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SUMMARY

The purpose of this thesis is to understand the phenomenon of digital service innovation in the
context of emerging markets — environments which are characterized by severe constraints. So
far, literature on constraint-based innovation in emerging markets is primarily concerned with
innovations related to new tangible products that are low-priced, yet of good quality to create
value for the low-income customers. As a result, little is known about the innovation processes
that are inherent in the development and implementation of new services in constrained

environments.

To address this severe research gap, this thesis integrates insights from existing innovation
literature on emerging markets and literature on service innovation, which so far, is
predominantly conducted in the developed market context. More specifically, this study adopts
the service-dominant logic to shed light on the service innovation activities and practices local
innovators performed to develop and implement new services. Departing from this view, the
focus is on specialized competences, such as knowledge and skills (intangible resources) that
are applied through activities, practices, processes and performances to create beneficial value

for the local user.

Based on the examination of six digital service innovations in the transportation sector in three
sub-Saharan African economies (Kenya, Nigeria and Rwanda), this study identifies various
activities and practices performed to develop and implement new digital services. This thesis
suggests six service innovation practices, organized in two main practice categories that were
foundational for creating value in constrained environments. These two overarching practices
comprised platform-based and integrational practices, which are labeled as “leveraging digital
platform capabilities” and “integrating into socio-cultural context”. Furthermore, analyzing the
interplay between the complexity of constraints, practices and value creation has unveiled a

specific innovation capability, denoted as designing for multidimensional value.

Overall, this thesis makes three key theoretical contributions on the debate on innovation
practices and capabilities relevant for emerging markets. First, this study provides a refined
understanding of contextual constraints pertinent in emerging markets, by elucidating the low
level of trust as a major obstacle for building effective service exchange relationships. More
specifically, the study suggests the explicit incorporation of trust into the theorization of digital
service innovation in institutionally deficient environments due to its capacity to intermediate

transactions. Second, the foundational role of digital platforms is highlighted. Platforms were
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found to be important generative instruments in resource-constrained environments, as they
drive resource accumulation and resource generation. Furthermore, digital platforms were
helpful to provide structure and organization for service exchange processes among a variety
of actors. Third, in view of the complexity of problems and the unpredictability of the local
business environment, this thesis highlights the role of a design-centered approach to service
development. More specifically, the capability of designing for multidimensional value is
considered a vital competence to create valuable solutions for the emerging market context and
to address wicked problems. In sum, this thesis concludes that digital service innovation
provides tremendous potential for young emerging market economies but needs to be developed
and implemented in congruency to the resources, institutions, trust levels and capacities of the

local users and the social system.
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PREFACE

This thesis departs from the intersection of two significant developments, which are captured
in this preface. First, the nature and process of innovation has undergone radical shifts in the
past decade, driven by the rapid penetration of digital technology. Resulting from these shifts
in the innovation landscape, the role of digital service innovation has gained increased attention
over tangible innovation.! Second, practitioners and researchers increasingly shift their
attention to a group of dynamically growing economies in sub-Saharan Africa, that are
leveraging the new potentials provided by the rapid expansion of these technological
advancements to leap-frog inefficient systems. This preface outlines these two major

developments before the scholarly debate begins.
Innovation Research at a Transition Point

The nature and process of innovation has gone through a profound transformation in the past
decade,? largely driven by the rapid penetration of the Internet. The recent advancements in
ICTs increasingly disrupt stereotypical thinking of what innovation is and what it is not. Indeed,
for a long time, innovation has been associated with the creation of a new product, an
engineered physical object, and often explained in terms of its links with technological
innovation. Accordingly, it has been often thought of as being concentrated in a few, leading
high technology sectors, based upon intense research and development (R&D) efforts, large
expenses and patents, and thus often developed by large organizations with abundant financial
resources. Hence, traditional innovation research was primarily concerned with technical
innovation, especially technical product and process innovation, in the manufacturing sector in
developed economies.® Innovation was regarded as the “industrial religion of the late 20%
century”*, as the Economist allegorized it. This concentration on technical artefacts developed

by high technology industries®, yet, experiences changes.®

Indeed, it is increasingly argued that the nature and process of innovation has substantially
changed in the digital age. According to Lusch & Nambisan these shifts in innovation can be

characterized in particular by three novel features: network-, information-, and experience-

Cf. Edwards-Schachter (2018), pp. 65-68..

Cf. Benner & Tushman (2015); Lusch & Nambisan (2015).

Cf. Martin (2016), p. 434.

The Economist (1999).

Cf. Garcia & Calantone (2002), p. 112.

Cf. Martin (2013), pp. 170-183; Edwards-Schachter (2018), pp. 66-67.

o g h W N P
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centricity.” Vanishing is the idea, that innovations are only developed from within the confines
of large corporate R&D labs.® Instead, innovation is viewed as evolving from dynamic networks
of actors with diverse goals who engage in collective action.® Organizations from various
sectors increasingly incorporate third parties to co-develop innovative solutions, as for example,
by investing in crowdsourcing, collaborating with public institutions, as well as engaging in co-
creation with customers and startups.'® Furthermore, the focus no longer is exclusively on
tangible goods, but increasingly on intangible offerings where the information content is high.
Finally, the focus has shifted from the attributes of the innovation outcome to the value or

customer experience, that is co-created with other actors.

An increasing number of innovation examples are not primarily technological in nature.
Especially, innovations originating from the service sector. Service innovation are often
characterized by a change in the design of an organizational system comprising people,
information flows and processes. This dematerialization allows to create value according to a
different logic,'? as represented by companies, such as Facebook, YouTube, Airbnb, Uber,
Netflix, and Google.*® Innovation researchers argue that these digitally enabled services require
deep knowledge of a range of IT systems, and the ability to combine diverse sets of activities
from different sectors and tools in new and productive ways.'* Particularly, the drastic
improvements in the price/performance of digital devices, especially computers and mobile
phones, and the broad availability of the Internet have made these breakthrough innovations
technically feasible and economically viable. In addition, the digital tools necessary for
innovation have become more affordable to a broad spectrum of innovation actors. With these
lowered entry barriers and expedited diffusion rates, digital technology has “democratized
innovation”® so that almost everyone from everywhere can now participate in innovation,

access relevant resources, and create value.®

7 Cf. Lusch & Nambisan (2015), pp. 155-156.

8 In contrast to the traditional closed Chandlerian view, where the firm is the focal actor, digitization is pushing
innovation increasingly outside of firm boundaries, where the community becomes the core for innovation.
This “open innovation” (Chesbrough (2003)) is most clearly seen in open source software development
(Benner & Tushman (2015), p. 505).

®  Cf. Chesbrough (2003), pp. 43-47; Nambisan & Sawhney (2007), pp. 1-3.

10 Cf. Fagerberg et al. (2013), p. 6; Weiblen & Chesbrough (2015), p. 66.

11 Cf. Prahalad & Ramaswamy (2004b), p. 11; Vargo & Lusch (2004), p. 6; Vargo & Lusch (2008), p. 3.

12 Cf. Goldstein et al. (2002), p. 121.

13 Cf. Lusch & Nambisan (2015), p. 156.

14 Cf. Salter & Alexy (2014), p. 42.

15 von Hippel (2005), p. 1.

16 Cf. Yoo etal. (2010), p. 726.
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With the rapid diffusion of information and communication technology (ICT), a growing
number of social actors leverages these cheap tools to create change across different economies
and sectors. In face of the growing number of global societal and economic challenges, such as
raising inequality, climate change, political conflicts, waves of migration at Europe’s shores
and more recently the global COVID-19 pandemic, civil society actors, social activists, social
movements, social entrepreneurs, and nongovernmental organizations (NGOs), among others,
with creative capacities can now access tools, knowledge and resources to develop solutions
that tackle these issues. Yet, much of this growing amount of socially oriented innovation
activity, which is often incremental, not materialized in the form of a tangible product
innovation and based upon little or no formal R&D as well as not patented, often remains
invisible, because conventional measurement indicators, such as R&D funding, numbers of
researchers and patents cannot capture these innovation activities and outcomes.!” It is
increasingly argued that the conceptualization and the analysis of innovation is rooted in the

past,'8 incapable of examining these less visible but vital forms of innovation.

These dramatic changes in the innovation landscape have in common that they are driven by
the expanded role of information technology (IT). In view of the changed dynamics and shifts
in the innovation landscape, it is increasingly claimed that managers and researchers should not
give primacy to tangible technical innovation over other types of innovation.'® Recent research,
therefore, has begun to stimulate a debate about the future of innovation studies.?° For instance,
Martin notices that the challenge to the next generation of innovation researchers is to develop
adequate conceptualizations of innovation and come up with improved methods and indicators
for recognizing, measuring, and understanding these hidden so-called “dark innovation” or
“pelow-the-radar innovation”.?! In addition, with a growing demand for innovation that is
oriented towards sustainability?? and socio-economic well-being, researchers argue that there
is a growing need to study innovation beyond Western paradigms, considering paradigms and
experiences from emerging economies.?® Many of these less visible innovation efforts or dark
innovation activities can be found in the geographical spheres of developing and emerging

market economies. Innovation in these economies is less associated with technological

17 Cf. Martin (2016), p. 433.

18 Cf. Benner & Tushman (2015), p. 498.

19 Cf. Salter & Alexy (2014), p. 42.

20 Cf. Fagerberg et al. (2013), pp. 5-14; Lundvall (2013), pp. 202-208; Dodgson et al. (2014), pp. 3-24.
2L Cf. Martin (2016), p. 434.

22 Cf. Pansera & Sarkar (2016), pp. 1-2.

23 Cf. Chen et al. (2018), p. 2; Edwards-Schachter (2018), p. 68.
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breakthroughs or as being new to the world and, thus, is not considered as contributing valuable
insights to technological advancement.?* These innovations often differ drastically from
Western innovation in terms of product novelty and disruptiveness and are rather linked to
social innovation.?® The rapid penetration of ICTs across economies creates a fruitful ground
for innovative solutions addressing a wide variety of needs in emerging markets.
Contextualizing digitally enabled service innovations in resource-constrained environments,
thus, appears as a fruitful approach to shed light on the digitally driven service innovation

processes performed under conditions of scarcity, for both researchers and practitioners.
Shifts in the Emerging Market Landscape

Emerging markets and developing countries have become the center of economic gravity over
recent decades.?® Together, these economies are home to 85% of the world’s population,?’
equaling to six billion people and accounting for more than half of the world’s gross domestic
product (GDP). They are growing faster than advanced economies,?® and their share of

economic growth is projected to increase from 76% in 2019 to about 85% in 2024.%°

The rapid rise of economies such as Brazil, Russia, India, China, and South Africa, commonly
referred to as the BRICS, has attracted a lot of attention from investors, executives and scholars.
The fastest sustained economic expansion by a major economy in history, yet, was observed in
China,*® with a GDP growth average of almost 10% per year since its economic reforms in
1978, while India’s GDP growth rate averaged at 5,8% in the same time period.3! The key
drivers of this economic growth in these economies have primarily been a process of rapid
industrialization combined with trade liberalization and increased integration into the global
economy. Relatively low labor-costs and lowered trade barriers further spurred resource-

intensive manufacturing activities in large-scale industry sectors and, as a result, fueled growth

2 Cf. Pansera & Owen (2018), pp. 23-24.

% Cf. Winterhalter et al. (2017), pp. 3-4.

% Cf. Pacek & Thorniley (2007), pp. 1-2.

27 Cf. Lagarde (2016).

% Note: The effects of the global COVID-19 pandemic on emerging markets have not been taken into account
in this study, as the macroeconomic analysis was finalized in January 2020.

2 Cf. IMF (2019), p. 13.

30 Led by China’s dynamic growth, Asia’s share of the global economy has rocketed up to more than 34%. This
trend is likely to continue in the next years. The U.S. and EU accounted for almost 50% of the global economy
in 1980. Today their combined share has decreased to 31%.

31 Period between 1978-2016. Based on own calculations drawn from data published by the World Bank (2020b).
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in exports.32 Over time, these economies transitioned from mere manufacturing hubs®: to strong
domestic economies with an expanding middle-income class, actively demanding a variety of
products and services. Yet, this growth path has also led to socio-economic and environmental
imbalances, requiring a shift in the structure of the economy.3* More recently, China’s
economic growth has slowed down significantly, from a high of 14.2% in 2007 to 6.7% in 2018
and 6.1% in 2019 respectively.® The International Monetary Fund (IMF) projected growth to
fall to 5.5% by 2024.3% China needs to embrace a new economic growth model, that depends
less on export and that leverages new sources of growth, such as private consumption, services

and innovation to drive economic growth.*’

Scholars and investors have focused their attention primarily on the group of advanced
emerging economies, especially the BRICS, largely neglecting the dynamic developments in
other vibrant low- and middle-income regions and economies (Figure 1).% This is unfortunate
considering that out of the 25 countries forecasted to grow the fastest over the next five years
are located in regions that have been largely neglected in the past.®® Most of these economies
also belong to the group of the so-called frontier markets,*® which represent low-income, high-
risk countries, but are considered to be “promising candidates to become part of a second
generation of ‘emerging market’ countries!. These smaller economies exhibit high GDP
growth rates, improved political structures and favorable demographics, as reflected in a
relatively large and young urbanizing population. In addition, the rapid penetration of ICTs is
creating a fertile ground for new growth opportunities in sectors such as agriculture, retail,
finance, infrastructure, transportation, natural resources, and telecommunications.* Among
these rapidly growing frontier markets are also five sub-Saharan African economies, including
Botswana, Ivory Coast, Ghana, Kenya and Nigeria. The central reason for excluding these
African lions is that there are only two internationally recognized African emerging markets:

Egypt and South Africa.** Academic research is often biased in favor of developed economies

82 Cf. Sit & Liu (2000).

3 China’s rising wages may also erode its competitiveness in low-end manufacturing and could therefore further
increase foreign direct investment (FDI) inflows to Africa.

3 Cf. World Bank (2020c).

3 Cf. World Bank (2020b).

% Cf. IMF (2019), p. 14.

37 Cf. World Bank (2020c).

38 Cf. Kehl (2007), p. 2; Hoskisson et al. (2013), p. 1296.

39 Cf. Mussachio & Werker (2016), p. 42.

40 See Appendix 1.

41 Nellor (2008), p. 30.

42 Cf. Chironga et al. (2011), p. 118.

4 Cf. Kehl (2007), p. 2.
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and large emerging markets, while rapidly growing economies in less developed regions remain
“off the researchers’ radar”.** Hence, research on emerging market regions, such as sub-
Saharan Africa with a focus on the context constraints and how to respond to them, is a

microcosm relative to the research devoted to the larger advanced emerging market economies.

So far, practitioners and researchers tend to adopt a dichotomous worldview that divides the
world into a few emerging and developed economies, resulting in a simplified understanding
of the development path of young emerging markets. For instance, considering Africa’s massive
population growth, reaching 1.5 billion people by 2025, analysts wondered, if the region was
set to replicate the rapid industrialization and exceptionally high growth rates observed in
Southeast Asia in the 1980s and 1990s. Particularly for the continent’s largest economies, this
has not happened yet.*> African economies are achieving growth performance with quite

different sectoral patterns.*®

Figure 1: GDP Growth Rates of Selected African Economies, the BRICS and Advanced Economies (in %)

Ethiopia

Céte d'lvoire

Ghana

China, People's Republic of
Kenya

India

Sub-Saharan Africa (Region)
Nigeria

Advanced economies
Russian Federation

Brazil

South Africa

Source: IMF, October 2020, World Economic Outlook Database.

For example, the share of the agricultural sector declined in many countries, but increased in

Kenya and Tanzania, while the manufacturing sector increased in only a few countries (Niger,

4 Zoogah et al. (2015), p. 7.
45 Cf. UNECA (2016), p. 7.
46 See Appendix 2.
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Nigeria and Uganda) or remained at constant levels. Interestingly, service sectors were
important drivers of growth in many countries.*” Some analysts warn against adopting the three-
sector approach®® for understanding the group of young emerging market economies located in
Africa because it might be misleading.*® It is recommended to investigate the cultural diversity
and historical-political idiosyncrasies and to explore the development paths of these
underexamined regions or countries from this perspective to avoid the potential fault of making
broad generalizations across these economies. Policy-makers and multinational companies
have often adopted a “less developed countries” mindset, viewing emerging markets as being
at an early stage of the same development path of advanced or developed countries, whereby
development is associated with the level of industrialization.*

More recently, some researchers argued that it is time to extend research to these less examined
regions to inform new theories that reflect local realities.®® In this vein, it is increasingly claimed
to adopt a more nuanced perspective of the emerging market context ... with all its inbuilt
complexities and incongruities™? to better understand market heterogeneity and specific
characteristics from a micro instead of a macro-level view.>® To respond to these claims of a
more fine-grained perspective, this study aims at shedding light in the sub-Saharan African

business setting in the next chapters.

47 Cf. AfDB (2016), p. 32. See Appendix 2 (figure below).

4 According to the traditional three-sector theory, the share of the primary sector (agriculture and extractive
industry) in overall activity is high during early stages of development but tends to decline as economies
develop. The share of the secondary sector (manufacturing) increases during the low and middle stages of
development and declines at higher income levels when labor costs make manufacturing less competitive. In
contrast, the share of the tertiary sector (services) continuously increases and becomes most important at
higher income levels (ibid, p. 48).

4 Cf. ibid, pp. 31-32.

50 Cf. Arnold & Quelch (1998), p. 9.

51 Cf. Hoskisson et al. (2013), p. 1316; Zoogah et al. (2015), pp. 21-23.

52 Alvstam et al. (2016), pp. 38-40.

3 Cf. Merchant (2016), pp. 19-20.






1 INTRODUCTION

I believe actually having digital technology as an input into the way of providing
services with a predicate that people are likely going to be in 3G/4G Internet
coverage with super cheap android smartphones means there is a new way of
developing services, that | think can be cheaper and have a bigger impact, as an
input factor! The world can move fast. And many African countries are consumer

countries that want new services. (Chief Executive Officer (CEO) Motorcycle Taxi)

Serving as an introduction to this dissertation, this chapter proceeds as follows: First, it presents
the problem statement from a practical and theoretical point of view, including the identified
research gap and the research question this study addresses (1.1). Then the research objectives

are described (1.2), followed by the outline of the overall dissertation (1.3).
1.1 Problem Statement

Africa is increasingly garnering the attention of entrepreneurs, corporate leaders and scholars
as an emerging market with new opportunities for innovation and growth. Until recently, the
region has been considered too poor and too corrupt to do business in. However, the rapid
penetration of information and communication technologies — mobile Internet and mobile
computing in particular — has provided tremendous new opportunities. In 2016, the mobile
industry generated $110 billion of economic value in sub-Saharan Africa, equivalent to 7.7%
of GDP.>* The continent has gained prominence as the hotbed for mobile money.>® One of its
greatest success story is the M-Pesa money transfer service, which has significantly improved
the life conditions of millions of Kenyans who were previously excluded from the financial
system but who now have access to a growing set of financial services through the combination

of mobile networks and devices.

The continent’s mobile industry is now expanding across other sectors.> In 2025, half of the
people on the continent will have Internet access. This is a tremendous chance for tech
entrepreneurs, who are willing to ‘hack’ existing infrastructure gaps through technology,

connecting Africans to new services.>” Another opportunity area for service innovation with

% Cf. GSMA (2017), p. 3.

55 According to the State of the Industry Report on Mobile Money (2019), it was estimated that in Europe and
Central Asia around 200 million transactions were made via cell phone in 2019. By comparison, sub-Saharan
Africa leads the way in mobile payment with 23.8 billion transactions in the respective year.

% Cf. GSMA (2019), p. 26.

57 Cf. McKinsey (2013).



large scale potential, which entrepreneurs are increasingly addressing, is transportation poverty.
Today, most of the population in sub-Saharan Africa is limited in their ability to move from A
to B to manage their daily chores and to access relevant centers of economic activities, such as
work, schools, and administrative agencies. Travelling in the city by public means is tedious,
costly, and dangerous, while private motorization remains low. Digital technology provides
dramatically new opportunities for providing better access to transportation and at lower costs,

as emergent players in this sector have demonstrated.

Of late, researchers have urged to elucidate on the process by which emergent digital
technology is leveraged to develop new services in constrained environments. Scholars,
thereby, stress to elucidate the influence of technological advancements, such as the Internet,
mobile telecommunications, mobile computing, digital platforms and big data, on the
innovation process, with a special focus on the emergence of new services given their linkages

to digital technology.>®

In the recent past, the literature on innovation was primarily concerned with innovations related
to technical artifacts with new functionalities or in other words, new physical products, and
much less is known about innovation processes that are constitutional for the development of
new services in resource constrained environments. A few well-known examples from this
product-centered perspective include the affordable disinfectant soap created by Unilever and
the $2000 Nano car designed by Tata Motors. Moreover, much of the empirical research on
service innovation to date has been conducted in developed countries.>® Yet, emerging markets
claim a different genre of innovations compared to mature markets.®® Emerging markets are
typically known to be difficult environments for innovation compared to their Western
counterparts, due to the distinct conditions in these economies. The persistence of issues such
as poor infrastructure, volatile institutions, limited technological skills and know-how, as well
as the large share of the population with low income, are major obstacles for doing business in

these environments.

While research has revealed some valuable insights on the innovation process of constraint-
based innovation in general, little is yet known about the specific innovation activities and

practices inherent to new service development (NSD) in emerging markets. Considering these

%8 Cf. Barrett et al. (2015), pp. 147-150; Agarwal et al. (2017), p. 3
5 Cf. Droege et al. (2009).
80 Cf. Khanna et al. (2005), p. 5.



transformational effects of digitally enabled service innovation in emerging markets, it is of
practical and theoretical relevance to gain a better understanding of how innovators innovate
with digital technology in the most challenging world regions, yet so far, has been largely
neglected in the existing research. This severe gap has motivated the following research

question:

How do innovators develop and implement digital service innovation in the context of

emerging markets?
1.2 Research Objectives

The major aim of this thesis is to engage in the ongoing debate about local innovation strategies
and relevant capabilities in emerging markets. More specifically, this thesis seeks to identify
specific service innovation activities and practices that entrepreneurs pursue in emerging
markets and the competences they developed, while leveraging digital technology. To do so,
this study adopts the service-dominant (S-D) perspective, which appears to be well suited for

this purpose.

So far, research on innovation in emerging markets is usually conceptualized through a product-
or goods-centered perspective, where innovation occurs by developing and providing frugally
engineered new products to the underserved segments of the population. Accordingly, prior
innovation studies have tended to apply formalized innovation process models that are based
on principles from new product development (NPD) research to investigate the development
and implementation of frugal products in emerging markets. Service innovation, thereby, is
viewed as a sub-category of a product. Innovation literature targeting emerging markets seems
to have ignored theoretical developments in the service innovation literature. Of late,
researchers have contributed to a growing literature on the phenomenon of digitally enabled
service innovation by adopting the S-D logic, suggesting an integrative understanding of the
term service to understand and explicitly incorporate IT capabilities. The S-D logic defines a
service as “the application of specialized competences (knowledge and skills) through deeds,
processes, and performances for the benefit of another entity or the entity itself”.5!
Consequently, S-D logic focuses on the process of serving rather than on producing and offering
a tangible product,®? and thus appears to be an apt perspective in understanding how innovators

61 Vargo & Lusch (2004), p. 2.
62 Cf. Lusch & Nambisan (2015), p. 156.



use ICTs to serve people in emerging markets to improve access to basic services, such as
transportation. So far, only little attention has been given to the contextualization of digital
service innovation in emerging markets. More specifically, what constraints innovators
experience and how they innovate to responded to them and make the service work, has been

neglected.

Considering these severe gaps in the innovation management literature on emerging markets
and the fact that the theoretical discourse on innovation strategies targeting theses environments
appears to be linked to the past — in being synonymous with a sole focus on tangible products®®
and ignoring the transformational power of digital technology in these environments — creates
three further objectives for this study. The first aim is to contribute to the understanding of
developing and implementing innovation in the context of emerging markets, in consideration
of technological advancements. More specifically, the goal is to develop a theoretically
grounded model of developing and implementing digital service innovation in constrained
environments. Hence, if the assumption is that to be successful in emerging markets means
providing cost-effective and easy-to-use solutions, it is important to understand how technology
is leveraged to achieve these key outcomes and what activities and practices are pursued to
develop and implement these services successfully. This also involves examining the
emergence of activity patterns and competences that evolve from these innovation activities.
These insights shall be aggregated into a model to explain how innovators leverage digital

technology to create constraint-based service innovations.

The second aim of this investigation is to develop further empirical findings of innovation
activities and practices in emerging markets. So far, innovation management literature has
produced a limited number of rigorous empirical studies, largely based on anecdotal evidence,
trying to identify new strategies of developing and implementing innovative solutions in
emerging economies. This study examines six tech startups from the transportation sector and
conducts a cross-case analysis to elucidate successful and less successful service development

practices.

The third objective involves devising practical implications. This means to provide
recommended actions for those entrepreneurs and large firms that aim at creating value in these

environments; value that is beneficial for the local society and that simultaneously allows

8 Cf. Sawhney et al. (2006), p. 75.



innovators to capture value from their purposeful actions. Beyond that, the study aims at
sensitizing policy-makers, corporate leaders and entrepreneurs for the potentials and limitations
of digital technologies in the context of emerging markets in creating valuable services to the
society. Finally, this study also serves as an inspiration for large Western firms with growing
servitization ambitions and in search of new growth opportunities to also pay attention to the
hidden solutions developed by the tech startup ecosystem in sub-Saharan Africa.

1.3 Organization of Research

To investigate the research question, this study first provides a theoretical understanding of
relevant terms and concepts spanning the first two Chapters (2 and 3). Particularly, Chapter 2
relates to the specifics of the emerging market context. It provides a definition (2.1) of the term
and reviews its key characteristics (2.2), namely institutional voids and resource constraints.
Subchapter 2.3 provides insights on the macroeconomic development of the sub-Saharan
African region and points to its rising economies. Furthermore, this chapter thoroughly defines
the term innovation by looking at the early conceptualization of innovation, as introduced by
J.A. Schumpeter and complementing it with the current definition provided by the Organization
for Economic Co-operation and Development (OECD) in the Oslo Manual (2.4). Eventually,
Subchapter 2.5 provides an overview of resource-constrained innovation approaches, typically
prevalent in emerging markets. This chapter terminates with summarizing thoughts and the
limitations of this genre of innovation concepts in capturing and explaining the emergent

phenomenon of digitally enabled service innovation in these environments.

Chapter 3 introduces the S-D logic, as an adequate lens to investigate the underlying research
question and to provide an understanding of service innovation. First, in Subchapter 3.1, the S-
D perspective is contrasted with the traditional goods-dominant (G-D) logic to create a better
understanding of its foundations. Subchapter 3.2 provides the broadened definition of the term
“service innovation” applied in this study, and Subchapter 3.3 sheds light on the core
dimensions of service innovation. To better understand the expanded role of IT in the context
of service innovation, Subchapter 3.4 reviews the key characteristics of digital technology,
including its underlying architecture, transformative capabilities, and the role of digital
platforms. Departing from these relevant considerations, Subchapter 3.5 elucidates key
activities and practices of developing new services, by outlining prominent service innovation
process models. This chapter ends with a summary, also stressing the shortcomings in the

service innovation literature targeting emerging markets (3.6).



Chapter 4 deals with the research design and the methodology of the underlying dissertation. It
begins with an outline of the paradigmatic positions (4.1) and differentiates between qualitative
and quantitative research methodologies (4.2), while also justifying the research methodology
adopted in this study. In Subchapter 4.3, this study briefly presents the case study research
approach, which provides guidance for generating empirically substantiated insights. After
presenting the research design, the data collection methods are portrayed (4.4) and the data

analysis (4.5) is outlined. Finally, the quality criteria are discussed (4.6).

The empirical findings of this study are presented in Chapter 5. This chapter provides a
summary (5.1) of the two key service development approaches adopted by the six cases under
investigation and elucidates major differences of how innovators developed and implemented
digitally enabled service innovation in the context of emerging markets. Afterwards, the
specific findings are presented section by section (5.2-5.5) according to the identified aggregate

dimensions and second-order themes.

In Chapter 6 the midrange theoretical model from the case-based, empirical evidence is
presented (6.1). Subchapter 6.2 illustrates the recognition of opportunities for service
innovation in emerging markets. Then, the individual components of the model as well as the

relationships among them are discussed at the backdrop of the extant literature (6.3-6.6).

Chapter 7 provides the key theoretical contributions of this inquiry. In Subchapter 7.1, the low
level of trust is discussed as a context feature of emerging markets with relevant implications
for service development and implementation practices. Thereafter, in Subchapter 7.2 the role
of digital platforms, as constituent element of service innovation, is elucidated as both providing
an effective tool for mediating transactions in institutionally volatile environments and as a
generative space for value creation despite the scarcity of available resources. The third
Subchapter (7.3) presents the implications for the theoretical debate on relevant innovation
capabilities in emerging markets by emphasizing the role of a distinct design capability,
understood as a relevant meta-capability in complex and unpredictable environments. This
chapter also provides relevant practical implications (7.4) and concludes with the limitations of

this investigation and the avenues for future research (7.5).

Finally, Chapter 8 summarizes the key findings and terminates with final remarks on the future

of digital innovation in emerging markets for both researchers and practitioners.



2 INNOVATION IN EMERGING MARKETS

This chapter first defines the term emerging markets (2.1) and briefly reviews the distinctive
characteristics of these contexts (2.2). It then illustrates the macroeconomic development of
sub-Saharan African emerging markets (2.3). Afterwards a definition of innovation is provided
(2.4) as terminological base. Then the focus shifts to innovation approaches pertinent in
emerging markets (2.5). This chapter terminates with an evaluation of the state of innovation

research in constrained environments (2.6).
2.1 Definition of Emerging Markets

Emerging markets or emerging market economies continue to gain prominence in terms of both
their contributions to global GDP as well as to FDI.%* Especially, the rapid rise of economies
such as China and India has captivated broad attention from investors, corporate executives,
and scholars. This fascination with emerging markets has, however, led to a proliferation of
country groupings and acronyms such as the BRICS® (Brazil, Russia, India, China and South
Africa), MINT (Mexico, Indonesia, Nigeria and Turkey), Next Eleven (Bangladesh, Egypt,
Indonesia, Iran, Mexico, Nigeria, Pakistan, the Philippines, South Korea, Turkey and Vietnam)
and CIVETS (Colombia, Indonesia, Vietnam, Egypt, Turkey and South Africa) and the
emergence of country lists. These groupings and listings are regularly tracked and updated by
global financial institutions, such as the International Monetary Fund (IMF), the Financial
Times Stock Exchange (FTSE), Morgan Stanley Capital International (MSCI), Standard and
Poor’s (S&P) and the Dow Jones.®® Despite this widespread interest in emerging markets, there
is a lack of consensus of what constitutes an emerging market.®” Terms, such as “developing
countries”, “emerging markets” and “transition economies” are often used interchangeably,

which often leads to terminological confusion.

Originally, the term emerging markets was coined by fund manager Antoine van Agtmael at

the International Finance Corporation (IFC)® in 1981, when the group was promoting the first

64 Cf. Hoskisson et al. (2013), p. 1295.

85 The acronym was popularized in 2001 by Jim O’Neill, then-chairman of Goldman Sachs Asset Management,
in his publication Building Better Global Economic BRICs (O’Neill (2001), p. 1). After being formally invited
by China, South Africa joined the BRIC grouping in 2010. The group, thus, was renamed BRICS.

6  Cf. Marquis & Raynard (2015), p. 297.

67 Cf. Kehl (2007), p. 3; Anushkina et al. (2016), p. 3.

%  The IFC belongs to the World Bank institution. It is the largest global development institution, focused
exclusively on the private sector.



mutual fund investment in developing countries.®® Previously, countries outside the group of
developed countries were referred to as “poor countries”, “under-developed countries”, or “The
Third World”, suggesting hopelessness, obscurity and inferiority. The term “emerging market”
contrasted with this picture rife of negative associations, as it sounded more invigorating and
conveyed a sense of “progress, uplift and dynamism”’, necessary to present these emerging

stock markets as promising investment candidates.

With their growing economic relevance, academics and global institutions introduced diverse
definitions and categories to better analyze and organize the complexity of the international
panorama. For example, according to the MSCI Market Classification Framework, emerging
markets encompass a group of low-to-middle income countries with a sustainable economic
development and a sizable stock market that is accessible for foreign investors.”* The World
Bank’? denotes those economies as low-to-middle income economies if they indicate a gross
national income per capita between $995 and $3,895.” A different approach is applied by the
IMF. In its World Economic Outlook, the IMF divides world economies into two major groups:
advanced economies on the one hand and emerging markets and developing economies on the
other,’* based on (1) per capita income level, (2) export diversification” and (3) the degree of

integration into the global financial system.

Table 1 provides a list of countries considered emerging markets across these categorizations.
The problem with these classifications is that they often do not consider most developing
economies having functioning markets at all. This has disproportionally negative consequences
for most African economies, except for Egypt and South Africa, by excluding discussions about
the development of these markets.”® This is unfortunate, because selected African countries
demonstrate substantial improvements across various dimensions and some of them also belong

to the group of frontier markets.

8 IFC (2016), p. 47.

0 van Agtmael (2007), p. 5.

- Cf. MSCI (2014), p. 1.

2. In the 2016 edition of its World Development Indicators, the World Bank made the decision to no longer
distinguish between ‘developed’ and ‘developing’ countries in the presentation of its data.

3 Cf. World Bank (2020d). See Appendix 6 (as per 2019).

4 See Appendix 7.

S This means that oil exporters that have high per capita GDP would not make the advanced classification
because around 70% of their exports are oil.

6 Cf. Mwenda (2000), p. 9.



Table 1: Emerging Markets Identified by Major Investment Classification Sources

Country IMF? FTSE® S&P° MscCI® Dow Jones*
Algeria X

Angola X

Argentina X X

Azerbaijan X

Belarus X

Brazil X X X X X
Chile X X X X X
China X X X X X
Colombia X X X X X
Czech Republic X X X X
Croatia X

Dominican Republic X

Ecuador X

Egypt X X X X X
Greece X X X X
Hungary X X X X X
India X X X X X
Indonesia X X X X X
Iran X

Kazakhstan X

Korea X

Kuwait X X

Libya X

Malaysia X X X X X
Mexico X X X X X
Morocco X

Oman X

Pakistan X X X X X
Peru X X X X
Philippines X X X X X
Poland X X X X
Qatar X X X X X
Romania X X

Russia X X X X X
Saudi Arabia X X X

South Africa X X X X X
Sri Lanka X

Taiwan X X X X
Thailand X X X X X
Turkey X X X X X
Ukraine X

United Arab Emirates X X X X X
Uruguay X

Venezuela X

# See IMF Fiscal Monitor, April 2020, httpsz/data.imf.org/?sk=4BEOCICB-272A-4667-8892-34B582B21BA6

® See FTS Russels country classification, September 2019, https:/research.ftserussell.com/products/downloads/FTSE-Country-Classification-Update_latest.pdf

¢ See S&P Dow Jones Indices’ 2019 Country Classification, www.spglobal.com/spdji/en/search/?query=S%26P+Dow-+Jones+Indices%E2%80%99+2019Country+Classification+
4 See MSCI Emerging markets list, https//www.msci.com/market-classification

Source: Own illustration.
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According to Khanna & Palepu, these capital-market-based definitions of emerging markets
reflect only symptoms of underlying market structures. They further argue that these
conceptualizations highlight important and persistent characteristics which make these
economies fundamentally different from their developed counterparts, but these
conceptualizations do not provide insights on the quality of these markets. Yet, market
structures are the outcome of the interplay of idiosyncratic historical, political, legal,
technological, economic and cultural factors, whereas their severity varies from country to
country. This also implies that due to these distinct context factors the economic development
might follow a different path, contrasting with that of Western industrialization, because the
initial conditions in these markets were different (e.g., due to colonization) and remain so.”’
These facts make it difficult to determine the performance of markets by quantitative indicators
solely. Gupta, who conducted a study of financial markets in developing countries in 1984,
found that financial markets have sometimes encouraged development and at other times have
resulted from development.”® Hence, pursuing a definition that is solely based on a set of
quantitative indicators — evaluating the maturity and expansion of capital and stock markets —
does not seem to adequately reflect the market development process and new market dynamics,
driven by the rapid diffusion of ICTs, resulting in changes of social and economic life and new

growth opportunities across different sectors.”

Accordingly, a different understanding of emerging markets is necessary to examine young
emerging markets with their idiosyncratic dynamics and opportunities.®® Khanna & Palepu,
developed a different conceptualization, by defining emerging markets as “... those
transactional arenas where buyers and sellers are not easily or efficiently able to come
together”®!, because market-supporting institutions are absent or poorly functioning. They
explain that the existence of “institutional voids” makes a market ‘emerging’ and is a prime
source of the higher transaction costs in these markets.®? Similarly, Hoskisson et al. postulate
that a country’s degree of institutional development and its endowed factor markets represent
key elements that determine an economy’s opportunities and influence business activities.®

This qualitative understanding of emerging markets appears to be an adequate point of

" Cf. Khanna & Palepu (2010), p. 6.

8 Cf. Gupta (2013b).

78 Cf. Hoskisson et al. (2013), pp. 1295-1298.
8 Cf. Kehl (2007), p. 3.

81 Khanna & Palepu (2010), p. 6.

8 Cf. ibid.

8 Cf. Hoskisson et al. (2013), p. 1297.
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departure for analyzing on the ground dynamics of the sub-Saharan Africa’s young emerging
markets that remain absent in most of the literature on emerging markets and country lists.
Therefore, this thesis follows Khanna’s definition of emerging markets for the remainder of this
inquiry, considering emerging markets as arenas with immature institutional infrastructures.
Based on this understanding, the next subchapter provides an overview of the macroeconomic
development of the African continent.

2.2 The Rise of African Emerging Markets

Africa is the world’s second largest continent, covering a land area of over 30 million square
kilometers®, equal to the size of the U.S., China, India, Japan, Mexico and many European
countries, combined.® It is also the second most populous world region, inhibiting 1.2 billion
people.®® And being home to 54 different nations with 2,000 spoken languages.®” Furthermore,
six of the world’s ten fastest-growing economies are located in sub-Saharan Africa. In the
global economy, the region has gained a prominent position, mainly due to its wealth in natural
resources. About 30% of the world’s minerals are found in Africa.® It also contains 90% of the
world’s entire reserves of platinum and cobalt, 50% of global gold reserves and 35% of the

world supply of uranium.8®

As aresult, Africa achieved an impressive average economic growth of 5% between 2000-2014
rising from just above 2% during the 1980-90s, driven by its exports of natural resources.*
Growth has decelerated to 3.6%°* in 2015 and to 2.2%° in 2016 due to weaknesses in the global
economy and the dramatic price fall of key commodities. Africa’s economy is slowly
recovering, having reached a growth rate of 3.5% in 2018 and being projected to accelerate to
more than 4% in the coming years, which is higher than that of other emerging and developing

countries.®

8  Cf. Desjardins (2020).

8  See Appendix 3.

8  Africa’s population has grown from its estimated 478 million in 1980 to the current estimate of close to 1.2
billion, and is projected to increase to 1.5 billion by 2025 and 2.4 billion by 2050 (UNECA (2016), p. vii).

8 Cf. George et al. (2016), p. 381.

8  Cf. AfDB (2016), p. 3.

8 Cf. AfDB (2010), p. 6.

% Cf. AfDB (2016), p. 24.

%L Cf. ibid.

% Cf. AfDB (2018), p. 13.

% Cf. AfDB (2019), p. 3. Note: Percentage points of growth projected before the outbreak of COVID-19.
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The recent price shock revealed the dichotomous economic structure of the African continent
and its key economic drivers. While Africa’s previous growth trajectory has primarily been
driven by its largest commodity exporting countries, including Angola, Nigeria and Sudan,
smaller, non-commodity exporting economies, such as Burkina Faso, Ivory Coast, Ethiopia,
Ghana, Niger, Rwanda, Senegal, Tanzania and Uganda have now taken the lead, driving
Africa’s growth with economic growth rates ranging between 6-10%.%* In the past years,
resource-dependent economies experienced a tepid growth at around 2-4% due to the sharp
decline of oil and the drop of commodity prices.®® Due to the low degree of economic
diversification and strong resource dependence, these countries are more vulnerable to price

shocks than their non-resource-dependent counterparts in Eastern Africa.

The increased growth in non-resource dependent economies is underpinned by increasing
domestic demand, favorable FDIs, increased regional trade, improved institutional systems,
technological leapfrogging®® and the emergence of new markets in the service sector.®’ Indeed,
the service sector is becoming an important driver of growth in Africa and the continent’s
structural transformation, already accounting for one third of total formal employment.®
Service-based firms successfully absorb low-skilled labor for various tasks along the service
delivery chain while still contributing to higher productivity. Kenya is one example of service-
led growth, with the service sector already contributing the highest proportion to the country’s
GDP growth. This is expected to continue as the country remains the leading regional hub for

ICTs which is closely tied to the service sector.%

The continent is not only performing well with regards to economic figures, various social and
governance issues are also being addressed, with encouraging prospects for the near future. For
example, out of its 54 countries, 26 have achieved middle-income status, while 18 African

countries have reached medium to high levels of human development, reflected in improved

% Cf. AfDB (2016), p. 24; AfDB (2019), pp. 6-8. See Appendix 4.

(Ivory Coast, Djibouti, Ethiopia, Mozambique, Rwanda and Tanzania were among the fastest-growing
countries in the world in 2016 (AfDB (2016), p. 24).

% In light of the COVID-19 pandemic, the oil price collapsed, driven by reduced global demand. In the month
of March 2020, oil prices fell by approximately 50%, dramatically exacerbating the economic situation for the
net oil exporters, which will suffer from liquidity issues, lost tax revenues and currency pressures.

% In 2018, mobile technologies and services generated 8.6% of GDP in sub-Saharan Africa — a contribution that
amounted to $144.1 billion of economic value added. The mobile ecosystem also supported almost 3.5 million
jobs (directly and indirectly) (GSMA (2019), p. 13).

% Cf. George et al. (2016), p. 377; AfDB (2018), pp. 8-9

% Cf.1LO (2014), p. 12; AfDB (2016), p. 202.

% Cf. AfDB (2016), p. 202.
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education, health care and standards of living.1? Since the beginning of the implementation of
the goals of the Agenda 2063%%, which is the masterplan for turning the Pan-African Vision of
“An integrated, prosperous and peaceful Africa”!%? into reality, the continent has improved
considerably with regards to strengthening the rule of law, fostering accountability and
transparency and fighting corruption. In addition, Africa has made steady progress in building
capable states with inclusive political systems and robust institutions, resulting in free and fair
elections.'® In fact, in 2011, 18 countries have established democratic systems with multi-party
systems, compared to four in 1991.1% In 2016 and 2017, 26 African countries held national

elections, enhancing peace-building and trust in institutions.1%

African economies also face massive challenges.'% Of the 187 countries ranked by the IMF
based on GDP per capita, 26 African countries are ranked at the bottom 30, with Burundi, the
Central African Republic, the Democratic Republic of the Congo, Eritrea and Niger ranked as
the five poorest countries in the world.” While the proportion of those living in poverty has
fallen from 56% in 1990 to 42% in 2012, the absolute number of extremely poor people, those
who live on $1.90 a day or less, increased.1% In 2015, more than half of the world’s 736 million
extremely poor lived in sub-Saharan Africa, and the number is expected to rise in this region.
According to the Human Development Index (HDI),1% the five least developed economies in
the world are also located in Africa, including Niger, the Central African Republic, Chad, South

Sudan and Burundi.''® Furthermore, the lack of employment opportunities for the twelve

100 Cf. AfDB (2016), p. 92.

101 The Agenda 2063 is a 50-year strategic framework with the main objective to guide Africa’s development for
the next half-century and to achieve the vision of “The Africa We Want”. It is Africa’s blueprint and master
plan for transforming Africa into the global powerhouse of the future. It is the continent’s strategic framework
that aims at achieving its goal for inclusive and sustainable development and is a concrete manifestation of
the Pan-African drive for unity, self-determination, freedom, progress and collective prosperity pursued under
Pan-Africanism and the African Renaissance (African Union (2019)).

192 Mo Ibrahim Foundation (2019), p. 50.

198 For instance, the business climate in Kenya has improved considerably: The economy moved up 12 places to
a ranking of 80 in the World Bank’s 2018 Doing Business report (AfDB (2018), p. 150).

104 Cf. AfDB (2014), p. 17.

105 Cf. AfDB (2016), pp. 134-136.

106 Cf. George et al. (2016), p. 377.

107 Cf. IMF (2019).

108 Cf. AfDB (2018), p. 15.

19 The HDI was created to emphasize that people and their capabilities should be the ultimate criteria for
assessing the development of a country, not economic growth alone. The HDI is a summary measure of
average achievement in key dimensions of human development: a long and healthy life, being knowledgeable
and have a decent standard of living. The health dimension is assessed by life expectancy at birth, the education
dimension is measured by mean of years of schooling for adults aged 25 years and older and expected years
of schooling for children of school entering age. The standard of living dimension is measured by the gross
national income per capita (UNDP (2019a)).

110 Cf. UNDP (2019b), p. 326.
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million youth (ages 15-24) that are entering the job market every year, creates another severe
challenge for African economies. As a result of lacking job offers, young workers tend to join
the informal economy. This vicious cycle further fuels the profusion of underdeveloped
workforce. Hence, this steadily growing labor force of young workers, which is projected to
rise from 705 million in 2018 to nearly 1 billion in 2030, creates both a great opportunity for
Africa and the global economy, which is expecting significant labor shortages, but also presents

a high risk for social upheaval and unrest if economic growth fails to stimulate job creation.'!

