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International dollars (purchasing power parity exchange rates) are used throughout this report 

unless otherwise specified. Market figures and household income and expenditure measured by 

household surveys are given in 2005 international dollars. 

Current US dollars means 2005 dollars.

For convenience, however, BOP income figures used to describe BOP income segments or the 

BOP and mid-market income cut-offs are measured in 2002 international dollars (purchasing 

power parity dollars or PPP), since 2002 is the reference year to which the surveys used in this 

analysis were normalized. The BOP population segment is defined as those with annual incomes 

up to and including $3000 per capita per year (2002 PPP). The mid-market population segment 

is defined as those with annual incomes above $3,000 and up to and including $20,000 PPP. The 

high income segment includes annual incomes above $20,000 PPP. The report and accompany-

ing country tables use annual income increments of $500 PPP within the BOP to distinguish six 

BOP income segments, denoted as BOP500, BOP1000, BOP1500, etc. 

In 2005 international dollars, the cutoff for the BOP and the mid-market population segments 

are $3,260 and $21,731.

Aggregate data are presented for four developing regions—Africa, Asia (including the Middle 

East), Eastern Europe, and Latin America and the Caribbean as well as for the world as a whole. 

The report refers to surveyed countries, which includes 110 countries for which household sur-

vey data were available. (See Appendix A for a list of countries by developing region and for ad-

ditional countries.) The report also refers to measured countries as those for which standardized 

survey data on household expenditures were available. (See Appendix B for a list of countries by 

region.) 

The report analyzes market composition in terms of total annual income or expenditures by 

BOP income segments. The graphics representing the data, in 2005 PPP dollars, are scaled to 

produce figures of workable size, but show accurately the relative total household spending by 

income segment. 

The report also analyzes household spending in terms of average annual per household expen-

ditures. Again, the graphics representing the data are scaled, but show accurately the relative 

household spending for each BOP income segment.

The report illustrates the market composition by urban and rural locations, both for the total 

BOP market and by BOP income segment. The graphics representing the data are scaled, but 

show accurately the relative urban and rural spending.





Four billion low-income people, a majority of the world’s pop-
ulation, constitute the base of the economic pyramid. New 
empirical measures of their behavior as consumers and their 
aggregate purchasing power suggest significant opportunities for 
market-based approaches to better meet their needs, increase 
their productivity and incomes, and empower their entry into 
the formal economy.

The 4 billion people at the base of the economic pyramid (BOP)—all 

those with incomes below $3,000 in local purchasing power—live in rela-

tive poverty. Their incomes in current U.S. dollars are less than $3.35 a 

day in Brazil, $2.11 in China, $1.89 in Ghana, and $1.56 in India.
1
 Yet to-

gether they have substantial purchasing power: the BOP constitutes a $5 

trillion global consumer market. 

The wealthier mid-market population segment, the 1.4 billion people 

with per capita incomes between $3,000 and $20,000, represents a $12.5 

trillion market globally. This market is largely urban, already relatively 

well served, and extremely competitive. 

In contrast, BOP markets are often rural—especially in rapidly growing 

Asia—very poorly served, dominated by the informal economy, and, as a 

result, relatively inefficient and uncompetitive. Yet these markets rep-

resent a substantial share of the world’s population. Data from national 

household surveys in 110 countries  show that the BOP makes up 72% 

of the 5,575 million people recorded by the surveys and an overwhelm-

ing majority of the population in Africa, Asia, Eastern Europe, and Latin 

America and the Caribbean—home to nearly all the BOP. 

Analysis of the survey data—the latest available on incomes, expendi-

tures, and access to services—shows marked differences across countries 

in the composition of these BOP markets. Some, like Nigeria’s, are con-

centrated in the lowest income segments of the BOP; others, like those in 

Ukraine, are concentrated in the upper income segments. Regional dif-

ferences are also apparent. Rural areas dominate most BOP markets in 



Africa and Asia; urban areas dominate most in Eastern Europe and Latin 

America.  

Striking patterns also emerge in spending. Not surprisingly, food 

dominates BOP household budgets. As incomes rise, however, the share 

spent on food declines, while the share for housing remains relatively 

constant—and the shares for transportation and telecommunications 

grow rapidly. In all regions half of BOP household spending on health 

goes to pharmaceuticals. And in all except Eastern Europe the lower in-

come segments of the BOP depend mainly on firewood as a cooking fuel, 

the higher segments on propane or other modern fuels. 

That these substantial markets remain underserved is to the detri-

ment of BOP households. Business is also missing out. But there is now 

enough information about these markets, and enough experience with 

viable business strategies, to justify far closer business attention to the 

opportunities they represent. Market-based approaches also warrant far 

more attention in the development community, for the potential ben-

efits they offer in bringing more of the BOP into the formal economy and 

in improving the delivery of essential services to this large population 

segment. 

The development community has tended to focus on meeting the needs 

of the poorest of the poor—the 1 billion people with incomes below $1 

a day in local purchasing power. But a much larger segment of the low-

income population—the 4 billion people of the BOP, all with incomes 

well below any Western poverty line—both deserves attention and is the 

appropriate focus of a market-oriented approach. 

The starting point for this argument is not the BOP’s poverty. Instead, 

it is the fact that BOP population segments for the most part are not inte-

grated into the global market economy and do not benefit from it. They 

also share other characteristics:

• Significant unmet needs. Most people in the BOP have no bank 

account and no access to modern financial services. Most do not 

own a phone. Many live in informal settlements, with no formal 

title to their dwelling. And many lack access to water and sanita-

tion services, electricity, and basic health care. 

• Dependence on informal or subsistence livelihoods. Most 

in the BOP lack good access to markets to sell their labor, handi-



crafts, or crops and have no choice but to sell to local employers or 

to middlemen who exploit them. As subsistence and small-scale 

farmers and fishermen, they are uniquely vulnerable to destruc-

tion of the natural resources they depend on but are powerless to 

protect (World Resources Institute and others 2005). In effect, 

informality and subsistence are poverty traps.

• Impacted by a BOP penalty. Many in the BOP, and perhaps most, 

pay higher prices for basic goods and services than do wealthier 

consumers—either in cash or in the effort they must expend to 

obtain them—and they often receive lower quality as well. This high 

cost of being poor is widely shared: it is not just the very poor who 

often pay more for the transportation to reach a distant hospital or 

clinic than for the treatment, or who face exorbitant fees for loans 

or for transfers of remittances from relatives abroad. 

Addressing the unmet needs of the BOP is essential to raising welfare, 

productivity, and income—to enabling BOP households to find their own 

route out of poverty. Engaging the BOP in the formal economy must be a 

critical part of any wealth-generating and inclusive growth strategy. And 

eliminating BOP penalties will increase effective income for the BOP. 

Moreover, to the extent that unmet needs, informality traps, and BOP 

penalties arise from inefficient or monopolistic markets or lack of atten-

tion and investment, addressing these barriers may also create significant 

market opportunities for businesses. 

Perhaps most important, it is the entire BOP and not just the very poor 

who constitute the low-income market—and it is the entire market that 

must be analyzed and addressed for private sector strategies to be effec-

tive, even if there are segments of that market for which market-based 

solutions are not available or not sufficient. 

Analysis of BOP markets can help businesses and governments think 

more creatively about new products and services that meet BOP needs 

and about opportunities for market-based solutions to achieve them. 

For businesses, it is an important first step toward identifying business 

opportunities, considering business models, developing products, and 

expanding investment in BOP markets. For governments, it can help 



focus attention on reforms needed in the business environment to allow 

a larger role for the private sector. 

BOP market analysis, and the market-based approach to poverty re-

duction on which it is based, are equally important for the development 

community. This approach can help frame the debate on poverty reduc-

tion more in terms of enabling opportunity and less in terms of aid. A 

successful market-based approach would bring significant new private 

sector resources into play, allowing development assistance to be more 

targeted to the segments and sectors for which no viable market solu-

tions can presently be found. 

There are distinct differences between a market-based approach 

to poverty reduction and more traditional approaches. Traditional ap-

proaches often focus on the very poor, proceeding from the assumption 

that they are unable to help themselves and thus need charity or public 

assistance. A market-based approach starts from the recognition that 

being poor does not eliminate commerce and market processes: virtu-

ally all poor households trade cash or labor to meet much of their basic 

needs. A market-based approach thus focuses on people as consumers 

and producers and on solutions that can make markets more efficient, 

competitive, and inclusive—so that the BOP can benefit from them. 

Traditional approaches tend to address unmet needs for health care, 

clean water, or other basic necessities by setting targets for meeting those 

needs through direct public investments, subsidies, or other handouts. 

The goals may be worthy, but the results have not been strikingly suc-

cessful. A market-based approach recognizes that it is not just the very 

poor who have unmet needs—and asks about willingness to pay across 

market segments. It looks for solutions in the form of new products and 

new business models that can provide goods and services at affordable 

prices. 

Those solutions may involve market development efforts with ele-

ments similar to traditional development tools—hybrid business strat-

egies that incorporate consumer education; microloans, consumer 

finance, or cross-subsidies among different income groups; franchise or 

retail agent strategies that create jobs and raise incomes; partnerships 

with the public sector or with nongovernmental organizations (NGOs). 

Yet the solutions are ultimately market oriented and demand driven—

and many successful companies are adopting such strategies. 



Perhaps most important, traditional approaches do not point toward 

sustainable solutions—while a market-oriented approach recognizes 

that only sustainable solutions can scale to meet the needs of 4 billion 

people. 

Business interest in BOP markets is rising. Multinational companies have 

been pioneers, especially in food and consumer products. Large national 

companies have proved to be among the most innovative in meeting the 

needs of BOP consumers and producers, especially in such sectors as 

housing, agriculture, consumer goods, and financial services. And small 

start-ups and social entrepreneurs focusing on BOP markets are rapidly 

growing in number. But perhaps the strongest and most dramatic BOP 

success story is mobile telephony.

Between 2000 and 2005 the number of mobile subscribers in devel-

oping countries grew more than fivefold—to nearly 1.4 billion. Growth 

was rapid in all regions, but fastest in sub-Saharan Africa—Nigeria’s sub-

scriber base grew from 370,000 to 16.8 million in just four years (World 

Bank 2006b). Household surveys confirm substantial and growing mobile 

phone use in the BOP population, which has clearly benefited from the 

access mobile phones provide to jobs, to medical care, to market prices, to 

family members working away from home and the remittances they can 

send, and, increasingly, to financial services (Vodafone 2005). 

A strong value proposition for low-income consumers has translated 

into financial success for mobile companies. Celtel, an entrepreneurial 

company operating in some of the poorest and least stable countries in 

Africa, went from start-up to telecom giant in just seven years. Acquired 

for US$3.4 billion in 2005, the company now has operations in 15 African 

countries and licenses covering more than 30% of the continent. 

Not all sectors have found their footing in BOP markets yet. Privatized 

urban water systems, for example, have encountered financial and politi-

cal difficulties in developing countries, and the result has been neither 

better service for low-income communities nor success for the compa-

nies. The energy sector has similarly had only limited success in providing 

affordable off-grid electricity or clean cooking fuels to rural BOP com-

munities. But even these sectors have seen encouraging new ventures, 

and further development of technology and business models may expand 

BOP markets. 



The operating and regulatory environments in developing countries can 

be challenging. Micro and small businesses especially face disadvantages. 

If they are informal, they cannot get investment finance, participate in 

value chains of larger companies, or sometimes even legally receive ser-

vices from utilities. Condemned to remain small, they cannot generate 

wealth or many jobs. Nor do they contribute to the broader economy by 

paying taxes. 

Most face barriers to joining the formal economy in the form of anti-

quated regulations and prohibitive requirements—dozens of steps, delays 

of many months, capital requirements beyond attainment for most of the 

BOP. In El Salvador, for example, starting a legitimate business used to 

take 115 days and many separate procedures—until recent reforms re-

duced the effort to 26 days and allowed registration with four separate 

agencies in a single visit. But even for legitimate small businesses, invest-

ment capital is generally unavailable and supporting services scarce. 

Fortunately, there is growing recognition of the importance of remov-

ing barriers to small and medium-size businesses and a growing toolbox 

for moving firms into the formal economy and creating more efficient 

markets. And as the World Bank and International Finance Corporation 

(IFC) show, in their annual Doing Business reports, there is also mount-

ing evidence that the tools work. In El Salvador five times as many busi-

nesses register annually since its reforms. Many countries, including 

China, have dropped minimum capital requirements. The pace of reform 

is accelerating, with more than 40 countries making changes in the most 

recent year surveyed.
2

Coupled with reform is growing attention to enterprise development 

initiatives focusing on BOP markets and investment capital for small and 

medium-size businesses. Several international and bilateral development 

agencies are launching investment funds to support the growth of small 

and medium-size enterprises across the developing world. These efforts, 

and the growing private sector interest in investing in such enterprises 

in developing countries, explicitly recognize that an expanded private 

sector role and a bottom-up market approach are essential development 

strategies. 



Total household income of $5 trillion a year establishes the BOP as a 

potentially important global market. Within that market are large varia-

tions across regions, countries, and sectors in size and other character-

istics. 

Asia (including the Middle East) has by far the largest BOP market: 

2.86 billion people with income of $3.47 trillion. This BOP market repre-

sents 83% of the region’s population and 42% of the purchasing power—a 

significant share of Asia’s rapidly growing consumer market. 

Eastern Europe’s $458 billion BOP market includes 254 million peo-

ple, 64% of the region’s population, with 36% of the income. 

In Latin America the BOP market of $509 billion includes 360 million 

people, representing 70% of the region’s population but only 28% of  total 

household income, a smaller share than in other developing regions.

 Africa has a slightly smaller BOP market, at $429 billion. But the BOP 

is by far the region’s dominant consumer market, with 71% of purchas-

ing power. It includes 486 million people—95% of the surveyed popula-

tion. 

Sector markets for the 4 billion BOP consumers range widely in size. 

Some are relatively small, such as water ($20 billion) and information 

and communication technology, or ICT ($51 billion as measured, but 

probably twice that now as a result of rapid growth). Some are medium 

scale, such as health ($158 billion), transportation ($179 billion), housing 

($332 billion), and energy ($433 billion). And some are truly large, such 

as food ($2,895 billion).
3

Evidence of BOP penalties emerges in several sectors. Wealthier 

mid-market households are seven times as likely as BOP households to 

have access to piped water. Some 24% of BOP households lack access 

to electricity, while only 1% of mid-market households do. Rural BOP 

households have significantly lower ICT spending and are significantly 

less likely to own a phone than rural mid-market households or even 

urban BOP households—consistent with the broad lack of access to ICT 

services in rural areas. 



Why are some enterprises succeeding in meeting BOP needs, and others 

are not? Successful enterprises operating in these markets use four broad 

strategies that appear to be critical:

• Focusing on the BOP with unique products, unique services, or 

unique technologies that are appropriate to BOP needs and that 

require completely reimagining the business, often through sig-

nificant investment of money and management talent. Examples 

are found in such sectors as water (point-of-use systems), food 

(healthier products), finance (microfinance and low-cost remit-

tance systems), housing, and energy.

• Localizing value creation through franchising, through agent 

strategies that involve building local ecosystems of vendors or 

suppliers, or by treating the community as the customer, all of 

which usually involve substantial investment in capacity building 

and training. Examples can be seen in health care (franchise and 

agent-based direct marketing), ICT (local phone entrepreneurs 

and resellers), food (agent-based distribution systems), water 

(community-based treatment systems), and energy (mini-hydro-

power systems).

• Enabling access to goods or services—financially (through sin-

gle-use or other packaging strategies that lower purchase barri-

ers, prepaid or other innovative business models that achieve the 

same result, or financing approaches) or physically (through novel 

distribution strategies or deployment of low-cost technologies). 

Examples occur in food, ICT, and consumer products (in packaging 

goods and services in small unit sizes, or “sachets”) and in health 

care (such as cross-subsidies and community-based health insur-

ance). And cutting across many sectors are financing strategies that 

range from microloans to mortgages. 

• Unconventional partnering with governments, NGOs, or groups 

of multiple stakeholders to bring the necessary capabilities to the 

table. Examples are found in energy, transportation, health care, 

financial services, and food and consumer goods. 

Enterprises may—and often do—use more than one of these strategies 

serially or in combination. 



In this report current U.S. dollars means 2005 dollars. Unless otherwise noted, however, market information is 
given in 2005 international dollars (adjusted for purchasing power parity); for convenience, BOP and mid-market 
income cutoffs are given in international dollars for 2002 (the base year to which household surveys used in the 
analysis for the report have been normalized). U.S. dollars are generally denoted by US$, international dollars by $.

The tools are available in the World Bank and IFC’s annual Doing Business reports, along with country ratings of 
progress on reform. For the most recent results, see World Bank and IFC (2006). 

The analysis of market size starts with household expenditure data from 36 countries for which recorded 
expenditures have been mapped into standard spending categories. (The underlying surveys may vary from 
country to country and across time, however, so that information collected may not be directly comparable.) The 
analysis estimates the size of sector markets in each region by extrapolating from these measured countries to a 
broader set of surveyed countries for which BOP income data exist. This approach assumes that the ratio of sector 
expenditure to total household expenditure will be similar in the two sets of countries within a region. It also 
assumes that total household income equals total household expenditure. 
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In an informal suburb of Guadalajara, Mexico, a growing family is 
struggling to expand their small house. Help arrives from a major 
industrial company in the form of construction designs, credit, 
and as-needed delivery of materials, enabling rapid completion 
of the project at less overall cost.

In rural Madhya Pradesh, an Indian farmer gains access to soil 
testing services, to market price trends that help him decide what 
to grow and when to sell, and to higher prices for his crop than 
he can obtain in the local auction market. The new system is an 
innovation of a large grain-buying corporation, which also 
benefits from cost saving and more direct market access.

A South African who lives in an impoverished, crime-ridden neighbor-

hood of Johannesburg has no bank account, cannot order items from a 

distant store, and is sometimes robbed of her pay packet. She finds that 

a new financial service offered by a local start-up company allows her 

mobile phone to become a solution—her pay is deposited directly to her 

phone-based account, she can make purchases via an associated debit 

card, and she carries no cash to steal. 

In a small community outside Tianjin, China, a small merchant whose 

children have been repeatedly sickened by drinking water from a heav-

ily-polluted river is distraught. He finds help not from the overwhelmed 

municipal government but from a new, low-cost filtering system, devel-

oped by an entrepreneurial company, which enables his family to treat 

its water at the point of use.  

