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Abstract 

More than 2 billion people worldwide lack access to the formal financial system. Mostly, these 

are low-income people, women, young people and people living in rural settings. Various 

constraints in the financial ecosystem, faced by clients and providers, impede an efficient match 

of demand and supply. Instead, the excluded are forced to utilize risky, unsafe and expensive 

services from informal providers. As a result, they are vulnerable to income shocks and face 

difficulties to access money for investments when opportunities occur.  

The concept of financial inclusion aims at making formal financial services work for the excluded 

and has been recognized as an important means to strengthen economic development, while 

reducing poverty and inequality. Despite some recent progress, highly scalable solutions for 

financial inclusion are still an exception. Targeting mainly low-income people, solutions need to 

be provided responsibly, yet commercially viable to sustain in the long-term. The private sector, 

being the most active player in the innovation system as argued by research, is assumed with the 

main responsibility of innovating such solutions. 

This paper follows a case study design to investigate how a multinational corporation that is 

sponsored by a charity, attempts to achieve financial inclusion in a sustainable and responsible 

way. Insights are drawn from observations and interviews conducted during a personal visit to 

the firm’s research and development (R&D) lab in Nairobi. Findings suggest an incremental 

approach towards financial inclusion. In a first phase, the main value proposition needs to focus 

on wealth generation and empowerment. Financial services are to be added incrementally, once 

underlying problems of wealth generation have been addressed. By embedding financial services 

into a solution that creates value beyond financial inclusion, initial adoption is enhanced and 

potential impact of financial services is increased. Scale can be reached by targeting innovation 

efforts towards the most powerful actor in a local value chain, who frequently interacts with low-

income people based on a trusted business relationship. In return, existing distribution networks 

and resources can be leveraged to increase accessibility and usage of financial services. Findings 

suggest that the innovation team should focus on a human-centric innovation approach, instead 



 
 

of putting too much emphasis on the technological and business aspect of innovation. For this 

purpose, a diverse innovation team should be composed, including traditional innovation roles 

complemented with social scientists, who are experienced in the field of development.  

The findings yield practical implications for strategists of private institutions who aspire to spur 

financial inclusion. Moreover, some theoretical and practical implications are contributed 

towards the still fuzzy concept of inclusive innovation.  
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1. Introduction and problem definition 

Financial inclusion as a means to achieve development goals has received a lot of international 

attention (Kelly and Rhyne 2015). The World Bank has announced the goal to achieve universal 

financial access by 2020. By signing the Maya Declaration, national governments from over 30 

developing countries have committed to establish sound national policies and regulatory 

frameworks to drive financial inclusion (Alliance for Financial Inclusion 2011).  

Equipping the most vulnerable individuals with safe, affordable and reliable financial services, 

prepares them better to cope with economic and personal shocks, safe for daily and long term 

expenses and access loans when they see investment opportunities (Ledgerwood et al. 2013). If 

done sustainably and at scale, financial inclusion can have broader impact on national economic 

development, by reducing poverty and mitigating social and economic inequalities (Bujorjee and 

Scola 2015). 

Yet, 2 billion people worldwide are still excluded from the formal financial system. These are 

mainly low-income people, women, young people and people living in rural setting. Various 

constraints in the financial ecosystem faced by clients and providers impede efficient match of 

demand and supply. On one hand client characteristics act as barriers. These might be based on 

lack of trust, lack of access to relevant information on available financial services, financial 

illiteracy and cultural, social, or demographic factors. Although a growing number of studies have 

focused on understanding client behavior and client needs, there is still no common 

understanding what these needs exactly are and what financial services act as optimal entry point 

to financial inclusion (Cull 2013). 

On the other hand supply-side constraints impede more responsible and sustainable supply of 

financial services for the excluded (Bujorjee and Scola 2015). Responsible in this context refers 

to solutions that are fair, transparent and responsive to client needs. At the same time consumers 

have the financial capability necessary to make informed decisions and use services effectively.  

Non-governmental-organizations (NGOs), who have been an important player in the beginnings 

of microcredit, have limited institutional capacity to provide highly scalable financial services. It 
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is increasingly recognized that people need a combination of financial services beyond credit 

(Ledgerwood et al. 2013), for which NGOs lack the necessary expertise in the financial sector. 

Furthermore, with financial services being increasingly digitized in order to reduce costs and 

increase outreach, NGOs lack the resources and capabilities to create such technological 

innovations. While private sector institutions are seen as the main driver in innovation systems 

(Lundvall 2010) they too face constraints in providing financial service innovations to the poor. 

In first place, they might not see a business case in serving low-income people due to high level 

of risk and low return on investment. Even if they see a future growth market in serving the 

bottom of the pyramid (BOP) (Prahalad and Hart 2002), there is a lack of conceptual 

understanding around how to innovate for marginalized people (George et al. 2012; Heeks et al. 

2013). Furthermore, the question remains whether private institutions are able to act as a 

genuine development agent (Blowfield and Dolan 2014). 

This thesis aims to address the question how a firm innovates digitized financial service solutions 

for the currently excluded in a commercially viable way and whether this way is responsible from 

a development perspective. For this purpose one specific case has been chosen for analysis. 

MasterCard, a long-term global player in the financial market - who has been ranked amongst 

the top 50 innovative companies in the world (Forbes 2015) - has embedded financial inclusion 

in its wider corporate strategy. They see the 2 billion unserved people as a major source for future 

growth. In June 2015, MasterCard opened a research and development hub in Nairobi to 

determinedly focus on providing innovative solutions to excluded people in East Africa. With 

substantial support from the Bill & Melinda Gates foundation, the largest private foundation in 

the world, the goal is to reach 100 million people with formal financial solutions within three 

years. 

1.1 Research question 

The specific research question addressed in this paper is: 

1. How does a multinational corporation attempt to sustainably and responsibly achieve 

financial inclusion? 
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In order to answer the research question, three narrower sub research questions have been 

developed:  

a. What is the core value proposition of the proposed solutions? 

b. How inclusive are innovation processes applied and how do they differ from 

conventional innovation processes? 

c. How well equipped is a multinational corporation to act as a genuine development 

agent? 

The first sub question addresses the aspect of a sustainable business model, which needs to offer 

a strong value proposition to the consumer in order for the product to be adopted and used. This 

can only be realized, if actual client needs are met.   

The second sub question addresses the processes applied to develop the value proposition. It 

cannot be fully attributed to either of the two aspects, sustainability or responsibility, as it lies at 

the intersection of both. Inclusive innovation aims at explicitly benefiting marginalized people. 

As financial inclusion aims at including marginalized into the formal financial system, the degree 

of inclusiveness of innovation processes has to be understood.  

The third sub question addresses the aspect of responsibility, more specifically underlying 

structures and practices which impede or enable private institutions to act as a genuine 

development agent.  

1.2 Relevance 

The paper’s overarching research topic is grounded in financial inclusion. However, concepts 

from other disciplines have to be drawn upon in order to answer the research question. Likewise, 

the paper feeds back to these concepts. To better understand the overall contribution of this 

thesis, I will describe the relevance of this study to following topics separately: financial inclusion, 

inclusive innovation and the ability of multinational corporations to act as genuine development 

agents. 
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Financial Inclusion: Whereas a broad number of scholars studied the reasons why people are 

excluded from the formal financial system (Amaeshi 2006; Devlin 2005; Dymski 2005; Johnson 

and Zarazua 2007; Leyshon and Thrift 1995) in developed as well as developing countries, less 

studies have focused on understanding how contextual factors shape financial service needs 

(Koku 2015).  

Critics and disputed impact of microcredit programs (Bradley et al. 2002; Mallick 2002; Rahman 

1999; Selinger 2008), which are seen as the beginning of the financial inclusion movement, have 

led to  a broad understanding that financial inclusion is not limited to credit as the single most 

important financial service (Ledgerwood et al. 2013). Solutions need to encompass various 

services, such as savings, insurance or payments. However, which financial services are of most 

benefit to the poor and for what purpose remains a fuzzy picture (Cull et al. 2013; Koku 2015). 

By analyzing value propositions, which are based on secondary data generated by MasterCard 

during various workshops with marginalized people and development agencies, this paper 

contributes to a better understanding of financial service needs at the BOP and how solutions 

are designed and implemented to appropriately and viably address these needs at scale. 

Inclusive innovation: Inclusive innovation is a rather novel concept, with the main literature 

emerging within the last five years. Therefore its conceptual foundation is still in its infancy. A 

broad base of stakeholders including national governments, international and bilateral 

development agencies, civil society, public R&D institutions and large firms dispose high interest 

in inclusive innovation (Paunov 2013). For development organizations (government and non-

government) dynamics of inclusive innovation are disclosed as important development tool to 

foster inclusive growth, i.e strengthening economic growth while reducing poverty and inequality 

(Kramer-Mbula and Wamae 2010). For firms, inclusive innovation is a concept to innovate for 

low-income markets, which represent highly unsaturated markets with high future growth 

potential (Pansera 2013). However, many competing perspectives of inclusive innovations 

impede a concrete conceptual framework, leaving managers with many unanswered process-

related and system-related questions regarding inclusive innovation (Heeks et al. 2013).  
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This study intends to close part of this gap by examining what processes a multinational applies 

to innovate technology based solutions for financial services. By studying innovation processes 

applied by a multinational, who traditionally has been active in high-income markets, insights 

into differences and similarities between traditional and inclusive innovation processes and how 

these are handled can be generated.  

Ability to act as a genuine development agent: Papers have studied the ethics behind the BOP 

approach and what social responsibilities businesses should take on (Davidson 2009; Karnani 

2004; 2009). A different approach is provided by Blowfield and Dolan (2014). They don’t question 

the motivation or moral of businesses to engage with the BOP. Rather, they provide a framework 

which they see mandatory for firms who provide their products and services for the BOP. The 

authors themselves see this scenario as an illusion though. This paper adds insights about hurdles 

and conflicts that impede businesses to act as a genuine development agent.  

The remainder of this paper consists of seven parts. In the next chapter, Chapter II, the theoretical 

background is elaborated. Starting off with financial inclusion as the main topic, inclusive 

innovation and the framework for a genuine development agent will follow to complete the 

picture. The chapter ends in a conclusion, putting together insights of all three relevant areas, 

while elaborating on their interconnectedness. Chapter III explains the methodological approach 

and data collection process followed in this study. Chapter IV gives a brief justification for the 

case selection and a description about the case firm. Chapter V presents the results of the data 

analysis. The discussion chapter, Chapter VI, triangulates findings with other empirical studies. 

The penultimate chapter, Chapter VII, contains implications of the thesis, directed at 

organizations whose goal it is to drive financial inclusion. Also, recommendations for future 

research are indicated. The concluding chapter, Chapter VIII, sumps up the major findings, while 

referring back to the research questions.  
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2. Literature review 

This literature review introduces concepts and contributions from three different, however to 

some extent, interrelated fields. Financial inclusion, particularly barriers in the financial market 

system that have impeded sustainable and responsible financial inclusion, serve as main 

motivation for this study and will therefore be elaborated in detail in the first section. In response 

to these barriers, digital financial services have been heavily discussed in the literature as 

potential solution. Prevalent ideas, such as delivering financial services via mobile phones and 

banking as a platform are presented along with benefits and challenges. 

In section two of this chapter, the relatively new concept of inclusive innovation is introduced. 

The purpose of this concept is to achieve empowerment and equality by including marginalized 

in the innovation process (George et al 2012). Inclusive innovation is relevant for financial 

inclusion, as digital financial services require financial providers to innovate appropriate financial 

products and services for low-income people. The underlying challenge is that innovations have 

historically been directed towards high-income consumers. Inclusive innovation brings a 

development dimension to the traditional business and engineering dimension of innovation. 

This results in a yet very fuzzy conceptualization of inclusive innovation, especially regarding the 

value of the development dimension. By introducing the ladder of inclusive innovation 

conceptualized by Foster and Heeks (2014), different approaches found in the literature are 

presented. Contrasting inclusive innovation with conventional innovation highlights the main 

challenges around inclusive innovation. 

In section three of this chapter, implications for private institutions who act in the field of 

development are discussed. Particularly, one framework introduced by Blowfield and Dolan 

(2014), will be used to present concrete criteria for private institutions who act as development 

actors. This is relevant in light of financial inclusion as well as inclusive innovation, as firms have 

been recognized to be the main actor in an innovation system (Lundvall 2010). Therefore, private 

providers are assumed with the main responsibility to innovate commercially viable, yet 
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responsible digital financial services. The framework presented will help to understand what 

hurdles need to be overcome to act as a genuine development agent. 

In the last section of this chapter, the three concepts are interlinked. More specifically, inclusive 

innovation and the framework of private development agents will be made relevant in the light 

of financial inclusion.  

2.1 Financial Inclusion 

Financial Inclusion is concerned with making formal financial services work for people who for 

supply-side, as well as demand-side constraints are not able to use these services. These people 

are also referred to as the ‘unbanked’ (Demirgüç -Kunt et al. 2015). In this paper, the terms 

unbanked, excluded and marginalized will be used interchangeably.  

The unbanked use financial services. However, they mainly rely on informal providers, which are 

unreliable and risky (Collins et al. 2009). Evidence suggests that people using formal financial 

services are better able to overcome temporal income shocks - due to illness, job loss and harvest 

or business failure - without having to reduce household expenditures (Jack and Suri 2014). 

Moreover they are better equipped to cover for medical emergencies and invest more in 

education of their children (Prina 2015). If financial mechanisms are specifically targeted at 

women, their decision-making power within the family increases, resulting in a more diverse 

dietary and purchase of more durable goods  (Aker et al. 2012; Ashraf et al. 2010). 

On a macro-level, studies suggest that a positive development of the financial system is 

negatively correlated with income inequality (Beck et al. 2007) and poverty rates (Bruhn and Love 

2014; Burgess and Pande 2005), while strengthening economic growth (Levine 2007). 

Recognizing these micro as well as macro impacts, governments and development organizations 

increasingly see the need to include the unbanked into the formal financial system.  

This section aims to give a thorough overview of the debate around financial inclusion, as well as 

some recent developments. The first section discusses the dimensions of financial inclusion in 

order for the reader to understand the most important building blocks around a sustainable and 
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a responsible financial inclusion strategy. The subsequent section, goes into more detail about 

the construct of a financial market and explains underlying constraints that have impeded 

financial inclusion so far. The last section focuses on digitized financial systems, which have raised 

high expectations to provide scalable solutions.  

2.1.1 Dimensions of financial inclusion 

‘Financial inclusion is a state where both individuals and businesses have opportunities to 

access and the ability to use a diverse range of appropriate financial services that are 

responsibly and sustainably provided by formal financial institutions’ (Burjujorjee and 

Scola 2015, p.1). 

This definition touches upon the three basic dimensions of financial inclusion, put forth by the 

Alliance for Financial Inclusion (AFI): access, use and quality (Alliance for Financial Inclusion 2011). 

All three dimensions jointly need to be in place to ensure successful financial inclusion of the 

currently excluded. 

