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bstract

he state absence in low-income communities in Rio de Janeiro drove away companies for decades, as they encountered a hostile environment
or developing business. However, in recent years, the communities have been undergoing a social and economic reorganization supported by
he pacification public policy that aims to reduce social disorder and attract private investment focused on classes C, D and E, described in the
iterature by Prahalad (2004) as the bottom of the pyramid. In this article, the authors contribute to this literature by broadening and deepening
he knowledge about the companies’ strategies for the BOP, intending to analyze the strategies that large companies have been using to operate
n these markets. The method was the multiple case studies covering five large companies: Light, L’Oréal, Banco do Brasil, Banco Santander and
ebrae, and the content analysis prescribed by Bardin (2008) guided the analysis using the software  Atlas Ti 7.0. The results show that companies
re offering new products and services, financial advice, banking services, access to microcredit, development and formalization of consumption
nd local entrepreneurs, and have been adapting their business models, contributing to the integration of these areas to the rest of the city formally
stablished. However, it is observed that companies that have operated more generously have achieved better results and that initiatives are at an
arly stage of maturity, lacking more creativity, courage and independence of the state actions.

 2017 Departamento de Administração, Faculdade de Economia, Administração e Contabilidade da Universidade de São Paulo – FEA/USP.
ublished by Elsevier Editora Ltda. This is an open access article under the CC BY license (http://creativecommons.org/licenses/by/4.0/).
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esumo

 ausência do Estado nas comunidades de baixa renda do Rio de Janeiro afastou as empresas por décadas, visto que encontravam um ambiente hostil
ara desenvolver negócios. No entanto, recentemente, estas vêm passando por uma reorganização social e econômica apoiada na política pública

brought to you by ata, citation and similar papers at core.ac.uk

provided by Cadernos Espinosanos (
e pacificação que visa reduzir a desordem social e atrair o interesse das empresas para as classes C, D e E, descritas na literatura por Prahalad
2004) como de base da pirâmide (BOP). Neste artigo os autores contribuem para esta literatura ampliando e aprofundando o conhecimento sobre
s estratégias de empresas para a BOP, tendo como objetivo analisar as estratégias que as grandes empresas vêm utilizando para atuar nestes
ercados. O método de estudo de casos múltiplos foi utilizado com cinco grandes empresas: Light, L’Oréal, Banco do Brasil, Banco Santander e
ebrae, e a análise de conteúdo prescrita por Bardin (2008), com auxílio do software  Atlas Ti 7.0, serviu para aprofundar a análise. Os resultados

ostram que as empresas vêm disponibilizando novos produtos e serviços, orientação financeira, inclusão bancária, formalização do consumo e

os empreendedores locais, vem adaptando seus modelos de negócios e contribuindo para a integração destes territórios à sociedade formalmente
∗ Corresponding author at: Rua Presidente Wilson, 118, sala 1111, CEP 20030-020 Rio de Janeiro, RJ, Brazil.
E-mail: fernandofilardi@gmail.com (F. Filardi).
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estabelecida. No entanto, observa-se que as empresas que têm atuado de forma mais generosa tem alcançado melhores resultados e que as iniciativas
se encontram em estágio inicial, carecendo de maior criatividade, coragem e independência das ações do Estado.

© 2017 Departamento de Administração, Faculdade de Economia, Administração e Contabilidade da Universidade de São Paulo – FEA/USP.
Publicado por Elsevier Editora Ltda. Este é um artigo Open Access sob uma licença CC BY (http://creativecommons.org/licenses/by/4.0/).

Palavras-chave: Estratégia de empresas; Base da pirâmide; Mercados emergentes

I

h
c
n
t
c
m
p
fi
d

a
s
t
w
u
E

s
(
i
b
L
p
c
S
o

p
(
(
a
(
a
t
b

c
S
p
b
i
o
i
c
t

t
v
t
t
t
o
J
o

L

D
b
o
c
d
t
i
e
t

S

a
c
t
o
p
w
a
p

p
t
s
a
s
t
b

up with examples of companies such as the Hindustan Lever
ntroduction

Over the last 30 years, India, China and Latin America
ave been promoting social inclusion and income increase poli-
ies, generating a social and economic revolution and creating
ew business opportunities for companies wishing to expand
heir activities in the lower classes of these regions. In the
ase of Brazil, and especially in the case of low-income com-
unities in Rio de Janeiro, the main obstacle is the parallel

ower represented by organized crime, violence and drug traf-
cking, contributing to the reduction of corporate investment for
ecades, once they used to find a hostile environment.

However, with the carrying out of the pacification policy
dopted in the communities of Rio de Janeiro since 2008, the
tate has been seeking to revitalize these areas, and this pacifica-
ion movement begins to attract the interest of large companies,
hich see in these interventions opportunities to trade their prod-
cts and services to people of the less favored classes C, D and
, represented by Prahalad (2004) as bottom  of  pyramid  (BOP).

When analyzing the international literature on corporate
trategies in the BOP markets, it is noticed that Prahalad and Hart
2002) and Prahalad and Hammond (2002) advocate that low-
ncome markets represent great opportunities for companies’
usiness expansion, while Prahalad and Ramaswamy (2002) and
ondon and Hart (2004) cite several strategies adopted by com-
anies around the world. The list of authors is extensive and is
onsolidated in the Meta analysis performed by Kolk, Rivera-
antos, and Rufin (2014) who analyzed 104 published articles
n the companies’ performance at the bottom of the pyramid.