Four billion people such as these form the base of the economic 

pyramid (BOP)—those with incomes below $3,000 (in local purchasing 

power). The BOP makes up 72% of the 5,575 million people recorded by 

available national household surveys worldwide and an overwhelming 

majority of the population in the developing countries of Africa, Asia, 

Eastern Europe, and Latin America and the Caribbean—home to nearly 

all the BOP.



This large segment of humanity faces significant unmet needs and 

lives in relative poverty: in current U.S. dollars their incomes are less than 

$3.35 a day in Brazil, $2.11 in China, $1.89 in Ghana, and $1.56 in India. Yet 

together they have substantial purchasing power: the BOP constitutes a 

$5 trillion global consumer market.

The wealthier mid-market population segment, the 1.4 billion people 

with per capita incomes between $3,000 and $20,000, represents a $12.5 

trillion market globally. This market is largely urban, already relatively 

well served, and extremely competitive. 

BOP markets, in contrast, are often rural—especially in rapidly grow-

ing Asia—very poorly served, dominated by the informal economy, and 

as a result relatively inefficient and uncompetitive. The analysis reported 

here suggests significant opportunities for more inclusive market-based 

approaches that can better meet the needs of those in the BOP, increase 

their productivity and incomes, and empower their entry into the formal 

economy. 

The analysis draws on data from national household surveys in 110 

countries and an additional standardized set of surveys from 36 countries. 

Using these data—on incomes, expenditures, and access to services—it 

characterizes BOP markets regionally and nationally, in urban and rural 

areas, and by sector and income level. The results show striking patterns 

in spending. Food dominates BOP household budgets. As incomes rise, 

however, the share spent on food declines, while the share for housing 

remains relatively constant—and the share for transportation and tele-

communications grows rapidly. 

The composition of these BOP markets differs markedly across coun-

tries. Some, like Nigeria’s, are concentrated in the lowest income seg-

ments of the BOP; others, like those in Ukraine, are concentrated in the 

upper income segments. Regional differences are also apparent. Rural 

areas dominate most BOP markets in Africa and Asia; urban areas domi-

nate most in Eastern Europe and Latin America and the Caribbean. 



The underlying proposition that business activities can help reduce pov-

erty is not new. Many books and influential reports have outlined both 

the need and the preconditions for a greater role for the private sector in 

development (see, for example, Commission on the Private Sector and 

Development 2004). 

This report adds two important missing elements: a detailed if pre-

liminary economic portrait of the BOP—based on recorded incomes and 

expenditures—and an overview of sector-specific business strategies 

from successful enterprises operating in BOP markets. These data and 

the record of experience back the calls for broader business engagement 

with the BOP. Moreover, a guide to BOP markets is timely because signifi-

cant new investment—public and private—is being committed to serving 

the BOP. 

This work builds on concepts introduced by Hart and Prahalad (2002), 

Prahalad and Hammond (2002), Prahalad (2005), and Hart (2005) and 

explored by a growing number of authors (Banerjee and Duflo 2006; 

Kahane and others 2005; Lodge and Wilson 2006; Wilson and Wilson 

2006; Sullivan 2007). Based on their own definitions of the BOP, these 

analysts have offered preliminary estimates of the BOP population vary-

ing from 4 billion to 5 billion. Providing an empirical foundation and a 

consistent, worldwide set of baseline data is one motivation for the analy-

sis reported here. The analysis, with a focus on documenting BOP income 

and expenditures, parallels similar efforts by Hernando De Soto to docu-

ment their assets (see box 1.1). 

The development community has tended to focus on meeting the 

needs of the poorest of the poor—the 1 billion people with incomes below 

$1 a day (in local purchasing power). This analysis argues that a much 

larger segment of the low-income population—the 4 billion people of 

the BOP, all with incomes well below any Western poverty line—both 

deserves our concern and is the appropriate focus of a market-oriented 

approach.The starting point for the analysis is not just the BOP’s relative 

poverty. Instead, it is the fact that BOP populations for the most part are 



not integrated into the global market economy 

and do not benefit from it. Those in the BOP also 

have significant unmet basic needs and often 

pay higher prices than mid-market consum-

ers for the same service or commodity—a BOP 

penalty. These characteristics profile a unique 

market (see box 1.2).

A key issue in understanding BOP mar-

kets is informality. The International Labour 

Organisation (ILO 2002) estimates that more 

than 70% of the workforce in developing coun-

tries operates in the informal or underground 

economy, suggesting that most BOP livelihoods 

come from self-employment or from work in 

enterprises that are not legally organized busi-

nesses. This informal economy is a significant 

fraction of the size of the formal economy. 

According to a detailed study by economist Friedrich Schneider (2005), 

the informal economy averages 30% of official GDP in Asia, 40% in 

Eastern Europe, and 43% in both Africa and Latin America and the 

Caribbean. Informality is a trap for the assets and the growth potential 

of micro and small businesses and those who work in them.

Another important source of income for many BOP households is 

remittances from family members working overseas, much of which 

travels through informal channels. Recent work by the Inter-American 

Development Bank and the World Bank has documented the growing im-

portance of remittances. In 2005 such transfers through official channels 

amounted to US$232 billion, of which US$167 billion went to develop-

ing countries—though actual amounts, including remittances through 

informal channels, may have been as much as 50% more (World Bank 

2006a).3

These results together suggest that a significant part of BOP income 

comes from activities and sources that are only indirectly reflected in na-

tional economic statistics. Household surveys, in contrast, usually seek to 

capture all sources of income or total expenditures. Reporting of income 

may not be precise, but in this report the income data are buttressed by 

detailed, standardized expenditure data in a substantial subset of coun-

tries. Thus the BOP market analysis here, based on household surveys, 



provides the most direct measure of total income and expenditures and 

of the economic impact of informal employment and remittances.

Moreover, the surveys, despite some limitations for the purposes 

here,4 provide direct information on the BOP as consumers that is not 

available from other sources of economic data. This report uses those 

data to dissect and characterize the economic behavior of the BOP in 

some detail—providing, for the first time, a systematic empirical char-

acterization of BOP markets. 

This work underlines the fact that the low income market includes far 

more people than the very poor—and the entire market must be analyzed 

and addressed for private sector strategies to be effective, even if there 

are segments of that market for which market-based solutions are not 

available or not sufficient. 

Addressing the unmet needs of the BOP is essential to raising welfare, 

productivity, and income—to enabling BOP households to find their own 

route out of poverty. Engaging the BOP in the formal economy must be a 

critical part of any wealth-generating and inclusive growth strategy. And 

eliminating BOP penalties will increase effective income for the BOP. 

Moreover, to the extent that unmet needs, informality traps, and BOP 

penalties arise from inefficient or monopolistic markets or lack of atten-

tion and investment, addressing these barriers may also create significant 

market opportunities for businesses. 



Population

Spending

Population

Spending





The BOP market analysis in this report is intended to help businesses 

and governments think more creatively about new products and services 

that meet BOP needs and about opportunities for market-based solutions 

to achieve them. For businesses, characterizing the market in empirical 

terms is an important first step toward identifying business opportuni-

ties, considering business models, developing products, and expanding 

investment in BOP markets. Put simply, while an analysis of the depth of 

poverty does not generate private sector enthusiasm for investment, an 

analysis of BOP market size and willingness to pay might—and is thus a 

critical step toward market-based solutions. 

For governments, such an analysis can help focus attention on reforms 

needed in the operating and regulatory environment to allow a larger role 

for the private sector. 

The market-based approach to poverty reduction and empirical mar-

ket data described in this report are equally important for the develop-

ment community. They can help frame the debate on poverty reduction 

more in terms of enabling opportunity and less in terms of aid. A success-

ful market-based approach would bring significant new private sector 

resources into play, allowing development assistance to be more sharply 

targeted to the segments and sectors for which no viable market solutions 

can presently be found. Market-based approaches and smart develop-

ment policies are synergistic strategies. 

There are distinct differences between a market-based approach to 

poverty reduction and more traditional approaches, and it is useful to 

clarify those differences. As suggested, traditional approaches often focus 

on the very poor, proceeding from the assumption that they are unable to 

help themselves and thus need charity or public assistance. In contrast, a 

market-based approach starts from the recognition that being poor does 

not eliminate commerce and market processes: virtually all poor house-

holds trade cash or labor to meet a significant part of their basic needs. A 



market-based approach thus focuses on people as consumers and produc-

ers and on solutions that can make BOP markets more efficient, competi-

tive, and inclusive—so that the BOP can benefit from them. 

Traditional approaches also tend to address unmet needs for health 

care, clean water, or other basic necessities by setting targets for meet-

ing those needs through direct public investments, subsidies, or other 

handouts. The goals may be worthy, but the results have not been strik-

ingly successful. A market-based approach recognizes that it is not just 

the very poor who have unmet needs and asks about the willingness to 

pay of different market segments. It looks for solutions in the form of new 

products and new business models that can provide goods and services 

at affordable prices. 

Those solutions may involve market development efforts that 

include elements similar to traditional development tools—hybrid busi-

ness strategies that incorporate consumer education or other forms of 

capacity building; microloans, consumer finance, or cross-subsidies among 

different income groups; franchise or retail agent strategies that create 

jobs and raise incomes; and partnerships with the public sector or with 

nongovernmental organizations (NGOs). Many successful companies 

are adopting such innovative strategies, as this report illustrates, some-

times even co-creating solutions with community groups and civil society 

(Brugman and Prahalad 2007). But the solutions ultimately are market 

oriented and demand driven. 

Perhaps most important, traditional approaches do not point to-

ward sustainable solutions, while a market-oriented approach rec-

ognizes that only sustainable solutions can scale to meet the needs of 

4 billion people.

Already business interest in BOP markets is rising, both among large 

national companies and multinational corporations and among small 

entrepreneurial ventures and social entrepreneurs. One indicator is the 

business presence at conferences devoted to the topic5 and the growing 

journalistic coverage in business publications.6

A stronger indicator is the number of large companies conducting 

pilots, launching new businesses, or extending product lines in existing 

businesses that serve BOP markets. Of these, multinational consumer 

product companies such as Unilever and Procter & Gamble have the most 



extensive track record, with “sachet” marketing now widely known and 

single-serving product sizes now dominant in many consumer markets. 

Large national companies have proved to be among the most inno-

vative and adept in meeting needs of BOP consumers and producers. 

Standouts include India’s ITC in agriculture and ICICI Bank in financial 

services, Brazil’s Casas Bahia in consumer goods, and Mexico’s Cemex in 

housing (Annamalai and Rao 2003). But perhaps the strongest and most 

dramatic BOP success story—whether measured by market penetration, 

by the documented benefits to low-income customers, or by the financial 

success of the companies—comes from mobile telephony.

A decade ago phone service in most developing countries was poor, 

and few BOP communities had access to phone service or could afford it 

on the terms offered. The entry of mobile phone companies transformed 

this picture. The number of mobile subscribers in developing countries 

grew more than fivefold between 2000 and 2005 to reach nearly 1.4 bil-

lion. Growth was rapid in all regions, but fastest in Sub-Saharan Africa: 

Nigeria’s subscriber base grew from 370,000 to 16.8 million in just four 

years. Meanwhile, the Philippines’ grew sixfold to 40 million (World Bank 

2006b). Wireless subscribers in China, India, and Brazil together now 

outnumber those in either the United States or the European Union (ITU 

2006).7

Comparison of these numbers with the size of BOP populations sug-

gests substantial and growing penetration of mobile phone use in the BOP, 

confirmed by the household surveys analyzed in this report. Industry ana-

lysts expect more than 1 billion additional mobile subscribers worldwide 

by 2010, with 80% of the growth in developing countries, almost entirely 

in BOP markets (Wireless Intelligence 2005). 

Low-income populations have clearly benefited from access to mobile 

phones, which ease access to jobs, to medical care, to market prices, to 

family members working away from home and the remittances they can 

send, and, increasingly, to financial services (Vodafone 2005). All this de-

pends on the affordability of mobile services, and a critical factor in this 

has been innovative business models such as prepaid voice and prepaid 

text-messaging services, available in ever-smaller units. For example, the 

Philippines’ Smart Communications has a growing, profitable business 

with more than 20 million BOP customers, virtually all of whom use pre-



paid text-messaging services bought in units as small as US$0.03 (Smith 

2004b).

Another innovative business model—shared access, in which an entre-

preneur with a phone provides pay-per-use access to a community—has 

extended the social and economic impact of mobile phones beyond the 

subscriber base. In South Africa more than half the traffic on Vodacom’s 

mobile network in 2004 came not from its 8 million subscribers but from 

4,400 entrepreneur-owned phone shops where customers rent access to 

phones by the minute. In Bangladesh, Grameen Telecom’s village phone 

entrepreneurs now serve 80,000 rural villages, generating more than 

US$100 in monthly revenue per phone by aggregating the demand of 

(and providing service to) entire villages (Cohen 2001).

A strong value proposition for low-income consumers has translated 

into financial success for mobile companies. In 2006 the Kenyan mo-

bile company Safaricom posted the biggest profit ever in East Africa—K 

Sh 12.77 billion (US$174 million)—edging out East African Breweries as 

the region’s biggest profit maker.8 Celtel, an entrepreneurial company 

founded by a British entrepreneur of Sudanese descent and operating in 

some of the poorest and least stable countries in Africa, went from start-

up to telecom giant in just seven years. In 2005 the company was acquired 

for US$3.4 billion. It now has operations in 15 African countries and holds 

licenses covering more than 30% of the continent.9

Not all sectors have found their footing yet in BOP markets, however. 

Privatized urban water systems, for example, have encountered financial 

and political difficulties in developing countries, and the result has been 

neither better service for low-income communities nor success for the 

companies. The energy sector has similarly had only limited success in 

providing affordable off-grid electricity or clean cooking fuels to rural 

BOP communities. 

Even in these sectors, however, there are encouraging entrepreneurial 

ventures—providing affordable water filters or home treatment systems 

so that households can purify water for themselves, offering low-cost 

solar-powered LED (light-emitting diode) lighting systems that can pro-

vide a few hours of light in the evening, or introducing efficient, multi-fuel 

cookstoves that can burn propane, plant oils, or gathered biomass fuels. 

Further development of technology and business models may expand 

BOP markets in these sectors. 



Some observers have raised concerns about market-based approaches 

to reducing poverty (box 1.3). On the ground, however, BOP-oriented 

business activity is accelerating, in many cases generating evidence of 

significant benefits for BOP households and communities. 

The operating and regulatory environments in developing countries can 

be challenging. Micro and small businesses especially face disadvantages. 

If they are informal, they cannot get investment finance, participate in 

value chains of larger companies, or sometimes even legally receive ser-

vices from utilities. Condemned to remain small, they cannot generate 

wealth or large numbers of jobs. Nor do they contribute to the broader 

economy by paying taxes. 

Most face significant barriers to joining the formal economy in the 

form of antiquated regulations and prohibitive requirements—dozens of 

steps, delays of many months, capital requirements beyond attainment 

for most of the BOP. In El Salvador, for example, it used to take 115 days 

and many separate procedures to start a legitimate business—until recent 

reforms reduced the effort to 26 days and allowed registration with four 

separate agencies in a single visit (World Bank and IFC 2006). Even for 

legitimate small businesses investment capital is generally unavailable 

and supporting services scarce. 

Fortunately, there is growing recognition of the importance of remov-

ing barriers to small and medium-size businesses and a growing toolbox 

for moving firms into the formal economy and creating more efficient 

markets. These tools, and country ratings of progress on reform, are 

available in the World Bank and International Finance Corporation’s 

(IFC) annual Doing Business report, along with growing evidence that 

the tools work. In El Salvador five times as many businesses register an-

nually since its reforms. Many countries, including China, have dropped 

minimum capital requirements. The pace of reform is accelerating, with 

more than 40 countries making changes in the most recent year surveyed 

(World Bank and IFC 2006). Accelerated formation of legitimate small 

businesses creates benefits for individuals (owners, workers, customers), 

the enterprises, and the larger economy. 

Coupled with reform is growing attention to enterprise development 

initiatives focused on BOP markets and investment capital for small and 

medium-size enterprises. The Inter-American Development Bank, as 



part of its Opportunity for the Majority program, is committing US$1 bil-

lion over five years to new investments to support private sector efforts 

for the BOP, including small and medium-size enterprises. The Asian 

Development Bank is launching several new investment funds for the 

same purpose. The Japan Bank for International Cooperation aims to 

increase its funds for African private sector development including small 

and medium enterprises. IFC is expanding its technical assistance and 

investment activities for small and medium-size enterprises. 

These efforts, and the growing private sector interest in investing in 

small and medium-size enterprises in developing countries, explicitly 



recognize that an expanded private sector role and a bottom-up market 

approach are essential development strategies. 

Total annual household income of $5 trillion a year establishes the BOP 

as a potentially important global market. Within that market are signifi-

cant regional and national variations in size, population structure income 

distribution, and other characteristics. 

Market size

The BOP market in Asia (including the Middle East) is by far the larg-

est: 2.86 billion people in 19 countries, with an aggregate income of 

$3.47 trillion (box 1.4). The BOP market in these countries represents 

83% of the region’s population and 42% of its aggregate purchasing 

power—a significant share of Asia’s rapidly growing consumer market 

(figure 1.1). In rural areas the BOP is the majority of the market—rep-

resenting 76% of aggregate household income in rural China and effec-

tively 100% in rural India and rural Indonesia.

Eastern Europe’s $458 billion BOP market 

includes 254 million people in 28 surveyed 

countries, 64% of the region’s population, 

with 36% of the region’s aggregate income. In 

Russia, the region’s largest economy, the BOP 

market includes 86 million people and $164 

billion in income. 

In Latin America the BOP market of $509 

billion includes 360 million people, 70% of the 

population in the 21 countries surveyed. The 

BOP market accounts for 28% of the region’s 

aggregate household income, a smaller share 

than in other developing regions. In both 

Brazil and Mexico the BOP constitutes 75% of 

the population, representing aggregate income 

of $172 billion and $105 billion.



In Africa the BOP market, $429 billion, is slightly smaller than that of 

Eastern Europe or Latin America. But it is by far the region’s dominant 

consumer market, with 71% of aggregate purchasing power. The African 

BOP includes 486 million people in 22 surveyed countries—95% of the 

population in those countries.10 South Africa has the region’s strongest 

and most modern economy, yet 75% of the population remains in the 

BOP. The South African BOP market has an aggregate income of $44 bil-

lion. Other countries in the region offer even larger BOP market opportu-

nities, notably Ethiopia ($84 billion) and Nigeria ($74 billion).