Starting and growing a business in Africa is typically more difficult than in other parts of the
world. Poor infrastructure, high transactional costs and corruption adversely affect
entrepreneurial activity. According to the World Bank’s ease of doing business ranking, out of
190 ranked countries 19 African countries are placed among the worst 30.1*? This means the
regulatory environment is not very conducive to starting and operating a local firm. Yet, several
new trends in recent years, especially the rapid penetration of the Internet, have been changing
the African business landscape, surfacing new growth opportunities and thus increasingly

raising the interest of corporate leaders, investors and entrepreneurs.'*3

The diversity of the African context is captured in Table 2, which outlines some of the human,
economic and institutional development indicators in a selected set of countries.!* For the
remainder of the study, the focus will be particularly on sub-Saharan African economies. Sub-
Saharan Africa is, geographically, the area of the continent of Africa that lies south of the
Sahara. It contrasts with North Africa, the territories of which are part of the League of Arab
states within the Arab world.**® The United Nations Development Programme (UNDP) lists 46
of Africa’s 54 countries as ‘sub-Saharan’, excluding Algeria, Djibouti, Egypt, Libya, Morocco,
Somalia, Sudan, and Tunisia.'*® The next two subchapters frame these context peculiarities
according to the two key characteristics of emerging markets: institutional voids and resource

scarcity.

11 Cf. AfDB (2019), pp. 16-18.

112 Cf. World Bank (2020a).

113 See Appendix 12.

114 See also Appendix 13.

115 In contrast, the World Bank includes the Arabic-speaking states of Mauritania and Sudan in sub-Saharan
Africa, while the African Union’s definition includes Sudan but instead excludes Mauritania. It is not just a
question of physical geography, but also one of ethnocultural aspects (The Economist (2019)). Yet, this study
follows the UNDP geo-scheme for Africa. See Appendix 5.

116 Cf. UNDP (2020).
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2.3 Characteristics of Emerging Markets
2.3.1 Institutional Voids

One key feature of emerging markets is the persistence of institutional voids, which can be
understood as the widespread lack of well-functioning institutions.!!’ In developed economies,
a range of specialized intermediaries provide the requisite information and contract
enforcement mechanisms needed to efficiently conduct transactions.'*® Developing and
emerging market economies, in contrast, often fall short of this and are marked by the dearth of
established property rights, transparency, reliable legal systems and enabling intermediaries.**°
Enforceable property rights, for instance, are vital for a well-functioning real estate market as
well as for the use of real estate as a guarantee for other financial transactions. Yet, such rights
are either non-existent or not reliably enforced in many emerging markets.*?° Institutions in
developed economies, on the other hand, provide the “rules of the game”*?! to which actors
must “conform in order to receive legitimacy”?2. Institutions consist of both “formal rules
(constitutions, laws and property rights) and informal constraints (sanctions, taboos, customs,
traditions and codes of conduct)”, and together guide cognitive and behavioral activities in a
social system.'?® Throughout history, human beings devised and established rules to create
order and reduce uncertainty in exchange relationships. Together with the economic market
institutions, they build the incentive structure of an economy, determining transaction and

production costs and, hence, the profitability and feasibility of engaging in economic activity.*?*

Emerging market economies often lack the formal rules and routines, necessary for efficient
economic exchange. For example, healthcare in India is a fragmented sector and the regulations
of the industry are not rigorously defined by the local government. Introducing IT-based
solutions, such as electronic health records, is challenging for tech startups, because they must
often address regulatory and administrative shortcomings to create value for local clients.'?®
Formal institutions in Africa are considered underdeveloped. The African context is

predominated by informal rules, such as kinship ties and tribal networks, to ensure effective

17 Cf. Mair & Marti (2009); Khanna & Palepu (2010); Webb et al. (2010); Mair et al. (2012).
118 Cf. Khanna & Palepu (2010), p. 14.

119 Cf. Mair et al. (2012), p. 821; Ault & Spicer (2014), p. 1823.

120 Cf. Khanna & Palepu (1997); De Soto (2003), p. 87.

121 North (1991), p. 98.

122 Seott (1995), p. 132.

123 North (1991), p. 97.

124 Cf. ibid.

125 Cf. Ahuja & Chan (2016), p. 3.
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functioning.!? Therefore, knowledge of the informal rules in the African context (e.g., tribal or

ethnic systems and cultural norms) are vital to run local business operations.*?’

As a result of underdeveloped institutional systems, the incentives for entrepreneurial
involvement in these settings are considered low. Individuals and organizations know that
potential profits from entrepreneurship might not be protected in situations when business
partners renege on their contractual agreement. In these environments, entrepreneurs cannot
rely on institutional foundations, where courts can enforce contracts and where the prospect of
legal sanctions can reduce the incentives to cheat.'?® Because these institutions are weak or
absent, individuals cannot trust that agreements will be faithfully executed by the other party,
as they might in developed markets, because such foundations are largely absent.*?® Institutional
environments in emerging markets are apparently intricate for regular business operations, and

thus can be considered even more difficult for innovation.
2.3.2 Resource Scarcity

Beyond that, emerging markets are characterized by extreme resource scarcity. Resource
scarcity is not a uniform concept and comprises different themes. First, emerging market
scholars often refer to the lack of consumer income to buy or use certain products or services.
As a result, these severe income constraints prevalent in emerging market economies
significantly limit the scope of new products and services that would be potentially viable

there. 130

Second, another type of resource scarcity is related to the constrained availability of strategic
resources and capabilities.®! From a resource-based view (RBV), firms achieve a sustained
competitive advantage by applying firm-specific resources and capabilities that are valuable,
rare, hard to imitate and organizationally embedded.*3? Furthermore, resources are necessary to
produce certain goods or services. In developed economies, firms can easily access diverse
resources and capabilities through well-functioning factor markets.**® In developing and

emerging market economies, firms cannot rely on a similar access to resources and capabilities

126 Cf. Zoogah (2008), p. 247.

127 Cf. Kamoche & Harvey (2006), p. 166.

128 Cf. Mair & Marti (2009), p. 429.

129 Cf. Knack (2001), p. 8.

130 Cf. Seelos & Mair (2007), pp. 52-53; Prahalad (2010); Sanchez & Ricart (2010); Kistruck et al. (2016).
181 Cf. Linna (2013), p. 3.

182 Cf. Barney (1991), pp. 106-108.

133 Cf. Peteraf (1993), p. 188.
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relevant for ensuring a firm’s business operations. Moreover, emerging markets are
characterized by chronic shortage of resources and capabilities, which adversely affect
production, transactions and consumption.** However, Africa has abundant natural (water,
forest and soils), mineral (oil, gold, diamond and manganese) and human resources which can

be used to improve a firm’s performance.!%®

Research literature, yet argues, that these economies lack the resources urgently needed for
innovating.!*® For example, superior human resources and managerial competencies are widely
lacking in developing and emerging market economies because of the underdeveloped
educational systems and the scarcity of training opportunities.'®’ Especially, multinational firms
have struggled with hiring management personnel or skilled workers, which is a major barrier
to growth. Management capabilities, which are defined as the complex system of decision-
making, controlling and defining strategic objectives and, which often come in the form of
executive or managerial leadership, are in particular important in the growth stage of local
business operations. The lack of these capabilities is oftentimes compounded by high rates of
illiteracy, resulting from sparse public investments in education, while private schools are

usually too expensive.**

Furthermore, the financial system is underdeveloped and, thus, access to financial resources is
constrained. Especially, young firms face difficulties in accessing both the investment funding
and working capital necessary to run business operations. Important financial intermediaries,
such as venture capitalist, are widely missing, whereas banks require substantial amounts of
collateral and charge high interest rates, creating unfavorable conditions for entrepreneurs. The
business culture, thus, is often marked by financial survival, conservative financial management
and hoarding capital.®*® Although any kind of entrepreneurship is characterized by severe
resource constraints, and entrepreneurs often have to start their business with a minimum
amount of resources, there are differences in the availability and reliability of resources between

developed and emerging market economies.

134 Cf. Torri (2010), p. 237; Linna (2013), p. 3.

135 Cf. Zoogah (2008), pp. 245-246.

13 Cf. Cunha et al. (2014), pp. 203-204.

187 Cf. McKinsey (2012).

138 Cf. Chliova & Ringov (2017), p. 48.

139 Cf. Dia (1996), pp. 155-168; Julian & Ofori-Dankwa (2013), p. 1317.
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Technological resource constraints represent both the lack of technological infrastructure and
the shortage of technical human resources.'*® Technological infrastructure resources, such as
patents, advanced technical systems, and production facilities with high-tech machinery are
widely absent or only in limited supply. Such technologies are limited or sparse in emerging
market economies because of the underdeveloped manufacturing sector and the high

implementation and maintenance costs.#

In sum, even if a solution might be viable from the demand side, its development and
implementation could be constrained or derailed by the availability of supply side factors. An
illustrative case is that of HealthLine, a telemedicine venture, whose scalability is constrained
by the limited availability of physicians and other medical personnel to staff the health
hotline.'#? Hence, the deficit of resources adversely affects the effectiveness of new solutions
and eventually firms® growth prospects.*® These various resource constraints combined with
the institutional deficits suggest that the nature and process of innovation in emerging markets
is fundamentally different from that in developed economies, in being more frugal, flexible and
socially inclusive.!** Subchapter 2.5 presents selected innovation concepts prevalent in the
emerging market context, collectively labeled as constrained-based innovation.'*> The study
parses the term “constraint-based innovation”. First, it tries to understand ‘innovation’
separately and provides the foundational understanding of the term. Then, it contextualizes
innovation in the constrained environment of emerging markets, by outlining the corresponding

innovation concepts.
2.4 The Understanding of Innovation

2.4.1 The Origins of Innovation

Innovation has proven to play a vital role for sustaining economic growth and the
competitiveness of nations, industries, and firms.1#® It is also regarded as essential for improving
the society’s standard of living.**” Because of these vital effects of innovation, it is the engine

for social and economic development, that has attracted large attention from researchers across

140 Cf. Ahuja & Chan (2016), p. 2.

141 Cf. Zoogah et al. (2015), p. 16.

142 Cf. Ivatury et al. (2009), p. 141.

143 Cf. Zoogah et al. (2015), p. 16.

144 Cf. Radjou et al. (2012).

145 Cf. Agarwal et al. (2017).

146 Cf. Bhatti & Ventresca (2013), p. 2; Fagerberg et al. (2013), p. 1; Chen et al. (2018), p. 1.
147 Cf. Gopalakrishnan & Damanpour (1997), p. 15; OECD (2005), p. 42.



20

various disciplines, such as economics, management, engineering, and marketing. This
fascination with innovation, however, has resulted in a proliferation of definitions of

innovation, creating ambiguity about how the term innovation can be understood.4®

Providing an understanding of innovation is important to examine the phenomenon of interest
in this study. Etymologically, the term ‘innovation’ is derived from the Latin words ‘novus’
(meaning new) and ‘innovare’ (meaning to make something new), underscoring the novelty
aspect of the innovation concept.*® From a historical perspective, the concept of innovation
was originally inspired by the works of Joseph Schumpeter. In his seminal book The Theory of
Economic Development, he determines that innovation, understood as the commercialization of

a new idea or invention, is the source of economic growth in capitalist economies.>°

According to his view, economic growth occurs through a process of creative destruction,
where innovation disrupts the old industrial structure and creates a new one, inducing economic
change “from within” the economic system.2®! It is the disturbance of the circular flow. This
transformative process destroys dominant firms and products in favor of new business concepts
and products, and thus contributes to economic growth and development. Assuming that
inventions and entrepreneurial opportunities are abundant and available, Schumpeter stresses
that the commercialization, this means the transformation of ideas into innovations, is the
bottleneck. Schumpeter argues that the entrepreneur is the prime agent of this transformational
process and economic change, as he breaks up the equilibrium state of the economy by
establishing new combinations of factors (‘innovation’) to the market.*> Based on this notion,
he particularly distinguished between five types of innovation (“new combinations”): new
products or a qualitative change in the existing product, new methods of production, the
exploitation of new markets, new sources of supply for raw materials or other inputs and new

ways to organize business (e.g., like the creation of a monopoly position).**3

In Schumpeter’s early theory, this ability to break with established practice and to introduce
innovations was primarily linked to individual entrepreneurs. He states that the most significant

innovations are not introduced by established firms, but by outsiders, by “new men” who set

148 Cf. Garcia & Calantone (2002), p. 112; Fagerberg (2013), p. 20.
149 Cf. Volkmann et al. (2010), p. 100.

150 Cf. Schumpeter (1934).

151 Cf. Schumpeter (1942), p. 83.

152 Cf. Schumpeter (1934), p. 65.

153 Cf. ibid, p. 98.
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up “new firms”.> Thus, he primarily focused on radical innovations implemented by small
innovative firms, which represented a small fraction of founders (so-called Schumpeter “Mark
I”), and which are not to be confused with business founders or self-employment, in general.
Later in his career, Schumpeter also emphasized the role of innovation performed by large
industrial firms, where the process of innovation had become institutionalized and routinized
in R&D centers (Schumpeter “Mark 11”).1%°

Moreover, Schumpeter proposed three distinct stages that still serve as conceptual foundation
for innovation scholars today. The first stage involves the technical discovery of new things or
ways of doing things, which he labels ‘invention’. The second stage marks the ‘innovation’
itself, understood as the successful commercialization of a new good or service based on a
previous technical discovery or a novel combination of new and old knowledge. This stage is
linked to the notion of “creative destruction”. Because only through economic
commercialization of new products and processes can new ideas and inventions destroy the
dominant position of incumbent firms and, consequently, change the industrial structure
substantially.*™® The third stage, ‘imitation’, describes the general adoption and diffusion of

new products and processes to markets.®’

A core idea in Schumpeter’s understanding of innovation, that is gaining momentum in today’s
innovation discourse, is that, in its essence, innovation represents a “new combination” of
existing resources, equipment, and knowledge. In his understanding the generation of new
resource combinations involves creatively withdrawing resources from the uses they were
originally intended for and putting them into new uses.*® Hence, most innovations are not novel
in themselves, rather they represent novel combinations of existing resources.® Recently,
some researchers in the digital innovation and service innovation literature have drawn upon
Schumpeter’s central thought, suggesting that the nucleus of innovation in the digital age
concerns recombining resources in novel ways or “carrying out of new combinations”¢°. This
is referred to as neo-Schumpeterian understanding of innovation.'®® This combinatorial

perspective also suggests that the scope for recombination is almost infinite, as distinct elements
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can be combined in endless configurations to yield new and valuable products, processes and
services.®? Beyond that, a major combinatorial breakthrough can spur a series of related
combinations. For example, the smartphone helped create a new market for thousands of small,
innovative software applications, which represent novel configurations of resources.®
Considering the new combinatorial potentials enabled through digital technology and in
accordance with these recent conceptualizations of innovation, this study views all innovations

as novel combinations of existing and new resources.
2.4.2 Definition of Innovation

The traditional understanding of innovation developed by Schumpeter has built the foundation
for a vast number of definitions in the innovation literature and categories established by
manuals for statistical measurement of innovation. For instance, the first and second edition of
the Oslo Manual (1992/1997), which is the international reference guide for collecting and
using data on innovation, used the technological product and process (TPP) definition of
innovation with a focus on technological development of new products and new production
techniques by manufacturing firms.1®* Yet, there has been a growing sense that the classical
understanding of innovation as technological innovation is challenged and that much of
innovation in less R&D-intensive industries, such as services, is not adequately captured by this
traditional definition. In 2005, the Oslo Manual'® expanded the definition to include
organizational and marketing innovations (non-technological innovations), while the latest
edition of the Oslo Manual, as of 2018, established the following definition for innovation in
the business sector: “A business innovation is a new or improved product [good or service] or
business process (or combination thereof) that differs significantly from the firm’s previous
products or business processes and that has been introduced on the market or brought into use
by the firm.”16¢

This definition includes the two key concepts of innovation: novelty and implementation.'6’
Hence, the product (goods or services) or process must be ‘new’ (or significantly improved) to
the market or the firm that applies it, and the innovation must have been ‘implemented’. A new
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or improved product is implemented when it is put into use or introduced on the market,

otherwise it remains an invention.168

Furthermore, the Oslo Manual points out that ‘innovation’ can refer to either a process or an
outcome. To avoid confusion, the manual uses the term “innovation activities” to denote to the
process while the term ‘innovation’ refers to outcomes. The basic definition of innovation
activities is as follows: “Innovation activities include all developmental, financial, and
commercial activities undertaken by a firm that are intended to result in an innovation for the

firm .”169

The manual also points out that, with regards to regions outside of developed economies,
research widely accepted that diffusion and incremental changes to innovation account for
much of the innovation occurring in non-OECD economies.*” In this vein van de Ven notes
that, “As long as the idea is perceived as new to the people involved, it is an ‘innovation’ even
though it may appear to others to be an ‘imitation” of something that exists elsewhere”!’t, The
relevance of perception in determining what innovation is, this means perceiving something as
new in a specific context, is also substantiated by sociologists, who define innovation as ... an
idea, practice, or object that the members of a social system perceive as new”"2. Accordingly,
once the innovation is in use, it can evoke a process of social change, by altering the structure
and function of the social system.}”

For the remainder of this study, innovation is understood as a novel combination of resources
in generic terms. And more specifically, innovation signifies both the outcome and the process
of innovation, whereas the process refers to the activities necessary to achieve a certain
outcome, and the outcome represents a novel combination of resources, that is implemented
into the market. Furthermore, the innovation needs only be new to the people of a social system
and does not have to be universally new. In the next section, this study immerses into the
innovations landscape in emerging markets and reviews the innovation concepts pertinent in
these contexts. But before a distinction is made between the concepts of resource-based

innovation and resource-constrained innovation.
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2.5 Constraint-based Innovation Approaches in Emerging Markets

Literature differentiates between two major paradigms of innovation. The first paradigm refers
to resource-based innovation, which relies on resource availability and capability
development.t’* This paradigm underscores the relevance of resource abundance for the
innovation potential and the performance outcomes of a firm.*”® The underlying assumption is,
at least implicitly, that firms have access to the necessary resources, which they (re)combine
and, eventually, turn into innovations. As Prahalad & Mashelkar state: “Most innovation
programs are built on the assumptions of affluence and abundance. The more, the better.”1® In
other words, it is believed that innovation is something that can only occur when resources are
thrown at the problem.}”” Resource constraints, on the other hand, are regarded as having a
substantially inhibiting effect on innovation performance. This prevailing view in innovation
management literature, namely that an adequate endowment with resources favors innovation
success,!’® seems to be inadequate for the emerging market context, which is precisely defined

by the widespread lack of resources.!”®

The second paradigm emphasizes the role of resource constraints for the emergence of
innovation and relies on innovating with limited or scarce resources. This view argues that
resource constraints can, in fact, drive creativity and, thus, foster innovation.' Proponents of
this view, such as Gibbert et al. note that innovators being confronted with constraints are more
likely to find creative resource combinations that would, otherwise, be concealed under a “glut
of resources”!8, Srinivas & Sutz note in their research on scarcity-innovations that scarcity
conditions namely affect how problems are defined and solved.'®? Furthermore, Sirmon et al.,
argue that owning or having access to resources alone is insufficient in achieving and sustaining
a competitive advantage, instead, they emphasize the key role of evaluating and managing
available resources, especially the ability to effectively bundle and deploy them, to achieve a

competitive outcome.!8® Furthermore, Penrose argues that each firm is unique in its
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idiosyncratic relation to its resource environment.'®* This means that each firm can interact with
the external environment in different ways and discover valuable resources, that might be
useless or substandard to another firm. Hence, entrepreneurs active in the emerging market
context might reveal valuable resource combinations from an environment which appears to be
highly constrained.'® As mentioned above, emerging markets represent a unique context for
innovating, characterized by institutional shortcomings and resource scarcity.'®® It is argued
that they may innovate through using hidden assets, such as social capital and cultural

knowledge, rather than purely physical assets.'8’

Researchers generally agree that innovating in highly constrained environments requires
specific innovation approaches and capabilities.'® Over the past two decades, there has been
growing interest in innovation approaches conceived under conditions of scarcity with a focus
on emerging market economies and the BoP.!%° A variety of innovation studies provides
important first insights into how firms can achieve resource-constrained innovations for
emerging markets in general. Particularly, literature on the BoP has identified ways to address
the needs of resource-constrained people, often situated in rural environments, by providing
simple products in industries,'®® such as hygiene and health,*®* food and agriculture'®? or

telecommunications.®?

Well-known innovation approaches of this particular genre of innovation include innovation at

the BoP,'* disruptive innovation,'*® frugal innovation,*®® jugaad,*®” cost innovation,!%

200

grassroots innovation,'®® Gandhian innovation?® and reverse innovation?°t. These types of

innovation are collectively referred to as resource-constrained or constraint-based innovation
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approaches.?2 The next section delineates some of the above-mentioned and most prominent
innovation concepts to provide an understanding of the nature of constraint-based innovation

and to review identified innovation practices.
2.5.1 Innovation at the Bottom of the Pyramid

Innovation research in developing countries is intrinsically linked to the bottom of the pyramid
(BoP) proposition.?®® Over a decade ago, Prahalad introduced the BoP term, referring to the 4
billion people who live on less than $2 a day, and framed this low-income segment as untapped
business opportunity. The majority of this population segment resides in developing and
emerging market economies. In his publication, he promoted the idea that firms could make “a
fortune” and simultaneously lift communities from poverty by targeting poor and
disenfranchised people at the BoP through novel solutions. These new products and services
will scale considerably and, thus, exert a positive social and economic impact on those people
living in severe subsistence conditions, if they are made available at affordable prices.?** In
response, scholars and practitioners have been emphasizing a more prominent role of business
and innovation to bring about the social and economic development in the context of BoP
environments.?% Successful examples, such as Aravind Eye Hospitals in India, Bharti Airtel,
Tata Nano and BRAC in Bangladesh have fueled enthusiasm for the creation of scalable
solutions at the BoP even further.?%

Multinational corporations (MNCs) were central to the initial BoP proposition as they were
assumed to have the resources and capabilities to addressing the needs of the poor by providing
high-quality and low-cost market solutions.?®” Nevertheless, the implementation of the BoP
proposition has, in many cases, proven to be more challenging than originally expected. For
example, such business models often struggle with the agency costs that arise between the MNC
and local sales partners.2® Hence, as large Western corporations, specialized in advanced
innovation for high-tech products and business models, increasingly realize that profits at the
BoP can be lower than expected and that successful BoP solutions may require substantial

changes of existing business models, they have become more skeptical of innovation projects
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targeting the BoP.2%® As a result, a number of business enterprises have departed from these
markets or assigned the innovation projects to their corporate social responsibility (CSR)

departments.

The original idea of the BoP proposition of viewing the poor as consumers that characterizes
the first generation of BoP literature has been the subject of extensive critique. Scholars
criticized that such framings present a romanticized view of the poor as conscious consumers
and de-emphasize the critical role and responsibility of the state in reducing poverty and
providing access to basic infrastructure.?!® As a result, the emerging literature on the topic has
undergone certain reorientations. More recently, BoP studies have increasingly reframed the
role of the poor from passive customers to active co-creators of innovation.?!* This “second
generation” of BoP literature encourages MNCs to enter BoP markets by forming partnerships
with local intermediaries (e.g., NGOs, local firms and community-based organizations).
Because they are embedded in the local settings, they are viewed as having a better
understanding of the local specificities?!? and are able to develop socially acceptable?'® and
environmentally sustainable solutions?4. This co-venturing approach would combine the
capabilities and knowledge of MNCs with those of the local community, resulting in an

“embedded innovation strategy”, and which is based upon a “native innovation capability’?°.

Yet, a growing body of evidence suggests that most solutions for the BoP remain small, because
local innovations fail to achieve large scale and, correspondingly, are unsuccessful to yield a
large-scale social impact.?*® As a consequence, BoP scholars increasingly claim a refined
examination of the mechanisms under which the BoP proposition can yield the desired
outcomes envisioned by its proponents.?’ Previous writings on BoP innovation has mainly
concentrated on innovation models performed by MNCs from developed countries, only little
attention has been paid to alternative approaches and strategies of innovation, for example,
offered by local entrepreneurs from emerging markets so far.?'® Accordingly, discussions on

ways to serve the BoP have gradually expanded to acknowledge the key role of smaller
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entrepreneurial organizations?'® that may be able to develop affordable products and services
but also empower local communities,??° fill institutional voids??* and promote more inclusive

patterns of socio-economic development.???
2.5.2 Disruptive Innovation

The term disruptive innovation was coined by Bower and Christensen back in 1995.22 |t
describes those kinds of innovations that create a market disruption, by introducing products
with inferior performance on key attributes, but that perform on other attributes that new
customers value, as for example lower costs or user-friendliness.??* In line with Prahalad’s work
on BoP markets and the proposition of huge economic potential therein, Hart and Christensen
later identified emerging markets as the ideal market for disruptive innovations,??® because the
relatively cheap and simple products or services cater to the need of underserved markets.
Disruptive innovations typically take hold at the bottom of the market, meeting the same needs
as high-market solutions in a simple and less expensive way. They are usually underrated at
first and tend to be regarded as ‘low-class’. But due to their low costs and other advantages,
they move up the market quickly and eventually become more appealing than their

sophisticated competitors.?2®

These products have the potential to disrupt the existing markets with their good-enough
offerings, which may have a lower performance but provide valuable features at a lower price
to attract the price-sensitive segments, such as the BoP.??” With a strong focus on affordability
and acceptability, these innovations might also have lower gross margins and smaller target
segments, but gradually have the potential to increase revenue by developing an altogether new

market.228
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2.5.3 Frugal Innovation

Researchers consider frugal innovation to be the most disruptive type of all constraint-based
innovations as it enables unprecedented applications at a low cost, specifically developed for
customers located in resource-constrained environments in emerging markets.??° Related terms
to frugal innovation are Gandhian innovation?*® and jugaad innovation®!. These two terms are

linked to the Indian context in which many frugal innovations have been developed.

Frugal innovation applies a clean-slate approach of building affordable solutions from scratch
for specific applications in resource-constrained environment, that respond to limitations as
posed through scarcity in financial, material or institutional resources.?®? Affordability,
availability, accessibility and creating awareness are the guiding principles®3 along the product
development process of frugal innovations to specifically design solutions for low-income
market segments.?®* Through consciously minimizing the use of raw material, frugal
innovations also have environmental sustainability and supply chain benefits, which hold
important implications for green product development in developed markets.?* It is a structured
bottom-up approach to innovation,?®® one that follows certain process steps and product
management methodologies, contrasting with top-down, sophisticated, R&D-led development
processes followed in the Western world.?3” Although existing technologies often build the base
for frugal innovations, they typically require a new product architecture that enables entirely

new functions at lower costs than existing solutions.?®

Because of the new product architecture, frugal innovations are often quite disruptive. For
example, by making a stationary product portable, a frugal innovation may reach an entirely

new customer group.®® Another well-known example?®® of frugal innovation is the mobile
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phone-based microfinance service M-Pesa.?*! This short messaging system (SMS)-based
microfinance solution brought banking to people, who previously had no access to it in the
African continent, by leveraging existing mobile phone technology and infrastructure.?*? This
technologically simple solution enables people in remote areas to get access to financial
transaction services by just sending text messages via the global system for mobile
communication (GSM) — an entirely new function or application that had not been available
before.?*® Recently, scholars have increasingly highlighted the enabling role of IT in the

development of frugal innovation.?*4

2.5.4 Bricolage

Bricolage can be defined as “making do by applying combinations of the resources whatever at
hand to new problems and opportunities?4°. The notion of bricolage was originally introduced
by the French anthropologist Claude Lévi-Strauss to describe a particular mode in which human
actors view and relate to their environment.24® Lévi-Strauss thereby contrasted bricoleurs with
engineers. He stated that engineers typically first determine the desired solution and then go out
to find resources that match the predefined criteria, whereas bricoleurs take a different path,
they start with the resources at hand and then explore ways towards finding a solution. The
latter use resources with which they are intimately familiar and have at hand as means of finding
solutions to problems,?*” which enables them to exploit physical, social or institutional inputs,
factors that others reject or ignore. Bricoleurs have the capabilities to “make do” with cheap
and free resources others regard to be useless or not state of the art, and to recombine them for
new purposes.2*® A major practice that is associated with frugal innovation involves redesigning

products and processes to cut out avoidable costs.

The bricolage concept indicates the activities and practices of entrepreneurs who create new
ventures out of nothing.?*® The underlying argument is that under conditions of scarcity, the

human mind is stimulated to develop novel ideas and recombine knowledge frameworks and
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bypass constraints that constitute bottlenecks.?>® Bricolage is also related to the concept of
improvisation?!, which is a tactic to mobilize resources through an ability to convert material
or insights into novel combinations.?®? The bricolage concept originates from technology and
product innovation with focus on developed markets but has recently been applied to the
emerging market context, where the dearth of resources has been found to be even more severe

than in Western economies.?>?
2.5.5 Business Model Innovation

More recently, research on business model innovation has gained increased attention in the
emerging market literature. Scholars have proposed that innovations for low-income, resource-
constrained communities increasingly rely on the emergence of new business models, rather
than on radical changes in technologies.?®* For example, Prahalad suggests that in the context
of developing economies there needs to be a shift in the perspective from a product-centric
approach to business model innovation.?®>> A business model depicts “... the rationale of how
an organization creates, delivers, and captures value.”?® The term business model innovation
may refer either to the design of a new business model for newly formed organizations, which
represents an entrepreneurial act, or the reconfiguration of existing business models, which

implies reconfiguring organizational resources in an existing business model.?’

The business model can be divided into three core components: value creation, value capture
and value proposition.?®® Value creation, thereby, involves all activities a firm performs to
develop value and deliver this value to the customer and other stakeholders. It comprises
activities, such as R&D, production, marketing and sales,?*® and, thus, includes all “processes,
capabilities, resources and channels through which an offering is created and delivered to the

customer”?%°, Value capturing refers to the revenue model and defines how a firm appropriates
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some of the total value created.?®® Finally, the value proposition describes the value a firm’s

product or service creates and for what customer segment.2%2

Scholars investigating new business models in emerging markets have found that these business
models either represent low-cost replications of established business models targeting
developed markets or entirely new business models, which specifically create value for
customers situated in low-income environments.?®® One successful example of a low-cost
business model embodies the Aravind Eye Hospitals, which adopted a “McDonald’s business
approach” reaching a scale that allows them to conduct as many as 60% of the number of eye
surgeries that the UK’s National Health Service conducts each year, but at a fraction of the
cost.?* Reseachers argue that the main lever for frugal business models lies in the firms’ R&D
and in how efficiently they organize their value creation activities to achieve substantial cost

reductions.?%®

Others accentuate the relevance of strong value propositions in the context of emerging markets.
For example, Winterhalter et al. investigated business models for frugal innovation in the
medical device sector in India and found that innovating firms need to create multiple value
propositions at the same time to gain legitimacy.?® Similarly, others suggest that business
models in resource-constrained environments not only need to create value for the individual
customer, but also for firms, people and the social environment.?%” In sum, research on business
models adopts a more comprehensive perspective on the development of new products and

services by pointing to different activity areas necessary to achieve a certain value proposition.
2.5.6 Service Innovation

Service innovation research in emerging markets is still at an early stage. Yet, more recently
few studies have begun to unearth the specificities and differences in the nature of service
innovation processes in emerging markets.?% For instance, Alam compared the implementation

of formalized NSD models and the underlying innovation practices among financial service
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firms in the USA and in India, and found significant cross-national differences.?®® Notably,
firms paid attention to different process stages. The authors explain that the differences in the
interaction between customers and front-line personnel in both economies explain the variance
of attention on different process stages. In another empirical study, the launch of a new mobile
money service in Kenya is examined, based on five phases NSD process model: value creation,
value delivery, value capture, value defense and value sustainability.?”® Furthermore, Anand et
al. studied four cases of service innovation in the Indian insurance industry and identified seven
context-specific service innovation processes: demystification, technologization, bundlization,
indigenization, retailization, commoditization and segmentation.?’* They argue that these seven
processes serve as generic responses to three issues firms typically face in the emerging market
context: management of meaning and values, accessibility and affordability.?’? Similarly,
Srivastava et al. shift the attention from the stage-based models to examining the value creation
process of sustainable telemedicine healthcare service delivery models for the rural population
in India.?”® Adopting a service-centric view, they focus on value-creating resource
configurations, consisting of three interactional resources (knowledge, technology and
institutions), to deliver this digitally enabled service, which is affordable and accessible for the
end users.2’* They underline that the anatomy of resource configurations changes across the
three distinct stages of service innovation evolution. These empirical studies provide evidence
that the service innovation process in emerging markets differs from that in more developed
countries and that innovating with digital artifacts in resource constrained environments
probably requires a different approach than provided by the research concepts presented above.
Finally, these studies stress to shift away from a product-centric perspective in examining

service innovation in constrained environments.
2.6 Summarizing Thoughts and Criticism

Constraint-based innovations have in common that they are low-cost and easy-to-use solutions
tailored to the needs of resource-constrained customers. Other scholars state that products
targeting emerging markets need to be affordable, accessible, acceptable and available (“the

Four As”) to become viable solutions in resource scarce environments.?” Similarly, a recent
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comparison and consolidation of recurrent features across these various constraint-based
innovations has revealed that products targeting emerging markets need to fulfill two major
product requirements, namely: ‘cost-effectiveness’ and ‘ease-of-use’.2’® It is explained that the
low income of the target customers requires products to be cost-effective and low-priced, but
still of high quality. In addition, new products need to be easy to use mainly due to the high
levels of illiteracy.?”” While there seems to be agreement about the key outcome variables of
constraint-based innovation, much less is known about the process and innovation activities

necessary to achieve these product features.

Furthermore, prior research on innovation in emerging markets appears to have extensively
focused on new product development strategies, overlooking the growing relevance of digital
technology and the emergence of service innovation.?’® Indeed, comparing across the various
innovation approaches and processes reveals that the emphasis of the research has so far been
on the idea generation, the conceptualization and the potential exploitation of physical product
innovation, largely neglecting the role of services coupled with the transformational potential
of ICTs.2”® More recently, scholars have claimed that further research in the direction of
understanding and analyzing the influence of new technological advancements, such as the
Internet, mobile telecommunications and web 2.0 on the innovation process, is crucial. They
claim a special focus on the service industry, given its dependence on IT.%° Digital technology
has transformational capabilities to improve the accessibility, costs, user engagement levels and
adoption of innovations in these markets. Due to this product-centered thinking, research
mostly concentrated on studying corporate firms and their solutions coming from sectors, such
as automotive, industrial manufacturing, telecom, electronics and healthcare.?®* The Indian

automotive industry and the case of the Tata Nano are the most favorable studies.?®?

This severe gap in the understanding of service innovation in emerging markets is unfortunate
as it might entail new strategies of how to develop and manage new services more efficiently
and effectively. As already seen in developed markets, there is a disruptive potential of digitally
enabled service innovation, as demonstrated by the illustrative cases of UBER, Airbnb,

216 Cf. Agarwal et al. (2017).

27 Cf. Agarwal (2016), p. 67.

278 Cf. Lusch & Nambisan (2015).

2% Cf. Agarwal et al. (2017).

280 Cf. Barrett et al. (2015), p. 136; Agarwal et al. (2017)
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Facebook, Google or Netflix, that facilitated and enriched social life drastically.?®® Existing
literature on innovation in emerging markets, yet, addresses this new phenomenon only in a
fragmented way, largely ignoring theoretical developments related to service innovation and

the expanding role of IT as examined in developed economies.?*

A growing number of tech entrepreneurs in emerging markets is leveraging emergent
technologies to explore new ways to deliver value to the local society.?® For instance, tech
startups in Africa are ‘hacking’ existing infrastructure gaps by leveraging digital technology,
providing Africans with access to new goods and services (e.g., mobile applications for
activities ranging from private security in Ghana to monitoring patients in Zimbabwe).?%® These
new paths of value creation may critically impact a country’s socio-economic development. So
far, only little is known about the processes and activities, more specifically, about how these
tech entrepreneurs develop and implement digitally enabled service innovation in institutionally

deficient and resource scarce environments to create value for society.

In sum, the theoretical discourse on innovation strategies and practices in emerging markets
appears to be linked to the past and is still synonymous to a sole focus on new products.?®’
Hence, these existing models of constraint-based innovation are based on a goods-dominant
(G-D) logic, in which a firm’s manufactured good is the source of value creation.?% Capturing
these considerations, coupled with the transformational capabilities of IT, suggests the need for
a better understanding of digitally enabled service innovation in the context of emerging
markets. This is important to gain a better understanding of the potential impact of IT
capabilities in these environments and of how people experience and innovate with service
innovation under conditions of scarcity. Meanwhile, research in developed markets has
provided further nuance to the understanding of service innovation and the role of digital
technology by applying a service-centered perspective to service innovation, which will be

introduced in the next chapter.
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3 ADOPTING THE S-D LOGIC AS A RESEARCH
PERSPECTIVE

This chapter shifts focus to the S-D logic (3.1), embeds and defines the term service innovation
(3.2) and explores the core dimensions of service innovation (3.3). Special attention is also paid
to the technological dimension of service innovation (3.4). The remainder of this chapter sheds
light on formalized and non-formalized service development approaches to describe practices
of how to develop and implement novel services successfully (3.5). This chapter terminates
with summarizing thoughts on service innovation research and the formulation of the

overarching research question (3.6).
3.1 Principles of S-D Logic

In the recent years, service and marketing scholars have introduced a service-centered approach
to value creation, broadening the service innovation research to encompass new logics of value
creation, largely triggered by the diffusion of ICTs. Prior research underscored the relevance of
dominant mental models or institutional logics?®® when individuals assess new opportunities
and associated payoffs.?® For a long time, the dominant mental model that shaped how
innovation actors made decisions and pursued actions has been the G-D logic.?®* As above-
mentioned, the research on innovation in emerging markets is largely conceptualized through a
goods-centered perspective, where the major focus of innovation is directed on the development
and provision of new tangible products to the underserved segments of the population, and
where services are viewed as being an alternative of a product. Hence, the produced and
delivered goods are viewed as the major source of value creation, what reflects a G-D logic of

innovation.

This G-D perspective has its roots in the classic economic doctrine as suggested by Smith?%2,
which focuses on the surplus production of tangible goods that could be exchanged for national
wealth. Resulting from this push-based philosophy, the G-D logic conceptualizes value creation
as the production and distribution of tangible goods in the market, usually resulting in an
exchange of goods and money. The G-D logic also views producers and consumers as distinct

289 Cf. Friedland & Alford (1991); Lounsbury & Crumley (2007).
290 Cf. North (1994), p. 362.

291 Cf. Lusch & Nambisan (2015), p. 156.

292 Cf. Smith (1904).
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entities with divergent roles in the value creation process.?®® Here, the customer is seen as a
passive recipient of value, whereas value creation is often viewed “as a series of activities
performed by the firm”2%, This view of natural or manufactured physical products as the basic
unit of economic exchange was appropriate when Western societies entered the Industrial Age

and the primary focus of interest in research was on manufacturing.?%®

In contrast, in the S-D logic the roles of producer and consumer in the value creation process
are not distinct but intertwined.?®® The focus here is on understanding the needs and
requirements of the service consumer and the offerings of the service producer who aims at
creating something beneficial for the customer. This pull-based philosophy adopts a user-
centric perspective, where value is created in collaboration with the customer through mutual

interactions.?%’

Furthermore, the S-D logic views what a firm does not primarily as the production and provision
of physical goods but rather as the “exchange of service”?®® 2% This view is based on the
fundamental idea of the early economist Frédéric Bastiat who argued that the foundation of
economic science are, on the one hand, people who have certain ‘wants’ and seek for
‘satisfaction’, and, on the other, “the efforts of others who have the skills and competencies to
fulfill those ‘wants>*%, In this sense, value was regarded as the ... comparative appreciation
of reciprocal skills or services that are exchanged to obtain utility; value [means] ‘value in
use’*%!, as Vargo & Lusch state. Consequently, the S-D logic directs attention at the process
of serving rather than at producing and providing a tangible product.3° The S-D logic also holds
the premise that value is interactively co-created with the customer, who subjectively and

phenomenologically determines the value, when using the service.3%

Furthermore, the S-D logic also reconceptualizes the concept of resources by differentiating

between operand and operant resources. It considers operant resources, which represent the
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physical and mental skills of individuals, as most important resources for value creation.*** This
stands in contrast to the G-D logic which is focused on the exchange and exploitation of static,
tangible operand resources (e.g., raw materials). According to S-D logic, operant resources
(e.g., knowledge and skills) are more valuable because they are able to act on operand resources
to create value. This concentration on intangible resources in the S-D logic framework is
grounded in the RBV,*® more specifically in the competence-based perspective, which
illustrates that knowledge and skills are the basis for building competitive advantage.®® It is
namely argued that a firm needs to possess specific competences in order to exploit its resources
in a way to achieve its strategic goals.®®” Consequently, competences only encompass those
activities which are intentionally executed to achieve a determined objective.3® In the S-D
logic, the shift to operant resources emphasizes the fundamental role of intangible resources for
NSD. Overall, moving to S-D logic requires a shift in mindset of how value is created.®®® The
next section will provide the S-D logic-based definition and further theorization of service

innovation.
3.2 Definition of Service Innovation

Academic discourse on service innovation is still at an early stage and has not yet reached a
consensus.?1% According to Coombs & Miles, service innovation studies have employed three
different perspectives to conceptualize and analyze service innovation.®!* First, the assimilation
perspective de-emphasizes the differences between product and service innovation and adopts
methods of NPD to NSD.3'? In contrast, the demarcation perspective views service innovation
as a special case of innovation and as explicitly different in nature and character from product
innovation, in often being less formally organized, more incremental and continuous.®®® This
view suggests that the prevailing theories of product innovation that follow a technological
trajectory do not adequately explain service development in service organizations.®* More

recently, a novel, third perspective emerged, building on the S-D logic to value creation,
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criticizing the aforementioned conflicting perspectives and proposing an integrative perspective
that is broad enough to encompass both service and product innovation.3%®

This latter view takes into account that the phenomenon of service innovation has in the
meantime grown beyond the service industry and has also increasingly become an equally vital
phenomenon in the manufacturing sector. Traditional producers are bringing new product-
service offerings to the market and engage in efforts to continuously extend their service
portfolio to sustain their competitive advantage. For example, Rolls Royce developed a holistic
product-service system in which they produced and retained ownership of the engines and
offered to customers a managed service based upon a new business model denoted as “power
by the hour”.31® As services often involve some form of product or artifact to provide a holistic
value proposition, some scholars argue that distinctions between products and services are no

longer worthwhile.3Y

From this integrative perspective, goods and services are not alternative forms of products.
Rather, the goods (tangible resources) are the tools or distribution mechanisms that aid directing
service provision. The focus is on specialized competences, such as knowledge and skills
(intangible resources) that are applied through deeds, processes and performances to create a
benefit for another entity.31® Service, then, represents the general and universal case of the
exchange process and is to be seen as the point of departure for value creation.*® This
transcending, integrative perspective, which is based upon a service-centered worldview,
provides a multidimensional view of innovation. This also reflects a neo-Schumpeterian
understanding of service innovation, emphasizing that economic development is driven by the
introduction of new resource combinations, that are economically more viable than existing

solutions.3%°

Departing from this integrative view, service innovation can be defined as “the rebundling of
diverse resources (both tangible and intangible) that create novel resources that are beneficial
(i.e., value experiencing) ... to some actors in a given context”.*?* This definition stresses that

creating value for another actor (e.g., the customer) is the key goal of developing and offering
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a new service. Value creation thereby is a process through which the user becomes better off in
some respect®?? or which increases the customer’s wellbeing.*® Enhancing the conditions of a

324 physical®®® or psychological®?®

customer may, for instance, refer to the user’s goods
condition. In addition, the definition emphasizes that value creation is a context-specific
phenomenon, which depends on multiple contingencies given in a societal setup. It seems that
this aspect is particularly important for the context of this study, as the distinct conditions
prevalent in emerging market economies are expected to have important implications for the
process of service innovation and its value proposition. As the purpose of this study is to
examine practices and competences related to the development and implementation of a digital
service innovation, that creates value for the local customer (the beneficiary) in the special
context of emerging markets, this broadened definition of service innovation appears

appropriate for the remainder of this study.
3.3 Dimensions of Service Innovation

For operationalizing service innovation, many scholars®? organize their conceptualization and
research around den Hertog’s four core dimensions: service concept, customer experience,
service delivery system and technology (Figure 2).32 The service concept builds the core of the
service because it involves the discrete value proposition in terms of what is delivered to the
customer.3?° Many new service concepts are combinatory in nature. This implies that they
combine elements or functions of services that exist separately or as part of other services in a
new combination or configuration that is valuable to the customer. One example is the bundled
offering of telecom providers that integrate various services, such as telephone, broadband

access and TV.330

Customer interface innovation refers to new ways of interacting with the customer and the

integration of new interfaces through which customers can experience the new service offerings
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Figure 2: Four-dimensional Model of Service Innovation
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Source: Reprinted from den Hertog (2000), p. 495.

in a different way. Mostly, innovation in this dimension is associated with variations on the
implementation of ‘self-service solutions’. The various generations of digital money and
electronic banking ranging from the introduction of ATMs to the use of mobile phones in
combination with cloud computing, data analytics, encryption and storage are examples of an
innovation where the “customer-interface dimension” is dominantly present.3** Financial
transaction, such as payments, transfers and receipts, do not have to occur in the physical world
anymore, e.g. through interactions with the banking personnel, but are shifted to the digital

world.

