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Abstract 

With the increasing trend of telecommunication innovations worldwide, emerging 

markets do not dare to sit back and watch as the global technologies advance at record speed. 

More and more developing countries are taking heed to these opportunities by developing 

solutions that best suit the markets they serve. Moreover, regardless of the lack of efficient and 

affordable financial infrastructure as a contributing factor in the persistence of poverty in many 

rural parts of developing countries, some firms have taken bold steps to partner with 

knowledgeable firms in order to increase their own capabilities that are crucial in developing 

innovative solutions. 

The purpose of this study was to explore how knowledge is transferred in 

emerging/developing markets in order to facilitate open innovation. Knowledge transfer is 

considered a process and not a one-time event.  Therefore, using a since case study design, an in-

depth exploration was made on the MPesa mobile money transfer system  which started in 

Kenya but has now spread to several emerging countries in Africa, Asia and the Middle East.  

 The results indicate that for successful knowledge transfer; (i) Personnel movements is 

the most effective mechanism (ii) Technology should be transferred using a social mode of 

transfer (iii) Joint ventures are the most effective partnership form (iv) the bottom-of-the 

pyramid markets must be engaged in the development of innovative products. 
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1 Introduction 

1.1 Background 

In Kenya, there are less than four million bank accounts serving the country’s population 

of 41 million (Financial Sector Deepening, 2012). The disparity was largely attributed to the high 

costs of banking and the eminent fact that the majority of people have low incomes with a large 

percentage living on an average of one dollar a day (UNDP, 2007). In 2006, only 19% of the 

population had access to formal financial services (see Appendix 1, Figure 5). Therefore, many 

low-income people store and transfer money using informal networks, but these have high 

transaction costs and are often prone to theft.  While more than a billion people in emerging and 

developing markets have cell phones and no bank accounts (wireless intelligence, 2011),  in 

Kenya, it has been found that for every Kenyan who had access to a bank account, at least two 

others had access to a mobile phone (FinAccess, 2006). Therefore, mobile money is beginning to 

fill this gap by offering financial services over mobile phones, from simple person-to-person 

transfers to more complex banking services. This opportunity leveraged upon by mobile telecom 

operators, has proved to open new possibilities to reach untapped markets. This however has not 

been an isolated effort but rather a joint effort of several knowledge partners and interactive 

business models that some researchers may dub ‘open innovation’. 

The concept of open innovation has gained wide-spread attention over the recent years 

both in academic and practitioner circles, with many studies focusing on firm-level aspects 

(Chesbrough, 2012; Huizingh, 2011). Twenty-first century firms are more likely to be successful 

by entering into collaborative relationships or partnerships in order to access new knowledge 
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thus permitting the evolution of new strategies that are appropriate to responding to the turbulent 

conditions that exist in the world markets today (Chesbrough, 2007).  

Chesbrough’s (2003) original concept of open innovation posits that players have the 

abilities and possibilities to utilize external ideas as well as internal ideas, and external and 

internal paths to the market, due to the need to advance their technology state. This perspective 

therefore views open innovation as a managerial approach that firms adopt to develop new 

products, services, processes and innovation capabilities through the leveraging of ideas and 

expertise from both outside and within the organization’s borders (Chesbrough, 2007; 

Gassmann, 2006; Wang & Zhou, 2012).  

Therefore open innovation is interpreted in two relevant facets; the open- innovation-based 

R&D and the open-innovation-based Business Model (Chesbrough, 2006). Under the open 

innovation-based R&D, the principle is that the firm must have stronger capabilities to control 

the internal R&D activities such as absorptive capacity, identification of external knowledge, 

build up ability to engage in a variety of collaborative partnerships with suppliers, universities, 

research institutions etc. At the same time, the firm is expected to convert this knowledge and 

capabilities that exist in the network to enhance their own innovation processes (Vanhaverbeke, 

