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Base-of-the-Pyramid (BoP) enterprises seek to serve impoverished customers in informal
markets. While BoP enterprises have grown in prominence, comparatively little multidimen-
sional theoretical work has explored why these customers ultimately elect to purchase their
products. Using a sample of 555 potential customers in rural India, our results indicate that the
influence of different dimensions of poverty on likelihood of purchase is largely a function of the
strength of the formal institutional environment. Specifically, stronger formal institutional
environments can act as both a complement to, and a substitute for, the influence of individual-
and network-level norms on purchasing decisions in informal markets. Copyright © 2014

Strategic Management Society.

INTRODUCTION

Base-of-the-Pyramid (BoP) enterprises are organiza-
tions that seek to be economically sustainable and
contribute to alleviating poverty by creating new
transactional linkages between formal and informal
markets (Godfrey, 2011; Kistruck etal., 2012a;
London, Anupindi, and Sheth, 2010; London and
Hart, 2011). We define informal markets as markets
where transactions are largely guided by norms,
values, and tradition rather than formal rules and
laws (London and Hart, 2004; Mair, Marti, and
Ventresca, 2012; Webb et al., 2012). BoP enterprises
often accomplish this dual mission by introducing
lower priced or previously unavailable products and
services to impoverished individuals within informal
markets (Prahalad, 2005). For example, Sanergy is
a BoP enterprise based in Kenya that provides
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low-cost sanitation services to people living in urban
slums who lack affordable access to clean toilets
(Esper, London, and Kanchwala, 2013). Sanergy’s
objective is to help decrease the nearly 1.7 million
deaths that occur each year worldwide as a result
of diseases associated with improper sanitation
(Sanergy, 2013). To accomplish this, Sanergy seeks
to generate sufficient profits from the sale of its ser-
vices to scale across Kenya as well as to other urban
slums throughout Africa.

While BoP enterprises can certainly link formal
with informal markets by purchasing goods from
impoverished individuals, a great deal of practical
and academic focus has been on how such enterprises
can provide socially valuable products fo impover-
ished individuals (London et al., 2010; London and
Hart, 2011; Webb eral., 2009a). This consumer
segment, referred to as the BoP, live in deep po-
verty with an annual per capita income of less than
$3,000 in purchasing power parity (Hammond et al.,
2007; London et al., 2010). Furthermore, such indi-
viduals typically purchase goods and services from
subsistence-oriented microenterprises that are not
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formally registered with the government (de Soto,
2000; Godfrey, 2011). As such, they transact within
the informal economy, which is defined as the subset
of the economy where businesses operate illegally in
that they do not adhere to established laws and regu-
lations, yet are perceived as legitimate by large
groups in a particular society in that they adhere to
specified norms (Webb efal., 2009b). Thus, the
buying habits of BoP consumers are often influenced
by norms and cultural traditions in addition to price
and product attributes. To serve this segment, BoP
enterprises must become skilled in understanding and
responding to the complex set of factors that impact
purchase decisions within informal markets
(Kistruck ef al., 2011).

Drawing upon three streams of literature, entre-
preneurship in the informal economy, capability
building by BoP enterprises, and consumer beha-
vior in subsistence marketplaces (Bruton, Ireland,
and Ketchen, 2012; London and Hart, 2004;
Viswanathan, Sridharan, and Ritchie, 2010;
Viswanathan et al., 2012; Webb et al., 2009a), we
begin by outlining how separate but related dimen-
sions of poverty, including an individual’s economic,
capability, and relationship well-being, are associ-
ated with likelihood of purchase for BoP consumers.
Specifically, we hypothesize how income, education,
gender, social support, and household size can create
norms that significantly influence likelihood of pur-
chase within informal markets. We then present a
series of arguments as to how the strength of formal
institutions at a more macro level can moderate
individual-level purchasing decisions. While trans-
actions within informal markets are, in part, gov-
erned by informal norms and values, we hypothesize
that they are also significantly influenced by the
formal institutional environment as it relates to
access to infrastructure, legal systems, health care,
public media, etc. (Godfrey, 2011; Webb et al.,
2009a).

To test our main effect and interaction hypotheses,
we collected data from 555 potential consumers of a
BoP enterprise, VisionSpring, which sells inexpen-
sive, high-quality reading glasses within the infor-
mal markets of rural India. We collected data on
income level (economic well-being), education and
gender (capability well-being), and social support
and household size (relationship well-being), as
well as on the strength of the formal institutional
environment.

We find that the effect of economic, capability,
and relationship well-being on likelihood of pur-
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chase within informal markets is highly contingent
upon the strength of the formal institutional environ-
ment. With the exception of gender, we fail to find
support for such factors as main effects as suggested
by prior research. Rather, we find that stronger
formal institutional environments may substitute for
income, but also act to complement larger social
networks and household size within informal
markets.

Our study makes several contributions. From an
empirical standpoint, to the best of our knowledge,
this is the first large-scale, quantitative evaluation of
potential BoP enterprise customers (Kolk, Rivera-
Santos, and Rufin, forthcoming; Walsh, Kress, and
Beyerchen, 2005). From a theoretical perspective,
our study makes two important contributions. First,
we explore poverty as a multidimensional rather than
a unidimensional predictor of consumer behavior
(London, 2009; The World Bank, 2001). Previous
scholars have emphasized that we need to better
understand the influence of poverty on business out-
comes (Bruton, 2010; Gulyani and Talukdar, 2010).
While prior work has attempted to heed this call by
exploring a range of poverty-related factors in infor-
mal markets (Dawar and Chattopadhyay, 2002;
Viswanathan et al., 2012), such work has not exam-
ined such factors in a holistic framework. Second,
our findings suggest that the strength of the formal
institutional environment is an important contin-
gency in modeling transactional outcomes, even
within informal markets. While prior research has
suggested that stronger formal institutional environ-
ments serve primarily as a substitute for individual-
and network-level influences (Greif, 2006; North,
1990), our results suggest that stronger formal insti-
tutions can work as both a substitute for, and a
complement to, micro-level factors.