Historically, the main hurdle to financial Inclusion was seen on the access dimension, i.e. the 

supply-side (Burjujorjee and Scola 2015). For reasons such as geographical distance, too high 

prices or legal constraints, the excluded are not able to access formal services (Koku, 2015). Early 

solutions focused on capacity building of formal financial institutions with the goal to eliminate 

access barriers. The progression on the access dimension is measured by indicators, such as the 

percentage of people who own a certain type of service and available touchpoints within a certain 

distance (Ledgerwood et al. 2013) 

However, having access does not mean people will actually adopt and use these services. Only 

with regular use do people fully benefit from owning formal financial services (Demirgüç -Kunt et 

al. 2015). Usage looks at regularity, frequency and use over time (Ledgerwood et al. 2013).  

The bridge between financial access and financial inclusion lies in the quality dimension of 

financial inclusion. Consumers need to have the financial capability, i.e. the appropriate 

knowledge to make effective use of the offered services. If consumers are unable to make 

informed decisions, impacts of financial inclusion can be low or even negative (WorldBank 2012). 
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Some studies have argued that irresponsible microcredit programs drive consumers into a debt 

spiral, as they are not able to repay loans timely and therefore continue borrowing from other 

institutions (Rahman 1999; Selinger 2008). Financial capability building along with financial 

access leads to stronger positive impact on an individual level, stronger uptake of new products 

and lower risks for individuals as well as suppliers (Ledgerwood et al. 2013).  

Moreover, the quality dimensions considers the relevance of financial services to meet actual 

client needs. Only very few studies in the field of financial inclusion have been conducted within 

marketing (Koku 2015), thereby ignoring the unbanked as client segments with specific needs. As 

a result, a great deal of products offered in the last three decades by the microfinance industry 

did not match actual demand (Ledgerwood et al. 2013). Learnings from microcredit programs 

revealed that loans were not used for productive purposes, as was intended. Quite some clients 

used the money to cover for immediate expenses to smoothen out short term cash flow. This 

insight raised awareness for potential demand of other financial services. What exactly these 

needs are is still unclear and needs to be studied in more depth (Cull et al. 2013). 

To sum up, comprehensive financial inclusion goes beyond merely expanding access. Financial 

service offerings must be coupled with financial capability building and must match actual client 

needs. Only then can positive impacts be reaped. 

2.1.2 The financial market system and main functions 

In the financial eco system various market actors carry out multiple market functions, including 

the core functions (supply and demand), supporting functions and rules and norms (Ledgerwood 

et al. 2013). Figure 1 illustrates the financial market system and its main functions. 
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Figure 1: The financial market system 

Source: Ledgerwood et al.2013 

In an inclusive financial market, formal providers are able to supply high quality products and act 

responsible towards clients. At the same time, consumers understand the services being offered 

and are able to access, select and use these services to meet their needs. However in reality, 

various constraints impede an efficient match between demand and supply of financial services, 

which are primarily caused by lacking or insufficient supporting functions and unfavorable rules 

and norms (Burjujorjee and Scola 2015). As the unit of study in this paper is a private sector 

provider, who acts at the core of the marketplace, only the core will be discussed in depth to not 

overstretch the scope of this paper. Where appropriate, the corresponding issues in the 

surrounding regulatory system will be addressed.   

Demand 

Particularly low-income people1, women, young people (under 24 years of age) and people living 

in rural settings are less likely to use formal financial services (Demirgüç -Kunt et al. 2015). Some 

of the constraints that impede these four groups to access and use financial services are linked 

                                                        
1 Demirgüç -Kunt et al. 2015 refer to the lowest income quintile in an economy 
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to characteristics which influence their financial behavior. Some of these constraints are listed 

here: 

 Gender: Women are less likely to own a formal bank account due to financial, economic, 

social/cultural and political/legal obstacles (Johnson 2000). For instance, women might 

be required to have their husband’s signature for financial transactions or they might not 

want to be seen travelling to town alone to visit a bank branch. Interestingly, gender does 

not act as a direct barrier to financial access. When controlled for education, income and 

other psychometric factors, gender is not significantly correlated with financial access 

(Honohan and King 2013). 

 Ethnicity and religion: In some cultures, financial access might depend on the seniority in 

the community. Financial rules might also be based on religious believes. The best known 

example is Islamic finance based on sharia law, in which it is against principles to give or 

receive a fixed, predetermined rate of return (Ledgerwood et al. 2013).  

 Geography: People living in rural settings are far more likely to have a formal bank account, 

due to large distances to bank branches (Honohan and King 2013). 

 Lack of trust: Low-income people have been actively excluded as target group by 

traditional banks. As a results clients might develop psychological barriers (Solo 2008), e.g. 

they might feel intimidated by formal banks or fear that staff may not treat them with 

respect.  

 Limited information and limited financial capability: People might lack the access to 

information on relevant financial services as well as the full range of providers 

(Burjujorjee and Scola 2015). Moreover low levels of awareness, illiteracy, and low 

technological capacity at the BOP limit adoption of financial services.  

These constraints are important to keep in mind when designing financial services for the 

currently unbanked. In addition, there are characteristics that don’t impede the excluded to use 

financial services, but shape specific needs for particular financial products with a particular 

feature set. Instead of following a ‘mass’ approach, which was the way forward in the early days 
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of financial inclusion, scholars argue for a more segmented approach (Breloff and Faz 2012; Cull 

et al. 2013; Koku 2015; Ledgerwood et al. 2013). Solutions need to be tailored, taking into 

consideration client characteristics, such as life-cycle, family structure and age, income and type 

of employment.  

Against early believes that credit is the most pressing needs poor households face to lift 

themselves out of poverty, research suggest different. Microcredit programs show positive 

impact, however only for a narrow group of people. For small business owners who already have 

managed to build a certain level of social and human capital (Bradley et al. 2012), microcredit 

programs have positive effects on firm expansion and income (Angelucci et al. 2013). However, 

for not so well established microbusinesses, especially those who belong to the poorest, it is hard 

to obtain credits from a microcredit institution (Navas et al.2000) and broader welfare impact on 

household level is disputed (Cull et al. 2014). For these people adequate financial services, which 

are not necessarily connected to credit in first place, need to be developed.  

Some evidence suggests that most poor households see a lot of value in financial tools that help 

to manage liquidity and thereby smoothen consumption (Breloff and Faz 2012). Poor households 

not only face low income, but also very irregular and uncertain income (Collins et al. 2009). These 

circumstances require families to manage their income to an extent that immediate expenses, 

such as food and transport, can be covered at all times despite the absence of steady, daily 

income. For people living under the extreme poverty line of USD 2 a day, savings or credit is more 

often than not a way to cope with everyday life, rather than a way of building capital for making 

big investments (Mas 2015).   

Jain and Hall (2012) define a hierarchy of financial needs, presented by figure 2. Alternatives to 

cash accounts and cash bill payments are described as the most foundational financial needs poor 

households have. In the authors’ opinion bill payment is an activity which every household has 

to make to survive. If those are made cheaper, safer and more effective, more complex needs 

can be addressed later. For the authors financial inclusion is a progressive approach with higher 

levels of financial inclusion achieved as more needs are fulfilled. They justify this approach giving 
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two reasons. First, they argue that consumers are more concerned with foundational needs and 

are therefore more open to respective solutions that meet these needs. Second, by addressing 

needs in clear order, more needs can be met effectively.  

Figure 2: Hierarchy of financial needs 

 

Source: Jain and Hall 2012 

Contrasting this approach, a segmentation approach argues that depending on life-cycle, age and 

type of employment basic needs might shift. In rural areas, where most people earn income 

through agricultural activity, incomes are highly seasonal and exposed to potential 

environmental disasters. Therefore, micro insurance programs are of high value to farmers 

(Janzen and Carter 2013), shifting further down in the needs pyramid for this specific segment. 
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Supply 

Although a very diverse range of providers, formal and informal, has gotten involved in providing 

financial services (see Figure 3), no single type of provider presents an optimal solution to reach 

all market segments with all types of financial services (Ledgerwood et al. 2013). 

Informal services (see left side of Figure 3) such as individuals or community-based groups, are 

accessible, flexible, convenient and provide discipline to encourage regular savings and loan 

payments (Ledgerwood et al. 2013). For instance, a widely used form are rotating savings and 

credit associations (ROSCAs), in which members contribute an agreed amount on a regular basis. 

At each collection round the total is given to one member on a rotating basis. ROSCAs are self-

governed and are not regulated.  

Disadvantages of such informal services are that (i) they are unreliable in a way that the needed 

amount might not be available at the needed time; (ii) they are vulnerable to collapse or fraud 

caused by theft, corruption or collective shocks and (iii) they might charge expensive fees (Collins 

et.al 2009).  Moreover, lending from family and friends can result in a loss of dignity (Ruthven 

2002). 

Institutional providers (on the right side of Figure 3), can offer a broader variety of products and 

services (Ledgerwood et al. 2013). However, depending on the type of organization, they face 

different constraints that impede to grant adequate access to the excluded in a responsible and 

sustainable way (Burjujorjee and Scola 2015). 
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Figure 3: The range of financial service providers 

 

Source: Ledgerwood et al. 2013 

Primarily banks, don’t see a business case in serving low-income people (Burjujorjee and Scola 

2015). Serving those, yields low profit while facing high risk. This is expressed by the fact that 

bank services are more expensive for poor than for wealthy people in relative terms (Mehta and 

Realini 2015). Banks not only ask for an admission fee to open a bank account, they also require 

their customers to keep a minimum balance on the account, otherwise additional fees occur. 

Furthermore, fixed transaction costs as opposed to variable transaction costs, make small 

transactions almost unaffordable. An embedded cost factor in the traditional bank model, is the 

heavy reliance on a bank branch network. Expanding into remote areas with low density 

population is often too costly. Even providers who use agents, face severe business viability in 

low-density areas. As a consequence the majority of poor people, who predominantly live in rural 

areas don’t have access to bank services (Demirgüç -Kunt et al. 2015). 

One of the underlying problems is that innovation is expensive and requires knowledge and skills 

(Burjujorjee and Scola 2015). Whereas commercial providers might possess the knowledge and 

skills required for innovating for their traditional consumers, they lack expertise in working with 

a low-income target group. If the business case is not fully understood and believed in first place, 

the commitment of investing necessary resources to adequately innovate processes and develop 

new products is low. As a result of inadequate innovation processes, the ultimate product 

innovation might propose a weak value proposition for clients (Foster and Heeks 2014). This 

either results in low adoption rate by clients, or low or even negative impacts on clients’ lives.  
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All together, these constraints result in low willingness and low capabilities of commercial 

providers to enable new business models, leaving their services unaffordable and inaccessible for 

low-income people.  

NGOs, who know how to work with low-income people in a responsible way, face limited 

institutional capacities. Recently, the paradigm of financial inclusion innovation moves towards 

digitizing financial services to increase outreach and decrease costs. NGOs don’t have the 

resources, know-how and skills to innovate technology based banking services (Burjujorjee and 

Scola 2015). 

New players, such as mobile network operators (MNOs), entering the financial market raised 

expectations to expand formal financial access to the excluded. However, success stories like 

MPesa in Kenya, have been rather the exception than the rule (Donovan 2012). Especially, 

regulative challenges like ‘know your customer’ rules or the requirement to obtain a hard to get 

bank license, impose big hurdles on new entrants. Moreover, poorly established finance and 

mobile industries, as well as end-user’s lacking skills, hinder mobile money to reach significant 

impact (Donovan 2012). 

To sum up, if formal financial service providers want low-income people to use their services, 

which is for economic and social development reasons in the interest of government and other 

development organization, they must find a way to match advantages of the informal services, 

while reducing their own inconveniences. Services need to be (Ledgerwood et al. 2013): 

 affordable 

 flexible (low value transactions allowed, no minimum balance needed, interoperable with 

other payment instruments/providers) 

 safe, well-structured and transparent 

 easily accessible with minimal administrative procedures involved and convenient to use 

 reliable 
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2.1.3 Digitized financial services  

Many recent financial inclusion solutions have taken a digital approach, leveraging on the fast 

pace with which mobile technology has spread in the developing world (Donovan 2012). The 

providers are not necessarily banks, but also mobile network operators, who provide financial 

services over their network.  

Financial services transmitted over a mobile phone network are not limited to any specific type 

of financial service. They are rather seen as delivery channel of financial services (Ledgerwood et 

al. 2013). The common entry point are payment services, which naturally work as a basic saving 

account on which people can store money. Thanks to the transactional nature of payment 

services (there is always a sender and a receiver), payments hold big potential to include more 

people into the formal financial system (Jain and Hall 2012). The choice of receiving payments is 

often determined by the sender. Shifting payments from cash to mobile payments is an incentive 

or requirement for the receivers of these payments to get a formal account with the mobile 

banking provider (Mehta and Realini 2015). One suggested way to reach fast scale inclusion of 

low-income populations into formal payment systems, is to digitize government-to-people (G2P) 

payments, i.e. social grants like unemployment compensation, child support, retirement, 

(Demirgüç -Kunt et al. 2015). This represent an opportunity to include many low-income 

recipients at once by shifting the disbursement of one sender to a mobile money system.  

Mobile money systems don’t make banks obsolete, however their role and responsibilities shift. 

Mehta and Realini (2015) suggest the concept of banking as a platform, which they see as new 

paradigm in the financial landscape. Instead of providing their own proprietary services, banks 

are becoming the enabler of a platform, which integrates many products and services from 

various service providers. The bank’s role shifts more towards the backend without a direct 

interaction with the client. This shift is happening not only in developing countries, but also in 

industrialized countries where the traditional banking system does not hold up and loses 

customers. According to the authors, the traditional bank system is a pyramid with steep steps 

only benefitting the top. Rather than herding the excluded in the traditional bank system, which 
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clearly doesn’t work for them, they should be integrated into a completely new system, which is 

no pyramid but rather a broad base accessible for all.  

Looking at the three dimensions of financial inclusion discussed earlier in this paper, digital 

financial systems have many advantages, yet not solving all issues. The advantages on the access 

dimension are manifold: low transaction costs allow affordable services; expensive banking 

branches become obsolete, thereby increasing outreach to rural areas; services are convenient 

and flexible as users are not restricted by time and place; and services are transparent, as all 

transactions are recorded digitally (Ledgerwood et al. 2013).  Moreover, mobile money operators 

have a huge existing customer base to address and potentially a widespread existing agent 

network who might serve as customer touchpoint (Mehta and Realini 2015). However, upfront 

investments in building reliable digital financial services, which is the key determinant for client’s 

trust in the system, remains a challenge in low-income countries (Bohling et al. 2014). 

On the use dimension, a challenge faced by many failing mobile money projects is to reach initial 

usage. One common mistake is to be too ambitious in a first phase. Initial adoption, which is the 

key determinant for future success, is always driven by addressing a compelling need in a simple 

way (Mehta and Realini 2015). Moreover, building financial capabilities and invest in client 

education remains an issue (Bohling et al. 2014). 