Market composition

Population distribution across BOP income groups is far from homoge-

neous. In Nigeria, for example, most of the BOP is concentrated in the 

lowest income segments. Mexico has a more even distribution of popu-

lation by income within the BOP. The contrast between rural and urban 

China is particularly striking, showing that economic opportunities for 

BOP populations are significantly better in urban than in rural areas of 

that country—a disparity that has implications both for business and for 

social stability. 

Spending patterns

Population structure by itself is not a reliable guide to market composi-

tion. Accordningly, this analysis also examines BOP spending patterns 

by country, sector, and income level. This analysis is based on a World 

Bank initiative—the International Comparison Program—to standardize 

the expenditures reported by national household surveys into defined 

categories.

The standardized data allow detailed, sector-by-sector analysis 

within countries, insight into how spending patterns by income level 

differ among countries, and more meaningful aggregation of BOP con-

sumer markets to a regional scale, though the surveys themselves vary 

across countries and over time.11 (See appendix B for a description of the 

standardization methodology and country tables of standardized BOP 

expenditure data by sector and income level.) Combining income and 

expenditure data allows estimation of the size of regional sector markets 

(box 1.5). 



The following chapters analyze BOP sector markets in detail, drawing 

on the country data tables in appendix B. Highlights from those chap-

ters show how the data in this report can be used to characterize BOP 

markets.

• How large is the market? Sector markets for the 4 billion BOP 

consumers range widely in size. Some are relatively small, such as 

water ($20 billion) and information and communication technol-

ogy, or ICT ($51 billion as measured, but probably twice that now 

because of rapid growth). Some are medium scale, such as health 

($158 billion), transportation ($179 billion), housing ($332 billion), 

and energy ($433 billion). And some are truly large, such as food 

($2,895 billion). BOP markets in Asia (including the Middle East) 

are the largest, reflecting the sheer weight of the population in that 

region. Many BOP sector markets in Africa, Eastern Europe, and 

Latin America and the Caribbean are roughly comparable in size, 

reflecting the smaller BOP populations but larger incomes in East-

ern Europe and Latin America. 

• How is the market segmented? BOP markets can be usefully char-

acterized as bottom heavy, top heavy, or flat, depending on where 

spending is concentrated among the six income segments distin-

guished in the BOP. Bottom-heavy BOP markets predominate in 



Asia and Africa, and top-heavy markets in Eastern Europe and 

Latin America. The ICT sector is an exception, with spending still 

typically concentrated in the upper income segments of the BOP 

in all regions. 

• What do households spend? For most sectors average BOP house-

hold spending is significantly higher in Latin America than in other 

regions. For ICT, for example, average BOP household spending 

for the median country is $34 in Africa, $54 in Asia, $56 in East-

ern Europe, and $107 in Latin America. Comparable numbers for 

health care are $154 in Africa, $131 in Asia, $152 in Eastern Europe, 

and $325 in Latin America—and for transportation, $211 in Afri-

ca and Asia, $141 in Eastern Europe, and $521 in Latin America. 

Spending is higher, but differences proportionately less, for food: 

$2,087 in Africa, $2,643 in Asia, $3,687 in Eastern Europe, $3,050 

in Latin America.

• Where is the market? Urban areas dominate the BOP markets for 

water, ICT, and housing in all regions. BOP markets for transpor-

tation and energy are also heavily urban except in most of Asia, 

where rural areas dominate. For food and health care, rural BOP 

markets are larger in most countries of Africa and Asia, and urban 

BOP markets larger in most countries of Eastern Europe and Latin 

America.



• What does the BOP buy? The survey data record interesting pat-

terns in what BOP households buy. For health care, for example, 

more than half of BOP spending goes to pharmaceuticals. For ICT, 

phone service dominates recorded expenditures. Many BOP house-

holds don’t pay cash for water: in Africa surface water is the pri-

mary source for 17% of BOP households, and unprotected wells the 

primary source for relatively large shares in some countries in the 

region. Access to electricity is virtually universal in Eastern Europe 

and high among BOP households in Asia and Latin America, but 

quite low in Africa. For all regions except Eastern Europe firewood 

is the dominant cooking fuel among lower BOP income segments, 

while propane or other modern fuels are dominant among higher 

BOP income segments and in urban areas. 

• Is there evidence of a BOP penalty? Data for several sectors suggest 

a penalty—higher costs or lower quality for services, or no access 

at all—for BOP households. Wealthier mid-market households are 

seven times as likely as BOP households to have access to piped 

water. Some 24% of BOP households lack access to electricity, 

compared with only 1% of mid-market households. ICT spend-

ing and phone ownership are significantly lower among rural 

BOP households than either rural mid-market or even urban BOP 

households—consistent with the broad lack of access in rural areas 

confirmed by coverage data from other sources. 

The following chapters also give case studies of business enterprises that 

are successfully serving BOP markets. Here, four broad strategies are dis-

tinguished that are used by enterprises operating in BOP markets and 

that appear to be critical to their success:

• Focusing on the BOP with unique products, unique services, or 

unique technologies that are appropriate to BOP needs and that 

require reimagining the business, often through significant invest-

ment of money and management talent.

• Localizing value creation through franchising, through agent strat-

egies that involve building local ecosystems of vendors or suppliers, 

or by treating the community as the customer, all of which usually 

involve substantial investment in capacity building and training.



• Enabling access to goods or services—financially (through single-

use or other packaging strategies that lower purchase barriers, pre-

paid or other novel business models that achieve the same result, 

or financing approaches) or physically (through novel distribution 

strategies or deployment of low-cost technologies).

• Unconventional partnering with governments, NGOs, or groups 

of multiple stakeholders to bring the necessary capabilities to the 

table.

Enterprises may—and often do—use more than one of these 

strategies. 

Focusing on the BOP

In the water sector, filters and other point-of-use treatment approaches 

that enable BOP households to purify dirty water exemplify a strategy 

of focusing on the BOP, responding to BOP circumstances with unique 

products and technology. This strategy is also found in the food sector, 

in the development of healthier products that address BOP needs; in the 

housing sector, in the packaging of design, financing, and as-needed de-

livery of materials services; and in the energy sector, in the marketing of 

solar-powered LED lighting and high-tech home cookstoves. In financial 

services, microfinance and low-cost remittance systems reflect a BOP 

focus. 

Localizing value creation

Franchising and direct marketing by agents of pharmaceuticals, health 

services, and preventive health materials are gaining traction in the BOP 

health sector, as are distribution systems (such as Shakti in India) in the 

food and consumer goods sectors. These approaches create jobs and help 

ensure local value creation as well as provide efficient, low-cost distribu-

tion. In the ICT sector mobile phone companies have built extensive eco-

systems of small shops, village phone entrepreneurs, and other vendors 

to sell or deliver their services to BOP markets; in the Philippines even 

McDonald’s franchises serve as points of delivery for remittances sent 

by phone from overseas. 

Community water treatment systems and mini-hydropower sys-

tems enable the community to be the provider as well as the customer. 
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Extractive industries use a similar strategy when they source goods and 

services locally.

Enabling access

Sachet marketing—packaging products in single-use or other small 

units that make them more affordable to the BOP—is associated with 

fast-moving consumer goods. But the strategy is also widely used in the 

food sector and in ICT (pricing voice or text-messaging units at US$.50 

or less and selling Internet access by the quarter hour). These packag-

ing strategies are critical to enabling access in BOP communities, where 

cash is scarce. 

Cross-subsidy strategies—where wealthier customers help subsidize 

services for BOP clients—play a big part in enabling access in the health 

sector. Financing strategies—microloans, consumer finance, or mortgage 

financing for the BOP or even community-based health insurance—play 

a similar part in a range of sectors, enabling access to housing, to health 

care, to solar power systems, and to fertilizers or advanced seeds in ag-

ricultural supply chains for the food sector. 

Franchising and other local value creation strategies also are often 

critical to enabling access to services for the BOP, especially in rural 

areas. 

Unconventional partnering

Public-private partnerships are common in the energy and water sectors. 

Less common but gaining momentum are partnerships between busi-

nesses and NGOs—to build distribution and service networks for cook-

stoves in the energy sector, to build and manage distribution networks 

for food and consumer goods, to create and manage franchise networks 

in health care. As banks move into providing financial services to the 

BOP, some are partnering with microfinance entities and community 

self-help groups. And partnerships between multiple stakeholders are 

being used to transform urban transportation systems. 



In this report current U.S. dollars means 2005 dollars. Unless otherwise noted, however, market information is 

given in 2005 international dollars adjusted for purchasing power parity; for convenience, BOP and mid-market 

income cutoffs are given in international dollars for 2002 (the base year to which household surveys used in this 

analysis have been normalized). See appendix A for the methodology. 

The high-income population segment is approximately 0.3 billion worldwide. But neither its size nor its very 

large aggregate income can be reliably measured by household surveys, because the sample of such households in 

national surveys, especially in developing countries, is too small. 

In 2004 recorded remittances were the second largest source of external financing in developing countries, after 

foreign direct investment, and amounted to more than twice the size of official aid. Including unrecorded flows, 

remittances are the largest source of external financing in many developing countries. (World Bank 2006a).

While household surveys are regarded by economists as a source of reliable economic data, here they are applied 

as market research tools in ways for which they were not designed. As a result, some limitations apply: household 

surveys rarely capture unit prices for commodities purchased, for example, and are not standardized across 

countries or over time. For rapidly developing sectors, such as mobile communications, even relatively recent 

surveys can markedly understate use rates and expenditure.

Conferences include “Eradicating Poverty through Profit” (World Resources Institute, San Francisco, December 

12–14, 2004; http://www.nextbillion.net/sfconference); “Business Opportunity and Innovation at the Base of the 

Pyramid” (World Resources Institute, Multilateral Investment Fund, and Ashoka, São Paulo, August 30, 2005); 

“Business Opportunity and Innovation at the Base of the Pyramid” (World Resources Institute, Multilateral 

Investment Fund, and Ashoka, Mexico City, September 1, 2005); and “Global Poverty: Business Solutions and 

Approaches” (Harvard Business School, Cambridge, MA, December 1–3, 2005; http://www.nextbillion.net/

harvard05conference). 

World Resources Institute, “News: NextBillion.net,” http://www.nextbillion.net/newsroom (accessed January 12, 

2007).

According to the International Telecommunication Union, there were 2,137 million mobile subscribers in 2005. 

India, China, and Brazil together accounted for 555.6 million of those, the European Union for 470.6 million, and 

the United States for 201.6 million.

East African, “Safaricom Makes $12.77 Million Profit, a Record for Region,” October 30, 2006,  http://allafrica.

com/stories/200610301138.html.

Mo Ibrahim, presentation to World Bank, April, 2006. 

Many African countries lack current household surveys. If the missing countries were included, the African BOP 

population and market size might be as much as twice that of the “surveyed” BOP figures given here. In other 

regions the missing countries would not affect reported totals significantly.

While the data are standardized, the household surveys are not and so do not capture the same information in 

each country. Direct comparisons between countries should thus be avoided or used with great caution.

The estimation procedure is based on the following formula applied to BOP markets: measured sector 

expenditure/total expenditure = estimated regional sector expenditure/total regional income, which is then 

solved for estimated regional sector expenditure. This amounts to assuming that the average ratio of sector 

expenditure to total expenditure as sampled in a measured group of countries is a good estimator for the same 

ratio in another group of countries in the region for which income but not standardized expenditure data are 

available. It also assumes that total household income equals total household expenditure, an equivalence already 

assumed in the methodology for assembling the income survey data.
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Rural East Africa illustrates both the challenges BOP house-
holds face in obtaining health care and the potential health 
market they represent. Access to public health care is often 
very limited. Even finding medicines to buy—especially ones 
that work—can be difficult. Spending on health care is low—
only $183 a year for a typical rural household in Uganda. 
Of that, half is spent on medicine, often without a doctor’s prescrip-
tion; self-medication is common for BOP households. 

Despite the huge need for more effective distribution of medicines and 

other health-related consumer products—such as condoms, water filters, 

and antimalaria bed nets—such spending levels might not seem to suggest 

a promising market in which to launch a new franchise pharmacy busi-

ness. Yet CFWshops Kenya is doing just that. Its 64 locally owned fran-

chises charge prices averaging about US$0.50 a treatment for the more 

than 150 pharmaceuticals they stock and last year served 

more than 400,000 customers—and they are profitable. 

CFWshops Kenya and other ventures, both new and well 

established, are demonstrating innovative approaches to 

the large and largely underserved BOP health market.

The measured BOP health market in Africa (12 coun-

tries), Asia (9), Eastern Europe (5), and Latin America 

and the Caribbean (9) is $87.7 billion. This represents 

annual household health spending in the 35 countries 

for which standardized data exist and covers 2.1 billion
of the world’s BOP population. The total BOP health 

market in these four regions, including all surveyed 

countries, is estimated to be $158.4 billion, accounting for 
the spending of 3.96 billion people (see box 1.5 in chapter 

1 for the estimation method).1 Asia has by far the larg-

est measured regional BOP health market—$48.2 bil-

lion, reflecting a large BOP population (1.5 billion). The 

total BOP health market in Asia (including the Middle 

East) is estimated to be $95.5 billion, accounting for the 
spending of 2.9 billion people. Latin America follows, with 

measured BOP health spending of $20.1 billion by 276

million people and an estimated total BOP health market 

of $24 billion (360 million people).

Eastern Europe’s measured BOP health market is 

$11.2 billion, covering the spending of 124 million people,

and the estimated total BOP market is $20.9 billion 



(254 million people). Africa’s measured BOP health market is $8.1 billion, 

comprising the annual spending of 258 million people, and its estimated 

total BOP market is $18.0 billion (486 million people). 

The share of total household health spending that takes place in 

the BOP—and thus the relative importance of the BOP market—var-

ies widely. In Asia the BOP dominates the market, with an 85% share. 

In other regions its share is far smaller: 54% in Africa, 45% in Eastern 

Europe, 38% in Latin America. In Eastern Europe and Latin America 

mid-market and high-income groups tend to dominate health mar-

kets, even though large majorities of the population in both regions are 

in the BOP. But Africa shows the greatest disparity between the BOP 

share of the total population (95%) and the BOP share of health spend-

ing (54%).

At the national level there is similarly wide disparity in the share 

of health spending that occurs in the BOP. In Asia the extremes are 

represented by Pakistan, Bangladesh, and Tajikistan, where the BOP 

constitutes more than 98% of the health market, and Thailand (with a 

substantial mid-market population), where the BOP accounts for only 

44%. In Africa the extremes are Nigeria, where the BOP also accounts for 

98% of the health market, and South Africa (with a market dominated 

by the 25% of its population that is wealthier), where BOP spending is a 

modest 9% of the total. 

In Eastern Europe the extreme is represented by Kazakhstan with 

77% of total health spending in the BOP and Macedonia, FYR (38%). 

In Latin America and the Caribbean the largest BOP shares of total 

health spending are in Jamaica (90%) and Peru (77%), and the smallest 

in Colombia (31%). Generally, the smaller the percentage of the popu-

lation in the BOP, the greater the likelihood that wealthier population 

segments account for a disproportionate share of the health market. 

Bottom-heavy BOP markets—where more than half of spending occurs 

in the bottom three of the six BOP income segments—predominate in 

Africa (9 of 12 countries) and Asia (8 of 9). Malawi and Tajikistan illus-

trate this pattern. In two of the larger countries, India and Indonesia, 

while still bottom-heavy, spending is concentrated more toward the 

middle of the BOP income spectrum, in BOP1000–2000. India, with 

$35 billion in annual BOP health spending (85% of the national market), 

shows what this spending pattern looks like (case study 2.1). Generally in 

Africa and Asia the distribution of health spending across BOP income 



groups closely matches the distribution of the 

population across these groups.

In Eastern Europe and Latin America all 

measured countries show a top-heavy BOP 

spending pattern, illustrated by Russia and 

Peru. Another example is Mexico, with $4.1 bil-

lion in annual BOP health spending (38% of the 

national market; case study 2.2). 

The products and services that households are 

willing to buy depend to some degree on in-

come. Average household spending at different 

income levels is thus a useful guide to product 

design. But spending, especially for health care, 

also depends on access to services. If travel to a hospital or health clinic 

costs more in cash or lost wages than the service itself, anecdotal evidence 

suggests, price-sensitive BOP households may defer treatment until a 

condition is relatively serious.2 In any event, the available health dollars 

might be larger if health care services were relatively available and travel 

costs could be avoided. Current levels of household spending on health 

should thus be regarded as establishing a lower bound for the willingness 

to pay. 

Average health spending by BOP households varies widely across 

countries. The difference depends in part on whether markets are top 

heavy or bottom heavy and may also reflect BOP access to public health 

services. But the variation can also reflect differences in the questions 

asked and the expenditures captured in national surveys. Both Indonesia 

and Pakistan have bottom-heavy health markets, for example, but their 

reported BOP health spending per household averages are very different: 

$78 and $197 (the extremes for measured countries in Asia). 

A more meaningful characterization may be the regional median 

among average annual spending on health by BOP households. These 

figures are as follows: for Africa, $154 (Nigeria) and $168 (Gabon); for 

Asia, $131 (Sri Lanka); for Eastern Europe, $152 (Ukraine); and for Latin 

America, $325 (Peru). In most countries measured, household health 

spending increases roughly in proportion to income through the BOP. 

In many countries, however, health spending increases disproportion-

ately in the highest BOP income segments, BOP2500 and BOP3000—an 

indication of latent demand for health care in the BOP.  For the countries 



above, the ratio of average health spending per 

household in BOP3000 to that in BOP500 is 8:1 

in Nigeria, 6:1 in Gabon, 9.5:1 in Sri Lanka, 3:1 in 

Ukraine, and 6:1 in Peru. Health care models that 

can tap higher income segments to cross-subsi-

dize services to lower income segments—such as 

the Aravind Eye Care Hospitals in India—show 

much promise as a way to extend even expensive 

services such as surgery to the poorest parts of 

the BOP (case study 2.3). 

As incomes rise still higher, per household 

health spending continues to increase—but 

only modestly compared with the increases in 

income, except in Africa. The ratio of average 

annual per household spending for health in the 

mid-market segment to that in the BOP is 1.5:1 

in Russia, 2:1 in Colombia, 2:1 in India, and 3:1 in 

Thailand—but reaches 11:1 in Nigeria and 14:1 in South Africa. 