In Brazil, a much smaller number of researches has been
ublished about the BOP markets, such as Mattoso and Rocha
2005), Spers and Wright (2006), Parente, Barki, and Kato
2007), Sobral, Oliva, Yu, Almeida, and Ferreira (2007), Miotto
nd Parente (2009), Parente, Brandão, Miotto, and Plutarco
2012), Hemais, Casotti, and Rocha (2013) and Filardi, Trinta,
nd Carvalho (2015), and a deeper analysis reveals that most of
hese studies deals with aspects related to marketing, consumer
ehavior and social issues.

Despite the relevance of this subject, few studies addressing
ompany strategies for the BOP were found, and the work of
ilva and Zilber (2009) reinforces this gap, since their findings
oint to strategies limited to costs reduction and to the use of
rand power, leaving the field open on the subject and encourag-
ng this research development. Seeking to deepen the knowledge
n business strategies for the BOP markets in Brazil, the follow-

ng research question arises: how are strategies being used by
ompanies to operate in pacified communities of the Bottom of
he Pyramid in Rio de Janeiro?

L
a
p

In this article, the contribution to the literature is given
hrough the expansion of the market aspects mentioned in pre-
ious studies, also analyzing how the researched companies use
he strategies to operate in the BOP markets. In this context,
his research purpose is to identify and analyze the strategies
hat large companies have been using to operate in the bottom
f the pyramid markets of the pacified communities in Rio de
aneiro, seeking to contribute to the expansion and deepening
f knowledge about the subject.

iterature  review

According to the World Business Council for Sustainable
evelopment (2006), the world’s leading companies in 2020 will
e those able to deliver products and services to new customers in
rder to address the world’s major challenges, including poverty,
limate changes and the resources depletion, globalization, and
emographic changes. In this context, studies are presented on
he companies’ strategies in the bottom of the pyramid markets
n the world and in Brazil, seeking to organize the identified
xperiences in blocks that will serve as a theoretical contribution
o this research.

tudies  on  the  bottom  of  the  pyramid  in  the  world

By the late 1990s, Arnold and Quelch (1998) and Prahalad
nd Lieberthal (1998) had already shown that multinational
ompanies faced saturated domestic markets, suggesting that
hey needed to break paradigms and take into account less devel-
ped countries as potential markets. However, the first work that
resented the BOP concept was of Prahalad and Hart (2002)
here the authors present the world economic pyramid extracts

nd point out the enormous market potential that the 4 billion
eople who earn less than US$ 2.00/day represent.

In this paper we highlight the main beliefs that prevent com-
anies from investing in BOP markets, including the belief that
heir consumers cannot either afford paying nor use products
old in developed countries, or that only developed markets
ppreciate and pay for new technology; or yet, that these con-
umers can use the previous generation of technology and that
he bottom of the pyramid is not important to the business via-
ility in the long run.

To refute these beliefs, Prahalad and Hart (2002) come
td. (HLL), which launched a detergent called Wheel in India
dapting its formula to suit local needs, adopting decentralized
roduction, marketing and distribution, through small stores,
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djusting the cost structure to reach more consumers at a lower
rice. Another example cited is the Grameen Bank, the micro-
redit pioneer in Bangladesh, which adopted the strategy of
ending small amounts of money to entrepreneurs charging inter-
sts below the market value, using interviews with neighbors
nd acquaintances as part of the process to grant credit, thereby
educing the need for guarantees.

In turn Prahalad and Hammond (2002) point out that poten-
ial consumers in the low-income classes of emerging markets
ccount for 65% of the world’s population and reveal that they
ay more for services and products because of a number of
actors such as the risk of trading in these regions, unneces-
ary intermediaries, bank exploitation and difficult distribution,
hich is seen as a real opportunity for companies with efficient
roduction and distribution. They report the strategies used by
he ITC company which has created a network of 970 kiosks in
000 villages in India to support 600,000 farmers, helping them
o increase their productivity through local partnerships, through
he volume and scale gains, through the ‘shopping together’

odel and through disseminating the best practices in agricul-
ure, optimizing its production chain.

Prahalad and Ramaswamy (2002) list examples of companies
hat have developed business strategies for the bottom of the
yramid in India such as Hyundai that was successful with a
ar of US$ 8000 with performance comparable to a car costing
S$ 11,000 in the US, making minor adjustments to the product

nd enhancing its price/performance ratio, and the Aravind Eye
ospital, which operates 200,000 patients/year being considered

he largest in the world, where it is paid US$ 10 for a surgery
hat in the US costs US$ 1600 and through adapting its business

odel, it performs 60% of their surgeries free of charge, since
he other 40% covers hospital costs.

In an effort to consolidate and disseminate successful busi-
ess experiences in emerging markets, Prahalad (2004) launches
he book Wealth  at  the  Bottom  of  the  Pyramid, where a number of
ases are presented, including that of Cemex, a cement company
rom Mexico, which put engineers and architects available to the
ow-income population to help consumers design their homes by
dopting a co-creation model, since they can’t afford paying for

 project. Cemex placed executives living in the communities so
hey could talk to consumers and based on these conversations
hey built the ‘do-it-yourself’ projects, and started providing
redit for customers to build in groups of up to 3 families, pro-
iding the ‘shopping together’ model, and setting rules where
n-time payments empowered the clients to get more loans.