On the quality dimension, due to low transaction costs and potential broad scale, providers might 

be able to make profit by serving low-income people and thus make provision sustainable (Mehta 

and Realini 2015). However, traditional competitive behavior of commercial providers might 

result in potential irresponsible behavior towards the market and consumers (Burjujorjee and 

Scola 2015), especially with no protection mechanisms in place (Ledgerwood et al. 2013). 

Apart from financial inclusion, reducing the amount of cash in an economy has economic and 

social benefits (Burelli et. al 2013). Printing, storing and transporting cash is expensive. Other, 

more hidden costs of cash refer to tax avoidance, tax evasion, cash-funded crimes and corruption 

due to the highly in-transparent nature of cash transactions. 
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To sum up, digitized financial services offer advantages on many levels. Yet, a lot of challenges 

remain when designing and implementing digital payment mechanisms for low-income people 

in low-infrastructure countries. Thus, the expectations of technology to solve all financial 

inclusion related issues should be tempered (Bohling et al. 2014).  
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2.2 Inclusive innovation 

Innovation and technological progress have been recognized as important drivers for economic 

growth (Rostow 1960; Schumpeter 1934; Solow 1957). However, economic growth as well as 

innovation, don’t benefit all members of society equally and thus have contributed to social and 

economic exclusion of certain groups (Kaplinsky 2011).  

Inclusive innovation deliberately serves the welfare of these excluded groups (OECD, 2015) and 

is therefore a relevant development tool (Pansera 2013). Conceptually, inclusive innovation lies 

at the intersection of innovation studies grounded in engineering and business science, and 

development studies grounded in social science (Cozzens and Sutz 2012). The main idea is that 

innovation needs to be more inclusive to drive sustainable and even social and economic 

development in developing countries (Heeks et al. 2014). At the same time it recognizes the 

importance of being profitable in production in order to sustain in the long run and have a real 

impact (Kaplinsky 2011). 

As financial inclusion is concerned with innovating for low-income people, with the aim of reaping 

micro and macro development impacts, it is valuable to study the phenomenon of inclusive 

innovation in more detail. First a definition of inclusive innovation is presented. The ladder of 

inclusive innovation conceptualized by Foster and Heeks (2013) is used to differentiate amongst 

various interpretations of inclusive innovation found in the existing literature. Subsequently, 

various models such as frugal and grassroots innovations are briefly discussed and are related to 

respective steps on the ladder of inclusive innovation. Lastly, the main differences between 

conventional and inclusive innovations are presented. This comparison aims at highlighting the 

major challenges inclusive innovators face to reach sizeable development impacts.  

2.2.1 Definition of inclusive innovation 

Innovation serving the BOP has been labeled ‘inclusive innovation’ (Foster and Heeks 2013), 

‘pro-poor innovation’ (OECD 2015) , ‘below-the-radar-innovation’ (Pansera 2013), ‘grassroots 

innovation’ (Cozzens and Sutz 2012) and ‘BOP innovation’(Hart and London 2010). In this paper 
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the overarching term ‘inclusive innovation’ will be used, which in recent years emerged to be 

the main terminology around the debate (Heeks et.al. 2013).  

Foster and Heeks (2013, p.3) define inclusive innovation as follows: 

‘[…] Inclusive innovation explicitly conceives development in terms of active inclusion of 

those who are excluded from the mainstream of development. Differing in its foundational 

view of development, inclusive innovation therefore refers to the inclusion within some 

aspect of innovation of groups who are currently marginalized.’ 

This definition requires to first understand who the marginalized are and second which aspects 

of innovation is referred to (Foster and Heeks 2013).  

Groups who are marginalized are most importantly the poor – individuals who, as per a 

calculation of the global poverty line live on less than USD 2 per day (OECD 2014). Other groups 

are women, youth, disabled, ethnic minorities and informal sector entrepreneurs (OECD 2014).  

The second issue to clarify is which aspects of innovation should the marginalized people be 

included with? The answer to this question is not very straightforward. Different authors 

attribute different value to the development dimension of inclusive innovation. Some 

acknowledge inclusivity when the innovator aspires to innovate goods for the marginalized that 

impact their lives (George et al. 2012), whereas others see true inclusivity only if the marginalized 

are also part of the innovation process itself (Cozzens and Sutz 2012). 

A more detailed break-down of these two streams can be provided by the ladder of inclusive 

innovation, presented in Figure 4. With each succeeding step towards the top, the notion of 

inclusiveness shifts towards a complete integration of the marginalized group in the entire 

innovation process. Graphically this is represented by wider steps.  

This ladder is a demonstration of different views and interpretations of what constitutes inclusive 

innovation. There is no right or wrong level for conceptualization of inclusive innovation, because 

it is context-bound (Foster and Heeks 2014). Particular circumstances and structures implicate 

particular innovation concepts. However, for those at a higher level, the interpretation of 
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inclusivity at a lower level is not sufficient to be labeled ‘inclusive innovation’ (Foster and Heeks 

2014). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In more details, the steps are as follows (Foster and Heeks 2013):  

 Level 1 - Intention: an innovation is inclusive if the intention of that innovation is to 

address the needs of the excluded group. This does not relate to any concrete activity but 

merely the abstract motivation behind the innovation. 

 Level 2 - Consumption: an innovation is inclusive if it is adopted and used by the excluded 

group.  

 Level 3 - Impact: an innovation is inclusive if it has a positive impact on the livelihoods of 

the excluded group. What exactly constitutes a positive impact remains unclear (Heeks et 

al. 2014). 
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Figure 4: Ladder of inclusive innovation  

Source: [adapted from Foster and Heeks 2013] 
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  Level 4 - Process: an innovation is inclusive if the excluded group is involved in the 

development of the innovation.  

 Level 5 - Structure: an innovation is inclusive if it is created within a structure that is itself 

inclusive. Deep inclusion requires that the underlying institutions, organizations and 

relations that make up an innovation system are inclusive.  

 Level 6 - Post-Structure: an innovation is inclusive if it is created within a frame of 

knowledge and discourse that is itself inclusive. Post-structuralists are of the opinion that 

our underlying frames of knowledge – even our very language –determine societal 

outcomes. Thus, only if the framings of knowledge applied by key actors involved in the 

development of the innovations are truly inclusive; only then can an innovation be truly 

inclusive. 

2.2.2 Models of inclusive innovation  

Along with different levels of inclusiveness in the innovation process, various models of inclusive 

innovation have been discussed in the literature. Each show different approaches to the 

innovation process and can be therefore placed on different steps on the ladder of inclusive 

innovation (Heeks et al. 2014)  

Work that emerged around the bottom of the pyramid approach (Prahalad and Hart 2002), 

investigates successful strategies of large firms who target their products and services towards 

the low-income market for business reasons which go beyond philanthropic motivations. They 

look at huge untapped markets, where firms can make profit by selling their products at huge 

scale, while bettering the lives of the poor. In this work, the innovation aspects is centered on 

the modification and adaption of products to suit mostly financial and to some extent also 

cultural and social needs of the target group (Pansera 2013).  

Innovations resulting from such strategy are labeled ‘pro-inclusive innovations’ (OECD 2015), i.e. 

innovations for the marginalized. Among them ‘frugal innovation’, is a concept discussed quite 

frequently (Foster and Heeks 2013; Pansera 2013; Papaioannou 2014; Paunov 2013). Frugal 

innovation focuses on modifying production and operation processes to use minimal resources, 
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costs and complexity. As a result, cheaper versions of existing products are created for the poor. 

Frugal innovations originate from enterprises in resource constrained settings, as well as from 

western firms that aspire to reduce costs in production and access users in low-inome countries 

(Panser 2013). On the ladder of inclusive innovation frugal innovation can be seen at level 1 or 2. 

The focus of frugal innovation is clearly more on the process and product innovation than on the 

consumers and the impact the innovated products have on their lives (Heeks et al. 2014).  

A contrary model, receiving increasing attention in inclusive innovation literature is ‘grassroots 

innovation’, also described as innovation by low-and middle-income groups (Paunov 2013). With 

grassroots innovations, lower income groups are not just the target consumers, but actually the 

producers of innovation (Gupta et al. 2003). While grassroots innovations are produced by the 

marginalized, they can be supported by other actors in the innovation system, including private 

firms and NGOs (OECD 2015). The Honey Bee Network, an organization in India, was the unit 

studied in pioneering work about grassroots innovations. The organization specifically searches 

for people in Indian communities, who have inventions in mind to solve specific challenges and 

needs in their community. By providing them with resources, the organization helps to turn them 

into innovations (Gupta et al. 2003). On the ladder of inclusive innovation, grassroots innovations 

are to be placed on step 4 (Heeks et al. 2014).  

The aggregated value of grassroots innovations has not been specified yet (Paunov 2013). For 

one thing, grassroots innovations are hard to scale. They are highly context-bound and thus only 

solve a very specific problem in a specific community. Furthermore grassroots innovations are in 

few cases technological innovations. On the other hand, technological innovations sometimes 

face low adoption rate due to low capabilities and social non-acceptance among the groups 

concerned. Grassroots innovations, can be a means to close that adoption gap (Paunov 2013). 

Swaans et al. (2014) analyze innovation platforms as a structural model of operationalizing 

inclusive innovation. By bringing together various stakeholder operating in the same value chain 

interaction and learning is facilitated. If managed well, including a mixed nature of actors and 

their relations, well intended incentives presented to members active in the platform and 
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inclusive ways of learning, innovation platforms are to be placed on step 5 of the ladder (Heeks 

et al. 2014). Although a promising mechanisms, innovation platforms are only a sub-structure of 

the wider national structure, not being likely to reach big scale (Heeks et al. 2014).  

To sum up, there seems to be a paradox between scalability and high degree of inclusiveness, 

representing a potential trade-off between sustainability and responsibility. As argued with 

grassroots and innovation platforms, the higher the steps on the ladder, the less likely the 

innovation seems to be scalable. From a development perspective however, innovations 

generated at higher steps of the ladder are desirable.  

2.2.3 Differences between conventional innovation and inclusive innovation  

Conventional innovations have spurred economic growth in developed countries and contributed 

to persistent inequalities between developed and developing countries (Greig et al. 2007). 

Kaplinsky (2011) points to four factors that will favor the development of inclusive innovations in 

developing countries. First, through global value chains non-core competencies are being 

outsourced to low-cost economies. Second, as a result a global diffusion of capabilities is taking 

place. Third, consumption in low-income economies is growing and with it is demand. Forth, 

information and communication (ICT) technology has reached high spread. 

Various characteristics faced by developers for inclusive innovations, not only make the 

generation of  inclusive innovations hard, but also hamper to reach a large enough scale to make 

a sizeable development impact (OECD 2015). Table 1 summarizes the main differences between 

conventional innovations and inclusive innovations according to selected characteristics found in 

the literature.  

In first place, inclusive innovation differ by their consumers and producers (OECD 2015). 

Conventional Innovations are primarily generated by firms in developed countries in search to 

earn high profits and therefore target mainly high-income consumers (Kaplinsky 2011). 

Inclusive innovations comprise a broader set of producers, including firms of all sizes from 

developing as well as developed countries, informal entrepreneurs, communities in developing 
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countries and NGOs (OECD 2015). Consumers targeted are invariably marginalized people, who 

are excluded from mainstream innovations (Foster and Heeks 2013). 

Table 1: Differences between conventional and inclusive innovation 

Characteristic Traditional innovation Inclusive innovation 

Producers Formal and regulated firms in 
developed countries 

broad set of producers (formal and 
informal): 

- Micro, small and medium 
enterprises 

- Large domestic corporations 
- Multinational corporations 
- State enterprises 
- Communities in developing 

countries, i.e. grassroots 
innovators 

- NGOs 

Consumers Middle and high-income Low-income and marginalized 

Type of innovation - Incremental and radical 
- Growth – oriented 
- Mainly technical innovations 
- High range of viable products 

- Mainly incremental 
- mainly non-technical 
- focus on absent public services 
- context-driven innovation  
- low range of viable products  

Information about 
consumer needs 

Easy to obtain Hard to obtain 

Cost of providing 
innovation 

Existing basic market infrastructure 
provide large opportunities for 
development  

Lack of infrastructure for production 
as well as for supply make innovations 
more expensive 

Access to expertise 
knowledge and 
finance 

- Possess great expertise on 
technologies available 

- Strong system of innovation 
where knowledge is easily 
accessible 

- Generally easy access to credit 
(determined by market trends)  

- Limited knowledge of technologies 
and absorptive capacities 

- Loose and informal system of 
innovation make it hard to access 
knowledge 

- Weak financial system makes it hard 
to access capital 
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Whereas in the early days of innovation, the innovation process was characterized by a science-

push approach (Rothwell 1994), meaning R&D firms developed something and pushed it out to 

the market, it has been argued that a reflexive dialogue between innovator and consumer is 

critical to the success of the innovation (Lundvall 2010). Through practices like focus groups 

(Stewart and Shamdasani 2014), beta test with lead consumer (Kaulio 1998) or crowdsourcing 

for innovation (Boudreau and Lakhani 2013) producers get qualitative insights on problems of 

consumers.  

For inclusive innovators it remains hard to obtain qualitative and quantitative insights on 

consumer needs. First, consumers are often located in remote areas or urban slums (OECD 2015). 

Second, no assumptions can be made on potential needs, due to limited records of consumption 

patterns (OECD 2015). Bridging access, i.e. identifying, locating and creating access to 

marginalized individuals and communities through new partnerships and networks, is therefore 

a key function that determines the success of the inclusive innovation processes (George et. al 

2012). 

Even if consumer needs and wishes are known, innovating adequate products for the poor 

remains challenging. First, available technology and infrastructure accessed by the poor limit the 

range of viable products to be generated. Second, lack of infrastructure makes it costly to supply 

to poor living in remote areas (OECD 2015). This increases the sales price of the end-product, 

which doesn’t match the target consumer group who have low-income. Third, loose and informal 

innovation systems make it hard to access expertise and generate valuable learnings to overcome 

challenges (Foster and Heeks 2013). 

The nature of innovations can be either completely new (radical innovation) or improved 

(incremental innovation) products or processes. Judging by impact, radical innovations seem 

more valuable from a development aspect. Radical innovations have a greater impact on the 

market as they are disruptive in nature, aiming at revolutionary changes and representing some 

kind of discontinuity of old paradigms (Leifer et al. 2001). Incremental innovations, on the other 

https://hbr.org/search?term=kevin+j.+boudreau
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hand, are minor improvements or simple adjustments implemented over time (Norman and 

Verghanti 2014).  

Inclusive innovations are often incremental, focusing on local-context driven innovation (Foster 

and Heeks 2013). Especially grassroots innovators don’t have access and expertise to high-end 

technology. They innovate for problems prevalent in their environment, with potential low 

relevance for individuals outside their community (Paunov 2013). These characteristics in 

addition to limited access to technology, make it hard to reach significant scale, which is 

important from a development perspective (OECD 2015), but also from an innovator perspective. 

For firms, high scale is important in order to come up with a business case. Serving to the BOP 

generates low margins, which needs to be compensated by selling high volumes to billions of 

underserved (Prahalad and Hart 2002).  