The relative sizes of urban and rural BOP health markets differ signifi-

cantly across regions. In Asia the rural BOP health market is 2.4 times the 

size of the urban one, largely reflecting the distribution of the BOP popu-

lation. Pakistan’s BOP health market, for example, is 71% rural. Among 

measured Asian countries, only in Indonesia does BOP health spending 

in urban areas exceed that in rural areas. In Africa urban and rural BOP 

health markets are roughly comparable in size, even though rural areas 

generally account for a larger share of the BOP population. In Nigeria, 

for example, rural areas account for 52% of the BOP health market but 

have 22% more BOP households than urban areas. In Eastern Europe, 

in contrast, the urban BOP health market is 61% larger than the rural 

market. Russia’s BOP health market is 61% urban. In Latin America the 

difference is far greater: the urban BOP health market is 3.5 times the 

size of the rural market. The urban share of the market is 85% in Brazil 

and 73% in Colombia.



Average health spending by BOP households is generally higher in 

urban than in rural areas—$451 a year in urban areas of Guatemala, for 

example, but $372 in rural areas. 

The BOP share of the total urban health market is smaller in every re-

gion than the BOP share of the rural market, because of the concentration 

of mid-market and high-income populations in urban areas. 

The first response to illness in many BOP households, especially in the 

lower income segments that dominate bottom-

heavy markets, tends to be self-medication.3

Pharmacies or other sources of medicines are 

thus often the front line of health care, espe-

cially in rural areas where access to clinics and 

hospitals may be limited. Supportive evidence 

for this comes from the surveys reported in this 

analysis: in nearly every measured country and 

in every BOP income segment pharmaceuticals 

account for more than half of all BOP health 

spending. As a result, the BOP often dominates 

national pharmaceutical markets, especially in 

Africa and Asia. 

In Africa, except in Nigeria and South Africa, 

BOP households spend between 51% (Uganda) 

and 87% (Sierra Leone) of their health budget 

on pharmaceuticals. The percentage tends to be 

highest in the lower income segments and to de-

cline slightly as incomes rise. In Latin America, 

except in Mexico, BOP households spend be-

tween 50% (Colombia) and 74% (Brazil) of their 

health budget on pharmaceuticals, again with 

higher percentages in lower income groups. The 

pattern is also found in most countries of Eastern 

Europe (69% in Russia) and in India (76%), 

though not in some other countries of Asia. 





Data from measured countries illustrate the size of markets and 

household spending for pharmaceuticals:

• In Africa the BOP market for pharmaceuticals is $3.9 billion—$1.3 

billion in Nigeria alone. Nigerian households in the lowest three 

BOP income groups, which account for 87% of the national health 

market, spend an average of $47.99 a year on medicines.

• In Asia the BOP market for pharmaceuticals is $30.8 billion—$26.6 

billion in India alone. The 155 million Indian households in the 

three income segments BOP1000–2000 spend an average of $134 

a year on pharmaceuticals. 

• In Eastern Europe the BOP market for pharmaceuticals is $9.2 bil-

lion—$8.0 billion of it in Russia. Russian BOP households spend 

87.1% of their health budget on pharmaceuticals, $314 a year on 

average.

• In Latin America the BOP pharmaceutical market is $12.9 billion. 

BOP households spend 64% of their health budget, or $201 a year, 

on pharmaceuticals. 

The heavy BOP spending on pharmaceuticals points to the impor-

tance of drug distribution systems—and of quality control, since fake 

drugs are a problem in many developing countries, especially in Africa. 

Franchise business models can add efficiency and quality control while 

enhancing drug distribution (case study 2.4). 

Reported household expenditures in a given country should be regarded as a minimum 

estimate of actual expenditures, because surveys may not have collected information on all 

types of health-related spending.

Participant comments at a BOP Circle meeting hosted by the World Resources Institute, 

Mexico City, October 19, 2006.

Interview with April Harding and Alex Preker, World Bank, Health Nutrition and Population. 

Washington, DC, May 2006 .

Janani, “Welcome to Janani: Overview,” http://www.janani.org/overview.htm (accessed 

January 31, 2007).

Mi Farmacita, “Beneficios,” http://www.tiendavirtual.ws/mifarmacita/contenido.

cfm?cont=BENEFICIOS (accessed January 31, 2007). Case study 2.4 
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A small coffee grower in Costa Rica keeps in touch with interna-
tional market prices, and ultimately arranges sale and pick-up of 
his crop, via his mobile phone. A family in the Philippines, depen-
dent on money from a member working as a nurse in the United 
States, can pick it up at a local McDonald’s, transferred quickly and 
inexpensively by a mobile phone remittance system. It may seem 
obvious, but those in the BOP cannot join the global economy, and 
benefit from it, until they are connected to it. 

The household survey data reported here show significant demand for 

such connections and a willingness to pay—because the value proposition, 

for someone without connectivity, is compelling. A recent study among 

low-income families in Tanzania showed that access to livelihoods was a 

primary reason for owning a mobile phone (Vodafone 2005). 

Not surprisingly, mobile phone companies in emerging markets are 

growing rapidly, adding hundreds of millions of customers a year (World 

Bank 2006b). With more than 1.5 billion mobile phone customers in de-

veloping regions—the size of the mid-market and high-in-

come population segments—most new customers in these 

regions now come from the BOP. 

Advanced services are starting to appear. Wizzit, a 

start-up in South Africa, and Globe Telecom and Smart 

Communications in the Philippines together are provid-

ing banking services over mobile phones to more than 

a million previously unbanked customers in those two 

countries alone (Ivatury and Pickens 2006). 

A broader range of businesses is developing to provide 

services to the BOP. Some 1.6 million small sari-sari shops 

in the Philippines help customers with electronic uploads 

of voice or text-messaging units for their mobile phones, 

generating almost $1 billion in revenue. At the other end 

of the size spectrum, both Microsoft and Intel now have 

emerging-market divisions focused on developing new 

products for the BOP. 



The measured BOP market for ICT—informa-

tion and communication technologies and the 

services they provide—is $30.5 billion for Africa 

(11 countries), Asia (9), Eastern Europe (6), and 

Latin America and the Caribbean (9). This rep-

resents annual household ICT spending in the 

35 low- and middle-income countries for which 

standardized data exist, covering 2.1 billion of 

the world’s BOP population. 

The total BOP household ICT market in 

these four regions, including 3.96 billion peo-

ple in all surveyed countries, is estimated to be 

$51.4 billion (see box 1.5 in chapter 1 for the es-

timation method).1 But the ICT sector has been 

growing explosively in developing regions in 

the interval since countries were surveyed, with 

Internet services and especially mobile phone 

companies adding customers at rates that may 

well have doubled BOP sector spending since 

that time.2 Moreover, rapid market growth is 

expected to continue for some time: in both 

Africa and India less than 15% of the popula-

tion have mobile phones.3

Asia has the largest measured regional BOP 

market for ICT, $14.3 billion, reflecting the 

region’s significant BOP population of 1.49 bil-

lion. Its estimated total BOP market for ICT 

(including the Middle East) is $28.3 billion, including the spending of 

2.9 billion people. Not far behind is Latin America’s measured BOP mar-

ket, $11.2 billion, accounting for the ICT spending of 276 million people. 

The region’s estimated total BOP market is $13.4 billion (360 million 

people). 

In Eastern Europe the measured BOP market for ICT is $3.0 bil-

lion (148 million people); the estimated total market is $5.3 billion (254 



million people). In Africa the measured BOP market is $2.0 billion (258 

million people), and the estimated total BOP market $4.4 billion (486 mil-

lion people). Though smallest, the African ICT market is the most rapidly 

growing one—and it has already generated very profitable companies and 

significant wealth (case study 3.1).

The BOP share of the total household ICT market in measured coun-

tries varies across regions. In Asia the BOP share is about half of the total 

market, 51%; in other regions it is smaller though still substantial: 36% in 

Eastern Europe, 28% in Africa, 26% in Latin America. Africa shows the 

greatest disparity between the BOP share of the population (95%) and 

the BOP share of ICT spending (28%).

At the national level there are wide disparities in the BOP share of ICT 

spending. These disparities stem in part from regulatory differences af-

fecting the pace at which mobile phone networks expand (case study 3.2). 

They also reflect national differences in urban-rural demographics, since 

mobile networks start in urban areas and only 

then spread to rural areas. 

In Asia the extremes are represented by 

Pakistan and Bangladesh, where the BOP ac-

counts for more than 89% of the ICT market, 

and Thailand, where the BOP population, 

though substantial, accounts for only 29% of 

the market. In Africa the extremes are Nigeria 

(98%) and Burundi (12%). In Eastern Europe 

the extremes are represented by Belarus and 

Kazakhstan (74%) and FYR Macedonia (21%). 

In Latin America and the Caribbean, only in 

Jamaica does the BOP account for more than 

half of total ICT household spending (71%); the 

other extreme is Colombia, where the BOP ac-

counts for only 12% of ICT spending. 

In Asia and Africa most BOP markets for ICT 

are either top heavy, like those in Sri Lanka 

and Uganda, or centered on the middle of the 

income spectrum (in the BOP1500, BOP2000, 

and BOP2500 segments), like those in Pakistan 

or Côte d’Ivoire. Indonesia, with $2.1 billion in 

annual BOP spending for ICT, offers another 

example of a market centered on the middle 



(case study 3.3). There are as yet few bottom-heavy BOP markets, reflect-

ing the still modest penetration of ICT services into BOP populations 

and into rural areas. 

Eastern Europe and Latin America also have top-heavy BOP markets, 

exemplified by Belarus and Peru. Moreover, the wealthier mid-market 

segment accounts for most of the total ICT market in half the measured 

countries of Eastern Europe and all those of Latin America. In contrast, 

the BOP dominates Asian and African markets; in only five countries—

Thailand, South Africa, Rwanda, Malawi, and Burundi—does spending 

by the mid-market segment exceed that by the BOP. 

Business models play a big part in ICT spending. Prepaid mobile tele-

phony in small units and Internet access by the quarter hour in cyberca-

fes, for example, have helped to create affordability. That may account for 

the remarkable levels of ICT spending by BOP households documented 

in the surveys. Except in the very lowest BOP income segment, average 

ICT spending per household generally exceeds spending on water—and 

in the upper BOP income segments sometimes exceeds spending on 

health. Continuing rapid growth in the ICT 

sector in developing countries suggests ample 

untapped demand.4 Recorded levels of house-

hold ICT spending should thus be regarded as 

establishing a lower bound for the willingness 

to pay. 

Access to services also plays a big part in 

household spending, especially in the ICT sec-

tor—where most rural communities are still 

underserved—as do demographic factors. As a 

result, average ICT spending per BOP house-

hold varies widely across countries, but can 

also be similar despite quite different market 

characteristics. For example, Côte d’Ivoire and 

Sierra Leone report similar spending by BOP 

households—averaging $57.60 and $46.40 a 

year—yet Côte d’Ivoire’s BOP market is decid-

edly bottom heavy while Sierra Leone’s is more 

top heavy, trending toward the top two income 

segments (BOP2500 and BOP3000). Reported 

spending can also reflect differences in the 



questions asked and expenditures captured in 

national surveys. 

A more meaningful characterization may be 

the median of annual BOP per household spend-

ing on health for each region. These figures are 

as follows: for Africa, $33.89 (Cameroon); for 

Asia, $53.62 (Cambodia); for Eastern Europe, 

$55.83 (Belarus) and $87.00 (Kazakhstan); and 

for Latin America, $107.40 (Peru). India has the 

largest measured BOP market for ICT in Asia, 

with $7.8 billion in aggregate household spend-

ing (53% of the national ICT market); average 

ICT spending per BOP household is $42 a year. 

(No expenditure data are available for China.) 

In other regions the BOP market leaders are 

Brazil ($5.5 billion, 27% of the total market), 

Russia ($1.4 billion, 35% of the total market), 

and South Africa ($745 million, 14% of the total 

market). Annual BOP per household spending 

averages $173 in Brazil, $53 in Russia, and $109 

in South Africa.

In most countries measured, ICT spending 

per household increases roughly in proportion 

to income through the BOP, especially above 

the lowest income segment. In many countries, 

however, ICT spending increases dispropor-

tionately in the highest BOP income segments 

(BOP2500 and BOP3000), indicating latent 

demand for ICT services in the BOP. Among 

the median countries by region discussed above, the ratio of average 

household ICT spending in the BOP3000 income segment to that in the 

BOP1000 segment is 27:1 in Cameroon, 8:1 in Cambodia, 4:1 in Belarus 

and Kazakhstan, and 32:1 in Peru. 

As incomes rise still higher, per household ICT spending increases 

as well, but to an extent that varies by country—only modestly in Latin 

American and Eastern European countries on average, more so in most 

African and Asian countries. A useful measure is the ratio of average an-

nual ICT spending by mid-market households to that by BOP households. 

In the above countries, mid-market households outspend BOP house-

holds by about 12:1 in Cameroon and 12:1 in Cambodia; 2:1 in Belarus and 



Kazakhstan; and 8:1 in Peru. These ratios are considerably higher than 

those in other infrastructure sectors, such as energy and water, again sug-

gesting quite a bit of latent demand for ICT services (case study 3.4). 

In the still largely urban-centered ICT sector, there are vast differ-

ences in size between urban and rural markets, including their BOP 

segments. In all measured countries except Cambodia and Sri Lanka, 

urban areas dominate the overall ICT market. Urban areas also domi-

nate the BOP market in all Eastern European and Latin American 

countries, in all African countries except Uganda, and in four of nine 

Asian countries, including India, Indonesia, and Pakistan. 

In Brazil, for example, the BOP market for ICT is 97% urban, and aver-

age annual spending by urban BOP households ($203) is seven times that 

by rural BOP households. In Russia the urban share of the BOP market 

is 71%, and the ratio of urban to rural household ICT spending is 2:1. In 

Asia, India’s BOP market for ICT is 51% urban, with urban BOP house-

holds outspending rural ones 3:1; Pakistan and Indonesia have even larger 

urban shares of the BOP market, 69% and 93%. In Africa, South Africa’s 

BOP market is 68% urban, with urban households spending twice as 

much on average as rural households; Nigeria has a 77% urban share. 

Despite generally lower levels of ICT spending in rural areas, the sheer 

size of the rural population in some countries means a significant rural 

market. Thailand’s rural BOP market for ICT, for example, is $1.5 billion, 

with household spending averaging $160 a year. India’s is $3.8 billion. 

Mexico’s is $767 million, with average annual per household spending 

of $154. 

Rural ICT market shares may have increased somewhat in recent years, 

as mobile networks have expanded out of urban centers. But the overall 

urban-rural pattern in BOP spending is consistent with widespread lack 

of access to ICT services in rural areas. The differences cannot be entirely 

due to higher urban incomes. In Bolivia, for example, urban BOP house-

holds spend 365% more on ICT than their rural counterparts, yet have 

only 94% more income (based on measured total expenditure). 



Data on phone ownership support lack of 

access as a primary cause of the disparity: in 

Bolivia only 2% of rural BOP households report 

owning a fixed or cellular phone, compared 

with 13% of their wealthier mid-market rural 

neighbors and 25% of urban BOP households. 

This pattern is widespread. In Russia 27% of 

rural BOP households own a phone, compared 

with 48% of mid-market rural households and 

53% of urban BOP households. In Pakistan 6% 

of BOP households in rural areas own a phone, 

compared with 26% of those in urban areas. 

Clearly, lack of access to ICT services in 

rural areas can be a significant BOP penalty, 

one that keeps rural households disconnected 

from markets and broader information sources 

and thus reinforces rural isolation and poverty. 

The penalty would be more severe without the 

widespread—though far from universal—public 

or shared-access ICT services.

While few rural BOP households in Bolivia own 

a phone, survey data show that such house-

holds nevertheless spend an average of $35 a 

year on ICT, more than $27 of it for “telephone 

and telefax services.” Simply put, these rural 

households cannot afford to purchase a phone, 

but they will gladly pay to use one—whether a 

public pay phone, a neighbor’s cell phone, or a 

shared-use phone owned by an entrepreneur. 

Paraguay provides an even starker example. 

A survey there shows that among rural BOP 

households only 0.25% report owning a phone. 

Yet the same survey reports that annual per 

household ICT spending in this group averages 



$128 a year, with $117 of it going to telephone 

services.

This pattern—in which very few rural house-

holds own a phone yet most spend significant 

amounts on phone service—also holds in other 

countries. In Uganda measured annual spending 

for phone service averages $29 across all rural 

BOP households, yet just 0.10% report owning a 

phone. In Pakistan, where just 6% of rural BOP 

households own a phone, annual spending on 

phone services by rural BOP households aver-

ages $24. Mexico’s ownership rate is higher than 

those in African and Asian countries, at 17%, but 

so is its average annual spending on phone ser-

vices by rural BOP households, at $137. 

In some countries public pay phones provide 

shared access; in others, such as India and South 

Africa, entrepreneur-run phone shops provide 

the access (case study 3.5). Cybercafes and ki-

osks similarly provide shared access to comput-

ers and the Internet.

Will phones become the Internet platform for 

BOP households and rural communities? Several 

factors suggest that they will, including the busi-

ness strategies adopted by some major mobile 

phone manufacturers and information technol-

ogy companies (case study 3.6).

Mobile phones already have an enormous 

lead over computers in developing countries. 

Moreover, phones are relatively easy to master, 

generally require no sophisticated technical sup-

port, and, as voice-based devices, pose no literacy 

barrier. Phones are less expensive than computers—basic GSM models 

designed for developing countries are approaching US$30—and service is 

often offered through prepaid business models that are more affordable 

for BOP consumers. 



Increasingly, mobile phones also offer Internet services such as

e-mail and Web browsing and are becoming a platform for banking and 

other financial services. Driven by intense competition, mobile phone 

manufacturers are rapidly adding new capabilities—digital photography, 

voice recognition, and biometric identification, to name a few. As a result, 

industry observers forecast, within five years the typical mobile phone 

will have the processing power of today’s desktop computers. 

Equally important is the potential for low-cost fixed wireless 

networks in rural areas, bringing Internet access—and Voice-over-Internet 

telephony—to phones and other devices in areas too sparsely popu-

lated to support conventional cellular networks. Adding a WiFi chip to 

a mobile phone to allow access to such rural networks will cost only a 

few dollars. 

The combination of powerful phones, inexpensive networks, and 

voice-accessible Internet applications—for obtaining market prices, 

health information, or government services—may open up the Internet 

to large numbers of new users. In any event, it is clear that ongoing inno-

vation in technology will help increase the potential of rural—and largely 

BOP—ICT markets. 

Reported household expenditures in a given country should be regarded as a minimum estimate of actual 
expenditures, because surveys may not have collected information on all types of ICT-related spending.