The Grameen Phone is cited as an example by London and
art (2004) as a strategy of combining banking and mobile

ervices for rural areas of Bangladesh where the company has
mplemented the strategic action of teaching customers about the
roduct importance and usefulness. The authors state that, due
o the lack of funds in the communities and the inadequacy of
apabilities developed for traditional markets, the partnerships
ith local entrepreneurs should be the alternative strategy for

eveloping businesses in emerging markets, generating skills
dapted to the culture, norms, habits, values, principles, con-
umer behavior and business models adapted to the bottom of
he pyramid.

t
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Hart and London (2005) point out a good example of a strat-
gy based on innovative technology and alternative energy that
s the World  Water, a water and energy company present in
7 developing countries, including Somalia, Pakistan and the
hilippines, which created a water pump powered only by solar
nergy. In Hart’s view (2005), companies should seek to adapt
hemselves to the local context of emerging markets by seeking
o understand how legislation works, the consumer behavior, the
usiness practices, taking advantage of the native capabilities,
nabling BOP people to be hired as manpower and involving
ocal suppliers and NGOs with market experience and knowl-
dge.

According to Simanis and Hart (2006) the role of business
hould be redefined, from no longer who diagnoses the disease
nd prescribes the medicine to the one who will be the business
acilitator that guides its development, as in the case of KickStart
hat created an irrigation pump for farms in Kenya, focusing on
pecific project of product adaptation to use the human driving
ower rather than electric power.

Seelos and Mair (2007) present business models based on
trategic alliances and Resource-BasedView  (RBV) to develop
usiness at the bottom of the pyramid and reaffirm that the mod-
ls must be built based on co-creation with the involvement of
he company’s team.

Simanis and Hart (2009) report an increase in the case
f HLL which adopted as strategy the decentralized distribu-
ion involving community leaders, starting to count on a door
o door sales force for toiletries and personal care, recruited
y NGOs to facilitate the creation of small-scale businesses
nd serving as many people as possible by publicizing prod-
cts through the internet and choosing local representatives
o demonstrate the importance of personal hygiene in schools
nd public places, and the result of this endeavor has led to
n expansion of 80,000 villages with a network of 30,000
epresentatives.

In the last decade, a number of studies have emerged espe-
ially in Latin America, such as that of De Angoitia and Ramirez
2009) on the case of mobile phones in Mexico where they found
hat low-income consumers were in a great pent-up demand and
aunched less expensive handsets, but which could receive calls
nd send messages at a low cost, and the study of Gardetti and
’Andrea (2010) on the experience of the Masisa timber com-
any in Argentina, which began to incorporate new products
nd services by organizing meetings and programs for valu-
ng carpenters’ ideas who used to be only their customers,
hich confirms the interest and the growing relevance of con-

umer strategies at the bottom of the pyramid. Complementing
hese experiences, new studies have been published focusing
n the broadening of the poverty concept beyond the lack of
ncome, as well as for the lack of training and on the neces-
ity to understand the real needs of consumers at the bottom
f the pyramid (Ansari, Munir, & Gregg, 2012; Martin & Hill,
012).
Several articles have been published regarding the bottom of
he pyramid between 2010 and 2016, according to a survey in
he ProQuest and Ebsco databases, but most of them describe
ase studies where the strategies presented above have been
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Table 1
Works on the bottom of the pyramid between 2005 and 2016.

Author Approach

Mattoso and Rocha (2005) They sought to understand the purchasing behavior of low-income individuals. They investigated the nature of the financial
problems.

Parente, Barki, and Kato (2005) They investigated the stores motivators and formats selection of the retail food by the low-income consumers in the outskirts
of São Paulo.

Sobral et al. (2007) They studied the most important attributes in the purchase decision of low-income consumers and how companies organize
themselves to serve this segment.

Spers and Wright (2006) They present a comparative analysis of the companies’ performance focused on the popular and high-income markets in
growth, operation and profitability.

Parente et al. (2007) They describe the characteristics of retail food stores that are able to adequately serve low-income consumers.
Silva and Parente (2007) They analyze the low-income consumer profile and highlight differences in segmentation for low income.
Silva and Zilber (2009) They investigated whether the marketing strategies of large companies in the Brazilian market, focused on classes A and B,

can also serve the low-income market.
Miotto and Parente (2009) They research the different formats of clothing stores for low-income consumers.
Mattoso (2010) They list aspects of consumption in the BOP for discussing the need to create a classification scheme that meets the

marketing needs.
Zilber and Silva (2010) They investigated whether the multinational companies in the Brazilian market, previously focused on classes A and B,

promoted innovation to serve the low income.
Parente et al. (2012) They investigated the behavior of low-income consumers by comparing their preferences with regard to street retail centers

and shopping malls.
Hemais Marcus et al. (2013) They studied the incentive to consume in the poorest sections of the population and the insertion of poor people in the

production process.
Filardi et al. (2015) It analyzes characteristics of the beauty consumption at the bottom of the pyramid through the market participants’

perception.
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ource: Literature Review (2016).

mplemented, reinforcing the literature review consolidation and
he theoretical contribution of the research.

tudies  on  the  bottom  of  the  pyramid  in  Brazil

Throughout the domestic literature review, few academic
apers on BOP strategy have been found. In addition, it has
een noticed that most of the studies deal with marketing, con-
umer behavior and social issues, according to Table 1. These
tudies complement the literature review carried out and are
mportant to reinforce the research gap, besides helping to select
he companies investigated.

ethodology

To answer the research question, an exploratory study was
eveloped through multiple case studies, which, for Yin (2005)
nd Eisenhardt (1989) are set up in the most adequate way to
nderstand how and why certain phenomena occur. The short-
ge of research on the companies’ strategies for the BOP in
razil, and especially in the pacified communities of Rio de

aneiro, contributed greatly to the theme choice, justifying the
xploratory nature of the research, because according to Collis
nd Hussey (2003) it is the most appropriate research when there
re few previous studies in which we can seek information about
 problem or issue.
The qualitative approach was adopted in this study, since, for

lick (2009), it is possible to describe the complexity of a given
henomenon, to analyze the interaction between variables, and

e
t
v
a

o understand and classify dynamic processes experienced by
he investigated social groups.

election  of  cases

The selection of the companies to compose the research was
arried out following the criterion of identification of investment
lans of these companies in pacified communities in newspa-
ers and business magazines of large circulation. The second
riterion privileged the large companies, and the third, those
ompanies that were already present in the pacified commu-
ities, making the investigation more reliable. Therefore, we
tarted with a list of 38 companies made out of banks, utilities,
nergy, consumer goods, supermarkets, cable TV, food, beauty
nd business training.