To sum up, although some factors might point towards an increase in inclusive innovation activity, 

such as wide spread ICT technology, interest of the private sector and diffusion of competences 

and capabilities, many market related challenges still exist to generate highly scalable inclusive 

innovations for marginalized people.   
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2.3 Private institutions as development actors 

With the general notion that technological innovations are the way forward in financial inclusion, 

private institutions as the main actor in the innovation systems (Lundvall 2010) are required to 

come up with digitized solutions. As financial inclusion is grounded within the field of 

development, it seems relevant to study what role and responsibilities private institutions hold 

in the development debate.  The chapter will end with the presentation of a concrete framework 

listing the requirements of a genuine development actor, developed by Blowfield and Dolan 

(2014).  

The term ‘development’ in its present sense which Pieterse (2010, p.6) defines as ‘the organized 

intervention in collective affairs according to a standard of improvement’, was established in the 

post-war period in the 1940s and 1950s. In this period, development has been primarily state-

led. International organizations such as the UN, as well as civil society gained importance as 

development actors in the late 1980s and 1990s when human development and post-

development predominated development theory. 

At that time, private corporations were seen as development tool rather than as development 

actors (Blowfield and Dolan 2014). They contributed to development by creating wealth through 

economic activities, but were not held responsible for outcomes in developing countries.  

Increasingly, various scholars have argued that corporations should take a more active and 

expanded role in society. Rather than limiting resources for development to public resources, all 

available resources, including those from corporations, should to be used to solve development 

challenges (Waddell 2000). Moreover, due to their activity in global value chains, multinational 

corporations have the capabilities and global reach to efficiently coordinate various institutions 

and resources to build capacity in developing countries (Hahn 2009). In addition, market based 

solutions have emerged as an alternative  due to a notion of a general failure of prior state-centric 

development approaches towards poverty alleviation, such as modernization or dependency 

approaches (Roxas and Ungson 2011).  
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As a result, the role of private corporations in the development field has shifted from a defensive 

to a proactive one (Blowfield and Dolan 2014). Under the conditions of globalization, 

corporations assume social and political responsibilities that go beyond legal requirements 

(Scherer and Palazzo 2011). Increasingly, the focus transitions from how businesses cause social, 

economic and environmental problems and how they should be held reliable for their negative 

actions to how they can be part of the solution to these problems (Ansari et al. 2012). 

One suggested and highly discussed approach, in which multinational corporations take a lead 

role, is the idea about ‘the fortune at the bottom of the pyramid’, published by Prahalad and Hart 

(2002). The essential argument presented in their paper is that multinational corporations can 

generate revenue by targeting low-income people, who previously have been an ignored market 

segment of immense magnitude with high growth potential. The scenario presented is a win-win 

situation. Corporations will earn profits, while former excluded segments have access to products 

and services that meet their needs and impact their lives. 

This approach has not been without criticism. Karnani (2005) argues that the BOP is relatively 

small and not profitable for multinational corporations to sell, given the low purchasing power. 

Moreover, vulnerable people at the BOP are exploited through marketing activities, which might 

result in high opportunity cost and other externalities for them (Karnani 2009). Furthermore the 

question remains, whether businesses can function as accountable development agents, when 

their sole accountability refers to their shareholders in maintaining their competitive advantage 

(Blowfield and Dolan 2014). 

In lights of these criticisms, authors argue for a participatory ‘bottom up approach’ in which the 

poor need to be viewed as partners in the co-creation of products rather than an as consumers 

(Ansari et al. 2012). Furthermore, corporations need to partner with local agencies and NGOs 

who have essential knowledge, skills and experiences which corporations still lack (Hart and 

Simanis 2009).  

Blowfield and Dolan (2014) present a concrete framework for a genuine development agent, 

which the authors see as elusive being. Following three criteria are presented: 



31 
 

1. The willingness to deploy one’s assets for activities with an expected, calculated 

development benefit is one criterion for being a development agent, rather than whether 

or not there is a profit motive. 

2. The company gives primacy to benefits for the poor and otherwise marginalized over 

other stakeholders. 

3. The company consciously and accountably strives to address poverty and marginalization. 

This entails (a) understanding the nature of poverty beyond the areas for which a solution 

is within the competences of the corporation (b) providing honest, fair and reliable 

account to itself and others of what is has achieved in development terms, just as with 

other core functions of its business. 

Referring back to the ladder of inclusive innovation, presented in the previous chapter, it can be 

argued that a genuine development actor needs to follow a strategy which is at least on step 3 

or higher. To remind the reader, step three defines an innovation to be inclusive if it has a positive 

impact on the livelihoods of the excluded group (Foster and Heeks 2013). The framework of 

Blowfield and Dolan (2014) requires the development agent to deploy their assets for activities 

with an expected, calculated development benefit. These two requirements seem congruent. 

They require the corporation to develop a transparent impact measurement tool for their 

inclusive innovations.  

Moreover, one could argue that inclusive innovations generated by private corporations can 

never reach level 6 of the ladder. Firms apply a frame of knowledge which is influenced by their 

reason for existence, i.e. making profit for their shareholders. In line with Blowfield and Dolan 

(2014), who see their own proposed framework as illusionary, firms who generate truly 

inclusive innovations seem unrealistic. 
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2.4 Conclusion of the theory section 

This section aims to bring together the three sections previously introduced: financial inclusion, 

inclusive innovation and the framework for a genuine development actor.  

Achieving financial inclusion, goes beyond providing access to formal bank accounts. Rather than 

just having the possibility to access formal accounts, formal financial services must be used 

effectively by the marginalized to reap full development benefits. Therefore, innovators are 

required to generate high quality innovations that meet the actual demand of clients and are 

provided in a responsible way. 

Inclusive innovation is a concept that studies how to innovate for low-income consumers, 

combining a business perspective and a development perspective. One model of inclusive 

innovation, frugal innovation, aims at making products accessible for low-income people by 

providing a cheaper version of an existing product. Translated into a financial inclusion context, 

this would entail removing monetary barriers to own a formal account. However, merely making 

financial services more affordable does not lead to use of financial services when additional client 

characteristics, such as gender, religion, ethnicity, restrict people from accessing formal financial 

services.  

Grassroots innovation, which represent a more inclusive approach to innovation, are hard to 

scale. Informal financial service providers, such as money lenders or ROSCAs, have existed many 

years in the financial eco system, trying to fill the gap formal providers have been unable to close. 

However, their very local nature and lose structure, make it hard to scale and integrate them in 

the formal financial system, which is safer and more reliable. 

Inclusive innovations are in most cases non-technical innovations, because of lacking 

infrastructure, lacking skills at the BOP and lacking expertise and knowledge of local innovators 

to generate technological innovations. However, it has been argued that mainly digital financial 

services have the capacity to achieve affordable and highly scalable financial inclusion solutions. 

The apparent disagreement between these two perspectives, pose a big challenge to inclusive 

innovators in financial inclusion.  
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Even more extreme is the concept of ‘banking as a platform’ proposed by Mehta and Realini 

(2015). The authors call for a new paradigm in financial services, which requires to get rid of old 

structures in the financial system. In innovation terms this is seen as radical innovation which 

disrupts the whole market and changes behavior of suppliers and consumers. However, 

especially in low-income countries, radical innovations are rare due to rough market conditions 

innovators face (OECD 2015). 

A challenge, especially corporation’s face who are pursuing inclusive innovations as part of their 

strategy, is the lacking expertise in the field of development. They only look at problems the 

marginalized face within their field of competence, ignoring the real causes of poverty (Blowfield 

and Dolan 2014). This links back to what has been required by many authors in financial inclusion 

(Cull et al. 2013; Demirgüç -Kunt et al. 2015; Ledgerwood et al. 2013): understanding client 

characteristics and behavior that determine financial needs of the marginalized. 
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3. Methodology 

This study is based on a constructivist paradigm, which believes that social reality and knowledge 

is produced by a subjective interpretation of a certain social phenomenon. The mode of 

approaching social life is therefore a contextual one, whereby a social statement has no meaning 

unless the context in which it appeared is known (Abbott 2004).  

Using an interpretive research approach, I distant myself from positivism, which takes the 

ontological assumption that reality is external, objective and measurable (Saunders et al. 2009). 

In contrast, I believe that knowledge is situated, considering place and time. Knowledge is 

(re)produced in social interaction, affected by interpretations that people themselves place on 

different situations. One implication of this approach is that results presented in this study are 

per definition uncertain and subject to interpretation. Perspectives are therefore flexible and can 

be changed or renewed.  

3.1 Research approach and design 

This thesis follows an inductive approach of reasoning. Whereas a deductive approach aims to 

test implications of concepts in new situations, the inductive research is focused on developing 

abstract concepts upon observation of certain experiences (Abbott 2004). By reflecting on 

observations made through social interaction, this thesis sets to contribute to the formulation of 

new knowledge in the overarching topic of financial inclusion. 

For this thesis a qualitative case study approach has been chosen. This thesis sets to explore how 

a multinational corporation innovates digitized financial inclusion solutions. The focus of analysis 

is thus on the approach and process applied and to a minor degree on the description of the 

outcomes of this processes. Given the nature of the research question, which is a ‘how’ questions 

three research strategies seemed appropriate at first sight: experiment, history and case study 

(Baxter 2008). By definition of Yin (2003, p.9) case study research is valuable when:  

A how or why question is being asked about a contemporary set of events over which the 

investigator has little or no control.  
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Aligning with this definition, experiment and history can be eliminated from the choices above. 

In experiments, the researcher manipulates one variable to control for the rest of the variables. 

However, with the case this paper investigates no control over variables was given. Furthermore, 

history was eliminated as the case represents a contemporary set of events and not a historic 

one. This left case study research as way forward. 

Yin (2003) differentiates among three types of case studies: explanatory, exploratory and 

descriptive. For this thesis an exploratory case study approach has been chosen, for which no 

final definitions of research questions and hypothesis is required before empirical data is 

collected (Yin 2003). Especially, the insufficient literature on inclusive innovation, made it hard 

to come up with propositions deriving from the existing literature. Also financial inclusion 

literature doesn’t provide clear standings on what approaches work to reach the 2 billion 

excluded people. Therefore the task was more to find out what is out there (exploratory) instead 

of characterizing the process (descriptive) or to validate or adjudicate between existing concepts 

(explanatory). 

A further dimension of case study design is the number of cases contributing to the design 

(Rowley 2002). This paper follows a single case design. 

Although multiple case study designs are preferred because of higher legitimization for 

generalization, single case study designs are valid if the case is extreme, unique or has something 

special to reveal (Rowley 2002). The case investigated in this paper is unique in a way that 

development funds have been invested into a private corporation, rather than a development 

organization, e.g. an NGO. This set-up is rather unique and made it difficult to find more cases 

within the same context that predict similar results. Nevertheless a multiple case study approach 

could have been chosen – one that predicts contrasting results but for predictable reasons (Yin 

2003). Thus, I could have attempted to investigate what type of organization (NGO or private 

corporation) is better equipped to drive financial inclusion and whether the funds granted to a 

profit making private corporation are justifiable. However, given the uniqueness of the case it 

seemed appropriate to study the case in full-depth. The amount of trust and confidence the 
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charity foundation must have in MasterCard to generate highly valuable and sustainable financial 

inclusion solutions, seemed worth to explore their proposed solutions and applied processes in 

depth.  

3.2 Data collection 

The empirical data contains primary data derived from a personal visit to the MasterCard Labs 

office in Nairobi over the period of one week. During my stay I conducted personal interviews, 

participated in internal team meetings as well as meetings with the fund granter, the Bill and 

Melinda Gates foundation. Additionally, I was able to observe the daily work, conversations and 

interaction amongst employees.  

Moreover, secondary data supports the cases. These are mainly from firm presentations and self-

documented outcomes of workshops with partners and end-consumers and internal workflow 

documents. These documents were requested after my stay in Nairobi. 

For the interviews, a semi-structured approach was used. In contrast to a structured interview, 

the semi-structured interview approach is not standardized. It allows the interviewer to inquire 

responses for more detail and follow-up emergent issues of interest. In particular, the semi-

structured interview can be adjusted to the interview partner (Saunders et al. 2009). As very little 

information on the case could be collected beforehand, certain flexibility in the data collection 

approach was needed.  

General guiding questions were developed according to the three main building blocks of this 

thesis: financial inclusion, inclusive innovation and a private corporation as a development agent. 

These can be viewed in Table 3, found in the appendix. Depending on who the interview partner 

was, how long ago he/she joined the team and what the job role was, the interview focused on 

one, two or all three aspects. As the interviews happened in-between team meetings and 

external meetings, information gathered during these meetings was also incorporated into the 

interview questions. Figure 4 gives a chronological overview of the events occurring during the 

primary data gathering phase. 
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Figure 5: Chronological timeline of primary data gathering 

 

As no information about employees was known beforehand, interview partners were selected 

on-site, after a short introduction round. Regarding the mix of participants, attention was given 

to job role at MasterCard Labs as the most important parameter, national background and past 

working experience. In total 8 of 12 employees have been interviewed. To cover the whole 

innovation cycle at least one interview was conducted per job role. Table 2 gives a summary of 

all interview partners as well as thematic focus of the interviews in chronological order. The order 

of interviews resulted from timely availability.  

Additionally to interviews, I participated in one internal team meeting with all employees present, 

as well as two meetings with two different representatives from the donor organization. During 

the internal meeting, issues with the operating committee were discussed and how to go about 

them. Moreover a detailed project plan for one specific project was walked through and 

responsibilities and upcoming activities were discussed. This meeting served as a very good 

overview of the whole scope of projects worked on, as well as interaction amongst team 

members holding different job roles. The two meetings with representatives from the donor 

organization were very valuable in terms of reaction and expectation management towards 

solutions proposed and their main interests according as most important stakeholder. 
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Table 2: Interview partners and thematic focus in chronological order 

Job role at MasterCard Past working experience Nationality Interview Focus 

User Experience User Experience eCom (Paypal) USA research processes 

Graphic Design Media agency Kenya innovation processes 

Marketing Leader IBM  and banking sector Kenya innovation processes, 
communication strategies 

Business Development Development agencies & consultancy Kenya development agent, 
innovation processes, strategic 
partnerships, financial 
inclusion 

Innovation Management Payments at Google Kenya Innovation processes, 
development agent, financial 
inclusion 

Product Leader Banking sector Nigeria financial inclusion, innovation 
processes 

Software Engineer Mobile money & low-cost private schooling Kenya innovation processes 

Leader Software 
Engineering 

Mobile and digital service sector in Africa Nigeria innovation processes, financial 
inclusion 

 

All interviews were held in English and lasted on average about forty minutes, depending on 

emerging topics to be covered and the available time of the interview partner. The shortest took 

20 minutes, the longest 1.5 hours. During the interviews some notes were taken, mainly as a 

reminding reference to come back to essential points mentioned. All of the interviews were 

recorded and summarized electronically. 

Meetings were not recorded. However, extensive notes were taken during meetings, which were 

incorporated in the data analysis. 

