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ABSTRACT cooperation; 2) Business models and financing; 8ligg-up

Base-of-the-Pyramid (BoP) inclusive innovation poig aim to
design, produce and market products and servicesafge and
relatively poor market segments in developing coest for

example for people who have less than severalrdditespend per
day. BoP projects have ‘normal’ goals, deliverablasdgets and
timelines. In addition, there are six guidelineattare ‘special’ for
projects in a BoP context. 'Special’ as they migatdifferent from

innovation; 4) Co-creation, active participation darsocial
embeddedness; 5) Institutes, policies and stra@gioment; and
6) Focus on capabilities and evaluation.

2. COLLABORATION BUILDING AND COOPERATION

“The opportunities at the BoP cannot be unlockedaifje and
small firms, governments, civil society organizaspdevelopment

how they are dealt with in regular innovation pissms. Based on a agencies and the poor themselves do not work tegetith a

literature review a conceptual framework is propofsdiowing six
elements: 1) Collaboration building and cooperatidnBusiness
models and financing; 3) Scaling-up innovation; Gh-creation,
active participation and social embeddedness; $jtlites, policies
and strategic alignment; and 6) Focus on capaislitand
evaluation. These guidelines are plotted on thesghaf a typical
inclusive innovation project, as a first attempt Bsupport
practitioners to practically apply the guidelines.

shared agenda” [4]. Inclusive innovation projecigoive different
stakeholders, form diverse (cultural, educationadthnic)
backgrounds, often from different demographic regio
Collaboration is needed between these stakeholtierensure
everyone is on board. Ignoring this network of migations and
assuming all knowledge and skills can be found re’'® own
organization, or “when time comes” can be problécnit further
development. “MNCs working at the BoP learn rapitigat they
have to learn to live with a wide variety of retatships with a

Keywords —Methodology, business model, collaboration, CO-|arge number of institutions” [4].

creation, scaling, capabilities, strategic alignthamovation
1. INTRODUCTION

The difference between BoP context and traditionadstern
markets, is nicely captured by London and Hartifilihe phrase:
“Needs, needs, needs, but no market”. In both ctsténere are
consumer needs but whereas these needs are servegestern
context through a functional ‘market’, such a marke non-
existing in the BoP; the poor's unmet needs carrdgarded as
untapped market opportunities. Research indicé@sinnovation
strategies that are effective in serving or entgriexisting
consumer markets are ineffective in creating newsomer
markets [1] [2].

When developing inclusive innovations for the Bo&h
entrepreneur faces specific challenges that areommon in
‘regular’ innovation projects. Although many inds innovation
projects nowadays aim for a market based approty, are
working in an environment that has a history of add
development cooperation. One of the major concereensider is
therefore “the development effect” during the peojas it is
influential in decisions about the adoption of neehnologies and
subsequent behavior [3].

This paper is a theoretical exploration into sixthmoeological
guidelines that describe the specific challengBsR entrepreneur
can come across in inclusive innovation project.cdtmbines
lessons learned from the development discourse stite of the
art research on inclusive innovation at the BoRldealhe six
methodological guidelines are: 1) Collaboration Iding and

Organizing and promoting a productive and creative
cooperation between organizations and between pépfiherefore
especially critical for BoP innovation projects.pigally different
‘knowledge bases’ are combined: they involve conuiaér
businesses and not-for-profit organizations and hioen
commercial and social logic. Despite the fact tHechnical
expertise in development is still associated wixpagriate advisers
and with men” [3], more transfer of knowledge frddouth to
North taking place. BoP projects have the potemtialombine the
transfer of knowledge and technology in ‘both dimts’, e.g.
technology goes from North to South, while markeeliigence
goes from South to North. The last couple of yeargmples of
‘reverse innovation’ have been identified: caseswhich an
innovation ‘from the South’ is exported ‘to the Muor[5]. For a
BoP entrepreneur this is relevant, as in scaliegrihovation, also
the North is a potential market, which might makemare
economically viable innovation.