Contacts were made with all these companies in the initial
ist, but many alleged unavailability, lack of interest and market
ecrecy of the information to not participate in the survey, and
he total number of companies that volunteered to participate
as 11, however after the first contact and the research content

xposure, six companies declined and the final number remained
f five companies that affirmed that they were already working
n the Complexo do Alemão and Cidade de Deus communities,
s shown in Table 2.

Nonetheless, a comprehensive final list of case studies was
rawn up which included companies from various sectors of the

conomy, such as energy, beauty services, financial services,
raining and business guidance, and in the case of financial ser-
ices it was possible to count on a public and a private bank,
iming at broadening the research scope results, being thus
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Table 2
Selection of companies and communities.

Initial companies Final list of companies Communities where they work

Banco Santander
L’Oréal
Light
Net (cable TV) Banco Santander Complexo do Alemão
Lojas Americanas L’Oréal Complexo do Alemão and

Cidade de Deus
Banco do Brasil Light Complexo do Alemão and

Cidade de Deus
Bradesco Banco do Brasil Complexo do Alemão
Beleza Natural Sebrae Complexo do Alemão and

Cidade de Deus
Restaurante Spoleto
Correios
Sebrae
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in Rio de Janeiro and São Paulo and the distribution infra-
ource: Case selection phase.

elected the five cases investigated in this research, which are
ight, L’Oréal, Banco do Brasil, Banco Santander and Sebrae.

election  and  profile  of  respondents

Based on the companies and communities’ definition, the
nterviewees were selected. The selected companies were asked
o conduct in-depth interviews with professionals who met the
ollowing criteria: (a) hold a board or management position and
b) be linked to departments or business areas focused on the
ottom of the pyramid communities. It was sent a priori to the
ompanies the interview guide as well as the definition of who
ould be the respondents. All companies placed the limit of two

nterviewees, always being a director and a manager, making 10
espondents. Among the respondents, it was possible to identify
hat all of them work in the communities in which the companies
perate, generating greater representativeness for the sample,
nd many of the survey participants were already working in the
ommunities before the pacification.

tructuring  the  research

Based on the literature review, it was sought to organize the
ompanies’ strategies for the BOP in groups of strategies in order
o classify them, according to Table 3, so that they could serve
s a theoretical framework for the research. The consolidation
f each group occurred by observing the strategy nature and its
onnection with the four most frequent aspects that emerged in
he literature review, which were strategies related to people,
roducts and services, production chain and business model.
fter the division of the groups, we proceeded to the list of

ategories of strategies, which, according to Bardin (2008) rep-
esents the concept general form that brings together a set of
ecording units considering their importance and the regularity

ith which they appear. The recording units were called strate-
ic actions (Table 3) and served as a focus for the transcribed
nterviews coding, performed through the Atlas Ti 7.0.

s
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ata  collection  and  analysis

The primary data were collected through in-depth inter-
iews that took place between October and December 2014.
hey were conducted upon on a semi-structured questionnaire
hich was based on the strategy groups identified in Table 3,

hat addressed the following topics: (a) Company’s plans to
evelop a business model to operate in the Bottom of the Pyra-
id communities recently pacified; (b) Strategies already used;

c) Strategies to be used; (d) Business Strategies, Involvement
trategies, Product/Service Strategies, Production Chain Strate-
ies and Strategies Linked to the Business Model; (e) Questions
bout the overall results.

Secondary data were obtained through documentary research
n the annual sustainability reports and on the websites of the
ompanies studied, ensuring the data triangulation through mul-
iple sources of evidence (Flick, 2009; Yin, 2005).

After finishing the interviews transcriptions, data analysis
as done through a detailed study of the content produced
y the interviews, based on the four stages of analysis pro-
osed by Bardin (2008), which are: (1) analysis organization
preparation and standardization of the data to be analyzed); (2)
ncoding (aggregation strategies in large homogeneous blocks);
3) categorization (conceptual and expressive grouping of data,
lso called data families); and (4) interpretation (analysis of the
esults according to the research objectives) using the features
f Atlas Ti 7.0.

resentation  and  analysis  of  results

The presentation of the following results sought to reveal the
xtent to which each studied company had been using in the
acified communities of Rio de Janeiro, the strategic actions
elated to categories found in the literature which are strate-
ies: (i) related to involving people, (ii) linked to the product or
ervice, (iii) linked to the production chain and (iv) linked to the
usiness model.

In the end, the analysis also aimed to reveal in the research
ndings the strategies that did not appear in the literature review,
ut which were cited by the respondents, thus generating a set
f innovative strategies, given their peculiarity in the Brazilian
ontext, more specifically of the pacified communities of Rio de
aneiro.

he  case  of  L’Oréal

L’Oréal is a French multinational company specialized in cos-
etics, hair products, perfumes and dermatological products. It

perates in 130 countries and is a global leader with revenues of
 22.5 billion in 2012. It has 290 subsidiaries, 42 factories and
2,600 employees. In Brazil, since the 1930s, it installed in 1959

 factory of 1200 m2 and 16 employees. Today, the two factories
tructure, research and innovation, academies of hairdressers’
rofessionalization and the broad sales force represent one of
’Oréal’s largest industrial parks in the world.
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Table 3
Summary of the literature review, base of the theoretical contribution.