Service delivery innovation primarily describes changes in the way employees perform their
work in delivering services.®* A new form of service delivery often requires changes in the
organizational structure and other human resource management skills, and thus involves

changes of the service system.333

In addition to personnel and organizational structures, technology has been regarded as a key
resource and an enabler for service innovation. In these traditional approaches, ICTs are
conceptualized as technological instruments in the service delivery process, which enhance the

productivity and efficiency of service firms.3* Today, digital technology is increasingly
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embedded in the very core of the products, services and operations of many companies from
different sectors. Everyday tangible products, such as TVs, watches and cars now have
embedded software-based digital capabilities.33® Theorists, thus, stress that digital technology
has a fundamental and transformative role as it allows new (re)combinations of digital and
physical components to produce new solutions.®* The rapid diffusion of mobile computing
technologies, especially the Apple and Android mobile operating systems, social media
platforms and cloud computing services, continuously unveils new potentials for innovation.
Bouwman & Fielt stress that the technological advancements in ICTs have been key enablers
to numerous service innovation, that would otherwise be not available.**” For example, the
interplay of telemetry, sensors, the Internet, mobile networks and computing have made it
possible to offer new services (or resource combinations) in the transportation industry. The
fundamentals of urban mobility are changing rapidly. Uber and Lyft are becoming ubiquitous
around the world and new modes of mobility, like carsharing (e.g., Car2Go) and scooters, are
on the rise. The conversation is increasingly trending towards mobility as a service, in which
access to vehicles largely replaces ownership. As a result, the pervasive adoption of innovations

with digital technologies are radically changing the nature of services.3®

Overall, research around these four dimensions of service innovation acknowledges that
innovation can refer to every single dimension or a combination of them, depending on the
nature of the individual service, the degree of change and novelty introduced.®*° Sometimes,
innovation in one dimension may also trigger changes in other dimensions within and across
firms in a sector. One prominent example is the diffusion of video-recording equipment, which
allows individuals to watch movies in their homes instead of going to a movie theater (service
concept and client interface). But this change required movie distributors to utilize new service
delivery media (e.g., VHS tapes, DVDs) provided through new delivery channels, such as video
stores or online streaming services (service delivery system and technology).*° It is obvious
that ICTs have a fundamental and transformative role as resources in service innovation.3#
These dramatic shifts suggest new ways of understanding the interplay of digital technology

and service to develop new knowledge about digitally enabled service innovation in emerging
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market economies. As the overwhelming number of available information technologies with
complex inter-relationships continuously grows and creates confusion about what is meant by
technology or ICTs, the next subchapter briefly characterizes the key features of digital

technology.34?

3.4 Key Characteristics of Digital Technology

To better understand this transformative role of digital technology it is important to scrutinize
some major characteristics of digital technology and digital innovation. These include the

layered architecture, convergence and generativity, and will be described in the following.
3.4.1 The Layered Architecture of Digital Technology

First, according to the conceptualization as suggested by Yo0o0®®, digital technology is
characterized by a layered architecture (Figure 3), consisting of four distinct layers: devices,

networks, services and contents.3*

According to Yoo, the device layer can be further divided into a physical machinery layer (e.g.,
computer hardware and phone) and a logical capability layer (e.g., operating system). The
logical capability layer provides the control and the maintenance of the physical machine and
connects the physical machine to other layers.>*® The network layer is similarly divided into a
physical transport layer (including cables, radio spectrum, transmitters and so on) and a logical
transmission layer (including network standards, such as TCP/IP or peer-to-peer protocols).
The service layer deals with application functionality that directly serves users as they create,
manipulate, store and consume contents. Finally, the contents layer includes data, such as texts,

sounds, images and videos that are stored and shared.>*

Indeed, with the rapid penetration of mobile networks and smartphones, the role of mobile
services has become increasingly relevant for value creation.®*’ Mobile services typically
appear in the form of apps on smartphones that are enabled by technology platforms, like
Apple’s i0S or Google’s Android. These technology platforms or mobile operating systems
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Figure 3: The Layered Architecture of Digital Technology
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Source: Adapted from Yoo et al. (2010), p. 726.

have been foundational for the success of apps, such as Uber or Airbnb and relevant for the
emergence of music apps (e.g., Spotify) or payment apps (e.g., PayPal).*® A mobile service is
independent of time and place. It can be accessed via mobile devices which are connected to a
mobile or wireless network®*® and they involve intense interaction between the customer and
the service supplier’s system.®® The customer interacts with the service provider via the
smartphone interface through which information are exchanged to co-create value.®! In this
sense, smartphones are not only digital gadgets but rather are the distribution mechanism or
medium for service provision.®*? Mobile services, thus, can be considered as an example of
digitally enabled service innovation. They are enabling innovative business models that can

also help overcome barriers to provide affordable and self-sustainable social services.
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Delivering social services in the emerging market region is usually constrained by the inability
of end users to pay high access costs and the lack of basic institutional infrastructure for efficient
service provision. In recent years, investors and social enterprises have increasingly leveraged
the large area coverage of mobile networks and key mobile services, such as messaging, mobile
money and message to message (M2M), to deliver scalable and commercially viable services.
In contrast to developing physical products, developing mobile service innovations also
involves substantially lower development costs.®>® Especially, local startups are increasingly
leveraging these technologies to hack infrastructural gaps and to provide people with greater
and more efficient access to new goods and services. This presents an opportunity for
governments, development organizations and private sector players to generate greater social
impact using mobile-enabled solutions, as can be seen in an increasing number of cases.®*
Mobile networks are fundamental enablers because they link mobile devices to the Internet, so
that users can access diverse content providers, while content providers can get access to
billions of people around the globe at very low costs.®* Global platforms, such as Facebook
and Google, which benefit from getting people on board, are investing in satellites and other

technologies for spreading the Internet to the poorest parts of the world.>%

In sum, the four layers represent distinct design hierarchies, this means that the individual
design decisions for a specific layer can be made with a minimum consideration of the standard
interfaces of other layers.®” As a result, service designers and software developers can focus
on one particular layer and pursue combinatorial innovation by connecting components from
different layers using a set of protocols and standards to create new digital services, while
relying on other designers to provide the necessary functionality of other layers.>® In
consideration of the underlying research purpose, which involves understanding how
innovators develop and implement digitally enabled services, the focus is primarily on the
development of new service and content layers in emerging markets, enabled by the rapid
diffusion of affordable cellular and smart phones (device layer) and the expansion of the mobile
broadband network (network layer).
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3.4.2 Convergence and Generativity

Furthermore, digital technology produces innovations characterized by convergence and
generativity.>*° Convergence, for example, implies that digital technology can aggregate
previously separate experiences, such as broadband Internet, phone and TV services, into one
new comprehensive service offering provided by a single company. Convergence can also mean
the bundlization of multiple performances provided by a single device. For example, a
smartphone provides different functions, such as voice call, camera, music player, wallet and
many other capabilities that a user could possibly need — all combined in a single device.*®°
Hence, digital innovation is in a state of constant flux and reconfiguration, that transforms its
value and utility dependent on the shifting functional relationships and interfaces with other
artefacts across contexts.>®* Yet, the focus is not on a single company but rather on the network
of heterogenous actors, such as companies, users and institutions, that engender digital
innovation through the dynamic, messy and ambiguous interactions among them in a constantly

shifting ecosystem.362

Generativity describes the adaptability and modification capability of digitally enabled
innovation. It can also be understood as the (re)programmability of digital artefacts, which
make it possible to separate the semiotic functional logic from the physical device that executes
these functions.®%® Hence, both designers and users can reprogram the system’s functionalities
by continuously adding new services or value-adding features,%* even though the product or
service has been already designed and introduced into the market. This “procrastinated
binding™*®® implies that digital innovation is inherently dynamic and malleable. They lack the
plenitude and stability afforded by traditional items and devices, making innovation outcomes
“intentionally incomplete”%®. An illustrative example is the Apple iPhone with its 1.96 million
available apps. Based upon its iOS platform, third-party developers can continually create new

mobile apps®’ and thereby change the value of the physical device.®®® As a result, digital
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platforms have become a key trait of digital innovation.*®® Eventually, these platforms enhance
generativity®”® as they act as building blocks upon which other firms can develop
complementary products, technologies and services.®’* Furthermore, digital technology
promotes generativity because it generates an unprecedented volume of digital traces as by-

products — as reflected in the popular idea of “big data”.

Overall, digital innovation can be described as having an ambivalent ontology,*? being

intentionally incomplete and perpetually in the making,®”

creating unprecedented dynamics
with both opportunities and challenges for the NSD process. All four service innovation
dimensions, thus, are permanently in the development phase, as technological possibilities
continually change. Expectedly, the innovation process is characterized by a high degree of
flexibility, shifting from discrete and solid to a liquified process stages. Indeed, researchers
argue that the distinct characteristics of digital innovation substantially change the way how
innovators will develop new services, business models and even organizational forms.** The
existing NSD literature provides two dominant approaches to service development, as will be

presented in the following subchapter.
3.5 New Service Development

Developing new services can be defined as the set of activities, actions, tasks and evaluations
that move a project from the idea stage through to launch.3”® Prior studies brought forth two
major approaches of how to develop and implement service innovation. The first approach
conceptualizes the NSD process as a structured, systematic and sequential procedure, while the

second approach views the process as less formalized, emergent and interactive.3’
3.5.1 Formalized New Service Development

Having a formalized NSD process is often considered one of the key success factors for service

innovation.®’” The formalized view of the service innovation process is to a great extent inspired
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by NPD research.®”® Indeed, many NSD models have been based on a well-studied model of
NPD, such as the sequential NPD approach, developed by the management consulting firm of
Booz, Allen, and Hamilton,*”® or Cooper’s stage-gate NPD model.3®° As these process models
were considered successful in NPD, they were thought to naturally prove successful in the
context of NSD.®! The rationale behind structured process models is that formalization
increases effectiveness and efficiency of the NSD process, which is positively associated with

the success of the service innovation.¥ Figure 4 provides a generic version of the NSD process.

Systematic process models in the NSD literature mostly comprise four basic stages: design,
analysis, development and full launch.®® The design stage involves generating and screening
new service ideas that are based on the market needs and consistent with a firm’s strategic goals.
Typical idea generation methods applied in this stage include brainstorming, product checklists
and scenario analysis. In the analysis phase, the business attractiveness of the ideas is measured
by assessing the project’s potential return on investment and the likelihood of achieving the
defined objectives. The development phase comprises both service concept development and
testing. In addition, it also includes the conceptualization of the delivery system, marketing
program, training operational and frontline personnel and incorporating user feedback.
Eventually, the launch stage introduces the new service to the target market, and the post-launch
review measures the service performance and modifies the project if necessary.®* The first two
stages, design and analysis, are also referred to as the planning phase of the NSD process, while

the final two stages, development and launch, are considered as the implementation phase.

The expertise in both phases of the NSD process is regarded as an indicator of NSD

competence.®®® Previous studies have empirically shown that the formalization of tasks
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Figure 4: New Service Development Process
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Source: Adapted from Booz, Allen and Hamilton (1982); Zeithaml & Bitner (2003).

involved in developing new services can lead to higher number of innovations, shortened

development time and higher turnover and, as a result, improve a firm’s overall performance. 3%

While proponents of the formalized view argue that a high degree of process formalization has
a positive impact on effectiveness and efficiency, it can also impede creativity and lead to less
innovative services.®’ Formalized models of the service innovation process have in common
that a service is regarded as output® or as a kind of good*®® with embedded value, and where
customers and others do not play a role in the value creation process. This stands in contrast
with the fundamental premise of the S-D logic, which assumes that value-creation occurs
through a co-creative effort, in which customers®® and frontline personnel®®! make a significant
contribution to value creation. As the focus in formalized models is on value creation performed

by the firm, some researchers think formalized NSD models to not fully capture the dynamic
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50

and iterative processes of customer-supplier interactions, overseeing the interactive role of the
customer in actual service provision.3¥? One exemption is the interactive model developed by
Johnson et al. This model reflects the iterative processes of NSD and factors in the feedback
loops. Furthermore, this NSD process cycle stresses the non-linearity of the NSD process and
incorporates enablers, such as teams, design tools, organizational culture, which together
facilitate the design or redesign of the service delivery system.3%

Another point of criticism is that the current knowledge on NSD is derived from studying large
organizations with a relatively stable resource base. This means, that formalized service
innovation process models build on the implicit assumption that firms access the necessary
resources, recombine them and eventually convert them into new services. Hence, these models
neglect situations in which organizations or entrepreneurs face severe resource constraints.
Witell et al. argue that under such constraints, a formalized NSD process might be
counterproductive and, thus, the authors suggest adopting a capability view to examine and

explain service innovation in resource-constrained environments.3%

3.5.2 Non-formalized New Service Development

The alternative view, which is beginning to receive more and more attention, adopts a practice-
based perspective on the development of service innovation.®®® It assumes that service
innovation processes are characterized by a low degree of formalization, and that they are
explorative, flexible, emergent,3®® unplanned®®” and often conducted as ad-hoc problem-solving

activity to respond to a particular issue.>%

It has been also acknowledged that the overall design
of innovation processes is contingent on the context in which that process operates. In this vein,
Cormack & Verganti propose that under conditions of certainty a formal stage-gate process is
effective, whereas situations with low or no certainty require a process with a higher degree of
flexibility.3%® The non-formalized view takes into account the impact of malleable and flexible
information technologies on NSD models, which seem to break down the boundaries between
the discrete stages of formalized service innovation process and create greater overlap in their

temporal evolution. Proponents of the non-formalized view state that a practice-based
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perspective appears to be more adequate for capturing the bottom-up, emerging, multifaceted

and serendipitous nature of service innovation.*%

A practice can be understood as the routine activities, techniques and sense-making frameworks
that people carry out and use in a particular context. According to Reckwitz, a practice can be
defined as routinized type of behavior, which involves bodily and mental activities, objects and
their use, background knowledge, know-how and states of emotion.*®* This means that the
notion of practice does not merely involve physical or mental skills, but rather needs to be
regarded as the active integration of objects, meanings and forms of competence. For example,
the practice of Nordic walking can be described as an interweaving of competence and skills
(how to do Nordic walking), symbolic meaning and images (what it means to do it) and objects
(the material stuff that is part of doing it).*° Similarly, any new service can be regarded as a
new practice, as it often entails the implementation of an entanglement of activities, bodies and
artifacts,*%® enacted through other practices by some individuals in a certain setting. The focus
is often, how new practices are established as taken-for granted practices through diffusion, yet
little is known through which practices new practices in a social system have been
established.*%* This practice-based perspective appears adequate for the purpose of this study
to explore new service development activities and practices in resource-constrained

environments.

One practice that has recently been found relevant in the context of NSD occurring under
conditions of resource scarcity is the concept of bricolage. It is based on the assumption that
the development of a new solution is an explorative problem-solving activity that creates
structure using the resources at hand, as already stated in Subchapter 2.5.4.4% Bricolage takes
advantage of opportunities by combining existing resources.*®® Witell et al., for instance,
conceptualize bricolage as a set of four capabilities: “addressing resource scarcity actively,
making do with what is available, improvising when recombining resources, and networking
with external partners.”*%” It can be seen as a way of innovating by “muddling through”4%,

requiring dynamic actions and flexible decision-making and thus appears interesting for
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settings, where innovators face severe resource constraints. In the context of digital innovation,
scholars advocate for the adoption of a practice perspective, because it is regarded as the
appropriate level of analysis to capture the complexity of digital innovation.*®® More

specifically, some scholars stress the practice of design in creating service innovation.*°

Literature often defines design narrowly, namely as a distinct stage in the service innovation
process, which comes before prototyping, business model analysis and implementation. The
practice of designing services, in turn, has gained increasing attention, especially in view of the
new value creation logics as exemplified by companies such as Google, Uber and Airbnb.
Increasingly, design and design thinking are often viewed as foundational to innovation
processes in the digital age. In particular, the design thinking approach is considered an
influential human-centered practice to problem-solving. Moreover, it is viewed as a helpful
instrument for innovation in contemporary business but also in engaging with a wide range of
services and in addressing social problems.*! It typically represents an iterative process that
moves from exploration, generating insights on end users, rapid prototyping, concept
development and interpretation of unexpressed and latent needs.**? As a theoretical extension
of design thinking,*** Kimbell introduced the concept of “designing for services*'. In this
approach, design is viewed as a context-specific accomplishment involving multiple actors
from diverse domains that recognize the role of digital artifacts and other relevant practices.
For example, the mobile service innovation M-Pesa highlights that the service was enabled
through a wide range of emergent practices performed by a wide range of actors, including
users, network agents and producers, resulting in a novel socio-material practice.**® In this vein,
Calabretta states that design practices are becoming progressively more essential, resulting in

the need to integrate design with other business functions.*¢

Overall, the creation of digital services has become a major source of competitive advantage
for companies from all business sectors to compete in the digitalized economy. Lusch &
Nambisan, therefore, claim that: “Service innovation in the Digital Age™*'’ requires new

frameworks to explain the potential impact of IT capabilities on how people innovate with
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services. This claim finds support through the assumption, that a practice perspective can help
to see innovation not only as a one-off moment, but rather as a continuous and ongoing process
of something people do and enact in an ongoing mode.**® Formalized models, on the other hand,
have the key advantage that they provide a holistic picture of the service innovation process
and serve as relevant managerial tool. Yet, they say little about how service innovation takes
place at the micro-level and even less how service innovation processes find their way through
under severe conditions of scarcity as prevalent in the emerging market context. So far, only
little attention has been devoted to this latter question of how new digital services are developed
and implemented in the context of emerging markets, settings which are characterized by
substantially different context conditions. This severe gap builds the key motivation of this

study to shed light on this particular question.
3.6 Summary

All in all, the research literature posits the role of digital service innovation as increasingly
prevalent, complex and impactful and gaining in relevance for both developed and emerging
market economies. Technological advancements in information systems and mobile
telecommunication substantially changed the way of interacting with users,*'® while also
providing unprecedented opportunities to create value, develop solutions cost-effectively,

improve accessibility and establish creative business models.*%°

Transformative new services in emerging markets, such as M-Pesa, show that such an increased
penetration of the Internet, mobile telecommunications and the Web 2.0 demonstrate the
transformational capabilities of technology and its implications of creating new service
experiences and realities in the social lives of human beings. The impact of these solutions
might be magnified due to the high leap-frogging potential, bringing people in contact with

state-of-the-art solutions and artefacts of modernity.

Yet, while research offers various approaches to managing innovations in emerging markets in
general, little is yet known about how innovators innovate with digital technology to create new
services that improve the situation of local customers. To address this severe gap, this study

suggests adopting the contemporary S-D perspective, which provides a broadened
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conceptualization of service innovations, and which focuses on the capabilities, practices,
resources, knowledge and skills to develop a new service (a new resource) for the beneficiary.

Creating a better understanding of how innovators innovate with digital technology, artefacts
of modernity, in an institutionally difficult and resource-scarce environment, is not only of
practical and theoretical value, but also of ethical relevance, because digital service innovation
can trigger large-scale societal improvements, as exemplified by the emergent examples of
mobile payment services across sub-Saharan Africa. Yet, there is limited insight in the activities
and emergent practices performed to develop and implement these services and what kind of
value is delivered. This study, therefore, seeks to expand and build on the understanding of the
nature and management of constraint-based innovation from the S-D logic perspective that
takes into account the transformative role of digital technology by exploring the central research

question:

How do innovators develop and implement digital service innovations in the context of
emerging market economies?

This research endeavor will be guided by the following sub-questions:

- What are the constraints that innovators encounter along the service innovation process?
- What activities and practices do innovators adopt to develop and implement digital
service innovation in emerging markets?

- What kinds of value are created through these practices?
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4 METHODOLOGY AND RESEARCH DESIGN

This chapter presents the methodological approach that is employed to answer the research
question. Since the method selection is derived from the paradigm, Subchapter 4.1 briefly
discusses three dominant paradigmatic positions. Afterwards, quantitative and qualitative
methodologies (4.2) are outlined to justify the research method for this study. As the case study
research provides the frame for conducting the research, Subchapter 4.3 describes the case
design, the overall research procedure, the research context, the case selection process and
presents the selected cases. After that, the applied data collection methods are portrayed (4.4),
followed by the description of the different phases of data analysis (4.5). This methodological

chapter terminates with the discussion of the quality criteria (4.6).
4.1 Paradigmatic Positions

A research paradigm comprises the researcher’s set of philosophical assumptions (explicit or
implicit) about the nature of reality and how the knowledge about it can be acquired. These
assumptions, or basic beliefs, are the core components of different research paradigms which
influence the choice of the research method.*?* Most important in this regard are the ontological,
epistemological and methodological beliefs of the researcher. The ontological assumption states
what kind of reality from the perspective of the researcher exists: a singular, objective reality
or multiple socially constructed realities.*?? The epistemological assumption refers to “... the
nature of knowledge and the process by which knowledge is acquired and validated”*?%. A
researcher’s ontology leads to certain epistemological beliefs, specifically if people should be
studied from an objective perspective to discover “how things really are” or whether there is a
need to understand phenomena in their contexts. Thus, it examines the relationship between
knowledge and the researcher. The methodological assumptions are more specific and practice-
based than the questions concerning epistemology and describes how the researcher discovers
knowledge in a systematic way. It is the ... strategy, plan of action, process or design’*?* that
informs one’s choice of research methods. The chosen methods are the specific tools for data
collection and data analysis including questionnaires and open-ended interviews. The choice of

research methods depends on the design of the research project and the researcher’s theoretical
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mindset. Literature often differentiates between three major research paradigms: (1) positivism,

(2) post-positivism and (3) interpretivism, which will be briefly reviewed.

Positivism. Positivists adopt the stance of realism and assume that there is only one objective
verifiable reality, that exists independently of humans. Inspired by natural sciences, positivists
come in as objective observers to study social phenomena as features of social reality that are
assumed to be governed by certain laws.*? Positivists are concerned with proposing and testing
hypotheses about cause-effect relationships between social phenomena, which are confirmed
or rejected depending on the results of statistical analysis. To do so, positivist researchers gather
quantitative data which is then analyzed to formulate a theory to illustrate the causality between
social phenomena. The major goal is to gain a predictive understanding of incidents in the real

world.*?®

Post-positivism. Post-positivism emerged as a critique to the positivist paradigm, and
“straddles both the positivist and interpretivist paradigms”*?’. Post-positivist researchers
assume an objective reality “... to exist but to be only imperfectly comprehensible because of
basically flawed human intellectual mechanisms and the fundamentally intractable nature of
phenomena’*?®, The ontology of post-positivism is one of critical realism. It assumes that it is
possible to approximate (but never fully know) reality, and it recognizes that the researcher’s
beliefs, background knowledge and values can influence what is being observed. Post-
positivists consider scientific findings as temporary until they have been falsified because
reality can only be known through probabilities.*?° Falsifying prior hypotheses or contradicting
previous knowledge is the basic task for post-positivist researchers. Falsification is a very
rigorous test to which scientific findings can be subjected. Post-positivist research, hence, draws
on multiple methods to capture as much of reality as possible as, for example, applied in mixed

method studies.*3°

Interpretivism. Interpretivists reject the notion of a single, objective reality or knowledge,
which exists independent of human senses.**! Instead, interpretivists believe in socially

constructed multiple realities. From this stance, truth and reality result from an active
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constructive process,**2 whereby individuals interact with one another and ascribe meaning to
different social phenomena.**® The researcher is not ‘detached’ from the subject being studied,
instead he/she is part of the social reality being investigated.*** Interpretivism does not aim at
discovering universal, context-free knowledge, it rather tries to understand the multiple
interpretations of individuals about the social phenomena.**® To do so, interpretivists mostly
collect qualitative data from participants (e.g., through interviews, observations, field notes,
personal notes, documents etc.) over an extended time-period, as in ethnography and case
studies, and adopt an inductive approach to analyze the data. The goal is to discover patterns in
the data by analyzing words, statements and events which can be systematically reconstructed
to generate theory.*%

This study does not view the three paradigms as three different ‘religions’, where one is obliged
to ... force oneself to abide by the creed of a philosophical or methodological tradition just to
avert the threat or accusation of ‘intellectual excommunication’*¥’, as Rehman & Alharthi put
it. Instead, the rational applied here is to choose a methodology and corresponding methods,

which seem adequate for the investigation of the phenomenon.

Given the overall limited understanding of service innovation in emerging markets associated
with the rapid penetration of digital technology and how entrepreneurs go about developing and
implementing these services in these environments, represents a complex social phenomenon,
which can be appropriately investigated from an interpretive stance. The goal is to understand
the multiple interpretations of individuals about this current social phenomenon. A deductive
approach appears inadequate ... to explore the complexities and conundrums***3®, associated
with the phenomenon under investigation. Yet, before the research method and research design
are presented, it is important to clarify the major strengths and weaknesses of qualitative in

comparison to quantitative methodologies.
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4.2 Methodology

Methodology is concerned with the question of how the world should be studied. It guides the
researcher in determining the set of data production techniques that will be most suitable for
the purpose of the study.**® This section briefly presents the most important aspects of
qualitative and quantitative research methodologies to justify the methodology selected for this

research endeavor.

Quantitative Research. The quantitative research is predominantly concerned with the
analysis of cause-effect relationships between pre-defined variables. A crucial step is the
development of precise hypotheses about specific relations between dependent and independent
variables and the operational definition of these variables as a necessary precondition of
empirical research. The quantitative method then tests these hypotheses for confirmation or
rejection by gathering numerical data and employing standardized statistical procedures on a
representative sample of data. The actual data analysis, thus, is a rather technical procedure. If
it is confirmed that A caused B, then a theory is formulated for wider applicability. The
attractiveness of quantitative research lies in its precision (hypotheses either supported or
rejected)**® as well as in its greater objectivity and reliability due to clear analytical techniques,
procedures and measures. High generalizability and external validity, derived from the large

statistical sample, are considered further strengths of quantitative approaches.*#*

However, quantitative researchers also often face severe criticism. First and foremost, they are
blamed for their alienation from the investigated social reality. A direct involvement in the
social world, to gain an adequate understanding of the social phenomena under investigation,
is abandoned. Hence, quantitative methods fall short when they are employed to study social
phenomena internal to the individual, and, thus, cannot capture the interpretation of the
perceived reality. Quantitative techniques are also inappropriate to account for context-bound
patterns, structures and rules that make up social life. Likewise, they are not capable of

observing social activities.*4?

Qualitative Research. Qualitative research aims at observing authentic experiences to

understand social reality. The goal is to obtain a more realistic picture of the social world, which
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cannot be recorded in numerical data. Hence, qualitative research is less driven by sharp
hypotheses and exact definitions of variables but is more concerned with the development of
propositions along the course of the research process. To do so, this approach seeks at
accurately describing, decoding and interpreting the meanings of social phenomena occurring
in their natural settings.**® The investigation, thus, focuses on the analysis of everyday
activities, or, as van Maanen puts it, on “... defined, enacted, smoothed, and made problematic
by persons going about their normal routines”**4. The data collection and data analysis are
performed in a more flexible, open and iterative process. Qualitative researchers mostly collect
verbal, instead of statistical, data, based on soft methods (e.g., interviews or case studies), which
is usually audio- or video-recorded to, as Gall et al. phrase it, ““... preserve the events in a fairly
authentic manner for subsequent data analysis™**°. The approach to analyze data is inductive,
involving interpretive techniques that produce rich results, usually presented in a narrative form.
The art of qualitative research is to deal with the enormous amount of information and to
discover meaningful patterns concealed under broad themes to understand a social phenomenon

and to generate theories.

A key strength of the qualitative method is a realistic and holistic view of the phenomenon in
its natural setting®*® and the direct involvement with the research subjects to capture real-life
experiences expressed by individuals in their own territory and in their own language and on
their own terms.*” It is also suitable for discovering and exploring new areas of research.
Qualitative research has also been criticized for being ‘soft’, incapable of generating theories
that could be generalized to larger populations (limited generalizability) and being vulnerable
to subjective interpretations of the researcher due to the interaction with the participants.

Furthermore, the research lacks fixed research designs and appears difficult to be reproduced.4®

Choosing the appropriate methodology is crucial for the success of the research.**® Considering
that this study aims at understanding the various innovation activities that innovators perform
in the context of emerging markets to develop and implement a new service successfully, an in-
depth understanding about the experiences the innovators made in these real-life environments

is required. A qualitative research approach, hence, seems to be most suitable to support this
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endeavor®® because it allows to inductively build a theory through a continuous interplay
between data collection and data analysis.**

By grounding the concept of a digital service innovation within the data sample, the theory
derived from the study is “conceptually dense”*%?, as Strauss & Corbin call it. Furthermore, the
explorative character of the qualitative research is suitable for generating new insights in the
theoretical and empirically immature field of digital service innovation in emerging markets.
Most insights in this research field provide rich descriptions of constraint-based innovation
approaches with their inherent attributes. But only little is known about the process or the
activities to achieve these outcomes, specifically by using the transformational capacities of
digital technologies,**® and, thus, research provides only limited theoretical insights into
performative activities in these environments. A qualitative research approach may address this
issue to enhance the empirical substantiation. Furthermore, the inductive character of
qualitative research allows a direct and detailed examination of innovation activities and
practices related to the development and the implementation of digital services, which

advocates a realistic ascertainment of the investigated phenomenon.*>*
4.3 Case Study Research

Case Study. Among various approaches of inquiry, this study is positioned as a case study to
address the above-formulated research question. Case study research is a qualitative method
and represents an established approach for exploring complex phenomena in areas with limited
or immature theoretical insights.*>> A case study is defined by Yin as ... an empirical inquiry
that investigates a contemporary phenomenon (“the case”) in depth and within its real-world
context, especially when the boundaries between phenomenon and context may not be clearly
evident”.*® A key advantage of case study research is that it allows holistically exploring a
phenomenon by recognizing its complexity and context.**’ Case study research is also
considered to be a holistic research strategy, covering the logic of the research design, the data

collection instruments and specific techniques to data analysis.**® Phenomena-driven research
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is also a widely accepted approach in innovation research,*° and, thus, provides the
methodological frame for this study.

According to Yin, case studies are advantageous in situations when research questions focus on
‘how’ or ‘why’ questions, when a researcher has very little or no control over behavioral events
and when the focus of the study is a complex and a contemporary social phenomenon.*®® These
three criteria are in line with the objectives of this inquiry. First, the study aims at gaining an
in-depth understanding of the diverse activities that innovators perform to successfully develop
and implement a digital service innovation in the context of emerging markets, posing the
question of ‘how’ innovators act. Second, the researcher’s control over the associated events
may be considered minimal compared to an experiment in a controlled laboratory setting. Third,
this study investigates the emergence of digital service innovation in resource-constrained
environments, which represents a contemporary complex social phenomenon that is not well

understood.*6*

A great advantage of case study research is the ability to incorporate various sources of
evidence, such as documents, interviews, videos and observations, and its flexibility to integrate
other research methods. Eisenhardt points out that case study research is particularly
appropriate in situations when little is known about the phenomenon, current perspectives seem
inadequate because they have little empirical substantiation or conflict with each other.*? As
reviewed above (see Subchapter 2.6), prior research provides only limited theoretical insights
in the nature and the process of digital service innovation in resource-scarce environments and
does not adequately reflect how digital technology is leveraged to respond to context-specific

issues.

The key objective of case studies is according to Yin “... to expand and generalize theories
(analytical generalization) and not to enumerate frequencies (statistical generalization)”*®3. The
central notion is, thus, to inductively develop a theory.*%* In this sense, the explorative and the
inductive character of the case study approach matches this study’s interpretive research

position.

49 Cf. Prahalad (2012); Viswanathan & Sridharan (2012); Benner & Tushman (2015); Srivastava & Shainesh
(2015); Witell et al. (2017).

40 Cf. Yin (2014), p. 2.

41 Cf. Eisenhardt (1989), p. 534.

462 Cf. ibid, p. 548.

43 Yin (2014), p. 21.

44 Cf. Eisenhardt (1989), p. 532.
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Furthermore, this case study also presents an opportunity to respond to several calls to provide
more phenomena-anchored research on innovation, especially considering the dramatic shifts
in the locus of innovation driven by the digital revolution. Several researchers, hence, claim
that it is necessary “... to shift from mature, deductive scholarship to more inductive and
phenomena-driven scholarship™® to explore new ideas, concepts and mechanisms that better
align with the changed innovation domain in both developed and emerging economies.*%®

Case Design. Critical to the case study design are two important steps: defining the case or unit
of analysis to be studied and determining the number of cases. These decisions guide the
investigation and determine the scope of the cases. As displayed in Figure 5, four different case
designs can be distinguished.

Figure 5: Basic Types of Designs for Case Studies
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465 Benner & Tushman (2015), p. 2.
466 Cf. Barrett et al. (2015).
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First, a case can be of holistic nature which examines only the global nature of a firm or the
embedded subcases and the units of analysis at more than one level within an overall holistic
case.*®” The holistic design is advantageous in situations where no logical subunits can be
identified. However, the problem with a holistic design is that the researcher avoids examining
specific details, and, thus, the study is conducted at a very abstract level. The key pitfall from
the embedded design is that a case study remains at the subunit level and fails to return to the

larger unit of analysis.*68

Second, in designing and conducting case studies, the number of cases needs to be determined.
There is a general distinction between single- and multiple-case study designs. The rational for
selecting a single-case design is when the case is unusually revelatory, an extreme example or
an opportunity for unique research access.*®® Single-case studies typically investigate
unexplored and complex phenomena under extreme circumstances.*’® While single-case studies
can richly describe the existence of a phenomenon,*’* multiple-case studies may provide more
robust findings because the theory is better grounded and more accurate when it is based on

multiple-case experiments.*’2

For this research, an embedded multiple-case study approach is employed. The study
investigates the service development process of six different tech startups in the transportation
sector in sub-Saharan Africa, as displayed in Figure 6 below. The focus is on the investigation
of the service development activities performed at the level of its founders and the created value,
as reflected in the anatomy of the value proposition. A multiple-case design has been selected
to develop a more in-depth understanding of the phenomenon than a single-case can offer,
because it provides more extensive descriptions and explanations of the phenomenon or issue.
This is an important feature for theory evolution, which is a major goal of this study. According
to Eisenhardt, a major strength of a multiple-case study research lies in its likelihood of
generating testable hypotheses and a new theory. Another strength is that the new theory is
theoretically valid because the theory-building process is substantiated in empirical evidence,
producing a theory which closely mirrors reality.*”® One caveat of a case study research,

however, is the intensive use of voluminous data, which may lead to a complex theory that tries

467 Cf. Yin (2014), pp. 50-55.

48 Cf. ibid, p. 55.

49 Cf. ibid, p. 50.

470 Cf. Eisenhardt & Graebner (2007), p. 27.

471 Cf. Siggelkow (2007), p. 20.

472 Cf. Eisenhardt & Graebner (2007), p. 27; Yin (2014), p. 57.
473 Cf. Eisenhardt (1989), p. 547.
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Figure 6: Multiple-Case Study Design
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Source: Adapted from Yin (2014), p. 50.

to comprise everything. A major risk is that the theorist loses the overview and oversees relevant
relationships among emergent constructs. Another potential weakness is the emergence of a
narrow and idiosyncratic theory that lacks generalization.*”* Furthermore, a key concern in
conducting case study research is the lack of methodological rigor. Thus, following systematic
procedures is important.*”> The research procedure of this study will be presented in the

following section.
4.3.1 Research Process

The research process design describes the logical sequence connecting the empirical data to the
initial research question of the study and, ultimately, to the conclusions.*’® In more practical
terms, it is the plan that, as Nachmias & Nachmias phrase it, “... guides the investigator in the
process of collecting, analyzing, and interpreting observations”*’’. This study’s research design
was guided by the research approach of a multiple-case study and divided into six main phases
(Figure 7). The research process was highly iterative, continually shifting between data
collection and data analysis.

474 Cf. Eisenhardt (1989).

475 Cf. Yin (2014), p. 19.

476 Cf. ibid, p. 28.

477 Frankfort-Nachmias & Nachmias (1992), pp. 77-78.
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In a first explorative phase, the goal was to tap into the unknown research context to gain more
certainty about some major aspects of the anticipated case study with regards to the questions
asked, the access to the data and the choice of data collection methods.*’® This phase was
particularly vital to investigate these issues and to identify eligible case candidates in the local

ecosystem for the later case selection procedure.

In the second phase of this case study’s research process, the existing emerging market and
(service) innovation literature (see Chapter 2 and 3) has been studied to define the key research
question.*”® The definition of the research question was important as it provided a well-defined
focus to collect specific kinds of data, when entering the field. During this phase, the author
also contacted some key informants at the research sites. This was helpful to establish an initial
understanding of the local context factors and key constraints in the transportation sector, which

young tech firms experienced as having an impact on their innovation activities.

The third phase comprised the selection of the case candidates. One key selection criterion that
was adopted for case inclusion was that the case candidate to be studied needed to have
implemented or was at least in the process of implementing an innovative solution in the local
environment, so that innovation activities were known to have occurred or were likely to be
observed. Contacts were established to gain relevant information for evaluation purposes. The
cases were finally chosen on the grounds of their theoretical relevance rather than their

representativeness.

The fourth phase involved the data collection. It comprised multiple data collection methods,
including interviews, observations, archival sources and artefacts from six young tech startups
located in three African economies. While the heart of the study was conducting interviews
with the founders of the companies to gain a deep insight in the service concept and innovation
activities, documentary data was included and studied simultaneously. The data collection was
based on theoretical sampling, i.e., the selection of the 16 respondents*®! was guided by their

theoretical relevance.

In the fifth phase, the collected data has been analyzed. Two major techniques to analyze the

data were combined: the multiple-case studies approach (“Eisenhardt method”’)*¢2 and in-depth

478 Cf. Yin (2014), pp. 29-30.

47% Cf. Eisenhardt (1989), p. 536.

480 Cf. Eisenhardt & Graebner (2007), p. 27.
481 See Table 5.

482 Cf. Eisenhardt (1989).
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inductive case research (“Gioia method”)*®. In the analysis process, the author, thereby,
employed various coding techniques to examine and interpret the data. Multiple iterations of
abstracting and comparing helped to translate the informant’s experiences to theoretical themes,

finally resulting in constructs grounded in theory.*8*

The sixth phase reflects the presentation of the empirical findings, supported by a data structure.
Furthermore, the case evidence was summarized in tables, while the text was organized around
the theory.*®® Even though the process is presented in a linear logic, there were many iterations
among the phases to unearth the results of this investigation. The following subchapters will
describe these phases in more detail. While the research question has been already formulated
in Subchapter 3.6, the research context of the case study will be presented next.

4.3.2 Research Context

The rapid penetration of mobile technologies in sub-Saharan Africa provided the foundation
for the development of new services. Therefore, understanding the technological developments
of this region is part of the context. Then, the focus shifts to the specificities of local

transportation sector.

The Emergence of the Mobile Economy. The rapid penetration of information and
communication networks, in particular the mobile Internet, provides a fertile ground for
innovation and growth in sub-Saharan Africa.*®® In 2018, approximately 450 million people
had a mobile subscription in the region, an increase of 20 million compared to 2017 and
representing a mobile penetration rate of 44%.%8” Around 240 million people in sub-Saharan
Africa, equivalent to 23% of the population, also used the mobile Internet on a regular base. By
2025, this figure is expected to rise to 483 million people, using the Internet, connecting them
to services in health-care, education, finance, retail and government. Mobile networks now
cover more than 90% of the total population in the region, with more than half also covered by

high-speed mobile broadband networks. &

Figure 8 displays the number of Internet users in selected African countries, as of June 2019. It
shows, for example, that Nigeria is leading the ranking with 123.5 million Internet users, while

43 Cf. Gioia et al. (2013).

484 Cf. Strauss & Corbin (1998).

485 Cf. Eisenhardt & Graebner (2007), p. 29.

486 Cf. George et al. (2016), p. 377. See Appendix 8.
47 Cf. GSMA (2019), p. 2.

488 Cf. ibid.
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Egypt (49 million users) is on the second and Kenya (47 million users) on the third rank,
respectively. The number of mobile Internet subscribers in the region has quadrupled in the past
ten years, as the technology is often the only available platform for most of the population to
go online.*® As a consequence, a large proportion of web traffic in leading digital markets in
sub-Saharan Africa originates from mobile devices. In Nigeria, one of the countries with the
most Internet users worldwide, 74% of web traffic was generated via smartphones and only
24% via personal computer (PC) devices. This is because mobile connections are priced at
lower costs and do not require the expensive infrastructure that is typically required for

traditional desktop PCs with fixed-line Internet connections.*%°

Figure 8: Number of Internet Users in Selected Countries in Africa as of June 2019

Nigeria 123,49
Egypt 49,23
Kenya 46,87
South Africa 32,62
Tanzania 23,14
Ethiopia 20,51
Uganda 18,5
Sudan 13,12
Mali 12,48
Cote d'lvoire 11,95
Ghana 11,74
Senegal 9,75
Zimbabwe 8,4
Congo Dem. Rep. 7,48
Zambia 7,25
Angola 7,08
Mozambique 6,52
Cameroon 6,13
Rwanda 5,98
Benin 3,8
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Source: Statista (2020Db).

9 Cf. GSMA (2018), p. 3.
490 Cf. Statista (2020Db).
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With this rapid diffusion of mobile technology, mobile Internet has become the preferred
platform for creating, distributing and consuming digital content and mobile services, including
those that help address various social challenges in the region. For example, the emergence of

“mobile money services”*®* has improved the lives of 400 million*?

people across Africa who
had previously been locked out of the financial system and who now have access to an
increasing array of financial services through a mobile infrastructure.*®® The expanding mobile
money ecosystem offers new opportunities for productivity and provides efficiency gains to

governments.

These opportunities of mobile-based innovations are increasingly attracting talent and
investment to the tech startup ecosystem*® in sub-Saharan Africa.*®® In the last decade, a
growing wave of entrepreneurs has launched variety of web-based ventures, ranging from e-
commerce sites and digital entertainment platforms to mobile health technologies and online

educational content.*°®

Eventually, mobile operating systems, especially Apple’siOS and Google’s Android for mobile
devices, have put the power of computers in the hands of billions of people and have enabled
millions of entrepreneurs and developers worldwide to create a range of new mobile service
apps.*®” Developing mobile service innovations is particular attractive to local innovators due

to substantially low development costs, if compared with developing physical products.*%®

Over time, business incubators, innovation and research labs, seed capital and startup
competitions have become ubiquitous. A recent analysis found that there were 314 active tech
hubs across Africa as of July 2016, whereby South Africa, Kenya and Nigeria account for the
largest share of tech hubs in sub-Saharan Africa, but several other countries, such as Ghana,

491 By the end of 2018, there were 395.7 million registered mobile money accounts in the region (GSMA (2019),
p. 23).

492 The region is now served by more than 130 live mobile money services, many of them led by mobile operators,
and a network of more than 1.4 million active agents (ibid, p. 3).

493 Cf. Barrett et al. (2015), p. 136.

49 Some 77 tech startups across the region raised just over $366.8 million in funding in 2016, growth of 33%
compared to the previous year. Mobile operators also play a central role in the tech startup ecosystem through
collaborative ventures with innovators and tech hubs, providing direct investments and access to key network
APIs and distribution channels (GSMA (2017), p. 3).

495 Cf. ibid.

4% Cf. McKinsey (2013), p. 1.

497 For example, Uber started as a small team with a vision. They hired developers to write an app, first for iOS
and then for the Android operating system. They then put those apps in app stores and made them available to
people who used these mabile platforms.

4% Cf. Evans & Schmalensee (2016), p. 48.
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Senegal and Uganda, now reached double figures in the number of active tech hubs.*%°
Increasingly, large MNCs, such as IBM, Google, Cisco, GE, Siemens and Microsoft, are using
emerging economies as testing grounds in which to develop, test and scale service innovations

using digital technologies.>®

Transportation Poverty in Africa. In many developing and emerging market countries,
including African economies, governments often have inadequate resources for providing basic
services, such as transportation, to society. This limited availability of public transport systems
and road infrastructures creates critical challenges which hamper the socio-economic
development of these countries.>®! Traffic congestion, for example, costs the city of Nairobi $1
billion a year in lost productivity.>*? Furthermore, in many African regions, road accidents are
the third leading cause of death after malaria and HIV/AIDS.%% A large part of society is also
excluded from urban public transport because fares are often too high. Especially households
with a low purchasing power®* cannot afford a trip on a public bus. Walking, consequently,
remains the main mode of transport (50%), followed by taxis (25%) and busses (7%). Private
motorized transport is low,>% as, for example, reflected in the motorization rates of 1% in Dakar

and 6% in Dar es Salaam.5%

The rapid urbanization, coupled with Africa’s extraordinary population growth, puts additional
pressures on the urban transport systems.>®” The share of urban residents has increased from
14% in 1950 to 40% in 2015, urbanizing twice as fast as Europe.>®® By 2035, half of Africa’s
one billion population is expected to live in urban areas, creating a rising demand for
transportation. This growing urban population needs an adequate public transport infrastructure
that relates to its travel needs and financial resources.’® The development expert Glaeser argues

49 Cf. GSMA (2017), p. 29.

00 Cf. Barrett et al. (2015), p. 150.

01 See Appendix 14.

502 Cf. Ombok (2019).

503 Cf. The Economist (2015).

%04 On average, lowest-income quintile households spend 30-50% of their disposable income on daily commutes
a month (AfDB (2016), p. 176).

505 Countries with the highest car ownership per 1,000 people are Libya (297), the Seychelles (182), Mauritius
(174), Botswana (168) and South Africa (165). Countries with the lowest are: Ethiopia (3.1), Togo (2.3), Sao
Tome and Principe (2.2) and the Central African Republic (0.31) (ibid, pp. 176-177).

