STRATEGIC FRAMEWORK FOR SOCIAL AND ECONOMIC VIABILITY IN
INCLUSIVE INNOVATION PROJECTS

Bineke Posthumus
TNO
Brassersplein 2, Delft
The Netherlands
Bineke.Posthumus@TNO.nl

ABSTRACT

Entrepreneurs with the ambition to structurallyecahe Base of
the Pyramid (BoP) market face two challenges. Gnahe hand,
they need to ‘go local' to ensure local ownersiim the other
hand, they have to work towards a scalable busimestel. This
paper presents a framework which combines the iatimv phases
with the challenges of local ownership (social iiaf) and
scalability (economic viability). The framework @&ddressed to
entrepreneurs developing products or services ifidro®nsumers
at the Base of the Pyramid and illustrated withesaBom the
VOICES project.
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1. INTRODUCTION

Given the characteristics of the Base of the PydaifBoP),

entrepreneurs with the ambition to structurallyecahis market
face different challenges. There is often a gagéen the design
of a service and the ‘actuality’ in which it is dse[1]. This

“design-actuality gap” model seeks to explain thghhrates of
failure of information systems in developing coigsr It describes
the match or mismatch between information systesigds and
local user actuality.

Up until recently, this gap was used to stressnéed for local
activity and ownership. BoP markets have to be tsided at the
ground level— from the bottom up—if a venture isstocceed in
those marketplaces. Local ownership is needed iems‘fwill do
better and learn more if they tailor their openagido the unique
conditions of developing markets” and “firms wile tbetter off if
they exploit the differences between countrieserathan utilizing
a more homogenous strategy” [2] [3]. In fact, itn®re than a
focal point; given the unstructured character &f tharket place, it
is the absolute basis [3] [4] [5].

More recently, the attention for local ownerships haeen
accompanied by a call for more attention to schtgbiTo serve
the poor sustainably, it is often necessary toetamy broader
segment [6]. Many enterprises achieved economibilitia by
adopting an expanded view of low-income consumernsuginess
associates, engaging those both at the Base 8fyttaenid, but also
those in adjacent income groups. By doing so, tlyarozations
providing the service can buffer the volatility arisks inherent in
dealing with the very poor.

Current methodologies either address the focuscatalsility
and business model [2] [7] [8] or the focus on looanership
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through co-creation and technology adoption [4] [8]. We
suggest a methodology that includes both of thespeds
throughout the development of the innovation.

2. OBJECTIVES

In this paper we propose a framework to organize dtiategic
process that leads to the development of viableicgsr for the
BoP. The basis for this framework is the two chajles described
in the previous section; the requirement of losghership, i.e. the
local consumer market as well as the local busiaessystem, and
the requirement of scalability, i.e. reaching cetimass.

The framework should enable one to choose which

requirements to focus on in the different phasab®ftlevelopment
process. This framework enables the translatiothe$e insights
into a way to organize the decision making proc€hss is helpful

in understanding when the different methodologststegies and
advice mentioned in literature are relevant in mgkdlesign and
business decisions.

3. THEVOICESPROJECT

The VOICES project is a research programme whichaigially

funded by the European Commission under the 7tmé&nsrk

Programme, is. The goal of the VOICES project isfaoilitate

diffusion and exploitation of European ICT researesults by
helping to unleash the potential of mobile ICT ses for

developing economies and resolving existing congerd access
barriers for such services. The success of VOICESedds on
economic and social viability of the VOICE basedviems

developed, to create community ownership of theises and to
ensure a long lasting impact.

This paper includes two cases from the VOICES ptoje

4. METHODOLOGY

Research was carried out in two phases.

In the first phase we propose the strategic framkweased on
the theory as mentioned in the introduction.

In the second phase the theoretical framework lislated by
applying it to two the case studies (m-Health ardgro pilots) of
the VOICES project. We based our work on the dedibkes from
these pilots, on visits to the pilots on the groimdboth Mali and
Senegal in October and November 2011 as well as finterviews
with stakeholders throughout the project period.