BASE-OF-THE-PYRAMID
ENTERPRISES

Over the past 50 years, philanthropic efforts have
been the dominant approach to alleviating poverty
(Sachs, 2005). During this time, donors have spent
billions of dollars in primarily grant-based programs
to improve the lives of the poor living in the devel-
oping world, a segment which more recently has
been called the base of the pyramid, or BoP
(Prahalad and Hart, 2002). The BoP is defined both
by financial hardship (annual per capita income of
less than $3,000 in purchasing power parity) as well
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as the reliance of its inhabitants upon informal
markets for conducting transactions (Godfrey, 2011;
Hammond et al., 2007; London et al., 2010).
Despite the large sums of money spent and the
extended history of grant-based programs, these
efforts have yet to produce the desired impact on
poverty alleviation, leading to growing interest in
exploring new approaches (Chambers, 1997; Riddell,
2007). One result is increased attention to the poten-
tial of entrepreneurial activities in alleviating poverty,
including BoP enterprises (Kistruck et al., 2013;
Prahalad and Hammond, 2002). BoP enterprises are
revenue-generating ventures that link formal with
informal markets by facilitating the transaction of
goods and services either fo or from impoverished
individuals (London and Hart, 2011). BoP enterprises
also seek to be both economically sustainable and
contribute to alleviating poverty, a proposition often
framed as mutual value creation (London et al.,
2010). Creating mutual value requires hearing the
voices of the poor (Simanis, Hart, and Duke, 2008).
While the idea of listening to one’s potential cus-
tomers is not new, doing so in the context of the BoP
can generate unique challenges (London and Hart,
2011; Rosa and Viswanathan, 2007). BoP consum-
ers often struggle economically, psychologically,
and socially within informal markets and such
poverty-related challenges can have a significant
impact on their purchase decisions (Hammond
et al., 2007; Viswanathan and Rosa, 2007). Thus,
BoP enterprises must reconsider traditional views
of entrepreneurial activity, capability development,
and consumer behavior that were developed for
formal rather than informal markets (Godfrey,
2011; London and Hart, 2004; Prahalad, 2005;
Viswanathan et al., 2012; Webb et al., 2009b). This
includes acquiring a greater appreciation of the
influence of both financial and norm-related dimen-
sions of poverty on purchase decisions within infor-
mal markets (London, 2009; Mair et al., 2012).

THE MULTIDIMENSIONAL EFFECTS
OF POVERTY ON PURCHASING

The most salient factors that influence purchase
decisions of BoP consumers within informal markets
are thought to be different than wealthier consumers
in more formal markets (Viswanathan and Rosa,
2007). For example, prior research has suggested
that many impoverished consumers within informal
markets tend to buy locally due to a lack of trans-
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portation options and make purchases on a daily
rather than weekly basis due to variability in their
income flow (Dawar and Chattopadhyay, 2002).
Many consumers within the BoP also tend not to
value labor-saving products and services due to the
low cost of labor (Dawar and Chattopadhyay, 2002).
Therefore, it is important to understand how such
differences alter the set of factors that affect the
purchase decisions of BoP consumers within infor-
mal markets.

While knowledge surrounding the set of factors
that most influence the likelihood of purchase for
BoP consumers remains somewhat limited (Gulyani
and Talukdar, 2010), a number of literatures
within the fields of entrepreneurship, strategy, and
marketing have begun to separately tackle this ques-
tion. Entrepreneurship scholars have begun to build
a stream of research that explores how micro-
entrepreneurs are able to survive and thrive within
challenging institutional environments (Bruton
etal., 2012; Webb et al., 2012; Webb et al., 2009b).
Strategy scholars, focused on the base-of-the-
pyramid as a new market opportunity, have contrib-
uted a great deal to our understanding of why many
customers within such markets, despite their lack
of wealth, may be eager to purchase high-quality,
socially beneficial products (Prahalad, 2005;
Simanis et al., 2008). There is also a burgeoning
body of work in marketing on the topic of subsis-
tence markets that suggests factors such as self-
esteem and literacy can be significant predictors of
purchasing behavior for BoP consumers within
informal markets (Viswanathan ez al., 2010).

While scholars in all three literature streams agree
that poverty is a dominant factor influencing entre-
preneurial activity, what has been lacking is a con-
ceptualization of poverty that both captures its
pecuniary and associated norm-related dimensions
and explains the relative importance of each dimen-
sion within a more comprehensive model (The
World Bank, 2001; United Nations Development
Programme, 1990). Recently, however, greater
attention has been focused on closing this gap
(Foundation Center, 2012). We use the BoP Impact
Assessment framework, which has been success-
fully implemented in the field and identified as a
particularly useful framework by leaders in the
development and corporate communities (London,
2009; World Business Council for Sustainable
Development, 2013).

Poverty represents a lack of well-being
(Chambers, 1997; Sen, 1999). While economists
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have often relied on income or expenditures as the
key proxy for measuring levels of poverty, relying
solely on measures of economic well-being is inad-
equate (Sen, 1999; United Nations Development
Programme, 1990). The dimensions of economic,
capability, and relationship well-being put forward
in the BoP Impact Assessment framework provide a
theoretical framing for developing a set of hypoth-
eses about how different dimensions of poverty may
predict likelihood of purchase for BoP consumers
within informal markets. The economic dimension
captures an individual’s financial well-being and
control over resources (The World Bank, 2001;
United Nations Development Programme, 1990).
The capability dimension captures the processes that
enable freedom of action and the actual opportuni-
ties that individual people have, given their personal
circumstances and level of embeddedness within
cultural traditions (Sen, 1999). The relationship
dimension moves beyond the view of individual
capability by incorporating how relations, networks,
and connections affect exclusion, prejudicial norms,
and geographic isolation within informal markets
(Chambers, 1997; Narayan et al., 2000).

Drawing upon an integration of previous work
within entrepreneurship, strategy and marketing, we
turn now to hypothesizing how each of these three
dimensions of our poverty framework—economic,
capability, and relationships—are expected to act as
significant predictors of likelihood of purchase for
BoP consumers within informal markets. We then
present a set of hypotheses that specifically incorpo-
rate how the strength of the formal institutional envi-
ronment at a more macro level can be expected to
significantly influence these main effects. Figure 1
provides a summary of our conceptual model.

Economic well-being
Income

Economic well-being consists of an individual’s
command over economic resources for the purpose
of consumption, production, investment, or ex-
change (London, 2009). Income is a standard
measure of economic well-being (The World Bank,
2001) and consumption is typically affected by
variations in income levels. Across a wide variety of
product categories, prior research has suggested that
the amount consumers spend on non-food items
increases with higher incomes (Hammond et al.,
2007).

While variance certainly exists in the income
levels of individuals who reside higher on the eco-
nomic pyramid, such variance is less likely to serve
as a significant predictor of purchasing the types of
low-cost products typically sold by BoP enterprises.
Comparatively, income becomes a much more
salient predictor of purchasing even basic goods and
services for BoP consumers who operate on very
limited budgets (London, 2009). Impoverished
individuals often exhibit norms of hopelessness
and fatalism (Zucker and Weiner, 1993) that may
reduce their likelihood of purchasing socially valu-
able products that represent ambition or aspiration
for a better life. Individuals with extremely low
levels of income are also likely less able to tolerate
risk (Fafchamps, 2003) and, thus may, be less likely
to purchase a product unfamiliar to their local
culture.