Strategy groups Strategies categories Strategic actions Authors

People BOP involvement for validation,
release and sale of products/services

Talk to people in the community;
Interview neighbors and acquaintances for
granting credit;
Involve community leaders;
Establish a direct relationship with
consumers, promoters and consultants;
Search with consumers before the launch of
the products.

Gardetti and D’Andrea (2010)
Simanis and Hart (2009)
Prahalad (2004)
Prahalad and Ramaswamy (2002)
Prahalad and Hart (2002)

Training of the BOP workforce To enable BOP people to hire them as
workers.

Hart (2005)

Product Technological innovation or
adjustments to the product offered

Develop innovative technology;
Adjust the product;
Use alternative energy;
Risk assessment and approval of simplified
credit;
Reduce collateral required for credit;
Make credit available for consumers to buy
products;
Lending small amounts below market.

Ansari, Munir, and Gregg (2012)
Martin and Hill (2012)
Simanis and Hart (2009, 2006)
Hart and London (2005)
Prahalad and Ramaswamy (2002)
Prahalad and Hart (2002)

Operational efficiency Have volume and scale gains;
Leverage the price/performance ratio;
Focus on specific projects.

Simanis and Hart (2006)
Prahalad and Hammond (2002)
Prahalad and Ramaswamy (2002)
Prahalad and Hart (2002)

BOP’s involvement in the sale and
after-sales of products/services

Teach customers about the importance and
usefulness of the product;
Allow customers to test the product in loco
before buying;
Allow customers to do projects of the kind:
“Do it yourself”.

London and Hart (2004)
Prahalad (2004)
Prahalad and Ramaswamy (2002)

Production
Chain

Optimization of the production chain Optimize the production chain. Prahalad and Hammond (2002)
Involvement of local partners in the
production chain

Develop value chain, production process and
distribution involving customers and local
partners (co-creation);
Establish partnerships with local suppliers;
Establish partnerships with local NGOs.

Simanis and Hart (2009) and Hart (2005)
Hart and London (2005)
Prahalad and Ramaswamy (2002)
Prahalad and Hart (2002)

Business
Model

Co-creation of the business model Have a business model based on co-creation. Simanis and Hart (2009)
Seelos and Mair (2007)
Prahalad and Ramaswamy (2002)

Distribution adequacy Use small stores;
Attend local stores;
Make the ‘shopping together’ model
available to customers.

Prahalad and Ramaswamy (2002)
Prahalad and Hart (2002)

Involvement of the company team Have executives allocated or living in
communities;
Provide architects and engineers to help
develop projects of clients from the bottom
of the pyramid.

Seelos and Mair (2007)
Prahalad (2004)
Prahalad and Ramaswamy (2002)

Source: Prepared by the authors (2016).
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According to the L’Oréal Progress Report (2014), its mission
ims to broaden the consumer base while contributing to the
ocial development of the regions where it operates; its strategy
s to bring social and economic development opportunities to
ommunities through training and access to professional prod-
cts.

Concerning strategies related to people, the interviews

nalysis revealed the strong performance of L’Oréal in the
ecruitment, training and professionalization of hairdressers in
artnership with Sebrae, with the provision of technical and

t
a
d

anagement training for them, who in the end received a
iploma of ambassador of the brand in the community. The
lacement in the community has been inviting people who
re interested in having their own business and who enjoy
he beauty sector to take courses and participate in recruit-

ent. In this context, the company has been making credit
vailable to these new business partners in the communi-

ies, offering special conditions to pay the bills, since salons
re being formalized, working with credit cards and buying
irectly.
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Regarding the product suitability, it is noticed that L’Oréal
as adopted the Matrix line, which seeks to offer quality at an
ffordable price, based on production volume and low profit
argin, allowing the access of communities’ consumers.
With regard to the supply chain, the evidence shows that

he main challenge in the communities is the logistics, since
nfrastructure is precarious and many carriers refuse to make
eliveries. This situation forced the company to innovate, cre-
ting a micro-distribution model based on partnerships with
ntrepreneurs from inside the communities that receive the prod-
cts and make the internal distribution. This idea came up
t an entrepreneurs’ fair held by a local NGO, which sought
o strengthen the relationship between the company and the
ntrepreneurs.

As for the business model, it is clear from the respon-
ents’ comments that, in addition to adopting micro-distribution
ather than traditional distribution, L’Oréal has created a sales
odel where business partners are the hairdressers themselves.
nabling them to use the products increases the demand for their
roducts in the community beauty salons. Strictly speaking, the
ompany has been looking to readapt its business model, since
t is estimated that 80% of the beauty market is in the C and D
lasses, and the company has been working for 50 years for the

 and B market, according to L’Oréal (2011).
Still on the business model, because it is expanding its target

udience to the C and D classes, the research findings demon-
trate that internal adjustments and structural change are needed,
here the company is adopting strategies to reduce bureau-

racies and rules for the clients through the awareness of its
mployees that it is necessary to ease the logistics and credit
ctions in order to consolidate the company’s performance in
hese areas.

he  case  of  light

Light is a Canadian company created in 1897, that operates
n the electric sector and has obtained concessions from vari-
us public services, including the generation and distribution of
lectricity. It is present in 31 municipalities of Rio de Janeiro and
istributes energy to over 10 million people. Its Sustainability
eport Light (2014) states that the company is aware of its com-
itment to the development of its concession area, maintaining

artnerships with the state government and city hall, working in
ow-income communities and aiming to contribute to the trans-
ormation of communities through the formalization and change
f habits, seeking a new relationship with customers.

