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Abstract 

Despite the recent research interest of international business scholars in the importance of 

developing economies, there is still a lack of knowledge on how multinational enterprises (MNEs) 

do business in economies with the lowest incomes. By employing the inclusive innovation (ININ) 

literature together with dynamic capability (DC) theory, we develop our current understanding of 

the phenomenon of the ININ process and offer a process description of how MNEs enter bottom-

of-the-pyramid (BOP) and other low-income markets. Drawing on evidence from a case study of 

Nokia, we offer an in-depth explanation of the challenging process of ININ creation in India and 

identify the constraints that relate to survival and growth in India dynamic and turbulent low-

income markets. Our results show that MNEs utilize market-specific internal and external 

strategies to overcome constraints and create social empowerment in these target markets. External 

strategies result from processes and partnerships in the markets; we refer to this as inclusive 

embeddedness. Internal challenges are overcome through inclusive resource management 

strategies that help MNEs surmount production constraints. Lastly, we present a conceptual model 

with propositions and discuss the implications of DC theory for the ININ process for the benefit 

of future researchers and managers.  

Keywords: inclusive innovation, bottom of the pyramid, poverty alleviation, dynamic 

capabilities, corporate social responsibility  

Introduction 

Four billion people globally live under the poverty line (Prahalad, 2012) and earn less than the 

income necessary to survive. Even though these communities have fewer resources to purchase 

products and services, they nevertheless have purchasing power and demand goods (Prahalad & 

Mashelkar, 2010). Multinational enterprises (MNEs) or small and medium enterprises (SMEs) 

from developed countries support low-income communities through corporate social 

responsibility (CSR), aiming to relieve poverty and build community empowerment (Mousiolis et 



 

 

al., 2015). However, Western companies often lack the motivation to operate in impoverished 

regions at the bottom-of-the-pyramid (BOP) due to many constraints they face as these markets 

lack resources and infrastructures. BOP refers to people who live on less than four dollars a day 

or who cannot afford the necessities to survive (Prahalad, 2009).  

For companies to operate comfortably in low-income markets, they must be capable of fostering 

sustainable innovation that cultivates demand in the market (Prahalad, 2012; Prahalad & Krishnan, 

2008). In the past decade, several types of sustainable innovation have emerged in the social 

innovation stream aiming to offer affordable goods and services to the impoverished. Sustainable 

innovation approaches include frugal, reverse, inclusive and Gandhian, to name a few—most of 

these terms originated in developing countries (Prahalad & Mashelkar, 2010; Rosca et al., 2016). 

However, to create social empowerment and build capabilities for impoverished societies, MNEs 

or SMEs need to act beyond charity-based CSR practices and engage with local people in their 

business activities (Halme et al., 2012; Prahalad & Krishnan, 2008; Prahalad & Mashelkar, 2010). 

Inclusive innovation (ININ) is a type of sustainable innovation that aims to offer a mechanism for 

MNEs to tailor their CSR activities so that they not only offer affordability to the people but also 

build capabilities and social empowerment, leading to sustainable long-term solutions. ININ is 

defined as any innovation that serves low-income people who are excluded from the market (Foster 

& Heeks, 2013). As the concept of ININ is very new in the sustainable innovation stream, 

theorizing this notion is crucial. Theoretical perspectives such as dynamic capability (DC) theory 

and the resource-based view (RBV) are seen as essential and insightful concepts that may facilitate 

the understanding of ININ from a theoretical perspective (George et al., 2012).  

So far, scholars have studied ININ conceptually (Heeks et al., 2014; Foster & Heeks, 2013) and 

conducted case studies to understand how ININ is translated into organizations (Pansera & Owen, 

2018). However, researchers have not focused on the nature of the process of ININ for MNEs and 

the constraints along the way. It is essential to understand the constraints MNEs encounter when 

aiming to sell their offerings in imperfect markets. Likewise, ININ experts have defined ININ 

(Foster & Heeks, 2013) but have not offered any explanation on the nature of the process of this 

type of innovation from start to finish from an international business (IB) point of view or MNE 

perspective. To explore the ININ concept through IB lenses and understand the capabilities and 

resources MNEs must utilize, we see DC theory as highly insightful and relevant. In this context, 



 

 

we intend to conduct our research and extend the ININ literature via DC theory to understand the 

constraints and processes relevant to ININ in MNEs.  

To understand the process of ININ and the constraints in fostering it, this study aims to investigate 

the link between innovations from the products/services of MNEs all the way to the social 

development it brings to impoverished societies. Accordingly, we have formulated two research 

questions presented below:  

RQ1) How is the process of fostering ININ?  