That is not to say that BoP consumers are inca-
pable of purchasing such products. Prior research on
subsistence markets has suggested that even the
extremely poor exhibit purchasing discretion in that

Economic well-
being

H2a, H2b

Capability

Strength of formal
institutional environment

Likelihood

well-being

H3a, H3b

Relationship
well-being

Figure 1.
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they do not spend their limited income only on food,
but they also pay for entertainment and invest in
durable goods (Banerjee and Duflo, 2007). Rather,
we hypothesize that income will serve as a par-
ticularly important predictor for BoP consumers
given the relative cost of products sold by BoP enter-
prises in relation to absolute income levels of BoP
consumers.

Hypothesis 1 (HI1): The higher the level of
income, the greater the likelihood that an indi-
vidual will become a customer of products offered
by BoP enterprises.

Capability well-being
Education

Capability well-being includes opportunities to
draw upon intellectual and physical resources that
can enhance the development of an individual’s
agency (London, 2009; Sen, 1999). Skills and
knowledge developed by educational opportunities
can facilitate economic participation and enable
individuals to make more informed decisions (Sen,
1999). To that end, the United Nations Development
Programme (1990) identifies education as a core
component of its Human Development Index. As
with the first hypothesis, while we expect capabili-
ties in terms of education level to play a role in
purchasing decisions within formal markets serving
consumers higher on the economic pyramid, such
levels are more salient for BoP consumers in infor-
mal markets.

A combination of financial necessity and cultural
norms regarding appropriate working age within
informal markets often results in a significant
number of children leaving school at a very young
age (Fuller, Singer, and Keiley, 1995). Many fami-
lies may also not be able to afford the required
school fees and uniforms for all their children
(Banerjee and Duflo, 2011). Furthermore, many
individuals within informal markets marry and
engage in child rearing at an early age for reasons of
tradition, which similarly limits the number of ado-
lescents pursuing higher educational opportunities
(Jensen and Thornton, 2003). The end result is that
many BoP consumers within informal markets have
relatively low levels of basic reading, writing, and
mathematical skills, which can significantly influ-
ence their likelihood of purchasing new products
from BoP enterprises. A lack of basic literacy or
numeracy skills has been shown to limit a BoP con-
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sumer’s willingness to try new products due to fear
of unfamiliar pricing schemes and feelings of futility
in making comparisons within subsistence markets
(Viswanathan, 2011). With very low levels of educa-
tion, individuals are more likely to follow existing
purchasing norms and routines with local vendors
rather than search for information to evaluate new
products or vendors (Schmidt and Spreng, 1996).
Comparatively, individuals who have received even
moderate levels of education display more abstract
thinking and a greater willingness to engage with
surroundings (Kintgen, Kroll, and Rose, 1988),
including greater interest in transacting with unfa-
miliar partners and trying new products as BoP con-
sumers (Rosa and Viswanathan, 2007). Thus, we
hypothesize:

Hypothesis 2a (H2a): The higher the level of edu-
cation, the greater the likelihood that an indi-
vidual will become a customer of products offered
by BoP enterprises.

Gender

Gender is another salient factor under the capability
well-being dimension that we predict will signifi-
cantly affect the likelihood of purchase for BoP
consumers within informal markets. Gender ine-
quality is a predominant cultural norm that restricts
the freedoms and capabilities of women across
much of the developing world (Sachs, 2005; Sen,
1999). Although women in general continue to
face inequity, this inequity is greater in informal
markets where it is common for women to have a
much lower social status than men and for men
to believe that women are subordinate to them
(Deutsch, 2007).

In general, prevailing norms regarding women
within informal markets significantly diminish the
extent to which women influence overall family
decision making (Mair et al., 2012). This is particu-
larly relevant to the potential purchase of socially
valuable products sold by BoP enterprises, as women
are more likely than men to allocate limited
resources to products that produce long-term benefit
to the family rather than short-term satisfaction of
immediate needs (Duflo, 2003). Furthermore,
women within informal markets typically lack
control over personal financial resources and are
often bound by societal expectations to refrain from
traveling outside of their local village, as well as
from making purchases that are large or nonroutine
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in nature (Banerjee and Duflo, 2007; Mair ef al.,
2012; Sen, 1999). The result is that the gender of a
potential BoP consumer within informal markets
significantly influences the likelihood that the need
or desire will translate to purchase. Thus, we hypoth-
esize the following:

Hypothesis 2b (H2b): Women are less likely than
men to become customers of products offered by
BoP enterprises.

Relationship well-being
Social support

Relationship well-being involves resources that indi-
viduals can draw upon through interpersonal net-
works and from the surrounding market environment
to reduce their isolation or exclusion (London,
2009). Social support, as a factor comprising rela-
tionship well-being, refers to the amount of assis-
tance that individuals receive from individuals,
groups, and the larger community (Lin, Dean, and
Ensel, 1981). At the interpersonal level, individuals
develop social support networks in anticipation of
benefiting from them (Bourdieu, 1986). Such ben-
efits might include the sharing of risks in endeavors
of high uncertainty, collaborating to solve problems,
and gaining access to new information (Sparrowe
et al., 2001).

We hypothesize that the level of social support
will play a particularly significant role in purchas-
ing decisions for BoP consumers within informal
markets. BoP consumers with low levels of social
support are likely to be more resistant to trying new
products, as they lack feedback from informal
network ties (Viswanathan et al., 2010). Individuals
who live in relative social isolation are also more
likely to feel vulnerable and to adhere to existing
cultural norms and traditions to cope with such vul-
nerability rather than engage in experimentation
(Baker, Gentry, and Rittenburg, 2005). Compara-
tively, individuals with high levels of social support
are more likely to access and leverage the trust that
often accompanies being embedded within informal
market networks that help validate potential new
transaction partners (Murphy, 2002). Individuals
with high levels of social support are also more
likely to be exposed to other individuals who have
had experience purchasing a new product, and they
are more likely to perceive that product favorably
themselves (Rosa and Viswanathan, 2007). Thus,
we predict:
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Hypothesis 3a (H3a): The higher the level of
social support, the greater the likelihood that an
individual will become a customer of products
offered by BoP enterprises.

Household size

The number of people in a potential consumer’s
household is another characteristic of relationship
well-being that is particularly salient for BoP con-
sumers within informal markets. While larger fami-
lies can produce some income-related benefits with
regard to purchasing power, sociologically based
research has shown that members of larger families
are much more likely to adhere to cultural norms
and traditions than members of smaller families
(De Vries, Kalmijn, and Liefbroer, 2009). The
result of such increased adherence is that indi-
viduals belonging to larger families may be less
likely to experiment with new products such as
those offered by BoP enterprises within informal
markets.

