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Current Debates on Inclusive Business Models 
                                                                             

Since its conceptual development in the mid 2000s, inclusive business activity has increasingly been 
proposed by development agencies, businesses, academics and NGOs as central to addressing 
development needs. Inclusive businesses, supporting the poor through core and profitable business 
operations, are seen as requiring little or no public funding, sustainable in the long-term and often with 
the potential to reach a scale beyond most direct development interventions (Wach, 2012). However, 
critics have highlighted concerns such as whether all the impacts on the poor are positive and if indeed 
the poorest are even reached. Practitioners have noted that, despite the hype, few inclusive business 
models have gone beyond the pilot stage and reached scale. This Note explores these debates in more 
detail, and points to further reading and key resources on the topic. Any comments or additions would 
be welcome. 
 

>> 1. What is an inclusive business? 
Inclusive business broadly refers to businesses benefiting poor 
people in developing countries through core operations on 
commercial terms (Ashley, 2009). However there are different 
propositions on how the poor can benefit. Prahalad and Hart 
(2002) introduced the bottom of the pyramid (BoP) concept to 
highlight the market opportunities offered by the large 
number of people on low incomes. However Baumüller et al 
(2013) find that this approach has focused on the poor as 
consumers. The concept of inclusive business is now generally 
taken to refer to businesses engaging the poor along the entire 
supply chain: as clients and customers, but also on the supply 
side as employees, producers, and business owners (UNDP, 2008). Others have highlighted further 
possible impact channels. Endeva (2010), for instance, stress that inclusive business models should also 
have positive environmental impact, though Kramer and Herrndorf (2012) note the tensions between 
inclusive business models and environmental impact, such as increased waste due to selling products in 
small packages. Baumüller et al (2013) contrast profit-focused approaches with social enterprises which, 
though they can be for-profit, primarily aim to bring about social impact. 
 
The Business Innovation Facility (BIF) (2010) states that while nearly any business “can help a country 
develop, whether through taxes, employment, market expansion, or technology transfer”, inclusive 
business “goes further”. However, as Wach (2012) highlights, in practice differentiating between 
inclusive and regular businesses can be challenging. For instance, do businesses have to reach a certain 
number of poor people to be considered inclusive and is this in absolute terms or a proportion of those 
reached? Further questions exist such as who defines if an activity benefits the poor, while it is unclear if 
analysts believe inclusive businesses exist, or if the concept instead is just an aspirational business 
model. An attempt to address such issues is made by Rogerson et al (2013), who focus on social 
enterprises with target groups over 1,000 people that contain at least the same share of poor people as 
the surrounding region and improve product access or incomes for the poor by at least one-third as 
compared with alternative products or income sources. 
 

>> 2. Should businesses look for customers at the Base of the Pyramid? 
Those in favour of selling at the BoP propose that it offers mutual benefits for businesses and the poor. 
They argue that for businesses, though individuals have limited purchasing power, the large number of 
poor people means that BoP markets are substantial. Prahalad (2005), for instance, focusing on those 
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with annual incomes below $1,500, values the global market of over 4 billion people at $13 trillion 
annually, while Hammond et al (2007), with a $3,000 income line, value it at $5 trillion. The poor also 
have a need for new products and services. Hammond et al (2007) argue that people at the BoP have 
significant unmet needs, including financial access, electricity, and health services. Prahalad (2005) notes 
that those at the BoP are often subject to a ‘poverty penalty’ where they pay higher prices for similar 
goods to richer consumers due to local monopolies, poor distribution networks and strong traditional 
intermediaries;  a more active private sector selling to them is thus called for. 
 
However Karnari (2009) argues that the market size has been overestimated. He states that the $3,000 
poverty line used by Hammond et al (2007) is above those commonly used, and calculates a market size 
of $1.2 trillion with a $1,000 line. He also argues that some of the business examples that support the 
BoP proposition involve companies which are profitable as they sell to the middle class. Jenkins et al 
(2011) similarly find that successful business models tend to take a ‘whole pyramid’ approach, where 
the poor are segments within a broader overall market. It is also argued that some products sold at the 
BoP are more beneficial to the poor than others, while some are not beneficial. Ashley (2009), for 
instance, states that that just selling to the poor does not qualify as inclusive, distinguishing between 
selling a nutritionally enhanced yoghurt and beauty products containing bleach. Prahalad (2005) notes 
that the poor are value conscious consumers by necessity, and Roesler et al (2013) that further choice is 
valuable in itself. However Karnari argues (2009) that the poor can make choices not in their own 
interest. A stronger criticism is that the poor are often in more challenging consumer environments. 
Wach (2012) highlights that often the poor aren’t informed of product risks and benefits, while Karnari 
(2009) notes that in developing countries there are less restraints on potentially harmful company 
activity, such as sin taxes and advertisement restrictions on sales of alcohol. 
  

>> 3. What employment do inclusive business models offer? 