As NGOs, civil society organizations and donors bhate the
development agenda and are important stakeholdersliaborate
with in BoP projects, specific attention needs ® gaid to the
different connotations that can be given to thentpartnershipin
the development sector. The term partnership keratague and
how this partnership is shaped and working outratfice depends
on the power relations between partners. Although term
partnership might sound like all partners are eguoaleality this is
not the case [8]. In this respect it is importamkeep in mind that
the different partners involved in a collaboratiare not equal,
although the term partnership does imply equalityategories



such as ‘targets’ and ‘recipients’ have been regudzy notions of
“partnership” for “capacity building.” [3]. Knowinghat the target
group and local partners that are involved in tivovation project
have the background in development projects, miglgtake
certain terminology and expectations that come iith

In conclusion project partners should be stratdigicdosen,
keeping in mind the (political and strategic) agendf the
collaboration and the partners involved [6]. Esalbgiwith local
partners, that have seen agencies come and gatirpdist years,
“trust might be difficult to build after 50 yeard suspicion and
prejudice based on little evidence and strong steping” [3].
Strategically selecting partners, setting up pastnps and manage
the partnerships, should therefore be the main sfoaf
collaboration and cooperation.

3. BUSINESSMODELSAND FINANCING

During the development process there is ample tireeded to
develop a viable business model in several itezattages. In
developing a business model, one should takesiotount that the
principles on which the market in a BoP contextcigrently
functioning, might differ from the Western marketlage.
Neoclassical economics assumes that it is alwagartarket that
allocates resources most efficiently [7], howeardocial goals in
for example health and education (that are typic8oP projects),
this is very likely not the most effective and eiint model [7] [8].
Decisions for purchasing goods is not a full ratloprocess and is
done entirely on the basis on self-fulfillment,heat people make
decisions by the commitment, emotional attachmeelipberation
and human interaction [7]. Sen [9] describes tlsisaa exchange
economy which depends on mutual trust and the ts®mns —
explicit and implicit [9].

In initial stages of the innovation project it ibatlenging to
find sufficient financial resources, due to thedgible) uncertain
outcomes of innovation projects. Many current atitie in BoP
ICT projects are becoming ‘dead pilots’, partiddgcause they are
fully grant-based [8]. In ‘regular’ development acts, financing
usually comes through donors. Donors often requiegtain
outcomes and impact of the project, as well as groponitoring
of the project. But donors find it difficult to famce open-ended
needs assessment as “these are difficult to asses®ding to
sector-based criteria” [3]. Also the way donorsrepéheir money
has found much critique; Dambisa Moyo [10] sumnetdii in the
titte of her book “Dead aid”, saying that the ai@mey has done
very little for Africa. However, many projects, tigh possibly
market-based today, often have used grants inithigal phases to
grow [8].

Therefore BoP innovation projects often requireoiative
financial approaches [4]. Micro financing is orfétee options, but
it is typically available for individuals and foriono-businesses.
Regular banking services are typically available flarger
companies. Small and medium businesses, howevem ddck
access to appropriate financing options (‘missiriddhe’), which
can limit their potential growth [11]. “Investor terest in BoP
markets is based on expectations of a large-vollowerisk and
high return on capital employed business opponuii#], but they
state that they are still missing adequate modelmeéasure the
social impact of the entrepreneurs they want t@$tn. Current
developments in crowd funding platforms, incubatabs and
venture capitalist for African entrepreneurs cantdbute to the

development of BoP projects. Also recently a Bussnenodel
Canvas instruction for BoP entrepreneurs was laesh§h2].

4. SCALING UPINNOVATION

Scaling-up the results of an innovation projeab ifull deployment

and, e.g., bringing new business initiatives to megions or new

sectors, is always a challenge, and especiallyos®6P project.

Even the most popular ICT4D initiatives, have toaghh

expectations over too short time. In 2005 Nichd\egroponte

announced an initiative called One Laptop Per C{@PC) at the

World Economic Forum in Davos, Switzerland. Theionswas

that with this relatively cheap laptop childrenudnderdeveloped

regions could help teach themselves and othersastenvisioned
that within 2 years 20 million OLPCs were introddceThis
appeared to be a rather ambitious goal as is ewuain an
evaluation of this project in the Communicationstleé ACM in

June 2009. It is stated th&xpecting a laptop to cause such a

revolutionary change showed a degree of naivetén dor an

organization with the best intention and the sneirpeople'[13].