When it comes to strategies aimed at people, it was possible to
earn that the company has been working on large educational
rojects since the pacification beginning in 2008, carried out
ithin the scope of the Energy Efficiency Program, highlighting

he Efficient Community; this program focuses on Education for
he rational consumption of energy and in the change of inef-
cient equipment, as well as the Light Recicla, which converts

ecyclable waste into credits in the electric energy bill, stimulat-
ng recycling in partnership with schools and universities around
he communities that donate the credit of recycled garbage to
ealth and education institutions in the region. In this category,
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evelations were found in the respondents’ words, demonstrating
hat Light has been seeking to transform consumers into allies in
he business expansion and in the formalization of electrical con-
ections, 96% clandestine (“gatos”  = installed  devices  to steal
lectricity) by 2008, hiring 200 Call Center attendants and 700
lectricians in the pacified communities generating employment
nd income; however, it was possible to perceive that formal-
zation is a long process and that the company still faces the
hallenge of making consumers aware of the need to pay for
lectricity.

Concerning the strategic actions regarding the product,
rossing the research revelations with the data found in the Sus-
ainability Report of Light (2014), it is evident that the company
as been adapting its services, changing the models of original
ight poles by fiber poles installed in the regions farthest from
he communities where the trucks do not arrive, and the tradi-
ional electricity meters by new anti-theft and armored networks,
llowing the electricity supply to be disconnect remotely from
ustomers holding unpaid bills, implementing the social tariff
nd increasing the supply of electric energy, contributing to the
ustainable development of the communities.

In the productive chain category, the findings of this study
emonstrate that the approach with NGOs enabled the entry into
ommunities dominated by trafficking, because with the support
f these institutions the company was able to structure its actions
nd implement the necessary services. It was also revealed that
nteraction with partner institutions, such as Instituto Pereira
assos, assisted in the task of putting signs in the streets, help-

ng the company to deliver the electricity bill to consumers in
he communities, reinforcing their position as a citizen by the
ossibility of having a proof of residence.

With regard to the business model, it was possible to verify
hat the company chose to maintain only the service stations and
oes not have local stores, and uses the principles of co-creation
ince it conducts research in the communities aiming to adapt
he services to the consumers’ needs.

he  case  of  Banco  do  Brasil

Banco do Brasil (BB) is the largest Brazilian state financial
nstitution, founded in 1808; it has 5000 branches and 110,000
mployees in more than 21 countries. Currently it ranks first
n assets in Brazil with R$ 982 billion according to data from
anco do Brasil (2013) and its strategy in pacified communi-

ies follows the concept of Sustainable Regional Development
DRS) which aims to generate development by mobilizing eco-
omic, social and political agents, supporting environmentally
iable productive activities, promoting the democratization of
anking and credit.

With reference to people-related strategies, data triangula-
ion shows that Banco do Brasil (2014) is opening agencies in
ommunities, a work that has begun in 2010 in the Complexo
o Alemão, which offers services to open current accounts and

avings accounts, payment of bills, withdrawals and deposits,
nd where there are still no agencies, it has been providing cus-
omer service through mobile units. Still in relation to people,
he respondents’ testimonies revealed that the Bank hires people
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referentially from the community through outsourced compa-
ies since its nature does not allow hiring. The testimony also
evealed that the strategy to engage with communities perme-
tes all the work developed from meetings, lectures and financial
uidelines, and that lending is individual, it is not necessary
o join a group for loan as the bank relies on their informal
tatements and two personal references to reduce the chances
f default by adapting the Grameen Bank methodology cited by
rahalad and Hart (2002).

Regarding the product, data analysis shows that the strategy
o adapt the services has been the microcredit and the moni-
oring takes place through the financial educators who guide
ntrepreneurs to use the funds in a rational and productive way,
hich is revealed as innovative technology, as it has given to

he communities the opportunities for development and social
nclusion. As for economies of scale, the balance is given by
he efficiency and volume of customers, since the loans individ-
ally are not advantageous, but they become attractive if they
re considered in an aggregate way. Still on the product aspects,
t is revealed that the bank has been only operating as financial
dvisor to the specific projects in the communities, since they
ack formalization and documentation to the projects, making it
ifficult to operate as a financial agent.

Regarding the productive chain category, the analysis pointed
ut that the partnership with local NGOs has been a relationship
hat fosters initiatives to empower the low-income population
nd, among other actions, the bank has been assisting in the
evelopment of a cooperative of waste pickers through the guid-
nce for the equipment purchase and the provision of credit
ocused on the production, which is part of the portfolio that
overs the entire value chain of its financial system, financing
he producer, the trader, and also the consumer.

Regarding the business model, respondents state that attend-
ng stores in the communities has served as an input to the

anagerial guidance strategies, and that making managers avail-
ble to provide financial guidance to local entrepreneurs is
lready a practice, avoiding debt as well as strengthening the
elationship with customers. Indeed, it is only after the pacifi-
ation that the bank has been able to take these strategies to the
gencies of the pacified communities aiming at social inclusion
nd banking.

he  case  of  Banco  Santander

Banco Santander is a multinational bank founded in 1857;
t originated in Spain and is the largest in Eurozone, accord-
ng to Banco Santander (2012). Currently the bank has 100

illion customers, 14,400 branches, D  1388 billion of funds,
.3 million shareholders and 187,000 employees. It expanded
ts presence in the world through mergers and acquisitions and
n Brazil since 1957, it entered the market and continued to
cquire banks throughout the 1990s and 2000s becoming the
hird largest private bank with total assets of R$ 407 billion, 24
illion customers and 3728 branches.
The bank has defined its actions for sustainability in pacified

ommunities based on three themes: social and financial inclu-
ion, education and social-environmental business management.
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ccording to Banco Santander (2015a), the belief is that social
nvestment should mobilize society around relevant causes, pro-

ote effective social changes, influence and strengthen public
olicies.