3.3 Data analysis 

A simple framework was used for organizing the analysis of the case study. The framework was 

again guided by the three sections (financial inclusion, inclusive innovation and private 

corporation as development agent), which derived from the literature review and were also used 
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as vague categories in the data collections phase. Evidence from the empirical research was then 

gathered, analyzed and compared in these categories.  

Whether results from a piece of research contribute to sound knowledge in a field of study is 

determined by concepts such as reliability, validity and generalizability (Rowley 2002). These 

concepts originally derive from quantitative research and cannot be applied as is to qualitative 

research (Rolfe 2006). Given the contradicting positioning in science of knowledge, there is an 

ongoing debate whether these terms are applicable to qualitative research and what the criteria 

should be (Long and Johnson 2000; Rolfe 2006). 

In the broadest context reliability demonstrates consistency within the operation of the study. 

Validity refers to the integrity and application of the methods used and the accuracy in which the 

findings reflect the data (Noble and Smith 2015). 

To ensure reliability, research procedures and data gathered were thoroughly documented. If 

un-clarity or questions occurred during the analysis phase, interviewees were again contacted 

for follow-up questions. Furthermore, certain questions were asked to all participants in order to 

retrieve consistent findings. When new information was gained during an observation phase, in 

which no questions could be asked, this new information was incorporated into specific interview 

questions to ensure proper interpretation of this very piece of knowledge.  

To improve validity of data collection as well as data analysis, triangulation of data was applied 

to minimize potential bias. Triangulation refers to ‘a validity procedure where researchers search 

for convergence among multiple and different sources of information to form themes or 

categories in a study’ (Creswell and Miller, 2000, p. 126). During the data collection phase, 

awareness was put on a diverse sample of interviewees in terms of job role, previous work 

experience, nationality and occupation at MasterCard Labs. This allowed for various perspectives 

on topics researched, which were in the analysis investigated for contradiction and congruence 

in order make strong arguments.  

Despite potential limitations of being a MasterCard employee in terms of bias, I had the 

opportunity to share all facilities with the study participants for one week. This enabled me to 
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retrieve incidental insights apart from constructed interview settings. To minimize bias during 

the interviews, a semi structured interview set up allowed for emergence of pressing issues not 

considered beforehand. Technical terminology was avoided to ensure the understanding of the 

interviewee. Moreover at the end of every interview, participants were invited to comment on 

any further topics of their choice.  

For the discussion of findings, confirmative and opposing literature was used to increase validity 

of arguments made. 

3.4 Limitations 

Single case study as choice for research design, impedes universal validity of the findings. Validity 

and reliability strategies make findings reliable for this very specific research case, but 

generalization into broader evidence is limited due to a qualitative, contextual embedded design.  

Moreover, the quality of qualitative research depends very much on the skills and experience of 

the researcher. As I am a student, conducting my first qualitative research, this is not the case. 

Retrieving knowledge from literature on methodology, as well as knowledge exchange with more 

experiences researches helped to overcome this hurdle. A further personal characteristic readers 

have to be aware of, is my student employment at MasterCard Austria. MasterCard was not 

involved in the design of this study, nor were firm resources used to conduct this study. Thus the 

organization of MasterCard had no influence whatsoever on this piece of research.  

Limitations come from assumptions made, which were necessary to define the scope of this 

paper. A strong focus is on digitized financial services. Although strong theoretical arguments 

speak for digital financial services, the paper suspends other solutions. A further predefined 

assumption concerns multinational organizations as type of organization focused on. Due to 

technological expertise needed for digital financial solutions, it seemed appropriate to 

theoretically and empirically investigate multinationals in this paper, neglecting local firms as 

potential innovators. 

Further limitations consist in the case choice itself. MasterCard Labs in Nairobi opened only seven 

months prior to my visit. No products have been commercialized yet. Thus, concept about 
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relevant topics like pricing mechanisms of products or financial capability buildings have not been 

concretized and couldn’t be studied further. As the proposed product innovations have not been 

commercialized yet, they cannot be deemed successful nor a failure. Moreover impact on the 

end-users live cannot be studied, as even the prototypes are still in a first phase in which the end 

users are not fully involved yet. This has to do with the incremental approach applied to reach 

the unbanked. 

Given the quite short period of activity of MasterCard Labs in Nairobi, quite some employees only 

joined 6 weeks prior to my visit. These employees only had limited insights into the development 

of the two prototypes. They still could give valuable insights into planned concepts, working 

processes and issues MasterCard Labs face, internally as well as externally. 
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4. Case description 

Defining the unit of analysis is crucial for case study research (Yin 2003).The unit of analysis forms 

the basis of the case study and the research questions should entirely focus on the unit of analysis. 

In this paper, MasterCard’s research department for financial inclusion, located in Nairobi, 

represents the unit of analysis. Hereafter referred to as MasterCard Labs. 

As the way forward in financial inclusion focuses on digitized financial services, the international 

community calls on the private sector, who is the main player in the innovation system (Lundvall 

2010), to generate innovations that allow the currently excluded to access and use formal 

financial services. It is still unclear, how solutions that need to be highly scalable should look like, 

what features they should offer, what financial services should be the entry point and how to 

drive initial usage (Mehta and Realini 2015). Moreover, as private sectors are a relatively new 

player in the development field, it remains a challenge for them to innovate sustainably and 

responsibly for marginalized people (Blowfield and Dolan 2014). 

The chosen unit presents an interesting unit of study for various reasons. First, the first three 

years of activity are completely sponsored by the Bill and Melinda Gates foundation, one of the 

largest private charities in the world. They themselves have gathered a lot of expertise in the field 

of financial inclusion by sponsoring various projects and publishing a lot research papers. As a 

result, they have taken on a leading role in the financial inclusion community (Groenfeldt 2014). 

The fact that they commit such a high amount of money –USD 18 million – to MasterCard Labs 

in Nairobi, suggests that they view MasterCard Labs as highly capable to innovate meaningful 

products that will drive financial inclusion. It is therefore interesting to study, what solutions 

MasterCard Labs propose to reach 100 million people within 5 years. Second, MasterCard 

Incorporated, the mother firm, is an incumbent in the financial service sector, whose main 

competence is to innovate payment products. Therefore, it is interesting to investigate how they 

manage to transfer these capabilities into a low-income setting and what parts of the traditional 

process sought to be adjusted. These insights are a relevant contribution to the novel concept of 

inclusive innovation (Foster and Heeks 2013). Third, a charitable organization, who usually 



43 
 

donates to NGOs, decided to seed fund a privately held multinational. It is therefore fair to 

assume, that they pursuit interest in MasterCard Labs following a responsible way of innovating 

for low-income people. Although, the private institution as genuine development agent seems 

illusionary (Blowfield and Dolan 2014), it appears worth to study which criteria of a genuine 

development agent they can fulfill and which not.   

For the mentioned reasons, it seemed appropriate to apply an exploratory single-case study 

analysis framework, which is justifiable when the case presents a high level of uniqueness (Yin 

2003). 

MasterCard Incorporated 

MasterCard Incorporated is a publicly traded company in the US, active in the digital payment 

industry. Their traditional business model is a four party franchise model. The four parties are 

typically an issuing bank, an acquiring bank, a cardholder and a merchant. Issuing banks issue 

debit or credit cards to individuals – the cardholder. Acquiring banks create an account for 

merchants who wishes to accept MasterCard brands for payment. To handle the payments 

between the cardholder’s bank (issuing bank) and the merchant’s bank (acquiring bank), 

MasterCard operates its own payment processing network. The company doesn’t offer financial 

services per say. In fact they don’t connect with the end-consumer – the cardholder- at all. They 

sit in the middle of the four parties mentioned before, coordinating and connecting them. In fact, 

MasterCard relies on a lot on partnerships, which is an asset to them if they want to launch new 

payment products. Revenue is generated by processing payments over MasterCard’s network 

and by collecting licensing fees for using their brands. Another revenue stream, not very 

important for this paper though, is advising services.  

Ajay Banga, the current CEO of MasterCard, sets three strategic priorities (Gupta et al. 2014). 

First, MasterCard needs to grow its core business, which means credit, debit, prepaid and 

commercial cards. Second, MasterCard should enter new business areas to create new revenue 

streams. This refers to entering new market areas, such as ‘big data’, selling customer data to 

merchants. It may also refer to bringing electronic payments into segments which are very cash 
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heavy, such as transportation or vending machines. Moreover, it may mean to operate in new 

geographic locations. Third, MasterCard needs to diversify its customers to include smaller banks, 

fintech startups and nontraditional customers, such as government or telecom firms.   

To fulfill priority two, MasterCard Labs has been launched in 2010 as MasterCard’s global 

research and development engine. The main aim is to keep up with fast paced technology which 

happens in the Fintech space (branchless banking, contactless payments, mobile payment such 

as Android and Apple pay, and innovation in ecommerce such as paypal). Organized as separate 

division their mission is to ideate, incubate and test new concepts quickly and cost-effectively 

before putting them into production. Guided by specific processes and initiatives, Labs focuses 

on programs to generate ideas across the company, spanning the product lifecycle from ideation 

to commercialization. A more detailed description of these programs can be found in the 

appendix, by viewing Table 4.   

Another means to reach priority two is seen in financial inclusion. The 2.5 billion unbanked 

represent a foundation for future growth. Additionally, it touches upon priority three, as it 

represents opportunities to work with new customers, mainly out of necessity, due to the 

unwillingness of traditional banks to target the currently excluded. In South Africa, the local 

MasterCard team worked together with the government to move social grant systems from cash 

to electronic payments, using prepaid cards. Despite, an overall notion of success due to 

efficiency gains, fraud reductions and increased brand awareness, many questions remained. Are 

consumers, really financially included just because they hold a bank account on which money is 

deposited once a month and withdrawn the same day? Moreover, can this program really add 

long-term commercial value to MasterCard’s business line? What about other countries, which 

don’t have such a developed payment infrastructure like South Africa? 

In order to experiment further and in a more focused and determined way on what is believed 

to be a great business opportunity, MasterCard opened a designated research lab for financial 

inclusion in Nairobi. 
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MasterCard Labs in Nairobi 

MasterCard Labs in Nairobi, Kenya is the most recent of seven labs that has been opened within 

five years. The first six are located in Silicon Valley, St. Louis, Miami, New York, Dublin, Singapore 

and Sydney. These labs specifically focus on emerging technologies which can be leveraged for 

advancing commerce. To stay with the terms used in this paper, they focus on conventional 

innovation. The lab in Nairobi, recently opened in June 2015, is the first lab located in the 

developing world. Their focus lies in driving financial inclusion at the bottom of the pyramid, i.e. 

inclusive innovation. 

The official aim is to impact more than 100 million people globally, who live on less than USD 2 

per day, in the next 5 years. Solutions should help them to manage risk better, financially plan 

for the future and lead empowered lives. The strategic goal is to accelerate and deepen the 

penetration of digital financial services beyond payments, by starting in three transition-ready 

countries, i.e., Kenya, Tanzania, and Uganda. 

MasterCard Labs in Nairobi is financed by a grant in the amount of USD 11 million over three 

years from the Bill & Melinda Gates foundation. This grant will help fund the initial research and 

development work, with a possible extension of USD 7 million for products that reach the 

incubation stage. Going forward, the agreement foresees that MasterCard takes over funding 

after three years. In other words, MasterCard uses the grant from the Gates foundation as seed 

money to generate learnings, conduct focused research at the bottom of the pyramid and test 

various concepts.  

Quantifying official targets, following outputs should be reached within the first three years: 

• 450 ideas developed 

• 49 prototypes developed 

• 25 customer journeys mapped 

• 3-5 incubations started 

• At least 1 incubation moved to commercialization 
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5. Case analysis 

The research reported in this paper results from insights gathered around two projects initiated 

by MasterCard Labs: Kionect and 2Kuze. Both projects have reached the prototype phase. 

Whereas Kionect has been tested already for three weeks in a pilot study, 2Kuze is just about to 

start the experiment using a prototype. Nevertheless, pain points and needs of all stakeholders 

have been studied extensively during multiple workshops. Finale concepts have been validated 

with all stakeholders including target groups, NGOs, banks and other stakeholders in the value 

chain. It is therefore fair to argue that these concepts, although not fully proofed to successfully 

contribute to financial inclusion as the stage of commercialization hasn’t been reached, are based 

on valuable insights around financial inclusion. 

First, these two projects will be described in more detail. The overall functions of the solution will 

be explained and its envisioned impact. Subsequently, some common strategies which are true 

for both projects will be analyzed. This helps to illustrate MasterCard Lab’s overall approach to 

financial inclusion and outline reasons why this approach has been chosen. The next section will 

deal with insights gathered around inclusive innovation processes applied. The last section 

presents some key challenges MasterCard Labs faces in regards to acting as a development agent.  

5.1 A presentation of the two prototypes: Kionect & 2Kuze 

Kionect is a platform that aims to interconnect all supply chain ecosystem stakeholders in a 

trading value chain. The target market are small traders, i.e. kiosk owners, operating in low-

income areas in Nairobi, Kenya. The main actors who are connected via the platform are the 

wholesaler, the wholesalers’ sales representatives (sales reps) and the kiosks owners. The 

platform is open to any bank or mobile money system and in a first phase also cash payments. 

In workshops MasterCard Labs learned that many of these traders have a bank account or MPesa 

account, however hardly use the account for their trading activities. Moreover they learned that 

working capital, i.e. short term financial health, is an issue. There are no adequate lending 

services in place in terms of flexibility and affordability. Even if there are, they are not able to 
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access them due to insufficient proof of credit worthiness. An even deeper issue is the massive 

mistrust traders have in financial institutions.  

In the trading value chain no activities are currently recorded. Traders buy their stock from sales 

representatives who work for the wholesaler. The sales rep loads goods on his motorbike and 

makes his tours. These tours happen on a daily basis, as traders don’t have enough money to buy 

stock for more than one day. Right now, there is no transparency of what is sold and at what 

price. Also there is no insight into demand of the kiosk owner. They will need to buy what is 

available. With Kionect, sales reps are equipped with a smartphone and the Kionect App. At the 

point of sale, the sales rep choses the goods he is going to sell to the trader from a predefined 

list. Each trader’s profile is saved in the system. When the total amount to be paid appears, three 

options exists: pay with your bank account, pay with your mobile money account and pay in cash. 

No matter what payment option is chosen, the transaction is recorded and the trader receives a 

receipt via SMS on his phone.  

The vision of impact on the kiosk owner is twofold. First, the app aims at improving business 

efficiency, thereby generating more wealth for the kiosk owner. Once his incoming payments and 

outgoing payments are recorded and it is understood how much profit is generated, tailored 

saving and investment plans can be established. Moreover based on the same data, banks can 

calculate a more adequate risk threshold and give out loans, ideally with an interest rate based 

on a daily split, which is under current discussion between MasterCard and the participating bank.  