56 Cf. ibid, p. 176.

507 Cf. Baghudana & Leis (2015), pp. 10-11.

508 Cf. AfDB (2016), p. 146.

509 Cf. ibid, p. 176.
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that new transportation services are necessary for socio-economic development, environmental

sustainability and to avoid car dependency in the future.>

Travelling in the city by public busses is tedious, costly and dangerous,®!

while private
motorization remains low.%'? As a result, the majority of the population is limited in their basic
ability to move from A to B to efficiently manage their daily chores and to access relevant
centers of economic activities,> such as schools, administrative agencies and work. Apart from
the day-to-day difficulties that are created by an inadequate transport supply, a variety of studies
on the links between poverty and transport show that factors which impede mobility also limit
access to the necessary resources to escape poverty.>* An experiment in Addis Abeba
demonstrated that decreasing the transportation costs might increase the propensity and
intensity of a person’s job search, simultaneously decreasing the engagement in informal work
and eventually increasing the probability of permanent employment.®*® Developing affordable
and efficient mass transportation systems is essential to cost-effectively connect people to
economic activities (e.g., jobs) and to increase a city’s productivity.>® In such countries, filling
the gap between the two extremes, walking and private vehicle ownership and fostering these
basic capabilities/services is, thus, expected to have greater salience than producing and selling

goods (e.g., cars) that are unaffordable, even at low costs.

Governmental actions to improve the urban transport infrastructure®’ planning and regulation
do not keep pace with the rising demand for transportation services. Projects for new roads,
metro railway lines and new bus terminals in many countries have either not yet begun or have
not yet made an impact. Likewise, also well-funded private initiatives struggle to improve the
urban transport infrastructure.®'® Hence, the informal means often remain the backbone of a

city’s transport system.

510 Cf. Glaeser (2012).

11 See Appendix 14.

512 Cf. Diaz Olvera et al. (2013), p. 56.

513 See Appendix 9.

514 Cf. Bryceson et al. (2003), p. 191; Salon & Gulyani (2010), p. 641; Lucas (2011), p. 1321.

515 Cf. Franklin (2018), p. 2353.

516 Cf. Diaz Olvera et al. (2013), p. 59; Baghudana & Leis (2015).

517 Infrastructure includes all main networks (systems of public facilities, sets of fixed assets or structures) that
support economic and social activity, including those associated with water, power, sanitation, ICT, and
transport (roads, railways, maritime, and air (AfDB (2018), p. 69). Yet, this study focuses explicitly on the
transport sector.

518 Cf. Diaz Olvera et al. (2013), pp. 57-58; Baghudana & Leis (2015), p. 7.
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These frictions in the transportation sector have portended opportunities for young tech
entrepreneurs leveraging technology to build multi-sided digital platforms to create value by
dissolving these dysfunctionalities.®'® The platforms aim at eliminating inefficiencies in the
transportation sector as well as extending the reach of services to provide more choices to
customers.>?° While the physical infrastructure challenges still exist (for example, poor road
and rail networks and a lack of addressing systems), tech startups leverage digital platforms,
such as mapping, GPS tracking and even basic SMS, to improve the transportation and logistics
and to drive cost efficiencies.? In the following, the context specificities of the three cities

under investigation are presented.>??

Nairobi. Nairobi, Kenya’s capital, is a rapidly growing city with an estimated population of
4,39 million inhabitants. With Kenya’s rapid urbanization rate of approximately 4.36% per
annum, 75% of newcomers to the city are expected to live in informal settlements, such as
Kibera that lack many basic infrastructure services and amenities. This may contribute to
increase the levels of inequality between those who can afford to live in serviced areas and
those who cannot. Nairobi’s residents typically use a combination of walking and minibuses
(locally referred to as ‘matatus’) to get around the city. Although matatus®?® form the backbone
of public transport, journey times are often long and unpredictable, and commuters are exposed
to several hazards. A reliable, affordable integrated public transport and non-motorized
transport (NMT) network that is safe and accessible to all income groups could substantially
improve Nairobi’s transport sector. New initiatives, such as the Mobility Accelerator, aim to
support youth startups that offer transformative, practical and well tested solutions to urban

mobility challenges, with the aim of improving the commuting experience in African cities.>?*

Today, most people walk out of necessity due to the prohibitive cost of other modes of transport.
Especially, the urban poor actually do not have one travel option to choose from. They walk

practically everywhere they go, sometimes for long distances.®® The city has very few

519 Note: Of course, digital service innovation will not solve all issues in transportation. African economies also
have to solve larger infrastructure problems. For instance, landlocked countries need to focus on road
infrastructure, because it also determines the affordability of other infrastructure projects.

520 Cf. GSMA (2019), p. 3.

2L Cf. ibid, p. 28.

522 Note: The text was almost sourced unchanged from the Transportation and Urban Mobility Initiative (TUMI)
website.

52 Matatus are 14- to 28-seater minibuses that are Nairobi’s main form of public transport — similar to the danfos
of Nigeria.

524 Cf. Robinson (2019), p. 1.

525 Cf. Salon & Gulyani (2010), p. 641.
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sidewalks or other NMT facilities, which means that pedestrians and cyclists risk their health
and safety by sharing the road with motorized vehicles. In 2014, 723 people died on Nairobi’s
roads, and of these, 70% were pedestrians.®?® There is also a lack of capacity within the city to
design good NMT facilities and transport solutions, and European consultants have recently

been hired to develop NMT Design Guidelines for it.>?’

Nairobi’s bus system functioned well for six decades until the mid-1990s, when it collapsed. In
the absence of public bus and rail services for longer distances, around 28.4% of the city’s
population use its estimated 20,000 matatus for their daily commute. Although matatus drive
dangerously and are often unsafe options for passengers and other road users, they have become
the most popular mode of public transport as they cut corners and often transport passengers to
their destinations quicker than other modes of transport. There is significant room for improving
the current transport system in terms of network coverage and provision of dedicated facilities,
but a lack of cooperation between government and matatu drivers stands in the way of
improving the commuter experience. Compounding the problem is the rapid growth in the use
of ‘boda boda’ motorcycle taxis, which weave dangerously between moving vehicles.>?® Figure

9 displays the proportions of different transport modes in Nairobi.

There has also been an increase in car ownership rates and worsening traffic congestion,
particularly during peak hours. Kenya’s growing middle class view private cars as status

symbols. The trend towards the use of private cars threatens to move Nairobi in an unsustainable

Figure 9: Modal Split Nairobi

‘ . 39.7% On foot
“ 28.4% Matatu
. 13.5% Private car / taxi / truck
B 22 Bus
. 5.4% Two wheeler
B os% Other

Source: Adapted from Robinson (2019), p. 1.

526 Cf. Robinson (2019), p. 2.
527 Cf. ibid.
528 Cf. ibid.
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direction unless something is done to make public transport and other transport solutions more

user-friendly.

Nairobi is planning a 103-kilometer-long rapid transit network comprising five lines. Phase one
will be implemented between 2018-2030 and will focus on bus rapid transit as a medium-term
solution. Phase two will add a railbased mass rapid transit system (MRTS) after 2030. The
Nairobi Metropolitan Area Transport Authority (NAMATA) has been established to provide
institutional support and coordinate Nairobi’s wider public transport plans.>?° Nairobi is also
considered as the leading regional hub for information and communication technology and

transportation services.>°

Lagos. With a metropolitan population approaching 23 million that is growing at a rate of 6%
per annum, Lagos will soon be one of the largest cities in the world. Although it is the economic
engine of Nigeria, its potential is being stifled by poor transport systems that make living and
working in it difficult.>3! In 2000, Lagos had a population estimated at over 10 million, the
transport infrastructure and services, however, were at levels that supported a population of no
more than six million. With the establishment of the Lagos Metropolitan Area Transport
Authority (LAMATA) the transport system should be reformed. Indeed, LAMATA has been
empowered to create a world-class intermodal integrated transport system for the emerging
megacity, with close to 20 million trips made daily in the city.>*?

While some progress has been made in improving public transport, the current network is still
limited in its capacities. Most residents still rely on the thousands of yellow mini-buses that ply
the streets. There is limited infrastructure for commuting on foot or by bicycle, and a significant
portion of the population is exposed to daily danger by sharing the road with motorized vehicles.
These limited options combined with the severe infrastructural bottlenecks (e.g., congestion),
make commuting in Lagos a slow, unreliable and expensive endeavor. Indeed, Lagos’ transport
system is dominated by informal operators, with residents relying heavily on a combination of
‘danfos’ (minibus taxis), ‘kekes’ (three-wheelers) and ‘okadas’ (motorcycle taxis) for 45% of
their journeys around the city. It is estimated that 70% of motorized trips use these modes as
opposed to private vehicles or formal public transport. Principally, the informal sector is

composed of individuals owning one or two second-hand vehicles, that they rent out to drivers

522 Cf. Robinson (2019), p. 2.
530 Cf. AfDB (2018), p. 150.
581 Cf. Gorham et al. (2017).
532 Cf. LAMATA (2020).
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on a daily basis. It is estimated that 75,000 minibuses are on the streets. Some commuters travel
on buses regulated by LAMATA, but these are not nearly as popular as the informal options.>%

Figure 10 illustrates the proportions of different transport modes in Lagos.

Non-motorized modes are estimated to constitute over 40% of all trips in the city, but this is
often a dangerous option for commuters. Many public streets in Lagos are used by a mix of
motorized and non-motorized vehicles, with a wide range of dimensions, speeds and
acceleration capabilities. As a result, vehicle behavior is erratic and difficult to manage, and in
most cases pedestrians and cyclists have no choice but to share the carriageway with fast
moving vehicles. As income levels rise, many Lagos residents choose to buy their own cars,
and an estimated 11% of commutes are now performed via private vehicles. The effects of this
are seen in growing traffic congestion, high rates of traffic-related injuries and deaths, and

worsening noise and air pollution.>**

In an effort to improve mobility in Lagos, the government has intervened strategically in a
number of areas. In 2002, the Lagos Urban Transport Project (LUTP) was launched to revamp
and modernize public transport through improved bus operations, institutional reform and road
rehabilitation. A 22 kilometers dedicated bus corridor known as the “BRT Lite” was introduced
in 2008. The BRT (Bus Rapid Transit) is a transport option based on free segregated lanes to
guarantee fast and reliable bus travel. The corridor transports an average of 120,000 passengers

per day in 220 buses, and there is significant potential for expansion to connect it to different

Figure 10: Modal Split Lagos
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Source: Adapted from Fisher & Robinson (2019), p. 1.

533 Cf. Fisher & Robinson (2019), p. 2.
534 Cf. ibid.
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parts of the city so that more low and middle-income residents can access it.>>> An urban rail
system is currently under construction and will eventually consist of seven lines. Following

significant delays, Phase one is scheduled to open in the next five years.>%

Kigali. Kigali, the capital of Rwanda, has an urban population of 1.13 million people and its
annual growth rate is 4%, making it one of the most densely populated cities in Africa. As
Kigali’s city is urbanizing rapidly it faces challenges ranging from congestion, pollution and
deteriorating infrastructure, among others.>*” The lack of efficient transport solutions can be a
barrier not only to economic development but also to the entire urbanization process. Rwanda
has made urbanization a key pillar of its transformation agenda and therefore makes efforts to
improve the road network, reduce traffic congestion and integrate public transport systems.

The city of one million people, in the mountainous center of the small, landlocked nation,>3®
has made major transformational changes over the past decade. Regulated moto taxis and a city
bus system were improved further with the 2016 Smart Kigali initiative, and there are car-free
Sundays twice every month. In the case of Rwanda, road transport is the dominant mode. The
main form of public transportation in Kigali is the minibus system, which runs both scheduled
and unscheduled services.*>*® Road-based passenger transport services are provided by both the
private sector and a public company called Office National des Transports Commune
(ONATRACOM). Individual operators and 41 companies including ONATRACOM provide
capacity for 72,264 passengers for transport services in Rwanda. Out of the total supply
capacity, individual operators are the dominant providing 70% of the total seat capacity.
ONATRACOM serves Kigali (about 15% of services), major provincial towns (57%) and rural
routes (28%). In principle, ONATRACOM has the obligation of serving routes that are
unattractive to the private sector providers and often withdraws from those that are over-
supplied with private sector operators. Both services, however, share some characteristics, such

as operating without timetables, running uncoordinated services and having no prescribed

535 Special bus lanes are being planned for Kenyan capital Nairobi. A loan worth US$59 million from the Export-
Import Bank of Korea in South Korea will help pay for the work. The new bus lanes are intended to help
reduce Nairobi’s chronic traffic congestion. These will be dedicated lanes for the use of high capacity buses
only (Woof (2020)).

5% Cf. Fisher & Robinson (2019), p. 2.

587 Cf. Urban Pathways (2020).

5% Cf. Kuteesa (2019).

5% Cf. Nsengiyera et al. (2018), p. 99.



77

passenger service levels. However, just like in rural areas, the scattered settlement pattern of
the urban population makes provision of high occupancy mass transport difficult.>*

In the past years, the minibuses were phased out in many areas of the city in favor of larger
buses, some of which have integrated cashless payment through a “Tap & Go” card and online
bookings. Motorcycle taxis are also a prominent transportation option with an estimated twenty
to thirty thousand vehicles operating on the roads of Kigali. The city also plans to replace the
fleet of petrol-powered motorcycles by electro bikes. The aim is to provide a low cost and
environmentally friendly mode of transport, mainly for motorcycle taxi riders. New digital
services, including online booking and metering, have been rolled out for both motorcycles and
taxis in recent years, such as Yego Moto. Furthermore, the German car manufacturer
Volkswagen has recently introduced the community car-sharing service Move Ride and
installed an assembly plant in Kigali.>* This investor-friendly environment in Kigali is

increasingly attracting players to develop new solutions in mobility.
4.3.3 Case Selection Procedure

The selection of an adequate set of cases is an important step in the process of building theory
from case studies. In multiple-case study research, cases are sampled based upon their
likelihood that they will provide theoretical insight. This means that cases are selected because
they are appropriate for illuminating and extending relationships among constructs.’*? This
contrasts statistical sampling, where researchers randomly select the sample from the
population.>? Yin differentiates between two case selection strategies: cases may be chosen so
that either similar results are achieved as predicted (literal replication) or that results are
achieved that are different for predictable reasons (theoretical replication).>** Adding new cases
can be stopped at a point where the theoretical saturation is reached, meaning that only

incremental insights are gained from new case material.>*

Yet, identifying a set of eligible case candidates and capturing the innovators’ activities,
especially how they develop and implement innovation in these economies, has been complex

and challenging due to the scarcity of information and databases. In the geographical spheres

540 Cf. Nsengiyera et al. (2018), p. 100.

541 Cf. Volkswagen (2018).

542 Cf. Eisenhardt & Graebner (2007), p. 27.
543 Cf. Eisenhardt (1989), p. 537.

544 Cf. Yin (2014), p. 57.

45 Cf. Glaser & Strauss (1967), p. 61.
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of sub-Saharan Africa, innovation is essentially ‘invisible’ in terms of conventional indicators

and requires an extensive search. Accessing and investigating the phenomenon of interest was

additionally made difficult by the geographical distance. Given these difficulties in data access

and availability with regards to digital innovation projects in the transportation sector at the

outset of this study in 2014, a two-phase selection process was performed (Figure 11).

Figure 11: Case Selection Process
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Phase 1: Exploring the Innovation Ecosystem. The first step involved exploring the local

innovation ecosystems to spot eligible case candidates. To do so, various sources of data,

including media articles, corporate initiatives, magazines, websites on regional startup

competitions, local accelerator programs and incubators as well as corresponding YouTube

videos were reviewed to identify possible candidates. This procedure yielded a list of 40

different innovation entities, including eight tech startups and four MNCs which were contacted

by writing and via telephone.
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As displayed in Table 3, from this initial list, semi-structured interviews with 26 different
innovation entities in sub-Saharan Africa were conducted to gather information on the local
innovation ecosystem, the major innovation actors, relevant collaborations among firms, the
digital readiness of the market and an assessment of local challenges and opportunities. Also,
the snowball technique was harnessed and all informants were asked to suggest further
innovation-active firms (first selection criterion) in the transportation sector. This first case
selection criterion implied that the cases needed to report on one or more innovations within

the observation period, or at least needed to be innovation-active, i.e., being engaged in one or

Table 3: Exploration of Case Candidates

No. Company Name Country Position Category

1 iHub Kenya PR & Communication Manager Incubator

2 idea Hub Nigeria Center Manager Incubator

3 R-Labs South Africa Founder Incubator

4 Seedstars World Nigeria CEO Incubator/Accelerator

5 CCHub Nigeria Co-Founder Incubator

6 m-Lab Kenya Manager Incubator

7 Code for Ghana Ghana Director Tech Lab

8 Wennovation Hub Nigeria Director Incubator

9 Afrilabs Nigeria Director Innovation network

10 Nairobi Garage Kenya Founder Investor/Accelerator Program
11 L5Lab Nigeria Founder Investor/Accelerator Program
12 NEST Kenya Manager Investor/Accelerator Program
13 Samsung Nigeria Manager MNC

14 Philips Kenya Vice President, Innovation Manager MNC

15 Volkswagen SA South Africa Manager MNC

16 IBM Kenya Innovation Project Leader MNC

17 E-Pump Nigeria Founder Startup

18 GoMyWay Nigeria Founder Startup

19 Jekalo Nigeria Founder Startup

20 Maramoja Kenya Founder & CTO Startup

21 Kibo Kenya Founder Startup

22 Zapacab South Africa Founder Startup

23 UBER Nigeria General Manager Startup

24 Giditraffic Nigeria Founder Startup

25 University of Cape Town South Africa Professor Academia

26 University of Nairobi Kenya Proffessor Academia

Source: Own illustration.
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more activities to develop or implement new or improved solutions for an intended use.>*® This

study, thus, excluded conventional actors in the transportation ecosystem.

This explorative phase was insightful because it revealed that a growing number of corporate
IT-firms was tapping into the market at the time of investigation, yet, rather focused on
establishing collaborations with local universities or pursued corporate social responsibility-led
initiatives (CSR), such as educating local students in IT skills by providing workshops in
coding, teaching programming skills on proprietary IT platforms and implementing CSR-led
projects. As the major goal of this study was to trace innovation activities that are necessary to
develop and implement a digitally enabled service innovation in these resource-constrained
environments, the focus shifted to the examination of local startups, which were committed to
developing new services or have already implemented a service in the market. In the end, six

startups remained for further consideration.

Phase 2: ldentifying Eligible Case Candidates. The second phase had a narrow focus and
involved a thorough screening of mobile service apps in the transportation sector. To identify
additional candidates, the author looked at different mobile app ranking sites and reviewed apps
in the Android and Apple app stores by using ‘mobility’ and ‘transportation’ as key search
terms.>* These sources together generated a list of 308 mobile service apps in five sub-Saharan
African economies. As illustrated in Figure 12, the identified mobile services were sub-divided
into five major business categories (business transportation, private transportation, education

and networking, purchase and after sales, information and navigation).

Considering the inadequate supply of transportation services in African economies, the focus
was on those categories and cases that were found to have the capacity to provide a substantial
improvement to transportation. Hence, the review was narrowed down to three business
categories: business transportation, private transportation and information and navigation
services that were considered relevant, while eliminating information services (e.g., point of
interest finders, sightseeing, flight info, infotainment, hotel-booking apps and flight-related
apps) that did not address these issues. After reviewing some quantitative figures (e.g., number
of downloads, Facebook followers, likes, overall customer rating, etc.) to evaluate the app

performance, the screening resulted in a list of 13 interesting candidates.

546 Cf. OECD & Eurostat (2018), p. 34.
547 Categories were not always consistent, therefore, automotive and logistics were included as key search words.
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Figure 12: Categories of Identified Mobile Services in Sub-Saharan Africa
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The author attempted to contact these candidates both in writing and by telephone and obtained
initial information on seven. Each of the seven candidates submitted written material and
reports about their current activities. From Phase 2, three candidates were selected based on the
availability of documented data and the accessibility of the site. In addition, re-reviewing the
six cases from Phase 1, three startups were chosen. Altogether, six cases were eventually
selected for the multiple-case study (Figure 11), as they were found to best fit the literal
replication logic and provide rich insights in the complexity of the innovation activities in

emerging markets.

To sum up, the case candidates were theoretically sampled based on two criteria: First, the cases
needed to represent innovative firms. This implies that they could report one or more

innovation(s) within the observation period, or they were at least innovation-active. Second, the
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innovation had to refer to a new or an improved service offering in the local market, which had
already been implemented, and, thus, made available to potential users (e.g., by being available
at the Android or Apple App Store).

4.3.4 Presentation of the Six Main Cases Under Investigation

This section profiles those entrepreneurial firms that leveraged digital technology to reverse the
trend of inconvenient, unreliable and untrustworthy transportation services. The startups had
been founded between six and 24 months prior to the investigation. While most startups were
yet to break even, they were confident to achieve scale and sustainability. Interviewees said that
the transportation services market was exciting and dynamic, and that they were enthusiastic
about the new opportunities provided by mobile technology. They saw an immense business
potential in applying technology to the dysfunctionalities in the local transportation sector.
Furthermore, they expected great potential for the implementation of Western inspired digital
transport solutions into the local market. A majority of startup teams, four of six encountered
in this study, had a mix of Africans and non-Africans working together. Table 4 provides an

overview of the studied cases.

Trust Taxi. The first company selected is Trust Taxi. It developed a socially powered taxi app,
built to tackle specific transportation challenges in African cities. The company behind Trust
Taxi is a machine-learning startup with proprietary innovations (patents pending in Kenya and
the USA) in the field of trust recommendations. The startup uses these trust recommendations
to power the taxi app in Nairobi and franchises across Africa. Founded in 2013 as a Kenyan
Limited Liability Company, it sought to be the next transport solution for Africa. The founder’s
main idea was to bring technology to the blossoming Nairobi tech scene because nothing was

happening regarding transportation.

Trust Taxi, however, quickly realized that interpersonal trust was at the center of most taxi
transactions and began changing its concept — ultimately arriving at a socially powered taxi app
that leveraged the users’ and the drivers’ data and personal networks to give users the ability to
choose the taxi they prefer and meaningful data points to make those choices. The app is deeply
rooted in Nairobi’s unique taxi culture, highlighting values, such as trust, relationships, referrals
and loyalty. To ease the impact of inefficient transportation and logistics across Africa, Trust
Taxi digitally replicated existing cultural models for accessing transport via trusted

connections, thus serving as an honest broker, an aggregator and a value-added platform.
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Motorcycle Taxi. Motorcycle Taxi is a ride-hailing and on-demand service platform for
motorcycle transportations, one of the most popular forms of urban transit in the region. It is
specifically designed for urban African travelers. As Kigali and other African cities undergo a
population boom, so too does the demand for getting around cities in a way that is safe and
efficient and makes sense to Africa. Recognizing this need, two business partners founded
Motorcycle Taxi in 2015. The startup’s smartphone app allows customers to order safe and
professional ‘motos’ directly to their desired pickup locations, as opposed to hailing them down
on the streets. It also employs vehicle telematics to track drivers and to register data. Motorcycle
Taxi consolidates multiple, on-demand services in one smartphone app with services linked to
a common physical logistics network of motorcycles and drivers. Customers can easily pay
from their Motorcycle Taxi wallet, which can be connected to mobile money, cash and credit

cards with affordable prices determined by the driven distance.

More than just a ride-sharing service, Motorcycle Taxi’s value proposition is to deliver safe
transportation by monitoring its fleet of drivers in real-time. Drivers, thus, are required to have

at least three years of experience before joining Motorcycle Taxi.

Delivery Service. Delivery Service provides a mobile app and web platform that enable
individuals and small businesses to connect with drivers and provides on-demand mobile-based
delivery services 24/7. Delivery Service connects customers with drivers to help deliver goods
effortlessly and transparently. Customers can place orders through the Delivery Service
platform, and Delivery Service dispatches these orders in real time to available Delivery Service

drivers.

The business to business (B2B) platform was established in 2014 to enable businesses of all
types and sizes to transport goods more efficiently across East Africa. Its cutting-edge
technology offers an efficient capacity utilization and transparent pricing to a sector that has
previously been regarded as beyond change. A poor infrastructure, a limited use of technology,
an inefficient capacity utilization and a lack of pricing transparency in the region all contribute
to the largely inflated prices of foods, basic items and health services. With a reduction in
logistics costs for local manufacturers and small businesses, spillover social benefits of the
platform include reduced product prices and more widely affordable goods. It also serves as a

stable source of income for drivers on the platform.

Over time, Delivery Service has been able to aggregate a pool of various delivery vehicles from

motorcycles, pickups to vans and 3- to 28-ton trucks. It provides a web and mobile app platform
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to link customers, who have delivery needs, with certified transporters. The customers select
their vehicle of choice, get their price quote upfront and pay using multiple pre- or post-pay
options. Delivery Service’s mission is to change the lives of everyone: from patients who rely
on regular drugs at the local pharmacy to farmers who urgently need to move their products to
silos. Since its foundation in 2014, it has been used by around 4,000 businesses and 50,000
individuals for delivering a broad array of goods. Delivery Service, with 700 drivers on its
platform, has completed over 180,000 deliveries between 2016 and 2018, with the startup

posting revenues of $1.5 million in 2019.

Bus Shuttle. The company behind Bus Shuttle is a data and technology firm, founded in 2015,
which developed diverse services. Its flagship service, a bus shuttle, is a reliable, affordable and
comfortable pre-booked shuttle service. The aim is to build a mobility network which
transforms the ‘broken public transport system’ in major cities across Africa, starting with
Nairobi. The plan is to orchestrate daily commutes for thousands of city residents using the
Mobility Operating Platform (MOP) that keeps the public transport sector moving through a
variety of functions. These include demand aggregation, supply consistency, service
scheduling, promotion, matching, notifications, tracking, inventory standardization, route
pricing, payments, quality of service, reviews and compliance, all of which enable a safe,
efficient and reliable mass transit platform assuring security of movement for people at a
working-class level and at the BoP. Their edge is that they combine big data and local
knowledge on business operations with their culture to build compelling transit experiences
delivering value for commute customers, service partners and investors. In other words, Bus
Shuttle is a mobility-as-a-service platform using data, artificial intelligence (Al) and machine

learning to add value to the transportation ecosystems in cities across Africa.

It calculates routes based on demand and activates entire neighborhoods, estates and business
districts to offer point-to-point connections, where possible, in spacious, comfortable, WiFi-
enabled buses, optimizing schedules and routes to deliver unprecedented value to their
commuter consumers and partners. The platform is accessible on the mobile web, mobile apps,
the web, unstructured supplementary service data (USSD) and SMS that transit vehicle owners
can use to exactly track the performance of their deployed vehicles in terms of payments and
bookings done by commuters, driver analytics and behavior patterns as well as vehicle
diagnostics to preempt and mitigate servicing and repair downtimes that would have an impact

on the revenue.
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Inter-City Carpooling. Inter-City Carpooling is a ride-sharing marketplace connecting
passengers with ride owners using the same route that have empty seats to share the cost of long
car journeys. Furthermore, as transportation services are in scarce supply, the idea was to extent
the portfolio of local service options. Founded in 2015, Inter-City Carpooling is positioned for

a nationwide spread via city-to-city travels.

The service targets both solo drivers that want to cover some of their costs or that want to have
some company along their journey, and passengers that want to save costs or that have no means

for transportation. The trips typically range from distances of 50km to 750km.

Co-travelers pay an agreed contribution to ride owners that will help cover some of the rider’s
travel expenses (e.g., fuel costs). Beyond significantly reducing the travel costs for both parties
(whether as a passenger or a ride owner), another benefit is the social contact and the
opportunity to make new friends or meet potential business partners, while conveniently
arriving at the destination. Placing different verification levels for all members and a dedicated
support team to monitor the activities on the platform were vital to the creation of a safety and
a minimum level of trust in the Inter-City Carpooling community. Inter-City Carpooling is
based on the idea that traveling should be cheap, fun and safe. In addition, the service
significantly contributes to protecting the environment. In sum, the founders were inspired to

build an online platform that should make long-distance rides affordable, social and efficient.

Intra-City Carpooling. Intra-City Carpooling is an online platform where ride-owners can
share a ride with someone using the same route within one city. It aims at becoming a
convenient and affordable service for intra-city trips and commuters. For riders, the service can

be up to 90 percent cheaper than a typical taxi.

The service can be accessed through mobile and desktop browsers. Users can register and set
up an account through the firm’s website. The system works based on the trip information,
which passengers and ride owners enter in the platforms, and then it matches the ride owners
with those seeking a ride. The passenger either joins an already displayed ride that matches the
requested route or gets notified as soon as a ride for his/her requested route is entered in the
system. The cost of the ride is calculated in advance and the passenger is notified once the ride
owner confirmed the request. The rating and review system allows users to view and assess
their potential ride-share partners before accepting a journey. Intra-City Carpooling admins
check all rides before they are published on the platform. Once the ride offer is published, the
ride owner starts receiving ride request notifications from users for him/her to accept. Ride
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owners earn points that can be used to redeem cash, fuel vouchers, airtime vouchers, mobile

data and more. The firm generates revenues, by taking a commission fee from every payment.

4.4 Data Collection

As mentioned above, innovation in sub-Saharan Africa is an obscured phenomenon and is rather
hidden. Collecting data on these ‘below-the-radar’ innovation activities, thus, is a strenuous,
time-consuming and complex effort because the phenomenon of interest is not easily accessible
for an instantaneous observation. Two moves were vital to shed light on them. First, this study
adopted a telescopic perspective by exploring the local innovation context, its key innovation
actors and examples of digitally enabled solutions. Second, this study used a microscope
perspective to examine the local tech startups, more specifically, the activities they performed,
how these activities related to the constraints in the local context and how they designed the
value proposition. By doing so, this study collected longitudinal data, which helped to gather a
varied sample of activities, challenging situations and examples for how these startups
organized the service development process. This was complemented by visits of the local
research sites, various observations to augment the data quality and the collection of
documentary data. These steps were helpful to capture how the startups worked towards

developing and implementing the new services.

This study draws on an extensive data set, which was collected over three years to compose a
well-selected set of cases and to provide deep insights in the practices of tech startups in the
context of emerging markets. In 2015, the few secondary data sources, including reports and
articles, were used to explore the research field and to identify the key actors of the innovation
ecosystem, including incubators, venture capitalists, corporate firms, startups, non-
governmental organizations and international institutions. The main fieldwork occurred in two
distinct phases from November 2015 until May 2016 and from February 2018 until December
2018. During these two phases, the author visited the research sites, tested the services, took
part in workshops and attended international startup conferences, where the startups of interest

presented and discussed their solutions with the audience.

The author pursued an iterative process of data collection, with the data collection and the
analysis going hand in hand. As patterns emerged from the data, she also sought clarification
and approached the firms again. A collegial atmosphere developed over time, which allowed to
move back and forth between the data and the research sites as required. Some respondents

were interviewed several times to clarify emergent concepts during the data collection process.
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While multiple data sources were employed, including documents, field observations, media
documentations and artefacts, the heart of the study were the semi-structured interviews to
obtain retrospective and real-time accounts. This can be termed a genuine “research as
engagement”®*. The reliability and integrity of the data increased by combining and

triangulating these sources.>*°

Interviews. This study employed interviews as primary method for data collection. During the
explorative phase in 2015, the author conducted 26 Skype interviews with respondents from
diverse innovation entities located in four African economies (Ghana, Kenya, Nigeria and South
Africa) by applying a semi-structured interview technique. The sample questions which were
used as guidelines for conducting the interviews with these initial respondents can be found in
Appendix 10. These interviews were explorative in nature to gain first impressions of the local
innovation context, including local challenges and emergent opportunities. They were designed
to understand the goals, motivations and current innovation projects of these local innovation
entities. After having gathered first responses, further information was exchanged via e-mail.
The second interview phase focused on a selected set of local startups as the key innovation
actors and can be sub-divided into two interview phases.>*® The first lasted from November
2015 until February 2016, while the second lasted from October 2018 until November 2018.
During this time, the author could build a collegial relationship and a trusting rapport with the
informants. In sum, she conducted 40 interviews with 16 informants of these six firms, whereas
some respondents (especially the CEOs) were interviewed multiple times (Table 5). The CEOs
were interviewed first. They then identified additional interviewees in their firms, especially
the firms’ chief technical officers (CTOs) as well as other employees, such as marketing
managers, UX managers and on-the-street agents. If possible, interviews were also conducted
with local partners, especially the drivers. Furthermore, venture capitalists and diverse
innovation managers that worked with the startups were interviewed to triangulate insights from

different sources.

The interviews were conducted both via telephone and face-to-face during the site visits.>!
They lasted between 60-120 minutes. The semi-structured interviews started with a question

about the local context the interviewee operated in and continued with questions on the role of

548 Morgan (1983), pp. 11-13.

549 Cf. Yin (2014), p. 121.

550 See Appendix 11.

%1 The site visits also generated two new case study leads.
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Table 5: Interviews Conducted

Interviews
Case CEO CTO Employee Totg : To_tal
Interviews Interviewees
Trust Taxi 5 2 1 8 3
Motorcycle Taxi 5 2 2 9 3
Delivery Service 3 2 1 6 3
Shuttle Service 4 2 0 6 2
Inter-City Carpooling 2 1 0 3 2
Intra-City Carpooling 5 2 1 8 3
Total 40 16

Source: Own illustration.

the public authorities, the shortcomings in the institutional system (specifically the transport
sector) and the general technological conditions in the markets. Furthermore, the informants
were asked to describe the service concept (value proposition), the challenges of developing
and operating a service in these constrained environments and how they responded to these
challenges. Eventually, they were asked to describe the processes and activities they performed
to turn their service ideas into reality. During the interviews, questions on concrete illustrations

were posed to increase the data’s trustworthiness.

The interviews were audio-recorded with the consent of the participants for transcription. The
participants’ identities, however, were kept confidential. Yet, there were also situations, when
interviews and conversations were conducted quite spontaneously and unplanned, especially
during the site visits. In these situations, extensive notes were taken, which conveyed trust and
expressed a professional manner. The verbatim quotes were put in writing and typed up as soon
as possible.>? To increase the data reliability, a research colleague accompanied the author for
30% of these interviews. The similarities in the independent notes reinforced the confidence in
the data quality.

Observations. In November 2015, the author travelled to three sub-Saharan African countries,

including Nigeria, Kenya and South Africa, where she visited the startup offices as well as the

52 Cf. Miles et al. (2014), p. 71.
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business incubators and co-working spaces. The purpose of this trip was to gain impressions of
the real-life settings in which the innovators operated and to follow up on initial telephone
conversations. During the site visits, the author took detailed observational notes of the office
spaces, the technological equipment and the overall interior design.>®® She also had the
opportunity to observe situations of interactions of the staff, when the teams promoted their
services “on the street” as well as when they presented their solutions on stage during

conferences, sharing experiences, figures, facts and future goals.

In March 2016, the author was invited to attend a two-day innovation summit held in
Switzerland about entrepreneurship in emerging markets by one of her informants.
Approximately 80 startups, 12 venture capitalists and 20 corporate firms were present. The
format included formal presentations, keynote speeches of well-known entrepreneurs and
scientists, as well as panel discussions on topics such as investment strategies in emerging
markets, innovation programs, best practices and latest trends in industries such as agri-, fin-,
health-, ed- and clean-tech. During the presentations, the author took pictures, extensive notes,
including verbatim quotes, and typed up these notes afterwards. She also recorded some

presentations and panel discussions on video, when allowed.

During the conference, the author could interact with the participants, the guest speakers and
the venture capitalists across a variety of industry sectors, especially in breakout sessions,
workshops and over dinners, which helped to understand the specific conditions of emerging
markets considering current technological breakthroughs. The author took the opportunity to
ask questions and to check the inferences from initial interviews in the transportation sector.
Participants were enthusiastic about their activities and spoke freely about their thoughts,
strategic decisions and other opportunities. The conference was helpful because it also exposed
the author to the challenges startups from different business sectors and emerging market
regions, such as Latin America and South-East Asia, encountered and what strategies they
applied to address them. These observations provided confidence in the emerging themes and
patterns from the diverse iterations between the data collection and data analysis.

In 2017, the author also attended a digital conference in Berlin where one of the case leads

organized a workshop by invitation only. The gathering focused on the specific challenges in

%53 See Appendix 12: Startup Working Environment



91

the transportation sector and new opportunities arising from the latest developments in
blockchain, traffic management and Al.

Documents and Archival Data. Another key source of evidence were documents on the firms,
including company brochures, firm websites, descriptions in the app stores and press articles.
The firms also provided access to pitch decks, internal presentations, business plans and
strategic roadmaps. This information supported the data triangulation of each startup’s context,
challenges, strategies and outcomes. Furthermore, the data regarding the economic and sector-
specific context was mainly collected through reports published by specialized consulting
firms, international organizations and institutions (e.g., IMF, OECD, McKinsey, African
Development Bank (AfDB), GSMA), newspaper and media reports. Also, information
provided on Crunchbase, a local startup website, was investigated and its social media profile
followed. In addition, presentations, brochures and documentation from the attended innovation

conferences were reviewed.

Digital Artefacts. A final source of evidence were the digital artefacts, in particular the
smartphone apps. The apps can be viewed as the finished products of their activities and work.
These artefacts were tested during the site visits to understand the user flow, the design of the

digital touchpoints and the customer experience.
4.5 Data Analysis

This study, as already mentioned, combines two major techniques to analyze the data: multiple-
case studies (“Eisenhardt method”) and in-depth inductive case research (“Gioia method”).>**
This approach allows shedding light on: (1) the constraints the firms experienced, (2) the
executed activities and tactics to respond to these constraints, (3) the role of trust, (4) the

dimensions of value creation and (5) the emergence of a distinct innovation capability.

The multiple-case design allowed comparing and recognizing relationships within and across
the cases. It provided rich varied empirical evidence on whether emergent conceptual insights

could be confirmed or not. The study retained only those concepts and relationships that

554 This data analysis procedure has been inspired by the methodologies applied in the works of Smith (2014);
Pansera & Sarkar (2016); Strike & Rerup (2016).
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occurred across most, or all, of the cases, and, thus, resulted in a more parsimonious and robust

midrange theory.>®

The interpretive stance, which underlies the Gioia method, tries to capture how the respondents
experience their realities. Hence, this study focused on knowledgeable agents, such as CEOs
and CTOs, because they have an overview of what needs to be undertaken and can explain their
thoughts, intentions, decisions and actions. In addition, this study gave voice to the informants
in the early stages of the data collection and analysis to prominently represent them in the
reporting of the findings. This tactic was useful as it allowed to truly reflect the informants’
experiences and to translate them into theoretically relevant terms while at the same time
meeting the scientific requirement of systematically presenting the evidence.>*

Following the Gioia method, the study chose ‘revelatory’>®’ cases that offered rich data and
potential to develop new, distinctive insights in the emergence of successful digital service
innovation in resource-constrained environments. The goal was to understand the informants’
systems of meaning, their understanding of local issues and the activities and mechanisms
necessary to respond to them. This approach was especially motivated by the recent calls to
make hidden processes visible by revealing and tracing how people experience and innovate

with digital services, especially in resource-constrained environments.>*

Phase 1: Within-case Analysis and Open Coding. The early analysis process began with a
within-case analysis to generate first insights and to unearth unique patterns of each case. To
do so, interview transcripts were analyzed by applying an open coding technique, also referred
to as initial coding,>®® which describes the process of breaking down the qualitative data into
discrete units of meaning by analyzing the transcripts® line by line.>®! Open coding was also
complemented by analytical memo writing to reflect in which theoretical direction the study is
going.5®2 To reduce the volume of the codes, initial codes were subsequently assessed based on
underlying similarities and differences, to infer a list of concepts, which was further grouped

into more abstract categories. For example, similar concept codes, such as lack of data

555 Cf. Eisenhardt & Graebner (2007), pp. 25-30.

5% Cf. Gioia et al. (2013), p. 17.

557 Cf. Langley & Abdallah (2011), p. 214.

5% Cf. Lusch & Nambisan (2015), p. 156; Agarwal et al. (2017), p. 11.
559 Cf. Charmaz (2014), p. 114; Saldafia (2016), p. 115.

560 MAXQDA was used for the data processing and data analysis.

561 Cf. Strauss & Corbin (1998), p. 102.

%62 Cf. Glaser (1978), p. 56.
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scientists, brain drain or difficulties in the talent acquisition, were aggregated under the concept
code “lack of IT talent”.

This phase was helpful to “... become intimately familiar with each case as a stand-alone
entity”%®3 before patterns are generalized across cases. One critical insight that emerged at this
stage was that respondents identified a number of constraints which they had experienced along
their innovation journey. On the one hand, they described these constraints as complex,
strenuous and frustrating, and, on the other, they viewed them as opportunities for developing
a unigue service experience. Furthermore, these innovators did not raise issues typically bound
to the African context, such as colonialism or ethnic group identity. These insights guided the
further analysis.

Phase 2: Axial Coding. In the next step, the goal was to consolidate the data that was fractured
during the open coding process®®* and to identify relationships among the first-order codes.
Axial coding was applied “... to link categories with subcategories and asks how they are
related”®, and to also specify the properties and dimensions of a category. The data was
combined to explain the findings and to systematically develop categories and sub-categories.
This also involved drawing diagrams to sort the logic between the relationships that were

revealed over time.>6

At this stage, informant terms or first-order codes were translated in more theoretical terms
(second-order themes), answering the important question of “what is going on here?” in a form
of gestalt analysis.®®” This analysis also led to more focused questions in the subsequent
interviews. Axial coding is also viewed as the transitional cycle from open to selective
coding.®® To facilitate this process, again diagrams were drawn and tables were developed to

depict relationships between the analytical concepts.

Disconfirmed patterns or relationships were then either refined or discarded. For this purpose,
the data was also presented in tables. This approach also provided evidence regarding the
underlying constructs and complemented the description of the findings. Gradually, tentative
themes and concepts began to emerge, such as leveraging digital platforms, building trust and

563 Eisenhardt (1989), p. 540.

564 Cf. Strauss & Corbin (1998), p. 124.
565 Charmaz (2014), p. 148.

566 Cf. Strauss & Corbin (1998), p. 123.
567 Cf. Gioia et al. (2013), p. 20.

568 Cf. Saldafa (2016), p. 245.
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the role of design, which helped explaining the phenomenon of successful digital service
innovation in these environments. Special attention was paid to nascent concepts that did not
seem to have adequate theoretical referents in the existing emerging market literature, such as
trust and digital platforms. Afterwards, the author systematically compared the emergent frame

with the evidence from each case to assess how the themes fit the case data.

If similarities were confirmed across cases, i.e., patterns or relationships identified, these
themes were aggregated as theoretical categories. The goal was to generate more precise and
complete explanations of the phenomenon, as Strauss & Corbin suggest.®>®® This reduction of
complexity through aggregation aimed at reaching a level where a maximum of explanatory
power inheres in the categories.>’® During this aggregation process, relevant literature was

incorporated.

Phase 3: Selective Coding. With this logic, the author returned to the data and applied selective
coding techniques. For example, to analyze the activities and practices, action coding was
applied. This technique describes the search for the routines and rituals of human life, especially
changing and repetitive forms of action/interaction among persons towards achieving a goal. In
other words, human action may be “... strategic, routine, random, novel, automatic or
thoughtful®"?, as Corbin & Strauss state. To code the actions, the author scanned the raw data
corpus and used descriptive or in-vivo codes for critical passages, which were clustered into
meaningful categories. This process brought forth six critical themes describing the actions and
activities innovators performed. These themes were shared with three other researchers, who
were not involved in this study, and their feedback was used to clarify and distinguish themes.
Noting similarities and differences,®’? the activities were clustered into two dimensions by
applying labels from existing literature as “leveraging digital platform capabilities”®”® and

“integrating [them] into [the] socio-cultural context™>™.

Furthermore, a broad set of constraints was identified that engendered certain activities, which
resulted in certain outcomes. To do so, the author returned to the data and generated a
comprehensive list of the constraints by using short descriptions or in-vivo codes. If similarities

were confirmed across cases, these emergent themes were given second-order category labels.

569 Cf. Corbin & Strauss (2015), p. 11.

570 Cf. Corbin & Strauss (1990), p. 8.

571 Corbin & Strauss (2015), p. 283.

572 Cf. Gibson & Brown (2009), pp. 128-129.

573 Cf. Helfat & Raubitschek (2018); Teece (2018).
574 Chliova & Ringov (2017), pp. 51-52.
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For example, respondents in almost all cases mentioned: low-income constraints, limited
technological know-how, lack of superior human capital and access to finance as key
constraints, which were aggregated under the more abstract construct of “resource scarcity”.
Yet, it was decided to differentiate between two dimensions of resource constraints, namely
firm-level and user-level resource constraints. Grouping the other constraints thematically and
incorporating existing literature resulted in two more categories of constraints that emerged
from literature, namely institutional dysfunctionalities and lack of trust, which were later
aggregated to “institutional voids”. Then, identified constraint categories were related to other
components, such as actions, interactions and consequences, which were necessary for a

theoretical explanation of the phenomenon.

Resulting from this phase, recurring theoretical categories or second-order themes of overall
dimensions were grouped into a higher theoretical perspective, including: (1) experienced
constraints, (2) service development practices, (3) multidimensional value creation and (4) the
underlying pattern. These aggregate dimensions were helpful to increase the understanding of
the emergence and the successful implementation of a digital service innovation in resource-

constrained environments.