5. THEINNOVATION PROCESS

In very general terms, an innovation process steittsan idea and
then proceeds in several iterative phases towaalization. Some
authors have specifically focussed on innovatioocesses for a
BoP context. A well-known overarching methodology €yclical
development in BoP is described in “The Base of Byeamid
Protocol: Toward Next Generation BoP Strategy” [d]his
protocol seeks to close gaps between design andligt(in the
words of Heeks [1]) by promoting a “Business Co-weimg”
strategy, as opposed to the currently dominantlif§elto the
Poor” approach, in which the BoP only enters at ldst stage,
when well-intentioned, but mismatching products apdvices are
introduced to the market [6]. Central principleslie Protocol are
“mutual value” and “co-creation.” Mutual value eitgathat each
stage of the process creates value for all partiiées“co-" in “co-
creation” describes the need for companies to wiarkequal
partnership with BoP communities to create a soatdé business.
The protocol identifies a number of phases thatratelimited to
conceptualization, design and experimental projetist also
include business expansion.
This protocol thus has a focus on the successtulgeof a
field trial as part of a successful developmentleyteaving the
characteristics of ‘the field’ in which this trisd embedded out of
scope. In other development cycles the focus iemarthese field
characteristics, for example on the need to crieatevel playing
field” with ‘western’ partners as well as local pers. In the
innovation cycle of the BoP innovation centre faxample,
‘Preparing the ground’ and ‘learning from each oth@ecede
steps like co-creation and market introduction [10]
Though the development cycle concepts explainedeabave
different set-up, three generic phases can beadistt, namely the
design phase, the pilot phase and the commerdializphase.
¢ Phase 1: design: The design phase involves ae8vitn
requirements, appearance, usability, and of calesign

* Phase 2: pilot: a pilot can have different foceshnical, user
or commercial focus. For each of the focus a diffiergroup
of people is selected

¢ Phase 3: commercialize: typically involves actasti on
strategies how to diffuse the product, distributidmannels
and marketing campaigns.

6. HYPOTHESIS: A STRATEGIC FRAMEWORK

By combining the development phases with the foouseither
local ownership (social viability) or scalabilitggonomic viability)
a strategic framework is proposed. The approachgsed here can
be captured and illustrated with a matrix that asnfed by the
binominal variable ‘social and economic viabilityand the
trinomial variable ‘phase’ (Figure 1).

The difference with the frameworks discussed eaidi¢hat we
make an explicit distinction between theategic focus and the
phases: the strategic focus is either achieving local ership or
achieving scale; the phase refers to the level afunity of the
service: in the design or redesign phase (infanayjhe piloting
phase (adolescence; market adaptation) or a fidiyneercial
service (mature, growth and consolidation).
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Figure 3 Exampleroute 2

By making use of the proposed approach, the metbggo
becomes suitable for both mature products enteravg markets as
well as for new products entering an existing marke

A multinational, for example, might have a prov€@TIservice
which has reached large scale in the Western vamttiwhich the
company would like to introduce in a BoP context.Hrror!
Reference source not found., an example route is drawn of the
situation. In the case of the proven ICT servibe, $tarting point
would be a 100% scaled product (#1). The challefagethis
company would be to find solutions to create lomahership in
the BoP in this phase (#2) and how to design & pilthis context
(#3). Consequently, the company might want to irmget the
pilot in various regions to test a certain scaktrgitegy that works
locally (#4).



In the case of a local entrepreneur, the route loaly different
(Error! Reference source not found.). The local entrepreneur
may for example have developed a successful pflat mobile
based VOICE service in a local context (#1). Counsetly the
local entrepreneur may wish to develop a scalaldevice.
Therefore he or she will have to go back to thegioal design of
the service and adapt it to make it suitable (eéng.speed,
infrastructure) for expansion, while keeping in chirlocal
ownership (#2). Consequently he or she will havetest the
service on the scalability (#3). Lastly, the enteggeur will have to
work on the commercialization phase (#4).