While belief and value systems across broader
social networks may vary, familial ties often exhibit
a high degree of homophily (McPherson, Smith-
Lovin, and Cook, 2001). Furthermore, such
homophily is constantly reinforced within larger
families as compared to smaller families for seve-
ral reasons. Individuals belonging to larger families
are more likely to regularly defer to hierarchal
authority in the face of uncertainty rather than to
evaluate options at an individual level (Schwartz,
2005). Furthermore, an individual’s self-concept
and self-worth are often largely attached to the
norms and beliefs that historically define their
family (Dutton, Dukerich, and Harquail, 1994,
Turner, 1975). This identity is strengthened over
time through repeated socialization within the
family, thus reducing the likelihood of an individual
engaging in new activities that do not adhere to tra-
ditional beliefs (de Jong, 2009; Webb, Ketchen, and
Ireland, 2010). As a result, we expect that BoP con-
sumers belonging to larger families within informal
markets would be more likely to adhere to tradi-
tional norms than those belonging to smaller fami-
lies, thereby diminishing the likelihood of purchase.
Thus, we hypothesize:

Hypothesis 3b (H3b): The larger the size of the
household, the lower the likelihood that an indi-
vidual will become a customer of products offered
by BoP enterprises.
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MODERATING EFFECT OF THE
STRENGTH OF THE FORMAL
INSTITUTIONAL ENVIRONMENT

Prior research has often assumed that the informal
markets that serve BoP consumers can be uniformly
characterized as formally institutionally void in
nature (Mair et al., 2012). However, the preponder-
ance of informal markets is not necessarily evidence
of formal institutional voids—individuals may elect
to continue to transact, relying on informal norms,
values, and traditions despite the existence of formal
institutions to avoid taxation, cumbersome bureau-
cracy, or unwanted attention (de Soto, 2000; Sutter
et al., 2013). Thus, while it is true that many indi-
viduals within the BoP transact within informal
markets and are subsequently guided in part by
norms, values, and traditions, they may also be in
part influenced by the broader formal institutional
landscape that coexists (Godfrey, 2011; North, 1990;
Webb et al., 2009a).

Given the diversity of local environments that
together constitute the BoP, certain BoP environ-
ments are likely to possess stronger financial, edu-
cational, informational, and other formal institutions
than others (Kistruck et al., 2012b). Thus, we seek to
predict how variance in the strength of formal insti-
tutions at a macro level may modify the effect of
individual-level factors upon likelihood of purchase.
Such interactions may prove to be particularly
important in moderating the link between individual-
level factors and likelihood of purchase, as public
institutions may substitute for, as well as comple-
ment, private deficiencies.

Economic well-being and strength of
formal institutions

Income

We argue that the link between income levels and the
likelihood of purchase will be more salient within
weaker, as compared to stronger, formal institutional
environments for several reasons. Within weaker
institutional environments, BoP consumers have
limited or no access to social safety nets, unemploy-
ment protection, or other programs that are often
present in stronger formal markets in the event of
work difficulties. This causes such individuals to be
much less likely to purchase products they deem as
risky or unfamiliar without sufficient stable income
to generate significant savings (Hammond et al.,
2007; Rosa and Viswanathan, 2007; Schneider and
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Enste, 2000). Furthermore, the quality of transporta-
tion infrastructure within weaker formal institutional
environments also tends to be low, meaning potential
BoP consumers may require even more time and
money to physically access more central markets
where BoP enterprises may be located (Banerjee and
Duflo, 2007).

Comparatively, the presence of stronger formal
institutions may weaken the link between personal
income and likelihood of purchase (Dawar and
Chattopadhyay, 2002). For example, as compared to
environments with underdeveloped financial institu-
tions, environments with stronger financial infra-
structures can facilitate greater purchasing power by
providing increased access to bank loans, payment
plans, or other credit mechanisms (Banerjee and
Duflo, 2007; de Soto, 2000). Additionally, the pres-
ence of financial safety nets and other government
programs may mitigate norms of hopelessness and
fatalism and increase the likelihood that even poorer
individuals will invest in socially valuable products
that can improve the long-term outlook for them or
their families. Therefore, we predict that the salience
of income for BoP consumers within informal
markets will diminish as the strength of the formal
institutional environment increases. More specifi-
cally, the direct effect of income on the likelihood of
purchase will decrease as the strength of the formal
institutional environment increases, given that stron-
ger public institutions work to substitute for defi-
ciencies in private individual income.

Hypothesis 4 (H4): The effect of income on the
likelihood that an individual will become a cus-
tomer of products offered by BoP enterprises
depends on the strength of the formal institutional
environment.

Capability well-being and strength of
formal institutions

Education

The link between an individual’s education and
whether or not that individual will become a cus-
tomer of BoP enterprise products is also expected to
be more salient within weaker, rather than stronger,
formal institutional environments. Within weaker
formal institutional environments, there is typically
an absence of regulatory or consumer protection
agencies (de Soto, 2000). As a result, BoP consumers
with low levels of literacy and education are less
likely to try new products and services, given that
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their lack of understanding regarding product safety
and efficacy cannot be substituted by the expert
opinions of others within society charged with pro-
tecting their well-being (Viswanathan, Rosa, and
Harris, 2005). They are likely to prefer to purchase
brands and products they are familiar with and trust
by way of prior usage rather than attempt to navigate
the pros and cons of new products (Viswanathan
et al., 2005).

Comparatively, within environments with stronger
formal institutions, a culture of exploration is more
likely to exist rather than adherence to existing
norms and routines (Diamond, Newby, and Varle,
1999). While BoP consumers with low levels of edu-
cation in such settings may similarly be somewhat
reticent to try new products that they do not com-
pletely understand, such reluctance may be muted by
the presence of government agencies or other orga-
nizations providing expert and critical evaluations of
new products and services. Furthermore, such infor-
mation can be communicated by way of easy-to-
understand safety labels, or certifications of quality
that are easy for uneducated individuals to compre-
hend (Viswanathan et al., 2005). Therefore, we
hypothesize that the relationship between the educa-
tion level of BoP consumers and likelihood of pur-
chase will decrease as the strength of the formal
institutional environment increases.

Hypothesis 5a (H5a): The effect of education on
the likelihood that an individual will become a
customer of products offered by BoP enterprises
will depend on the strength of the formal institu-
tional environment.

Gender

The link between an individual’s gender and whether
or not that individual will become a customer of
BoP enterprise products within informal markets is
also expected to be more salient within weaker, as
opposed to stronger, formal institutional environ-
ments. Poorly developed public media institutions
and communications infrastructure reduce the spread
of information to different segments of local society
(Geertz, 1978; Ménard and Shirley, 2008). The
absence of public communications systems, thus,
prevents the dissemination of social messages and
social movements that may question the traditional
ideologies surrounding gender norms (Deutsch,
2007; West and Zimmerman, 1987). Limited trans-
portation options and weak legal institutions may also
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impede the safe and efficient mobilization of women
to gather in common areas for reasons of public
protest (Balk, 1997), as well as to engage in travel to
purchase goods.