Phase 4: Building the Data Structure. Once the full set of first-order terms, second-order
themes and aggregate dimensions were derived from the data, the data structure was developed
to visualize the progress from raw data to terms and themes in conducting the analysis.>” In
this study, the data structure includes 38 first-order codes, which reflected the respondents’
language and unveiled key elements of their meaning systems. The second-order themes were
aggregated thematically from first-order codes to more abstract categories, explaining the
phenomenon in theoretical terms, yet, without disclosing the relationships among the
categories. In sum, the data structure helped to provide a graphic representation of the data

analysis and is also important in qualitative research to demonstrate precision.>"®

Phase 5: From Data Structure to Theory. Finally, essential concepts, themes and dimensions
in the data structure were integrated into a model that showed the dynamic relationships among
the concepts to explain the phenomenon of interest. Former literature was embedded to inform
about the relationships between the constructs. At this point, it was important to discover the

underlying theoretical reasons for the existence of the identified relationships. This helped

575 Cf. Gioia et al. (2013), p. 20.
576 Cf. ibid, pp. 20-21.
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establishing the internal validity of the findings.>”” Finally, this data combined with literature

resulted in a model of designing for multidimensional value.>™
4.6 Quality Criteria

Findings based on qualitative research are especially vulnerable to incomplete and ‘subjective’
judgments of the researcher. This study followed four commonly applied criteria to increase
the trustworthiness of the findings, including: construct validity, internal validity, external

validity and reliability.>"®

Construct Validity. Construct validity refers to the extent to which a research procedure leads
to an accurate observation of reality by identifying the appropriate operational set of measures
for studied concepts.>® This study used three tactics to increase a construct validity. First,
various complementary sources of data that converged on the same finding were collected. This
also included different levels of informants to triangulate the perspectives.®®! Second, a chain
of evidence was maintained through describing the derivation of evidence from the initial
research question to ultimate conclusions by referring to relevant sources, including interviews,
observations, archival records and artefacts. This allows tracing the steps of the evidentiary
process.>® Third, peer researchers and key informants reviewed preliminary results to ensure

the quality and the adequacy of the interpretations.

Internal Validity. Internal validity relates to the validity of causal relationships by showing
how and why an event led to the other. Hence, internal validity refers to the data analysis
phase.>® Pattern-matching is one technique to enhance it. It describes the process of constantly
comparing empirically-based patterns with new data sets as well as with predicted patterns in
literature.5®* Empirical patterns, thereby, describe the first analytical step, which involves the
condensation of large amounts of coded data into more meaningful and parsimonious units of
analysis.>®® Another technigque, which was also used in this study is the explanation formation

for the phenomenon under investigation by determining a set of causal links that, in general, fit

577 Cf. Eisenhardt (1989), p. 542.

578 Cf. Gioia et al. (2013), p. 22.

579 Cf. Steinke (2004), p. 184; Yin (2014), pp. 45-46.
5680 Cf. Gibbert et al. (2008), p. 1466.

5681 Cf. Jick (1979); Eisenhardt (1989), p. 542.

582 Cf. Yin (2014), p. 127.

583 Cf. Eisenhardt (1989), p. 549.

584 Cf. Yin (2014), p. 143.

%85 Cf. Saldafia (2016), p. 236.
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each individual case.>® To arrive at the eventual explanation several iterations and feedback
loops with outside researchers were undertaken to review the emergent constructs and increase
the reliability and the validity of the interpretations.®®” The findings of this study were also
documented to allow reconstructing the established causal relationships by following a story

line of the model description that combines the categories in the theoretical model.>®

External Validity. External validity refers to the generalizability of empirical findings.
Generalizable results are essential for building a solid theory.>®® In case study research, the goal
is to expand and to generalize theories (analytic generalizations) and not to extrapolate
probabilities (statistical generalizations). To extend generalizability, this study chose, as above
mentioned, a multiple-case research design instead of a single-case design to derive more
powerful generalizations.>®® Furthermore, cases were chosen for theoretical and not for
statistical reasons.>®! In addition, linking emergent themes and theory to literature helped
strengthening the generalizability of the findings. Several concepts could be confirmed in
literature, albeit in different domains. This strengthened the confidence that the study’s findings
were valid and generalizable because others reported similar findings in a different context. It
further sharpened and enriched the conceptual level of the study. Yet, some findings stood in
contrast to literature, forcing a “frame-breaking mode of thinking’°%?, which also led to refining
the limits for the generalizability of the focal research.

Reliability. The objective of reliability is to demonstrate that the procedures of a study, if
repeated, will lead to the same results and conclusions.>®® Hence, documenting all operational
steps is crucial to providing sufficient information for subsequent researchers to arrive at the
same results. Two tactics were, thus, applied in this study. First, the underlying research design
of this study was presented in the previous sections to increase the transparency and to allow
an inter-subjective auditing. This involved a detailed description of the data collection process,
the presentation of the interview guidelines and the relevant sources of evidence and a
description of the case selection criteria and processes. Another way of organizing and
documenting information involved using a case study data base to preserve all the collected

58 Cf. Yin (2014), pp. 147-149.

567 Cf. Lincoln & Guba (1985), p. 296.

588 Cf. Corbin & Strauss (1990), p. 18.

589 Cf. Eisenhardt & Graebner (2007), p. 30.
590 Cf. Yin (2014), p. 64.

591 Cf. Glaser & Strauss (2009), pp. 49-52.
592 Eisenhardt (1989), p. 544.

593 Cf. Yin (2014), p. 49.
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data in a retrievable form.%% It contains all the case study notes, documents and other materials
from the field. In the next chapter, the case study findings will be presented.

59 Cf. Yin (2014), pp. 123-124.
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5 FINDINGS

This dissertation’s empirical objective was to investigate the creation of digital service
innovation in three sub-Saharan African economies. The findings of the in-depth data analysis
presented in this chapter comprise descriptive and explanatory elements, which provide
responses to the study’s underlying research question of how to develop and implement new

services in emerging markets.

Subchapter 5.1 reports on the two cases, that had problems to establish and grow their service
to contrast with the four cases, that have been able to successfully implement the service. In the
narrative that follows, the sections describe the experienced constraints the innovators
encountered (5.2), the activities they have performed to respond to these constraints (5.3) and
how these affected the value proposition (5.4). This chapter concludes by describing the

identified action pattern of NSD in resource-constrained environments (5.5).5%°
5.1 Two Approaches to Constraint-based Service Development

The emergence of digital services in emerging markets, especially how innovators develop and
implement new services by using digital technology in resource-constrained environments, is a
puzzle. This study found several answers to this question. More importantly, the study surfaced
that digital technology alone was not enough to create a valuable experience for the user, rather
the development and implementation of new services was built upon the interplay of different

components.

Inspired by the breakthrough innovation of platform-based services originating from developed
markets, such as Uber, Lyft and BlaBlaCar, all startups were driven by the idea to implement
similar platform-based services to the local market. The concepts were enticing, because they
were known for having created a discernible value proposition without any profound changes
in the transport infrastructure. Furthermore, digital platforms were also viewed as the perfect
match for resource-constrained environments because they were considered low cost, easy to
access and easy to deploy tools to these firms that were unable to acquire expensive digital
infrastructures and assets. Hence, all six startups in this study shared the common vision to

develop and implement platform-based services to compensate for the inadequate supply of

5% The selected format for presenting the findings according to identified theoretical themes and dimensions has
been inspired by the works of Smith (2014) and Strike & Rerup (2016).



100

transportation and logistics services and to address uniquely local transport challenges to the
African emerging market context.

But only four startups sustained this endeavor and implemented commercially viable services
by leveraging digital platforms, while the other two cases struggled with the successful
implementation and scaling of their services. This section briefly profiles these two cases that
failed to grow the service and deliver the values they promised to their customers.

Intra-City Carpooling built a ride-sharing service platform to deliver a convenient and
affordable way for urban trips, which could be accessed via the website. Beyond that, the
overarching mission was to contribute to environmental sustainability by decongesting urban
centers through carpooling, while also saving costs for all participants involved. The system
worked based on the trip information, which passengers and ride owners entered in the online
platforms and which then matched the ride owners with those seeking a ride. Similarly, Inter-
City Carpooling created a ride-sharing platform that was built on the idea of connecting drivers
with empty seats and passengers to share travel costs, but for long distance trips. Even though
the need for efficient and affordable transportation was and is highly demanded, both firms

struggled to attract people to their platform.

In both services, the innovators predominantly focused on achieving a cost-effective solution
by leveraging inherent features and IT capabilities of digital platforms to keep the costs low.
Correspondingly, they built only online websites as key access points for the service and
focused on rising traction on site by pursuing a social media marketing strategy. For their
drivers, they tried to reduce the costs by providing various discounts for other car-related
services, such as fuel, carwash etc., and, thus, permanently sought to establish new partnerships
with other local firms. They valued that digital platforms provided new ways of how businesses

could connect and engage with customers and partners.

Both firms adopted digital platforms as augmentation mechanisms and facilitators for
developing creative business models in these challenging environments. They particularly
focused on leveraging the inherent IT capabilities of digital platforms for value creation. This
reflected a technology-centered approach to service development and implementation, which
largely neglected the social-human dimension of service development. Doing so helped them
avoiding spending time and resources on user-centered research (e.g., ethnography) and user
experience design. Rather, they used the Western-based service platforms as a blueprint for the

service development process to realize and implement what had already been tested. Hence,
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this approach to service development and design can be labeled as a service-engineering
approach, which does not involve the end user and others in the creation of the new service and

which widely neglects the local conditions.

Both startups deliberately ignored subtle but significant constraints in the local business
environment that surround the core problem of an inadequate service supply, especially
institutional constraints, such as a lack of information, a low enforcement of rules and an overall
lack of safety and trust in transportation. They acknowledged these issues but avoided or
ignored them in the service development process, and, thus, did not take effective measures to
address these problems. One user of Intra-City Carpooling pointed to the hazards attached to

the service:

The major problem with this service is security because anyone could ill-use the
system to reach targeted unsuspecting users. To ensure the platform is safe, the
provider said you need to sign in using your Facebook and LinkedIn accounts. Both
processes are automated which means well designed fake accounts could easily go
through.

While the concept of carpooling is associated with substantial efficiency gains for all
participants with up to 90 percent savings for the drivers, local safety and trust risks were
seemingly too high, in particular “... in a city where emergency call does not work”. The CTO
of Intra-City Carpooling developed ideas to ensure security, such as partnering with security
agencies to keep track of each ride. Providing the passengers and the driver of the cars with
panic alarm buttons or putting up cameras within the cars were considered other safety
measures. Yet, sharing a ride with a stranger for efficiency reasons was a highly uncommon
practice in the African environments. Establishing this radically new social practice, hence,
required substantial resources for communication and marketing purposes to gain the necessary
legitimacy. Both services encountered severe resistance from the local user base against the
new service, diminishing the success of the service, which was originally developed in and for

the Western audience.

Similarly, Inter-City Carpooling engineered a service according to a Western blueprint, and
expected rapid adoption rates, as the benefit for the users was made obvious. But after a short
period, initial growth figures could not be maintained, and the market was eventually
considered too small. The service was eventually shut down as customers did not adopt the
service on the large scale. The CEO of Inter-City Carpooling made the following comment:
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The plan was to run a free service for a year or two and focus on growing the user
base. Over the last two years, the team put time and effort into growing the business
and building a trusted ride-sharing community. We went from less than 1,000
members in the first few months to 12,000+ members; 106,630 rides offered and
rides shared across 16 states. However, it does take a lot of resources to run this
business and the initial plan was no longer sustainable. We came to the conclusion
to shut down operations and close the business, as there were no funds to invest
further.

The major impediment was the missing large-scale acceptance and adoption of the service. As
the CEO of Intra-City Carpooling noted: “It was really difficult to convince people to use the
service. They were afraid because they did not know who they were driving with.” The service
concepts made sense to the Western user base, yet, were socio-culturally too distant for users
in the sub-Saharan African context. The founders of Inter-City and Intra-City Carpooling
primarily relied on the capabilities of the digital platforms and did not develop human-centered
skills and capabilities to integrate the service with the socio-cultural environment. These two
startups focused their attention mainly on leveraging digital platform capabilities. They were
particularly enthusiastic about the transformational capabilities of digital technology and the
new logic of creating business value as represented by companies, such as Uber and Lyft. As
they were operating in Lagos, one of Africa’s megacities, they expected large market potential.
Likewise, the investors of these firms anticipated large revenues and early profits, putting the

service team under pressure to perform in their figures.

Comparing these cases with the other four cases reveals critical differences around how the
innovator teams approached service development and implementation, and more specifically,
how they managed the various constraints in the emerging market context. For instance, both
carpooling teams paid only little attention to the fact that in contrast to developed markets, they
could not rely on institutional foundations such as laws, a reliable legal system and a regulatory
oversight, as their Western counterparts can. These shortcomings in institutional foundations,
however, carry severe risks for the end-users, and thus can lead to failure if not adequately
addressed. Compared to the other two services, they devised a more complex set of actions and
activities to address various constraints. These teams adopted a human-centered perspective to
service development, by approaching problems with empathy and relentless efforts to explore
the origins of the problems to co-develop adequate solutions. Hence, service development
became a human-centered activity in which key problems were first explored before a solution

could be found. Table 6 illustrates the comparison among these six startups. To reveal how
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these four innovators approached service development and implementation, the narrative that
follows includes a data structure display (Figure 13). It depicts the first-order concepts (left side
of the figure) grounded in the tongue of the informants, the second-order concepts (middle of
the figure) which consolidate the data to a conceptual level, and the four aggregate dimensions
that emerged from the data analysis. The narrative of the first-order findings describes the
emergent concepts and themes as they sequentially appear in Figure 13 which is supported by
a data table of emergent constructs (Table 7). The relationships among the concepts are
displayed in a grounded theory model of “designing for multidimensional value” (Figure 14),
which graphically depicts the dynamic flow of the findings and illustrates how the experienced

challenges, activities, practices and the multidimensional value proposition are intertwined.
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Figure 13: Data Structure
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Building on cultural values Synchronizing
Taking into account established social practices (personal referrals)
Enhanced reliability and transparency
Aggregators of trust Emergence of Trust
Customer value: Cost-effectiveness, ease-of-use and reliability N Multidimensional
Ll

Social value: Employment, gender equality and contribution to SDGs

Value Proposition

Continuously shifting focus due to new emergent problems
Understanding and respecting the local user
Bringing the pieces of the puzzle together

Designing for
Multidimensional
Value

-

J\

-

Agaregate Dimensions

Experienced
Constraints

Service
Development
Practices

Multi-
dimensional
Value
Creation

Pattern

Source: Own illustration.
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5.2 Experienced Constraints

Engaging in NSD in the local transportation sector in sub-Saharan Africa brought to the surface
a complex web of constraints, which can be grouped into two major categories: (1) institutional
voids, that represent the various malfunctions of the institutional system and (2) resource

scarcity, that comprises the scarcity of firm- and user-level resources.
5.2.1 Institutional Voids

Institutional and Infrastructural Gaps. First, all informants encountered a bundle of
institutional and infrastructural weaknesses as they started to develop and implement the new
service. One major obstacle that entrepreneurs experienced was the underdeveloped physical
infrastructure. Road networks, highways and metro railway lines were in short supply and seen
as ‘insufficient’ for the increased movement of goods and people. The CEO of Motorcycle Taxi

illustrated the situation in Kinshasa as follows:

It’s one of the biggest cities in Africa. It has a good technology infrastructure and
it’s been the most challenging city world I had been moving around. It has maybe
15 governed buses and it has a city of 15 million people. And the way most people

get around is painful, slow and particularly not priced intelligently.

The respondents depicted the public and physical infrastructure as “non-existent”, “deficient”
and as “inadequate in meeting the rising demand for public transportation and logistics
services”.>% For example, Bus Shuttle grappled with very poor conditions of the road network

as a limiting factor for the geographical expansion of their service:

Of course, we need better roads because if I ’'m going to run a city bus that is a low
riding city bus, then we cannot have potholes on the road. We cannot have
speedbumps. That one speedbump is a size of a mountain and the other speed bump

iS not existent, it is tough.

At the same time, the transport industry was described as a fragmented sector, because
regulations as well as the structure of the industry were not rigorously determined by the local
government. Respondents pointed out that competing, operating and surviving in the transport

5% See Appendix 14.
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industry is challenging, because of the dominant role of the informal sector in the market. The

CEO of Bus Shuttle described the negative side-effects resulting from the informal sector:

In Kenya, the so-called matatu industry is worth $2 billion and has no state-
ownership, plus they pay no taxes. Because of their size, it has been difficult to
regulate and systematize the public transport sector.

The CEO of Trust Taxi explained the major advantages of informal services compared to formal

transportation services:

You go down the street and there comes a matatu. | can jump in and drive for hours.
The formal bus companies were not able to deliver a better product in terms of
buying a ticket. | need to go down to a place, stand in line and wait like 15-30

minutes. It is because they don 't have technology.

The respondents explained that “ill-planned policies” and an “insufficient supply” of public
transport created a fruitful ground for informal service providers to become the dominant
players in the market. Even though they seem to complement the deficient transportation
system, informal service providers are also viewed as being the source of many problems. The
CEO of Bus Shuttle explained that one major issue with these informal services is “the lack of
transparency and reliability”. Customers, for example, cannot rely on standardized prices,
arrival times or expect an amenable service experience because informal drivers often behave

dishonestly and haphazardly, disregarding any formal rules.

Furthermore, the respondents observed that passengers also faced other hazards in their daily
travels, such as “violence”, “abuse” and “harassment” from informal transport vehicle

operators. The CTO of Bus Shuttle gave an example:

You know, | can’t go on a matatu with my laptop, it might get stolen. Sometimes, |
feel that I could not put out my phone and must keep it in the pocket until | am done

with my trip. And for women it is even worse.

Informal operators as key competitors also had to be treated carefully because they were likely
to display violent behavior. The extent to which regulations can be invoked and enforced in
case of unethical behavior is very limited in a context devoid of a reliable legal system. The
CEOQ of Bus Shuttle stressed:

The other challenge was that like when we are doing our market activation, and

some of the routes are actually controlled by cartels, and you run the risk of getting
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your inventory burnt and things like that, you have to have a very tactful ground

game in terms of how you are interacting with other players.

The lack of regulation in transportation and the weaknesses of the institutional system are also
reflected in the number of traffic deaths. Motorcycles and informal minibus services have been
viewed as the main causes for the large number of road accidents due to “careless driving”,
“unsafe habits” and disregarding traffic rules. Drivers often do not adhere to rules and speed
limits and do not have the knowledge of how to ride a vehicle in a safe way, as the CTO of
Trust Taxi explained. Similarly, the CEO of Motorcycle Taxi stated that, “If you hop off the
motorcycle at your destination, you feel like: Oh, my God, that guy almost killed me. And here,
moto accidents are the second leading cause of death — after HIV/AIDS.” Also, vehicles and
buses were described to be in a bad condition, with “broken speedometers”, “defect headlights”,
“a lack of safety belts” or “dirty and smelly seats” because they do not need to pass technical
inspections or need to fear being stopped by the police for these safety deficiencies. This
absence of effective sanctions, such as penalties and a reliable legal system, were viewed as the
main reasons for the various dysfunctionalities and the opportunistic behavior in the

transportation sector.

Lack of Trust. Respondents described the widespread lack of trust as another major void in
the local business infrastructure. This absence of trust manifested itself in different ways. First,
informants described customers as sharing an unspoken, but ingrained distrust towards the
conductors of minibuses or taxi drivers because they usually feel being at risk to experience
some form of unethical behavior during the ride, such as “robbery”, “fraud” or “careless
driving”. Furthermore, customers could not predict the prices and were used to regularly switch
their mode of transport. As the CTO of Bus Shuttle underlined: “The minibus fares are not
standardized and many customers have to decide every single day whether they can afford to

take the mini-bus or must walk.”

These negative and unpredictable incidents were reported as being regular occurrences in the
transportation sector, which cultivated a deeply entrenched distrust among the customers.
Respondents ascribed this deep sense of distrust to the negative experiences customers made
over the years with existing transportation services — predominantly performed by informal
service operators. “Most people in Western cities wouldn’t accept all those risks traveling to
work or across town, but people here have no other choice and motos and minibuses are the
fastest and cheapest mode of transportation”, as the CEO of Motorcycle Taxi stressed. Since

people only have limited choices, they “seem to have learned to accept these risks to somehow
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go on with their lives because private motorization, such as buying a car or motorcycle, are

often beyond their financial reach”, as the CEO of Bus Shuttle explained.

All respondents recognized the vital role of personal networks and referrals from people they
trust to mitigate the risks of transactions with new actors. The CEO of Trust Taxi exemplified
how customers try to circumvent this trust void in the local taxi sector by leveraging their

personal networks:

People don 't go with a random taxi driver; it is not a function here. A taxi is a person
who has relationships that you know, you trust, you always call your taxi guy, he is
always available for you, except when he isnt, and then we he is not, he sends you
his trusted colleague who you’ll only accept to work with because he is personally
referred, where you can even reach your driver on the phone. Or you’ll call your
friend and your friend will send her trusted taxi guy to pick you up.

The innovators observed that customers preferably interacted with members or actors within
their “personal networks” or whom they have been referred to and tried to perform transactions
exclusively within the confines of their “personal trust radius”, as the respondents observed.
This trust deficit in the transport sector also posed a large obstacle for the implementation of
the new services because the innovators were affected by the general reluctance and skepticism
that customers displayed towards transportation service providers. Hence, in addition to gaining
social approval and legitimacy as young firms, the innovators acknowledged needing to find
ways to overcome the suspicions and prejudices of local customers and rebuilding trust if they

wanted to create a commercially viable solution.

Furthermore, all innovators encountered trust issues when interacting with potential business
partners, especially local drivers. One key problem was that drivers were often not officially
registered and could not provide documents, such as IDs, certificates or licenses, which confirm
their official legitimacy and experience in driving. And if they did, these were often
counterfeited versions. The CTO of Trust Taxi noted: “Because identities can be easily faked,
it is difficult to trust someone ... Here the likelihood is high that the person will take advantage
of you.” The CEO of Bus Shuttle also explained that contracts were useless in the local
environment because if one violated the agreement, the legal system was too weak to enforce
the agreed upon contractual terms. Consequently, dishonest actors did not have to fear the
prospect of legal sanctions. This means that innovators could not rely on business-supporting
institutional foundations as a backbone for their service if things did not turn out as originally
agreed on with business partners or if fraud occurred. The lack of official information,
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combined with a rudimentary developed legislation, substantially complicated the process of

collaboration and network formation.

Respondents also struggled to trust in public officials because of high levels of corruption. The
CEO of Shuttle Service exemplified the problem of corrupt public officials on the ground: “As
soon as your vehicles are on the ground, the police gonna stop you and ask for bribe because
you are working in a cash ecosystem.” Similarly, the CEO of Trust Taxi stated: “At any
moment, they can come in and decide that they want to take a piece of your business.”
Governmental intentions and actions were, thus, often perceived as detrimental to the new
service and the underlying business. The respondents described this ambient trust void as
“slowing things down” and “complicating the situation”.

5.2.2 Resource Scarcity

Beyond describing institutional voids as experienced constraints, the innovators also depicted

resource scarcity as substantially affecting service development and implementation.

Firm-level Resources. First, startups grappled with the severe lack of high-quality human
resources. Especially, the lack of senior IT personnel with competences in “data science” and
“software engineering” posed a substantial obstacle for the young tech firms and the fate of the

new service. The CTO of Bus Shuttle elucidated this issue:

The biggest challenge has actually been getting an engineering team in place
because when you talk about big data, machine learning and artificial intelligence
around this service, there isn’t great talent on the continent, yet. Those people who

have been exposed to it and who can do it, are a bit expensive.

Employing local tech talents was associated with high financial costs for the startups because
the available pool of senior developers and designers was small compared to the demand, and,
thus, over-priced. The vast pool of cheap workers, on the other hand, required a lot of training
to compensate for the educational gaps. Due to the lack of effective government investments in
education and building the skills of their human capital, the burden was on the shoulders of the
firms to train and skill the employees and partners in-house. The CEO of Bus Shuttle noted:
“The problem with human resources means that you can’t kind of rely on doing their jobs
properly.” The CEO of Motorcycle Taxi was frustrated about Western misconceptions of

human capital costs in emerging markets:
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Investors generally expect ‘cause you are in Africa, so things should be cheaper. So,
you don 't get financed the same way you would in North America or Europe. But in
fact, while some things are cheaper, like getting one chair is cheaper, but top talent
is top talent, and if you are trying to get someone who can enable the company, it’s
not cheaper to find him here, it’s going to be more expensive, ‘cause you have to
create a financial incentive that makes him slip into an extremely challenging
environment, like in Kinshasa, for example. It’s cheaper here to hire low quality, but

high-quality human resource is extremely expensive.

Likewise, human resources with superior managerial competences were also in short supply.
As the CEO of Trust Taxi stated: “[Finding] human resources is incredibly difficult, to find
really top-performing people that can build a company that can compete at a global scale. This
is a big challenge.” Managerial capabilities were viewed as particularly important for the
growth stage when firms began to scale the service, enter new markets and seek to establish

operational routines. The CEO of Motorcycle Taxi voiced his frustration:

Human resources are such a challenge, and it is just frustrating when you want to
hire because hiring is hard to do here. | am trying to hire six to seven people right

now and it’s my full-time job.

Overall, human resources associated with advanced education were a bottleneck for all
innovators. Respondents further described that most talents seek to start working for startups
and companies in developed economies, because of better remunerations, improved work
conditions and overall better opportunities. The CEO of Motorcycle Taxi described these

aspirations:

People dream about living in North America and Europe. So, most people who are
kind of successful and often educated enough to be able work at a higher level, would
prefer to work in North America or Europe, where their kids can be in elite schools,
make it a prestige factor and it’s a more comfortable lifestyle. Though, there is also
kind of reverse brain drain in terms of people being motivated by stories that allow

them to empower their countries where they are from.

It is expected that it will remain difficult for startups to find and afford talents with technological
and managerial competences. With the brain drain of top talents, the respondent projected that
the availability of superior human resources in the local business environments will continue to
decrease. In view of this decreasing human capital availability, the respondents expressed their

worries about the viability of their businesses and the scalability of their services.
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Access to financial resources was reported as another major constraint for all startups. The
founders complained about the limited access to capital to scale their service, high interest rates
(often above 20%) and exploitative venture capital (VC) investment proposals. The CEO of
Bus Shuttle illustrated the difficulty of raising capital: “Capital is a big challenge because I can
mention sometimes capital to kick-start something is not something that you can raise in the
local market easily. So, you have to constantly look at how you manage that.” Especially, early-
stage funding was experienced as a major obstacle in the African context, as the CEO of

Motorcycle Taxi highlighted:

There is no shortage of VC for later stage deals, more investments are opening all
the time, anything that is at the Series B or beyond, | would say probably that is not
so hard to find funding. There is a big gap in an early seed stage, angel stage

funding.

Access to capital was important to finance service-relevant assets (vehicles, motorcycles,
smartphones, equipment and branding) and pay the team. For Bus Shuttle, Motorcycle Taxi and
Trust Taxi that were aiming at changing the fleet of vehicles on the road, the lack of financing
options was a key hindrance for implementing the new value proposition as bank institutions
were generally unwilling to either give credits to the young tech firms or to their partner drivers,

who could not provide financial statements and a driving history.

Even though there were various sources of donor money from NGOs, all innovators tended not
to use this money as it might distort the business and distract the company from its original
purpose, as the CEO of Trust Taxi elucidated:

If you do have a social impact concept, there is a wash of impact investors,
international donors, NGOs, that are looking to invest in social impact-focused
businesses, even if the social impact is like Kenya at its best. A lot of times, one of
the challenges is in this market that this money comes with a lot of strings attached.
And so often they will distract the company or an entrepreneur from their primary
purpose because they say we gonna give you this money, but you must do this slightly
different. And one is faced with the choice between go out of business or take the
money and be willing to pivot slightly, most people choose to pivot but then, it’s
necessarily not their first choice. There are a lot of challenges around that money.
There’s a big argument, very constant discussion, back and forth, whether all this

donor money is good or bad for the startups in the innovation ecosystem here.
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Furthermore, the CEO of Bus Shuttle exemplified the investment mentality of local business

angels:

The angels that are here they often didn 't make their money in technology they made
it in some traditional sector and so when they invest, they don 't necessarily invest in
a way a tech investor in another tech ecosystem around the world might. So, they
tend to be less angel like, it’s not uncommon to find a Kenyan business angel who
will say something to you like: “Sure, I’ll give you 50,000 dollars, but I want 40%
of your company. ” And with these deals, you can only walk away from that offer.

User-level Resources. Operating in a low-income environment was experienced as another key
challenge because the startups needed to ensure the service to be affordable for the customers

and to still generate a profit to sustain the business.

The young tech firms faced a situation where large parts of society could not afford
transportation and where the middle-income groups were perceived to be extremely price-
sensitive. As the CEO of Motorcycle Taxi said: “More than half of the population is unable to
afford motorized transport.” The CEO of Bus Shuttle illustrated the transport situation in

Nairobi’s slum area:

Kibera is one of Africa’s largest slums. But what’s happening for the bottom of the
pyramid is that maybe a simple bus ticket seems too expensive. In a sense that they
are forced to either walk or cycle to work. And most of them go to work in the
industrial area of Nairobi. They start working as early as 4 AM. They are on the
road walking. They are in a miserable situation because there is a wide gap in terms

of what is publicly available and what can be afforded.

Hence, startups faced difficulties with targeting the huge customer segment situated at the
bottom of the pyramid in the early phase. The CEO of Motorcycle Taxi clarified their strategic

course of action:

It’s not our purpose to make a product that is just for the middle class. It’s just
challenging because you need to make the right product for this market. In Kigali,

it’s been challenging to market for the value where we can price ourselves at.

The respondents were aware of the volume and the potential at the BoP and the impact they
could possibly create if they extended the value of the service down to the lowest income

segments of society, yet, was considered for the later stage.
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Furthermore, available payment options posed another key obstacle to the functioning of the
service and the underlying business model logic. Respondents described that viable customers
often did not have bank accounts or credit cards, so that the rate of successful cashless

transaction was low. The CTO of Trust Taxi noted:

It’s not so much that people don’t have the cards to pay, but also even if you have
the cards, the likelihood if the card works is extremely low. It’s like half of what you

see in the West.

Similarly, the CTO of Bus Shuttle said: “Payment doesn’t work. We had 100 credit card
transactions and only one got through. In the other service, from 40% of the trips, we didn’t get

any cash. We had so many issues with credit cards that we had to shift to cash.”

Innovators described the lack of digital skills and literacy of the end users as additional key
barriers to the service development and the implementation. While entrepreneurs were
enthusiastic about the rapid penetration of the mobile Internet as the key enabler for addressing
many problems, they realized that building a digital service innovation for the emerging market
context was more complicated than expected because of the users’ limited digital capacities. As
the CEO of Motorcycle Taxi stated:

User-testing revealed that customers didn’t recognize many kinds of things in the
service-frontend that is taken for granted in the developed economies. And this really
took me by surprise. For example, like having an X to close, people haven 't
recognized. People sometimes didn't realize the meaning and symbols of the

different colors, saying for example “You should click here ”.

The CTO of Motorcycle Taxi explained that the lack of intuitive usage can be attributed to the
fact that local societies are online for the first time and had not been exposed to IT and the
Internet before to have the chance to learn how to intuitively use their smartphones and apps

respectively:

Most people in Europe or North America, they are used to computers and Windows
machines. So, they already grew up with a keyboard and they have this legacy and
familiarity with technology. But here, quite often, a smartphone is the first peak in

technology a person has ever touched.

These insights in the customer behavior with mobile phones, especially the limited

comprehension of how to effectively use a smartphone, had wide-reaching implications for both
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the service development and the implementation. They realized that the Western service
blueprints required a substantial redesign if they wanted to be successful in the local market.
The CEO of Trust Taxi noted: “It slowed down everything, because we had to design everything
from scratch, so that the service makes sense for the people in their current development stage.”
This crucial insight had important implications because they had to pursue a different design
approach and abandon the initial concepts.

Furthermore, the use of the mobile Internet was reported as another major problem. The CEO
of Bus Shuttle elucidated that people often bought smartphones but did not have a mobile
Internet. For many people, mobile Internet is still too expensive. This represented another
bottleneck for the implementation of the mobile service app. The CTO of Motorcycle Taxi
explained that data prices in some markets remained relatively high and that people could not

afford these extra expenses:

So right now, it’s like the biggest revolution in the world right now, it’s like a 20
dollars smartphone. In Rwanda, like your house staff will have a smartphone and
the smartphone itself is a bottleneck. The bottleneck is data because people want to
use smartphones, but they won 't always have active data plans. They also don 't have
the comprehension how to use a smartphone. So, for example, what is extremely
common for people is that they have smartphones, but don’t have an e-mail address.
They don’t have the Google Play Store or Apple App Store installed. People use it

primarily for Facebook, making transactions and sending messages.

The respondents emphasized that these multiple constraints surfaced over time and could not
be identified at the beginning of the service innovation process. As a result, all innovators were
confronted with a complex web of constraints, that were associated with the problem of
transportation poverty. This means that the innovators, who were motivated to develop new
transportation services, could not only focus on the development and implementation of a new

service, they also had to find ways to fill the gaps in the institutional system.
5.3 Service Development Practices

5.3.1 Leveraging Digital Platform Capabilities

Analyzing how innovators responded to this complex web of issues surfaced various actions.
One category of practices involved several activities of creatively using the features and the

inherent IT capabilities of digital platform technology to respond to these severe issues. These
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activities were collectively referred to as leveraging digital platform capabilities to address the

various shortcomings in the local context.

Integrating Multiple Partners. First, to better cope with the scarcity of the resources, the
founders engaged in networking with external partners. To access relevant resources from
potential partners and enable new resource combinations, digital platforms were used as
facilitators for partner integration. The innovators primarily had to focus on building the supply-
side of the service platforms by providing an adequate number of vehicles on the roads,
equipped with sensor technology often used from the smartphones. To do so, all four firms
approached existing fleet operators and taxi drivers, predominantly from the informal sector, to
recruit drivers with vehicles. These conventional operators usually lacked a marketing strategy
and a digital service offering. The CEO of Delivery Service explained the logic behind the
partnering strategy: “We work with partners, which means we don’t own any assets. We don’t
pay salaries to any drivers. We connect drivers with vehicles to people who want to do
deliveries.” To convince this group of private fleet operators to join the network and to neglect
their previous business model, the innovators had to come up with strong value propositions.
The CEO of Bus Shuttle, for example, highlighted the efficiency gains that are realized through
aggregating functions on the platform when talking to different partners:

When we talk to fleet operators, we are saying you can drop your old models of work
and actually join this network that gives you transparency, revenue guarantee and
value that is measurable because we aggregate demand, we do the ticketing and

dispatch your vehicles equally.

To increase the attractiveness of the platform and to offer stronger and instant incentives for the
drivers to come on board, the startups worked towards interfacing with firms, which were not
constituent for the service itself, but that could provide these extra benefits for the drivers. The
CEO of Trust Taxi explained that providing these additional benefits for their partners was
important because it increased their willingness to collaborate in the long run. To increase the
incentives, innovators approached a diverse set of partners, such as telco providers, insurance
companies, banks, oil companies and car wash stations, with whom they could co-create
benefits for the drivers. The CEO of Trust Taxi stressed:

Most of our initiative was around leveraging the benefits that we could give to the
drivers. We partner with many organizations, such as car servicing, car wash and
insurance. Each of our customers will get some sort of discount as well ... So, it’s

really big on the incentive part.
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To create a win-win situation with this group of business partners equally required a strong
value proposition, which clarified what they could expect from this partnership. The CEO of
Bus Shuttle, for example, aimed at giving ... everyone on the bus free WiFi to a certain point,
so that customers could look up content during the ride.” To negotiate a cost-efficient solution,

they made the following proposition to the telco provider:

If we get anonymized cell phone data from this mobile operator, we are able to sell
some of the operators’ products within our environment ... Remember people are
also browsing on the bus and in cars. By partnering with them in terms of a
commercial product, | could increase their sales in mobile data by 5-10%. So,
there’s always a bottom-line agenda there.

The digital platform created the required transparency for this type of collaboration among
actors because it collected data about the exact amount of value that was exchanged and at what

time and in what frequency.

The digital platform was also used to bridge the persistent infrastructural gaps in finance and to
build partnerships with financial institutions, such as banks. All the respondents faced the issue
that most of the individual drivers did not own their cars and did not have the financial resources
to buy a car or to obtain a financing plan. The CEO of Trust Taxi explained how the digital
platform enabled the emergence of a new cooperation that would be unthinkable without the

technology platform:

Our technology platform provides consistent data and information. In the banks,
they ask you for collateral and maybe how many statements you have and all these
things. The segment of people who are looking for a job opportunity, especially in
our markets, either don 't have these structures of credit scores that help them to get
finance and in case they get financed, the interest rates are often above 20%; that
kills the case. So, what we do is behind the scenes we go to the bank, we go to the
OEMs, we basically present the case, where we are saying: Here is our sort of data
that allows you to see the creditworthiness of the driver. We have the data that is
showing you this partner can afford to pay off the car, so that’s where we are coming

from.

Drivers who never had an official record of their existence (e.g., birth certificate) or access to
credit were now able to open a bank account and create a transaction history. All four firms
reported, that bridging this infrastructural gap by creating access to finance for the previously

informal driver who could work towards owning a car for the first time in their lives or get a
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banking account for their savings, has worked as an extremely strong incentive. These prospects
let them “experience pride” and “greater identification in their role” and overall made them

more aligned with the startup’s goals. The CEO of Trust Taxi describes this effect:

So, basically ‘cause we mainly worked with independent taxis, so these are a guy
that either rents his vehicle by the day for about ten dollars and then it works as a
taxi or maybe if he is lucky he owns his vehicle. But very few of them own and all of
them dream of owning a car and a taxi. It is by far their best chance they have of

climbing any economic ladders to own their own vehicle.

To build these new value relations and to create a “win-win situation” for all parties involved,
the startups had to continuously create differentiated value propositions that satisfied the
expectations of their multiple partners. Once these new value structures had been established,
the startups managed and coordinated them by leveraging the capabilities of the digital

platforms, i.e., the performances and contributed value of each party was documented.

Filling Information Gaps. To overcome the severe information deficit in the transport sector,
the platform was used to provide automated information, such as proposed routes, expected
prices, arrival times and durations of the rides, for the customers to enhance the transparency
and the reliability of the service. “It is like lighting up a candle in the darkness”, one manager
of Motorcycle Taxi noted. The real-time flow of the information and the instant confirmation,
on the other hand, boosted the customer confidence in the service. For instance, the CEO of

Bus Shuttle explained the value of real-time updates:

A key pain point that people are experiencing here is, | am standing at a bus stop
and | have absolutely no idea when my bus is going to get here. With technology,
we re able to give people that time back and say: Lisa, you can sit at the office and
we are able to tell you, when your bus is seven minutes from your pick-up spot and
then you can walk slowly and by the time you go to your bus stop, your bus is there
... So that’s a tremendous value that essentially you are saying, you are giving

people the time back.

To enhance the transparency for the customers and to prevent the drivers from charging
arbitrary prices, algorithms calculate standardized fares and shared this information with the
customers and the drivers in the app. This information supported the decision-making for the

commuters because they could rely on standardized fares or pricing schemes. The goal was to
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provide a service that was fast, fair, understandable and inexpensive at every step. Trust Taxi

communicated the changed service experience to its customers as follows:

Don 't wonder where your driver is anymore, see his location in real time and pay
consistent fair prices, regardless of conditions and time. Never argue with another

taxi driver over prices; pay the same amount, day or night, rain or shine.

Furthermore, all firms embedded the feature of community-based reviews into the service app.
The CEO of Motorcycle Taxi highlighted the value of the “social feedback system” as a critical
feature of the service to stimulate trust because it created an unprecedented transparency for
both clients and drivers. Customers could ... see for the first time who they are actually driving
with and how this person is rated by the community based on previous transaction”, as one
manager of Motorcycle Taxi noted. The CTO of Motorcycle Taxi added: “So, if the service was
bad, we can have accountability because we promise to our customers that they get paired with
good drivers only, while we take bad drivers off our system.” After each transaction, both the
rider and the customer were invited to give feedback, which, over time, created a user-based
transaction history on the platform. This allowed the innovators to sense if the service
performed well or whether they had to take action. The databases of the transaction histories
were regarded as a core asset for these digital services to function as they incentivized a risk-
taking behavior on the side of the customers, who were provided with community-based ratings,

and, thus, could engage in more trustworthy transactions outside of their personal trust network.

Furthermore, addressing the huge trust deficit involved validating the drivers. For example,
Delivery Service claimed a bundle of different documents from their partners (drivers), such as
a“... national ID or passport, a valid driver’s license, a motor vehicle insurance, a motor vehicle
logbook and a proof of ownership.” Yet, the problem was that most drivers were often not
officially registered, and, thus, could not provide these requested documents. To compensate
for the lack of formal identity and credentials, Trust Taxi, Motorcycle Taxi and Bus Shuttle
thoroughly validated the little information that drivers could provide and stored all available
information, including digital copies of analog documents, in the platform’s database. The CEO

of Trust Taxi described the procedure of on-boarding drivers as follows:

We send one of our driver community managers to meet with independent drivers or
a small firm, we’ll collect all their documents, screen them, validate them, things
like this. We do collect credentials, as much as | said earlier that we don 't believe
that credentials are really worth all that much, we still do collect them and save

them in our system because part of it is liability, it’s due diligence, even if these
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things don 't actually mean so much at the end of the day. So, we go through all of
that, we’ll get them on-boarded, we Il train them, we ’ll give them our software. And

then we start working with them.

The other firms in this study also asked for “police reports”, ran “psychometric evaluations”,
vetted “social media profiles” or performed “address verification”. Any gathered information
was then transferred to the platform. By aggregating this unprecedented amount of personal
data and information, the innovators gradually began to accommodate institutional functions.
Hence, they found ways to compensate for the lack of business supporting institutions, such as
registrations and licensing offices. The CTO of Motorcycle Taxi described this as the process

of formalizing the informal sector:

Over time, we are able to get more granularity of the data that is collected. So, you
have clear records of everything that is happening on the platform. You're
formalizing somehow an informal sector to an extent that wouldn’t be possible

without the technology and the platform.

Given the overall lack of sector-relevant information and market analysis, the CTO of Trust
Taxi stressed the huge informational value in the data they collected on their proprietary
platform. The CTO of Bus Shuttle, for instance, noted that the range of insights gathered on the

platforms could support governmental infrastructure planning and policy-making:

Based on the data we ve collected, we are able to figure out how the city moves, how
Nairobi moves. So, we could give information to the government about all trips that
had been made in a predefined zone, as slum areas or disadvantaged areas or places

that are poorly served by current transport networks.

Reducing Costs. The digital platform was also used to reduce the costs for all participants
involved, especially transaction costs across all relationships. All services aimed at matching
the riders and the ride seekers in an efficient and trustworthy way. This matching substantially
reduced the transaction costs. Given the low disposable income situation and the high price
sensitivity, all four firms had to find ways to reduce the costs for the customer. All respondents
confirmed that price and costs were the main decision factors for customers whether to adopt a
service or not. The CEO of Motorcycle Taxi noted: “It really took me by surprise. But people
aren’t concerned with safety, they deprioritize it to convenience and to cost. And safety is not
something that people are willing to kind of treat as a premium.” All founders described pricing

as “tricky” and “intricate” because the innovators needed to balance out both the interests of
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the drivers, who sought to generate higher turnovers, and the customers, who wanted to move

around cost-effectively because of their limited ability to pay.

To get both sides on board, all four startups primarily sought to save operational costs by
increasing “fleet efficiency”. The CEO of Motorcycle Taxi described the rationale behind this
strategy: “If you utilize them [drivers] more efficiently, so they have a higher take-home pay,
then the customer pays less money per trip because basically the driver’s increased efficiency
allows the price reductions.” To increase utilization implied providing more trips to the drivers,
which, in turn, meant to stimulate the demand-side. Spurring demand in all cases involved
extending the service portfolio by developing entirely new service concepts or targeting new
segments. The CEO of Motorcycle Taxi gave the following example: “We do late-night-trips,

where you wanna be with a safer driver. We do female drivers for female customers.”

The costs for developing a new service layer were relatively low once the platform and core
service had been established. All four startups also designed service offerings to target corporate
customers due to their higher paying abilities:

So, we do B2B, corporate trips, this is like trips where employees of companies take
motorcycles to get around and they want to have a clear accounting. These trips are

higher priced than regular trips because they compensate for the lower prices paid.

From the perspective of the founders, this ‘cross-subsidization” was important to cater to the
clients with a limited income, while maintaining the viability of the service in the aggregate.
The profit to be made concerning the better paying customers was then reinvested to
compensate the lower prices that were paid by the customers with less money. The CEO of
Trust Taxi noted: “Changes in the software could be realized at very low costs.” For instance,
once the core delivery system was established, derivative service offerings (value propositions)
could be developed at a very low cost because existing platform capabilities, such as ‘payment’
and ‘dispatching algorithms’, could be recombined with other capabilities to create a new value
proposition with less effort. The CTO of Bus Shuttle said: “The digital platform technology is
both the differentiator and the enabler for intelligent business solutions in Africa that had not

been possible in the years gone by.”

Even though all founders recognized the great potential of targeting the low-income segment,
they primarily focused on the middle-income and upper-middle class to “start operations”,
“train algorithms” and build a resilient technology and business model, whereas targeting the
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BoP was planned for the later stage. The CEO of Motorcycle Taxi explained this strategic

orientation:

Right now, we are very much middle class and upper middle class. People who take
motorcycle taxis, in general, are a middle and upper-middle class by Rwandan
standards, someone who makes maybe like three or four dollars a day. But these are
professionals who want to get to work on time, so commuting is probably our biggest
purpose in transportation, and people who want to go home from bars and
restaurants and at night wanna have trust. So, we are targeting people who are a
step above the normal motorcycle taxi user would take, but still somebody who just
has fulltime access to the vehicles ... | am very ambitious to know how people down
the pyramid think we can go for the next two years. It’s not our purpose to make a

product that is just for the middle class and the rich.

Bus Shuttle, Motorcycle Taxi and Delivery Service confirmed that the digital platform
technology had been the key enabler for reducing the costs because it allowed “increasing the
resource efficiency”, “streamlining the procedures”, “gathering the data and information” and
“designing new service layers” efficiently. As the CTO of Motorcycle Taxi noted: “By
aggregating business functions, we think we could improve the drivers’ productivity by 20-40
percent. And this allowed us to offer competitive prices.”