As may be concluded from the examples, throughbet t
development phases, strategic focus should be taken
consideration. For instance, although the pilot;xgsually geared
towards achieving local ownership, it is critichht in the design
and especially in the commercialization phase,llogaership is
an integral part of the design and decision malgmacess. The
other way round, it is equally critical to inclu@learning what to)
scale as a requirement in the piloting phase irerotd reach
economic viability. Further, it is important to eathat the phases
are not linear but iterative; fundamentally it is pgocess of
continuous improvement that has no starting pairgnal point.

7. APPLYING THE FRAMEWORK TO THE PILOTS

To see the value of the strategic framework in tgacwe have
applied it to the m-Health and m-Agro pilot of théOICES
project. These are both pilots ‘under developmant not finished
services yet. We will first give a high-level inthaction to the pilot
and then apply the framework to see how this fatds the pilot
with valuable information for next steps.

7.1 THEM-HEALTH PILOT

In the m-Health pilot, lab technicians use a vaeevice to input
epidemiological data. This allows for more effidieagistration of
disease outbreaks. The voice system is also usgdotade lab
technicians with up-to-date information about dés=aand has a
quiz function as well, aimed to improve knowledgé lab
technicians.

The m-Health pilot focuses on collecting data amctéasing
technical knowledge. The value propositions can sken as
focused on increasing efficiency of services theg already
offered to the end users (those end users beingngst The m-
Health pilot focuses on laboratory staff as us€hmse users work
for the RNL (National Network for Laboraties Seni¢gao they
can be seen as internal and professional userseTieers are not
users of the voice services that truly fall in tBeP category
(although the m-Health service obviously increabesefficiency
of health services that are provided to BoP patiehtit those
patients will not use these voice services).

7.1.1 Design

During the design phase, specific focus was onl loeaership.
The main goal of this phase was to develop usesscfs new
applications for health services in cooperationhwihe main
stakeholders of the project. Furthermore fieldtsisvere done to
meet end-users and all stakeholders in order terstahd their
work, expectations and needs. There was frequeriacobetween
the partners with regard to the technical requirgsieof the
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Figure5 m-Agro pilot
applications and joint development was an imporizet of the
design phase. No specific focus was put on théngcalements.

7.1.2 Pilot

In the m-Health case, the pilot phase has justestat the moment
of writing. During this phase, the partners of the project @afig
focus on technical and usability testing. Extensiesting and
validation currently takes placeFurthermore, there is regular
contact with the Health Ministry, a key stakeholdethe project,
with the aim of strategic alignment. During theopiphase, the
service is provided for free; only the monthly immet cost are due
by the local partner. Is it important to note tta partners of the
project are only used in the pilot phase and w#psout of the
project afterwards. These strategic focus pointicate that the
main focus remains on the elements related to lmeakrship.

7.1.3 Commercialize

When we look at the next phase of the developmertgss for the
m-Health service we can say that the m-Health ptagesomewhat
different from ‘regular’ start-to-finish service slgn because the
commercialization phase is currently out of scap@s means that
the focus of the pilot will not be on the busingsal of scale, and
this is explicitly left to the commercialization g@be. This is partly
mitigated by the inclusion of the intended comnerpiarty as an
advisor in the pilot. However, because the pilasua platform for
application development which is specifically irded for small
scale, open source applications, the service wéVehto be
redesigned for scale after the pilot. Although somsults from
development in the pilot may be re-used, the servidl need



additional work so it can be used on a commerdaales This is
represented in steps in Figure 4.

7.2 THEM-AGRO PILOT

In the m-Agro pilot, producers of local non-timiderest products
use SMS to input information about the availapibind price of
local non-timber forest products. This is aggredaby voice
technology into a spoken communiqué that is brastédaon local
radio. The goal of this voice service is to autarihte creation of
those communiqués, so that local supply and denwamd be
connected. In the future, the voice service willelzpanded so that
local producers can use the voice service to djrecteate a
communiqué (without the NGO actively acting as agagtor). A
meeting-scheduling service using the same methalsdsplanned.

