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The top two tiers
represent less than
25% of the world’s
population, while the
bottom two tiers
represent over

of the world's
population®.
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HOW TO PROFITABLY
MARKET TO THE MEDIUM
LOW INCOME

Ipsos Hong Kong Media Atlas
provides more detail on who the
people are, at the bottom of the
pyramid:

e By nature they're more risk
adverse than higher income
groups (only 12% are willing to
take risks in the lowest quintile
income group, compared to 27%
for the richest quintile).

e Strong believers in money as
being the most important yardstick
for success measurement (32% in
the lowest quintile compared to
25% in the highest quintile).

As Clare Lui, Executive Director Media
CT Ipsos Hong Kong notes, “Media
Atlas data shows that the medium
poor are, as expected, lagging behind
general population on technology
adoption, however they enjoy the fun
of shopping and embrace sports... just
like everyone else (33% across income
groups among Hong Kong general
population). In terms of reaching them,

radio is not a bad choice as they're the
biggest consumption group. However,
TV is still king.”

These medium low-income consumers
are brand conscious; people with
limited savings need good, reliable
quality at a fair price. Well-known
multinational brands are favored
over domestic brands by 70 percent.
These customers might not be able to
afford a standard-sizes of shampoo
or laundry detergent, but they do see
the high price of such products as an
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indication of value. Given the right-
sized (and priced) package size, they
choose global brands when they can.

“Living on an extremely tight budget,
our data shows this segment focus
on stability and security albeit with
a cautiously defiant opportunistic
mindset. So, what are the implications
for marketers? Products that fulfill the
basic needs of life that focus on product
utility and durability will succeed; as
long as price is realistic since this
is the most important factor when

purchasing for this group. Given their
lower trust towards media, emotional
attachments in advertising may not
be as effective in communicating,”
notes Craig Harvey, Insight Director,
Universal McCann Hong Kong.

Nestle’s global strategy of
understanding the consumer, providing
nutritton and great taste without
compromising quality or safety as well
as providing good value spearheads
their success in reaching out to the
medium low income segment. Lower

Awareness

[j TV, radio, outdoor most likely
. channels
(} Partnerhips with public
orgs and NGO's

Acceptability

# Focus on development ‘ !
customers
i Innovative solutions to meet

customer needs
i Establish local R&D

income segment sales represent over
30% of all Nestle sales in Indonesia
through a successful focus on
addressing micronutrient deficiencies
of iron and Vitamin A. The products
are manufactured locally which also
assists over 30,000 milk farmers who
supply the factory with milk®.

A.T. Kearney provides a model for
how to most efficiently address low-
income consumers?.

Affordability

@ Reduce pack size to reduce per
item cost
@ Lower capital operations to
leverage scale

AR \yailability

&7 Restructure value chain/ costs
to shorten supply chain
B Local sourcing
Selective retailers,
efficient stocking




Ensuring availability of products
and services remains one of the
key challenges in serving this
market. Unlike for other segments,
distribution channels for the medium
low income tend to be fragmented
or non-existent. After their launch
of the world’s first 100k rupee
car, Nano, Tata tackles affordable
drinking water. Swach from Tata
delivers eco-friendly potable water
supply system in a package of:
strong product design, strictly
consistent retail price and modules
for flexibility in construction and
usage. For distribution, Tata plugged
into existing channels of mom & pop
stores. Priced at half of its closest
competitor (Unilever), it's set to see
significant growth’.

When marketing to the base of the
pyramid, successful companies
have focused on the positive:
aspirations versus price, quality
of life versus avoiding hardships,
social acceptability rather than
product features. P&G says it has
clearly seen the benefits of a positive
approach with other products
and programs. For example, the

company says that in the Philippines it
developed a successful clean-hands
campaign with Safeguard soap that
combined a message about bacteria
with upbeat commercials of healthy,
happy children washing their hands
and playing®.

So while the base of the pyramid
may not be the easiest to reach or
homogenous segment, they do still
represent a significant opportunity
for future growth. As organizations
start to involve their customers more

in gaining deeper implementable
insights, more products and services
can be developed which meet the
needs of the medium low income
consumer.
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About Ipsos:

Ipsos is an independent market research company controlled and managed by research
professionals. Founded in France in 1975, Ipsos has grown into a worldwide research group
with a strong presence in all key markets. In October 2011 Ipsos completed the acquisition
of Synovate. The combination forms the world’s third largest market research company. With
offices in 84 countries, Ipsos delivers insightful expertise across six research specializations:
advertising, customer loyalty, marketing, media, public affairs research, and survey management.
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