Stimulating Behavioral Changes. Seeing drivers as a major safety hazard in transportation,
the digital platform capabilities were leveraged to stimulate behavioral changes by redefining
rules to improve the service experience for the customer. The startups paid special attention to
the design of the physical touchpoints between the customers and the drivers. This was
important because the service encounter was “the moment of truth”, the moment when
customers and drivers interfaced and interacted with each other. To create an amenable service
experience, they had to address “careless driving” and deceitful orientation often displayed by
the drivers. To change this harmful behavior, all startups defined and established a set of rules
for this group of partners and leveraged digital technology for monitoring the behavior. In
operational terms, they pulled sensor data from the drivers’ smartphones to control deviations
from the pre-defined rules and terms. Motorcycle Taxi paid particular attention to “acceleration,
braking and speeds”, as the CTO stated. He further explained: “The data is then analyzed and
used to give drivers a score out of a hundred. They must score at least 90 to keep working with

the company.”
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These control mechanisms came into play because the innovators made the experience that they
could not be confident that the drivers would “keep their word” and drive according to the
established safety rules. For example, Motorcycle Taxi established a penalty system inspired
by soccer in which “drivers that are 80-90 percent compliant receive yellow cards, while those
below acceptable levels received red cards and had to serve a one-day suspension in the ‘penalty
box’.” This type of continuous monitoring allowed the firm to take action if the goals were not
met. At the same time, these penalty systems served as a compensating mechanism for the lack
of formal rules and norms in the local settings and to regulate the behavior in the streets. The
CEO of Trust Taxi noted: “We cannot rely on a robust institutional system, such as in developed
markets. You have to build everything on your own, if you want to be successful with your
service here.” Motorcycle Taxi was quite successful in improving the driving behavior of their
drivers: “We are proud of it that safety is actually something that we’ve been quite on point in

terms of that we have done more than 400,000 trips with no serious accidents to our names.”

Another strategy to promote certain behaviors involved the standardization of workflows to
enhance the performance of uneducated workers, for instance, establishing standardized
procedures “... to ensure a standardized service experience for the customers.” To do so, the
innovators had to break down key duties and tasks to concrete “easily understandable steps”,
which the riders could simply follow on their screens when going on a ride. Motorcycle Taxi,

for example, developed a so-called digital checklist:

A big thing | 've been working on with my colleagues, like basically trying to do a
McDonald’s style automation of processes because like again this problem with
human resources and partners means that you can 't kind of rely on doing their jobs
properly. Seems that we basically have like a series of every employee or partner
has an automatic task list to say. It is like checking things off very methodically and
it kind of bothers me because | feel like it’s kind of a robotization of work, but at
least at the countries | am operating in, people already like it. It seems that they like
the idea that there is a clear direction and clear deliverables and you know they

exactly know they are doing their things properly.

While digital instructions were helpful for the service delivery process, intense training sessions
to teach drivers how to create an amenable service experience for the customer and how to
communicate with the customers, were found equally important. As Trust Taxi noted: “At the
beginning drivers had no service mentality” and often could not conceptualize “what is

expected in terms of service level.” To reverse this situation “drivers go through an extensive
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training to make sure that they have great customer care and give customers a delightful trip

experience.”
5.3.2 Integrating into the Socio-cultural Environment

Leveraging digital platforms, however, has not been enough to respond to the various
constraints and to trigger a sense-making process of the actors to change their behavior
regarding the service exchange and to increase the adoption of the service. The innovators had
to take the digital services one step further. Instead of implementing the service, they had to
integrate it with the socio-cultural environment. A second category of practice in response to
the complex web of constraints focused on activities of interweaving the digitally enabled
service with the socio-cultural environment. This was important to raise social approval and
legitimacy. These activities required social skills and were collectively labeled as integrating in
the socio-cultural context. This involved demystifying the service and synchronizing it with

established routines and standards to successfully operate in the local environment.

Demystifying. Demystifying included all activities and actions which aimed at diminishing or
eradicating complexities and ambiguities attached to the service. One strategy to demystify the
service involved simplifying the user interface. The CTO of Trust Taxi explained that local
users often “lack the comprehension” and “absorptive capacity” to use apps effectively. Thus,
they had to reduce the complexities attached to the user interface. The CEO of Bus Shuttle
noted: “The user interface needed to be as simple as possible to increase adoption of the
service.” Motorcycle Taxi rapidly programmed an app by adopting the style of a Western-based
service app, yet, made the experience that users and drivers alike felt cognitively overloaded
with this first version of their mobile app. The respondents reported that users often had issues
with navigating through the app and asked questions, such as: “What do | do next?”, “How do

I position myself on the map?” or “How can | close the window?”

Misunderstanding the instructions depicted on the mobile interface put the fate of the service at
risk because it prevented the users from deeply engaging with the app and, eventually, might
drive them away. Hence, facilitating the “in-app navigation”, “organizing the app according to
the local users’ logics” and “cleaning up the visual design” were crucial and involved
diminishing “complex screens instructions” and reducing the overall number of steps to create
an amenable service experience. The CEO of Motorcycle Taxi exemplified how they addressed

this problem:
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S0, you know we are basically doing a design language from scratch that takes into
account not the way you design an app for like a Western user base, but for a user
base that doesn 't have a legacy with technology. And it’s interesting if you look at
our application. Quite often the first thing what a foreigner says is: ‘How ugly.’

Because it’s not designed for Western audiences.

Simplifying the user flow implied adopting the taken path for completing a task by a
prototypical local user in the app. This was important to increase the adoption of the service
app. The CEO of Bus Shuttle emphasized the importance of removing any potential barriers in
the app: “So you cannot ask users for their e-mail address in the registration process because
they do not use e-mail at all. Instead, we asked them only for their phone numbers to get

registered.”

All four startups paid attention to increase their visibility and to provide information to
demystify the service. The goal was to ward off any questions and misconceptions about the
service. They figured that the widespread lack of trust, combined with limited technological
comprehension, were major hurdles for a successful service implementation. Thus, frequent in-
person interactions with the users, providing information and “showing face” to the local
audience was found to be a crucial and an effective strategy to contribute to demystifying the
service. As the CEO of Bus Shuttle stressed: “People often cannot conceptualize what digital
technology is, how the Internet works, how telemetry works, so you spend a lot of time,
explaining all those things.” An increasing visibility at major touchpoints helped to unscramble
things and “reduce distrust” and negativism often attributed to services in the local sector. This
is the reason why they not only set up the driver network, but also had agents “on the ground”
that provided support and information. The CEO of Motorcycle Taxi described the value of,
so-called, “Red Bull-style street teams”: “The street teams were extremely effective for us, not
just to raise awareness for the service, but actually they sit down, install the app and explain
people how to use the application.”

Similarly, the CEO of Bus Shuttle underscored the value of a physical agent network that

support the driver network:

You can have the most beautiful website that has the best technology that can accept
payments even in Bitcoin, but if you don 't have a distribution system by way of agents
on the ground to help customers in the last mile fulfilment, then there is nowhere
where your beautiful technology is going. So, the single thing | would say about the

deployment of digital solutions in Africa would be a physical distribution network.
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These agents helped to install the app, explain the menu, register the user and explain the overall
functionality (Why is it better compared to other services? How to navigate through the menu?
What are the benefits?). In addition, all founders agreed that the presence of the big competitors
was helpful in demystifying the service, as their high media attention created a base for better
understanding the functions of the service. The CEO of Delivery Service explained how the
service benefitted from the success of the diffusion of taxi apps:

When we first launched, we had to do a lot of things to change behaviors. Now, |
can walk into a sales pitch with a business individual and say: “Do you use Uber?
Do you use Taxify? Oh, great! We re similar to them, but we move packages instead
of people. ” It instantly changes their mindset and puts them in the context of “I know
how this works and | like Uber. | like Taxify. | think 1'm going to like Delivery
Service!”

To increase visibility and awareness of the new service, the firms used consistent branding and
were engaged to set up a standardized fleet of vehicles. All startups, thus, specified acceptable
vehicle types to join the platform. Motorcycle Taxi illustrated the standardized driver

equipment:

So, we provide for free for drivers branding, like a branding kit. Like a flag, stickers,
things like this. But then drivers need to purchase a favored helmet from us and come
with a smartphone and come with a certain type of motorcycle. However, if they
don’t have a smartphone and they don 't have a motorcycle, we have a collaboration
with a local bank, ways for them to access financing to get either a smartphone or a
motorcycle or both. So, we actually have a package that has a smartphone, helmets,

a motorcycle that basically allows a driver to join us with a complete kit.

To better integrate the service in the socio-cultural environment and to dispel the mysticism
about these new digital services in the local transportation sector, the innovators also engaged
in co-creating narratives with the users and other stakeholders. It was found helpful to cultivate
the meaning and the need for improved transport services, and to facilitate the understanding.
The innovators acknowledged that digital services still represented complex artefacts, attached

with many queries, which local actors are still “trying to conceptualize”.

Hence, depicting an improved reality in the transportation sector by using narratives has also
been helpful to improve the perception and the value of the new service. For example, the CEO

of Motorcycle Taxi noted that sharing individual success stories of their drivers on social media
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and on their website was also effective for attracting new drivers. They frequently referred to
the story of the proud motorcycle driver Fred H.:

| have driven for the company for more than a year. It’s been life-changing for me
and my family. Now, | sometimes make twice what | did when | drove on my own.

With the money, | bought a new house and sent my children to a private school.>’

Entrepreneurs also co-created narratives with other entities of the broader service ecosystem,
e.g., when interacting with the regulators and informal competitors to enhance the legitimacy.
To co-create a narrative that attracted the attention of public authorities required understanding
their needs and goals. The CEO of Bus Shuttle explained that incorporating the Sustainable
Development Goals (SDGs) in the narrative, especially those goals associated with education
and employment, was important to be considered for support or potential partnerships. The
CEO of Motorcycle Taxi summarized:

And the best way to kind of typically handle government relations is you are not
talking about the business you are talking about the story, the way the government
wants the story to be and you are a mechanism of facilitating the governments goals

in kind of a public domain.

In addition, thoughtful interactions and communication with local competitors were crucial to
dispel the threat of disruption, which especially informal actors feared. This narrative referred
to the typical struggles that service providers commonly experience in the local business
environment. The CEO of Bus Shuttle also emphasized the role of tactfulness and

communication skills when engaging in a discussion with informal players:

You must have a very tactful ground game in terms of how you are interacting with
other players, who know that there’s probably disruption coming, and they don 't
know how to handle this. So, you must be very tactful about how you go about it. The
regular things as harassment by police as your vehicles are on the ground, but for
some of those you just take a strike and make sure that you got the ability to talk

through literally anything and everything.

Synchronizing. Another vital activity to integrate the service into the socio-cultural context
involved synchronizing the new service practice with established social practices and

technological standards so that people would feel more familiar with the new service offering.

97 See Appendix 15.
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One example involved the acceptance and integration of cash as a possible payment option to
reinforce the service adoption. The CEO of Trust Taxi elucidated the logic behind it:

We accept payments via M-Pesa as well as the competing mobile money product
from America. And we also accept cash. This is on this continent, if you are working
with a mass-market product, good luck, if you’re dreaming of doing it without

accepting cash and so we were figuring out how to accept cash.

Similarly, the CEO of Motorcycle Taxi noted: “For now, users can pay with cash or debit/credit
card because Kinshasa is still early for mobile money. But of course, we plan to include a

payment platform going forward.”

Furthermore, the limited availability of smartphones with an active mobile Internet connection
had been a key bottleneck for implementing and scaling the service. To enable large-scale
access to the service despite this constraint, innovators also incorporated rudimentary
technologies, such as USSD-based menus. These technological standards would be considered
outdated in the developed market context, as the respondents noted. Motorcycle Taxi described

this shift to using basic cell phones:

We re doing a big investment into technology so that the service is very easy to
onboard new users and obviously provides them value ... As a customer, you can
either use a smartphone to order or you can call a dispatched agent, who will
basically do an old-school taxi service and dispatch a driver to you or you can use
a USSD menu for state places from your past trips and ideally we 're gonna set this
up as a funnel to try to push people over time to the smartphone because this is the
cheapest and most scalable way for us as a company. We don’t want to have
smartphone penetrations to be the limiting factor for what our total available market

is.

The startups learned that despite the rapid penetration of mobile networks and the availability
of cheap smartphones, low-tech solutions were indispensable to reaching out to customers in
African cities. Employing these easily accessible and cost-effective technologies was found to
have several advantages, such as providing an inclusive solution and promoting rapid diffusion.
The CEO of Motorcycle Taxi noted: “Our current strategy is to go into tough markets like

Kinshasa and expand beyond smartphones to feature phones.”
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Another example of synchronizing the service with established socio-cultural routines and
norms referred to harnessing personal referrals as an effective trust mechanism in the trust-

deficient environment. The CEO of Trust Taxi stated:

People will not trust those decisions and those purchasing decisions of services in
the yellow pages or an Internet directory or any of this. They use their existing
networks, their personal networks to find the services that they need. It’s all based

on referrals. And that’s why referral codes were extremely effective for us.

In contrast, Intra-City and Inter-City Carpooling paid less attention to interweaving the new
service with the socio-cultural environment. Both services represented culturally uncommon
practices that, in addition, were associated with high trust and safety risks for both users and
riders. As the CEO of Intra-City Carpooling said: “Even though our ride owners come from the
point of empathy and see the whole traffic situation, they were scared because they didn’t know
who they were driving with.” Furthermore, the usage of Intra-City Carpooling was inconvenient
because it was only bookable on the website. Integrating low-tech solutions, such as USSD, has

been omitted.

5.4 Multidimensional Value Creation

Both leveraging digital platform capabilities and integrating the service into the socio-cultural
environment contributed to multidimensional value creation. First, it built a context of trust as
a support infrastructure for the service to function. Second, they not only created a substantially
improved service experience but also created social value with the introduction of the new

service.
5.4.1 Emergence of Trust

When the innovators entered the transport sector, they found an industry plagued by a severe
lack of trust, made up by a variety of issues in the institutional system. The founders
encountered customers that were suspicious and skeptical towards the new services, while the
innovators themselves could not be confident that their partners would behave faithfully.
Overall, the lack of trust caused a major friction between all the participants in the transport
ecosystem of dealing with each other effectively and easily. Rebuilding this lost trust, thus, was
important for reducing the transaction costs between those actors and eventually for the fate of

the service.
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To restore this broken trust, the innovators highlighted ‘transparency’ and ‘reliability’ as
complementary values to cost-effectiveness and ease-of-use. The innovators’ primary focus
gravitated around leveraging digital platforms to install a set of trust-enhancing mechanisms.
For example, to create more transparency for the customers, an automated information and an
instant confirmation, especially regarding the price and the arrival time, were provided in real
time. The CEO of Motorcycle Taxi noted that for the first time, customers could build
confidence in a service because when travelling, they no longer needed to accept inconsistent
prices claimed by the driver. The CEO of Delivery Service said: “And we are happy to see our
customers enjoying the new service and all the information they get.” Providing real-time
updates and information contributed to the process of trust formation.

Creating an improved service experience was critical for the success of the services to ensure
recurrent interactions and to build a positive reputation. One customer of Trust Taxi described
the service experience like this: ““I often doze off when | am taking Trust Taxi without being
scared of getting robbed because | trust the drivers and the service.” The goal was that the
customer feels that the trusted person, in this case the driver, will make every effort to fulfil the

promised value proposition.

Therefore, regulating the behavior of the drivers was equally important to transform previously
negative service experiences in the transport sector. The CEO described the typical service

experience as it had existed before:

Before, independent drivers typically negotiated their own rates and maximized
their earnings by transporting as many customers as possible each day. But the
customer experience never mattered because only speed was relevant to the bottom

line.

To monitor the driving performance, the innovators leveraged the digital platforms to establish
a traceability system, where both the sensor data and the customer reviews flowed together to
create a profile of the driver.

The digital platform also created an unprecedented transparency in the collaborative value
creation with local partners because it exactly displayed “who contributed how much” and
allowed an honest and unbiased sharing of the created revenue. This was critical for a successful
collaboration because it compensated for the lack of legally binding contracts. The CTO of Bus
Shuttle underlined: “We can have this transparency with our partners because the platform
provides consistent data on everything.”
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However, the trust-facilitating mechanisms enabled by the digital platforms were not enough
to gain trust from the local community. The local society was still at an early stage of technology
adoption. The innovators learned to embrace this situation and explored different ways to
carefully embed the solution into the socio-cultural context to gain the community’s trust. They
engaged in an intense interaction with the users and various stakeholders to demystify the
service by detaching any kind of uncertainty. In addition, they aimed at synchronizing the
service with established cultural and technological standards. “The customer needs to have the
feeling of: ‘Oh, yes I know how this works’”, the CEO of Delivery Service noted. Leveraging
social skills, such as communication skills and being empathic with the local context, were vital
to gain social approval and legitimacy, as the founder of Motorcycle Taxi stressed.

In addition to building a new service, the innovators explored multiple ways of how to build a
robust web of trust in which the service could function. The CEO of Motorcycle Taxi aptly
described the startup’s role as an “aggregator of trust in a low-trust environment” because they
were plugging multiple trust voids. Similarly, the CTO of Motorcycle Taxi noted: “So, what
happens is that you are kind of building a trust system behind the scenes to make the service
work.” Together, these mechanisms, which consisted of both digital and social components,
wove a web of trust between the firm, its customers and its stakeholders. The innovators
frequently described this trust-building process with expressions such as “going the extra mile”
or “taking the service one step further” because they could not rely on a trust-enhancing
institutional foundation. Simultaneously, they acknowledged that trust formation is an
indispensable part of successful service development and a great opportunity for building a

competitive advantage in these environments.

The respondents also referred to the time component of trust. For example, the CEO of
Motorcycle Taxi described the emergence of trust as a lengthy process: “Building that trust
takes time — actually many years.” Trust was also described as a dynamic phenomenon because
it can change. Hence, they made decisions “about every strategic step very conscientiously”
because every decision and action could either add to the emergent foundation of trust in the

service or could erode the base of trust that had just been built.
5.4.2 Multidimensional Value Proposition

The innovators tackled multiple value creation dimensions, not just for the intended users, but
for the whole ecosystem of actors. Hence, their efforts created customer value through a new

service in the deficient transportation sector and social value.
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Customer Value. The innovators launched the new service to provide substantially improved
transportation services. The primary goal was to offer a “cost-effective and easy-to-use
solution”, which, overall, improved the “people’s ability to move around the city”. The services
were primarily designed for urban travelers who suffered from an inadequate and unaffordable
supply of public transportation and logistics services. Cost-effectiveness was considered the
all-important parameter of the value proposition since customers were extremely price-
sensitive. To reduce costs and make the service affordable, the innovators leveraged digital
platforms to minimize the fixed costs, to increase the vehicle efficiency and to develop creative

business models (cross-subsidization).

Another vital dimension of the value proposition involved the ease-of-use of this new service.
The simplified design of the app and the incorporation of additional channels, such as USSD,
lowered the barriers for the service adoption. The design of the app was adapted to the needs
and the level of education of the local society. Because of the high levels of illiteracy, it was
necessary to design services in a way, so that they could be learned easily and used without

problems.

Social Value. However, these new services not only delivered value for the end-customers, but
also provided social value for other groups in the local ecosystem. These innovators did not aim
at merely serving the end-customers, but also sought to introduce new structures and to inspire
reform and change in the social system they were operating in. For example, drivers benefitted
from a higher asset efficiency and the access to financing. Financial institutions, such as banks,
benefitted from an unprecedented transparency because the platform allowed them to qualify
adequate candidates for credit, while vehicle manufactures benefitted from increased sales due
to the new business model. These new value relations would not have been possible without

the digital platforms, that enabled the emergence of this service ecosystem.

Beyond an increased business value, all the founders focused on creating socio-economic value
and were often guided by SDGs. The CEO of Motorcycle Taxi listed the various SDGs they

pursued:

We work towards multiple on the United Nations Sustainable Development Goals,
including building a safer taxi experience (SDG 11), developing a local technology
industry (SDG 9), increasing the taxi drivers’ economic productivity through

technology (SDG 8) and enabling females to become taxi drivers (SDG 5).
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The creation of new employment opportunities®®® was a major goal on the innovators’ agenda,
like the CEO of Bus Shuttle explained:

We have a very keen eye on youths, passengers with disabilities and women, in terms
of empowering them. Youths will require the jobs, they are able to do the driving
jobs or the cabin crew jobs, both for young women and persons with disabilities
giving a decent wage.

Motorcycle Taxi and Bus Shuttle also enrolled women as drivers to support female

empowerment and equality. The CEO of Motorcycle noted:

Becoming a moto-taxi driver is a way for many people on a step towards economic
empowerment, and we firmly believe that this should be available to everyone in
Rwanda, not just men. We are now working with an additional cohort of 40 women,
putting them through training over the coming months to launch a dedicated female

moto-driver and customer product.

A manager of Motorcycle Taxi said that this work achieved more than just female employment.
“It also concerned a cultural shift”, she emphasized, because it was changing the perception of

men and women in Africa.

By leveraging their new service systems, all four founding teams shared the common desire to
generate socio-economic impact and drive change in the chaotic, largely informal,
transportation sector, where various imbalances existed. As the CEO of Bus Shuttle underlined:
“If you develop a solution for these markets, you are trying to absorb as many problems as
possible.” The new service systems were described as “open systems” that continually sensed
new problems which they were seeking to solve by reconfiguring resources to dissolve issues

in the social system.

Despite this human-centered and pro-social orientation, none of the founders perceived their
business as a social enterprise. They rather focused on doing “good business” and creating value
for all. The CTO of Trust Taxi explained this idea:

And we don 't market ourselves as a social enterprise to any extent. And not because
we don 't believe that we are bringing social impact, but because the words “social

enterprise ” are incredibly loaded and mean different things to different people and

% See Appendix 15.
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S0 we just stay away from this. And we 're very comfortable that we don’t even need
to talk too much about this just because we think we have stronger selling points in
terms of just purely our value proposition to the client and to the driver ... But what

I actually see in our service it is just a good business.
5.5 Pattern: Designing for Multidimensional Value

Looking at the various constraints and the activities from a meta-level perspective revealed a
capability of how to develop and implement new services under constraints of scarcity. All four
teams developed a complex and fine-grained understanding of the various constraints prevalent
in the local business environment. They listed numerous constraints across different categories,
and, correspondingly, performed a complex set of actions to respond to these limitations. For
example, to overcome the customers’ income constraints, they introduced new service
concepts, which cross-subsidized fares and enhanced the vehicle utilization and eventually
increased daily turnover for the drivers. In response to the safety and trust issues, the innovators
stimulated behavioral changes through a comprehensive traceability and incentive system. To
facilitate access to the service, they leveraged rudimentary technology and provided USSD-
based solutions. Hence, the innovators continually re-designed the new service by responding
to constraints. Thus, the process was dynamic, iterative and continuously at change. The
respondents also referred to the temporality of the design activity by using terms, such as
“continuous adaptation” and “on-going refinement”. The CEO of Motorcycle Taxi noted that it
was like being permanently in the beta stage because the desired end-state of the service

remained unknown.

The study showed that constraints emerged over time that could not have been known at the
outset of the service development process. This means that it was impossible to completely pre-
specify the service or to adopt a proven service template originating from developed countries.
The CEO of Motorcycle Taxi described how they failed with their initial approach:

Our product started off very simple when we launched in Kigali in 2015: Let’s take
Uber, pair it with motorcycles, shove in some sensor telematic tracking and boom,
have a product where we would take a percentage cut from every trip. We pretty
much immediately fell flat on our face and so began our journey of understanding

the consumer behavior and infrastructural issues in this region.
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Similarly, the CEO of Bus Shuttle noted:

It’s hard to go to Africa and think you can build this one service layer and then
expect the rest just to function. In Europe, you have a well-functioning
infrastructure, then you start putting a layer of services on top, like a marketplace.
But here, you need to build everything yourself, otherwise the end-experience of

using the service will be crap.

Furthermore, once they responded to the identified constraints, new constraints emerged. These
dynamics, combined with the complexity of the local conditions and the interwoven nature of
various constraints, that in addition had a different temporality, made the innovators shift their
thinking from focusing on addressing the core problem to minding the complex web of
constraints. This shifting focus triggered an array of design cycles. Hence, a key insight was
that the service development process was reflected in the activity of a continuous design for
value and not in following a formalized service development process, where the service was

designed according to what it had already been conceived of.

Designing for multidimensional value was an explorative approach to service development,
where the innovators constructed an understanding about what needed to be designed with and
for their end users and other stakeholders. The major goal was to provide a substantially
different customer experience, “something that people love”, as the CTO of Bus Shuttle
explained. The CEO of Trust Taxi described the explorative nature of the service development
as “the most complex puzzle” in his life, where he tried “to figure out like to put something in

someone’s hands and make it a pleasurable experience, that gives them value.”

The founders metaphorically described this meta-activity as “bringing the pieces of the puzzle
together”. It was an iterative process during which they conducted their research, developed
insights in the local use cases and generated entirely new concepts. Hence, design was not an
isolated phase in the service development process which was completed before testing, rather
these innovators were continually in the process of designing to improve the situations for
society by creating new value relations between diverse actors to, ultimately, lead to a
multidimensional value creation. Thus, designing can be considered a meta-practice to the
overall service development process because the innovators in this study were continuously
involved in detecting issues, iteratively planning and constructing the service system, which

then delivered a valuable service experience.
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The founders described the service development and the implementation as a human-centered
practice in contrast to a technology-centered approach, which involved deep user research. The
CEO of Motorcycle Taxi commented how they began to abandon pre-conceptions of how things

should be done:

We thought we knew the African consumers. My co-founder is Kenyan, | had some
experience in the local environment and our team is all Rwandan, should be easy!
We were off by multiple orders of magnitude. So many of those design best practices
we borrowed were just glaringly misguided. Here is when we decided to not “build
to best practices”, but to “build to the users”. What we hadn’t adequately
considered was that we needed to build for the real consumers in our markets rather
than some ephemeral hypothetical ‘ideal "user. | personally led more than a hundred
hours of user experience testing and right from the get-go was humbled to the point

of embarrassment.

To gain an in-depth understanding of the users’ needs, desires and major “pain points” and to
decode the local decision-making, this explorative process involved extensive ethnographic
research. They spent long periods of time on the ground, observing the customers’ behaviors in
their real-life contexts, tested existing transport services and repeatedly engaged in dialogue
with the users but also with various others stakeholder, such as drivers and fleet operators.
Motorcycle Taxi underlined the importance of human-centered thinking to adequately apply

technology:

I would really think that if there is one thing than could kind of unlock this region to
a company in a way will have like disruption, it’s not going to be technology for the
sake of technology, but rather finding ways to really understand the users and their
use cases and what their lives are like to make a product step, you know integrate in

an efficient organic way.

The founders developed a deep understanding and framed problems and opportunities from a
human-centered perspective, continuously engaging potential users and stakeholders in the

service development process. The CEO of Bus Shuttle described the first explorative phase:

There was a time when the entire team took the public transport for six months for
the sole reason of confirming or dismissing our first assumptions. Repeated self-
experience was key, not only focusing on what we are doing as a firm, but what we

are feeling as consumers.
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The CEO of Trust Taxi noted that becoming embedded in the local setting was crucial to
understand the subtle but vital factors and to “come up with a relevant service concept”:

And I think if to truly understand the magnitude of the difference between a ride, a
nearby ride, and a personally trusted nearby ride you have to live here, you have to
be of this market or of this place to understand that local psychology, when it comes
to lacking service providers and how people make their decisions.

Underpinning this human-centered design was the empathy through which innovators derived
an accurate interpretation of the problem the end users faced. It enabled the innovators to spot
relevant struggling moments and emotional markers, such as anger, frustration, distrust and
anxiety and to derive critical implications for the new service concept. Drawing on these
insights, Motorcycle Taxi and Trust Taxi also generated entirely new service concepts in
addition to their core service. The CEO of Motorcycle Taxi pointed to the value of the user
research: I am not aware of any company in Africa that seriously does user experience testing
and deep-user research, and | think that gap is unfortunate but also an opportunity.” He further

elaborated:

It is a lot of mental gymnastics but it is extremely interesting, too, because | dont
think there are too many people actually respecting the African user to actually make
a technology that kind of fits their needs where they are today and it’s also a lot of

fun.

In contrast, Intra-City and Inter-City Carpooling focused on a set of problems at the beginning
of the service development, they were about to tackle. They complained about context factors,
such as the low enforcement of rules, corruption, poverty and market readiness, but did not
incorporate these problems explicitly into their business logic and service system. They had the
concrete aim to introduce a service inspired by Western-based solutions. Hence, the desired
state-of-affairs was known at the outset so that they could design a service according to the
specifications they had made, and, thus, were able to follow a more systematic procedure. This
service development approach rather represents a technology-centered practice. Hence, they
did not pay much attention to latent but significant constraints, such as the lack of trust and the
digital illiteracy of the users. Rather, they clearly focused on addressing the core problem — the
limited supply of efficient transport services — by leveraging the digital platform capabilities to
deliver a new transportation service. To do so, they built a match-making platform for riders
and ride seekers, inspired by Western service templates, to reduce the costs for both sides. They

concentrated their actions on building the supply- and demand-side of the platform and
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integrating multiple partners to create additional incentives for the members of the platform,
and simultaneously increase the business value of the platform. In sum, the two firms
reproduced a service originally designed for the Western audience, and, thus, had issues
growing the customer base because it conflicted with existing socio-cultural practices,

hampering the scalability of the service.
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6 MODEL: DESIGNING FOR MULTIDIMENSIONAL VALUE

This chapter presents the midrange theoretical model from the case-based, empirical evidence
and its respective components. Subchapter 6.1 provides an outline of the model, before the core
elements of the model and the identified relationships are described in the subsequent

subchapters (6.2-6.6), according to the aggregate dimensions identified in this study.
6.1 Presentation of the Model

Up to this point, the study described how innovators experienced the various constraints that
have surrounded the core problem of transportation poverty and how they acted and interacted
with these constraints to create a new service. It demonstrated that innovation activities and
practices in an emerging market’s complex societal setup seemingly depend on multiple
contextual contingencies and constraints, which must be suitably incorporated in the
theorization. Combining these insights with literature leads to a competence-based model,

namely “designing for multidimensional value” as depicted in Figure 14.

This capability can be considered a dynamic capability because the innovators in this study
have been in a continuous cycle of designing due to the multitude of problems, they encountered
along the innovation journey. This means that whenever they stumbled over a hole in the
institutional infrastructure, the team devised and pursued actions to fill these holes, all the while
developing a wide variety of mechanisms to support the service to function. All innovators were
driven by the desire to substantially improve the situation in transportation in the metropolitan
areas by innovatively designing contextualized, yet, economically sustainable, solutions. These
new services represented new social practices, that involved a change in the way how humans
interact with each other to create this substantially new service experience, which was
facilitated by leveraging various interdependent digital technologies and devices.5® But this
study illustrated that technology was not sufficient to promote the generation and the diffusion
of a service innovation; non-technological factors were at least equally important. This finding
highlights the relevance of the social dimension of the service innovation process and the social
skills and competences of the innovators needed to develop and implement these services
successfully, so that they were beneficial (value experiencing) to the actors in the local

context.’?% Innovating with these new artefacts of modernity in an institutionally volatile

599 Cf. Meroni & Sangiorgi (2011), p. 11.
600 Cf. Edwards-Schachter (2018), p. 66.
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environment that, in many parts of these economies, is still agrarian, requires a different
approach to the development of new services, one that goes beyond pursuing a linear model of

service development and in which design plays a crucial rule.

Hence, this study proposes to regard innovation in uncertain environments as a complex design
project that results in a systemic solution providing multidimensional value to the society. This
new service system was continuously at change as it absorbed the problems that crossed its way
by designing solutions to dissolve them. Eventually, design cannot merely be viewed as a
distinct phase in the service development process. Instead, it is identified as a meta-practice,
necessary for the service development and the implementation in constrained environments. It
is based on the assumption that problems in the emerging market context cannot holistically be
anticipated at the outset of the service development process. Rather, innovators need to be open
and flexible towards emergent problems, explore them in depth and develop adequate solutions.

This chapter will develop the model (Figure 14) in more depth.
6.2 Recognizing the Lack of Basic Service Supply as Opportunity

In many emerging market economies, governments do not have adequate resources to provide
basic services to the society at large. Transportation is one example of a basic service
insufficiently supplied, and, thus, impeding a social and economic development. EXisting
transport services, often dominated by informal providers, are notably inefficient and marked
with poor quality and safety hazards. Because of this inadequate supply of transport services,
people cannot access key economic activity centers, including markets, employment, education
and healthcare. This perpetuates situations of “limited choices” because people cannot pursue
“valuable activities” that might improve the quality of their lives. These voids, however, are
opportunities for entrepreneurs motivated to take on this task and deliver services that enhance
these basic capabilities in an efficient way. In this vein, Sen adds that contributing to
opportunity freedom by improving the capabilities of a person, so that a person experiences a
better quality of life, is a key opportunity area for entrepreneurial engagement in developing

economies.5%!

From the S-D logic, the service innovation aims to create novel resources that are beneficial
(i.e., value experiencing) to some actors in a given context. To do so, the new resource needs

to be integrable with existing resources (e.g., knowledge, financial resource, and products). This

601 Cf. Sen (2013), p. 320.
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means, it can never be used in isolation but needs to be integrated with other resources to
achieve usefulness. For the case of new transportation services, the users can only experience
value from the new service, if they have the adequate resources in the form of skills, digital
literacy and mobile devices, which are necessary to integrate the new service effectively with
other social practices. Hence, the focus on the process of serving the user has a deeper

meaning.®%

With the wide availability of ICTs in emerging markets, specifically mobile networks and a
diffusion of affordable cell phones, combined with the emergence of, so-called, SMACIT-
Technologies®® (i.e., social media, mobile computing, analytics and business intelligence,
cloud computing and the 10T), the local business environment has changed dramatically,
providing new opportunities for firms and entrepreneurs to cost-effectively address these
infrastructural gaps. The tech entrepreneurs in this study leveraged these emergent technologies
to design new service concepts (value propositions), which involve greater safety, cost-

efficiency and improve convenience for local users.

As Figure 14 illustrates, addressing this gap by leveraging digital technology brought a complex
web of constraints, in which the core problem was embedded, to the surface. As a result, a
variety of actions were necessary to be conceptualized and executed to solve the emergent

problems in an explorative trial and error manner.
6.3 Experienced Constraints

Scholars argue that emerging economies are typically characterized by two major features: the
persistence of institutional voids and resource scarcity,®® both representing significant
problems which adversely affect innovation and firm performance. Institutional voids can be
described as the widespread lack of well-functioning institutions,®® including intermediaries.
flawed regulations and weak contract-enforcing mechanisms,®% creating a complex and
uncertain business environment for innovating firms. Resource constraints, on the other hand,

refer to limitations in the availability of finance, skilled labor and technology (firm-level),®% or

802 Cf. Lusch & Nambisan (2015), p. 161.

603 Cf. Ross et al. (2016), p. 1.

604 Cf. Khanna & Palepu (2010); Bhatti (2012), p. 9.

605 Cf. Mair & Marti (2009); Khanna & Palepu (2010), p. 6.

606 Cf. Khanna et al. (2005), p. 4.

807 Cf. Julian & Ofori-Dankwa (2013); Linna (2013), p. 3; Zoogah et al. (2015), pp. 15-16.
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indicate shortages in income (user-level).%%® Responding to these constraints critically impacts

the success of innovation.

While the findings in this study resonate with these two broad theoretical dimensions, they
surface two vital sub-categories which refine the understanding of contextual constraints in
emerging markets. First, the data in this study brought forth that the innovators not only
operated in an institutionally volatile, but also in a low-trust environment left by the
dysfunctional institutions in the local context.®®® This severe trust deficit created another
significant constraint in the local business context with relevant implications to the service
concept and the service development. Trust can be understood as the “generalized expectancy
held by an individual that the word of another can be relied on®°, as Rotters stresses. It is the
foundation for a market creation. Yet, relying on another actor is problematic in these markets.
People in these markets expect transactions to be exploitative rather than mutually beneficial,
and, thus, tend to mistrust each other. The widespread lack of trust manifested itself in
skepticism regarding transactions and in a general suspicion of a dishonest behavior of the
other. Similarly, people were described as neither trusting public authorities nor the
government. EXisting research argues that the absence of trust is viewed as disincentivizing any
form of risk-taking behavior, therefore, entrepreneurial involvement can be expected to be low

in such business surroundings.®!!

Entrepreneurs in these environments need to be aware that if business partners exhibit any form
of dishonest behavior, they cannot aim at remedy because institutional and structural
assurances, such as contracts, norms, regulations, and a supportive legal system, are immaturely
developed or absent. This also implies that institution-based trust cannot evolve, which could
act as a support mechanism in uncertain situations.%2 The innovators described the absence of
this “trust lubricant”®'® as aggravating an already difficult situation and adding complexity to
the service development. Prior studies have already recognized the absence of trust in these

environments but have not explicitly included the construct in their theorical models.®**

608 Cf. Cunhaet al. (2014), p. 206.

609 Cf. Khanna (2018), p. 24.

610 Rotter (1967), p. 651.

611 Cf. Marquis & Raynard (2015), p. 306.

612 Cf. McKnight & Cummingsm (1998), p. 478.

613 Cf. Khanna & Palepu (1997), p. 11.

614 Cf. Mair & Marti (2009); Webb et al. (2010); Mair et al. (2012); Kistruck et al. (2013).
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Like prior research, this study also includes resource scarcity as another key constraint
dimension of the emerging market context. The model includes both firm- and user-level
resource constraints, as both sub-dimensions have equally important implications for the
development and the implementation of new services. In this study, resource scarcity at the
firm-level®®® primarily referred to shortages in IT skills and know-how, managerial capabilities
and the access to capital and assets, while limitations at the user-level involved shortages of
income and a limited technological comprehension (i.e., the capability to exploit IT for certain
purposes).®'® The resource constraints identified in this study are also consistent with the
findings made in prior studies. Yet, so far, only little attention has been paid to the user- or
customer-level capacities of how to effectively use digital technologies and devices.

This study showed that people in these environments often do not have the education and the
adequate exposure to IT (such as computers) needed for a quick learning curve.’!” The
innovators in this study recognized that this limited digital literacy significantly affected the
fate of the service, and, thus, embracing the users’ limitations became a critical factor along the
service design and the implementation of the service. They were concerned with the question
of how to provide effective and reliable service offerings, which users experience as valuable.5'8
Hence, despite pervasive ICTs in emerging markets, with significant investments in the mobile
infrastructure and the provision of affordable devices,®*® this study showed that anticipated
outcomes, such as efficient transportation, do not materialize if societies are incapable of
transforming these digital goods and services in desired outcomes.®?° This study points out, that
these economies are marked by a huge digital capability divide, hampering large-scale adoption
of digitally enabled services.

Furthermore, this model integrates both theoretical context dimensions, institutions and
resources in its framework, whereas most prior studies focus on either one or the other.%?! This

integrative view of considering both institutional factors and resources, as suggested in this

815 Young firms typically suffer from various resource constraints. Typical challenges include the liability of
newness and smallness and the associated lack of reputation and reliability, which explains why it is difficult
for young enterprises to acquire financial and human capital resources (Volkmann et al. (2010), pp. 26-27).
However, the complexity and quality of resource constraints found in emerging markets substantially differ
from the well-established issues young firms are typically confronted with in developed markets.

616 Cf. Dewan & Riggins (2005), p. 301.

617 Cf. Chliova & Ringov (2017), p. 51.

618 Cf. Berger & Nakata (2013), p. 1199.

619 Cf. Hsieh et al. (2008); Dewan et al. (2010), p. 927.

620 Cf. Srivastava & Shainesh (2015), p. 246.

621 Cf. Webb et al. (2010); Mair et al. (2012); Rivera-Santos et al. (2015).
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study, is consistent with more recent academic views, that underline to capture the context-
specificities of emerging market economies.®?? For example, Zoogah et al. proposes that the
African context influences the effectiveness of organizations through two theoretical building
blocks: institutions and resources. Furthermore, it is suggested that the dynamics of institutions
and resources involve interactions of national, industry and organizational factors, and, thus,
both dimensions need to be considered to better understand the dynamics of African
organizations.%?® According to Hoskisson et al., incorporating an institution-based view
provides a more contextualized perspective on how resources are combined to achieve a
competitive advantage.®?* This study underpins the view, that institutions and factor markets
(resources) do not have an impact in isolation from each other. It is argued that the availability
of resources forms the basis for development and production activities in a specific country,
while institutions facilitate both production and distribution of generated rents through contract-
enforcing mechanisms.%2® In accordance with these perspectives, this model integrates both

dimensions.

Another key insight from this study is that these various institutional and resource-based
constraints emerged over time and could not be anticipated at the outset of the service
development process. Furthermore, these complex constraints triggered innovators to perform
a variety of creative activities, which can be aggregated to a practice of continuously designing
for solutions. Over time, this continuous process of problem-solving led to the emergence of a
multidimensional value proposition, creating value for both individual users and the society.
This idea formed an understanding for developing and implementing a new service by

designing for multidimensional value.

The other two startups, which struggled to implement the service successfully, paid less
attention to the institutional shortcomings and focused particularly on how to overcome the
resource constraints. They were mostly concerned with the shortages in firm-level resources,
especially the access to capital as well as the limitations of the customer income while expecting
the government and public officials to establish new regulations and trust-enhancing initiatives.
Their focus was on building a profitable business model and pursuing a technology-centric

approach, which, on the one hand, led to a focused and rapid service development process, but,

622 Cf. Zoogah (2008); Zoogah et al. (2015); George et al. (2016), pp. 379-382.
623 Cf. Zoogah et al. (2015), p. 21.

624 Cf. Hoskisson et al. (2013), p. 1317.

625 Cf. Krug & Hendrischke (2012).
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on the other, to a misinterpretation of interdependent constraints, such as the users’ limited
digital capabilities and the levels of trust in the business environment.

6.4 Service Development Practices

Leveraging Digital Platform Capabilities. To deliver a new service that fills the service gap
in the transportation sector, the innovators had to innovate to address the various constraints.
Doing so involved leveraging digital platform capabilities and integrating the new service into
the socio-cultural environment. Leveraging digital platform capabilities implied exploiting the
diverse functions of digital platforms in combination with other systems and complementary
technologies (e.g., social media, mobile computing and 10T) to address the contextual
constraints and make the new service work.%?® Integrating in the socio-cultural environment, on
the other hand, described complementary practices to contextualize the service and promote

social embedding of the service.®?’

The term digital platforms as used in this study is applied to highlight a platform’s distinctive

628 in contrast to

leverage rationales, namely mediating transactions and promoting innovation,
discussing the term platform as product architecture as typically used in the engineering design
literature.%?° In this study, digital platforms are viewed as performing two key functions: on the
one hand, they build the venue for innovation by integrating internal and external resources and
achieving efficiency gains for all actors involved, on the other, the platforms facilitate
transactions, because they serve as the base for organizing exchange relationships and help
establishing rules and norms of how these actors can interact with each other. Similar to the
practice of leveraging digital platform capabilities, others have discussed the role of leveraging
IT capabilities. In the domain of NPD research, the “IT leveraging capability” is prominently
established and defines “... the ability to effectively use IT functionalities to support IT-enabled
NPD activities.”®° The focus is on exploiting specific IT tools to enhance the work of
organizational NPD work units, to sense the environment, enhance learning and manage

resources and activities.

In contrast, leveraging digital platform capabilities has a broader meaning, going beyond

leveraging the architectural design of new products or services to increase generativity and

626 Cf. Ahuja & Chan (2016), p. 8.

627 Cf. London & Hart (2004), p. 364; Simanis et al. (2008), p. 64.
628 Cf. Thomas et al. (2014), p. 198; Teece (2018).

629 Cf. Gawer & Cusumano (2014), p. 418.

630 pavlou & El Sawy (2010), p. 447.
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efficiency of the platform, towards addressing market constraints (e.g., information
asymmetries) and facilitating partner integration. Anand & Monin studied the innovation
process of new insurance services and highlighted the role of “technologization” as a sub-
process of the service innovation process, which describes the process of “... using technology
to address the shortcomings of insurance offerings”.®3! Yet, this mechanism essentially uses
new or existing technologies, especially social media, to support the marketing of the service
offering. More recently, Ahuja stressed the adoption of specific IT innovation capabilities in
the context of frugal ecosystems, which he labeled “Leveraging Emergent Information
Technology (LEIT) capability”®®2. This capability defines “the ability to effectively use
underlying SMACIT systems and technologies to support frugal innovation.”®*® In sum, these
prior capability concepts put the emphasis on the exploitation of IT capabilities to address
various kinds of constraints. This study draws upon these conceptualizations but concentrates
on leveraging the potentials of digital platforms in particular. Hence, the concept of leverage,
understood as “... a process of generating an impact that is disproportionately larger than the
input required”, constitutes a central feature of platforms, as Thomas et al. point out.%**
Adopting a broadened understanding of the term digital platform with its underlying
functionalities and potentials also resonates with the claim of Khanna & Palepu, who state that
innovators or firms entering the emerging market context need to accommodate multiple
functions in their business strategy, as for example institutional functions to overcome the

institutional gaps.®®

As Figure 14 depicts, the analysis identified four major activities that were performed by
leveraging digital platform capabilities to respond to constraints: integrating partners, filling
information gaps, reducing costs, and promoting behavioral changes. Consistent with
integrating partners, research suggests that engaging in local partnerships is a vital strategy in
constrained environments to secure access to relevant resources and markets. Previous studies
thereby emphasized developing unconventional partnerships with NGOs and with local
communities to scale the new product or service.®® Prominent examples include the cases of
large multinationals, such as Telenor and Danone, which, through their partnerships with

Grameen, a microfinance organization founded in Bangladesh, scaled up telecommunications

831 Anand & Monin (2013), p. 48.

832 Ahuja & Chan (2014), p. 8.

633 ibid.