RQ2) How to overcome the constraints to fostering ININ? 

 

The rest of this paper unfolds as follows. In the next chapter, we conduct a literature review on 

ININ and DC theory regarding the various challenges that MNEs face in emerging markets. There 

follows the Methodology section, followed by the research findings from our case firm, Nokia. In 

the Discussion section, we link our findings with existing theories and offer propositions and a 

conceptual process model for ININ. We conclude by highlighting our theoretical contributions, 

managerial implications, study limitations, and future research directions.  

Literature Review 

 

Inclusive innovation in multinational enterprises 

 

The concept of ININ has its roots in the BOP literature (Prahalad 2012). However, the term itself 

was defined only recently (Foster & Heeks, 2013). ININ refers to innovative models and tools to 

contribute to the marginalized members of society by involving people and new technology (Heeks 

et al., 2014). Even though ININ has received attention from the research community, the concept 

remains bound to the context of the BOP literature and not on MNEs’ activities in other low-

income markets other than the BOP (Hart, 2005; Hart & Christensen, 2002; Prahalad & Mashelkar, 

2010). ININ has been studied within well-known journals (e.g., Journal of Management Studies, 

Journal of Innovation and Development) and has emerged as an essential topic in the recently-

established Journal of Frugal Innovation (see, e.g., George et al., 2012; Heeks et al., 2014; 

Vadakkepat et al., 2015). Similarly, the United Nations and governing bodies in developing nations 



 

 

have highlighted the vital role of ININ in the fight against poverty in developing economies 

(Planning Commission, 2013; Prahalad & Mashelkar, 2010; United Nations, 2015).  

Unilever decided to sell its products to BOP markets in smaller quantities, making them more 

affordable for target markets. According to Rajan (2007), the MNE used a pricing strategy and 

sold goods in packets (e.g., shampoo and instant coffee) with affordable prices while meeting the 

standards of the developing market. General Electric (GE) has also strived to implement frugal 

and innovative changes that result in affordable products for developing markets while overcoming 

competition barriers (Immelt et al., 2009). The Indian government has played an important role in 

the growth of GE. Such initiatives have resulted in the inclusive growth and employment of 12,000 

people in India (Dossani & Kenney, 2007). Already in 2009, GE announced $3 billion in 

investments over the following six years to finance about 100 health-care innovations for the BOP 

in the rural areas of China and India (Immelt et al., 2009). These two different cases demonstrate 

that MNEs are tailoring their strategies to provide the innovation demanded by low-income 

markets. However, the above cases represent a minority of MNEs; the majority faces challenges 

when entering these markets; moreover, they often focus solely on the affordability of goods and 

not primarily on social empowerment (Karnani, 2007). Prahalad (2009) argues that MNEs lack the 

motivation and incentive to invest in developing countries where a substantial number of people 

belong to the BOP. At the same time, he asserts that low-income markets are no different from 

markets consisting of people with buying power and access to distribution channels who demand 

quality products and services at an affordable price (Prahalad, 2009). CSR programs aim to offer 

sustainable solutions to less privileged communities in developing countries; however, a lack of 

inclusive strategies can slow down their effectiveness. For example, Reliance Industries Limited 

(RIL), one of the largest MNEs in India, encountered challenges in offering inclusive solutions in 

its CSR strategies that facilitate community growth (Amaladoss & Manother, 2013). Moreover, 

charity-based fundraising as a CSR program is not a long-term strategy unless MNEs and SMEs 

commit to educate, provide manpower and facilitate the growth of entrepreneurs among the local 

people (Romero et al., 2014).   

Only with appropriate strategies and production can MNEs achieve profitability in low-income 

markets in developing countries. MNEs need a strategy that will result in affordably-priced goods 

while encouraging inclusive growth at the BOP (Gupta, 2017; Jones, 2010). While previous studies 



 

 

have outlined some of the challenges in emerging markets and sustainable business models for 

frugal innovation, the literature has stopped short of suggesting an effective process model for 

fostering ININ, thus neglecting innovation that can promote sustainability in developing countries 

(Amit & Zott, 2001; Bock et al., 2012; Hart, 2005; Prahalad, 2004; Rosca et al., 2016; Zeschky et 

al., 2014).  