For a comprehensive overview, see the World Bank’s Information and Communications for Development 2006: 
Global Trends and Policies (2006b). To illustrate the rapid growth in the sector, the report cites the increase in 
mobile phone subscribers in Nigeria from 370,000 to 16.8 million between 2001 and 2005, and the sixfold growth 
in the Philippines to 40 million subscribers between 2000 and 2005. Access to phones tripled in Sub-Saharan 
Africa and East Asia between 2000 and 2004, nearly doubled in South Asia, and doubled in Latin America and 
Central Asia. The numbers of Internet users grew even faster, though from a much smaller base. 

Economist, “Out of Africa,” December 9, 2006, 67–68.

In late 2005, for example, India was reported to be adding more than 6 million new mobile subscribers a month 
(Katie Allen, “Motorola’s Gloomy Outlook Casts Shadow on Mobile Phone Market,” Guardian Unlimited, January 
6, 2006, http://business.guardian.co.uk/story/0,,1983795,00.html accessed January 18, 2006 ).

Michela Wrong, “Mo Ibrahim: Revolutionising Communications in Africa. His Tool? The Mobile Phone,” New 
Statesman, October 17, 2006, http://www.newstatesman.com/200510170021; Mo Ibrahim, presentation to World 
Bank, April, 2006. 

Bruce Einhorn, “Telecoms Hungry for Next Billion Callers,” BusinessWeek, December 7, 2006, http://www.
businessweek.com/globalbiz/content/dec2006/gb20061207_197764.htm. 
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More than a billion people lack access to clean drinking water. 
Many more must struggle to meet their daily needs for water—or 
to pay the high costs for this essential commodity. The reasons for 
these challenges? Urban water networks are aging. Rapid urban-
ization is increasing demand faster than networks can expand. 
Many people live in water-stressed regions and water sources are 
being polluted by industrialization, agricultural runoff, and lack 
of sanitation services. 

People obtain water in many ways. Some collect it at no “cost” (apart 

from the considerable cost of their labor) from streams or other surface 

sources or from wells or community standpipes. Others must pay for it. 

Payments to large urban water systems dominate recorded household 

spending on water. But households also purchase water from vendors 

and small-scale community water systems and pay for point-of-use ser-

vices such as water purification.

The private sector is often the provider of last resort. 

Small-scale water vendors are often the only option in 

peri-urban communities. Improved point-of-use systems 

being devised and marketed by the private sector also 

show promise for giving BOP households better options 

for water supply, especially in rural areas. New models of 

community engagement and public-private partnership 

are emerging. 

The measured BOP water market in Africa (11 countries), 

Asia (7), Eastern Europe (5), and Latin America and the 

Caribbean (7) is $11.3 billion. This represents the annual 

household water spending of 2.0 billion people in 30 low- 

and middle-income countries. The total BOP water mar-

ket in these four regions, including all surveyed countries, 

is estimated to be $20 billion, accounting for the spending 

of 3.96 billion people (see box 1.5 in chapter 1 for the es-

timation method). 

 Latin America has the largest measured BOP water 

market, at $3.8 billion for 262.5 million people. The re-

gion’s total BOP water market is estimated to be $4.8 bil-

lion, accounting for the spending of 360 million people. In 



Asia the measured BOP water market is $3.2 billion (1.4 billion people), 

while the estimated total BOP water market in the region (including the 

Middle East) is $6.4 billion (2.9 billion people). In Africa the measured 

market is $2.5 billion (252.4 million people), and the estimated total mar-

ket $5.7 billion (486 million people). Eastern Europe’s measured market 

is $1.7 billion (138.9 million people), and its estimated total market $3.2 

billion (254 million people). 

The BOP share of total spending in measured markets ranges widely. 

Asia has the largest BOP share, at 68%. In Latin America and Eastern 

Europe the BOP share is 45%. In Africa the BOP share is 60% . 

The regional averages mask large differences within regions. In 

Eastern Europe the BOP market share ranges from a low of 24% in FYR 

Macedonia to a high of 98% in Uzbekistan. Africa shows a similar spread: 

in Rwanda the BOP accounts for a mere 14% of household spending on 

water, while in Nigeria the BOP is effectively the entire market, account-

ing for more than 99%. In Latin America, among countries with larger 

populations, only Peru has a BOP market share of well over half, at 71%. 

In Asia only Thailand and Nepal have BOP market shares hovering 

around 50%; other countries have much larger BOP market shares. 

By many measures (not just size), the BOP water market is 

“depressed” compared with other BOP markets. BOP households gen-

erally represent a smaller share of the national water market than of 

other markets, including energy and transportation. Moreover, while 

the BOP accounts for 71% of the population in Latin America, it accounts 

for only 45% of recorded water spending—and a similar pattern holds in 

other regions. 

Bottom-heavy BOP water markets—in which more than 50% of recorded 

spending occurs in the bottom three BOP income segments—are ap-

parent in 10 of the 30 measured countries. Eight are in Asia and Africa 

(Indonesia, Pakistan, Tajikistan, Burkina Faso,  Côte d’Ivoire, Malawi, 

Nigeria, and Uganda). In these countries where the bottom three BOP in-

come segments dominate the BOP market, they often also dominate the 

national market—representing more of the market than both the upper 

BOP income segments and the mid-market segment combined. 

Some cases are even more extreme, with more than 50% of all re-

corded national water spending occurring in the lowest two BOP income 



groups. Burkina Faso, Côte d’Ivoire, Nigeria, and 

Uganda all exhibit this pattern. In Nigeria the 22.3 

million households in the BOP500 and BOP1000 

segments account for 75% of the national water mar-

ket—$444.6 million in annual spending. 

Among Asian countries, a similar concentration 

occurs in Pakistan, where the BOP500 and BOP1000 

groups account for 54% of the national water mar-

ket, and in Tajikistan, where they account for 57%. 

In Indonesia, with the third largest measured 

water market in Asia, the lowest three BOP income 

groups dominate the market, accounting for 52% of 

total spending—$421.1 million across 125.6 million 

households.

Top-heavy BOP water markets, in which the top 

three BOP income segments account for more spend-

ing than the bottom three, predominate in Eastern 

Europe and Latin America—occurring in 10 of the 

12 measured countries in these regions. These top-

heavy BOP markets often coincide with a national 

market dominated by the mid-market segment. Paraguay represents an 

extreme case. In that country the mid-market segment represents 78% of 

recorded national water spending—but only 36% of the national popula-

tion. In contrast, the bottom three BOP groups represent only 3% of the 

national water market—but 36% of the population. 

Where top-heavy BOP water markets occur in Asia and Africa, they 

rarely coincide with mid-market dominance. Bangladesh has a top-heavy 

BOP water market, for example, yet the mid-market segment accounts 

for only 15% of national spending.

BOP water markets tend to be predominantly urban, even where most 

BOP households are rural. Among measured markets the only excep-

tions to this pattern are Thailand, Uganda, and Uzbekistan. Growth 

in BOP water markets has been particularly rapid in peri-urban areas, 

which often lie beyond municipal supply networks. Here, non-net-

worked but relatively large water purification initiatives show promise 

(case study 4.1). 



In Africa the most heavily urban BOP water markets are in Djibouti, 

Gabon, Rwanda, and Sierra Leone, where urban spending accounts for 

more than 90% of the total. In Gabon the urban BOP market is 32 times 

the size of the rural one. At the other end of the spectrum is Uganda, 

whose rural market is 6 times the size of its urban market.

 Urban spending also drives BOP water markets in Asia. In Pakistan, 

for example, urban areas account for 84% of the BOP water market, but 

only 29% of BOP households. Eastern Europe and Latin America, where 

BOP households also are mostly urban, show similar or even stronger 

urban dominance. In Ukraine 87% of BOP water spending is urban; in 

Colombia, 93%. 

Urban BOP households also spend significantly more on water than 

do rural BOP households. In Malawi total BOP spending is twice as much 

in urban as in rural areas, but spending on water 16 times as much. Nepal 

shows a similar pattern: the urban-rural ratio for total household spend-

ing is about 2:1, while that for water spending is 22:1. Similar but much 

less extreme differences show up in most countries of Eastern Europe 

and Latin America.

BOP households still meet much of their need for water by gathering 

it from “free” sources—surface water and wells. Some of these sources 

are safe and protected; others are subject to serious contamination and 

consequently pose health hazards. The variety of contaminants—waste, 

heavy metals, chemical and biological agents—requires a range of solu-

tions (case study 4.2). 

BOP households in Africa are the most likely to rely on surface water. 

In the measured African countries 17% of BOP households report surface 

water as their primary source (compared with only 1% in the mid-mar-

ket segment). Use of surface water is consistently highest in the BOP500 

group and declines as incomes rise. In Burkina Faso, for example, 81% 

of households in the BOP500 segment use surface water, compared with 

69% in BOP1000 and 55% in BOP1500. In Sierra Leone the rates are 47%, 

38%, and 27%. In Cameroon, 49%, 40%, and 20%. 

In Latin America a smaller share of BOP households rely on surface 

water as a primary source. Moreover, reliance on surface water drops 

more quickly as incomes rise. In Peru, for example, 45% of households 

in the BOP500 segment rely on surface water, but only 32% in BOP1000 

and 15% in BOP1500. 





Use of unprotected wells by BOP households, where present in Asia, 

Eastern Europe, and Latin America, also drops off quickly as incomes rise 

through the lower BOP income segments. Paraguay is the lone exception, 

with use of unprotected wells remaining consistently high across all BOP 

income groups.

In Africa use of unprotected wells similarly remains high across BOP 

income groups in Malawi, Rwanda, Sierra Leone, and Uganda. In Malawi 

26% of BOP households—and in Rwanda, 45%—report relying on unpro-

tected wells as their primary water source. 

There is a widely held view that the BOP suffers a significant penalty in 

access to safe drinking water—and household survey data confirm this 

view. Consider access to the most reliable and affordable source, piped 

water in the home. In 9 of the 29 countries for which sufficient data exist 

for a comparison, the ratio of mid-market households to BOP households 

with access to piped water is 6:1 or higher. Data on access to public stand-

pipes show a similar pattern—significantly lower access in the BOP than 

in the mid market. 

While BOP households are more likely to use surface water and less 

likely to have access to piped water, a third alternative, especially in peri-

urban areas, is to buy from mobile water vendors. But this option typically 

involves a significant price penalty. One study showed that in eight major 

cities water vendors charge prices 8–16 times those charged by public 

utilities (UNDP 2006). Another study, covering 47 countries, found that 

mobile distributors such as tanker trucks charge unit prices up 10 times 

the price of piped water (Kariuki and Schwartz 2005).

Where BOP communities lack access to municipal water supply net-

works, point-of-use water purification and small-scale community-based 

water purification and waste treatment can be useful solutions. The com-

munity-based approach underlies an innovative program in Orangi, an 

informal settlement area in Karachi that is home to 1.2 million people. 

Community-managed services—latrines, neighborhood collector sew-

ers—link to a municipal system of trunk sewers and treatment plants. 

Local residents provide labor and financing, and external sources provide 



technical assistance and materials. Against all expectations and under ex-

tremely difficult conditions, the Orangi project has managed to combine 

cost recovery with high quality. 

Similar community-based efforts are gaining traction in Bolivia. The 

government is finding that engaging communities early and consis-

tently—including by educating people about fees and involving them in 

construction and continuing oversight—bears fruit throughout the life 

of a project (case study 4.3).





For many in the BOP lack of transportation—or the high cost 
of what is available—is a constant obstacle to looking for work, 
getting goods to or from markets, or obtaining health care. All 
too often public transit systems in developing countries are 
run-down or nonexistent, and the costs of owning a private 
vehicle prohibitive.That leaves few options: walking, bicycling, 
animal-drawn carts, minibuses or other informal services. 

Under these circumstances people cannot easily fulfill their economic 

potential. And sometimes, especially in rural areas, they put off seeking 

medical care or sending children to school because of the high cost or 

long hours in getting to the hospital or the school. In urban areas gridlock 

and pollution levy an additional toll. Deliberate transportation planning 

that involves multiple stakeholders is one promising route toward creat-

ing better urban transportation options (case study 5.1).

Distribution and delivery systems for merchandise operate under 

different constraints than public transportation systems, yet these too 

contribute to the economic barriers facing the BOP. The focus here is on 

personal transportation spending. But more efficient distribution chan-

nels for services, products, and information—from health care to con-

sumer products to better agricultural techniques and equipment—would 

also help empower rural communities and reduce the need for people to 



travel to obtain such essentials. Indeed, trans-

portation impacts every sector covered in this 

report.

The measured BOP market for transporta-

tion for Africa (12 countries), Asia (9), Eastern 

Europe (6), and Latin America and the 

Caribbean (9) is $105 billion. This represents 

the annual household transportation spending 

of 2.2 billion people in the 36 low- and middle-

income countries for which standardized data 

exist. The total BOP transportation market in 

these four regions, comprising 3.9 billion peo-

ple, is estimated to be $179 billion (see box 1.5 in 

chapter 1 for the estimation method). 

The largest measured regional BOP trans-

portation market is the $49.6 billion Asian 

market (1.5 billion people), followed by those 

in Latin America ($38.4 billion and 276 mil-

lion people), Africa ($11.0 billion and 253 mil-

lion people), and Eastern Europe ($6.0 billion 

and 148 million people). Total BOP house-

hold transportation spending is estimated to 

be $98.3 billion in Asia, $45.9 billion in Latin 

America, $24.5 billion in Africa, and $10.7 bil-

lion in Eastern Europe. 

Spending by the BOP accountsfor 63% of  the 

total Asian transportation market, 41% of the 

Eastern European market, 39% of the African market, and 28% of the 

Latin American market. 

In national transportation markets the BOP consistently accounts for 

a large share of the total in Asia. BOP spending represents more than 60% 

of the total market in every measured Asian country but Cambodia (42%) 



and Thailand (30%). In Bangladesh, Indonesia, 

Pakistan, and Tajikistan the BOP share is more 

than 90%.

The BOP share of transportation spending 

is also consistently high in Africa. It exceeds 

50% in all but three measured countries. South 

Africa, where the BOP market share is just 14%, 

is the most prominent exception. BOP mar-

ket shares are largest in Côte d’Ivoire (74%), 

Djibouti (94%), and Nigeria (98%).

In Eastern Europe the BOP share of the mar-

ket ranges from 23% in FYR Macedonia to 77% 

in Kazakhstan. In Russia the BOP transporta-

tion market, Eastern Europe’s largest, accounts 

for 43% of the total.

Spending by mid-market and high-income 

segments dominates the transportation mar-

ket in most countries of Latin America and 

the Caribbean. The BOP share of the national 

market is less than 35% in every country but 

Jamaica (81%) and Peru (51%). The smallest 

BOP shares are in Colombia (17%) and Paraguay 

(19%).

In most of the measured African and Asian 

countries BOP transportation markets are bot-

tom heavy. BOP transportation spending is con-

centrated in the BOP1000 and BOP1500 groups, 

as exemplified by Bangladesh and Burkina Faso. 

Important exceptions to this pattern include 

South Africa and Thailand, where BOP trans-

portation spending is significantly top heavy, 



and India, where it is marginally top heavy. BOP transportation spending 

in Eastern Europe and Latin America is distinctly top heavy and concen-

trated in the BOP2500 and BOP3000 groups. This top-heavy pattern is 

exemplified by Brazil, which has one of the largest BOP transportation 

markets (case study 5.2).

Average annual transportation spending per BOP household varies widely 

within and between regions. In Africa and Asia, however, the median for 

this figure among measured countries is remarkably close: in Africa, $211 

(Burkina Faso) and $275 (Uganda); and in Asia, $211 (Tajikistan). In con-

trast, the recorded average spending in Africa ranges from $25 a year in 

Burundi to $157 in Nigeria, $333 in South Africa, and $517 in Gabon. In 

Asia the range is from $101 a year in Nepal to $136 in India and $601 in 

Thailand. Differences in the survey questions asked and data captured 

may account for some of the variation.

The median among measured countries in Eastern Europe is $141 a 

year (Ukraine), and in Latin America, $521 a year (Paraguay). Average 

transportation spending per BOP household in Eastern Europe is gener-

ally less than in Africa and Asia, probably reflecting that region’s heavily 

urban character and its well-developed public transit systems. Russia 

also reflects the Eastern European median, recording an average of $141 

in transportation spending per BOP household. 



In contrast, in Latin America BOP transportation spending is dis-

tinctly higher than in Africa and Asia: in every measured country but 

Peru BOP households spend more than $270 a year on average for trans-

portation. The range extends from $181 a year in Peru to $331 in Jamaica, 

$613 in Brazil, and $809 in Mexico.

Within the BOP, transportation spending increases steeply—and 

often disproportionately—as income rises. While the income ratio 

between the BOP3000 and BOP500 groups is 6:1, the transportation 

spending ratio is at least 10:1 in 29 of the 36 measured countries. The 

ratio varies across the largest BOP markets by region: in Nigeria it is 

32:1; in India, 17:1; in Brazil, 13:1; and in Russia, 5:1. The pattern suggests 

substantial latent demand for transportation within the BOP. Clearly, 

those in the BOP view spending for transportation—buying that first 

motorbike—much as they do spending for ICT: a priority for increas-

ing their productivity and their economic options. Data from Nigeria 

give additional insight into the spending of different market segments 

(case study 5.3).

Transportation spending in the mid-market segment is higher than in 

the BOP but not dramatically so. Ratios of average mid-market to aver-

age BOP per household spending for some major countries range from 

less than 2:1 in Russia and 3:1 in Mexico to 5:1 in India, 8:1 in Pakistan and 

South Africa, and 12:1 in Nigeria. Transportation, as a share of total per 

household spending, varies widely between BOP income segments, and 

between countries, as shown by the examples of India and Brazil. 

National transportation markets are predominantly urban in every re-

gion but Asia. In Africa more than 50% of all transportation spending 

is urban in every country but Uganda and Burkina Faso; in eight coun-









Housing is one of the larger BOP markets—larger than trans-
portation, smaller than energy. The market encompasses major 
spending items—rent, mortgage payments (or imputed rents), 
and repairs and other services. But the BOP housing market is 
perhaps uniquely handicapped by informality. Both lack of legal 
title to housing in squatter settlements—Hernando De Soto’s 
“dead capital”—and lack of access to mortgage financing for the 
BOP limit its potential size.

Despite these barriers, both private sector approaches and policy 

reforms—sometimes catalyzed by NGOs—are showing how to tap this 

market in ways that provide significant benefits for BOP households. In 

Asia especially, where mortgage markets are undeveloped 

and land prices high relative to income, the market poten-

tial—and the need—is huge (Bestani and Klein 2006). 