In a more advanced version, turnover could be increased by reducing stock outs and oversupply 

through real-time, actionable insights .Second, the platform aims at increasing usage of formal 

financial services. In its current stage financial inclusion is integrated to a limited extent. By 

bringing financial services to the traders by somebody trustworthy from their business network, 

in this case the sales reps, the solutions aims to reduce mistrust towards banks.  Financial literacy 

can be improved by enabling the sales reps to act as banking agents, who subscribe Kiosk owners 

to mobile banking services. Moreover, once signed up, usage of payment services is projected to 

be high, due to high frequency of visits by sale reps. As these low-income traders operate in an 

environment with low-income consumers, wider spread of formal financial services is envisioned. 
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The initial experiment phase was planned for two weeks. As a pleasant outcome, sales reps and 

traders continued using the solution. In three weeks, 300 traders were registered on to the 

system, 500 transactions were conducted and 20.000 USD of turnover was reached.  

2Kuze (translated: let’s grow together) is a platform that interfaces with farmers, agents, large 

scale buyers and financial institutions. The target market are small hold farmers in Tanzania. They 

cultivate a relatively small land with low output and are generally less well-resourced than 

commercial farmers. 

In workshops MasterCard Labs learned that these farmers have little access to the agribusiness 

value chain. As a result, 42% of fresh produce is lost post-harvest, due to inability to process or 

access buyers in time. Moreover due to in-transparency in the value chain, middle men markup 

is a common issue raised, leaving the farmer in a disempowered negotiation position. Other 

problems faced are poor produce measurement tools and risky cash management practices.  

The touchpoint with the 2Kuze app is managed by the buying agent. At the point of sale, which 

is typically a collection center, the 2Kuze app is projected from the buying agent’s device on to a 

big screen, in order for the farmer to follow every step in the process. The produce the farmer 

wants to sell, is chosen from a predefined list, including daily updated kilo prices retrieved from 

an external database. The produce is weight using a digital weighing scale, and multiplied by the 

kilo price. Now the farmer sees what the supposed earning should equal. Payment can be 

conducted via mobile banking, bank account or cash. No matter what payment option is chosen, 

the farmers receives a receipt via SMS on his phone.  

In a more advanced version, the app is supposed to function as a digital market place. Tracking 

data, patterns and insights will be provided to better match farmer supply with market demand, 

thereby avoiding loss or insufficiency. Moreover the app is supposed to provide ‘Uber like’ mobile 

services that match existing local for-hire transportation services. This aims to lower 

transportation cost and increases pace to market and storage.  

The vision of impact on the small hold farmer mainly lies in increasing the farmer’s income. First, 

the farmer is granted the full amount of earnings which he is supposed to earn. Second, loss of 
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harvest is reduced. Rotten harvest usually forces the farmer to sell their produce at 50% of actual 

price or throw it away completely, not generating any income. Third, by providing easy to use 

mobile based financial diaries, smallholders can keep track of costs and income, enabling them 

to make better informed decisions.  

The large scale buyer, who is a for-profit organization pursuing social oriented goals, intends to 

give out bonus payments to women, who themselves come to the collection center to sell their 

produce. This incentive aims at improving the standing of women in the agribusiness.  

5.2 Financial inclusion – an incremental approach  

One key finding is that financial inclusion is just a tiny element of the current solutions proposed. 

The main value proposition in its current stage focuses on digitizing activities along the value 

chain. The immediate goal is to increase transparency and thereby reduce leakages triggered by 

fraud, loss and inefficiency. The touchpoint with financial inclusion in this current phase is that 

all payment transactions are recorded, even cash transactions. Certain incentives (discount or 

bonus payments) are involved if non-cash payments are made. This aims at two scenarios. First, 

people who don’t yet own a formal bank or mobile money account are presented an initial 

incentive to open one. The advantage is that they don’t need to travel to a bank branch, which 

they feel intimidated by or don’t trust. Rather, they can open their account with the sales rep or 

the agent, someone they know and trust and who they don’t associate with a bank. Second, 

people who own an account, but don’t use it, are presented an incentive to user their account 

more frequently. 

In a second phase of the product cycle, the goal is to move payments entirely from cash to digital. 

More sophisticated financial services, like savings, loans and insurances will be added in a third 

phase. This incremental approach towards financial inclusion was justified by giving following 

reasons: 

 Achieve initial usage by creating visible value: MasterCard Labs’ definition of financial 

inclusion goes beyond providing access. In their view, financial inclusion needs to be 

embedded in a bigger value creation in order for low-income people to see the need to open 
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a formal account. Thus, their solutions in a first phase, focus on giving the target group a 

business tool to run their entities more profitably. As payment happens regularly within a 

value chain, digitizing them is a first, cautious move towards financial inclusion. When initial 

usage of the proposed solution is created and participants see the value in the solution, more 

sophisticated features and financial services can be added.  

 Empowerment and creation of wealth: Interviewees consistently agreed that financial 

services cannot make a difference, if people are not empowered to generate wealth. In the 

case of 2Kuze, farmers don’t receive money they should due to in-transparent pricing 

mechanisms of middlemen and due to lose value chains, which make it hard to access buyers 

in time. The solution proposed by MasterCard Labs is a digital contractual marketplace, which 

empowers farmers to increase their income. The surplus earned can, in a later phase, be saved 

or invested using formal financial services. Following quote underlines this statement: 

‘Farmers have asked us how to run their farm as profitable entity. [..]So we are trying to 

create that value. That is why a lot of financial institutions have failed. They just gave out 

money [microcredit] and think that is financial inclusion […] If you ignore the chain, chances of 

failure are 90%.’ 

A potential bottleneck of creating complex solutions, going far beyond financial inclusion and 

digitizing payment services, is the overexpansion of competences. An agriculture expert from 

the Gates foundation paid a visit to discuss the 2kuze solution with the team. Although overall 

satisfied with the prototype, she asked for quality measurement to be implemented into the 

App. According to her expertise, quality control is one of the most pressing issues in agriculture. 

The reaction of Labs was following: 

‘First of all, quality was no issue in our workshops with farmers and large scale buyers. 

Second of all, we are no experts in agriculture. Our competence is digital payments. If we 

develop a platform with low financial inclusion value, what’s the point for us to develop it in 

first place?’  

 Route to the market: Scale was an important buzzword in all meetings and interviews. 

An idea only will be approved for the prototype phase if it has promising scale outlooks. The 
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underlying challenge is that the BOP market is very fragmented, heterogeneous and in-

transparent. In order to reach broad impact, the right entities with scale need to be identified 

in the value chain. Once identified these entities need to be brought onboard. This can only 

happen if their pain points are addressed by the proposed solution, which is often not financial 

inclusion per say, but leakage across the value chain. In Kionect that entity with scale is the 

wholesaler:  

‘Everyone starts off with the question how do we get to those 1 or 2 million users. But 

this market is fragmented. There are no single entities that have that level of reach. You 

need to find the right route to the market, meaning how do you connect to the enduser  

[…] In our case we want to impact traders and their consumers. These traders sell in a 

certain environment who are also poor and excluded. There are about 3000 traders in one 

area, served by 3-4 wholesalers. To get the wholesaler to work with you to get to traders, 

you need to solve the wholesaler’s problem. The starting point isn’t often financial 

inclusion; it is the building blocks around financial inclusion’ 

 

 Pricing: One of the biggest challenges identified, consistent across all interviewees, is how 

to make a business case from selling to the BOP. Low-income people (farmers, traders and 

end consumers) don’t have the money to pay for innovations. The wholesaler on the other 

hand is resourceful. Therefore, the proposed solution needs to be of high value to the 

wholesaler, who eventually might be willing to pay for innovations, if the concept solves his 

pain points. In Kionect, the wholesaler was willing to invest in smartphones for the sales reps, 

worth USD 40 each.  

A further insight gathered from the interviews is the tense and difficult relationships with banks. 

Interviewees describe them as risk averse, low-committed towards the BOP and slow-moving. 

Even, if they don’t have to invest in the product, which is the case with MasterCard Labs, banks 

don’t want to be involved in experiments with low-income consumers.  

 ‘Bringing the banks to the workshop is not easy either, they are such a pain to deal 

with. We are trying to do them a favor, we are bringing them more customers. But there 

is just this huge disconnect. They are a lot more focused on customers who can pay for 

stuff. It’s a hard sell, it takes longer time.’ 
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‘Banks are like: you work on an experiment, don’t involve us. If you have a product that 

is ready to use then we can talk.’ 

Although no concrete financial capability concept has been developed yet, some rough ideas 

have been established and will be concretized in accordance with a partnering NGO. MasterCard 

Labs don’t limit capability trainings to financial capability. They see three main education needs 

for potential clients: education on technology, education on business skills and education on 

financial services. In their view education needs to be on a personal level, at least in an initial 

phase. The trainings should be done by somebody trusted, who naturally pays regular visits. 

Training sessions need to be split into various modules. In Kionect this could be done by sales 

reps.  

 5.3 Inclusive innovation – a human centric-approach 

All employees interviewed have previous working experience in companies that implement 

innovations for middle and high-income segments (e.g. traditional banks, Google, advertising 

agencies, IBM, consultancy companies etc.). When asked to identify the biggest differences in 

working processes, the overall notion was that tasks themselves are similar, but the approach is 

different.  

Regarding similarity of tasks, interviewees referred to similar tools and processes applied during 

the innovation process. People holding job functions in user experience, design and marketing 

referred to familiar tools such as user journey maps, user personas and wireframes. These tools 

are deemed useful in order to map down users’ experiences and feelings. They argued that every 

human, never mind their social status, has these feelings. In order to innovate relevant products 

for them, these tools are necessary. Software engineers referred to processes like technology 

development sprints, coding and quality testing, which they didn’t experience any differently. 

Regarding the difference in approach, interviewees accentuated the prioritization of the target 

group over other aspects of innovation. The head of the software engineer team pointed out that 

the target is more important than the business aspect:  
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‘In my past company, everything had to have a business model, a revenue model and 

return on investment calculation. Before you had an idea you looked at the business part. 

[…]With our innovations the target is more important than the business part. It has to 

serve the BOP, it has to do with financial inclusion and it has to empower that person who 

doesn’t care, doesn’t know or doesn’t believe’. 

The current team leader, viewed the target group to be more important than the technological 

aspect of the innovation. She describes the innovation process pursued in MasterCard Labs 

Nairobi as intersection between technology development and human development, whereby the 

true innovation lies in how these two fields are brought together. Following statement of hers 

gives more weight to the human development side of the process: 

‘Innovation means not only product innovation, but process innovation. We will 

never come up with a completely new product in agriculture. There are 100 apps that are 

not used by anybody. Our differentiation is our approach. How do we engage with the 

farmers, how do we bring them on board? […]How do we make technology work with 

people?’ 

Reflecting on the importance of human interaction with the target group, all employees have 

been asked to go out to the field during their employment at MasterCard Labs. All employee 

found fieldwork to be a very important part of the working process in the context of BOP 

innovation. Following reasons very stated: 

 ‘It helps to be in the field so that you know who you are innovating for. You should 

know about their dreams and aspirations.’ 

 

 ‘In comparison to traditional innovation, the distance between us, the innovators, 

and the end user is bigger. It is not that easy to empathize. Therefore you should 

never assume things! You can’t sit in the office and may think what the end-users 

need, because it won’t be reality.’ 

 ‘In developed markets you find open data everywhere. You have an easier starting 

point by looking at the data. In our case, there is no data here, so you go out and 

collect data for yourself.’ 
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 ‘There are some theories about BOP, but you still need to validate them. For 

example it was assumed that people at the BOP don’t have accounts. In the 

workshop with traders we found out that they have accounts, they just don’t use 

them.’ 

Yet, fieldwork is not only important in the process of studying needs of the target group, but also 

to build early relationships with the end-users. Thereby trust is established and end-users 

develop interest and curiosity for the innovation. In the 2Kuze project, MasterCard Labs applied 

user-led design and user-led development approaches. Farmers came up with pain points and 

possible solutions to their problems themselves. MasterCard Labs was not even present in the 

room, only at the final presentation. A voted advisory committee, composed of 10 farmers, later 

worked together with MasterCard Labs on defining the technology. Once the advisory committee 

was satisfied, the progress was presented and discussed with a bigger farmer group. As a result 

of this approach, farmers are already excited to test ‘their’ product in an experiment, requiring 

less marketing efforts to convince people to take part in the prototype phase. 

A further key message, consistent across all interviews, is the importance of identifying 

committed and knowledgeable partners. Depending on the target segment, partners involved 

might be for profit, not-for-profit organizations or government organizations. They add potential 

value along the whole lifecycle span of the innovation: 

 They are an important contributor in the ideation phase. 

 They might be able to point to further relevant partners in the field of interest. 

 They are important to access the target group and overcome skepticism among the 

target group. This is true for initial field work in the data gathering process, but also for 

signing up experiment participants at a later stage: 

‘They [traders in informal settlements] are not registered, they distrust anyone 

who is looking for information. They are afraid that it could lead to paying taxes 

or the county council wanting fees, etc. There is a lot of reluctance. We were 

actually going out through the wholesaler. When they heard we were from Kaskasi, 

a person they know, they were fine.’ 
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 They are important for identifying the right sample for initial research (gender, age, 

geography, ethnicity, religion, etc.) 

 They are important for research work itself. NGOs employ social scientists who are 

trained and knowledgeable on how to get feedback:  

‘You want to have impact in gender? You need to know how to get feedback 

from women in communities. If you are not a social scientist, you will struggle. 

Right now, we bring in the technology, and the partners cover the social part. Some 

of the partnerships are purely for that.’ 

 They are important for training and education on technology and features of the 

product.  

 If their commitment is high, they might contribute resources themselves, e.g. in form 

of incentives. The food processor in 2Kuze gives out bonus payments to female 

farmers, who come themselves to the trading center to sell their produce.  

A further interesting insight was that MasterCard Labs in Nairobi had difficult times leveraging 

existing MasterCard technology for the development of new payment products targeted towards 

low-income markets. Existing MasterCard products, are deemed inappropriate, even if the 

product features would be adapted. These products were developed within the traditional 

MasterCard infrastructure and are heavily embedded and based on the very infrastructure. 

Expensive transaction fees make it impossible to apply these products in low-income market. 

Therefore, MasterCard Labs act rather as market facilitator in the financial market system, 

developing innovations outside their main competence with the goal to increase adoption and 

usage of existing local financial services, like bank accounts or mobile money accounts.  

5.4 Acting as a development agent – compromises prevail 

One of the biggest challenges mentioned by the current team leader is that the executive board 

treats the lab in Nairobi like any other MasterCard Lab, although they work within a completely 

different setting. To illustrate her point, the current team leader talked about the initial approach 

of defining the scope of work for the lab. The executive management sourced ideas internally 



56 
 

and urged the lab to start partnering with banks. However, with her development background 

the current team leader knew that banks don’t work with the BOP - in contrary they avoid them. 

In order to understand who the poor are and what characterizes them, she organized a research 

summit without the knowledge of executive management. The aim of the research summit was 

to understand and define archetypes of poor. Characteristics explored were family roles and 

structures, their income sources and livelihood, their housing conditions, their transportation 

needs and habits, their education level, health treatments and food sources. More than 200 

partners were invited including governments, NGOs and other private sector companies. From 

these insights the scope of work for MasterCard Labs was broken down into specific areas (trade, 

agriculture, education, affordable housing and health). These were eventually approved by the 

operating committee. Still, they wanted to limit the number of partnerships within each area to 

a minimum.  