834 Thomas et al. (2014), p. 206.

835 Cf. Khanna & Palepu (2010), p. 42.

83 Cf. London & Hart (2004), p. 361; Webb et al. (2010); Linna (2013), p. 4.



155

services and healthy nutrition, respectively, for the deprived segments of the local society.%%’
Yet, the focus so far has been on two-sided partnerships among resource-rich MNCs and NGOs.
Digital platforms, on the other hand, allowed young resource-poor firms to integrate multiple
partners and build value creating constellations that had not been possible before. The result
was a collaborative network structure that united various actors and bundled diverse resources
in a resource-poor setting.%*® Hence, the digital platform is a vital instrument for increasing

resource density, resource integration and value creation.®3®

Furthermore, the emergent networks, that have been engendered through the use of platform
technology, stimulated creative business model design. Prior research pointed out that firms
operating in emerging markets need to develop business models that create high value at very
low cost,%° and that are able to overcome the challenges and constraints in the emerging market
environment.®*! Leveraging digital platforms brought forth new ways of capturing value and
saving costs by adequately distributing costs among actors.®*2 For instance, despite operating
in a capital intense sector, the innovators could keep the capital intensity low because the fixed
assets were spread across the partner ecosystem (e.g., the provision of vehicles).®*® At the same
time, the platform served as a venue for innovation,®** because it supported the mixing and
matching of resources on the platform and the integration of new resources to rapidly and
flexibly adapt to the rapidly changing context conditions.

Furthermore, a key strength of digital platforms is its capability to mediate transactions. For
instance, the digital platform was leveraged to fill severe information gaps, to regulate the
resource exchange among partners and to stimulate behavioral changes to eliminate
opportunistic behavior and to build trust. These tactics were necessary to reduce the transaction
costs and to promote market formation processes.®*° It has been pointed out in prior research,
that the opportunity for digital multi-sided platforms ordinarily arises when frictions hamper

efficient interactions among market participants and, thus, create an opportunity for a platform

837 Cf. Seelos & Mair (2007), p. 54.

6% Lusch & Nambisan (2015), p. 160.

839 Cf. ibid, p. 166.

640 Cf. London et al. (2010), p. 583; Chliova & Ringov (2017), p. 51.

641 Cf. George et al. (2012), p. 663; Winterhalter et al. (2017).

642 Cf. den Hertog et al. (2010), p. 495.

643 Cf. Prahalad (2012), p. 11.

644 Cf. Lusch & Nambisan (2015), p. 157.

845 A prominent example is eBay, which allows huge numbers of individual sellers and buyers, located anywhere
in the world, to find one another with an ease that had previously been unimaginable (Teece (2018), p. 1376).
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to resolve these frictions.5*® The digital platform played a facilitating role and ensured that the
collaborative value creation process was efficient and effective. More specifically, it allowed
the innovators to accommodate institutional functions for their service to work. To do so, they
established a governance system, including rules, incentives and penalties, to promote effective
transactions.®*’ The platform namely enabled codifying acceptable or desired behavior by
establishing informal rules and norms to secure an amenable service experience for the
customer. Therefore, the digital platform built the base for the service and is a key facilitator
for the core practices to be performed. The digital platforms enabled the innovators to build an
infrastructure layer for the new service as a support infrastructure in an unorganized sector.
Instead of being focused on the implementation of a structured NSD process, these innovators’
major service development activities were reflected in building the digital and physical

infrastructure to make the service work.

Overall, the digital platforms provided a low-cost, easy-to-access and easy-to-deploy
instrument to the young firms, which had been unable to acquire and establish an expensive
digital infrastructure and other resources to compete with larger incumbents in the sector. These
features made them an ideal fit to the emerging market context.®*® Consequently, the term
digital platform, as applied in this study, is used in a broader sense. It is the heart of the new
service and viewed in this study as an effective mechanism for addressing both resource
constraints (by accumulating and integrating resources) and institutional dysfunctionalities (by

establishing rules and norms for effective transactions).54°

Integrating in Socio-cultural Context. This study reveals, that developing and implementing
anew service does not occur in a vacuum, but in relation to people, such as customers, personnel
and partners, who eventually will interact with the new service. Hence, leveraging a digital
platform and launch the new service was not enough to develop and provide the new service,
entrepreneurs also had to engage in deep interaction with the local community, to connect the
service with the socio-cultural meaning system and to adjust to people’s cognitive capacities to
achieve the desired service experience.®° This study underlines the socio-cultural dimension of

technology and its consideration in service development.®°!

646 Cf. Evans & Schmalensee (2016), p. 36.

847 Cf. Lusch & Nambisan (2015), p. 165; Evans & Schmalensee (2016), p. 37.
648 Cf. Gawer & Cusumano (2014), p. 428; Ahuja & Chan (2016), pp. 3-4.

649 Cf. Helfat & Raubitschek (2018), p. 1392.

850 Cf. Khanna (2018), p. 40.

851 Cf. Garcia & Bartolomé (2010).
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Integrating the service in the socio-cultural context aimed at fostering social embeddedness and
the legitimacy of the service. This key practice comprised two main activities: demystifying the
service innovation, which implies reducing or eliminating complexities and the vagueness

attached to the new service%? 653

and synchronizing the service with established social norms
and technological standards.®®* Research argues that initiatives must connect with the
institutional context and the needs of local users because value is socially defined and differs
from one context to another.%>® Integrating in the socio-cultural context meant creating
awareness as well finding the right fit between the needs of the market and the technical

specifications of the new service.®®

Instead of implementing the service in the market, in the sense of making it available for market
participants,®®’ the innovators in this study had to actively dispel the myths associated with
transportation and to improve the value and the perceptions attached to digitally enabled
transportation services. This was important to increase the acceptability and the adoption of the
service, eventually, from the S-D logic, value is created if the value is in use.®®® This means
they sought to integrate the service in the socio-cultural system in a way that people were able

to combine it with their daily routines without any problems.

This also included adapting the service to the digital capacities and literacy level of the users.
First, due to the lack of income, people often did not have access to computers or could not
afford active data plans to use the mobile Internet. Furthermore, people did not have the
comprehension of how to navigate an app and to create an account needed for ordering the
service. The innovators in this study embraced these constraints and enabled their services also
through rudimentary technologies, i.e., integrating software and hardware technology in cell
phones that is far behind technological standards in developed economies.®*® This was an
indispensable step for promoting the adoption and commercialization of the service and to
provide a successful delivery. Due to these, often overlooked, user-level constraints, solutions,
primarily based on advanced technological innovation, frequently failed to deliver the desired
outcome.®®® An illustrative example for this is the One Laptop Per Child program, which failed

852 Cf. Anand & Monin (2013), p. 44.

853 Cf. Khanna (2018), p. 89.

65 Cf. Anand & Monin (2013), p. 50.

6% Cf. Akaka et al. (2013), p. 9; Ben Letaifa & Reynoso (2015), pp. 687-688.
8% Cf. Heeks (2012), p. 27.

657 Cf. OECD & Eurostat (2018), p. 18.

6% Cf. Vargo & Lusch (2004), p. 7.

859 Cf. Chliova & Ringov (2017), p. 51.

660 Cf. Acumen (2016).
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to meet its ambitious objective of substantially improving education in the poorest countries by
simply handling low-cost laptop computers to impoverished children.%%! The product received
much criticism, such as being an over-simplified solution with a top-down design developed

from a Western mindset and not applicable to specific African problems.

Others stressed the need for achieving “social embeddedness”. According to London & Hart,
social embeddedness refers to ... the ability to create competitive advantage based on a deep
understanding of and integration with the local environment”%%2, This involves weaving a web
of trusted connections with various actors in the local business ecosystem, including
institutions, complementary players and customers. Being able to understand and build on the
existing social infrastructure to suit prevailing cultural and market conditions has promoted a
process of bottom-up service development.®®3 In this vein, Marquis & Raynard conclude that
where contract-enforcing mechanisms are weak, relational strategies become pivotal to an
organization’s ability to secure resources, support and trust from important external

audiences.®%

Research proposes other strategies to connect with the local environment. For instance, prior
studies suggest collaborating with NGOs to leverage the NGOs’ social embeddedness in the
local context®®® or adapting to local languages, such as Swahili, to enhance ties with local
stakeholders and to work effectively with local communities.®®® Others suggest
“demystification”, “commodization” and “retalization” as relevant practices to organically
embed the service in the local environment.%¢” These practices were found to decrease the

complexity and facilitated integration of the service in existing physical retail infrastructures.

Drawing on the socio-technical view, others conclude that the implementation of a digital
service innovation in emerging market economies is effective when the unique socio-human,
governmental and regulatory as well as the market conditions of the local context have been
accounted for so that a fit is achieved between the technologies and the environment they are
situated in.%%8 An implementation, thus, needs to proactively address the customers and the

partners’ limitations with the new technologies. Prior NPD research targeting emerging markets

861 Cf. Warschauer & Ames (2010), pp. 33-34.
82 |_ondon & Hart (2004), p. 364.

663 Cf. ibid; Bruton et al. (2013), p. 684.

664 Cf. Marquis & Raynard (2015), p. 308.
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suggests implementing activities, such as “leap-frogging the lacking infrastructure”,
“leveraging the existing infrastructure”, “developing a product-related infrastructure” and

“using existing products as vehicles for addressing the needs”.%%

This study builds on these prior findings and introduces the practice of integrating the service
into the socio-cultural environment. It implies making the service congruent with the meanings
and values prevalent in the local context to eventually facilitate the establishment and adoption
of the new service. This involved demystifying the service and synchronizing it with the
established technological standards and social norms. This was helpful to build trust and gain
social approval. Furthermore, this category of practice resonates with the assumption, that value
creation of a service systems depends on a service system’s adaptiveness or ability to fit in its
environment. In accordance with the S-D perspective, this also means that the new service (or
resource) can only bring improvement if it is compatible with the local competences and

resources of the beneficiaries (users).®™®

The analysis and comparison of all six cases revealed that Intra-City Carpooling and Inter-City
Carpooling adopted a technology-centered lens, focusing on leveraging the digital platform
capabilities, while being less concerned with the socio-cultural dimension. They poorly
addressed user-level constraints and did not take effective measures to build trust. Intra-City
Carpooling, when creating its offering, assumed that customers wanted cheaper, efficient and
sustainable options to drive around the city, underestimating essential factors, such as the
people’s access to computers and their capabilities to make use of the service. As a result, local
customers did not internalize the service despite its lower price and transport efficiency. Prior
studies on the BoP have shown that undervaluing the customers’ service preferences, meaning
systems and capacities, rooted in local cultural differences, derailed several attempts to market
to the BoP, even though products were provided at very low cost or for free.6”* For instance,
offering mosquito nets, either through subsidies or for free, have not ensured their consistent
usage by poor households.®”2 Indeed many did not use them for a variety of complicated socio-

cultural and economic reasons. For instance, some refused to hang the nets as they were

669 Cf. Viswanathan & Sridharan (2012), pp. 60-62.
670 Cf. Vargo et al. (2008), pp. 149-150.

671 Cf. Kayser & Budinich (2015), p. 32.

672 Cf. Tarozzi et al. (2014), p. 1938.
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associated with causing death to children and infertility in women. Others considered malaria
a trivial disease or attribute it to causes other than mosquitos.®”3

Both companies’ activities focused on leveraging digital platform capabilities to integrate
partners, efficiently aggregate demand and supply and capture value from cost reductions and
various income streams (Table 6). However, they neglected to engage with the local users and
communities to demystify the service and to synchronize it with existing capabilities to promote
adoption and acceptability. Research refers to this behavior as avoidance behavior or escape
from acting under the constraints of resource scarcity, which can result in abandoning new
opportunities, terminating innovation projects or ignoring exiting markets.®’* Rather than
proactively addressing contextual shortcomings and crafting a service that relies on available
resources and user competences in the external environment, they meant to overcome
weaknesses by adopting a more passive approach, namely by designing around the holes in the
local business environment.®”™ Yet, this study shows that both leveraging digital platform
capabilities and integrating the service in the socio-cultural environment are equally important

practices to make a service work.
6.5 Multidimensional Value Creation

Emergence of Trust. These two key service innovation practices have also contributed to the
creation of trust, which is important for the service implementation and the subsequent service
exchange processes. Early research on trust states that all economic exchanges require a
minimum amount of trust.”® Researchers like Scott et al. argue that ... organizations require
more than material resources and technical information if they are to survive and thrive in their
social environment”®”’, meaning they also require social approval and legitimacy from their
audience. In strategic alliances, Sherman concludes that «... the biggest stumbling block to the
success of alliances is the lack of trust.”®’® Rousseau states: “Trust is a psychological state
comprising the intention to accept vulnerability based upon positive expectations of the

intentions or behavior of another.”®”® Cultivating trust in an environment devoid of confidence
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674 Cf. Baker & Nelson (2005), p. 331.
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676 Cf. Akerlof (1970), p. 500.

677 Scott et al. (2000), p. 237.

678 Sherman (1992), p. 78.

67 Rousseau et al. (1998), p. 395.
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and certainty regarding the behavior of others, and where formal institutions are absent,%® was
challenging, but indispensable for the startups to engender the functioning of the service and to
form a long-lasting relationship with the customer.®8! Similarly, London & Hart postulate that
a competitive advantage in emerging markets is less based on the protection of “proprietary
technology and intellectual property, but more on the development of trust and social
capital”.®82 While literature acknowledges the role of social capital, legitimacy and trust in the
context of emerging markets, prior studies provide few examples of how firms and
entrepreneurs engage in relational strategies, such as trust-building, by leveraging digital

technology.

A key insight from this study is that the innovators leveraged the digital platforms to nurture
trust. First, they could substantially reduce the inefficiencies associated with agency
problems®2 by providing all exchange partners with reliable information (e.g., transaction-
related information, such as price and costs) which built the foundation for trust to emerge.58*
Information was gathered on the platform and redistributed across the service ecosystem at any
time. This ad hoc provision of reliable information not only enhanced the decision-making and
promoted rational choices, but also formed the base for relational trust.®® This contrasts with
the previous situation where transparent and reliable information was largely absent and
customers had to choose among the very few unfavorable options.

In addition, the innovators in this study leveraged the digital platforms to establish social
feedback systems as trust-encouraging measures which provided information on the
competence of the other actor to perform the economic exchange (the ride) appropriately.®®
Research in the developed market context points out that trust is a particular challenge for online
markets, where trades are typically anonymous and geographically dispersed. To increase
trustworthiness, online markets, such as eBay, Amazon and RentACoder, often employ
reputation-based feedback systems, enabling transaction partners to publicly post information
about past transactions and experiences with the counterpart. For these markets, feedback

systems, in combination with their large databases of transaction histories, are a core asset,
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crucial for the user loyalty, trust and the market efficiency.%” The feedback systems were an
important mechanism for facilitating transactions and eventually for supporting the market

formation process.

Firms in Western economies can build on an institutional support system that enables
institution-based trust to arise through guarantees, enforceable rights and reliable legal systems.
The innovators in this study lack this support system, and, therefore, had to compensate for the
absent business support infrastructure. For instance, the innovators defined a set of rules and
norms and established monitoring mechanisms (e.g., drawing sensor data from the driver’s
smartphone) for verifying the appropriateness of the driver’s behavior. In developed economies,
legal contracts are often used as mechanisms for controlling behavior in low-trust situations.®
While formal contracts were useless in the African business environment, the innovators in this
study, utilized so-called “implicit contracts”®®®. This means that the service exchange
relationship cannot be enforced by third parties, such as courts. Instead, only the parties of the
contract, or those affected by its violation (as for example the customers) can determine whether
an actor complied with the agreement or not and only they can enforce the contract. The
established monitoring mechanisms, in combination with the social feedback system, provided
all exchange participants with the necessary transparency about whether or not the exchange
partners complied with the pre-defined terms. As a result, if one player did not comply with the
agreement by being dishonest or unreliable, the interaction could be terminated. In this study,
the innovators removed dishonest service partners from the platform, who then lost all their

benefits.6%

In service marketing, Berry & Parasuraman find that customer-company relationships need to
be based on trust.®®! Indeed, they contend that, «... effective services marketing depends on the
management of trust because the customer typically must buy a service before experiencing
it”%%2, For all startups, technology was the key input factor to develop a new service and to
address the trust void. Yet, equally important were the practices to integrate the service in the
socio-cultural environment, such as demystifying the service through communication and

interaction with the actors of the ecosystem and being in sync with existing local practices,
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social norms and technological standards. One vital strategy to build trust in the service
involved simplifying the user interface for first-time Internet users by enhancing its usability.5%
The term usability can be defined as “the extent to which a product can be used by specified
users to achieve specified goals with effectiveness, efficiency, and satisfaction in a specified
context of use”®®, It is related with product attributes, such as being “understandable, learnable,

easy to use, and attractive®%,

Researchers acknowledge that the design of the user interface has a significant positive effect
on the success of mobile services.® Previous studies on website usability also empirically
proved that trust of the users increases when the user experienced the website as usable (or
‘user-friendly’), resulting in a positive relationship between usability and trust.%®” However,
most research on mobile user interface designs is based on paradigms and patterns originating
from the West, but these designs do not fully fit the mobile context in emerging markets and
thus cannot be replicated. Little is known how to achieve usability for emerging market users,
characterized by limited digital literacy and comprehension. This study showed that for first-
time Internet users, mobile phones and smartphones still represent complex artifacts. The
complexity is reflected in the multiple functionalities along with different responses, feedback
messages and navigational cues within the app menu and settings. The innovators worked with
simplified interface schemes, when designing the service. Enhancing simplicity, for instance,
implied reducing navigational and screen complexity, finding locally attractive color codes and

minimizing the use of symbols, so that users felt comfortable using it.5%

Continuously nurturing trust is essential for the success of a service. As the data in this study
demonstrates, the two firms that were not able to successfully grow their services recognized
the severe trust deficit but did not devise any course of action to engage in trust formation as a
complementary resource for building the new service. They focused on the rapid service rollout
to exploit the identified business opportunity and expected the rest to function. The other four
cases, in contrast, developed a different self-image, understanding their role as aggregators of
trust, creators of transparency and market-builders by pursuing a bundle of activities and

integrating trust-enhancing mechanisms to cultivate trust within the emergent service

69 Cf. Lee et al. (2015), p. 295.
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ecosystem. The four entrepreneurial firms worked assiduously to cultivate precisely such trust
in the emergent network of actors.®®° They realized that to create a successful service innovation
in these challenging business environments, they needed to go the extra mile to compensate for
the dysfunctional, institutional environment in which they operated by establishing a trust

infrastructure.’®

Multidimensional Value Proposition. The innovators in this study recognized that one-
dimensional value propositions were not enough to create a substantial change in the service
experience. They developed a systemic response to the problems they were addressing and to
ensure the functioning of the service. The cases showed how innovators engaged in various
activities to provide an unprecedented value proposition for the end-customers, which is
reflected in a substantially improved service experience, standing out from the existing ones in
the sector. The new service offering was at its core characterized by affordability, ease-of-use,
accessibility (via different channels) and trustworthiness. These components of the value
proposition are largely consistent with prior research findings on characteristics of value
propositions designed for the emerging market context. Typically, these studies stress the ‘4As’
(awareness, accessibility, affordability and availability) as the core elements for successful

offerings targeting emerging markets and the BoP.”*

For instance, Srivasta et al. identify affordability and accessibility as key value propositions
and examine how interactional resources are leveraged to improve healthcare services in India
across these two dimensions.”®? Agarwal argues that cost-effectiveness and ease-of-use are the
core characteristics of constrained-based innovation and should be incorporated in the design
of new products and services.”®® The innovators also stressed that affordability is most
important for creating value in emerging markets.””* To make innovations affordable, the
startups sought to substantially reduce costs along the value chain, keep capital intensity low

and leverage locally available low-cost technologies and infrastructures (e.g., USSD).%®

In this study, the innovator teams also worked towards creating value for all actors involved in

the value creation process. Business partners benefitted from transparency, access to more
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700 Cf. Khanna & Palepu (1997), p. 17.

701 Cf. Anderson & Billou (2007), p. 14; Varadarajan (2011), p. 118; Prahalad (2012), p. 6.
702 Cf. Srivastava & Shainesh (2015), p. 262.

708 Cf. Agarwal (2016), p. 9.

704 Cf. Chandra & Neelankavil (2008), p. 1022; Anand & Monin (2013), p. 51.

%5 Cf. Linna (2013), p. 4.



165

clients and additional revenue streams. Thus, the value proposition in this study is expanded to
not only provide benefits for the individual customer, but also for the community of actors in
the service ecosystem. As a result, the study showed that developing a new service in and for
users in emerging markets not only involves addressing the users’ specific needs and desires,
but also includes addressing more systemic socio-economic problems and thereby creates value
for as many actors and groups as possible.”® Similarly, Winterhalter et al. identify in their study
on the medical device and laboratory equipment industry that the business models of the
examined firms contain multiple value propositions targeting various customer groups. More
specifically, the frugal value propositions create benefits for the industry, clinic doctors and

patients.”"’

The innovators in this study have proven a capacity to tackle multiple value creation contexts,
not just for the intended users, but also for the whole ecosystem of actors.”®® With the inclusion
of various stakeholders, research proposes the adoption of an “ecosystem perspective” to better
capture the complex, holistic, networked structure of service systems.”® As a result of these
multiple initiatives, a multidimensional value proposition emerged that not only enabled a new
service experience for the customer but also created multidimensional value for the community
of actors, such as institutional, social and economic value. For example, institutional and
economic value was created as they bridged the gap towards financing for their drivers so they
could access vehicle-financing and become self-employed. Furthermore, the innovators also
aimed to provide gender-equal employment opportunities, legitimating women’*° to become

partners or employees in the new service system.

Multidimensional value creation also resonates with recent calls for considering “total wealth
maximization”*! in networks of profit- and non-profit sectors that collaborate to create
multidimensional value at the BoP.”*2 The concept of total wealth maximization comprises both
economic and social wealth creation. Research often conceptualizes social entrepreneurs as
agents that address complex and persistent social problems and who can make diverse
contributions to society. They are described as exploiting opportunities and market failures by

filling gaps to underserved clients to introduce reforms and innovations to the broader social
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system.”® In this context, filling holes in the fabric of social systems is viewed as a vital
entrepreneurial function. Other researchers stress the role of grassroots entrepreneurs in

developing affordable products and services, but also strengthening local communities,’**

15 and promoting more inclusive patterns of development.”*® Even

filling institutional voids
though the entrepreneurs in the underlying study did not consider themselves as social

entrepreneurs, they were also focused on creating social wealth in addition to commercial profit.

Yet, this study showed how a new group of tech startups which approach the business context
with empathy and a human-centered approach to innovation are likely to incorporate socio-
economic goals within their innovation strategy instead of pursuing a pure profit-oriented
approach. These innovators leveraged both digital and socio-human capabilities to drive market
creation as a mechanism for economic and social development. Hence, the concept of a total
wealth maximization is not only bound to social entrepreneurs. Lusch & Nambisan describe
such actors as effectual as they decide what they can do in their constrained and unpredictable
world and how to actively shape the service ecosystem by providing new value propositions,
building complex partner networks and redefining the rules of the game. This process may also
create new markets, and, thus, the innovators in this study can also considered to be “market-
driving” instead of “market-driven”.”*” By actively addressing inefficient market structures,
they converted an unorganized into an organized market.”*® Hence, as demonstrated in this
study, service innovation is not just about serving an existing market more efficiently, but rather

about creating a new market.
6.6 Innovation Pattern: Designing for Multidimensional Value

This study also examined whether the interplay between the experienced constraints, innovation
activities and outcomes could be aggregated to an overarching response to the various
constraints that entrepreneurs and corporates face in many, if not all, emerging markets. All
four innovators developed a fine-grained understanding of the market. Over time, they sensed’*®
a variety of issues that affected the fate of the service at a different degree of intensity and

temporality. As a result, they recognized at an early phase that they needed to innovate
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differently, meaning that pursuing a formalized NSD process with clear stages appeared
inadequate to respond to the complex and unknown issues they were facing. A major insight
from this study is that to successfully develop and implement a digitally enabled service in
emerging markets was reflected in the meta-practice of designing for multidimensional value.
This involved embracing and proactively addressing a multitude of problems over time by
continuously designing and redesigning the solution rather than being laser-focused on

developing and implementing a precisely defined service concept.

Service development as observed in this study can be viewed as an iterative process of adaptive
trial and error movements, in which innovators try out strategies that contribute to the
transformation of situations towards achieving positive outcomes.”?® Quickly realized small
successes and failures help to avoid risking jeopardizing the entire effort. Sarasvathy refers to
this procedure as “effectuation”’?! and argues that this means to recognize and understand the,
often messy, service innovation processes in the making. She suggests that effectual strategies
are useful when the environment is marked by high uncertainty, as it stimulates a process of
constructing rather than decision-making.’?? Effectuation begins with given means and seeks to
create new outcomes using non-predictive strategies, whereby the innovation process becomes
a matter of design instead of decision. Effectuation can be also described as a specific design

logic for making things in a human-made universe.’?

The, here discussed, four startups continuously engaged in innovative efforts and actions to
respond to these constraints of varied types’?* and ultimately developed adequate solutions for
emergent issues. Aggregating these individual solution components enabled the functioning of
the service and simultaneously resulted in the creation of a multidimensional value proposition.
Drawing on Simon, designing describes “... devising courses of actions to changing existing
situations into preferred ones”’?. In this study, the four innovator teams engaged in an
explorative design approach, where they sought to find out how to create valuable service
experiences that people find enjoyable and that are congruent to their needs and preferences.

This contrasts with a linear approach, as reflected in the service engineering literature in which
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the service is typically defined at the outset of the innovation process and then built in a

systematic way.’?®

Even though the innovators of this study were inspired by service exemplars from the developed
country context, they learned that they could not adopt a Western service blueprint to the
emerging market context in which they operated in. They realized that they were confronted
with a complex set of issues not captured in the Western models, because they were absent in
institutionally mature environments. Instead of following a linear innovation process, they
moved forward in circular motions, pursuing a strategy in which problems and solutions co-
evolved.”?” This explorative approach to problem-solving, which involved constructing an
understanding about what is designed with the actors in the local context, is, according to
Kimbell, a special case of service design, which can be labeled “designing for service”.’?®
Extending this conceptualization and underlining the relevance of a multidimensional value
proposition of developing new services in emerging markets, this study refers to this meta-

practice as designing for multidimensional value.

Similar to design thinking, the innovators adopted a human-centered approach of design, in
which the user played a major role. In the design discipline, the most common approach of user-
centricity is to see the user as an individual, bringing needs, desires and knowledge to be
listened to and integrated in the design stage and the end results. The dominant view in user-
centered development is that the user participates actively in the designing of a service and that
he/she will be an active component, with his/her own capabilities.”?® In the emerging market
context, as reported by the respondents, the users articulated issues, but were less involved in
the design activities and co-creation efforts, as they lacked the imaginative power to develop
new ideas or were too reticent to communicate them. The innovators in this study were driven
by an unrelenting effort to decode the deep-seated desires and needs of the local users to surface
latent issues. To do so, they continuously observed the context to gain an in-depth
understanding of the local problems. This required a deep immersion in the “lived context”"°,
observing and discovering the highly nuanced, tacit, human needs, emotions, hidden motives

and practices, combined with considerations of life circumstances and existing marketplace
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dynamics. Existing literature stresses that empathy is one of the most important features of
design thinking”! and particularly important in the context of emerging markets.

Prior research on emerging markets surfaced the concept of user-centricity,’3?

arguing that the
closer the innovation efforts are to the local end users, the more likely they are to respond to
the user needs and to deliver the desired functionality.” Yet, the studies often concentrate on
the product design stage in the NPD process, whereas in this study, the innovators incessantly
engaged in design and continuously observed their environment, especially how humans
interact with each other and how they navigate their smartphones and the apps. Anytime they
noticed red flags, they sought to improve the situations and address the issue with the current
means at hand. As a result of this dynamic design process, the anatomy of the value proposition
was permanently at change, as new value components (e.g., service offerings or functions) were

continuously added or removed.

This continuous design with the aim to solve problems underscores the exploratory nature of
service development in emerging markets in which the desired end-state cannot be known at
the starting point, because the problem cannot be defined precisely.”** Hence, the phrase
“designing for service”, rather than designing services, considers that what is designed is not
the final result, but rather a platform for action.”® Innovators were unable to fully imagine, plan
or define the complete architecture and design of the service, since new kinds of constraints
surfaced during the innovation. This means that whenever they encountered an issue/constraint,
they reframed the problem as an opportunity and devised actions to solve this problem.
Designing for service was a recurrent meta-activity: Once the service system and the core
service were implemented, the innovators continued to design for derivative service concepts
or new features to respond to emergent issues. As a result, the service remained incomplete on

purpose.

In contrast to this proactive approach, the other two startups that could not considerably advance
their service, avoided to address various constraints. Existing research refers to this behavioral

pattern with the theory of choosing the “path of least resistance”’’, which states that when
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people approach the task of developing a new solution for a particular domain, they tend to
retrieve existing knowledge and select information from this domain as a starting point for the
new creation.”®® Consequently, the new solutions can be expected to resemble to a large extent
to the old exemplar. However, scholars suggest that constraints stimulate the mind for creative
thinking.”® Studies on scarcity innovations point out that scarcity conditions affect how
problems are defined and solved. The defining part includes needs, wants, demands and
constraints; the solving part entails ways of addressing them.”*® Hence, through the ability to
actively address constraints, firms could seize advantages where competitors rather saw only

obstacles.

Intra-City and Inter-City Carpooling aimed at replicating a service solution stemming from the
developed country context, thereby abandoning new opportunities that emerged from the
varieties of challenges attached to the core problem of insufficient service supply in the local
transportation sector. They were rather avoiding to the new challenges. In the case of Inter-City
Carpooling, this script-based and top-down thinking of service innovation for the emerging
market context, eventually terminated the innovation project, as the customers exhibited
resistance of applying the service. It is thus suggested that peoples’ construction of
transportation, which is embedded in their normal patterns of action, should be identified, and
then considered in the design and implementation of transportation services. This view is
consistent with a study on the introduction of telemedicine systems in the jungles of
northeastern Peru, a region with well-established traditional healing practices (e.g., herbal and
spiritual-magical healing). The idea of delivering scientific medicine through IT encountered
much resistance in the implementation phase, because this practice was conflicting with the
local society’s meaning systems and values.”** But for a new service, which represents a new
social practice, to endure and exist, it must be continually reproduced to become an internalized

routine.

The other four firms revised their initial approach of implementing a modified Western service
template and took the service idea one step further. To do so, they designed a new service from
scratch, by acquiring new knowledge about the context, hence, resulting in much more creative

and valuable outcomes. To do so, they went through a process of breaking down their initial
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dominant vision, which constrained their imagination and creativity. Instead, they
acknowledged that they were pursuing a complex project, which needs to respond to the various
constraints, and, thus, the initial service concept required extensive modification to result in a
satisfactory outcome. This process of meandering and improvising also brought forth more

creative outcomes.

In sum, addressing constraints and creating a new service offering can be translated in the
concept of designing for multidimensional value, which describes the capacity to holistically
transform an unfavorable, inefficient situation into an improved one. Given this vital role of
designing, this study does not conceptualize design as a distinct stage in an innovation process,
as proposed in the traditional NSD literature, but views it as a meta-practice. As understood in
this study, “design is change”’*? and “designing for multidimensional value” can be regarded
as a systemic response to bring about change in the realities of the users and other actors in the

ecosystem.’#3

742 Neumeier (2009), p. 32.
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7 DISCUSSION

This chapter discusses the three major contributions of this study. Subchapter 7.1 elucidates the
key implications of trust voids for service innovation and how trust is conceptualized in the
extant research stream so far. Then, the distinct role of digital platforms in the emerging market
context is discussed, enriching the theoretical discourse of digital platforms (7.2). In Subchapter
7.3 the importance of design and the value of designing for the emerging markets is discussed.
This chapter also provides relevant practical implications (7.4). It concludes with the limitations

of this investigation and provides fruitful avenues for future research (7.5).
7.1 Emerging Markets as Low-trust Environments

First, this model refines the understanding of the context of emerging markets, by depicting the
low level of trust as another key context feature. This characteristic proved to affect the

innovation practices and the value proposition in a substantial way.

Research, in general, suggests to pay attention to institutional conditions when examining
business activities’** because institutions affect the efficiency and effectivity of exchange
processes between exchange partners.’®® In emerging markets institutional voids prevail,’*
which have been defined above as the absence of market-supporting institutions, property
rights, contract-enforcing mechanisms and infrastructure.’*’ While the negative impact of
dysfunctional institutions on innovation activities is well documented, much of the literature
has paid less attention to the socio-psychological characteristics of the institutional
environment.”® The emphasis, in other words, is typically on examining factors that are
quantifiable, such as a country portfolio analysis, a political risk assessment, corruption ratings
and governance indicators, as opposed to the “soft infrastructures” that support innovation and
market activity.”*® However, a key insight from this inquiry is that the innovators experienced

serious issues of trust in the local business environment, with specific trust problems found in
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the transportation sector. These trust issues, hence, deteriorated the conditions for implementing

a new service in the already challenging business environment in sub-Saharan Africa.

In developed economies, well-functioning institutions, especially the enforcement of laws and
intact legal systems, facilitate the formation of trust, as they promote risk-taking behavior.
Institutions, metaphorically referred to as the “rules of the game”, matter for the emergence of
trust because these humanly devised constraints structure human interaction.”® They consist of
both informal rules (sanctions, taboos, customs, traditions and codes of conduct) and formal
rules (constitutions, laws and property rights) as North points out.”* The underlying
assumption, according to Ingram & Silverman, is that ... actors pursue their interests within
these institutional constraints”’2. Without these trust-enhancing institutional foundations,
market-based transactions are substantially compromised. As shown in this study, the
underdeveloped formal institutions created a business climate of high uncertainty in exchange
relationships so that people cannot feel assured about the other party’s intentions and future
behavior.”3 More precisely, this thesis showed that institution-based trust, i.e., the security one
feels about a situation because of guarantees, safety nets or other structures,”* is widely absent
or immature in these economies. Yet, if these institutions are absent or weakly developed, the

question arises of how trust can be built?

This requires to better understand the phenomenon of trust. Trust at its core can be defined as
“... a willingness to rely on an exchange partner in whom one has confidence”’°. It generates
a level of confidence, that persons who are party to an exchange will behave as expected.”
Fukuyama argues that trust is just as important as physical capital in facilitating the creation of
large-scale business organizations and has huge economic value necessary to drive economic
growth and development.”™’ Early scholarly research has already postulated that without trust,
“no market could function”’®8, Research emphasizes that trust is not a behavior but a

psychological condition.”™® More specifically, it is viewed as *... a generalized expectancy held
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by an individual that the word of another can be relied on.”’® It is a state of mind that enables
the possessor to be willing to make himself/herself vulnerable to another, that is, to rely on
another despite the likelihood that the other might act in a harmful way to the trustor. In other
words, trust is an expectation, pertaining to circumstances in which agents take risky actions in
uncertain environments. Hence, to say “A trusts B” implies that A has built the expectation that
B will not exploit a vulnerability A has created for himself/herself by taking the action.”®* Trust,
therefore, significantly affects who we choose to deal with and how closely we monitor the
other person in the course of our dealings. Trust and trustworthiness are, thus, considered
important elements in economic exchanges. Economic or political system requires trust as input

condition, otherwise it creates an unfavorable business climate for entrepreneurial engagement.

The vital role of trust becomes especially obvious if the S-D logic is applied to the investigation
of NSD, as exemplified in this thesis. According to the S-D logic, value is co-created through
the recurrent interaction between customers and service providers. Hence, the viability of new
services depends on repeated interactions and transactions between customers and service
providers over time. Trust is an important condition for recurrent service exchange to occur.
Thus, it is important for the survival of any service that an exchange with the customer evolves
from an arm’s-length transaction to a trust-based relationship.”®? Research suggests, that ...
repeated cycles of exchange, risk taking, and successful fulfillment of expectations strengthen
the willingness of trusting parties to rely upon each other and expand the resources brought into

the exchange”’®,

The idea of trust and its role for economic development is far from being new. Early economic
research recognized that trust enhances economic efficiency because it can reduce the
transaction costs of enforcing honest behavior.”®* Similarly, other authors state: “One of the
most salient factors in the effectiveness of complex social systems is the willingness of one or
more individuals in a social unit to trust others. The efficiency, adjustment, and even survival
of any social group depends upon the presence or absence of such trust.”’®> Some scholars argue
that much of the economic backwardness in the world can be explained by the lack of mutual

confidence. For instance, Furlong states that the absence of trust is particularly prevalent in

760 Rotter (1967), 651.

761 Cf. Harvey (2002), p. 291.

762 Cf. Rousseau et al. (1998), p. 399.
63 ibid.

764 Cf. Mill (1891), pp. 68-69.

65 Rotter (1967), p. 651.
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many developing and transition economics in which economic transactions are viewed as
exploitative’®® rather than mutually beneficial.”®’ It can be concluded that trust is an essential
component of human relationships and fundamental to the emergence of healthy societies and
economies.’®® Trust, therefore, plays a particularly vital role in economic relationships that are
staged within environments where well-developed institutional structures are lacking. This
thesis, therefore, suggests incorporating trust in the theorization of innovation processes in the

context of institutionally deficient environments.”®®

Although a growing body of research on emerging markets highlights the importance of a firm’s
social capital, trust, personal ties in facilitating cooperation and the regulation of social
behavior,”® only little attention has been paid to the implications of trust voids on the
development and the implementation of digital services in the emerging market context. In this
study, the innovators noticed a prevalence of low levels of trust in the local ecosystem.
Customers found other economic actors to be not trustworthy and suspected others to exploit
their trust. They could not build confident expectations that other actors will expose the
promised behavior, and, thus, their propensity to take on a certain risk through cooperation with
new actors was low. The general expectation was that the action of the trustee might be
detrimental to the trustor, and as a consequence, there was a tendency to refrain from

cooperating with the other.”’*

Some scholars argue that the absence of trust discourages business activities and innovations.
One key assumption is that individuals in lower-trust societies need to spend more resources to
protect themselves from being exploited in economic transactions (e.g., through bribes, security
personnel), turning the business case negative.’’? In addition, it is assumed that if entrepreneurs
must devote more time to monitoring possible malfeasances by partners, employees and
suppliers, they have less time to devote to innovations in new products or processes. A prior

study on corruption and institution-based trust underpins this view, concluding that

%6 One study states that Africa’s slave trade not only adversely affected the economic development, but also
sparked a culture of mistrust to evolve within Africa, which persists today. Drawing on contemporary
individual-level survey data and historical data on slave shipments by ethnic groups, the researchers find that
individuals whose ancestors were heavily raided during the slave trade are less trusting today (Nunn &
Wantchekon (2011), p. 3221).
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entrepreneurship and innovation rather do not occur in institutional voids, instead, it is claimed
that government actions need first to provide a supportive institutional infrastructure for
productive outcomes.’” Yet, in this thesis, the innovators were innovative and creative in

addressing these trust voids to shape the context in which they were operating in.

More specifically, the entrepreneurs intentionally engaged in certain innovation activities, to
address the trust void as an opportunity and to differentiate the service from the local
competitors. They acknowledged that they had the adequate IT tools and skills to build trust.
Hence, they performed a set of trust-building activities, such as filling the information gaps,
regulating the behavior of their drivers to provide an amenable service experience, proving
price transparency and simplifying the user interface.”’* Research suggests other trust-building
strategies. For instance, Webb et al. examined the entrepreneurship process of multinational
enterprises in BoP markets and propose that firms can gain trust and legitimacy through
relational ties with NGOs because the non-profit status of NGOs engenders trust within BoP
markets.””® The innovators in this study were initially skeptical of the quality of the local
partners’ performance and needed to overcome the trust voids to promote the emergence of
business relationships. Especially at the outset of the service implementation, partners typically
displayed dishonest behavior due to a short-term orientation. To support trust formation in these
network relationships, the innovators created strong value propositions paired with a digital
control system, which effectively stimulated a change in behavior and incentivized the partners

to act trustworthy.”’®

This study concisely showed that for services to work in environments without the
intermediation of well-established and reliable institutions, new forms of trust need to emerge
between individuals and parties that do not know each other. The use of digital platforms and
more specifically social feedback systems, such as those used to denote a vendor’s trading
history, has shown to contribute to trust formation among customers and drivers. New
approaches of trust, such as conceptualized in the network of what is called the ‘blockchain’ of
all previous transactions, with permissions and authenticity checked by those within the

community, provide new tools for contribution to the construction of trust. The digital

3 Cf. Anokhin & Schulze (2009), p. 475.

74 See a detailed description thereof in the Subchapters 6.3 and 6.4.
75 Cf. Webb et al. (2010), p. 567.

76 Cf. Harvey (2002), p. 302.
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technology and platform represent a context rich for inquiry for innovation scholars in trust
deficient systems.

Overall, the data in this study provides insights in how entrepreneurs experienced and
responded to the severe trust deficit. Instead of designing around the trust problems, these
innovators actively addressed the trust issue. Startups leveraged digital technology, especially
mobile phones, mobile networks, digital platforms, social media and the IoT as key tools to
build a trust-enhancing infrastructure that aimed at eliminating information asymmetries and
forms of opportunistic behavior. But technology was not enough — they also engaged in deep
conversations to demystify the service, built a physical infrastructure for the customers and

synchronized the service with existing norms and standards.

While there is a broad consensus that trust is essential in a variety of ways, the implications of
trust and trust-building activities are barely studied in the context of emerging markets.
Factoring in the concept of trust in emerging market context dimensions also resonates with the
claim “... to consider more fine-grained notions of institutional context”’’’, as Hoskisson et al.
state. This study suggests that the low levels of trust, together with institutional
dysfunctionalities and resource constraints, substantially influence the innovation activities and
the outcome. Consistent with Zoogah et al., this study also lends support to the claim for more
complicated innovation frames in constrained environments to capture relevant business
constraints.””® Focusing only on one dimension will not go far in the context of emerging
markets because it will not surface the activities necessary to build a robust service in these

volatile environments.
7.2 Digital Platforms as Institutional and Generative Instruments

This study also highlights the central role of digital platforms for the development and the
implementation of new services in the emerging market context. Research states that digital
platforms are core elements of service innovation in the digital age, as they ensure the efficiency
and the effectiveness of the service.””® Indeed, service researchers increasingly stress the need
for lifting up the level of analysis in service research by including platforms in service research

to expand the traditionally narrowly examined term service innovation.” In this vein, Lusch

7

3

7 Hoskisson et al. (2013), p. 1316.

78 Cf. Zoogah et al. (2015).

79 Cf. Lusch & Nambisan (2015); Evans & Schmalensee (2016).
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& Nambisan propose a tripartite framework of service innovation consisting of three
components: ecosystems, platforms and value co-creation.’®! This study sheds light on the
valuable role digital platforms play in constrained environments. The platforms were found to
perform two vital functions: (1) fillings institutional voids by formalizing value creation

procedures’® and (2) providing the generative space for new resource combinations.

Filling Institutional VVoids. In view of the various institutional constraints and the low level of
trust, the innovators in this study had to think beyond a structured NSD process and consider
the broader institutional and societal context of service innovation.’®® The entrepreneurs
recognized that if they want to build a scalable service, they cannot merely focus on the bits
and pieces of the service development process but must also build an infrastructure that fills the
institutional holes to enable the service to work properly. Prior research has argued that due to
the lack of reliable institutions emerging markets require innovators to be institutional as well
as business entrepreneurs. This means that in addition to finding ways of how to run a business
they also need to plug institutional holes or in the words of Khanna, they need to “create the
conditions to create”’8*. Literature provides many examples, where large resource-rich MNCs
entering emerging markets have invested in expensive efforts to build an infrastructure for their
traditional business model to function. These prior efforts typically involved the transfer of
institutional systems from Western economies as a compensatory mechanism instead of
engaging in local experimentation.’®® In contrast, other researchers have already started to
examine how networks can generate their own “proto institutions” to substitute for and/or
complement the broader society’s institutional system in both developed and developing
economies.’®® This study extends this thought by shifting attention to digital platforms as means
to facilitate the production of new micro institutions, understood as new practices, technologies
and rules, and making them available for the actors and partners involved in value creation. In
this study, the generated proto institutions combined with the system of rewards and sanctions
for enforcing these institutions had the potential to become widely institutionalized in the social

system.’8’

81 Cf. Lusch & Nambisan (2015), p. 158.

82 The innovators, in this study, leveraged industry platforms (Gawer & Cusumano (2014)), especially the
Android mobile platform, from where they could access a variety of resources, such as maps, driving analytics,
APIs and more, to build a service that addresses various issues at the same time.
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The innovators in this study, however, leveraged digital platforms to accommodate institutional
functions. More specifically, the digital platforms were deployed to perform three important
institutional functions: facilitating transactions among actors, filling information gaps and
stimulating behavioral changes. Digital platforms in conjunction with other technologies,
thereby, were helpful to substantially reduce transaction costs arising from institutional voids
and the severe trust deficit. For instance, by sharing relevant information and documenting all
exchange processes in digital protocols, the platforms facilitated and accelerated partner
integration, which was foundational for accessing relevant resources. A long-standing set of
research on how to overcome institutional voids has underlined the importance of developing
business groups to minimize opportunistic behavior and transaction costs.’®® It is argued that
that large business groups can represent responses to market imperfections in institutionally
deficient economies by imitating and substituting missing institutions.’®® Furthermore, Khanna
et al. discussed how the German supermarket chain METRO changed the local context
conditions to run their business in China, where food safety problems were endemic by
fostering networks between rural farmers and local buyers to improve the quality and

traceability of its meats and fish.”®

This study showed that the platforms enabled the formation of complex networks. They
provided unprecedented transparency based on the abundance of information they gathered,
precisely clarifying “who contributed what”’®%, and thereby allowing equal distribution of the
value that is collaboratively created. This was crucial to enable complex business partnerships
to emerge in an environment which is plagued by great levels of distrust due to opportunistic
behavior and absent contract-enforcing mechanisms. Indeed, due to the high transaction costs
of monitoring the exchange partners, complex collaborative efforts are mostly disincentivized
or abandoned. This study provided the key insight that small tech firms have found a way to
build complex networks by leveraging digital platform capabilities. They utilized the platforms
to redefine rules and norms, establish an internal governance model and provided partners with
real-time access to all relevant information. These new possibilities were important incentives

to attract partners to enter the network.