In the study by Hystra [8] it is stated that ma@y 4D projects
can be regarded as “dead pilots”. Projects that hraached the
million customer landmark, remain the exception. [Bambisa
Moyo in her critique on aid also points out thagrthis a “Micro-
macro paradox; a short term efficacious interventiy have few
discernible, sustainable long-term benefits. Wossd, it can
unintentionally undermine whatever fragile chaneedustainable
development may already be in play” [10]. In 2008idg¢f Uganda
published a picture of all the mHealth pilots induda [14], which
again shows the difficulty of coming out of thegbiphase and go
to commercialisation of the service. This illuststdespite the fact
if these pilots will become sustainable, many gilate started, also
very often trying to solve similar problems. Reachiscale in this
sector therefore is a big challenge and could pbsgartly be
attributed to the fact that donors mainly financgjgcts that have a
well stated goal. There are some often occurrtngctural flaws
resulting in a failure to achieve scale are ligtdd
e A purely top-down approach to Base of the Pyramid

enterprises. Successful Base of the Pyramid emdemmare
mostly built bottom-up.

e Lack of knowledge of the basic tools of business.

e Lack of textbook solutions for local, micro levéiatlenges:
creating markets where there are none, engagiogananity
already fractured along caste or tribal lines, traditional
approaches to marketing, building bridges to gowmennts and
other stakeholders that often seem distant andachable,
managing distribution chains in the face of untdba
transport and power, etcetera.

Special effort is typically needed to ensure th&anability of the

innovation and effective scaling-up. If money sinsaare secured

to continue the project, a proper scaling stratiegy to be put in
place. Making use of the social network to diffdlse innovation

would be one of the strategies to include [15].

5. CO-CREATION, ACTIVE PARTICIPATION AND
SOCIAL EMBEDDEDNESS

A significant part of the BoP population is notegtated into the
global market economy, which makes it difficult tmderstand
market demand [11] and to relate these to people&tls [4]. In
development projects the lack of knowledge abouketademand,



can be the lack of knowledge about a culture: “@ualt barriers
and gaps in local knowledge are often seen to impleel progress
of development interventions.” [3]. Culture is ofteused for
categorizing what cannot be identified or explaing®] and is
therefore given as the reason for failure of thejgmt. In
development cooperation they have therefore applaticipatory
approaches and involve the local people to undetstie culture
and create ownership. “Many development projectsfleaundered
because people had been left out, where they wkwea in,
much more was achieved with less” [16]. Embeddiof Brojects
in local communities can help to understand culamd history,
and to integrate them into the community in orderco-create
innovative and systemic solutions for mutual vdLig [11].

But now the question arises: who are the local [BS0pA
distinction between donors ‘partners’ and the utiebeneficiaries
— the real locals — is impossible to sustain” [Bherefore in co-
creating with “local people” and “local organizat& is similar,
but one just has to wonder who is the BoP?.

The BoP entrepreneur also brings his or her owtuiin the
development of the service. Van Stam [18] has naademparison
between different aspects of a Western culture tlwedUbuntu
culture in Zambia [18]. The way ‘local people’ loak the BoP
entrepreneur is influencing the way they respond/héther
colonial or government, donor supported developmeniects, has
a profound influence on the way in which local peogspond to
the latest one” [3]. In tandem with various intertiens, people
have learned to adapt their behavior in anticipatd where they
see potential benefit” [3]. In co-creating with theinvolving them
in the development process this should be keptindras it can
influence the response and also the own view of vghgood.

Co-creation can be done on multiple levels. leisted to user
involvement in product and service development.user can be
involved in multiple ways, and co-creation is thesnadvanced
and intensive one. It is therefore also a more -“Go@suming
method and should be used strategically and nat @gid model
for developing new services.

The idea of co-creation is that instead of one mizgion
gathering a lot of information and transformingtthmo a product,
this is a process in which both sides contributd areate the
product together [17] [19]. What should be keptrimd is that in
co-creation processes it is important there isake$tolder that has
a stake in the final product to succeed, meaningfingto create a
business with it. Only then the right decisions d@n made. It
requires an open mindset from people that are tsatiinking
“what is best for them”, as the ‘them’ in this case often people
that are difficult to relate to. Furthermore, wistimed for with
the service, often a social goal, might not be wisgrs want,
which means that it needs to be “repackaged” irerotd reach its
potential. Only through co-creation and active ipgration of the
target group, such structures can be discovered.

