencies bytechnical support in  optimizing  exiting
sponsoring the creation of training with non-profitinfrastructures and standpipes; financial and
partners. economical support in defining socially acceptable

Since its launch, the BipBop programme,pricing policies and individuals socially assisted
considered as an internal “start-up”, knew a caoristaconnections; as well as services and administrative
growth and integration within the company'ssupport for social management department,
organisation though the support from Research armbmmunity management or mobile sales office
Development, manufacturing plants, internal supplhaspects. This led to the implementation of numerous
chain and local operations. Its objectives, botlprojects, mainly in the water sector. In Morocco, a
commercial and societal, increased every year. Iservice contract delegation with the cities of Raba
late 2013, the programme had invested in elevehangier and Tetouan permitted to supply water and
SMEs in the field of access to energy and jolsanitation systems to 80 000 families (Devoto,
integration. The planet & Society Barometer of theDuflo, Dupas, Pariente, & Pons, 2011). The model
company testifies for having provided access toelied on a combination of new standpipes,
energy on a sustainable basis to close to twoanilli progressive pricing policy, individual socially
people; and for having supported the creation of 4@ssisted connections and mobiles sales office. In
training projects, which trained over 40 000 peopldangladesh, Grameen Veolia Water Ltd, a Social
(Schneider Electric, 2011, 2013). At the time ofBusiness Joint Venture created in 2008, built a
writing this paper, the direction of the companyswa small-scale water treatment plant to serve five
studying the potential to consider BipBop as a lin&illages and distribute bottled water in the cdpita
of business regarding its commercial activity. city (Yunus, Sibieude, & Lesueur, 2012).

At the time of writing this paper, Veolia initiated

Veolia Environnement (Veolia) is a French- a recentralization of its different business segmien
based world leader in environmental solutions witland thus organization. Regarding access to eskentia
activities in water management, waste managemerdgrvices, the company was taking stock on the
and energy management for municipal andxperiences in targeting low-income people to
industrial clients. Veolia Environnement recodedcreate a new division called “INNOVE” under the
revenue of €29.4 billion in 2012, and employsMarket Innovation Direction. This new entity would
220 000 people. The company’s position in thewow be responsible to initiate pilot projects and
domain of public service delegation implies to &rg incubate business models on its own, with the
every socio-economic segment of populations whergupport of local business operations of every
the company operates, either it is required byipublsegment. Then, successful projects would be
policies or as a competitive advantage component tfansferred to traditional business operations,
tenders. In the past 15 years, Veolia developesupplementing their strategic differentiation and
technical and industrial competencies in targetingffering new economic value added to their

customers.
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