Advocates for inclusive business models argue that they provide significant employment for the poor, 
which again is mutually beneficial. UNDP (2008) notes that for businesses, the poor are both a large and 
cheap source of direct labour, while their incorporation into business value chains - for instance as 
producers, distributors and retailers -  helps firms expand supply and reduce costs. Firms targeting poor 
consumers can gain from their local connections and knowledge on customer segment preferences. For 
the poor, inclusive business models can increase incomes not only through new economic opportunities, 
but also through increased productivity due to capacity building among employees, producers and 
business owners and increased access to business inputs. Kubzanksy (2013) highlights contract farming 
examples of organisations in Kenya, India and Zimbabwe each working with over 70,000 smallholder 
farmers and contributing to substantial income increases. In Colombia, SAB Miller has increased the 
capacity of its distributors by supporting over 10,000 shopkeepers to receive microcredit since 2009 
(Jenkins et al, 2014). 
 
There are, however, concerns over job quality.  Care international (2014) highlights both the need for 
living wages in supply chains and health and safety issues, while Golding (in GIZ, 2013) notes that jobs 
are usually temporary, associated with marginal social benefits, and have limited emphasis on career 
development. The quality of jobs can vary significantly across value chains. Oxfam America et al (2011) 
finds, for instance, that the Coca-Cola/ SABMiller value chain supports thousands of jobs in El Salvador 
and Zambia. However while those in the formal sector have relatively good stability, pay and benefits, 
informal sector jobs often offer low wages, no benefits and are seasonal. They note, though, that these 
roles provide important opportunities as there are limited formal jobs available. 
 

>> 4. Do inclusive business models benefit the poorest of the poor and marginalized groups? 

It is generally argued that the direct reach of inclusive business models to the very poorest is limited. 
Baumüller et al (2013) note that though social enterprises may focus more on the poorest, inclusive 
businesses tend to target producers and consumers above absolute poverty lines with daily incomes of 
$3–4, who possess capital and assets but have limited market access. BIF (2013) finds that while some 
firms in its portfolio, particularly those sourcing from traditional farmers, are reaching the poorest 
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billion, the typical beneficiary is in the ‘next billion up’.  Less research has looked at reach to 
marginalized groups, but it seems likely that this would depend on specific business cases. While some 
businesses are active here, for instance as highlighted by the 2013 ESCAP-Sasakawa Award for 
Disability-Inclusive Business in Asia and the Pacific, BIF (2013) notes that there are few especially 
vulnerable beneficiaries in its portfolio. Interest has been higher in impacts on women, as part of a 
wider literature on women and market development viewable here. 
 
The debate has been more contested on indirect impacts on the poorest, with studies highlighting both 
positive and negative indirect channels. Kapstein (2008), for instance, highlights the indirect economic 
effect of induced employment of Unilever South Africa’s operations, as both its workers, and workers of 
its suppliers, spend locally, thus creating further jobs. Endeva (2010) notes an indirect policy effect that 
business creating opportunities for the marginally less poor allows development support to focus on the 
extreme poor. However other have criticised firms for negative impacts. Oxfam’s Behind the Brand 
campaign, for instance, also covers further concerns such as greenhouse gas emissions, community 
consent to land investments and transparency.  A wider debate has focused on taxes paid. Though 
Oxfam America et al (2011) find that from 2006 – 2010, SAB Miller paid over $50 million in tax in both El 
Salvador and Zambia, ActionAid (2012) highlights how the firm avoided paying £20 million in tax 
annually in southern Africa and India and that most reported tax paid is consumer-borne excise duties. 
Torres-Rahman (2012) argues, though, that an over focus on tax obscures wider positive business 
impacts, while UNDP (2012) notes that specific tax benefits can encourage prospective inclusive 
businesses investment.  
 

>> 5. Can the effects of inclusive business models on the poor be measured?  
A number of frameworks have been developed in 
order to measure inclusive business models. Wach 
(2012) provides an overview of six of these, including 
BCtA’s Results Reporting Framework and the INSEAD 
Economic Footprint. WBCSD (2013) has published a 
guide for businesses in measuring socio-economic 
impact, which outlines ten tools, including Base of 
the Pyramid Impact Assessment Framework and 
IGD’s Impact Measurement Framework. However 
measuring impact on the poor raises significant 
challenges. For instance, firstly, it is not always clear 
what to measure. Measuring every potential impact 

on the poor is unfeasible. As such, the GRI (2013) recommends a 
principle of materiality, where firms focus reporting on their 

significant economic, environmental and social impacts. Wach (2012) suggests thinking through the 
business model’s causal chain to identify appropriate indicators, similarly recommended by the DCED 
Standard for results measurement. Secondly, measurement is often technically very difficult. Wach 
(2012) notes that inclusive businesses are generally large-scale with widely dispersed impacts. 
Measuring the impacts of suppliers or in remote areas raise further challenges. In addition, Baumüller et 
al (2013) highlight a challenge of reducing social value, positive and negative, into a single or 
quantifiable measure. Thirdly, though businesses may have some relevant data from general 
operations, except for social enterprises, they often lack incentives to measure their development 
impact. Indeed Simanis and Milstein (2012) argue against measuring this as businesses should focus on 
internal business performance. DCED (2013) guidance for challenge funds highlights how agencies can 
support the collection of development impact data, while firms focus on indicators they would anyway 
collect.  
 