Comparatively, stronger formal institutional envi-
ronments may diminish the negative effects of
gender upon purchasing. With improved communi-
cations infrastructure and a legitimate media, new
ideas—including modern messaging centered on
gender equity (La Ferrara, Chong, and Duryea,
2012; The World Bank, 2011b)—are more easily
shared. The infusing of this new information into
society at large can catalyze changes to norms and
traditions at a cultural level. Increased safety result-
ing from stronger enforcement systems and im-
proved public transportation may also make it more
likely for women to engage in purchasing activities
they used to avoid (The World Bank, 2011a). There-
fore, we predict that the direct effect of gender norms
on the likelihood of purchase will decrease as the
strength of the formal institutional environment
increases.

Hypothesis 5b (H5b): The effect of gender on the
likelihood that an individual will become a cus-
tomer of products offered by BoP enterprises will
depend on the strength of the formal institutional
environment.

Relationship well-being and strength of
formal institutions

Social support

Compared to the prior hypotheses, we expect that
stronger formal institutional environments will
increase, rather than decrease, the main effect of
social support on likelihood of purchase for BoP
consumers. Thus, while our first three moderating
hypotheses portrayed stronger formal institutional
environments as having a substitutive effect for indi-
vidual deficiencies, we expect stronger formal insti-
tutions to have a complementary effect on higher
levels of social support.

As discussed within our main effect hypothesis,
social support networks within informal markets
serve as an important source of product information
and risk management for BoP consumers. Within
stronger formal institutional environments, potential
consumers and their support network receive an even
greater amount of information from an even more
diverse set of public sources such as newspapers,
television, or the Internet (The World Bank, 1998;
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Viswanathan and Rosa, 2007). Such additional
sources can serve to further affirm positive impres-
sions of a new product or new provider from the
individual’s social network (Viswanathan ef al.,
2010) or offer additional contradictory information
in the event of a negative opinion originating from
more traditional social ties.! Even for individuals
who are relatively socially isolated, exposure to
public sources of information can decrease their
feelings of vulnerability and encourage them to
break with existing traditions. Additionally,
improvements in transportation within stronger
formal institutional environments are likely to
increase access to more people supplying social
support. Thus, stronger formal institutional environ-
ments complement larger support networks for BoP
consumers, as a greater number of network ties will
have access to a broader set of information sources.
Therefore, we predict that the direct effect of social
support on the likelihood of purchase will increase as
the strength of the formal institutional environment
increases.

Hypothesis 6a (H6a): The effect of social support
on the likelihood that an individual will become a
customer of products offered by BoP enterprises
will depend on the strength of the formal institu-
tional environment.

Household size

We expect that larger household sizes will lead to
higher likelihood of purchase for BoP consumers
within stronger formal institutional environments.
While larger family size can have a negative effect on
likelihood of purchase within weak formal institu-
tional environments for reasons of homophily, defer-
ence to hierarchical authority, and maintenance of
self-identity through adherence to norms and customs
(McPherson et al., 2001), larger families within
stronger formal institutional environments have an
increased likelihood of gaining access to the broader,
more heterogeneous set of opinions, values, attitudes,
and behaviors by way of access to more diverse
information sources (Bowles, 1998). Such new
network linkages help prevent the overembeddedness

" Our assumption based upon extensive field experience is that
the vast majority of socially valuable products sold by BoP
enterprises are indeed beneficial to individuals facing poverty.
In the event certain products are deemed largely unbeneficial by
the public at large, the effect of stronger formal institutional
environments would be to complement this negative message,
thereby reducing likelihood of purchase.
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that can occur when members of large families rely
primarily upon frequent exchange with each other to
evaluate options and have limited access to external
sources of information over time (Arregle et al.,
forthcoming; Webb et al., 2010).

Thus, while larger families can serve to reinforce
existing norms by way of repeated social interaction
within the traditional family unit within weak formal
institutional environments (The World Bank, 2011b;
Webb et al., 2010), they also increase the number of
individual contact points through which new infor-
mation can enter the family sphere by way of new
media and enhanced face-to-face contact in environ-
ments with stronger communications and transpor-
tation institutions. Therefore, larger family size will
increase the likelihood of purchase within more
formal institutional environments as compared to
within weak formal institutional environments.
Thus, we hypothesize the following:

Hypothesis 6b (H6b): The effect of household size
on the likelihood that an individual will become a
customer of products offered by BoP enterprises
will depend on the strength of the formal institu-
tional environment.

METHODS

We drew our sample from potential customers of
VisionSpring, an organization recognized for using
business approaches to solve social problems by
linking formal with informal markets. While a non-
profit organization, VisionSpring’s economic goal is
to become a self-sustaining enterprise that scales
through the financial viability of its business
(Christiansen and London, 2008), thus fitting the
definition of a BoP enterprise (London and Hart,
2011).

VisionSpring focuses on addressing presbyopia
(inability to focus on near objects) by selling low-
cost, high-quality reading glasses in rural areas. To
distribute glasses, VisionSpring selects local indi-
viduals to become Vision Entrepreneurs (VEs)
(Christiansen and London, 2008). VisionSpring pro-
vides standardized training and procedures, and a
‘Business in a Bag,’ that contains spectacles, diag-
nostic materials, and marketing information. In
India, VEs make most of their sales by organizing
eye camps in local villages. During the eye camp, the
VEs give a standardized eye exam to determine
whether each attendee has presbyopia and, if they
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do, what prescription they need. They then have
the option to purchase the appropriate reading
glasses on-site. VisionSpring’s reading glasses cost
approximately 165 Indian rupees ($3.44).> These
buyers must pay the full amount at the time of
purchase.

Our study explored the differences between
VisionSpring’s customers and a comparison group.
Customers were defined as those who attended a
VisionSpring eye camp, were screened for presby-
opia, were found to have the condition, and who
chose to buy glasses. Our comparison group was
defined as those who attended a VisionSpring eye
camp, were screened for presbyopia, were found to
have the condition, and who chose not to buy
glasses. The final sample included 555 customer and
comparison group members, all earning less than
$3,000 per year and, thus, constituting the ‘BoP
segment’ (Hammond et al., 2007; London et al.,
2010).

Procedures

We employed a rigorous process in developing and
implementing our survey instrument. We designed
an initial survey based on the World Health Organi-
zation’s recommended process (World Health
Organization, 2010), including conducting expert
interviews, followed by pre-testing with the target
population. Our approach allowed us to leverage
expert knowledge and discuss questions, responses,
wording, and instructions with potential respon-
dents. The survey instrument was translated into the
local language, Telugu. Fidelity to the original
English language version was assessed by having
another translator back-translate the Telugu instru-
ment into English and then having the research team
compare the two English versions.