8 Cf. Khanna & Palepu (2000); Khanna & Rivkin (2001), p. 45.
78 Cf. Khanna et al. (2005); Khanna & Rivkin (2006), p. 335.
790 Cf. Khanna et al. (2005), pp. 16-17.

1 Lusch & Nambisan (2015), p. 166.
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Prior research highlights that entrepreneurship in informal economies often requires new
organizational forms or alternative governance models that ensure access to resources. So far,
these studies did not consider the role of digital platforms in establishing adequate governance
structures. On the other hand, existing literature on digital platforms focuses on large industry
platforms, such as Microsoft, Apple, Google, Intel, Cisco and Qualcomm, in developed
markets, analyzing how these platform-leaders and their thousands of partners create value in
the platform-based ecosystem.’? This research stream centers on more narrow questions, such
as how platform leaders should regulate and control the digital interface specifications of the
various components (resources) to facilitate fast, economical and effective resource integration,
or how to provide information security and legally valid knowledge management protocols.’®
This study, on the contrary, surfaced how digital platforms can be used to establish effective
governance and monitoring mechanisms in an institutionally dysfunctional context, thereby

addressing the larger institutional and societal context of the service.

Another key function of the digital platforms involves stimulating behavioral changes.”®* By
redefining rules and norms in terms of how actors interact, the digital platform, thus, made
certain kinds of behavior more difficult and others more probable. Doing so primarily involved
introducing and enforcing a set of rules,”® complemented by a sanction and reward system,
which was helpful to change the behavior of the drivers. The digital platforms, thereby, were
used to establish monitoring systems, specifically for surveilling the behavior of their drivers.
The goal was to communicate to riders that every bad action was now monitored and entailed
consequences. Yet, to stimulate behavioral changes, it was also important to provide strong
incentives for the drivers, for example, by bridging access to financing’®® and providing access
to vehicle ownership and other assets of desire. Providing first-time access to status symbols,
such as cars, indicated personal financial development in the social community. These new

prospects worked as effective incentive’’ to stimulate a change in behavior. The digital

792 Cf. Gawer & Cusumano (2014), p. 417.

7% Cf. Lusch & Nambisan (2015), p. 167.

794 Note: The establishment and the enforcement of rules for the new service would not be feasible, however,
without the interplay of various IT tools. Especially, the combination of sensor technology, mobile networks,
-devices, -operating systems, algorithms and digital platforms were essential to codify the acceptable (or
desired) behaviors of the drivers. This system helped to guide and manage the interactions between the actors
(riders and customers) in a real-life context to substantially change the service experience.

7% Cf. North (1990).

% The gathered information on the platform was, e.g., shared with partner banks that, in turn, could identify low-
risk candidates and collect revenue-based rates for the vehicle financing.

97 |everaging the positive power of ‘negative’ mechanisms, such as envy and social pressure was important to
achieve the desired behavioral change and ultimately deliver an improved service experience to the end-
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platforms, hence, had a market-driving effect. By redefining behavioral rules and filling market-
relevant information voids, the digital platforms supported the firms to internalize roles
normally served by market intermediaries or institutions in developed markets (such as
authentication services, official registries and sanctions for unfaithful behavior).”®® Hence,
leveraging the platforms was essential for organizing and formalizing an informal sector.”®
This impact of digital platforms on informal sectors in the emerging market context requires

extensive future research.

More recently, economics literature researching digital platforms in the developed market
context concludes that digital platforms can resolve market frictions as they can mediate
transactions.® Yet, this study underlines that establishing multi-sided digital platforms in
emerging markets, marked by limited digital literacy, first requires enabling the actors on the
different sides of the platform to gain the competence of knowing how to use them effectively.
Low digital literacy and numeracy are key constraints for implementing digitally enabled
solutions. Due to the limited digital skills, local partners and users are less able to intuitively
use advanced services or platforms with complex screen instructions and procedures. This is
the point where integrational practices become relevant to embed the service and the platform

in the local context.

Taken together, the broader message for innovation scholars targeting emerging markets is to
acknowledge the significance of platforms and ecosystems to shape the evolution of markets®
and industries in environments that are characterized by perverse market conditions.8%? This
key insight also responds to the recent call for more research on the role of organizations to
improve the situation of local societies where states fail to deliver economic and social goods.
This study went beyond standard practices of CSR by exploring how the firms created
conditions to deliver the new service, and, in addition, engaged in addressing SDGs as natural
components of their business endeavors (e.g., fighting against gender discrimination, educating

their employees and partners, bridging infrastructural gaps).8%

Generativity of Digital Platforms. The second important implication is that digital platforms

are important mechanisms to respond to resource scarcity. In general, they are viewed as

7% Cf. Khanna et al. (2005).
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providing a low-cost, easy-to-access and easy-to-deploy tool to young firms, which are unable
to build up an expensive digital infrastructure and acquire other resources to compete with
larger corporate firms in the local environment.®* This makes the platform a natural fit for tech
entrepreneurs operating in a resource-constrained environment.®% In particular, the emergence
of mobile platforms is a key enabler for innovation in resource-scarce environments and
provides a wealth of opportunities for entrepreneurs.%® These mobile platforms provided access
to a broad base of resources, such as global skills, knowledge and technological assets, that
were combined in a way to match the local problem context. Access to these abundant IT-
resources saved substantial costs and software development time. All firms could get access to
a basic digital infrastructure and IT assets without making great financial investments, they only

needed the absorptive capacity to use different types of knowledge available on the platform.

In addition, through resource liquification, which refers to the decoupling of information from
its related physical device,®’ the innovators could accumulate vital informational resources
(about their drivers, vehicle positions, driving times, routes, etc.) to significantly grow their
resource base. The gained business intelligence and could use these information resources to
increase overall business and service efficiency. To benefit from resource liquification, the
innovators in this study equipped the vehicles or motorcycles with digital capabilities by
leveraging smartphone sensors to record the drivers’ acceleration, braking, speed, routes and
real-time revenues. These technologies together generated big data, while the platform had the

necessary analytics to derive the insights.

By ‘entangling’ the vehicles with software-based digital capabilities, the service innovation
designers could expand the realm of possibilities for new value creation.8%® This means, a
vehicle that previously had a pure physical materiality now also had a digital materiality
(through the software) because it could record the representations of movement in a digital
format. The digital materiality of the product then provided new possibilities for creating new
service experiences and using the vehicles for other purposes than originally planned. This
resource liquification unleashes generativity, as Tilson et al. would say.®%° “Generativity refers

to the (re)programmability of the digital artefacts®'°, meaning that digital artefacts are
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183

inherently dynamic and malleable. This “procrastinated binding”®!! of form and function, as
Zittrain refers to it, means that new capabilities and functions can be added after a product or
service has already been designed and produced. As a result, designers could reprogram the
service at any time.®*? This insight, thus, extends the debate on the flexibility of solutions
targeting the emerging market or the BoP context, and suggests thinking about a platform
paradigm instead of about single services and products to increase the overall efficiency for the
users. Viswanathan & Sridharan suggest that products need to be contextually malleable and
fulfill various purposes.®*3 However, prior innovation research has been conducted from a G-D
perspective, emphasizing the importance of embedding flexibility in physical objects, thereby
neglecting the high degree of flexibility enabled through digital technology.

Overall, a digital (service) innovation allows a greater flexibility because digital innovations
are intentionally “incomplete”®4, i.e., the scope, features and value of the offerings would
continue to evolve even after being implemented in the market.8'® Hence, digital innovation is
perpetually in the making,8® thereby creating unprecedented dynamics and opportunities for
the NSD process. This new degree of flexibility, enabled though IT and digital platforms in
emerging markets, therefore, calls for a more complicated capability approach which leads to

the third contribution of this study.

7.3 Designing for Multidimensional Value as Relevant Innovation

Capability for Emerging Markets

Research emphasizes that due to the various constraints in emerging market economies,
innovators need to develop specific innovation capabilities.’” Capabilities are generally

defined as the capacity to undertake activities and, thus, they are latent until called into use.®!8

811 Zittrain (2006), p. 1980.

812 Cf. Calabretta & Kleinsmann (2017), p. 297.

813 Cf. Viswanathan & Sridharan (2012), p. 62. Note: One of the most important traits of innovation processes
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develop complementary products, technologies or services (Gawer (2009), p. 2). The concept of a platform is
not a new one (Ciborra (1996); Kim & Kogut (1996)). However, the pervasive penetration of digital
technology with its flexible, open affordances has heightened the role of a platform and made it the central
focus of many firms’ innovation activities (Yoo et al. (2012), p. 1400). Apple’s ‘app’ ecosystem is the
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This study traced the activities and practices of innovators in African emerging markets and
surfaced a capability that enabled the innovators to develop and implement digital services
successfully. Designing for multidimensional value can be viewed as an explorative approach
to service development, where the innovators constructed an understanding about what needed
to be designed for their end users. Exploring the constraints then triggered both technology-
based and social practices to solve the problem.

Existing research suggests other innovation capabilities in the context of emerging markets. It
often denotes frugal innovation capability as vital competence to successfully develop
affordable goods and services for the emerging market context. It is the ability of innovators to
take costs out of the entire innovation process and make the most out of few resources. Thereby,
it applies principles and methodologies from the NPD domain. Similarly, Sharma and lyer
emphasize the role of frugal engineering as key innovation capability.®® Other researchers, like
Sivaprakasam & Srinivasan, view “cost optimization®?° as the key innovation capability,
which can be understood as optimizing the entire ‘cost chain’ from the source to the customer
experience. Based on these frugal practices several pioneering MNCs, such as GE, Unilever,
Nokia and also entrepreneurs, were able to produce good-enough products and services. As
prior innovation research is largely conducted from a G-D logic perspective and no distinction
is made between products and services, the identified practices and capabilities were also found

applicable to the development of new services.

In contrast, this study adopted the S-D logic perspective for investigating the development and
implementation of digital service innovation in emerging markets and unearthed a distinct
innovation capability for developing digital services. Following the S-D logic, this study
focused and traced the innovators’ activities and practices and analyzed the utilization of digital
artifacts to respond to constraints. Analyzing the interplay between the various constraints,
practices and value created, this study found that service development resembled an emergent,
unplanned and often ad-hoc problem-solving activity to a particular constraint. Innovating in
the African environment involved relentless experimentation with the local context parameters,
understanding the various contextual and user constraints and identifying effective solutions
with a lasting impact.2?* This thesis, thereby, contributes to the claim to develop new

frameworks for explaining the potential impact of digital technology on how people innovate

819 Cf. Sharma & lyer (2012), p. 599.
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with services.®?2 Hence, it expands the theoretical foundation of frameworks which are based

on the examination of new services developed in mature market economies.

Prior research on the BoP acknowledged that design plays a vital role in the context of low-
income markets. It is argued that design processes need to be consistent with local conditions
and user-centric to develop successful solutions for the BoP.823 In this vein, Viswanathan &
Sridharan highlight the complexity of designing solutions in these environments by pointing
out that products for BoP markets are innovative if they are designed to be multifunctional and

824 55 local users were found

contextually malleable to account for unexpected usage purposes,
to use the products for multiple purposes other than originally intended for.82° They further
propose that a BoP product design must account for the physical and social environment as well
as for the user abilities and constraints in BoP markets.®® Yet, in these prior studies, design is
seen a sub-process or a distinct stage of the NPD process. Furthermore, these prior
conceptualization on the practice of design did not explicitly incorporate emergent digital
artifacts such as digital platforms in the theorization. As revealed in this study, the innovators
exhibited a comprehensive design capability, in which the boundaries between service

development and implementation blurred.8?’

Designing for multidimensional value as viewed in this thesis represents a specific problem-
solving capability. This view is consistent with early work in design research. For instance,
Buchanan®?® describes design as the capability of dealing with what Rittel & Webber call
“wicked problems”®2®, for which there is no single solution and in which stakeholders play a
role in defining the nature of the problems. Departing from this constructivist stance, Kimbell
introduces a special kind of service design labeled “designing for service”®®. This approach
can be understood as an exploratory problem-solving approach, in which the desired end-state
of a solution cannot be defined a priori but is rather socially constructed and evolves over

time.8! This contrasts with the understanding of design in the 20" century, where the key task

822 Cf. Lusch & Nambisan (2015), p. 156.
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involved conceptualizing, developing and producing simple objects, where all characteristics
could be pre-determined.

Designing for services is a thoroughly social and context-driven process,*2

where the starting
point of exploration is the human being and his/her needs and latent desires. This rather
constructionist view can be contrasted with the positivistic view of design, which
conceptualizes design as problem solving, where complex problems can be decomposed into
smaller units before being solved and where the desired state of affairs is already known from
the beginning.®% Prior studies on NPDs in BoP markets reveal that a major flaw in the design
processes was that the product designers and the managers could not personally relate to the
real-life context in the markets and explore the user capabilities in the short time they had. Thus,
they often tended to apply their expertise, tools and blueprints anchored in Western economies,
leading to product designs that did not meet the local users’ requirements.®3 The innovators in
this study, in contrast, took extended periods of time and approached the real-life context with
sensitivity and empathy, pursuing an exploratory, iterative process in which problems and
solutions co-evolved.®*® Hence, as reflected in this study, designing is regarded as shaped by a
situated understanding of the issues at hand, instead of assuming a context invariance and
engineering a service according to Western templates. Thus, the capability of creative problem

solving becomes important.

Designing for multidimensional value also focuses on total wealth maximization.3*® Drawing
on prior conceptualizations, the term “designing for” underlines that designing for
multidimensional value means that all effort is directed towards achieving something greater
and making a change,®’ i.e., changing people’s situations and providing them with better
opportunities so that they can proceed with their lives in a more effective and efficient way.
Hence, design in these innovation projects is not equivalent with service design or the design
of services; it rather focuses on how the practice of designing can be applied to solve systemic
problems and striving for total wealth creation, and, thus, these service innovations can also be
considered as social innovations.®% The design orientation of the innovators in the present study

was grounded in the core principle of improvement or betterment and in creating better and

832 Cf. Bucciarelli (1994), p. 83; Donaldson (2006), p. 152.
833 Cf. Simon (1969).

834 Cf. Viswanathan & Sridharan (2012), p. 54.

835 Cf. Cross (2006), p. 80.

836 Cf. Zahra et al. (2009), p. 519.

837 Cf. Meroni & Sangiorgi (2011).

838 Cf. ibid, p. 138.
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more efficient options for local users and other partners.8% Often, this task is associated with
social entrepreneurs.®*® According to Zahra et al., social entrepreneurs make significant and
diverse contributions to their communities and societies, adopting business models to offer
creative solutions to complex and persistent social problems.®*! Hence, design, as understood
in this study, encompasses exploring solutions, that local users can integrate with their practices

and resources.

This study also sheds lights on the temporality of design. Designing for multidimensional value
rather than designing services draws on the notion of Manzini, assuming that what is designed
is not an end-result, but rather a platform for further action.®4? This idea also points to the
impossibility of being able to fully imagine, plan or define any complete design for a service
because new kinds of challenges and opportunities may arise within a service context. Hence,
designing for multidimensional value always remains an incomplete task, as already mentioned
above.®* The unpredictability of the local context compelled the innovators to drop the idea of
control and to acquire a capability that supports navigating through the various uncertainties
they were facing along the service development process. Hence, the predictive logic is replaced
by a means-oriented approach, which allows the solutions to emerge in the course of action4*
and through leveraging existing resources.®*® This study also stressed that the S-D logic should
be a key point of departure. It provides another perspective to the claim formulated by Prahalad
& Hammond almost two decades ago of how to better serve society in these environments and

do good while still making profit.84¢

Design is gaining increasing importance as a meta-practice as reflected in this study. For
instance, Calabretta & Kleinsman argue that the role of design in innovation is not only evolving
but also growing from being a tactical tool for improving the product performance towards a
strategic capability and mindset at the heart of business (value creation throughout the entire

life cycle).®*” Businesses in developed markets are increasingly using design and design

839 Cf. Karpen et al. (2017), p. 388.

840 Cf. Rivera-Santos et al. (2015); Chliova & Ringov (2017).

81 Cf. Zahra et al. (2009), p. 520.

842 Cf. Manzini (2011), p. 3.

843 Cf. Garud et al. (2008).

844 See Subchapter 6.6.

845 Cf. Sarasvathy (2009).

846 Cf. Prahalad & Hammond (2002).

847 Cf. Calabretta et al. (2016); Calabretta & Kleinsmann (2017), p. 299.
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thinking as relevant tools for innovations.8# Also, design practices are becoming progressively

more essential, resulting in the need to integrate design with other business functions.84°

Existing research on the service innovation originates from highly industrialized settings that
do not experience this problem intensity, as exhibited in the emerging market context.
Therefore, it is silent on how to deal with multiple challenges and what role design might play.
One interesting thought in this vein, that has been recently suggested by Nambisan, is to view
digital innovation as a “dynamic problem solution design pairing”®®. He further claims,
“replacing predefined problem solution spaces with an innovation space of fluid boundaries
(one that reflects the flexibility of resource re-combinations afforded by digital
technologies).”®! This view implies that with the application of digital technology, the degree
of flexibility substantially increases, and the space of possibilities expands with the generativity
of the underlying digital platform. In contrast the degree of flexibility of pure physical objects
is limited, as only minimal adaptations can be made once the product is introduced into the
market. Yet, designing for flexible and inclusive solutions is a key imperative for innovation

targeting emerging markets.
7.4 Practical Implications

This study also provides significant practical implications. For years, scholars and practitioners
from around the world have waited for the “Africa rising”®? narrative to turn from vision into
reality. Yet, relative to other contexts, such as Asia and Latin America, the African context
represents extremes.®2 The level of uncertainty, cultural complexity and institutional instability
seems to be higher than that of other world regions. In the last years, a variety of businesses and
investors have abandoned their projects and departed from the continent, with leaders exhausted
from the various issues and constraints they encountered in the local business context, such as
widespread corruption, unreliable infrastructure and lack of talent. Today, the African continent
is often presented as the next frontier for businesses and as a hotbed of technological

experimentations and innovations. Indeed, a growing number of entrepreneurial firms are

848 Cf. Gardien & Gilsing (2013); Gruber et al. (2015); Hernandez et al. (2018).

849 Cf. Barrett et al. (2015), p. 149; Calabretta et al. (2016); Calabretta & Kleinsmann (2017), p. 298.
80 Cf. Nambisan (2017), p. 226.

81 Cf. ibid, p. 228.

852 Cf. The Economist (2011).

83 Cf. Dia (1996), pp. 53-54; Michalopoulos & Papaioannou (2015), p. 32.
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hacking institutional gaps and find ways to create value by providing access to new goods and
services despite the long-standing challenges.

This inquiry investigated successful innovation practices and capabilities in the context of
digitally enabled service innovation in the transportation sector developed in and for emerging
market economies in sub-Saharan African. While the study surfaced the various contextual
constraints that may discourage digital innovation projects, it also tracked the paths that some
innovators have taken to successfully build a new service. The innovators in this study
leveraged digital platform capabilities and integrated the service into the socio-cultural
environment in a way that it made sense for the local users. The platforms, in this study,
combined with other technologies, have enabled savings in fixed costs, efficiency gains and

flexibility in the new service offering.

The idea of exploiting business opportunities by simply imitating digital service templates that
originate from the developed market context — environments that provide an intact and
supportive institutional system — is not an inadequate assumption for the African emerging
market context. In view of the complex set of constraints, the key problem is to design a service
tailored to the needs and capacities of local users. The innovators in this study acknowledged
that the various constraints that emerge in the process of recognizing and exploiting an
identified opportunity cannot be anticipated at the outset of the service innovation process. A
change of mindset was needed to shift from the idea of merely focusing on the core problem
towards developing a systemic solution with a compensatory institutional infrastructure to

create the conditions for the new service to work.

This insight leads to the first practical implication of this study, which implies that a mere
technology-centered approach will not suffice in these environments and will not work well in
delivering the promised value proposition. Instead, innovators need to find ways to ensure that
the digitally enabled solution is congruent with the capacities and needs of local users. As a
result, developing and implementing the new service in the context of sub-Saharan Africa
required a lot of ‘non-technological’ on-the-ground activities and knowledge. This included
exploring the field, observing human interactions, interviewing users and potential partners
(both formal and informal), training staff and platform partners, building a physical
infrastructure with support agents to explain and support the service functioning, being in sync
with local practices and incorporating the rudimentary technology with a state-of-the-art
platform technology, stimulating behavioral changes and patiently cultivating trust. All these
integration practices have taken time to prosper because using digital services represents a new
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social practice of how to access and use transportation services, associated with new routines
that needed yet to be learned. These activities take time to bring merits, thus, innovation teams
and investors should be prepared to enter these innovation environments with patience,
persistence and an extended time horizons, as short-term results and expectations might not

materialize immediately.

Navigating this complex environment and creating value despite the various constraints,
however, requires a specific capability, which is referred to in this study as designing for
multidimensional value. This insight represents the second practical implication. Designing for
multidimensional value, instead of designing services or service design, highlights that NSD is
an emergent ad-hoc problem-solving activity to emergent issues. The innovators in this study
took extended periods of time and approached the real-life context with sensitivity and empathy,
pursuing an exploratory, iterative process in which problems and solutions co-evolved. This
means, that the practice of designing is also no longer exclusively bound to professional
designers, but to a team, and especially entrepreneurs, who become empathic and

technologically enthusiastic change agents in this environment.

As highlighted in this study, digital service innovations have the capability to substantially
transform established social and economic practices in institutionally deficient environments.
Consequently, designing these services and service systems merits particular attention and goes
beyond the idea of the focused design of the platform architecture or the app design, instead it
involves the design of how humans will interact and engage in transactions in an emerging
formalized market environment. Therefore, this study underlines that digital services targeting
the emerging market context should be assembled with a deep understanding of the local
business environment, including institutional, psychological and socio-cultural factors of the
specific sector. It is recommended that attention should be paid to digital literacy levels and
capacities of local users. Furthermore, service development should begin with a deep immersion
in the context and ethnographic studies to understand the complex dynamics and
interdependencies in the local social system. Ignoring the unique socio-human, psychological
and market conditions, existing in the respective setting, can cause a new service to be rejected

by the users.

Third, this study also highlights the role of entrepreneurs and thereby provides insights
regarding the “Who of innovation” in emerging markets. In this study, entrepreneurs with
international experience (CTOs and CEOs) were the ones better positioned and most motivated
for success, than innovation teams from large MNCs. The young tech firms in this study
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impressively demonstrated how to plug holes in the institutional system by adopting a platform-
based strategy for service development. Increasingly, large IT companies such as Google,*
Samsung, Facebook and Microsoft are using sub-Saharan African emerging economies as labs
in which they develop and test scalable service innovations by leveraging digital technologies
that serve local societies. To do so, they enter the local startup-ecosystems to work together
with the continent’s most creative minds. Traditional MNCs from the manufacturing sector
might rethink their strategy and role in the emerging market context and reflect on the idea of

co-creating value with local tech firms. The CEO of Motorcycle Taxi in this enquiry explained:

Atraditional car manufacturer is probably how could we sell more cars to individual
end users. But individual end users are still so far away from being able to afford
their own cars. But transportation in Africa is such a pain. And it is when people
cannot afford cars, how do you address the pain points in transportation in this
equivalent and this is just an interesting example of a different approach. So, the

guestion is how to spread more mobility in a developing world.

One example could be to engage in value co-creation through partnerships or corporate venture
capital or a combination thereof to accelerate the leverage of the newly developed solution. In
developed markets it is a prominent strategy to engage with startups to enhance corporate
innovation, because startups have the agility, that large corporations are missing, whereas the
corporations have a resource base, startups can only dream of. Hence, there is large potential

for both sides in the emerging market context to co-create value.

Finally, the study also stresses important implications for policy makers. A variety of bold
policy reforms are necessary to encourage change and to support innovation in young emerging
economy markets, such as those in sub-Saharan Africa. For example, in the context of
transportation, large investments into the road network and public transit systems are necessary.
At the same time, institutional reforms and robust legal systems are vital to improve the local
business conditions for entrepreneurial endeavors. Furthermore, as IT becomes increasingly
pervasive, governments in emerging markets are making significant investments in ICT
infrastructures to realize the transformational power of ICTs. But the overall growth of ICT
resources (e.g., through mobile networks and mobile devices) in a nation does not necessarily
result in socio-economic development. This study showed that users still lack the ability to use

new digital devices effectively to realize desired outcomes. Tackling this digital capability

84 See Appendix 16.
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divide through increased education in computer skills is necessary to achieve socio-economic
goals. Eastern Africa, with Kenya, Eritrea and Rwanda, is an example of a changing narrative
in sub-Saharan Africa with growing domestic markets, higher incomes and progressive policy
changes attracting capital flows from developed markets as well as creating a business

environment to incentivize entrepreneurial behavior.
7.5 Limitations and Future Research

Like any academic endeavor, this study also has some inherent limitations. The selected cases
were relatively new and in the early stages of market diffusion. The long-term success of these
new service innovations and the socio-economic impact are not yet known. Whether they are
scalable to reach a wider customer segment as for example in rural areas or enter neighboring
economies remains to be seen. Therefore, their real impact needs to be ascertained and analyzed
over a long-term period of at least five to seven years. Also, this study focused on young tech
firms, that were all new entrants in the transportation sector in urban locations in a small set of
countries in sub-Saharan Africa, hence, there are inherent limits to the generalizability of this
study’s findings to other types of firms, industries or countries. However, the comparison of
this study’s finding proposes that these findings are partially generalizable. Further, case studies
would certainly underpin better grounding of the findings.

Furthermore, the study also included retrospective data, particularly regarding the respondents’
experienced constraints and the strategies and activities performed to address them. A
disadvantage of retrospective data is the risk that the interview partners’ interpretations of past
events may be biased.®> To limit data subjectivity, data was collected from different
respondents per case. Furthermore, interviewees also commented on contemporary constraints

and the activities they performed to create value.

In addition, the context of this study raises questions about the model’s generalizability. The
study was conducted in the urban context of sub-Saharan Africa, which is mostly associated
with a modern context. Culturally, urban contexts are characterized by relative openness and
individualistic tendencies. Furthermore, these metropolitan centers have features that are
relatively similar to the Western context. In contrast, the traditional context is represented by

rural areas and characterized by features such as chieftaincy and councils of elders, an agrarian

85 Cf. Huber & Power (1985), p. 172..
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form of living, ethnic group identities, and collectivistic tendencies.®*® Additional research
could extend these insights to the traditional and rural context and investigate the factors that

influence the development and implementation of digital service innovation.

This study also opens other fruitful avenues for future research. One path forward is to create a
better understanding of digitally enabled service innovation in constrained environments from
the user perspective. More precisely, a shift from NSD to the adoption and acceptance of digital
services at the user-level is useful, as it can provide relevant insights on the diffusion and large-
scale adoption of the service. In this vein, the technology acceptance model (TAM) appears to
be an adequate model to evaluate the user acceptance of new technologies by analyzing the
user’s behavioral intention to use new technological solutions based on perceived usefulness

and ease-of-use.?%’

Additional research could investigate the differences in recognition and evaluation of
contextual constraints and why different actors ascribe different value- and usage possibilities
to existing resources in resource-scarce environments. Cognition psychology could provide
relevant insights, as entrepreneurs in this study deconstructed pre-conceived ideas of how things
should be done and put existing approaches into question. Prior research describes cognitive
fixation as a phenomenon in which objects can just be used for the purposes originally intended
for. The innovators in this study overcame this cognitive fixation and were able to find creative
resource combinations that made sense for the local user groups. As a result, the question arises
of how cognitive fixation has been overcome and how it affected the interpretation of
constraints and challenges to translate them into opportunities. Similarly, interesting are the
questions of how the innovators of this study prioritized the multiple challenges they were
seeking to address and how they shifted their attention among emergent issues. At this point

the application of the attention-based view could be of interest.%8

Another path forward is to better understand the various functions of digital platforms. Past
conceptualizations of digital platforms in literature are relatively narrowly designed, often
limited to conceptualizations of technology or software platforms,®° while innovation literature

either focuses on the role of innovation platforms or digital multi-sided platforms.2¢° Departing

8% Cf. Collier & Gunning (1999); Michalopoulos & Papaioannou (2015).
857 Cf. Davis (1989).

8% Cf. Ocasio (1997).

8% Cf. Gawer & Cusumano (2014).

80 Cf. Helfat & Raubitschek (2018).
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from an S-D logic perspective, this study illuminated the broader role platforms can play in the
emerging market context, namely as an instrument compensating for the various institutional
shortcomings.2®* The platforms helped to create an infrastructure and governance that enabled
transactions among diverse actors (both formal and informal) and formalized procedures at the
micro-level. The role of platforms as market creating mechanisms in institutionally volatile
environments requires much more research. Importantly, platform-based firms can gain
substantial power because they can gather and store more information and eventually have more
knowledge on behavioral patterns than institutional authorities in emerging markets can have.
Thus, it will be important to observe the effects of platforms which succeed in scaling their
solution in resource-scarce and institutionally deficient environments, how they can shape the
institutional environment and how governmental institutions will react to these new power
dynamics. Furthermore, this study outlined how digital platforms can be leveraged, together
with integrational practices, to nurture trust. Trust is a relevant condition and a relevant resource
for recurrent transactions and effective market exchange processes. Thus, it is equally important
to observe how the platforms can create ecosystems of trust in low-trust environments,

including tracing trust formation processes, that eventually facilitate market creation.%6?

81 Cf. Lusch & Nambisan (2015).
82 Cf. Evans & Schmalensee (2016).
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8 CONCLUSION

As digital technology rapidly penetrates emerging markets, it is crucial to understand how firms
can innovate with these technologies to create transformative new services. Prior research has
pointed out that, innovating in emerging markets is a complex and challenging endeavor for
both corporate managers and entrepreneurs due to severe resource scarcity and institutional

voids, prevalent in these settings.

The data in this study presents various facets of the contextual complexity found in emerging
markets. At the same time, the study also reveals effective mechanisms and activities, the
innovators applied to successfully implement a digitally enabled service. The author
interviewed six tech startups in depth, that developed and operated digitally enabled service
innovation in the emerging markets of sub-Saharan Africa. Yet, only four of them were able to
implement their service successfully. The main goal of this study was to trace the key practices
innovators have performed during service development and implementation to respond to the
severe constraints prevalent in the emerging market context. Comparing across these six cases
has brought forth a model of a specific innovation capability, that allowed them to proactively
respond to multiple issues and to design a service that creates multidimensional value. The
study thereby contributed to our understanding of digital service innovation in the emerging

market context in at least three significant ways, as will be discussed in the following.

This thesis concludes that digital technologies provide tremendous potential for the emerging
market environment as they offer a universal platform for innovation. Local entrepreneurs have
now access to digital technologies and platforms that allow them to develop innovative
solutions to societal problems in a cost-effective way. Yet, they need to consider how these
digitally enabled solutions can be implemented effectively. This implies that the digital
solutions need to be congruent with the context in which they are applied to achieve the intended
value. Low digital literacy, the lack of trust and weak regulatory systems are key constraints in
the emerging market context and ignoring such constraints in the service development and

implementation process can lead to failure of service innovation.

The complexity of constraints and the unclear nature of problems require a design-centered
approach to service development. The innovators adopted an explorative approach to service
development and developed an ad-hoc emergent innovation capability, that is denoted
designing for multidimensional value. This capability does not only consider the technological

aspects but also the socio-cultural context for successful service development and
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implementation. This capability enabled the innovators to deal with the wicked problems they
were confronted with and to build service innovations that can be absorbed from the local users.
The practice of design can be expected to be paramount in situations where innovators are
confronted with complex, unclear and interconnected problems and where the question arises
how to better serve the local users and society. Combining these insights, this study suggests
that service innovation in constrained environments occurs at the intersection of continuous
design, trust building and digital platforms. If these findings and the model survive further
empirical testing, they will shift the understanding of how to innovate with digital technology

in resource-constrained environments and provides fruitful avenues for future research.

Beyond that, this study has shown that sub-Saharan Africa provides a fertile ground for
innovation research. This is mainly due to the ability to ‘leap-frog’ redundant and inferior eras
of technological advancement and to establish completely new systems. But without the
commitment to addressing digitally enabled innovation in emerging economies, knowledge will
be bound to the Western context. Hence, directing the academic lens to dark corners to shed
some light on the factors that facilitate and that thwart the path of technologically enabled
solution will enrich science on digital innovation. Similarly, without efforts of both the
entrepreneurs and corporate firms to address severe problems persisting in developing regions,
from a human centered perspective, large populations in developing economies will not benefit
from the digital era. Likewise, the pre-existent bias in innovation research and practice could
increase in the future if researchers, policy-makers and corporate decision-makers do not shift
their attention to and engage with these regions to unleash hidden potentials. In sum, if this
study can serve as a ‘lighthouse’ for more research and can draw the attention of entrepreneurs
and corporate leaders to the question of how to better serve these economies considering the

context-specific conditions, then the purpose of this thesis will have been well-served.
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Appendix 1: FTSE Country Classification Frontier Markets

Frontier Markets

Argentina Jordan Oman
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Bangladesh Kenya Romania
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Bulgaria Lithuania Slovakia
Cote d’lvoire Macedonia Slovenia
Croatia Malta Sri Lanka
Cyprus Mauritius Tunisia
Estonia Morocco Vietnam

Ghana Nigeria

Economies of sub-Saharan Africa

Source: FTSE Country Classification March 2019.
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Appendix 2: Sectoral Changes in Africa’s Fast Growing Countries, 2009-14

Changes of shares in GDP (in %)

Mining and
Agriculture, quarrying
forestry, fishing including oil and Electricity, gas
and hunting gas extraction  Manufacturing Construction and water Services

Burkina Faso -0.7 54 -36 42 03 -5
Congo 0.1 -3.6 01 1.8 01 15
Democratic Republic

of the Congo -1.9 0.4 -1.5 0.5 0 25
Ethiopia -10.2 0.6 03 41 -0.4 5.6
Ghana -122 74 -1 3.7 -0.1 2.2
Kenya 3.3 0.2 1.7 0.6 -0.3 2.1
Malawi -5.3 0.2 -2.1 1.9 -0.1 5.4
Mozambique -2.2 2 -1.8 0.5 -0.1 1.6
Niger -1.6 3.3 1 0 -0.1 -2.6
Nigeria -16.1 -1741 6.5 1.9 04 244
Rwanda -1.2 1.1 -0.5 1.5 01 -1
Sierra Leone -8.2 17.2 -0.6 -0.5 0.1 -8
Tanzania 1.5 1.6 0 2.1 -0.5 -4.7
Uganda -2.5 -05 1.5 2.1 -04 -0.2
Zambia -2.9 3 -1.2 3.4 0.1 29

Source: AfDB (2016), p. 32.
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Appendix 3: The True Size of Africa
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Appendix 4: GDP Growth in Selected Countries in Africa (2017)
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Appendix 5: Sub-Saharan Africa according to the UN Definition
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Appendix 6: Economies by per Capita GNI

High-Income Economies

Upper-middle-Income Economies

Aruba

Australia

Austria
Bahamas, The
Bahrain
Barbados
Belgium
Bermuda

British Virgin Islands
Brunei Darussalam
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Cayman Islands
Channel Islands
Chile

Croatia

Curagao
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Czech Republic
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France
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United States

Uruguay

Virgin Islands (U.S.)

American Samoa
Argentina
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Azerbaijan
Belarus

Belize
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Botswana

Brazil

Bulgaria

China
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Costa Rica

Cuba
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Dominican Republic
Equatorial Guinea
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Fiji

Gabon
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(512,376 OR MORE) ($3,996 TO $12,375)
Andorra Kuwait Albania Namibia
Antigua and Barbuda Latvia Algeria Nauru

North Macedonia
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Romania

Russian Federation
Samoa

Serbia

Sri Lanka

South Africa

St. Lucia

St. Vincent and the Grenadines
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Thailand

Tonga

Turkey
Turkmenistan
Tuvalu

Venezuela, RB
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Lower-middle Income Economies Low-Income Economies
($1,026 TO $3,995) ($1,025 OR LESS)

_ Micronesia, Fed. Sts. Afghanistan

Bangladesh Moldova

Bhutan Mongolia Syrian Arab Republic
Bolivia Morocco Tajikistan

Cambodia Nicaragua

Comoros Pakistan Yemen, Rep.
Papua New Guinea
Philippines

Djibouti S3o Tomé and Principe

Egypt, Arab Rep.

El Salvador Solomon Islands Haiti

Eswatini Korea, Dem. People's Rep.

Timor-Leste

Honduras Tunisia

India Ukraine
Indonesia Uzbekistan
Kiribati Vietnam

Kyrgyz Republic West Bank and Gaza

Lao PDR

_ Economies of sub-Saharan Africa

Source: World Bank (2020): https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-
country-and-lending-groups
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Appendix 8: Internet Penetration in selected African Economies

Internet Penetration in selected African Economies (in % of Population)

Kenya I 87,2
Mali . 61,6
Nigeria . 61,2
Gabon I 58,8
Senegal M 58,2
Zimbabwe . 56,5
South Africa FE . 55,0
Zambia - 53,7
Namibia - 53,0
Botswana mmmm" 47,5
Rwanda mmmmmm . 46,2
Cote d'lvoire - 45,3
Uganda e 40,4
Tanzania Em—m—— 38,7
Ghana T 37,8
Lesotho mm - 31,9
Benin I 314
Sudan " 29,9
Equatorial Guinea mmmmmmmIT 25,4
Cameroon I 23,1
Mauritania Fm———" 20,9
Mozambique I 20,9
Comoros I 20,5
Guinea I 18,4
Gambia 18,3
Ethiopia e 17,8
Burkina Faso mmmmmmmmmmmmnn 17,7
Malawi s 14,2
Central African Rep. s 13,6
Congo 13,3
Sierra Leone mmmmmmmmmm 13,1
Guinea-Bissau 12,7
Togo 12,2
Niger mmmmmw 11,5
Somalia 10,7
Burundi mmmmmmm 9,7
Madagascar B 9,5
Eritrea 8,3
South Sudan w79
Chad mmm 6,3
Western Sahara 4,7
Angola | 0,2
Congo, Dem. Rep. 0,1

Source: Internet World Stats (2020): https://www.internetworldstats.com/stats1.html.
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Appendix 10: Interview Guideline A - Exploration

Introduction, Briefing and Consent

First, I would like to thank you for finding the time to participate in this interview.

1.

Short presentation of the research project: The research project deals with the emergence of
digital innovation in constrained environments with a major focus on sub-Saharan Africa
(SSA). The basic aim of this study is to gain a deep understanding about the local innovation
ecosystem and the opportunities for digital innovation to arise.

Duration: The interview is about to last between 45-60 Minutes.

Matters of confidentiality, and anonymity, and usage of data: The interview is highly
confidential and anonymous, that means that | will choose a pseudonym that will be used
instead of your real name. | will transcribe the recording afterwards and use it only for
scientific purposes. Disguised extracts from the interview may be quoted in the final research
report and in publications, but your identity will remain anonymous. Of course, your
participation is entirely voluntary, and you can withdraw at any time or refuse to answer any
guestion without any consequences of any kind. To be able to fully concentrate on what you
say | would like to use a recorder during our conversation. Do you agree that the interview is
being audio-recorded?

Questions

Self-introduction of the informant:

1.

Please briefly describe your professional background, years of working experience, age and
your role at the company?

Exploring the local innovation ecosystem

Digital Infrastructure

In the first step, | would like to talk to you about the current state of digitalization in the SSA region.

1.
2.

How well developed is the digital infrastructure? (Differences between rural and urban areas?)
What socio-economic impact can be expected from the digitalization in the SSA region?

Local Entrepreneurship Ecosystem

MobdRE

Who are the main actors/companies in the local innovation ecosystem?

What are the biggest challenges and opportunities that innovators are currently targeting?
What are the greatest entrepreneurial success stories?

What are the most promising startups? How relevant is their product/value proposition for the
local market?

Avre there any initiatives planned from the government targeting infrastructure building or
public transportation? (Are any private firms or NGOs involved in these projects)

Are any private firms or NGOs fostering the development of digitalization in the local market?
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Exploring Roles of Local Innovation Actors and Activities

1.

w

Where do you see the so called “bottom of the pyramid” as innovation source or as target
group?

Which multinationals drive innovation in in your country, if any?

Which role should multinational companies take in innovations processes?

Which resources should they contribute and where (money, R&D, market access, technology
know-how)?

In your opinion, which are the most popular digital services/smartphone applications or future
trends in the transportation sector?

Firm-specific Questions

Motivation and Business Model

Mo E

What is your motivation?

What is the value proposition you offer to your customers?

What were the major challenges you encountered along the innovation process?
What innovation activities are your currently working on?

Follow-up Questions

a. What is your approach/strategy? (Customer Segment, B2B/B2C, product/service,
digital KPIs, core activities, etc.)
. What do you consider your core competencies?
c. What are the biggest challenges and opportunities for running an IT-based services in
these constrained environments?
d. What are the key enablers?
e.  Who are the most important stakeholders?
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Appendix 11: Interview Guideline B — Case Candidates

Introduction, Briefing and Consent

First, I would like to thank you for finding the time to participate in this interview.

1. Short presentation of the Research Project: The research project deals with the development
and implementation of digital service innovation in constrained environments. The basic aim
of this study is to identify the key constraints, that you have encountered during the innovation
process and what were the key actions you have taken to respond to these constraints.

2. Duration: The interview is about to last between 45-60 Minutes.

3. Matters of confidentiality, and anonymity, and usage of data: The interview is highly
confidential and anonymous, that means that | will choose a pseudonym that will be used
instead of your real name. | will transcribe the recording afterwards and use it only for
scientific purposes. Disguised extracts from the interview may be quoted in the final research
report and in publications, but your identity will remain anonymous. Of course, your
participation is entirely voluntary, and you can withdraw at any time or refuse to answer any
guestion without any consequences of any kind. In order to be able to fully concentrate on
what you say | would like to use a recorder during our conversation. Do you agree that the
interview is being audio-recorded?

Questions

Self-introduction of the Interviewee

1. Please briefly describe your professional background, years of working experience, age and
your role at the company?
2. What has been the motivation behind this service?

Local Innovation Environment and Transportation Sector

1. What are the biggest challenges and opportunities in your country and the African Market?
2. What are the biggest challenges and opportunities in the transportation sector?

Experienced Constraints
1. What are the major constraints you experienced in the local environment?

Follow up Questions?
a. What were major institutional shortcomings you have been confronted with as a
service provider?
. What were major resource constraints?
c. Could you kindly give an example of the constraint?

Service Concept

1. Please describe in detail the service concept (value proposition)?
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Follow-up Questions

a.  Which customer segment are you targeting? How do you raise awareness for the
service? How do you convince/make sense to use you service (acceptability)?
What is necessary to involve less affluent customers?

In what ways is the service innovative compared to existing services?

How do you plan to scale the service?

What other (e.g., socio-economic) impact does the service create?

®© o 0T

Service Development and Implementation

What were/are some of the key challenges experienced during the development and
implementation phase of service innovations? And how did you respond to them?

What were the key service development activities? What were the key service development
activities?

What do you associate with design? What role did or does design play in service
development?

How did you leverage digital technology?

Follow-up Questions on Partner Integration

a. What role do partners play for the service? (Could you provide examples of
partnerships?)
How do you select the service partners/drivers?
How do you convince partners to join your platform?

USE of Digital Technology

1. What are the various innovative ways in which digital technology is being used by your firm

2.

for serving the customers in a more efficient way?
What role will digital services play in the future for transport ion in sub-Saharan Africa?

Role of Trust

gk wbdeE

How did you experience the lack of trust? (Could you report on some specific situations?)
Why is trust important?

Why do you think customers trust your service?

Do you think peer-to-peer services could work in the local market?

Is the market ready for digital services?
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Appendix 12: Startup Working Environment
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First top left: Maker space in Nairobi “Gear Box”; Second left: Co-Working space in Nairobi; Third left: Prototype

testing, Co-working space in Lagos; Right side: Startup offices.
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Appendix 13: Local Problems Expressed in Artwork

Nike Centre for Art and Culture, Lagos
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Appendix 14: Traffic Situation in African urban centers
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Appendix 15: Employment Creation

o
. L N = 2 A

Marcelin and his family and home in théﬁKigaIi Ium, Gasabo. “I started working
with SafeMotos in 2015. Working with Motorcycle Taxi has been life changing for
me, | was able to marry my wife, and paid off my debt which was to a tune of 1.5

million francs. | now lead a team of drivers at safe motos which is an honor able
thing for me.”

'
.
é i

Female drivers
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Appendix 16: Alphabet’s Loon project

Googles parent company Alphabet’s Loon project has finally launched its Internet delivery
balloons in Africa following a deal with the Kenyan government. A Loon Internet balloon,
carrying solar-powered mobile networking equipment. The balloons started delivering Internet
access to Kenya. (The New York Times, 7 July 2020)

7 A3 e TR

Times, 7 July 2020)
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