Respective emerging markets have attracted the attention of international business scholars during 

the past 10 years (see, e.g., Peng et al., 2008). However, the link between MNEs’ innovation and 

the internationalization process in the emerging economy context is not yet understood. From a 

managerial perspective, MNEs have already been active for decades in many developing countries 

where they sell products and services (Nijhof et al., 2002). However, when MNEs aim to 

incorporate ININ into their strategic repertoire for developing markets, managers must deal with 

various barriers to profitability (Prahalad, 2004). Additionally, MNEs must be conscious of the 

primary objective of ININ—addressing poverty issues and creating livelihood opportunities for 

local people. This objective implies a primary goal not only of achieving profitability but also of 

promoting livelihood opportunities for otherwise socially and economically excluded people 

(George et al., 2012; Prahalad, 2004). Selling products and services to lower-income developing 

markets must also be accomplished through frugal approaches that allow the maximization of 

value amid resource scarcity (Hossain et al., 2016). Accordingly, the firm has to move beyond its 

comfort zone and develop products and services (or a combination of both) that are inexpensive, 

sustainable, and user-friendly.  

As outlined by Prahalad (2009), MNEs can attain both ININ and profitability by networking with 

partners, such as government bodies. MNEs’ networking strategies in emerging markets like India 

have brought about promising growth with government assistance, making the target markets more 

attractive through subsidies and flexible taxation for investors (Caldwell et al., 2017; Patil & 

Laishram, 2016). Despite partnerships between MNEs and local entrepreneurs and governments 

in developing nations, the topic has remained an uncharted territory for scholars.  

Nevertheless, practical approaches that MNEs should implement to successfully utilize hidden 

innovative potential in developing countries by pursuing ININ remain an overlooked but 

promising area of study. To address the above-outlined complexities of the focal concept in the 



 

 

context of developing economies, by drawing from the current literature on strategy, we will 

discuss the role of DC theory in facilitating the constraints related to the ININ process. 

 

Dynamic capabilities fostering inclusive innovation process 

The RBV suggests that firms perform in the same industry differently because of their resource 

and capability pool differences (Wernerfelt, 1984). The research literature on RBV focuses on 

firm‐specific resources that are static in nature, whereas the knowledge-based view (KBV) and 

DC theory extend the RBV to examine those resources that are more dynamic in nature 

(Kuivalainen & Bell, 2004). Therefore, the KBV overlaps with the DC view (Teece et al., 1997). 

The KBV and DC perspectives have been used interchangeably in the literature because both 

approaches focus on knowledge inventories, capabilities, and resources as sources of competitive 

advantage and firm growth. The difference lies in how the DC view suggests the need to 

distinguish capabilities from resources, stressing the importance of the dynamic processes of 

capability building in gaining competitive advantage (Weerawardena et al., 2007). 

In contrast to the RBV, DC theory suggests that firms are required to develop new knowledge and 

skills to identify international market opportunities and to respond quickly to them (Jarvenpaa et 

al., 1998). Therefore, it considers firms as the primary source of competitive resources by which 

managers integrate, build, and reconfigure internal and external competencies to address rapidly 

changing environments (Teece et al., 1997, 380). In our view, DCs tend to play a more critical role 

in emerging market and BOP contexts. These markets are more demanding from a strategic 

perspective, and MNEs are required to shape and expand both their existing knowledge and 

resource pool to operate successfully. 

In successful international business, the firm’s capability to acquire, allocate, and possess unique 

capabilities plays an important role. These unique resources are vital resources, knowledge, or 

capabilities that are firm-specific, difficult to imitate, and can generate an economic return and 

competitive advantage in foreign markets. Here, the firm’s ability to create, transfer, assemble, 

integrate, and exploit these resources becomes essential. These unique resources are used to drive 

market-specific strategies and fund continual development of new capabilities needed for 

international expansion. When firms invest and operate internationally, they must develop specific 

strategic and organizational capabilities to counteract the natural advantages unique to local 



 

 

businesses (Luo, 2000). In our view, the MNE’s ability to build new capabilities, transform its 

resource base, and reconfigure its organizational processes and structures to succeed in ININ 

development in the developing market context plays a critical role. Overcoming the resource 

constraints would, therefore, be facilitated by combining the existing internal and external 

resources and creating new ones. 

MNEs often prefer to exploit their unique resources through expansion (i.e., foreign direct 

investment through joint ventures or wholly owned subsidiaries) rather than by leasing or 

licensing. Such resources are often information intensive, tacit, and organizationally embedded 

and thus cannot be transmitted through markets by leasing or licensing (Teece, 1982). Therefore, 

more organizationally embedded resources require greater organizational control over 

transactions, necessitating more hierarchical governance structures, such as wholly owned 

subsidiaries or majority joint ventures. A firm with such a governance structure has institutional 

capabilities that allow it to protect knowledge from expropriation and imitation more effectively 

than would leasing or licensing contracts. With well-developed systems to control and integrate 

these operations, MNEs can internalize and transfer these resources successfully (Luo, 2000). In 

our view, such managerial and organizational capabilities are essential in BOP and developing 

economy contexts. 