2006). On the other hand, it is argued that without the open innovation-based business model the 

true value of the innovation or technology would not be unlocked. Firms therefore have to 

develop dynamic capabilities to engage different channels such as licensing, joint ventures and 

spin-offs to create additional value of technologies, and market opportunities that had been 

neglected before (Teece, 2012). Moreover it is evident that open innovation as a business model 

is mainly a strategy for large established firms to reconfigure the business activities and 

innovation towards the changing economic and technology environments (Karo & Kattel, 2010). 
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1.2 Problem Discussion 

Although the existing literature has provided great insights on the open innovation (OI) 

concept, there are still areas that are underdeveloped and that call for further investigation. One 

such area identified is the knowledge transfer aspect of open innovation (Chesbrough, 2012). As 

firms pursuing the OI strategy open up their boundaries to tap into knowledge from the outside, 

and increasingly enter into collaborative efforts, there is a need to investigate how the accessed 

knowledge is converted into competitive advantage (Dahlander & Gann, 2010; Hagedoorn, 

2002; Enkel, Gassmann & Chesbrough, 2009).  In addition, researchers such as Bogers (2011) 

have highlighted the existing OI paradox between knowledge sharing and the protection rights, 

and further proposed some strategies to cope with this tension such as an open knowledge 

exchange strategy and a layered collaboration scheme with inner and outer members. While 

other researchers argue that the knowledge transfer aspect of open innovation is a complex area 

and especially on more advanced levels (Argote & Ingram, 2000). It is therefore a process that 

occurs over extended periods of time rather than a one shot event and requires the existence of 

competent knowledge infrastructures and institutions, learning and innovation capabilities, 

partner, supplier and even customer competences (Narteh, 2008).  

From the preceding notions of the knowledge transfer aspect of open innovation, there is 

need to study the same claims within emerging markets. Therefore, Carayannis (2008) argues 

that the differences between developed and developing markets indicate that some knowledge 

may not be transferrable. Moreover, Hildreth and Kimble (2002) argues that there are elements 

of knowledge (what people know) which cannot be articulated, abstracted, codified, captured and 

stored. They are often less quantifiable such as; tacit knowledge, internalized experience, skills, 

internalized domain knowledge and cultural knowledge embedded in practice. In addition, the 
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socially embedded aspect of knowledge makes it transferable or not. On the other hand, 

knowledge that is transferrable shifts from the less structured to a more structured position on the 

knowledge continuum. Therefore the gaps between knowledge contexts within developing 

markets and developed economies create opportunities for arbitraging learning in areas such as 

new business models, new technologies and low cost alternatives in servicing less affluent 

markets (Carayannis, 2008). As such differences inherently exist the open innovation concept is 

questioned as to whether it should be applied unwaveringly to developing countries (Wang & 

Zhou, 2012).  

While firms in developing markets are constantly challenged by the difficulties such as the 

underdeveloped industrial and technological infrastructures, inadequately equipped research and 

education institutions etc (Hobday, 1995; Carayannis, Popescu, Sipp & Stewart, 2006) it is 

obvious that underlying assumptions by most scholars show that OI is a de-contextualized 

concept. This indicates that current literature has not properly exploited the emerging countries 

context. 

1.3 Purpose 

The purpose of this study is to develop a deductive framework based on a case study 

research, which will further be guided by the theoretical and empirical evidence in this area of 

research. This study therefore attempts to contribute to current literature by investigating the 

different knowledge transfer approaches used by firms in developing countries to advance their 

innovation processes. The guiding research question is therefore presented as follows; 

How is knowledge transferred during open innovation processes of firms in developing 

markets? 
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1.4 Thesis Layout 

This section describes how the rest of the thesis is structured to answer the research question 

in the best way possible.  Chapter 2 which is the literature review gives an overview of what 

open innovation is, what knowledge transfer is, factors influencing its success, mechanisms and 

levels of the concept and elaborations about aspects of knowledge transfer relating to developing 

markets. The chapter ends with a conceptualized framework model. Chapter 3 details the 

methodologies and approaches used to conduct this study. It also outlines the how the data will 

be collected and how it would be validated. Chapter 4 presents the data that was collected and 

gives an overview of what will be analyzed. Chapter 5 will present detailed elaborations of data 

collected in relation the literature from Chapter 2. The sixth chapter will summarize the findings 

to answer the research question. Lastly, chapter 7 will present implications for managers, policy 

makers and future research.  
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2 Literature Review 

This chapter identifies the key theoretical concepts that have been researched on the topic. 