We piloted the survey to test both the quality
of the questions and the process of collecting the
data. Using findings from the pilot, we refined the
survey instrument and data collection process. We
then engaged a third-party organization with sub-
stantial experience in rural India to manage data
collection.® Prior to collecting data, one of the
authors ran a training program in India to familiarize

* We used the conversion rate of 48 Indian rupees to $1, which
was representative of the exchange rate during the time of data
collection.

? Hyderabad-based GH Consulting collected the data in all four
districts. VisionSpring and the research team shared the costs
for implementing this project.
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interviewers with the survey and the data collection
process.

The data were collected using structured inter-
views with a standard survey instrument. The inter-
viewers were responsible for interviewing both those
who elected to purchase glasses and those who did
not. To maintain privacy, interviews took place in the
respondents’ homes. A team leader observed inter-
views, back-checked 10 percent of the data, and veri-
fied that surveys were complete and correct. Data
collection began in September 2008 and ended in
February 2009.

Dependent variable

The dependent variable measured whether an indi-
vidual diagnosed with presbyopia purchased reading
glasses or not. This dichotomized dummy variable
took a value of ‘1’ for individuals who purchased
reading glasses (customers) and ‘0’ for those who
did not (comparison).

Independent variables
Economic, capability, and relationship well-being

Earned income was measured by items drawn from
The World Bank’s Living Standard Measurement
Survey (LSMS) (The World Bank, 1980). This
survey has been used in more than 30 countries.
These questions captured both farm and non-farm
income. Following standard practice in economet-
rics, we used the logarithm of income to better
capture relative changes in income as opposed to
absolute differences in income among potential cus-
tomers (Stock and Watson, 2003).

Capability well-being was captured using the vari-
ables education and gender. To measure education,
respondents reported their level of formal education
based on 11 categories ranging from none to com-
pleted university. To assess gender, we asked respon-
dents “What is your sex?’ This dichotomized dummy
variable took a value of ‘0’ for males and ‘1’ for
females.

Relationship well-being was captured using social
support and household size. The measure of social
support was drawn from the World Health Organi-
zation’s Quality of Life-BREF scale (WHOQOL-
BREF) (World Health Organization, 2004). The
WHOQOL-BREF was rigorously field tested in
more than 37 sites around the world and has been
shown to display good discriminant validity, content
validity, and test-retest reliability. Researchers have
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used these measures in more than 20 countries,
including India, and have found them comparable
across cultures (World Health Organization, 1997).
The question measuring social support asked respon-
dents to report on their satisfaction with personal
relationships using a five-point Likert-type scale
ranging from ‘very dissatisfied (1)’ to ‘very satisfied
(5).” To measure household size, we asked respon-
dents ‘Besides yourself, how many other people live
in your household?’

Strength of the formal institutional environment

To capture the relative strength of the formal
institutional environment, we used a modified
subscale of the globally validated WHOQOL-
BREF instrument. The scale contained six items
related to the respondent’s satisfaction with: (1) the
availability of health care, (2) transportation, and
(3) food, as well as (4) their safety, (5) their physi-
cal environment, and (6) their access to informa-
tion. In each case, the respondent was asked for
his/her personal perception of each institutional
component, as that—rather than absolute levels of
institutional development—is what we believed was
most likely to influence a respondent’s purchasing
decisions.

The respondents evaluated their satisfaction with
the various components of their institutional envi-
ronment using five-point Likert-type scales with
ranges from ‘very dissatisfied (1)’ to ‘very satisfied
(5).” The Cronbach’s o for this scale was 0.6619,
which we believe to be acceptable given that a
measure of the strength of the institutional environ-
ment is likely to be at least somewhat formative
rather than reflective given its multi-faceted nature
(Coltman et al., 2008). In other words, we expect
there to be a number of instances in which some
institutions within a given environment may be more
developed than others.

Control variables

We incorporated four control variables to help rule
out possible confounding explanations. First, we
controlled for whether an individual already had a
pair of reading glasses before attending the eye
camp. Prior ownership of glasses took a value of
‘1’ for individuals who already owned reading
glasses and O for those who did not. Second, we
controlled for vision quality by using the shortened
version of RAND’s Vision Functioning Question-
naire (VFQ) (Mangione etal., 2001; RAND
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Health, 2000). We refined or omitted questions not
directly related to presbyopia, yielding a 23-item
scale. Higher scores indicated fewer vision-related
difficulties. The Cronbach’s ¢ for this measure was
0.936. Third, we controlled for marital status.
Whether a respondent had a spouse could possibly
be related to his/her purchasing decision; individu-
als without a spouse may have more control over
household decisions (The World Bank, 2011b).
This dichotomized dummy variable took a value of
‘I’ for individuals who were married and ‘0’ for
those who were not. Finally, we controlled for
access to microcredit. Microcredit loans are one of
the main avenues for providing BoP consumers
with access to financial resources (Collins et al.,
2009). This dichotomized dummy variable took on
a value of ‘I’ for individuals who had received a
microcredit loan in the past year and ‘0’ for those
who had not.

Logistic regression model

We employed logistic regression to examine the rela-
tionship between our independent and moderating
variables of interest and whether individuals elected
to purchase or not purchase glasses. We report
our findings in terms of odds ratios, which are
exponentiated coefficients from a logistic regression
model. Odds ratios of less than 1.0 indicate that
increases in a particular independent variable were
associated with decreased odds of the outcome of
interest. Odds ratios greater than 1.0 indicate that
increases in a particular variable were associated
with increases in the odds of the outcome of
interest.

We report two models in this manuscript. The first
model consists of main effects only. In the second
model, we report on a model that includes our
measure of the strength of the formal institutional
environment, as well as interactions of the strength
of the formal institutional environment with income,
education, gender, social support, and household
size.

RESULTS

There were 275 individuals who chose to purchase
glasses and 280 who chose not to. Table 1 presents
descriptive statistics and the correlation matrix. The
sample was almost evenly split between males and
females. Mean monthly income was 1,480.84 rupees
or $1.02 /day.
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0.02

0.12%

0.11

-0.02

5
15
30

0.95
1.89
3.58

3.86
3.52

20.26

9 Social support
10 Household size

1.00
—-0.04

0.00 0.15*

0.12

0.05
0.06

0.41* 1.00

0.07

0.03*

0.09%*

10

Strength of formal institutional

11

environment

*p < 0.05.

Evaluation of hypotheses

Analysis of the correlation matrix suggested no vari-
ables that were so highly correlated to raise concerns
about multicollinearity (Ender, 2010). Multivariate
results from the logistic regression are provided in
Table 2. We first report results from Model 1. Of the
control variables, the coefficient for prior ownership
of reading glasses was significant (p < 0.05) and less
than one. This suggests that owners of reading
glasses were less likely to become customers than
those who did not have glasses. The coefficient for
marital status was not significant. The coefficient for
access to microcredit was marginally significant
(p <0.10) and was greater than one. This indicates
that individuals with prior access to microcredit were
more likely to become customers than those who did
not access microcredit in the past year. The coeffi-
cient for vision quality was not statistically signifi-
cant in Model 1, indicating that this measure did not
predict the purchase of glasses in this sample, all of
whom had been diagnosed with presbyopia.