Eisenhardt and Martin (2000) suggest that a firm can be seen as a bundle of resources (financial, 

know-how, production), with the implication that RBV notions could be beneficial for scholars 

investigating MNEs under challenging market conditions. The authors also suggest that an 

excellent approach to utilizing resources is through DCs; this approach focuses on strategy for 

resource integration and resource use for MNEs. In line with Eisenhardt and Marin (2000), we 

argue that DCs are fostered when a company adjusts its resources with market changes (e.g., 

market turbulence, evolution, expansion, splitting, and collisions). 

Recently, Teece (2014) developed a robust conceptual article in the Journal of International 

Management Studies where he advances and develops the DC-based theory of MNEs in the IB 

literature. In the article, he argues that MNEs need the process of internationalization to sustain 

long-term survival in the market. However, the internationalization phase has its ups and downs 

for many MNEs and requires further study. Consequently, Teece (2014) builds the motivation for 



 

 

his research based on the lack of sufficient research on failures of MNEs and the role of differential 

firm performance in these failures.  

Throughout the research, the author provides several examples of MNE market failures and holds 

responsible certain internationalization elements that can cause risks for MNEs. Among these 

actions are contracting out intermediaries, transaction costs, resource-transfer costs, and learning 

issues. The core finding of Teece (2014) shows that MNEs need to foster internationalization in 

the global market through DCs and appropriate strategies. 

Research on DCs has focused on MNEs and entrepreneurship (Augier & Teece, 2007), DCs and 

RBV (Eisenhardt and Marin, 2000), DCs and market expansion (Luo, 2000), and the review of 

DCs (Barreto, 2010), while others have begun studying emerging markets (Ludwig & Pemberton, 

2011). However, research has explored neither DCs in developing economy contexts nor with 

ININs, which invites us to explore the commonalities between these two concepts, understand the 

ININ process of MNEs, and obtain a holistic understanding of the types of challenges MNEs must 

overcome when operating in these markets under high uncertainty. In the following section, we 

explain the research method selected to study the phenomenon and seek answers to our two 

research questions. 

Methodology 

As the aim of this study was to examine ININ-building processes, a case study method was the 

chosen strategy (Eisenhardt, 1989; Yin, 1994). One way of capturing processes is through case 

studies of firms, which are useful ways of understanding why things are as they are (Spender, 

1996). Many authors (e.g., Chetty, 1996; Fletcher, 2009; Ghauri, 2004) have advocated the use of 

cases in research on internationalization. One key advantage of the case over survey research is 

the former’s role in facilitating the study of the internationalization process from several 

perspectives and thereby facilitating a more thorough analysis of each firm. A single case study 

design was adopted to gain a holistic, in-depth understanding of the ININ process in an MNE (Yin, 

1994). When the research problem demands rich, in-depth information, the single case is 

appropriate; as long as generalizability is not expected, meaningful findings can be found (Coviello 

& Jones, 2004). 



 

 

Data collection and analysis  

In preparing for data collection, secondary data for the selected case firm (industry reports, 

secondary documentation, Nokia’s telecom and IT technology websites) were reviewed before the 

interviews. Interviews of 60–90 minutes were conducted (in 2019) with the sales, country and 

marketing managers of the case firm. Data were gathered from a telecom equipment and software 

service branch of Nokia. Our case company operates in the B2B sector; however, our primary data 

included both B2B and B2C aspects as our interviewees talked about their relations with local 

operators, companies, and local end users. Three of the interviewees were regional, sales, and 

country managers with more than 25 years of B2B and B2C business experience in India. 

Moreover, one interviewee located in India was the designated portfolio manager for Nokia India. 

The interviews were semi‐structured and open‐ended so the interviewees could reply freely in their 

own words without limitations. The senior managers were involved in all aspects of the business; 

consequently, they had first‐hand knowledge of the firm’s strategy, operations, and administration 

in particular developing markets.  

We chose a case study approach via abductive theory-building for this study. The case study 

methodology was adopted with the aim to analyze the notion of ININ and later theorize this 

concept. Qualitative case study methodology is suitable for exploring and clarifying the interplay 

of logic between theoretical constructs and complex empirical phenomena (Eisenhardt & 

Graebner, 2007). The chosen method underlines the explanatory nature of our study (Piekkari et 

al., 2010). It is particularly appropriate for this investigation as there has been little research on 

innovation in BOP market contexts. Furthermore, this methodology provides an opportunity to 

investigate how the process of ININ is operationalized in multinational organizations.  