In the category of strategies for people, the findings indicate
hat Santander assumes people in communities are qualified and
ble to be hired because they know the local characteristics.
n addition, a partnership relationship with customers is estab-
ished, where transparency and trust are built through continuous
ialog.

Regarding the product, the research reveals that the Bank goes
eyond the service adequacy and, through microcredit it seeks
o differentiate itself based on the clients’ orientation toward the
se of credit through relationship strategies, establishing a trust
elationship that mitigates the debt risks to the bank. As to the
gency, it adapted the layout  making it smaller, but keeping the
raditional services offered.

With regard to the production chain, it was possible to see
hat the Bank finds in the NGOs an ally to provide resources
o that the youth in the community is be able to meet the labor
arket challenges and then become potential clients, generating

ocial inclusion.
With reference to the business model, it was possible to under-

tand that Santander uses credit agents in direct relation with
he communities’ entrepreneurs where they identify the most
emanded financial services. The findings also show that the
ank believes that the solidarity microcredit is a form of “col-
ective buying” once the system allows a person to get the credit
hat individually they would not have access.

Throughout the interviews analysis it was noticed, in a com-
lementary way, that the bank has been seeking to invest in
ustainable development through social and banking inclusion,
ocusing on the relationship and financial education, since the
onsumers of the communities do not have a banking culture
nd they see no value in self-service technology, but rather they
ely on the guidance of employees about the best way to use the
oney. It became clear that the strategy based on relationship

as been strengthened also through a mural made available to
ntrepreneurs to publicize their products and services, placing
he bank branch as a reference and relationship center of the
ommunities.

he  case  of  Sebrae

The Brazilian Micro and Small Business Support Service
Sebrae) is a private non-profit organization created in 1972 and
perates throughout Brazil to train and promote the development
f small businesses, stimulating entrepreneurship, competitive-
ess and sustainability of these enterprises. It employs 5000
eople and has 8000 consultants working with a focus on sus-
ainable development and on the articulation of public policies
hat create a favorable legal environment.

The Management Report (2014) states that since 1996,

ebrae has been working in communities with a focus on
uidance and formalization, expanding these functions through
ntrepreneurship programs in pacified areas, whose function
s to promote, through the strengthening of small businesses,
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he institutional and sustainable socioeconomic development of
reas served by the pacification.

In the aspects related to people, the respondents assert that
he Sebrae brand facilitates the relationship in the communities,
nd to do so, it adopts as a strategy the articulation and inte-
ration with the stakeholders, according to Hart and London
2005), for whom large companies must expand their corporate
ision, incorporating into their business the discussion of strate-
ies with community members, however, the education higher
evel requirement and the public nature of the institution limit
he hiring.

Regarding the strategies related to the product, Sebrae’s expe-
ience revealed through the analysis shows that the company has
een seeking to adapt the existing services to meet the needs of
ntrepreneurs, identifying innovative solutions within the com-
unities and helping in the structuring and formalization of

hese ideas to later replicate them in other locations.
With regard to the production chain, it was possible to per-

eive that the institution seeks local partnerships, including
GOs, which volunteer their physical space, thus becoming an

advanced office” of Sebrae in the community. With regard to
roduction and distribution, it operates in the optimization of
he entrepreneurs’ production chain, fostering productivity and
ualification. In addition, it creates strategic partnerships with
ompanies, credit institutions and banks, making it a reference
or having 20 years of experience in the communities and for
uiding the newcomers on the social and business dynamics of
he communities.

Finally, with reference to the business model, it is clear from
he analysis results that Sebrae understands the need to develop
ooperation with entrepreneurs to meet their demands and, to
o so it has taken advantage of the co-creation logic and of
he parties’ collective work making them realize that joining is
undamental to articulate the trade between the communities’
embers. The strategy of making specialists available and allo-

ating them to teach how to make the clients’ projects is already
art of the company’s philosophy, since the conception phase
p to the fundraising for the project. On the aspect of visiting
tores, consultants run by communities knowing the business
nd strengthening the relationship.

It is also emphasized in the findings that the Sebrae busi-
ess model takes advantage of the public policy and works to
ormalize and regularize the business environment in the com-
unities through the bureaucratic and tax reduction. The most

triking evolution in terms of structural changes is the creation
f specific departments to elaborate specific models, standards
nd procedures for activities in the communities.

omparative  analysis

The comparative analysis (Table 4) shows that L’Oréal con-
entrates its strategies on the adequacy of products and services
nd on people engagement, in addition to focusing on the

roduction chain, with emphasis on the micro-distribution inno-
ation, which has contributed to good results of its operation.
s for Light, the data shows focus on strategies connected with

he production chain, associated with the people involvement
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mphasizing the relationship with consumers’ communities and
he adequacy of the operation and technology.

Banco do Brasil’s experience focuses on the strategies of
nvolving people, products and services, seeking to develop an
lmost unexplored banking market, using financial guidance as
n entry strategy. Santander’s case focuses on the strategies
inked to products, services and people, with special empha-
is on financial guidance and management advisory services for
lients, but with the differential of using credit agents who visit
lients seeking to go beyond the guidance. Sebrae in turn focuses
n the strategies linked to the customer’s production chain, with
mphasis on the formalization and boosting of the communities’
conomy, as well as the adequacy of its products and the services
f entrepreneurs training.

inal  considerations

The main contribution of this article is to broaden and deepen
he knowledge about the strategies that large companies have
een using to operate in the bottom of the pyramid markets at
he pacified communities of Rio de Janeiro. The research results
llowed us to evaluate the performance of the 5 companies stud-
ed in relation to the categories found in the literature, which
re strategies: (i) related to involving people, (ii) linked to the
roduct or service, (iii) linked to the production chain and (iv)
inked to the business model.