The measured BOP market for housing in Africa (12 coun-

tries), Asia (9), Eastern Europe (6), and Latin America 

and the Caribbean (9) is $187.5 billion. This represents 

recorded annual household spending on housing in the 36 

low- and middle-income countries for which standardized 

data exist, covering 2.1 billion of the world’s BOP popula-

tion. The total BOP housing market in these four regions, 

including 3.96 billion people in all surveyed countries, is 

estimated to be $331.8 billion (see box 1.5 in chapter 1 for 

the estimation method). Because imputed rent is a major 

part of household spending on housing and cannot be 

determined precisely, these numbers should be regarded 

as setting a lower bound for such spending. 

Asia has the largest measured regional BOP market for 

housing, $86.6 billion, reflecting a significant BOP popula-



tion of 1.49 billion. The total BOP housing market in Asia (including the 

Middle East) is estimated to be $171.4 billion, representing the spending 

of 2.9 billion people. Latin America has the next largest measured mar-

ket, $47.4 billion (276 million people), and an estimated total market of 

$56.7 billion (360 million people).

In Eastern Europe the measured BOP housing market is $34.2 billion 

(148 million people), and the estimated total market $60.8 billion (254 

million people). In Africa the measured BOP market is $19.3 billion (258 

million people), and the estimated total BOP market is $42.9 billion (486 

million people). 

The average BOP share of measured national housing markets varies 

across regions. In Asia and Africa that share is 63%. In other regions it 

is much smaller: 39% in Latin America, 35% in Eastern Europe. Latin 

America has the greatest disparity between the BOP share of the popula-

tion (71%) and the average BOP share of housing spending (39%).

The BOP share of housing spending also varies across countries. 

These differences in part reflect the prevalence of a landed middle class 

in some developing countries, such as South Africa and throughout Latin 

America. Between mid-market landowners and disenfranchised BOP 

communities, the BOP share of a country’s housing market is on average 

half that of its weight in population. Nonetheless, in countries such as 

Pakistan and Sierra Leone, the BOP accounts for more than 95% of the 

measured housing market. 

In Asia one extreme is represented by Sri Lanka, Pakistan, and 

Bangladesh, where the BOP accounts for more than 90% of the spend-

ing on housing—the other by Thailand and India, where despite the 

substantial BOP population, the recorded BOP share is only 47% and 

48%, respectively. In Africa the extremes are Nigeria (99% BOP) and 

South Africa (31%). In Eastern Europe the extremes are represented by 

Uzbekistan (92%) and FYR Macedonia (13%). 

Many African BOP markets for housing are relatively bottom heavy, 

with spending concentrated in the bottom three of the six BOP income 

segments. The remainder are flat, with spending distributed relatively 

evenly across all BOP income segments. In Asia too, most BOP housing 

markets are either bottom heavy or flat.



In Eastern Europe, in contrast, almost all countries have a top-heavy 

BOP market, with the top three segments accounting for more than half 

of BOP housing spending. The lone exception is Uzbekistan, where the 

bottom three BOP income segments account for 77% of spending. In 

Latin America spending tends to flatten out at the BOP1500 segment. 

In Brazil, for example, the top four segments each account for 19–23% of 

BOP housing spending. 

In Latin America and the Caribbean some large national housing mar-

kets are dominated by the wealthier mid-market segment; in Colombia 

the BOP accounts for only 27% of the total. In Peru, however, the BOP 

segment accounts for nearly three-quarters of the total market (73%). 

Jamaica represents the extreme, with 88% of the national housing market 

in the BOP. 

In contrast, the BOP dominates Asian markets, with only Thailand and 

India having slightly more than half of total housing spending in the mid 

market. Africa too is predominantly a BOP market: in only one country, 

South Africa, does spending in the mid-market segment exceed that in 

the BOP. 

BOP spending on housing reflects consistently strong demand: people are 

willing to spend a fairly constant share of their income on their home. 

India has the largest measured BOP housing market in Asia, $62.1 

billion; BOP spending accounts for 48% of the national housing market 

and averages $164 per household a year. In other regions the BOP market 

leaders are Mexico ($45.6 billion, 44% of the total market), with average 

annual spending of $1,280 per BOP household; Russia ($94.7 billion, 34% 

of the total market), with average spending of $1,268; and South Africa 

($14.4 billion, 31% of the total market), with average spending of $652.

These expenditures by BOP households may not be large. But in 

Mexico they are large enough to fuel two significant and growing corpo-

rate efforts to tap BOP housing markets (case study 6.1). 



In 24 of the 36 measured countries, BOP housing markets are predomi-

nately urban. However, it is often difficult for national surveys to ac-

curately measure housing expenditure in poor rural areas—often rents 

must be imputed.

In Asian and African countries, housing markets are often predomi-

nantly rural. The Ugandan BOP housing market, for example, is 71% 

rural. Most Asian BOP housing markets also are predominantly rural. 

In Sri Lanka, for example, 77% of the BOP housing market is rural. Rural 

housing markets can be substantial—$9 billion in Thailand, for example. 

An exception to the pattern of rural dominance is Pakistan, where urban 

squatter settlements account for much of the imputed BOP rent and the 

BOP housing market is only 36% rural. 

In Eastern Europe, where countries were so heavily urbanized under 

Soviet rule, much of the housing is in cities. In Russia just 19% of the BOP 

market is rural. Only two countries have BOP markets in which at least a 

quarter of the spending takes place in rural areas—FYR Macedonia (31%) 

and Belarus (25%).

In many Latin American countries reported spending on housing also 

occurs mostly in urban areas.  In Colombia, for example, urban spend-

ing is 92% of the total for BOP housing. In Guatemala, however, the BOP 

housing market is 52% rural and 48% urban. 

Large urban BOP communities represent huge untapped market op-

portunities. Mexico’s urban BOP housing market is nearly $16 billion an-

nually (see case study 6.1). Brazil and Colombia each report urban BOP 

housing spending of more than $8 billion a year. 



Household surveys seek to capture all sources 

of income, but they do not measure the “dead 

capital” trapped in the informal economy. For 

many BOP households, their dwelling and the 

land it sits on is their primary capital. When 

they lack formal title to that asset, or when they 

must contend with ineffective land markets or 

barriers to transferring title, housing becomes 

dead capital.  Under these circumstances BOP 

households face a significant BOP penalty—one 

that artificially curbs their potential purchasing 

power and often their access to services. 

The problem extends to the multitude of 

enterprises in the informal economy. These 

businesses, operating outside the formal legal 

system, cannot easily leverage their assets into 

working capital. The dead capital trapped in 

houses and businesses together is enormous: 

a recent study showed that informal proper-

ties and businesses in just 12 Latin American 

countries are worth as much as US$1.2 trillion 

(ILD 2006; IDB 2006). Worldwide, the figure 

is estimated to be at least US$9.3 trillion, and is 

probably much larger (De Soto 2004). 

Informal home ownership also poses a bar-

rier to service delivery. Many governments 

require proof of title before a household can 

receive social benefits. And municipalities 

often are unwilling to connect undocumented 

homes to water, sewer, and electricity networks, 

since they have no legal recourse to collect un-



paid fees from a home that—in the eyes of the 

government—does not exist. 

Economist Hernando De Soto (2003) has 

suggested that one way out of this informal-

ity trap is to make extralegal ownership more 

formal—for example, by offering home owners 

official title to their home. A different strategy, 

in Pakistan, has focused on providing low-

cost mortgages that enable low-income fami-

lies to buy new homes with secure titles (case 

study 6.2).



Reported household expenditures in a given country should be regarded as a minimum estimate of actual 

expenditures, because surveys may not have collected information on all types of housing-related spending. 

Moreover, many surveys do not account for the expenditure value of an owner-occupied dwelling; these surveys 

are standardized using a rent imputation to estimate the amount of money owners would spend if they were 

renting the house they own.

Many surveys in Latin American countries suffer from measurement and imputation problems in rural areas, 

which may lead to underrecording of the rural housing market.
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Lack of clean, affordable energy is part of the poverty trap. Pollution 

from indoor use of harmful fuels for cooking and lighting leads to sig-

nificant health problems. Gathering biomass fuels takes time that 

could be better spent—in school or at work. And the higher cost of 

inefficient energy-using devices and the lack of access to modern 

energy sources such as electricity become part of the BOP penalty—the 

added cost of being poor.
Together, private sector solutions and public institutional reforms are 

working to close the energy gap. Innovative approaches and new business 

investments are bringing energy services to BOP markets. While earlier 

efforts to extend grids beyond major urban centers often 

met with difficulties and even failure, rural electrification 

initiatives in Latin America suggest that creative solutions 

can be found. Where publicly regulated grids cannot reach, 

off-grid solutions are becoming more widespread—using 

hydropower, solar photovoltaics, and hybrid solutions. 

New technologies, such as light-emitting diodes (LEDs), 

and modern improvements of old ones, such as biomass-

burning cookstoves, are increasingly available at afford-

able prices to both urban and remote rural populations. 

The measured BOP household market for energy is $228 

billion, representing the annual spending of 2.1 billion 

people in 34 countries. The total BOP household energy 

market in Africa, Asia, Eastern Europe, and Latin America 

and the Caribbean is estimated to be $433 billion, repre-

senting the spending of 3.96 billion people (see box 1.5 in 

chapter 1 for the estimation method). 

Asia has the largest BOP energy market, with measured 

annual spending of $177 billion by 1.5 billion people. The 

estimated total BOP energy market in the region (includ-

ing the Middle East) is $351 billion (2.9 billion people). 

Latin America’s measured BOP energy market is $25 bil-



lion (269.5 million people), and its estimated total market $31 billion 

(360 million people). While Africa has the smallest measured BOP en-

ergy market, at $12 billion (253.3 million people), its estimated total BOP 

energy market is $27 billion (486 million people). Eastern Europe, with 

a Soviet-era legacy of cheap and reasonably universal electricity, shows 

BOP energy spending of $14 billion (138.9 million people) and an esti-

mated total BOP market of $25 billion (254 million people). 

In Africa, Eastern Europe, and Latin America energy ranks third in 

BOP household expenditures, trailing food and housing. In Asia energy 

ranks second, surpassing housing, because of the high levels of energy 

spending reported in India.

In national energy markets the BOP represents a significant share 

in virtually all 34 countries for which standardized survey data exist. 

It accounts for more than 90% of recorded spending in such populous 

countries as Indonesia, Nigeria, and Pakistan—and more than 50% in 

Brazil, India, Sri Lanka, Uganda, Peru, and Bolivia (case studies 7.1 and 

7.2). The BOP share falls short of 50% in only 7 of the 34 countries: FYR 

Macedonia (20%), Paraguay (30%), Colombia (35%), South Africa (41%), 

Russia (44%), Ukraine (47%), and Mexico (48%). 

The smallest BOP market shares by region are recorded in South 

Africa, Thailand, FYR Macedonia, and Paraguay. The largest are in 

Nigeria, Tajikistan and Pakistan (a virtual tie in Asia), Uzbekistan, and 

Jamaica. 

Developing-country energy markets are predominantly in the BOP. 

Moreover, nearly a quarter of all recorded energy spending occurs in 

the bottom two BOP income segments—BOP500 and BOP1000, where 

per capita income is $1.50 and $3 a day.

Market concentration in these two income groups is most pronounced 

in Asia and Africa, where bottom-heavy BOP markets predominate. In 

Indonesia, for example, where the BOP accounts for 95% of national en-

ergy spending, 50% of the spending occurs in the BOP500 and BOP1000 

segments. In Burundi, where the BOP carries similar weight, at 89% of 

the national energy market, the BOP500 and BOP1000 segments ac-

count for 62% of this market. 



South Africa has a different market segmentation than other measured 

countries in Africa. While the BOP makes up 74% of the population, it ac-

counts for only 41% of total energy spending. Distribution of the BOP en-

ergy market across income groups is more balanced, split evenly between 

the lower three BOP income segments and the upper three. The more 

dominant mid-market population segment outspends the BOP popula-

tion by 32%. 

Top-heavy BOP energy markets and larger mid-market spending are 

found in much of Eastern Europe and Latin America. In Ukraine the top 

three BOP income groups account for 90% of BOP spending, while the 

mid-market segment, 40% of the national population, slightly outweighs 

the BOP market. In Colombia the top three BOP income groups represent 

73% of the BOP energy market, while the mid-market segment, 42% of 

the national population, accounts for an energy market nearly twice the 

size of the BOP market.

Across measured countries BOP households devote an average of 9% of 

their expenditures to energy. Asia shows the largest share, at 10%, with 

all other regions clustering around the average.  In most measured coun-

tries, the share of household spending devoted to energy does not change 

significantly as incomes rise.

Households in the BOP500 income group spend an average of $148 a 

year on energy, equivalent to around $0.40 a day. In the BOP1000 group 

the average rises to $264 a year ($0.72 a day), and in the BOP1500 seg-

ment to $379 a year ($1 a day). 

These amounts may be small, but the large populations in the bottom 

three income segments create big markets. In the 34 countries for which 

standardized data on energy spending are available, energy expenditures 

total $9.5 billion a year in the BOP500 segment, $60.5 billion in BOP1000, 

and $64.0 billion in BOP1500.

Differences in access to electricity between rural and urban areas cre-

ate different patterns of energy spending. In Brazil, for example, the 6.5 

million rural BOP households spend $661.3 million a year on energy, or 

$102 per household—while the 25.3 million urban BOP households spend 

$10.1 billion, or $397 per household. On average, an urban BOP household 

in Brazil spends 289% more on energy than its rural counterpart.





Patterns of fuel use vary across income groups as well as between 

rural and urban areas. In Africa, Asia, and Latin America firewood is the 

main fuel source used for cooking in the lower BOP income groups. In 

Thailand firewood is reported as the primary source by 79% of house-

holds in BOP500, 45% in BOP1000, and 27% in BOP1500. 

Far more rural than urban BOP households—in all income seg-

ments—use firewood as their primary fuel source for cooking. In Gabon 

48% of urban households in BOP500 report firewood as their primary 

fuel source, while 86% of their rural counterparts do. Across all BOP in-

come segments, however, only 20% of urban households use primarily 

firewood, compared with 76% of rural households—a share nearly four 

times as large. 

In higher income segments propane or liquefied petroleum gas (LPG) 

becomes the most common substitute for firewood. In Bolivia this is the 

primary fuel source for 87% of households in BOP2500, 87% in BOP3000, 

and 93% in the mid-market segment (compared with 13% in BOP500). 

Use in Nepal is reported by 60%, 75%, and 94% in the same groups (<1% 

in BOP500). In African countries fuel sources used in the mid-market 

segment are more varied, with the most prevalent being propane or LPG 

in Cameroon, Côte d’Ivoire, Malawi, and Rwanda; kerosene in Burundi, 

Djibouti, and Nigeria; and electricity in Malawi and Uganda.

For lighting, kerosene is the predominant fuel source in lower BOP 

income groups in Africa and Asia. In Malawi 89% of households in the 

BOP500 segment report it as their primary lighting fuel, compared with 

only 7% in the mid-market segment. In Bhutan the share for BOP500 

households is 64%, while there is no recorded use in the mid-market seg-

ment.

Electricity replaces kerosene in the mid-market segment, where it is 

predominant across regions. In Burkina Faso electricity is the primary 





lighting source for 8% of households in the BOP; in the mid-market seg-

ment this share rises to 78%.

Measured BOP spending on energy splits ap-

proximately 40% urban, 60% rural. But rural 

BOP households spend on average 44% less 

on energy than do urban BOP households. The 

larger populations in rural areas balance out the 

markets—and represent significant market op-

portunities for energy to power lighting, cook-

ing, and productive enterprises (case studies 

7.3–7.6). 

Africa’s BOP energy markets, at 55% urban, 

maintain a roughly even split between urban 

and rural areas. Yet rural BOP households 

spend only a third as much on energy as their 

urban counterparts on average, the largest such 

discrepancy among regions. In Malawi, for ex-

ample, while the BOP energy market is 55% 

rural, rural BOP households spend only 15% as 

much on energy as their urban counterparts. 

Asia’s BOP energy markets, in contrast, are 

decidedly skewed toward rural areas (Indonesia 

is the lone exception). In Cambodia the BOP en-

ergy market is 82% rural. 

Eastern Europe’s BOP energy markets are 

predominantly urban. This region, where ac-

cess to electricity is nearly universal, has the 

smallest gap between rural and urban energy 

spending. In Ukraine, where the BOP energy 

market is 67% urban, urban BOP households 

spend only 17% more on energy than their rural 

counterparts.

Latin America’s BOP energy markets also tilt 

decidedly toward uban areas (with Guatemala 



the lone exception). In Mexico urban areas ac-

count for 76% of BOP spending on energy, with 

urban BOP households spending roughly 50% 

more on energy than their rural counterparts. 

Income is clearly related to access to energy and 

to the type of energy source used for different 

purposes. The BOP consistently has less access 

to electricity than the mid-market segment. And 

access increases as BOP incomes rise, a consis-

tent pattern across countries and regions. 

Rural areas show a larger and more persis-

tent BOP penalty in access to electricity across 

income groups: in any income group access is 

invariably lower in rural than in urban areas. In 

Bangladesh 37% of urban households in BOP500 

have access, compared with only 4% of their rural 

counterparts. Among households in all BOP in-

come segments in Bangladesh, the share is 81% 

in urban areas, 20% in rural. 

Overall, 36% of BOP households lack access to electricity—while 

only 6% of mid-market households lack access. Reported access rates 

are 51% in the BOP500 income segment, 63% in BOP1000, and 74% in 

BOP1500. 

But these averages conceal marked differences across regions. In 

Eastern Europe access to electricity is virtually universal. FYR Macedonia, 

Russia, and Ukraine all show 99% access in the BOP and at least 95% in 

BOP500. Latin America and Asia show access rates similar to one an-

other across the lowest BOP income segments, albeit lower than Eastern 



Europe and with higher variance across measured countries. High access 

rates occur in Brazil, where coverage in BOP500 is 85%, and in Indonesia, 

with 82% in the same segment. 

Africa, in contrast, has severely depressed rates of access to electric-

ity. Gabon has the largest share of BOP500 households reporting access, 

at 54%. But only 16% of all BOP households in Sierra Leone have access 

to electricity, and less than 10% in Burkina Faso, Malawi, Rwanda, and 

Uganda. The situation is most extreme in Africa’s rural areas: the share 

of BOP households with access to electricity in rural areas is only a fifth 

that in urban areas. 

Bringing electricity to low-income communities involves inherent dif-

ficulties. But new solutions are emerging for at least some of the problems 

related to the BOP penalty (case study 7.3).





Reported household expenditures in a given country should be regarded as a minimum estimate of actual 

expenditures, because surveys may not have collected information on all types of energy-related spending.