6. INSTITUTES, POLICIESAND STRATEGIC
ALIGNMENT

The scaling-up of BoP innovation projects typicalkbguires well-
functioning institutions and institutional struatsrto support the
scaling-up of the innovation. Unless somebody kndwsv to
interact with a particular bureaucracy, gain act¢esgsources and
negotiate obstructions, the best policy documealseae nothing
[16]. In the development sector the well-functianiaf institutes

and institutional structures is related to actegtiin ‘good
governance’. Alongside the opening up of marketsegulation
and privatisation ran an agenda for political reforcalls for
democracy and ‘good governance” [16].

In the development discourse there is a strong ®no
assumption that they have better understanding cbuntry’s
needs than its’ own government [3]. Most of the etimertain
preconditions are set for overseas developmentai agendas of
multilateral donors is mostly based on the UN miflem
development goals. This means that what happena Incal
context, is mostly depending on agendas of natioaat
international institutions. Strategic alignmenteit for future buy-
in of the idea, or to influence a future agendagdsessary from the
early stages of the development process.

Despite BoP projects not having an explicit ambitio change
policy agendas, governance agendas and policiek haive
influence for e.g. the uptake and implementatiothefservice on a
local and international level. For example it isitical to
understand national or local policies and to usenticonstructively
and strategically in further developing and depigyithe
innovation. Sometimes, it may be necessary to vapiikfluencing
or modifying policies, e.g. if they directly affesticcess or failure
of the innovation. Overall, sufficient institutidnaapacity and
sufficient infrastructure are critical for scaling-innovations.

7. FOCUSON CAPABILITIESAND EVALUATION

At the start of the development agenda, just dftersecond world
war, development was measured in terms of GDP gyatec Later
a focus was shifted to more social goals, ultinyatesulting in the
millennium development goals. This resulted in ectg and
programs that were set-up around reaching thettaegeset by the
United Nations. Furthermore there was a shift iovjiting money,
to providing goods and later providing knowledge aeople. Still
outcomes of projects needed to be measured in tefrag. how
many people were reached, benefited from it, andv hb
contributed to the millennium development goalstWiitstanding
that the MDGs are indeed good pillars to alleviadeerty, a new
discourse was introduced by Amartya Sen that saitb¢us on
increase of people’s capabilities to live the lifiey want to lead
[9]. Focusing on capabilities instead of e.g. nursbeof
beneficiaries or providing goods, is an innovaipproach that is
felt to relate more to sustainable development.

However, to be able to measure the increase ofbdéjess,
and which works better than the other, proper atan
mechanisms need to be put in place. Common metredsounter
factual analysis (what would have happened if weldmot have
done the intervention) or follow the money (how mpeople) are
reached, with the money that is spent). Estherdhls introduced
a method that is new to the development sector aodides
proper insight in what works and what doesn’t an éadence
based approach with randomized control trials [20Q].

The last methodological guideline therefore deswitthe
importance of the focus on capabilities and evanato ensure
that the initial goals of the BoP project will inet end achieve it,
one way or the other. It is critical for BoP inntiea projects to
focus on increasing people’s capabilities, whilgamizing and
managing the project. This Capability Approach [EZ] involves
a focus on people’s development and freedom—instéadfocus
on ‘merely’ supplying hardware or equipment (‘toittlé’), or
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‘overdoing’ it by prescribing specific behavioutgd much’) [9].
This focus on people’s capabilities, development fiaedom can

strategy early in the project is needed to ensustaability
of the project after the pilot phase.

be integrated into the project plan, and needsete\mluated in 4. Co-creation participation and social embeddedness
iterative cycles of the project, in order to ensargroductive There is a lack of knowledge of market demand ardet
combination of commercial and social goals. The smayevaluate group characteristics in the BoP. Participatory rapphes
the improvement of people’s capabilities is curgertiscussed, should be used to ensure ownership by end-users and
both practically and theoretically [23] [24]. appropriateness of technology.
5. Institutes, policies and strategic alignment
8. CONCLUSION Policies and policy makers of governmental and alob
) ) o institutions will have influence on the adoptiontbé service.