Focusing on a variety of data sources, we followed typical methodological decisions for case 

studies (Yin, 1994) concerning the incremental innovation process of Nokia in a developing 

market context. The case study approach enabled us to investigate the innovation process in a 

particular context where the phenomena and context actively support each other and, hence, are 

interconnected (Yin, 2009). Incremental innovation is an understudied field in the literature. A 

clearer understanding of the phenomenon is required, especially in the IB literature; therefore, a 

qualitative case study method was selected. 



 

 

We firstly collected four personal interviews with the senior executives from the case firm. These 

interviews were further corroborated by secondary data. The secondary data consisted of annual 

reports, press releases, and interviewees’ notes and documents supporting the primary data. Hence, 

data triangulation was used to validate the research and strengthen the interview data by 

considering multiple sources of evidence (Miles & Huberman, 1994).  

In the analysis, we used abductive logic and qualitative content analysis (Miles & Huberman, 

1994) to identify context-specific meanings (Brown, 2006) of our empirical data based on this 

phenomenon. Three researchers analyzed the data, a chain of evidence was built, and explanation-

building logic was followed in the case analysis. Reliability was ensured by careful data collection 

and the formation of a case database. Interviewees reviewed the transcribed data, and the coded 

data were cross-checked (Piekkari et al., 2010).  

During the face-to-face interviews, we used a digital voice recorder to record and store the data to 

ensure dependability and repeatability (Sinkovics et al., 2008). The coding process was conducted 

during the case analysis through a cyclic process of axial, selective, and open coding (Miles & 

Huberman, 1984; Sinkovics et al., 2008, 704; Sobh & Perry, 2006, 1204) to capture both emerging 

themes and themes related to our theoretical framework. 

To ensure quality in the case study research approach, we emphasized (1) ontological 

appropriateness, (2) contingent validity, (3) multiple perceptions of individuals/researchers, (4) 

methodological trustworthiness, (5) analytic generalization, and (6) construct validity (Healy & 

Perry, 2000; Yin, 1994). By ontological appropriateness, we ensured that the research problem is 

approached using the appropriate research method (Healy & Perry, 2000). The research question 

is exploratory as it seeks to find answers to an understudied phenomenon. Contingent validity was 

achieved via theoretical sampling (Healy & Perry, 2000, 125). We ensured many perceptions of 

participants by triangulating peer researchers’ interpretations (Healy & Perry, 2000; Patton, 2002). 

The interview data were transcribed separately by two authors and then compared and discussed 

between them. Methodological trustworthiness was ensured by the establishment of a case study 

database (Healy & Perry, 2000, 123) involving the development of conceptual constructs, 

operationalization, application, confirmation and disconfirmation of the theory, and a final model 

for future empirical testing. We ensured construct validity by using a priori theory (Healy & Perry, 

2000, 124). 



 

 

Findings 

Table 1 (below) illustrates the core structure of the primary data from the interviews. The data 

show the process of ININ from product attributes through innovation constraints and social 

empowerment. The process of ININ extracted from the data was seen in three dimensions: 

affordable products/services, ININ constraints, and social empowerment. The first dimension 

includes part of Nokia’s offerings that are designed to be affordable for low-income customers in 

India. This was seen as the first step in the process of ININ as the intention and aim of the 

product/service must be targeted to this demographic. Thus, with the first dimension, it is evident 

that the offerings suit the nature of ININ, although they face several innovation constraints along 

the way. These constraints were coded as the second dimension within the ININ process, which 

consists of the constraints as well as solutions that the companies devised (for some constraints, 

Nokia offered solutions). The third dimension was coded as social empowerment, which is the 

core principle of ININ. At this stage, the company must demonstrate localization through engaging 

the community of people in its business operations to offer locals the necessary value to empower 

their community.



 

 

Table 1. The case findings 

 

Product/service 

characteristic of 

affordability 

Constraints that 

impact inclusive 

innovation process 

Themes Quotes 

Scaling up telecom 

equipment and 

telecom software 

with affordable 

plans (voice over 

LTE, voice over 

IP). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Scaling up telecom 

equipment and 

Inclusive 

innovation 

constraints 

Cannibalization and spillover effect: 

 

 

 

 

 

Legitimacy:  

 

 

 

 

 

Personal relationship/corruption: 

 

 

 

 

 

 

 

 

 

 

 

Price and competition:  

 

-Selling voice over IP software was not successful as 

clients thought it would cannibalize other offerings. 