For more on these entities, see http://www.shellfoundation.org, http://www.arti-india.org, and http://www.devalt.

org.
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Putting enough food on the table is a constant struggle for many 
BOP households. Purchasing food takes more than half of BOP 
household budgets in many countries, especially in Africa and 
Asia. In Nigeria, food accounts for 52% of BOP household spend-
ing—in rural Pakistan, 55%. As incomes rise, the share of house-
hold spending on food declines. Food nevertheless represents 
the largest share of BOP household spending and the largest BOP 
market.

Improving distribution to expand access to food and providing better 

food products, including more nutritional ones, are clearly significant 

business opportunities—as well as investments that could benefit the 

BOP. Opportunities also exist in agriculture, an essential part of the food 

value chain and a major source of employment and income for the BOP. 

The measured BOP food market in Africa (12 

countries), Asia (9), Eastern Europe (6), and Latin 

American and the Caribbean (9) is $1.53 trillion.  

This represents annual household spending on 

food by 2.16 billion people in the 36 low- and 

middle-income countries for which standard-

ized data are available. The total BOP household 

food market in these four regions, including all 

surveyed countries, is estimated to be $2.89 tril-

lion, accounting for the spending of 3.96 billion 

people (see box 1.5 in chapter 1 for the estimation 

method).1

Asia has the largest measured regional BOP 

food market, $1.1 trillion, reflecting a large BOP 

population (1.49 billion). The total BOP food 

market in Asia (including the Middle East) is es-



timated to be $2.24 trillion, accounting for the spending of 2.9 billion 

people. Latin America follows, with a measured BOP food market of $167 

billion (275.8 million people) and an estimated total BOP food market of 

$199.4 billion (360 million people). Eastern Europe has recorded BOP 

food spending of $137 billion (147.8 million people) and estimated total 

BOP spending of $244.0 billion (254 million people). Africa’s measured 

BOP food market is $97.0 billion (253.3 million people), and its estimated 

total market $215.1 billion (486 million people).

Asia also has the largest BOP share of the measured food market, at 

89%. Africa follows with 80%. Latin America has a markedly smaller BOP 

share, at 51%—as does Eastern Europe, at 50%.

In national food markets the BOP share is consistently high across 

measured countries in Asia. Bangladesh, Indonesia, Pakistan, and 

Tajikistan all have BOP shares exceeding 95%. Thailand, with 67%, is 

the only country with a BOP share less than 80%. In Africa the extremes 

at the high end are Nigeria (99%), Sierra Leone (97%), and Burkina Faso 

(96%)—and at the low end, South Africa (46%). In Eastern Europe, 

Uzbekistan (99%) marks the high extreme—and Russia (41%), FYR 

Macedonia (42%), and Ukraine (44%) the low. In Latin America the ex-

tremes are Peru (78%) and Colombia (33%).

Bottom-heavy BOP food markets—in which the bottom three BOP in-

come segments outspend the top three—occur in 24 of the 30 countries 

measured in Africa, Asia, and Latin America. These countries with bot-

tom-heavy BOP markets often also have a national market dominated 

by the BOP. 

Indeed, in 17 of the 18 countries in Africa and Asia with bottom-heavy 

BOP food markets, the bottom three BOP income segments account for 

more than 50% of measured national food spending. The bottom two 

BOP groups alone account for more than 50% of national food spend-

ing in 8 of these countries in Africa (Burkina Faso, Burundi, Cameroon, 

Côte d’Ivoire, Malawi, Nigeria, Rwanda, and Sierra Leone) and 5 in Asia 

(Bangladesh, Indonesia, Nepal, Pakistan, and Tajikistan). Only one coun-

try in Eastern Europe (Uzbekistan) shows this concentration, and none 

in Latin America.



In Latin America five of the nine measured BOP food markets are bot-

tom heavy, and in each case the BOP accounts for more than 50% of mea-

sured national food spending. In four countries (Guatemala, Honduras, 

Jamaica, and Peru) three middle BOP income segments (BOP1000–2000) 

account for more than 50% of national food spending.

Top-heavy BOP food markets—in which the top three BOP income 

segments outspend the bottom three—occur in four of the measured 

countries in Latin America (Brazil, Colombia, Mexico, and Paraguay) and 

five of the six measured in Eastern Europe (Belarus, Kazakhstan, FYR 

Macedonia, Russia, and Ukraine). In six of the countries with top-heavy 

BOP markets, the mid-market segment dominates the national market, 

accounting for more than 50% of total spending on food. 

Average annual food spending per household in the BOP varies across 

measured countries. The median value among these averages by region 

may be the most useful indicator: in Africa, $2,087 (Cameroon) and 

$2,548 (South Africa); in Asia, $2,643 (Pakistan); in Eastern Europe, 

$3,687 (Kazakhstan) and $3,744 (Uzbekistan); and in Latin America, 

$3,050 (Peru). 

Household spending on food increases less rapidly than income. Or put 

another way, the share of the household budget devoted to food declines 

as household income rises. This can be seen by comparing measured an-

nual food spending by BOP3000 and BOP500 households in the coun-

tries above. While BOP3000 households have 6 times as much income 

on average, they outspend BOP500 households in the food market by a 

ratio of only 2:1 in Cameroon, 2.3:1 in South Africa and Pakistan, 2.4:1 in 

Kazakhstan, 1.9:1 in Uzbekistan, and 3:1 in Peru. 

This pattern probably reflects the simple fact that even in the low-

est segments of the BOP, households must spend a minimum amount to 

ensure survival. Business strategies that can deliver more value for these 

minimum food expenditures accordingly can create significant market 

value—for BOP consumers and for the company (case study 8.1).



The distribution of BOP food spending between 

urban and rural areas closely tracks the distri-

bution of the BOP population. In Africa, where 

measured BOP spending on food is $97.0 bil-

lion, the BOP food market is predominantly 

rural in 9 of 12 countries (Djibouti, Gabon, and 

South Africa are the urban-tilting exceptions). 

Across these 12 countries the rural market is 1.6 

times as large as the urban one. Significant mal-

nutrition in the region underscores the need to 

improve farmers’ productivity and strengthen 

food supply chains (case study 8.2). 

Asia has similarly rural-skewed BOP food 

spending. At $811 billion, the region’s mea-

sured rural BOP food market is 2.5 times the 

size of the urban market; only Indonesia has 

an urban market larger than the rural one. The 

dominance of rural markets stems from the 

dominance of the rural BOP population: in Asia 

rural BOP households outnumber urban ones 

by a ratio of almost 3:1. The large size of rural 

food markets underscores the importance of 

distribution strategies that can efficiently reach 

rural BOP households—like those being devel-

oped in India by Hindustan Lever Limited. For 

this company, rural BOP markets have also 

become a source of bottom-up learning (case 

study 8.3). 

In Eastern Europe and Latin America BOP 

food markets are predominantly urban in 11 of 

15 countries. In Latin America the measured 

urban BOP food market is $106 billion, 2.4 



times the size of the rural market. Only three 

countries in the region—Guatemala, Jamaica, 

and Paraguay—record a rural-tilted BOP food 

market. 

Despite the mostly larger rural food mar-

kets, on average urban BOP households spend 

more on food than rural ones in 30 of the 36 

measured countries (the exceptions are Brazil, 

Jamaica, Kazakhstan, Tajikistan, Ukraine, and 

Uzbekistan). The difference is smaller in total 

household spending. In Côte d’Ivoire, Nigeria, 

Pakistan, and Thailand, for example, the dif-

ference between urban and rural areas in BOP 

household spending on food is less than 10%, 

while the difference in spending in all markets 

is at least 33%. 

In the developing world, particularly for the 

BOP, food is more a local than a global business. 

Favored foodstuffs reflect the local climate, ge-

ography, and traditions. So it is not surprising 

to find in household survey data—as for Brazil—

that BOP spending patterns on food do not dif-

fer appreciably from those of the mid-market 

segment, either in the types of foods purchased 



or in the allocation of spending among these 

types. 

Still, survey data for Brazil do reveal differ-

ences. Two categories of food purchases that 

appear in the top 10 for the BOP do not show 

up in the top 10 for the mid-market segment: 

“other cereals, flours” and “sugar.” Similarly, 

two categories in the top 10 for the mid-market 

segment—“mineral waters and soft drinks” and 

“fresh or chilled fruits”—rank only 14 and 15 for 

the BOP. It can be surmised that the calorie-rich 

carbohydrates of cereals and sugars are simply 

more important in the basic diets of people with 

lower incomes—and that fresh fruit and bottled 

beverages are more affordable alternatives for 

those with higher incomes.

Spending per household differs significantly, 

of course. Brazilian households in the bottom 

three BOP segments (BOP500–1500) spend 

an average of $1,332 a year on food, while those 

in the mid-market segment spend an average 

of $3,487. Even so, the difference is smaller 

than might be expected. The income ratio be-

tween mid-market households (median income 

$12,000) and BOP1000 households is 12:1, yet 

the ratio of average household food spending for 

these two groups is only 3:1. This is consistent 

with the finding from household survey data 

that the share of food in household spending 

steadily declines as incomes rise—and does so 

in all income groups. 



Reported household expenditures in a given country should be regarded as a minimum estimate of actual 

expenditures, because surveys may not have collected information on all types of food-related spending.
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Microcredit pioneer Muhammad Yunus received the Nobel 
Peace Prize in 2006, a milestone in public attention to the 
financial needs of the BOP. Until recently the main focus has 
been microcredit, historically the domain of nonprofits. Now 
the focus is changing—as new players and new products enter 
the market and new technologies transform services. A dynam-
ic financial services sector is emerging—moving toward finan-
cial access for all.

Many microfinance institutions now offer savings as well as micro-

credit. Commercial banks are becoming active in the BOP market and 

bringing a still broader range of services, including insurance. Mobile 

phone banking, still at an early stage, promises to dramatically broaden 

access and lower transaction costs. Remittances to BOP households from 

family members overseas have emerged as a significant cross-border fi-

nancial flow, bringing new attention and new ways to promote economic 

growth. 

As these changes expand access to financial services for the BOP, the 

effects can be measured in many ways, not just in the volume or dollar 

value of transactions: 

• New jobs and income. New types of financial services, provided 

through mobile phone systems, are generating new jobs and 

income for millions of small entrepreneurs who sell over-the-air 

credit.

• Formal identity. Establishing a banking relationship gives people 

a formal identity they often lacked before, contributing to the pro-

cess of political and social inclusion critical to development.

• Greater personal safety. Cash is a burden for the poor, making 

them vulnerable to crime. By doing away with the need to carry a 

lot of cash, such services as debit cards and mobile phone–based 

access to cash and bill-paying facilities enhance personal safety 

and the quality of life.



• More education for children. In Bangladeshi families that are cli-

ents of Grameen Bank, nearly all girls are in school, compared with 

only 60% in nonclient families.

• More timely health care. In Uganda the Foundation for Credit and 

Community Assistance (FOCCAS) links its microloans to partici-

pation in child health education programs and has doubled the 

share of its clients using practices to prevent the transmission of 

HIV. In Bolivia microcredit clients of Crédito con Educación Rural 

(Crecer) had higher rates of child immunization in their families 

than did nonclients.

• Economic empowerment of women. In Indonesia women who 

are clients of Bank Rakyat Indonesia (BRI) are more likely than 

other women to participate in family financial decisions. In India 

borrowers from SEWA Bank have organized unions to lobby for 

higher wages and more rights as members of the associated Self-

Employed Women’s Association (Littlefield, Morduch, and Hash-

emi 2003).

Through these effects and many more, financial services play a critical 

part in reducing poverty and improving the access of the BOP to goods 

and services. 

National household surveys capture extensive data on financial matters, 

but little on actual spending for financial services. Moreover, the costs 

of these services are often not fully transparent to BOP customers, who 

may not know or understand the actual costs of transferring remittances 

from sender to recipient, for example, or the true interest rate paid to an 

informal village lender. As a result, robust data on spending for financial 

services are not available in sufficient detail for meaningful analysis.

What is known, however, clearly indicates that the financial services 

sector is changing—and doing so in ways that are moving it toward broad 

access for the BOP. Three factors are powering this transformation: 

• The microfinance sector is growing up, attracting new participants 

and creating new services. 

• Rapid changes in technology are reducing the transaction costs in 

financial services, expanding markets, and interesting large finan-

cial institutions in markets previously ignored. 



• Remittances are approaching an estimat-

ed US$350 billion a year, and recipients,

businesses, and national governments

are learning how to leverage these “BOP

to BOP” financial flows.

The following analysis briefly explores the

financial services sector through these three

lenses. 1

Several strategies are at work to bring finan-

cial services further into the BOP. One is

to expand the microfinance institutions. A

growing number of traditional microcredit

banks—such as the Cooperative Bank of Kenya,

Financiera Compartamos in Mexico, and BRI

in Indonesia—have become profitable on a fully

commercial basis, with sustainable microlend-

ing now just a part of their core business. And

one relative newcomer, SKS Microfinance in

India, has relied on operational efficiency to

power rapid growth in lending (case study 9.1).

By the industry’s own estimate, however,

microcredit had reached only 82 million house-

holds by the end of 2006. Even the industry’s

new target for 2015, 175 million households,

would represent only 31.5% of today’s 556 mil-

lion BOP households.2  

Clearly, other strategies are needed to reach

scale. Some are already in play. Major finan-

cial institutions are discovering that they can

go “down-market” profitably, leveraging their

capital, their expertise, and their back-office

systems. In one of many examples, Citi in late

2006 announced plans to expand into low-in-

come neighborhoods of India with automated teller machines (ATMs)

using thumbprints to identify customers.3  Banks also are beginning to



view those receiving remittances as potential customers for a range of 

financial services. 

Nontraditional players are entering the BOP market. Retail giant Wal-

Mart has received regulatory approval in Mexico to create its own bank, 

Banco Wal-Mart, colocated with its stores.4  If the venture is successful, 

other Wal-Mart banks will follow elsewhere.

Some microfinance institutions and big commercial banks are meet-

ing in the middle. Grameen Foundation USA and India’s largest private 

sector bank, ICICI Bank, have formed Grameen Capital India to assist 

microfinance institutions in raising funds. The joint venture will help mi-

crofinance institutions access primary and secondary debt markets and 

sell portfolios of microloans to other banks—and will also supply guaran-

tees and credit enhancements for these portfolios where appropriate.5  

ICICI has many similar ventures in the pipeline aimed at reaching the 

BOP. One is a partnership with microfinance institutions and technology 

provider n-Logue to harness thousands of entrepreneur-run Internet ki-

osks as the first touch point for savings accounts, mutual fund purchases, 

insurance, and even equity loans—and to provide branches, franchise 

operators, and ATMs throughout rural India.6 Partnerships like these 

are spreading across the financial sector as a way to broaden access to 

services for the BOP.7

Steady growth of savings accounts in the BOP provides compelling 

evidence of its appetite for more than microcredit. Savings accounts for 

low-income customers in developing and transition economies are esti-

mated to number more than a billion (Peachey and Roe 2006).8  Indeed, 

for BRI and Financiera Compartamos, savings accounts represent a 

much larger part of their BOP portfolio than do microloans. Savings ve-

hicles are often hampered by outdated laws and regulations. But where 

permitted, they can play a powerful new role in deepening the financial 

sector for the BOP. 

Finance for small and medium-size enterprises is growing. While 

this development does not bring financial services to the BOP, it does 

expand opportunity by creating jobs and services. The financing comes 

in the form of loans and equity investment beyond the limits of microfi-

nance but too small for the traditional lending windows of large banks. 

The Asian Development Bank is developing a series of investment funds 

for small and medium-size enterprises in Asia, and the Japan Bank for 

International Cooperation has increased by several million dollars its 

pledge for private sector investment in Africa, including money for small 

and medium enterprises. Shell Foundation has helped launch several 



investment funds in Africa that focus on small enterprises, bringing in 

local financial institutions as coinvestors.9  The most effective new mod-

els combine the provision of capital with mentoring, business education, 

and skills training.

Commercial banks are seeking new ways to participate in small and 

medium-size enterprise finance, driven by such structural factors as low 

rates of return on government debt in much of the developed world and 

stiff competition among banks at the high end of the market. The global 

banks usually partner with local banks, able to provide the risk assess-

ment and community relationships critical to success. Meanwhile, the 

availability of capital and the support of big money-center banks are driv-

ing local banks to better serve local small and medium-size enterprises, 

a market many have long ignored.

Technology does two key things that help drive the development of fi-

nancial services: it cuts costs, and it bridges physical distance. For BOP 

customers, technology in financial services can address four important 

concerns: convenience, accessibility, safety, and transferability (Wright 

and others n.d.). A mobile phone–based transaction system offers far 

more convenience and accessibility than a traditional financial institu-

tion, whose use may require that clients find a bank branch or attend 

a weekly microfinance group meeting. Electronic forms of money, less 

prone to theft, are safer than cash. They also are more easily transferred, 

especially overseas.

Technology is bringing nontraditional players into the financial ser-

vices market. Most notably, mobile phone operators are introducing new 

products and services over their networks that look and feel like tradi-

tional financial services (case study 9.2). Start-ups are finding ways to 

combine mobile networks and traditional banks (case study 9.3).

The resulting hybrids—banks partnered with mobile phone operators, 

or companies that market both financial and mobile phone services—

pose issues for banking and telecommunications regulators. But the ben-

efits seem so great as to demand solutions, and Pakistan, for example, has 

instructed the two sets of regulators to work out effective solutions.10  

The emerging technology-driven financial services include bank-cen-

tric models, electronic currency, and mobile commerce systems. The ser-

vices are being provided through a range of technologies: ATMs, mobile 

phones, handheld computers, and credit, debit, and smart cards. 



In Kenya, Vodafone is partnering with local 

mobile operator Safaricom and local microfi-

nance institutions to roll out a financial transac-

tion system called M-Pesa. The system is based 

on a new mobile phone card, developed for the 

purpose, that enables microfinance clients to 

make deposits, check balances, and fully manage 

their accounts. Neighborhood banking agents 

can turn electronic transactions into cash and 

take deposits and payments on behalf of clients, 

earning commissions along the way. Vodafone 

has plans to rapidly add more countries.11

Prodem FFP in Bolivia is a sector-leading 

example in the advanced use of ATMs to pro-

vide savings accounts to low-income, illiterate 

customers in rural areas. Technology, it under-

stood, would be the key to providing affordable 

service. Unable to find the low-cost, high-quality 

technology it sought, Prodem partnered with a 

local firm to create it. The result: an ATM that 

uses visual and audio prompts in four languages, 

including three indigenous ones, and a smart 

card that captures and stores account informa-

tion and biometric identification. ATMs aimed 

at the BOP are now being taken up by big banks, 

such as Citi in its ATM venture in India. 