Working definitions are hereby presented, elaboration on the levels and mechanisms of 

Knowledge Transfer, the key factors and the concept’s review in relation to the emerging 

markets context. The chapter ends with a conceptual theoretical framework illustrating its links 

to various dimensions. 

2.1 Open Innovation 

This term first coined out by Chesbrough (2003) is defined as, “[…] the use of purposive 

inflows and outflows of knowledge to accelerate internal innovation, and expand the markets for 

external use of innovation, respectively”. The notion behind open innovation is that firms can use 

external knowledge coupled with their own to create products/ services that can be sold to either 

their markets, new markets or even other firms.  R&D is seen as an open system with several 

ways in and out, instead of a closed system with only one way in (see Figure 1 below). 

 
Figure 1-Open Innovation Model (source: Chesbrough, 2003) 
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It is worth noting that aspects of this phenomenon have been used by practitioners and 

have been studied by researchers over the past forty years (Trott & Hartmann, 2009). Some 

researchers have gone ahead to refer to it as “old wine in new bottles” (Hafkesbring, Krause & 

Westermaier, 2010). In coining the term, Chesbrough brings a new focus and interest on the 

phenomenon. The impact of the term is, however, inevitably widespread. For example Cooper 

included the “stage-gates for open innovation” to the fourth edition of his seminal book, 

“Winning at new products” (compare 3rd and 4th editions from 2001 and 2011 respectively). 

In Chesbrough (2003)’s study of hi-tech firms and their practices in relation to innovation, 

he observed two innovation systems of the firms; firstly, the closed system where firms focused 

inwardly to develop their own products and secondly, the open system where firms were open to 

all useful knowledge albeit internal or external. The latter system allowed firms such as Nestle or 

Proctor &Gamble to incorporate into their products obtained knowledge and were willing to 

license their internal research to other firms. Furthermore, as authors West and Gallagher (2006) 

observe, most OI theories are based on high-tech industries and gives the overall impression that 

technology intensity is the main factor for the adoption of open innovation. However, it can be 

argued that other factors are critical in the successful adoption an open innovation system. West 

(2006) posits that the accomplishment of an OI strategy relies on a dynamic business model that 

is developed to retain the value of continuous innovating. According to West (2006) such 

includes the successful linkages with external entities such as; firms, universities, public research 

centers, competitors, suppliers, clients, or even customer groups as invaluable sources of 

innovations. 

Furthermore, when discussing Open Innovation, the issue of appropriability should not go 

unmentioned (Saviotti, 1998). While Intellectual Property Rights (IPR) provides barriers to 
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imitation, strong appropriability makes it easier for firms to identify the value capture but not the 

value creation of their business model (West, 2006). However, in a market context with weak IP 

security, firms in fact face an even bigger challenge. 

In conclusion, though open innovation dimensions are not new, what OI adds to the 

research stream which is relatively unique, is not only how knowledge is made available freely 

but also the free revealing of innovations (Von Hippel & von Krogh, 2006). This further 

highlights a gap for emerging economies literature that has not quite addressed these challenges 

for knowledge transfer and open innovation processes. 

2.2 Knowledge Transfer 

2.2.1 Definition 

Argote and Ingram (2000) define knowledge transfer as, “the process through which one 

unit (e.g., individual, group, department and division) is affected by the experiences of another”.  