-Leaking ideas too early is no good since competitors can 

imitate. However, in the modern age, it is difficult to 

protect knowledge.  

 

-Air interface in phones can be used for phones, military, 

TV, and so on. Therefore, regulations are tough in the 

telecom business. 

-Taxation was very high and we did not receive aid or  

subsidies from government. 

-One rule can be interpreted differently for others. 

  

-In developing countries, it is mostly about personal 

relationships. Lack of access to the right organizations 

and resources can be problematic. 

-Corruption exists in the market and can slow down the 

operations. EMNEs can perform better in these situations 

as they are more familiar with these contexts. 

-The government and locals ask for favors that are not 

ethical sometimes. This means that the country asks the 

company to sell their products but also helps them trade 

(sell something) with Europe as well as buying other 

things from Europe in bundles. 

 

-Price wars are now present in Indian markets.  

-Huawei is aggressive in pricing, meaning that they can 

offer very low prices.  

- Price wars are now present with a local network 

operator Reliance JIO. This local company has very low 

prices that result in price wars. 

-Indian market is highly price sensitive, which is very 

difficult to operate in. 



 

 

Product/service 

characteristic of 

affordability 

Constraints that 

impact inclusive 

innovation process 

Themes Quotes 

telecom software 

with affordable 

plans (voice over 

LTE, voice over 

IP). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Scaling up telecom 

equipment and 

Overcoming 

inclusive innovation 

constraints 

Inclusive resource management for 

price constraint:  

 

 

 

 

 

 

 

 

 

Legitimacy constraint: 

 

 

Inclusive embeddedness for 

personal relationship  

and spillover effect: 

 

 

 

 

 

 

 

 

 

 

 

Competition: 

 

-In so called  upsell approach, the firm  removes the 

additional features and sell the basic feature of the 

phones. by selling the core basic function according to the 

demand. Then they have to pay extra for the additional. 

-Selling offerings that have existed in the market for some 

time and now have dropped in value. 

-Using local people’s ideas to innovate and create 

offerings that suit the poor people. 

-Offering loans to people and organizations in India so 

that they can gain more buying power. 

 

-Government can be a big moderator in helping Nokia 

through subsidies, taxation, and waiving regulation 

challenges. 

 

-Educating the locals can help Nokia in two ways. They 

can help us handle technical issues in the local market. 

They can help us produce knowledge and innovation that 

can be used in India or in Europe. 

- Educating the community is important as the people in 

the community can become competitive employees. Nokia 

uses global training program to train local people. 

  

-Patenting is, of course, how we protect, and we have a 

strong patent department. 

-Learning from local entrepreneurs and n how they 

operate in these markets.  

 

 

-People in India have a good image of Nokia and trust its 

offerings. 

-Nokia is the market leader in India and has over 70% of 

the market.  



 

 

Product/service 

characteristic of 

affordability 

Constraints that 

impact inclusive 

innovation process 

Themes Quotes 

telecom software 

with affordable 

plans (voice over 

LTE, voice over 

IP). 

 

Social 

empowerment 

Inclusive innovation aimed at: -Offer cheap and affordable phone call solutions for the 

poor people.  

-People can have access to products and services that 

they could not afford in the past.  

 

-Building skills for locals and offering education.  

-Locals are engaged in R&D and innovations that help 

Nokia to sell to the people.  

-Local operators gaining profit and offering jobs, leading 

to localization.  

-Taxation money from Nokia offers social empowerment 

for the locals.  



 

 

 

Discussion 

Firms are seen as the main source of competitive resources, and their managers shape their intra- 

and inter-organizational resources and competencies by integrating, building, and reconfiguring 

them to meet the market dynamics (Teece et al., 1997). When MNEs enter developing markets 

and start to develop innovation to improve local social empowerment and the local economy, they 

face constraints that can slow or even prevent the ININ process. Therefore, DCs are required to 

reshape the internal and external strategies based on market-specific needs and to overcome the 

challenges that firms meet in developing economies. 

Our case firm Nokia utilized multiple strategies to overcome the constraints related to Indian 

market entry. Firstly, the managers experienced concerns from local customers who feared that 

Nokia’s innovation could replace and thus cannibalize the main products of the local operator.  

Respectively, our case firm feared that their local partners might imitate their innovation and, 

therefore, that the cooperation could lead to the loss of the innovation through the spillover effect. 