Visa International has partnered with FINCA 

International, a microfinance institution in 

Latin America, in a retail banking program for 

FINCA’s BOP microfinance clients. The pro-

gram automatically deposits loans into a savings 

account opened by the client at a retail bank and 

issues the client a Visa debit card and a personal 

identification number (PIN) to access the funds. 

Visa and FINCA have found that the program 

makes clients more inclined to save now that 

their money is in a secure place. The program 



also increases security by eliminating the need for a loan check, which 

could be lost or stolen. And it gives clients a feeling of prestige associated 

with carrying a Visa card. 

At the same time that banks are discovering that the BOP want and need 

full access to financial services, financial sector analysts are discovering 

that the funds flowing in and out of the BOP are much greater than previ-

ously thought. The Multilateral Investment Fund of the Inter-American 

Development Bank took the lead in tracking remittances to Latin America 

and the Caribbean, and now others are adding to the data.

The new understanding of the size of remittances brought policy and 

commercial attention. Reforms were launched to bring more of the flows 

into official channels, and new competition emerged among transfer 

services (Orozco 2006). With competition have come better service and 

lower cost. The results have been especially noticeable in Latin America, 

where the reported flows from the United States have risen every year, 

reaching US$53.6 billion in 2005.12  Worldwide the total is now thought 

to approach US$350 billion, with significant flows to every developing 

region. Indeed, reported remittances doubled between 1999 and 2004 

(World Bank 2005). 

 This stable flow of funds provides a large share of income for many in 

the BOP as well as a direct “BOP to BOP” financing mechanism that helps 

pay for new houses, new businesses, and children’s educations. But gov-

ernments and development agencies are only beginning to understand the 

national and local effects of remittance flows—and to find ways to increase 

the benefits from them. 

One benefit: at the national level remittances significantly improve 

country risk ratings, as recent research by World Bank economist Dilip 

Ratha (2005) shows. Higher ratings encourage more private sector invest-

ment, which can help create jobs and fuel growth. Another benefit: several 

banks in developing countries have been able to “securitize” remittance 

flows—that is, use these dependable flows to back a financial instrument 

sold in international capital markets—and thereby lower their cost of bor-

rowing. Both these benefits mean greater national financial capacity for 

domestic investment, increasing the growth effect of remittances beyond 

their impact at the household level.

Recognizing the potential in transferring remittances, businesses are 

launching new services. At the 3GSM World Congress in Barcelona in 

Source: Inter-American Development Bank, 

“Remittances to Select LAC Countries in 

2005 (US$ Millions),” http://www.iadb.

org/mif/remittances/index.cfm (accessed 

February 1, 2007).



February 2007, a consortium of 19 mobile op-

erators, serving more than 600 million custom-

ers in 100 countries, announced a system that 

will transfer remittances entirely through their 

mobile phone systems, radically reducing cost. 

The consortium predicts global remittances of 

more than $1 trillion a year by 2012.13  

These developments notwithstanding, there 

is still a serious shortage of infrastructure on the 

ground to provide financial services to the BOP. 

Carefully mapping where remittances are sent 

in Mexico and where formal banking institu-

tions exist, the Inter-American Development 

Bank has identified many locations with sub-

stantial remittances but no banking services. 

This lack of presence represents a lost oppor-

tunity for traditional financial institutions and a 

barrier to full financial citizenship for the BOP.  

It also creates a significant opening to this un-

served market for non-traditional players and 

branchless banking enterprises.



There are, of course, many other important aspects of financial services for the BOP not addressed here, such as 

supply chain finance, the deepening of credit service analysis, and the provision of all types of insurance, from 

crop insurance to flood, health, and business liability policies.
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The analysis of the size of the BOP is based on data derived from 

national income and consumption surveys conducted by national 

statistics offices in 110 countries (see table A.1a). The analysis 

of the total income of the BOP is based on an income inequality 

methodology developed by Branko Milanovic, lead economist with 

the World Bank’s Research Department,  and described in Worlds 

Apart: Measuring International and Global Inequality (Milanovic 

2005). Dr. Milanovic “lines up” all the world’s people, assigning 

each an annual income based on the relevant national household 

survey, to measure global inequality among individuals. 

The analysis undertaken for this report uses the same methodol-

ogy in determining relative income levels. People with incomes 

of $3,000 and below (in 2002 international dollars, adjusted for 

purchasing power parity, or PPP) are defined as the BOP. Those 

with incomes up to $20,000 but more than $3,000 are defined as 

the mid-market segment. And those with incomes greater than 

$20,000 are defined as the high-income segment. Purchasing 

power parity conversions are made using data from the World 

Bank’s World Development Indicators database. 

The income cutoffs are given in 2002 international dollars for con-

venience and ease of reference. Unless otherwise indicated, how-

ever, actual income or expenditure figures in this report are given 

in 2005 international dollars, inflated from the 2002 figures using 

the U.S. consumer price index. (Where such data are also reported 

in U.S. dollars, they are given in 2005 U.S. dollars.) In 2005 inter-

national dollars the income cutoff for the BOP is $3,260, and that 

for the mid-market segment $21,731. 

A selected list of surveys included in the income analysis is shown 

in table A.1b. For a complete list of surveys used please contact Dr. 

Milanovic.

Data on the size of the BOP population and on the total income of 

the BOP—assumed in this report to be equivalent to expenditure 

and thus used to define market size—are shown by selected regions 

and for selected countries within these regions in table A.2. The re-

gional totals comprise selected countries listed in table A.1a. These 

data are provided by Dr. Milanovic and have not been previously 

published.

Bangladesh

China

East Timor

India

Indonesia

Iran

Jordan

Laos

Malaysia

Nepal

Pakistan

Philippines

Sri Lanka

Syria

Thailand

Vietnam

Benin

Burkina Faso

Cameroon

Cape Verde

Comoros

Egypt

Ethiopia

Guinea

Ivory Coast

Madagascar

Malawi

Mali

Mauritania

Mozambique

Nigeria

Sao Tomé and Principe

Senegal

Sierra Leone

South Africa

Tanzania

Uganda

Zambia

Albania

Armenia

Azerbaijan

Belarus

Bosnia

Bulgaria

Croatia

Czech Republic

Estonia

Georgia

Hungary

Kazakhstan

Kyrgyz Rep

Latvia

Lithuania

FYR Macedonia

Moldova

Montenegro

Poland

Romania

Russia

Serbia

Slovakia

Slovenia

Tajikistan

Turkey

Ukraine

Uzbekistan

Argentina (urban)

Bolivia

Brazil

Chile

Colombia

Costa Rica

Dominican Republic

Ecuador

El Salvador

Guatemala

Haiti

Honduras

Jamaica

Mexico

Nicaragua

Panama

Paraguay

Peru

Suriname

Uruguay (urban)

Venezuela

Australia

Austria

Belgium

Canada

Finland

France

Germany

Greece

Ireland

Israel

Italy

Japan

Korea, South

Luxembourg

Netherlands

Norway

Singapore

Spain

Sweden

Switzerland

Taiwan

United Kingdom

USA



2002 Albania Living Standards Measurement Study Survey

2004 Armenia Armenian Household Survey (Integrated Living Conditions Survey)   

2002/3 Australia Survey of Income and Housing       

2000 Austria European Community Household Panel (LIS Database)    

2000 Belgium Panel Study of Belgian Households (LIS Database)     

2001 Bosnia and Herzegovina Living Standards Measurement Study Survey     

2003 Bulgaria Household Income Survey       

2000 Canada Survey of Labour and Income Dynamics (LIS Database)     

2001/2 Cape Verde Inquerito as Despensas e Receitas Familiars

2004 Croatia Household Budget Survey       

2002 Czech Republic Mikrocensus        

2003 Ecuador Encuesta de Condiciones de Vida       

2004 Egypt Income and Expenditure Survey       

2000 Estonia Household Income and Expenditure Survey (LIS Database)    

2000 Finland Income Distribution Survey (LIS Database)      

2002 France Revenus Fiscaux des Ménages       

2000 Germany German Social Economic Panel Study (LIS Database)     

2000 Greece Household Income and Living Conditions Survey (LIS Database)    

2001 Haiti Encuesta sur les Conditions de Vie en Haiti      

2002 Hong Kong, China General Household Survey        

1999/2000 India (rural) National Sample Survey       

1999/2000 India (urban) National Sample Survey       

2002 Indonesia (rural) National Socioeconomic Survey (SUSENAS)      

2002 Indonesia (urban) National Socioeconomic Survey (SUSENAS)      

2000 Ireland European Community Household Panel (LIS Database)    

2001 Israel Family Expenditure Survey (LIS Database)  

2000 Italy Bank of Italy Survey (LIS Database)      

2003 Jamaica Jamaica Survey of Living Conditions      

2002 Japan Family Income and Expenditure Survey      

2003 Jordan Household Expenditure Survey       

2003 Korea Household Income and Expenditure Survey      

2002 Lao PDR Lao Expenditure and Consumption Survey III     

2002 Latvia Household Survey        

2004 Malawi Second Integrated Household Survey      

2000 Malaysia Malaysian Household Income Survey       

2002 Moldova Household Budget Survey       

2000 Montenegro Household Income and Expenditure Survey (LSMS data)     

2003/4 Nepal Nepal Income and Expenditure Survey       

2000 Norway Income and Property Distribution Survey (LIS Database)     

2000 Philippines Family Income and Expenditure Survey      

2002 Poland Household Budget Survey       

2002 Russia Household Budget Survey       

2000 São Tomé and Principe Inquérito Condições de Vida das Familias      

2003 Serbia Living Standards Measurement Study Survey     

2003 Sierra Leone Sierra Leone Living Standards Survey      

2003 Singapore Household Expenditure Survey       

2003 Slovakia Mikrocensus         

1999 Slovenia Household Budget Survey (LIS Database)      

2000 South Africa Income and Expenditure Survey       

2000 Spain European Community Household Panel (LIS Database)    

2002 Sri Lanka Household Income and Expenditure Survey      

2000 Sweden Income Distribution Survey (LIS Database)      

2002 Switzerland Income and Expenditure Survey (LIS Database)      

2003/4 Syria Family Income and Expenditure Survey      

2003 Tajikistan Living Standards Measurement Study Survey      

2003 Turkey Household Budget Survey       

1999 United Kingdom Family Resources Survey (LIS Database)      

2000 United States March Current Population Survey (LIS Database)      

2002/3 Uzbekistan Uzbekistan Household Survey       

2002/3 Zambia Zambia Living Conditions Monitoring Survey      

   

Note: LIS is Luxembourg Income Study. LSMS is Living Standards Measurement Study. For complete survey list see Branko Milanovic.







Expenditure data are derived from household consumption sur-

veys conducted by national statistics offices. All surveys have 

been standardized as part of the 2003–06 round of the Interna-

tional Comparison Program. Standardization of the surveys used 

in this report was overseen by Olivier Dupriez, senior statistician 

and economist with the World Bank’s Development Data Group.

The International Comparison Program is a global statisti-

cal initiative established to produce internationally comparable 

price levels, expenditure values, and purchasing power par-

ity (PPP) estimates. Purchasing power parities are a form of ex-

change rate that takes into account the cost and affordability of 

common items in different countries.

The project has classified products and services consumed by 

households into 110 groups called “basic headings.” The objective 

of the project is to derive, for as many participating countries as 

possible, the share of each basic heading in total household con-

sumption for different population categories (sorted by level of 

wealth, between urban and rural areas, or using other criteria). 

The aim is to generate poverty-specific purchasing power parities 

that take into account the spending patterns of the poor. 

To obtain the share of each basic heading, the project pro-

duces a standardized data set for each country. It generates these 

data sets by mining existing survey data—drawing on the most re-

cent available nationally representative household budget survey 

(or on another survey with a detailed questionnaire on household 

expenditure). 

Because the source data sets are not standard (different ques-

tionnaires and methods are used in different countries), the stan-

dardization process has some limits. The formatting of the result-

ing subsets is standardized, but total comparability of the data 

cannot be achieved. To the extent possible, uniform methods are 

used to process the data, particularly for aggregating household 

expenditure. But significant differences in the design of question-

naires make it impossible to fully harmonize the aggregation pro-

cedures (for example, some questionnaires do not collect enough 

information for estimating the annual consumption value for 

durables).

Table B.1 shows the 36 surveys that have been standardized in the 

way described and that serve as the basis for the sector analyses in 

this report and for the country data tables that follow.

The country data tables show standardized expenditure data for 

each of 36 countries—the measured BOP expenditure data for the 

analysis presented in this report. 

         

      

2000  Bangladesh Household Budget Survey     

2002  Belarus Income and Expenditure Survey    

2002  Bolivia Encuesta de Hogares (MECOVI Program)a    

2002  Brazil Pesquisa de Orçamentos Familiares    

2003  Burkina Faso Enquête Burkinabé sur les Conditions de Vie des Ménages  

1998  Burundi Enquête Prioritaire      

2003/4  Cambodia Socioeconomic Survey     

2001  Cameroon Enquête Camerounaise auprès des Ménages II   

2003  Colombia Encuesta de Calidad de Vida     

2002  Côte d’Ivoire Enquête Niveau de Vie des Ménages    

2004  Djibouti Enquête Djiboutienne auprès des Ménages Indicateurs sociaux     

2005  Gabon Enquête Gabonaise pour l’Evaluation et le Suivi de la Pauvreté  

2000  Guatemala Encuesta Nacional sobre Condiciones de Vida  

2004  Honduras Encuesta Nacional de Condiciones de Vida   

2004  India National Sample Survey 60th Round    

2002  Indonesia National Socioeconomic Survey (SUSENAS)       

2002  Jamaica Jamaica Survey of Living Conditions    

2003  Kazakhstan Household Budget Survey     

2003  FYR Macedonia Household Budget Survey     

2004  Malawi Second Integrated Household Survey      

2004  Mexico Encuesta Nacional de Ingresos y Gastos de los Hogares  

2003  Nepal Nepal Living Standards Survey II       

2003  Nigeria QUIBB+        

2001  Pakistan Pakistan Integrated Survey     

2000/1  Paraguay Encuesta Integrada de Hogares 

2003  Peru Encuesta Nacional de Hogares—Condiciones de Vida y Pobreza

2003  Russia NOBUS       

2000  Rwanda Enquête Intégrale sur les Conditions de Vie   

2003  Sierra Leone Sierra Leone Integrated Household Survey   

2000  South Africa Income and Expenditure Survey    

2002  Sri Lanka Sri Lanka Integrated Survey     

2003  Tajikistan Living Standards Measurement Study Survey    

2002  Thailand Socioeconomic Survey     

2002/3  Uganda National Household Survey     

2003  Ukraine Household Budget Survey      

2003  Uzbekistan Living Standards Measurement Study Survey

   

a. MECOVI (the Spanish acronym for Mejoramiento de 

las Encuestas de Hogares y la Medición de Condiciones de 

Vida) is the Program for the Improvement of Surveys and 

the Measurement of Living Conditions in Latin America 

and the Caribbean. 











































































, the private sector arm of the World Bank 

Group, promotes open and competitive markets in developing countries.  IFC supports sus-

tainable private sector companies and other partners in generating productive jobs and de-

livering basic services, so that people have opportunities to escape poverty and improve their 

lives.  Through FY06, IFC Financial Products has committed more than $56 billion in funding 

for private sector investments and mobilized an additional $25 billion in syndications for 3,531      

companies in 140 developing countries. IFC Advisory Services and donor partners have pro-

vided more than $1 billion in program support to build small enterprises, to accelerate private 

participation in infrastructure, to improve the business enabling environment, to increase access 

to finance, and to strengthen environmental and social sustainability. For more information, 

please visit www.ifc.org.

 is an environmental and international development think 

tank that goes beyond research to create practical ways to protect the Earth and improve people’s 

lives.

WRI is the first environmental organization to engage the business sector in a new way of 

thinking about poverty alleviation.  Our work is influencing the way business leaders think about 

markets, profit, poverty and the environment.

Development Through Enterprise (DTE) is a project within WRI’s broader Enterprise and 

Innovation objective.  Other projects within this objective include New Ventures (www.new-

ventures.org), which supports sustainable enterprises by accelerating the transfer of capital to 

outstanding companies that deliver social and environmental benefits.

The Next 4 Billion, a part of the Tomorrow’s Markets series, is a publication authored by the 

DTE  team at WRI.  DTE catalyzes sustainable economic growth by identifying market opportuni-

ties and business models that meet the needs of underserved communities in emerging econo-

mies. Through direct engagements with corporations, aid agencies, business schools, and other 

partners, DTE transforms its intellectual capital into on-the-ground initiatives.

Find more information and opportunities to engage in discussion about DTE’s subject exper-

tise at http://www.NextBillion.net.









Like consumers everywhere, the poor are constantly looking for products and services that 

improve their quality of life at an affordable price. The poor are also vital producers and 

distributors of an immense range of goods. Companies that are smart enough to tailor their 

offerings to the needs of low-income consumers and entrepreneurs will thrive in the 21st century. 

As illustrated in this important volume, The Next 4 Billion, companies that provide affordable 

solutions in areas such as housing, sanitation, public transport, and connectivity will also

make a vital contribution to human development.

President,

Inter-American Development Bank

C.K. Prahalad and Stuart Hart’s ground-breaking work alerted private sector businesses 
to the importance of the market at the base of the pyramid. Now, for the first time, we 

can express that importance in hard numbers—a 5 trillion dollar, 4 billion person market. 
That represents a massive opportunity for private sector firms to engage in ways 

that improve poor peoples’ lives.

Vice President, Financial and Private Sector Development,

International Finance Corporation and World Bank, and

Chief Economist, International Finance Corporation

Global productivity, education, and the sciences have advanced at an increasingly
 fast pace due to information technology and access to the Internet.  Yet, most of the 
world’s population who inhabit the middle and bottom of the “economic pyramid” is 
being underserved in realizing the transforming benefits of IT. The IT industry can 

narrow this gap by helping local communities evaluate and pursue inventive approaches 
to realizing the benefits of technology, and through co-creation of new business 

endeavors with NGO and public sectors that focus specifically on the needs of 
middle- and bottom-of-pyramid customers.

Senior Vice President 

Microsoft Corporation

It is very clear that the private sector has an important and constructive role to play in 
addressing the needs of the poor and disenfranchised. The Next 4 Billion lays the 

foundation for the empirical, market-based approach necessary for private enterprises 
to bring scale and sustainable solutions to heretofore intractable problems.

Executive Vice President 

Global Brand and Marketing 

Visa International