Theory gives ample evidence of the relevancy ofgihiélelines as Lobbying with these institutions should thereforee b
described in this paper. Also it gives rglevaqsm Igarned to incorporated in the development process.
overcome challenges in developing inclusive inniovet In ¢ Capabilities and evaluation
summary the guidelines are: , Reaching social goals can't be done without indneps
1. Collaboration building and cooperation people’s  capabilities.  Incorporate  proper evaluatio

BoP projects need multiple stakeholders on diffetenels,
with different backgrounds to work together. Therefit is

mechanisms to ensure the project has the impaetag
supposed to have.

needs to_ strateglt_:ally choose partners and manage 'To make the guidelines applicable in practice, gh&lelines are
partnership professionally. mapped on an innovation process. We do not wistliscuss the

2. Business modelling and financing jgea| process, and therefore describe an innovatiogess only in
Sustainable ICT business models for the BoP areseand it general terms
is challenging to find initial investment when ocorees are In very general terms, an innovation process steitts an idea
uncertain. Creative ways to acquire funding (MiCr@ACing, 504 then proceeds in several iterative phases tswaealization.
crowdfunding) and innovative business model creati® e first phase focuses on vision and idea devetoprand on
needgd for the adoption of the service. . exploring possibilities. The second phase is caomegr with
3. Scaling up Innovation

identifying appropriate partners and building perships. The
third, fourth and fifth phases are concerned wittalgsis and
requirements, design and development, and buildemgd

Many projects fail after initial pilot phase. Foustainable
solutions scaling up is crucial, and developing caling



evaluating prototypes and organizing pilots. Thegthsiphase
focuses on implementation and introduction of tbe product or
service, and on deployment.

Moreover, these phases are ideally organized aseeative
process, promoting step-by-step learning, and itengs and
adjusting assumptions. In addition, the procesdeally organized
in a multidisciplinary fashion, involving people twi different
backgrounds, from different organizations.

Although each of the six guidelines need to be rtakeo
account throughout the entire innovation processywwuld like to
propose that specific guidelines need extra atienih specific
phases of the process. Figure 1 illustrates tlaivelimportance of
each of the guidelines in each of the phases ddviation in a
conceptual framework. In the first two phases (Mfisildea and
Exploration and Partnerships), Collaboration buitglicooperation,
Co-creation, active participation and social emleetess, and
Institutes, policies and strategic alignment aftcat. In the next
three phases (Analysis, Design and development, Rantbtype
and pilot), Capabilities and evaluation, Co-creatioactive
participation and social embeddedness, and Busimeskels and
financing are critical. And, finally, in the finalphase
(Implementation and introduction) Scaling-up ang&alities and
evaluation are critical.

9. DISCUSSION

We identified and discussed several critical methagical
guidelines of inclusive innovation processes fa BoP. However,
we are aware that further theoretical researchnaoiee systematic
case studies analysis are needed to get a modewsalerstanding
of how innovation processes for the BoP need torganized and
managed. One area that would need to be studiedx&mple, are
projects that aim at creating sustainable innowaiidrastructures

(eco-systems) in BoP countries. Such projects addrthe

organization of environments that foster BoP prgjeby focusing,

for example, on setting-up educational programnreproviding
seed funding for social entrepreneurs.

Moreover, it would be valuable to further study sfiens like
the following:

¢« How does the initiator/owner of the project inflgerthe way
in which the innovation process is organized? Wotlld
innovation process be different/more effective tf were
initiated by, for example, an industrial partnerpg a not-for-
profit organization?

. How does the sector (for example, education, aljuie
healthcare, finance, etc.) in which the innovapooject takes
place, influence the ways in which the innovatiaogess
needs to be organized?

* How does the type of innovation (for example, ahtecal
innovation, a social, service innovation, a newdpici, a new
service or process) influence the innovation pregeére
some types of innovation more successful? Whattreme the
key success factors?

¢« Which approaches, tools and methods are used ovation
process? And which are most effective? Do we neleedr @r
better approaches, tools or methods in order tocomee the
challenges related to the six elements that wenetiiiied?
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