Examining the effect of economic well-being on
likelihood of purchase indicates that the coefficient
for income was not statistically significant. Thus, H1
was not empirically supported. In terms of capability
well-being, the coefficient for education was not sig-
nificant. Thus, H2a was not supported. The coeffi-
cient for gender was strongly significant (p < 0.01)
and less than one. This indicates that women were
less likely than men to become customers. Thus,
H2b was supported. Examining the main effects of
relationship well-being on likelihood of purchase
shows that the coefficients for social support and
household size were not significant. As such, H3a
and H3b did not receive empirical support.

With regard to the institutional environment
hypotheses, we estimated Model 2 in which we
included interactions of our measure of the strength
of the formal institutional environment with dimen-
sions of economic, capability, and relationship well-
being. The interaction of income with the strength of
institutional environment was statistically significant
(p <0.01) and less than one. Thus H4 was supported.
The interactions of education and gender with the
strength of the formal institutional environment were
not statistically significant; thus, H5a and H5b did
not receive empirical support. However, the interac-
tions of social support and household size with the
strength of the formal institutional environment were
marginally significant (p <0.10) and greater than
one. Thus, H6a and H6b were supported.

Strat. Entrepreneurship J., 8: 37-55 (2014)
DOI: 10.1002/sej



Connecting Poverty to Purchase 49

Table 2. Results of logistic regression model for the
likelihood of becoming a customer

Variable Model 1 Model 2
Prior ownership of glasses 0.660%* 0.607**
Marital status 0.873 0.895
Access to microcredit 1.457° 1.5137
Vision quality 1.005 0.0117
Earned income (in 10,000 1.017 1.568%**
rupees, logged)
Education 1.058 0.740
Gender 0.570* 0.517
Social support 0.974 0.360%*
Household size 1.048 0.638
Strength of formal 0.872
institutional environment
Strength of formal 0.979*
institutional environment
* Earned income
Strength of formal 1.017
institutional environment
* Education
Strength of formal 1.000
institutional environment
* Gender
Strength of formal 1.049°
institutional environment
* Social support
Strength of formal 1.026"
institutional environment
* Household size
Constant 0.820 10.734
Log likelihood -375.184 -363.939
Chi-squared 18.980 41.471
N 555 555
p < 0.10.
*p < 0.05.
#p < 0.01.
wikp < 0,001,

However, Hoetker (2007) and Wiersema and
Bowen (2009) urge caution in interpreting interac-
tion results with logit models without a deeper
understanding of the specific range for which the
interaction effects are significant. Therefore, we ran
a subsequent analysis using the technique recom-
mend by Ai and Norton (2003) to determine the
marginal effects of the significant interactions, and
we graphed our results to illustrate the findings*. The
z-statistic plots have three horizontal lines (lines at

* We also developed plots for the terms that were not statisti-
cally significant. These plots confirmed the lack of statistical
significance and, thus, were not included in the article.
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z =1.645, 0, and -1.645). Results are not statistically
significant between the top and bottom horizontal
lines, but they are statistically significant at the
p <0.10 level when above the top or below the
bottom lines.

The interaction effect plot in Figure 2a illustrates
an overall negative interaction effect in support of our
logistic regression results (i.e., the curves are primar-
ily below zero). The z-statistic plot in Figure 2b sug-
gests that the interaction effect of the strength of the
institutional environment is significant across much
of the distribution of purchase probability, although
the interaction findings are somewhat more mixed at
high ranges. The interaction plot in Figure 3a demon-
strates a mostly positive interaction effect between
social support and strength of the institutional envi-
ronment, again supporting our logistic regression

Interaction effects after logit
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Figure 2a. Graph of interaction effects: earned income
and strength of formal institutional environment

Z-statistics of interaction effects after logit

Z-statistic

0.4 06

Predicted probability thaty = 1

Figure 2b. Graph of z-statistics: earned income and
strength of formal institutional environment
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Interaction effects after logit
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Figure 3a. Graph of interaction effects: social support
and strength of formal institutional environment

Z-statistics of interaction effects after logit
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Predicted probability that y = 1

Figure 3b. Graph of z-statistics: social support and
strength of formal institutional environment

results. Interestingly, the z-statistic plot in Figure 3b
suggests that the interaction achieves significance
only for observations at moderate ranges of the prob-
ability of purchasing glasses, but is nonsignificant for
very low and very high levels of purchase probability.
The interaction of household size and strength of the
institutional environment is also positive (Figure 4a),
supporting our regression results, and again achieves
statistical significance only for observations at
middle values of probability of purchase (Figure 4b).

These more fine-grained interaction results
suggest that the negative interaction of stronger
formal institutional environments with income
affects the likelihood of purchase across a diverse set
of purchase probability values. Comparatively, the
positive interaction effects of stronger formal insti-
tutional environments with social support and with

Copyright © 2014 Strategic Management Society

household size affect the likelihood of purchase pri-
marily at moderate levels. In other words, while
having a stronger institutional environment substi-
tutes for income in most cases, a different pattern
holds true for social support and household size. In
these cases, when a BoP consumer’s probability of
purchase is extremely high or extremely low, the
strength of the institutional environment may be
largely irrelevant to the decisions of whether or not
to purchase glasses. Thus, while our subsequent
analysis confirms that the strength of the formal
institutional environment has a statistically signifi-
cant moderating effect on income, social support,
and household size, the range of values for which the
interaction is significant depends on the independent
variable.
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Figure 4a. Graph of interaction effects: household size
and strength of formal institutional environment
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Figure 4b. Graph of z-statistics: household size and
strength of formal institutional environment
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DISCUSSION

In this study, we sought to gain a richer understand-
ing of the influence of pecuniary and associated
norm-related dimensions of poverty on the likeli-
hood of purchase in informal markets, an area rec-
ognized as one of the next frontiers in management
research (Bruton, 2010; London, 2009). The results
of our study suggest that while multiple dimensions
of poverty can be particularly salient in purchas-
ing decisions within the informal economy, their
salience is largely contingent upon the strength of
the formal institutional environment. With the
exception of the gender variable, none of our main
effect hypotheses involving economic, capability,
and relationship well-being proved significant. Only
when we accounted for the variance within a poten-
tial consumer’s formal institutional environment did
such factors prove to be highly relevant to the pur-
chase decision.