The m-Agro pilot focuses on increasing the efficieto create
and handle communiqués. The value propositionsbeaseen as
focused on increasing efficiency of services theg already
offered to the end users. For the m-Agro pilot, theers are
diverse. In the initial VOICES intervention in tlegisting Radio
Marché system the voice service affects only theON&gaff and
radio broadcasters. The NGO staff can be seentesah users,
while the radio broadcasters are external usera.later stage, the
voice service will be expanded to also include prmis of
agricultural products, who can be seen as extenmadusers. Both
NGO staff and radio broadcasters can be seen despiunal
users, while the producers of agricultural prodactstreated more
as customers rather than professionals. The proeslucd
agricultural products are the users of the voiggises that fall in
the BoP category.

7.2.1 Design

During the design phase, the main focus of theeptojas to
develop use cases and requirements with regattetedrvice. The
uses cases and requirements are based on extéekivstudy in
interaction with stakeholders and users, usingtation techniques
including local workshops and interviews. Activerti@apation of
the end-users, radio stations ensured the localsnieecame clear.
The design phase was done in close cooperationanlitbal NGO
to ensure strategic alignment. Overall, a lot tératfon was given
to local adoption elements, but less focus on bdila

7.2.2 Pilot

In the m-Agro case, the demarcation between deaigh pilot

phase is less obvious, because the VOICES projees cin

intervention in the already operational Radio Marckervice

(which in itself can also be seen as a servicelthatnot matured
yet to the commercialization stage). Specific foisusn the testing
and validation of the Radio Marché System. Manyassthat are
taken for granted in a “usual setting”, are undergad have to be
tested and validated in this rural African contésany technical
difficulties have been needed to overcome to nowalile to offer

the voice based service to users, however, littenon has been
placed on the piloting of ‘scaling elements’.

7.2.3 Commercialize

For the m-Agro pilot, plans are to continue devilgmn the same
platform. The roadmap towards either local comnadimaition or

towards achieving scale is not yet crystallizedoabecause of
some delays related to the Mali political situatiGilocusing more
on scaling might require additional design workeTurrent status
is visualized in Figure 5.

7.3 Comparingthepilots

When comparing the two pilots it becomes apparbat both
services can be seen as services that are deliterezbrvice
providers (RNL and Sahel Eco), rather than to esetsi In the m-
Agro pilot, the pilot service delivers the platfortm Sahel Eco.
Content is manually inputted by Sahel Eco, whilaitater stage,
content will be put in by the end-users themsellrethe m-Health
pilot, the pilot service delivers both platform acohtent to RNL,
although in a later stage content providers migatfbund to
supply relevant content (quizzes, epidemiologin&dimation).

In both cases, the revenue model is currently welaloped.
In the m-Health pilot, costs of the service are emtpd to be
covered by the Ministry of Health. In the m-Agrolgbj no
revenues from end-users (producers of local prajlace foreseen,
so the cost of the service is to be bared by th©NGhe revenue
model of both services can be seen as cost-savatiger than
value-creating, which matches with the focus orerimal users
rather than external customers.

8. CONCLUSION

Entrepreneurs with the ambition to structurally ecathe BoP

market face two challenges throughout the prodesebpment

process. On the one hand, they need to focus @h dmenership.

On the other hand, working towards a viable anctasuable

business model calls for strategies of scalinghis paper we have
proposed a framework which combines the innovapioases with
the challenges of local ownership and scalabiliye have

illustrated the framework with two case studied tharently in the

pilot phase. The case studies give rise to twarobgervations on
the fit between the approach developed in this deri and the
pilots in the VOICES project.

Firstly, the pilots serve as a living lab as garé project with
a fixed timeframe. As most of the project partneits not be part
of the commercialization phase it is likely to bellenging to take
scaling elements into consideration. Secondly MB4CE services
developed are aimed at increasing efficiency irstiyrat a service
provider that is offering services to the BoP dner¢by the direct
beneficiaries of the VOICE services are in fact fgssional,
intercompany users. Considerations on local owigrsire
therefore very different than when services arerefi directly to
the BoP consumers.

These two observations lead to preliminary conohsion the
applicability of the framework. We expect the framoek to be
most relevant for:

1. Services to be supplied by a service provider tirdo its
BoP customers.

2. Users that are end-consumers of the service.

3. Users that fit the BoP definition in terms of inoanbut also
in terms of e.g. education or knowledge.

4. Services being offered by commercially driven smevi
providers.
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