The perception that MasterCard Labs in Nairobi is treated like any other lab is reflected in the 

current diversification of the workforce. Out of 12 employees only one – the current team leader 

– has a development background. The other 11 have experiences in technology companies or 

financial institutions. According to the current team leader, the operating committee – mainly 

member of the Gates foundation – now starts to understand their initial underestimation of 

required skillset needed for working with the BOP. Their aim now is to build a team with equal 

experiences from the banking sector and development sector, who on top have different ethnical 

backgrounds, at least from the countries they want to do projects in. Partners in Tanzania for 

example, expressed their discontent about absence of employees with Tanzanian background in 

the 2Kuze project. 

Just like the committee wanted to define the scope of work the same way they do in other labs 

and hire the same type of people like in other labs, they also want to stick to similar procedures 

like in other labs. The example given to illustrate that point is the required timing in the 

MasterCard innovation process to calculate a business case. The operating committee urges the 

team to already come up with an initial pricing and revenue model before going into the 

prototype phase, as this is the standard procedure in other labs. However, this requirement is 
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perceived as an unrealistic task by the current team leader as they have no experiences and 

knowledge they can build on. Her view is that they should test various pricing models during the 

prototype phase. Amongst the team, there is confidence that an appropriate solution will be 

found: 

‘It’s a lot of compromises. They are far from reality, but when you take time and 

explain to them, we find a solution in the middle.’ 
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6. Discussion 

Findings from above explain MasterCard Labs’ approach towards achieving financial inclusion 

and gives reasons why certain strategies have been chosen.  In this section of the paper, findings 

from the analysis are interpreted and triangulated with theoretical contributions presented in 

the literature review, as well as additional empirical studies. This aims at increasing overall 

validity of results. The structure remains the same as presented throughout the whole paper: 

financial inclusion, inclusive innovation and the ability of private institutions to act as a 

development agent. 

6.1 Financial inclusion 

The approach MasterCard Labs proposes to spur financial inclusion is an incremental one. In the 

first phase of the product launch, proposed solutions have very limited touchpoints with financial 

services. The solutions rather aim at wealth generation and empowerment towards vertical value 

chain actors. The main value proposition of MasterCard’s innovations is a business tool that 

enables users to run their businesses more successfully and efficiently, which was addressed as 

the most pressing issue during workshops conducted by MasterCard Labs. Once this bases is 

created, more sophisticated financial services will be added. This approach is in line with Bradley 

et al. (2012) who argue that financial services, in their case micro credits, are not enough to lift 

people out of poverty. They claim that entrepreneurs, over everything, need to be able to build 

social and human capital to be successful entrepreneurs and generate wealth. Once social and 

human capital is built, microcredits have more valuable impact on their businesses. 

From a consumer adoption perspective, an incremental approach also seems of high value. 

Mehta and Realini (2015) argue that only financial applications that address a compelling need 

in a very simple way succeed in achieving initial usage. In the case of Smart Money in the 

Philippines, a successful mobile money system, initial adoption was tied to a more convenient 

and cheap way to top up airtime for mobile phones. Once consumers were used to digitally pay 

for their airtime top up, they also used it to pay other bills (Mehta and Realini 2015).  
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Moreover, with limited complexity for end-users (traders and farmers), they slowly become 

familiar with the system and build trust towards the system. Initial trust, especially when financial 

inclusion is a deliberate goal of the project, as opposed to mere efficiency gains, is key (Bohling 

et al. 2014).  At the same time, simple incentives are used to make traders and farmers open up 

bank accounts or increase usage of their mobile money account. Even in countries with strong 

mobile money systems, like MPesa in Kenya, usage is low. While many people in Kenya own an 

MPesa account, outflow payments using MPesa versus cash payments amongst account owners 

remains low (Jain et. al n.d). The low usage of MPesa accounts for business transactions was also 

confirmed by traders during MasterCard’s workshops. A valuable application, which favors the 

use of mobile money systems will consequently increase usage of these financial services. Usage, 

is one of the three dimensions to financial inclusion and needs to be addressed in order for 

broader development impacts to be realized (Burjujorjee and Scola 2015).  

A further value proposed by the current solution is the creation of an open platform which is 

interoperable with any bank or mobile money system. Contrary to most mobile money system 

for which interoperability is often the main bottleneck (Donovan 2012), MasterCard’s platform 

allows for seamless settlements between any kind of financial institution. Financial providers can 

offer new and tailored products through the platform. The example given was the provision of 

microcredits for traders with a daily split of interest. Results from the workshop reveal that access 

to credit is an issue for traders, as risk threshold calculation is inappropriate due to missing data. 

Moreover, traders need microcredits at hours when physical bank branches are not available. As 

all transactions are recorded on the platform, risk threshold for microcredits can be calculated 

more adequately and in a more appealing way for low-income people. Instead of calculating a 

yearly interest fee, interest fees can be calculated on a daily risk threshold in real time. These 

tailored microcredits can be offered through the platform. 

The high value of ‘banking as a platform’ as new paradigm in financial inclusion is increasingly 

recognized and enforced (Mehta and Realini 2015).  For instance, MPesa opened their platform 

for a service called Kopo Kopo, expanding digital payments between individuals to payments 

between individual and merchants. Banking as a platform allows a community based approach 
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towards financial inclusion, embracing innovation from outside financial institutions. Just like 

Apple or Google open their platforms for App developers, banking platforms spur financial 

inclusion by combining multiple services from different innovators, through one delivery channel 

(Mehta and Realini 2015). However, banking as platform is only realizable, if supporting functions 

and regulatory bodies allow non-financial actors to enter the financial market (Ledgerwood et al. 

2013). 

Banking as a platform is a paradigm shift and will take time. A quicker hit, as suggested by various 

authors (Barrientos et al. 2015; Demirgüç -Kunt et al. 2015; Pickens et al. 2009) is the digitization 

of government-to-people payments as discussed in the literature review. It enables to include a 

huge amount of people into the financial system at one stroke, while improving the systems 

efficiency. In the Bolsa Familia grant system in Brazil, costs for delivering the grants could be 

decreased from 14.7 to 2.6 percent of the grant value (Ledgerwood et al. 2013), while including 

more than 12 million recipients (Pickens et.al 2009). However, financial inclusion must be a 

deliberate goal of these initiatives, with intensive program education and financial capability 

training in place (Bohling et al. 2014).  If not, the benefit will be limited to decreasing costs 

without any broader effects on financial inclusion. 

Although not targeted towards government disbursement system, the strategic path followed by 

MasterCard Labs is the same. The solutions in the current stage is mainly directed towards the 

most powerful player in the respective value chain, who wishes for more transparency across the 

whole value chain to make their own business more efficient and profitable. By not targeting 

necessarily government parties, but rather private institutions like wholesalers or large-scale 

buyers, MasterCard chooses a faster route to the market with less administrative procedures and 

more flexibility compared to government-to-people payments. Moreover, business transactions 

occur with a higher frequency than government payouts. Traders buy stock from sales reps nearly 

every day, on the other hand they only receive government payouts once a month. In order to 

spur financial inclusion with digital payment systems, volume and repeatability are key (Mehta 

and Realini 2015). 
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This approach is valuable from various perspectives. First, the distribution network the 

wholesaler and the large scale buyer have, can be leveraged for bringing financial services and 

education to the poor (Ledgerwood et al. 2013). Second, a platform solution allows a pricing 

mechanism whereby wealthy users cross subsidies low-income users (OECD 2015). Whereas 

traders pay a small monthly usage fee, the main bulk of the platform is financed through extra 

services offered to the wholesaler. In the case of Kionect, extra services are streamline logistics 

and movement of goods via geo-location, automated route-planning and real-time orders. Third, 

from a technology perspective the current solution does not require the end-consumer to own a 

smartphone. Despite some recent dramatic increase of smartphone adaptions in Africa, by far 

the majority still uses feature phones, especially amongst poor people (Pew Research Center 

2015). 

In sum, financial inclusion must be embedded in a bigger value creation. Only then do people see 

a need of actually opening and using a formal account. Moreover, financial services only have 

real impact, if users are enabled to generate wealth first. The way forward to build such an 

application is through the most powerful actor in the value chain. Through these powerful 

entities, scale can be reached and appealing pricing models can be applied. By providing an open 

platform, on which many financial service providers can offer their products, innovation from 

many providers is spurred, rather than one provider doing all the work.  

6.2 Inclusive innovation 

Based on the ladder of inclusive innovation, the involvement of the target group is not necessarily 

a prerequisite to generate inclusive innovations (Foster and Heeks 2014). In a study analyzing 

inclusive innovation process from large firms active in India, Indonesia and Uganda, it was found 

that most large corporation do some form of focus groups and prototyping with low-income 

consumers, however they mostly rely on external partners to conduct the market research. This 

creates a large distance between the development team and the end-consumer, which are 

strictly seen as consumers and not as development partners (Heeks et al. 2013).  
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Based on findings from interviews conducted in this study, innovating for a target group who is 

not involved in the innovation process is not valuable. Given the big distance between the 

innovators and the target groups, assumptions cannot be made easily. Moreover, aspirations of 

consumers are not experienced personally and trustworthy relationships cannot be developed. 

In that light, I would argue that innovations below level 4 on the ladder of inclusive innovation 

propose a low value creation for the end-consumer.  

This argument is in line with authors who have argued that low-income people should be seen as 

co-producers of innovations, rather than consumers (Ansari et al. 2012). Moreover, it is 

increasingly recognized that the success of any kind of innovation depends on the interactive 

learning between consumer and innovator (Lundvall 2010). By directly interacting with the 

consumer, the innovator gets qualitative insights into the problems of consumers, while the 

consumers obtains information about the capabilities a firm possesses to solve their problems. 

In a context, in which general information on the consumer is hard to obtain due to low 

availability of recorded data (OECD  2015), the risk of making wrongful assumptions is even higher. 

This might have negative impacts on the innovators’ business, as adoption will be low and 

requires the innovator to do expensive rework (Heeks et al. 2013). Or, even worse, a badly 

designed product has exploitative impacts on the poors’ lives (Karnani 2009). If the goal of the 

innovator is to generate truly inclusive innovations and thereby have a positive impact on the life 

of the marginalized, it is indispensable to involve the consumer in the innovation cycle. 

In order to effectively and responsibly involve marginalized in the innovation cycle, findings from 

this study suggest that partnerships with public and private institutions are crucial. Partnerships 

with public partners, e.g. NGOs, compensate lacking social science skills of multinational 

corporations when working with the marginalized. They further act as valuable partner in the 

ideation and concept validation phase. Private institutions, who are part of the same value chain 

with the marginalized, are in the position to facilitate access to potential end-consumer for data 

gathering and later on prototype experiments. Moreover, they might also contribute much 

needed resources. 
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Some authors see such partnerships, especially partnerships with development organizations, as 

an important new approach to engage businesses in development work (George et al. 2012; 

Ruggie 2008). On the contrary, some authors argue that these partnerships are not only 

ineffective, but are misused by businesses to draw wrongful legitimacy for their business 

activities (Blowfield and Dolan 2014; Richter 2004). Findings from this study imply that purposeful 

inclusive innovations cannot be generated without such partnerships. Social science expertise is 

needed to effectively engage with the marginalized. However, the reflexive dialogue with 

potential beneficiaries of inclusive innovation should not be conducted for corporations, but with 

their involvement (Heeks et al. 2014). Consumer-led innovation (Von Hippel 1986), has been 

discussed in conventional innovation theory. A similar approach, including consumer-led design 

and consumer-led development can be applied by inclusive innovators, which limits their 

influence in the innovation process and thereby reduces potential legitimacy concerns. 

From the findings in this study, traditional innovation tools applied during the internal innovation 

process, are helpful and relevant. Consumer journey and user personas are helpful to map down 

experiences from end-consumers that help segmenting target groups to come up with relevant 

innovations for that segment. The use of these traditional marketing tools are in line with Koku 

(2015), who called for more financial inclusion studies within a marketing perspective to better 

understand client needs in financial inclusion. Finding from a case study on BTPN, a bank in 

Indonesia, showed that the bank was able to improve its mobile banking system by coming up 

with ‘personas’ and refine their solutions accordingly (Shrader 2014). Moreover technology 

specific development processes, such as development sprints, are useful to reduce idle-times and 

work collaboratively on projects.  

Inclusive innovation is seen as interface between innovation and development (Cozzens and Sutz 

2012). Innovation, grounded in engineering and business studies, tends to be very product-

centered and process-centered (Baragheh et al. 2009). Development on the other hand is very 

human centered (Pieterse 2010). Findings from this study, put more emphasis on the human 

share of the inclusive innovation process. For businesses eager to generate inclusive innovations, 
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it seems important to enforce a human centric approach, while the technology part of the 

innovation process doesn’t need to be adapted to a great extent.  

 A case study within financial inclusion, which validates this approach is Grameen Foundation in 

India, who is seen as pioneer of microfinance provision. As a lead innovator in financial inclusion, 

their dedicated goal is to encourage more financial service providers in India to transition from a 

product-centered innovation approach towards a human-centric approach (Grameen 

Foundation 2016). A product-centered approach addresses the aspects of commercial viability 

and technological feasibility. A human-centric approach adds the consumer’s desirability as third 

aspect and thus ensures adoption and usage of financial services (Ramanathan 2015). 

Therefore, inclusive innovation teams should comprise not only traditional innovation experts, 

like software engineers and project managers, but also people with a development background.  

In sum, inclusive innovations need to focus on the participation of the end-consumers. The access 

to end-consumers can be gained through strategic partnerships with public and private 

organizations, who are in regular exchange with the end-consumer. Furthermore, the innovation 

team should be composed of traditional innovation job roles, as well as development roles. 

Although theory suggests that inclusive innovation is at the intersection of business studies and 

development studies, more weight is to be put on the human aspect, i.e. the development aspect 

of the innovation approach. 

6.3 Private institutions as development actors 

In order to discuss whether MasterCard is equipped to act as a genuine development agent, 

Blowfield and Dolan’s (2014) framework will be used. They put forth three criteria: 

 The development actor deploys own assets 

 The development actor gives primacy to the poor amongst all stakeholders 

 The development actor accountably and transparently strives for development outcomes 

It will be argued, that the first two criteria are not met, whereas the last one is met. 
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This case study represents a unique setting, in which a private corporation is sponsored by a 

development organization to achieve financial inclusion goals. In the first three years of activity, 

MasterCard does not deploy any of their own assets; they in fact don’t make any monetary 

contribution. It is of course hard to judge whether MasterCard would have still opened the 

research center with less sponsoring or no sponsoring at all.  

Inclusive innovations represent high risks for corporations. From cases like MPesa, Smart Money, 

or Bkash, it is known that implementation is complex and takes many years with many 

incremental changes (Mehta and Realini 2015). At the same time, low-income people present a 

low willingness and ability to pay for products and services without immediate tangible benefits 

(OECD 2015). Especially with financial services, from which they have been consciously excluded 

for decades, low-income people have built up mistrust and possess low awareness about 

products’ benefits and uses (Ledgerwood et al. 2013). This leads to uncertain demand and 

adoption rates.  