Furthermore, our interaction results suggest that
the interplay between individual-level poverty
dimensions and environmental-level institutional
factors on the purchase decisions of BoP consumers
is fairly complex in informal markets. While stron-
ger formal institutional environments resulted in a
decreased likelihood of purchase as income
increased, it resulted in an increased likelihood of
purchase as social support and household size
increased. In the case of gender, stronger formal
institutional environments seem to have little effect
on likelihood of purchase, perhaps given the deep
entrenchment of gender roles within existing culture.
Such findings stress the importance of taking a mul-
tidimensional view of poverty, as well as incorporat-
ing variation in the formal institutional environment
in entrepreneurship, strategy, and marketing research
involving informal markets.

It is worth noting that while higher levels of social
support increased the likelihood of purchase within
stronger formal institutional environments, our inter-
action graphs suggest the opposite is true in the case
of weaker formal institutional environments. Thus,
much like our logic that larger household sizes
within weaker formal institutional environments will
serve to primarily reinforce preexisting norms and
traditions rather than break them, so too will higher
levels of social support. It is possible that this occurs
because within weak formal institutional environ-
ments, poor transportation and communication infra-
structure mean an individual’s network contacts are
primarily at a local level. Thus, for both measures of
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relationship well-being, the result may be a similar
homophily effect in which more people primarily
represent more voices to reinforce existing tradition.
Our study makes a number of empirical, theoreti-
cal, and practical contributions. In terms of empirical
contribution, our study responds to the call to collect
primary data from the BoP segment and the lack of
empirical research on entrepreneurship within infor-
mal markets (Godfrey, 2011; Walsh et al., 2005).
Data collection in this context is quite challenging
and, to our knowledge, this is the first large-scale,
quantitative evaluation of potential BoP enterprise
customers (Kolk et al., forthcoming). Our hope is
that other scholars focused on informal markets will
continue to push the empirical boundaries in ways
that allow us, as academics, to be more quantitatively
rigorous in our analyses of the BoP segment.
Theoretically, our work contributes to the burgeon-
ing literature on informal markets in multiple ways.
At a fundamental level, the use of the multidimen-
sional BoP Impact Assessment Framework shows
that economic factors are not the sole or even primary
drivers influencing consumer behavior within infor-
mal markets (London, 2009). As our study shows, an
individual’s capability and relationship well-being
can also significantly influence the likelihood of pur-
chase in informal markets. Conceptually, it is impera-
tive that future researchers not oversimplify the
poverty-related drivers of consumer behavior within
these markets (Viswanathan et al., 2012).
Furthermore, our results support and extend
prior findings on how consumer behavior within
informal markets is significantly affected by societal
norms. Confirming prior research, we find that infor-
mal norms such as gender can have a main effect
on the likelihood of purchase (Viswanathan, 2011;
Viswanathan et al., 2010). Despite research indicat-
ing that women are more likely to have presbyopia
(Nirmalan et al., 2006), our results indicate that
males were far more likely to be customers. How-
ever, our interaction results, specifically in regard to
social support and household size, suggest that the
salience of such norms to purchase decisions within
informal markets varies with the strength of formal
institutions, which also affect likelihood of purchase.
Thus, while certain norms such as gender may be
largely impervious to changes within the institu-
tional environment, others are much more signifi-
cantly impacted by such changes.
Our findings also suggest that variance in the
strength of formal institutions between different
BoP environments can have important implications
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for future research on predictive models of consu-
mer behavior (Dawar and Chattopadhyay, 2002;
Viswanathan and Rosa, 2007). Specifically, our find-
ings suggest that stronger formal institutional envi-
ronments can both substitute for and complement
certain individual- and network-level characteristics.
While, as much work on institutional theory would
predict (North, 1990), our findings suggest that
stronger formal institutions can serve to substitute
for certain factors (i.e., income), they can also act as
a complement to other factors (i.e., social support,
household size).

Our findings also highlight how research on infor-
mal markets can contribute to our understanding of
the informal economy. By focusing on informality
from a consumer transaction standpoint, our work
highlights how formal institutions coexist with
norms, values, and traditions to jointly influence pur-
chasing. Similarly, we would argue that even for
businesses that make a conscious decision to operate
illegally within the informal economy, their behavior
is mutually influenced by both informal norms as
well as formal institutions. While such businesses
may act outside of the boundaries of legal and other
formal government institutions, their decisions and
their ultimate success is nevertheless in part influ-
enced by the quality of public infrastructure, educa-
tion systems, and other formal institutions. Thus,
further work exploring the antecedents and out-
comes of businesses operating within the informal
economy may glean additional insights by account-
ing for such confluence in their theoretical and
empirical models.

Future entrepreneurship and strategy research can
also incorporate the theoretical implications of our
findings. Scholars studying opportunity recognition
and exploitation may want to explore how entrepre-
neurs account for the norms that are especially
salient in informal markets, as well as respond to the
substitutive and complementary effects of the formal
institutional environment (Webb efal., 2009Db).
Strategy researchers interested in understanding the
specific capabilities firms should build within infor-
mal markets may want to pay greater attention to the
importance of understanding the strength of the
formal institutional environment as it relates to pur-
chasing decisions and how firms can build capabili-
ties to understand and respond to variations in the
local institutional context (London and Hart, 2011;
London and Hart, 2004).

We hope our study also contributes to practitio-
ners who are eager for guidance on how to navigate

Copyright © 2014 Strategic Management Society

this new frontier. By offering a more holistic frame-
work for understanding the influence of poverty on
purchasing decisions, these entrepreneurs now have
a tool to identify which financial and norm-based
aspects of poverty are most relevant to the popula-
tion they are seeking to target. This becomes particu-
larly relevant for BoP enterprises seeking to scale
across multiple informal markets with varying
degrees of institutional strength.

Like any study, ours has some limitations. Our
sample may suffer from some selection bias with
regard to who attended the eye camp. Future research-
ers may want to collect a probability sample to
better ensure representativeness. Furthermore, while
VisionSpring’s approach to micro-franchising mini-
mizes the entrepreneur-specific differences, future
studies could explore how entrepreneurs’ character-
istics or activities influence their success. Research-
ers may also want to conduct similar studies using
different products. Eyeglasses, while relatively inex-
pensive, are not a fast-moving consumer good. Cul-
tural norms and traditions influencing purchasing
decisions may be different for products that consum-
ers buy on a more regular basis.

CONCLUSION

As Godfrey (2011: 252) indicates, ‘Prahalad’s
(2005) call to focus on the bottom of the economic
pyramid necessarily means understanding how the
informal economy works.” In the past, the main
defining feature of the BoP was income level. As our
study shows, income is but one factor influencing the
likelihood of purchase. Norms also influence pur-
chasing behavior in informal markets. Furthermore,
the strength of the formal institutional environment
can moderate the relative influence of income,
norms, and other poverty-related effects. We hope
future research benefits from an improved under-
standing of informal markets and results in more
novel theoretical and practical approaches to study-
ing the intersection of poverty and business.
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