Another constraint was related to the target market’s rules and regulations, such as taxation and 

subsidies within the developing economy. Legitimacy constraints, relationship, and price were 

among other issues that prevented Nokia from expanding into the markets. According to 

Eisenhardt and Marin (2000), firms need to customize their capabilities regarding strategic 

decisions to expand into markets despite the related constraints. Our data show that Nokia is in 

line with the DC point of view since they are changing their strategies according to the constraints 

of the market. To overcome the ININ constraints, Nokia used inclusive resource management, 

followed their code of conduct to overcome legislation constraints, and used an inclusive 

embeddedness mechanism. However, while interpreting the primary data from Nokia, we noticed 

that the so-called inclusive embeddedness school of thought may offer more help to Nokia in 

overcoming relationship innovation constraints.  

Several scholars (Burt, 1995; Möller & Halinen, 1999) argue that for companies to utilize their 

resources, such as knowledge, capital, and human resources, they need to work with traditional 

(e.g., governmental and formal institutions) and non-traditional actors (e.g., not-for-profit 

organizations, community groups) in low-income markets (Hart & London, 2005). For instance, 



 

 

Levin and Cross (2004) affirmed that linkages between traditional and non-traditional actors can 

ease diminution and production activities.  

While the network method remains common in IB and entrepreneurship research (Hansen, 1995; 

Johanson & Mattsson, 1988), it also can be particularly accommodating in developing economies 

by bringing growth and stability to these markets ( Khayesi & George, 2011). We see that working 

with non-traditional actors can create more jobs and social empowerment for the people as well as 

help Nokia to overcome relationship and regulatory constraints. In this regard, we offer the 

following propositions, as we believe MNEs can benefit from a more robust relationship 

mechanism.  

Proposition a: Inclusive embeddedness by MNEs operating in developing countries helps 

MNEs to overcome relationship constraints for ININ. 

Proposition b: Inclusive embeddedness by MNEs operating in developing countries increases 

social empowerment leading to ININ. 

Conclusion 

As mentioned in the introduction, this article was developed based on two research questions 

constructed while identifying the research gap. Below, RQs 1 and 2 are recapitulated and answered 

according to the findings from the primary and secondary data. 

RQ1) How is the process of fostering ININ?  

The paper establishes that for an MNE to foster ININ, it must follow the three-phase process. The 

first phase is the intention to make affordable products to create market inclusion for low-income 

individuals. We show the first step in the conceptual model with three drivers (intention for 

inclusion, scaling up the production, and mutual benefit for the company and the people). Later, 

the company must overcome the innovation constraints that it faces (as elaborated in the Findings 

section). Later, social empowerment needs to be created for the market to enter the third and last 

step in the process model. What we understand from Nokia is that ININ is a strategy that can have 

more impact than a traditional fundraising CSR strategy. Nokia did not label their operation in 

India as a CSR operation but rather as a business operation that helps localization of the 

communities in India such that both locals and the company itself profit. The findings from Nokia 



 

 

(as indicated in the Discussion section and presented in Table 1 and Figure 1) show that Nokia did 

not just focus on selling but also educating, hiring, and engaging with the local people in India to 

contribute to a more sustainable business practice.  

RQ2) How to overcome the constraints to fostering  ININ be overcome? 

Nokia has faced challenges such as legitimacy, cannibalization, price, completion, and corruption 

constraints (highlighted in Table 1 and Figure 1). To overcome these innovation constraints, 

solutions such as inclusive resource management and inclusive embeddedness are highly effective. 

Inclusive resource management allowed Nokia to generate better results from its internal resources 

to overcome pricing constraints. Inclusive embeddedness will help Nokia in extending its 

relationships and partnership abilities to traditional and non-traditional actors. It is essential that 

Nokia should have access to grassroots-level knowledge to overcome innovation constraints.  

To illustrate all the ININ processes and constraints, we present the following conceptual model:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 1. The process of inclusive innovation 

 

 

 
 

Social empowerment elements 
• Affordable goods
• Educating local people
• Contributing to the local 

economy through taxation

Drivers of inclusive innovation 
• Intention of affordability 
• Scaling up production
• Potential profits in the future

Inclusive innovation constraints
• Cannibalization 
• Spillover effect
• Legitimacy
• Personal relationships
• Pricing and competition

Overcomig the constraints
• Inclusive resource managment 
• Inclusive embededdness
• Joint learning with local 

entreprenurs

Dynamic 
Capabilities

 

 

 

 

 

 

 

 

 

 



 

 

 

Theoretical contributions 

In this chapter, we have made a number of theoretical contributions that we outline and discuss in 

greater detail in this section. We used DC theory in the context of ININ and showed how this 

perspective can be insightful in overcoming the constraints to ININ. Teece et al. (1997) argue that 