Although no decision maker was interviewed, there was the overall notion amongst MasterCard 

Lab employees that the grant serves as seed money, comparable to a startup. Once MasterCard 

is convinced that business models they propose are sustainable and initial usage proofs that they 

have created sound value propositions for low-income people, MasterCard will take over - even 

if the business is not profitable yet. It seems that the initial research work and prototyping in an 

environment firms have no experience to build on, represent a big hurdle. To overcome this initial 

hurdle, Heeks et al. (2013) propose the idea of an Inclusive Innovation Readiness Index to get an 

accurate picture of the current situation on national level. The Inclusive Innovation Readiness 

Index focuses on the infrastructure for inclusive innovation, based on legal, institutional, human, 

financial, technological and demand measures. The index should serve as benchmark for future 

investment needs, as well as guidance for strategic decisions making on firm level. 

Regarding the second aspect, which requires the development agent to give primacy to the poor, 

MasterCard Lab is currently not in a position to do so. First of all, there is a chance that 

MasterCard does not take over after year three. When it comes down to diverging interest 
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between stakeholders, it is in MasterCard’s decision power to close down if shareholders are not 

satisfied with profitability projection or market growth. Second, the route to the market 

MasterCard Labs currently chooses, is through the most powerful actor in the value chain. 

Separate workshops with end-consumers deliberately focus on  their wishes, which are taken 

fully into account, however they are not given boundless primacy, as also wishes from the e.g. 

the wholesaler, are considered. Even if there were no discrepancies, the solution is not designed 

solely for the traders, but also for the wholesaler. Third, the operating committee, comprising 

MasterCard and Gates foundation members, decide whether an idea reaches the next phase in 

the innovation cycle. If the solution can’t be scaled enough or if no partners are found for project 

implementation, the invention won’t reach the next level, never mind the poor’s view on it.  

The third criteria for a genuine development agent is to consciously and accountably strive to 

address poverty and marginalization. This requires the development agent to understand roots 

of poverty beyond the areas for which a solution is within the competences of the corporation. 

By conducting a research summit with public and private partners, MasterCard Labs established 

portfolios of the poor with a detailed description of many areas of their lives, such as job, 

livelihood, education, family structure. Later, with hypothesis in mind a first discussion was held 

on how financial services could impact wealth generation for these portfolios. However, this 

research summit was held only because the current team leader ignored inputs from executive 

management, who viewed partners as obsolete and wanted to stick with the ordinary way of 

partnering with banks. This again suggests, that the inclusive innovation team, should be led by 

a development expert or that the team at least should comprise a diverse structure containing 

development experts.  

In sum, private corporations acting as genuine development agents seem unrealistic according 

to the framework of Blowfield and Dolan (2014). Mostly, executive managements sees the poor 

as every other consumers, while ignoring the context they live. However, they are willing to learn 

and accept compromises. Again, as argued with inclusive innovation, it is definitely 

recommendable to have a team leader with a strong development background.  
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7. Implications and further research 

This paper provides practical implications for managers and strategists of formal financial service 

providers, who want to expand their services to marginalized people in developing countries.  

Although financial inclusion strategies mainly concern international organizations as well as 

national governments who view financial inclusion as a means to achieve development goals, the 

main responsibility to innovate responsible and sustainable financial solutions lies with formal 

financial service providers (Demirgüç -Kunt et al. 2015). 

I have argued in this paper, that financial inclusion solutions must embrace a bigger value 

creation which over everything aims at wealth creation. This is for two reasons. First excluded 

people, who mistrust the formal financial system or have no financial capability to know about 

advantages versus informal services, need to see a bigger value in using the solution in order for 

them to see a compelling reason for opening a formal account. Second, from a perspective of 

impact, financial services only have a broader impact if wealth is generated in first place. 

This is in line with authors who have argued that financial services have a stronger impact if 

human and social capital is in place (Bradley et al. 2012). Contradicting this view, other authors 

have argued that merely providing access to affordable and convenient financial services leads 

to uptake of financial services and consequently results in poverty and inequality reduction 

(Bruhn and Love 2014; Burgess and Pande 2005). However, low usage rates, even amongst very 

accessible financial services like MPesa, suggests that removing access barriers is not enough. 

Therefore, managers from innovative formal financial providers must look beyond financial 

inclusion, which is not the most pressing issue poor people face, but can be an accelerator 

towards wealth creation. This is furthermore in line with actions of a responsible development 

agent, who understands the nature of poverty beyond competences for which solutions are in 

the field of expertise (Blowfield and Dolan 2014) 

Moreover, it has been argued that by targeting the most powerful actor in the value chain, 

necessary scale can be reached and pricing models at low cost for the poor can be applied. From 

a sustainability perspective, this seems like one of few feasible approaches to reach many people 
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through an existing distribution network with frequent interactions. From a responsibility point 

of view, this is a trade-off between prioritizing end-consumers and the most powerful actor in 

the value chain (Blowfield and Dolan 2014).  

Regarding inclusive innovation processes, theory refers to an intersection between innovation 

studies and development studies (Cozzen and Sutz 2012). However, findings from this study imply 

that the weight should be more on the development study side. Consequently firms should in all 

cases, carry out market research themselves in cooperation with experienced partners, rather 

than completely outsource it to third parties. As a result the occurrence of wrong assumptions 

due to large distance between innovator and end consumer can be minimized (Heeks et al. 2013), 

further ideas can be generated by experiencing the context marginalized people live in and trust 

with end-consumers can already be built at an early stage, potentially making them innovation 

partners, rather than ‘just’ consumers (Ansari et al. 2012). 

Multinationals or large firms, who traditionally innovate for high-income markets, can still use 

the same tools and internal innovation processes to generate innovations. Actually, findings 

imply that it would be careless to neglect tools like user personas that enable to target excluded 

with purposeful innovations based on customer segmentation. However, due to missing 

expertise regarding interaction with low-income people, knowledgeable partners from the 

development sector need to support and validate certain concepts.  

Findings from this study confirm that genuine private development actors are illusionary 

(Blowfield and Dolan 2014). However, it has been argued that some practices can be applied by 

firms in order to bring them closer to act like a genuine development actors. The team leadership 

or at least team structure must reflect development as well as innovation expertise. Executive 

level must be open for compromises and leave freedom to inclusive innovation teams to adapt 

certain processes to local context. Indispensable are local partnerships with development 

organizations as argued by various authors (George et al. 2012; Hart and Simanis 2009; OECD 

2015). These partners bridge access, support the ideation process and validate first concepts 

from a development perspective. 
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Further cases need to be investigated to enhance generalizability of results. Especially cases that 

exhibit different characteristics could add valuable insights. Yet, it is not the norm that charity 

organizations sponsor private multinationals for innovations around financial inclusion. 

Therefore, firms who deploy their own assets could be an interesting unit for analysis, especially 

in form of a comparative case study. Mehta and Realini (2015) describe many private sector 

solutions from various geographic locations, which contribute to an overall understanding of 

various starting points and strategies to spur financial inclusion. However, insights into challenges 

regarding resource allocation for inclusive innovations (George et al. 2012) and concrete business 

models behind these innovations haven’t been analyzed.  

Another aspect neglected by this study, yet very important for financial inclusion, is financial 

capability building. Papers that put forth a framework for a national financial inclusion strategy 

(Worldbank 2012), make it seem as financial capability building is public responsibility. However, 

in light of a responsible development agent, it might be the provider himself who delivers 

financial capability training and bears the costs.  Findings from this study have given some insights 

into planned concepts from a private institution, however further insights from already carried 

out strategies are needed. These should be analyzed in light of impact and actual convergence 

into the use of formal financial services. Aspects analyzed should be relate to the content that 

needs to be delivered, what education approach and what delivery channel is used and what 

impact metrics are applied.  

Banking as a platform, a concept shortly introduced in this study still needs stronger conceptual 

foundation and needs to be studied in light of inclusive innovation. Especially in low-income 

countries, where weak and informal innovation systems prevail and regulatory bodies are lacking, 

the viability of such a radical innovation needs to be assessed. 

A starting point neglected in this paper is the digitization of grassroots innovations, i.e. informal 

financial service providers. Instead of formal institutions entering the market, it might be more 

feasible to support grassroots innovators to improve their innovations by technological means, 

for which they don’t have the resources nor the expertise. Placed into a bigger picture, further 
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research is needed on what type of organization is best equipped to serve financial inclusion 

innovations. Micro, SMEs, large companies, multinationals, NGOs or local communities via 

grassroots innovations (George et.al 2012)?  

Furthermore, the idea of an Inclusive Innovation Readiness Index, proposed by Heeks et al. (2013), 

which has been presented shortly in the discussion section, needs to be explored further. A 

concrete concept needs to be developed, which facilitates firms to make strategic decisions with 

higher confidence regarding a rather uncertain and high-risk market opportunity. 

This case study presented an unusual setup, in which a charity organization invested into a 

private multinational to provide support, until they have a clearer picture of the business case 

and generate some learning around inclusive innovations. Further research could focus on 

systematically assessing the relevance and feasibility of this kind of set-up for development work. 
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8. Conclusion 

The aim of the study was to examine how a multinational corporation sustainably and responsibly 

attempts achieve financial inclusion. Findings from eight interviews with employees from 

MasterCard Labs in Nairobi, as well as observations made during a personal visit, contribute 

valuable insights into characteristics of value propositions, proposed routes-to-market strategies, 

inclusive innovation processes applied and challenges faced when acting as a development agent. 

It was demonstrated that value propositions of financial inclusion solutions must go beyond 

financial services. An incremental approach, with wealth generation as starting point, is the 

foundation of a sustainable and responsible financial inclusion strategy. Underlying problems of 

poverty that impede wealth generation must be addressed before a broad range of financial 

services makes any difference. Not only is this a responsible way to follow, but it also enhances 

initial uptake by consumers through addressing a compelling need – their livelihood.  

Financial services can only have a broader development impact, if scale is reached and services 

are used. Unfortunately, reaching scale and usage have been amongst the most challenging 

obstacles so far. One way to go about these challenges is by addressing the most powerful and 

resourceful actor in a value chain, who naturally acts as aggregator across the entire chain. 

Bringing the most powerful entity on board unlocks access to distribution networks with frequent 

interaction patterns. These are critical for creating regular usage of these services, thereby 

changing behavior of consumers. Furthermore, resources necessary to fund services for low-

income people at the bottom can be accessed 

Regarding inclusive innovation processes, a frugality approach has no value in the field of 

financial inclusion. Even if financial services are cheap, further client characteristics impede low-

income users from using formal financial services. These characteristics need to be analyzed 

during interaction between the innovation team themselves and the end-consumers. Large 

distance between these two groups, make it very hard to innovate appropriate solutions if the 

context is not experienced on a personal level. For this purpose, partnerships with development 
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experts are needed, who have the skills and expertise to work with marginalized people from a 

social science perspective.  

Instead of focusing too much on the business or technological aspect of inclusive innovation, the 

far more important part lies in the human aspect of inclusive innovation. It is therefore advisable 

that inclusive innovation teams don’t imitate structures of traditional innovation teams, made 

up of software developers and innovation managers, but also involve development experts with 

a social science background.  

Fulfilling only one of three criteria required to act as a genuine development agent, private 

institutions don’t seem well equipped to do so. Lacking expertise, particularly at executive level, 

impedes or slows down development effort of local teams. Moreover, the proposed route to the 

market, which is through the most powerful actor in the value chain, diminishes the prioritization 

of the end-consumers’ needs.  

Despite some limitations, implications from this study might serve as a valuable inspiration for 

other private institutions, who want to sustainably and responsibly spur financial inclusion.  
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Appendix 
 

Table 3: Guideline for semi-structured interviews 

No. Question Comments / follow-up questions Topic 

1 

Please draw a rough timeline with elaborating on the 
most important milestones since the launch of 
MasterCard Labs  

Overview / 
general question 

2 
What do you think specifically is the core competence 
of this lab? What is its role in achieving FI?  FI approach 

3 

Have you taken the MasterCard innovation process as is 
and follow the same procedures like in western R&D 
hubs or have you adapted the process?  

If yes: What exactly have you 
adapted? 
If no: Why haven’t you adapted 
the processes? 

Inclusive 
innovation 
processes 

4 

How do you define Financial inclusion? What do you 
think needs to happen to achieve it? What might hinder 
it?  FI approach 

5 
Financial illeteracy is a huge problem. How do you cope 
with that?  

FI capability 
building 

6 How do you identify potential target groups?  

development 
agent, FI-client 
needs 

7 How do you segment the vast pool of excluded? Any prioritization? FI - client needs 

8 What were the key findings of your client workshops?  FI- client needs 

9 How do you create access to potential target groups?   
Inclusive 
innovation 

10  How do you source ideas for innovations?   
inclusive 
innovation tools 

11 Who is involved in the idea creation process?  
Can you take me through the 
idation process of one project? 

inclusive 
innovation 
processes 

12 
 In what ways is the target group included in the 
innovation?  

What role are they taking in the 
innovation process (consultants for 
information, do you collaborate 
with them, are they controlling the 
process?)  

inclusive 
innovation - 
ladder of inclusive 
innovation 

13 
Upon what criteria do you filter ideas that are worth 
pursuing and later on testing?   

development 
agent 

14 How important is scale? 
Why is it so important / why not? 
How do you attempt to reach it FI - usage 

15 

What do you think are the most important product 
features for a financial service aiming at improving 
financial inclusion? How do you realize these? 

FI - value 
proposition 

16 How do you measure your development impact?  
development 
agent 
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17 
Compared to your previous job what is the major 
differences in tasks you carry out? 

What are the differences between 
innovations for poor versus high-
income consumers? 

inclusive 
innovation vs. 
traditional 
innovation 

18 
What have you experienced as the biggest challenge so 
far?  general question 

19 What has been your biggest learning so far?  general question 

20 Have there been any internal disagreements?  
development 
agent 

 

Table 4: Innovation tools applied by MasterCard Labs 

Innovation tool Description 

Aspire Aspire is a web-based idea management program, where any MasterCard 
employee can post ideas, comment on them and vote them up or down. The 
goal of Aspire is to conceptually source ideas from employees across the 
organization. Employees are rewarded according to predefined criteria, such as 
frequency, ratings, quality, etc. 

Innovation 
express 

Innovation express is a 72 hours prototyping design sprint. Cross-discipline 
teams from within the company, including engineers, designers, product 
leaders, etc. are formed. The teams are presented with a challenge, including a 
specific target group and problem definition. The challenge is to come up with a 
prototype, a go-to-market plan and a video demonstration of their creation 
within three days. The winning team is rewarded. 

Launch pad Launch pad is a one week rapid prototyping design sprint. It is very similar to 
innovation express, however teams need themselves to come up with relevant 
customer problems and respective ideas for innovations. Contrary to innovation 
express, which specifically focuses on the prototype phase in the product life 
cycle, launch pad starts with the ideation phase. 

 

 


