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We employ the nuanced dimensions of social capital as a theoretical lens to explain how the subsistence entrepreneur-consumer dyad
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ExTEndEd AbsTrACT
Consumer research has significant potential for contributing 

unique insights into the human experience of poverty and mechanisms 
for poverty alleviation (Chakravarthi, 2006). Reaching this potential, 
however, will require CB research to explore some of the distinct and 
unique consumption experiences that occur in the lives of the poor. 
One such phenomenon is the duality of consuming and engaging in en-
trepreneurial activity, both with the goal of survival. The consumption-
entrepreneurship interface is inadequately explored in the consumer 
literature, especially in contexts of poverty. Entrepreneurship involves 
the detailed study of the sources and exploitation of entrepreneurial 
opportunities and the set of individuals who discover, evaluate, and 
exploit them (Shane and Venkataraman, 2000). Despite the burgeoning 
body of research in entrepreneurship, the study of entrepreneurial ac-
tion in poverty contexts has received limited attention.  Consequently, 
little is known theoretically regarding the entrepreneurial process in 
these contexts (Webb et al., 2009). In this article, we attempt to fill 
this gap by focusing on subsistence entrepreneurs, also referred to as 
subsistence consumer-merchants, who operate within the informal 
economy (Viswanathan et al., 2010). Subsistence entrepreneurs are 
those who a) live in poverty themselves, b) are embedded within the 
social milieu of their customers and c) engage in entrepreneurial action 
with the goal of economic survival (Viswanathan et al., 2010). Past lit-
erature brings to light the duality of roles of subsistence entrepreneurs. 
Viswanathan and colleagues (2010) maintain that, in subsistence con-
texts, the consumer and entrepreneur roles are two sides of the same 
coin. Further, the subsistence entrepreneur is seen as being a hub of an 
interdependent and self-sustaining system of relationships with ven-
dors, consumers and family members (Viswanathan et al., 2010). We 
draw from this systemic view of the subsistence entrepreneur’s rela-
tional ecosystem and focus specifically on the entrepreneur-consumer 
dyad. We employ a nuanced view of social capital, namely, structural, 
relational and cognitive social capital as a theoretical lens. We use this 
theoretical lens to explain the mechanisms thorough which the subsis-
tence entrepreneur-consumer dyad harnesses different dimensions of 
social capital to overcome constraints and uncertainty and co-create 
unique value in contexts of poverty. 

Figure 1: Model

Our field research was conducted in Chennai, South India. We 
conducted 11 in-depth interviews, beginning with informant’s life 
circumstances and then focusing on consumer and entrepreneurial 
activities (see Moustakas, 1994). Interviews were analyzed in accor-
dance with guidelines for constructing grounded theory (Goulding, 
1998). 

Life in poverty is marked by constraints and uncertainty at mul-
tiple levels. As reviewed, individual-level constraints include low 
literacy and low income. Community level constraints include such 
factors as limits to interactions and opportunities across gender lines 
or social hierarchies, the lack of recourse in the face of exploitation 
by more powerful community members. Further, subsistence indi-
viduals face larger environmental-level constraints relating to physi-
cal infrastructure, institutional mechanisms, and labor and capital 
markets (Khanna and Palepu, 2005). Constraints at multiple levels 
contribute to a mix of uncertainties that leave individuals vulnerable. 
In the face of poverty and limited survival prospects, entrepreneurial 
action is seen as the primary source of earning income, thereby man-
aging uncertainty and ensuring immediate survival. 

Despite extreme constraints, subsistence entrepreneurs survive 
and overcome daunting challenges and possess both strengths and 
vulnerabilities to navigate these trying environments. Entrepre-
neurs are “experts” at survival but, at the same time, they are also 
constrained at individual and marketplace levels. Learning about 
the marketplace stems from face-to-face interactions between buy-
ers and sellers. Sharing adversity and empathizing with each other 
leads to greater understanding of the two roles. Interestingly, these 
relationships with consumers help entrepreneurs learn about and 
navigate the marketplace. In the following section, we highlight how 
the entrepreneur-consumer dyad harnesses cognitive, relational and 
structural social capital to co-create mutual value.

The cognitive dimension, i.e. shared life circumstances and 
common life goals, forms the platform for the development of social 
capital. Both the entrepreneurs and their customers live in poverty 
and hence the level of empathy for one another’s life circumstances 
is inordinately high (Viswanathan et al., 2009). Subsistence entrepre-
neurs share adversity with their customers and they tend to identify 
with each other being members of the same group, as noted in litera-
ture in other contexts (Tajfel, 1982). They tend to possess a shared 
narrative of living and subsisting in poverty which enables them to 
comprehend, process, and exchange rich sets of deeper meanings 
that literature in other contexts has highlighted (Nisbet, 1969). Both 
entrepreneurs and their customers perceive themselves to be part of 
a larger community and hence are both bound by community-level 
expectations, norms, and obligations to help each other in times of 
need. 

Owing to the nature of, and the frequency, of interactions be-
tween the entrepreneurs and the customers, trust is developed which, 
in turn, leads to commitment to each other (Morgan and Hunt, 1992) 
and enduring relationships. Trust becomes the mechanism by which 
entrepreneurs and their customers become open and willing to share 
information, co-operate, and invest in each other. Trust is a by-prod-
uct of the interactional environment that has been characterized as 
having enduring relationships and being empathetic (Viswanathan et 
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al., 2011). Relational social capital emphasizes the primary purpose 
of subsistence entrepreneurship, i.e. to survive at a basic human level 
and to help “similar” others. Over time, the history of repeated fruit-
ful interactions begets more trust and renewed commitment thereby 
leading to enhanced levels of social capital. 

Subsistence entrepreneurs live in close proximity with their 
customers and their lives are interdependent. Interdependence marks 
social ties between entrepreneurs and their customers and reflects 
structural social capital referred to as the “impersonal configuration 
of linkages between people” (Nahapiet and Ghoshal, 1998; p244). 
As physical proximity is positively related to greater interpersonal 
communications (Ganesan et al., 2005), by virtue of being in the 
same community, subsistence entrepreneurs and their customers 
can engage in frequent face-to-face communications. Information 
benefits occur to these subsistence entrepreneurs in all three forms 
of access, timing, and referrals (Burt, 1992). Apart from the access 
and timing benefits that arise of these embedded social connections, 
these rich relationships also provide referral opportunities to other 
customers within the same community. 
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