MNEs need to customize their internal and external strategies according to the market in which 

they operate. We noticed the scope of Nokia’s DC as they operate differently in low-income 

markets in India compared to higher-income markets. Nokia has both external strategies for 

overcoming ININ constraints as well as internal strategies. However, external strategies are more 

prevalent as ININ is the result of processes and linkages between Nokia and other actors in the 

markets. Internal strategies, such as price and production constraints, are solved through external 

strategies, such as inclusive embeddedness and inclusive resource management (as explained in 

the Findings section). In this regard, we have modified the DC from Teece et al. (1997) into a 

process model for ININ and used the model to show the logic of Nokia’s market expansion 

behavior. 

We have also extended the social innovation and innovation constraint literature from an IB 

perspective. These streams of literature have not looked into ININ constraints and processes from 

IB and MNE perspectives (Sharma & Lyer, 2012; Enderwick, 2009; McDonough et al., 2008; 

Prahalad & Mashelkar, 2010). 

Moreover, we have extended the notional repertoire of the sustainable innovation literature by 

conceptualizing ININ in terms of DC theory and developing a process model. This model 

illustrates three phases (intention of affordability, ININ constraints, and social empowerment) that 

need to be applied by MNEs to foster ININ. Moreover, this paper has developed two propositions 

that can be tested in the future. Lastly, this paper advanced the IB literature since it focuses on the 

role of MNEs with respect to ININ. 



 

 

Regarding theoretical contributions, we have also extended the following issues. We have 

developed the term inclusive resource management to help support MNEs in overcoming ININ 

constraints. Moreover, we have modified the concept of embeddedness into inclusive 

embeddedness, which is a facilitator for the ININ process model. In this regard, inclusive 

embeddedness and inclusive resource management can be labeled early phase theoretical 

constructs that facilitate the ININ model, leading to mechanisms that overcome ININ constraints. 

 

Managerial implications 

In this study, we have identified several managerial implications that might help practitioners 

understand the role of innovation for successful business in low-income markets in India. Fostering 

ININ is not only about making products affordable for the people; it is also about engaging with 

local communities and understanding their needs. ININ can help companies not only to understand 

low-income markets and their mechanisms better but also to observe the role of innovation. It is 

essential for managers to include local people in the process of innovation as they can offer many 

solutions to help companies overcome innovation constraints. For instance, in the Nokia case, it 

was noticed that local people clearly show the company what they require and how a product or 

service is going to work in the market. Furthermore, hiring and training locals, as well as engaging 

them in R&D, is a strategy that needs to be implemented. Many ideas and products have emerged 

from R&D departments in India that are also used in Europe or the US market. This means that 

engaging the locals creates a win-win scenario from which both MNEs and host countries can 

benefit.  

Lastly, working with non-traditional actors, such as local startups and local business partners, can 

be more helpful compared to working with the government. Mechanisms of inclusive 

embeddedness and inclusive resource management should therefore be studied by managers to 

allow for a better business experience in low-income markets in India.  

 

Future research  

We identified several limitations to our research that could open avenues of inquiry to future 

researchers. During the research process, we thought of several future research opportunities for 



 

 

the disciplines of IB and social innovation that we shall elucidate below. For example, researchers 

could modify and examine the model via qualitative tools by employing multiple cases in different 

regions. Additionally, we encourage scholars to challenge and test the model through quantitative 

scholarly investigation. They could use different theoretical underpinnings of DC and 

conceptualize ININ and its process from a different perspective. Scholars might also develop 

additional propositions and test the existing propositions to validate. Future research could also 

determine whether NGOs play any supporting role vis-à-vis MNEs in low-income markets and 

whether they help MNEs in the process of ININ. Studying the role of ININ for MNEs in other 

regions than India would also be appreciated as this study only focuses on the Indian market. 

Scholars might also focus on the role of social entrepreneurship and ININ in low-income markets 

rather than looking at the phenomena solely from an IB perspective. Future researchers could 

engage in scale development for inclusive resource management and inclusive embeddedness 

constructs in a more robust manner, both from an MNE and entrepreneurship standpoint. Lastly, 

scholars in the field of CSR should investigate the notion of ININ to see if the ININ mechanism 

can be utilized as an impactful element in CSR practices, both conceptually and empirically. 

Researchers see the notion of CSR as a very broad concept with various dimensions (Choi & La, 

2013), and this could be a promising research avenue to understand if ININ can be conceptualized 

as an element within the mechanism of CSR.  
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