Particularly, in the studied cases, it is generally noticed that,
egarding strategies linked to people, the training has been
ontributing to strength the relationship with the community,
enerating jobs and income and helping to legitimize the entry
nto these areas. It is also observed that companies have been
arrying out research to know the communities’ consumption
atterns in order to launch more suitable products, talking with
esidents, interviewing neighbors and acquaintances to grant
redit and maintaining a direct relationship with consumers and
romoters. Such strategies demonstrate that the companies have
een using various means of collecting information on the habits,
ustoms, needs and desires of consumers at the base of the pyra-
id. However, it was possible to verify that companies are still

sing strategies to train, research, talk, interview and engage
eople in a timid manner.

With regard to products and services, the revelations about the
roduct suitability reinforces that it is essential, either through
he adaptation of language, communication, physical structure,
erms of payment, or the easing of bureaucratic requirements.
egarding teaching customers to use the product, encourage

hem to install them and allow testing before buying it is noticed
hat companies have had sheepish performance, thus losing the
pportunity of validating the product suitability to the target
udience in order to carry out some necessary refinement. It
s noticed that volume and scale gains have been used by all
ompanies as a way of entering the communities in search of
emand acceleration. However, it is clear that they still need to

nd a balance between the products value added and the price
harged.

With reference to the strategies linked to the production chain,
t is observed the partnership with local suppliers in the micro-
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Table 4
Similarities and differences in the use of strategies by the companies.

Strategic  Actions L’Oréal  Light 
Banco 

do Brasi l 

Banco 

Santander 
Sebrae 

In
v

o
lv

in
g

 P
eo

p
le

 1. Talk with community dwellers 

2. Inte rvie w neighbors  and acquaintances for  credit 

3. Involvement of Community Leaders 

4. Direct relationship with consumers and promoters 

5. Search with consumers to launch the product 

6. Train people and hire them as employees 

P
ro

d
u

ct
s/

S
er

v
ic

es
 

7. Innovative technology 

8. Product suitability 

9. Teach customers about the importance and      
usefulness of the product 

10. Volume and Scale Gains 

11. Price / Performance 

12. Allo w custo mers  to test  "in  loco" befor e buy ing 

13. Fo cus on spec ific  proj ects  

14. Customers instal l pro duct through the ‘do -it -
yours elf’ pro ject 

15. Use of  Alterna tive  Energy 

16. Assess  risk  and  si mpli fie d credi t approval  

17. Le nd smal l amou nts  below  ma rket int ere sts 

P
ro

d
u

ct
io

n
 

C
h

a
in

 

18. Value chain, process, production and distribution. 

19. Optimizat ion of the produc tion chain 

20. Make  part nersh ips with local  suppl iers 

21. Make partners hips with loca l NGO s 

B
u

si
n

es
s 

M
o

d
el

 

22. Business  Model Based  on  Co-creation 

23. Small  Stor es 

24. Exe cuti ves  al located / living  in the communi ties 

25. Att end  local stores 

26. Reduct ion of  col lateral required for credit 

27. ‘Shoppin g together’  model  

28. Ar chitects and  engineers  ava ilab le to  as sist  in 
maki ng the pr oject 

29. Cre dit for  custo mers to  purchase  goods and 
services 

tlas T
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Source: Prepared by the authors with the aid of A

istribution operations; however, it appears that there is still
oom for greater interaction through the training of new local
uppliers, creating alternatives. On the other hand, the associ-
tion with NGOs has been carried out through the experience
hat they aggregate due to the legitimacy generated and due to
he security that this relationship generates for the companies,
haring the knowledge of the local culture.

Regarding the business model, it has been observed that com-
anies have been developing the co-creation more as a result of
ractical application rather than as a preconceived idea, once the
ction started to be based on shared growth since the early results
f the micro distribution implementation. It is also noticed that
here is still room for companies to make more visits to cus-
omers, open stores instead of having only service stations and
llocate more professionals to the communities’ consumers aim-
ng at strengthening the relationship. With regard to providing
ndirect credit and reducing guarantees to leverage consumption,
t is seen that companies have sought to stimulate the economic
nd social development through the exchange of old household

ppliances and recycled waste in credits into account, and it
hould also be noticed that other initiatives must be carried out
n this regard.

i
i
m

i 7.0.

Finally, on sustainable development, it is observed that com-
anies have implemented strategies aimed at citizenship creating
ocial tariffs and providing proof of residence generating social
nclusion. In addition, they have offered financial guidance,
anking inclusion, access to microcredit and actions aimed at the
evelopment of entrepreneurs, but it is generally perceived that
he relationship must be a win-win relationship, where compa-
ies must invest first and make a profit later, since the companies
hat have operated more generously have achieved better results.
t is also noticed that the strategies adopted by the companies are
n an initial stage of maturity, lacking more creativity, courage
nd independence of the State actions to operate in these areas.

It should be highlighted some limitations of the research,
mong them the social delimitation of the phenomenon to only
wo communities in Rio de Janeiro, the unavailability of most
ompanies to participate in the research and the fact that there
re only two interviews per company, all of it brings limi-
ations to the comprehensiveness and depth and the change
n the communities’ situation occurred due to the instability

n the economy. The suggestions for future researches are to
nvestigate other companies that work in other low-income com-

unities in Rio de Janeiro, pacified or not. Another suggestion
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s to investigate companies that operate in communities in other
egions of Brazil.
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