One way highlighted to help evaluate inclusivity is to compare the impacts of different businesses 
(Wach, 2012). However Baumüller et al (2013) state that there is no unified and generally accepted 
method for measuring social value creation, necessary for comparative assessments of business 
effectiveness in poverty reduction. Some attempts at comparison, though, have been made. Recent 
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approaches include the G20 Challenge on Inclusive Businesses and Oxfam’s Behind the Brand Campaign. 
The former involved the selection of 15 winning businesses based on five criteria: innovation, 
development results, potential for growth, financial sustainability, and environmental and social 
sustainability. The latter assesses agricultural sourcing by the 10 largest food and beverage companies 
in regards to seven criteria, such as treatment of workers in the supply chain. A total score is given to 
each company, which are then ranked. 
 

>> 6. What challenges do inclusive business models face? 

Different analyses emphasise different challenges for inclusive business models. Kubzanksy (2013) states 
that getting the business model right is the biggest factor in scaling-up inclusive businesses. Jenkins et al 
(2010) outline five core business model: extending reach through distribution networks, facilitating 
financial access for suppliers and consumers, increasing demand by changing mindsets, designing 
relevant products and services, and developing the right pricing and payments policies: further guidance 
resources are available here. WBCSD (2013) highlights three internal organisational barriers to scaling-
up: the potentially high opportunity cost of further investment as regular business investments have 
higher and more dependable rates of returns; inclusive business models can be too different from the 
existing business model to allow leveraging of existing operations; and, for similar reasons, company 
capabilities and experience may be insufficient.  
 
However others have focused on different types of 
obstacles. For instance, the Development Working 
Group of the G20 (2013) notes four broad policy 
constraints: limited target market information; missing 
or burdensome regulations, while market informality 
can make it difficult to establish formal business 
relationships; incomplete public structures and capacity 
such as transportation systems, energy grids or health 
care services; and limited financial resources and access 
to further finance, both to fund company growth and 
allow low-income groups to actively participate in 
markets. IFC (2012) further stresses the problem of 
financial access. In a survey for the G20 challenge, 90% of applicant businesses reported it as a major 
obstacle, and over a third considered it the biggest obstacle. Key issues include lenders lacking 
information on borrower creditworthiness, lenders considering inclusive businesses riskier, and 
businesses cases not being viewed as strong enough to qualify for commercial financing. 
 

>> 7. How can development agencies support inclusive business models? 

Development agencies support inclusive business models in a number of ways. Tewes-Gradl et al (2013) 
highlight how agencies can encourage firms to invest in low-income markets through challenge funds 
and partnerships, which can involve the provision of funding to firms, technical expertise and further 
support. Kubzanksy (2013) highlights two strategies: to support new business models to prove out the 
model, and underwrite fixed costs for proven models that can’t be recovered through business 
operations or given price-affordability needs. The DCED has mapped agency partnership schemes, 
published a review of agency partnerships (2013) and collated further resources; while BIF and 
Innovations Against Poverty have developed a database of organisations offering support for inclusive 
businesses. However CSR Europe (2013) finds that for at least European donors, few partnerships focus 
on inclusive business models.  
 
Others have focused on how agencies can help make markets more supportive of inclusive business 
models, by, in addition to partnerships, building up market knowledge and infrastructure. Bannick and 
Goldman (2012), for instance, suggest that agencies can support a shift in impact investing away from 
scaling up individual firms to entire sectors through increased support for market innovators and 
infrastructure. Agencies have an important role in developing and sharing information. Awards like the 
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G20 Challenge on Inclusive Business Innovation support peer learning on effective business models and 
raise wider awareness. Agencies can also support the development of data and research for business on 
the potential of low-income markets. Gradl and Jenkins (2011) note the concern for inclusive business 
ecosystems is evident in other agency market development approaches; more information on such 
approaches is available here. 
 
The Development Working Group of the G20 (2013) highlights ways for agencies to assist partner 
governments develop supportive business environments through the provision of financial and 
technical support for the implementation of inclusive business policies. For instance, they can help 
support capacity in public structures such as certification, credit rating, or research facilities. Tewes-
Gradl et al (2013) also note how agencies can reduce the constraint of informality, through, for instance, 
advising governments on lowering formalisation barriers or relaxing regulatory requirements for 
business in informal settings. The Development Working Group of the G20 (2013) highlights, though, 
that agencies could valuably support needed research on which regulatory policies are more effective. 
 
Click on the link below for the DCED’s Inclusive Business Knowledge Page, with a range of useful 
resources on the theme:  
http://www.enterprise-development.org/page/inclusive-business 
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