Some authors have used the terms ‘knowledge sharing’ or ‘organizational learning’ as synonyms 

for “knowledge transfer” (Duan, Nie and Coakes, 2010). Furthermore, there have been similar 

definitions of transfer at the individual level in the field of cognitive psychology. One such 

definition is by Singley and Anderson (1989) who define knowledge transfer at the individual 

level as, “how knowledge acquired in one situation applies (or fails to apply) to another”. 

Therefore, this study’s working definition of knowledge transfer is, “the process through which 

one group is affected by the experiences of another during the development of an innovative 

product”. 

Since the knowledge transfer is a difficult to analyze, Szulanski (1999) offers that one 

way to go about it, is by conceiving knowledge transfers as processes and not as ‘acts’ as 

typically modeled. The process view offers a closer examination on how difficulty in KT evolves 
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in addition to providing valuable insight on the working of different organizational 

arrangements, informal managerial interventions and re-design of organizational mechanisms 

that support knowledge transfer. 

2.2.2 Types of knowledge 

According Nonaka (1994), two main categories of knowledge are generally understood to 

be either tacit or explicit, whereby most organizational learning is argued to occur through 

interactions and relations between these two types.  However, Botha et al. (2008) argues that 

these two types should not be seen as definitive points but rather that all knowledge is a mixture 

of tacit and explicit elements. Furthermore, some other researchers make additional distinctions 

and talk about embedded knowledge. With this approach, knowledge is argued to be embodied in 

people and embedded in processes, organizational culture, routines (Horvath, 2000). 

Moreover, researchers like Gaunt (2005) propose that four categories of knowledge are 

adapted in developing markets such as; Information and facts (research reports, patents, libraries 

and available on the web); equipment, proprietary processes and software (embedded in 

products, projects, commercially or aid packages); Institutional patterns and attitudes (policies, 

business systems and organizational structures);  and technical understanding, skills and 

processes (teaching, training, experience). Agreeing with Horvath (2000), all four of these 

categories proposed by Gaunt (2005) fall within the embodied-embedded knowledge nature. 

Therefore these knowledge types cannot in themselves exist in isolation but rather in people, 

processes, cultures or routines.   
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2.2.3 Levels and mechanisms of Knowledge transfer 

2.2.3.1 Levels 

At the basic level, knowledge is possessed, created, shared and leveraged by individuals. 

Needless to say, without the individual’s involvement, knowledge cannot be transferred 

(Cummings & Teng, 2003). Though transfer of knowledge in organizations involves the 

occurrence at the individual level, the problem transcends the individual level to include transfer 

at higher levels of analysis such as the, group, department, product line or division (Argote & 

Ingram, 2000). In addition, another distinct level is at the inter-organizational realm where 

organizations learn not only directly from their own internal experiences but also indirectly (or 

even directly) from the experience of other organizations (Argote & Epple, 1990; Huber, 1991). 

Therefore, it is worth mentioning that in macro-organizational theory literature there are 

indications that “interconnectedness” as an organizational form facilitates the effective transfer 

of knowledge from one unit to another (Argote & Ingram,2000). Interconnected organizational 

forms such as franchises (Darr, Argote & Epple, 1995); chains (Baum & Ingram, 1998) and 

alliances (Powell, Koput & Smith, 1995) have been found to have a larger experience base from 

which to learn than independent organizations. Lastly, Duan et al. (2010) highlight the multi-

national level of knowledge sharing that occurs through transnational organizational forms and 

international projects. However, participants in this level of knowledge transfer are often faced 

with challenges associated with time separation, space, culture, language which may limit their 

ability to access share and even absorb knowledge effectively (Duan et al., 2010).  

In conclusion, it can be argued that a combination of levels is inevitable, but, for purposes 

of this study, the interconnected organizational level will be considered, even though its impact 
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transcends through all levels. Aspects relating to the multi-national level of transfer may be 

applicable in this thesis due to the nature of the study. 

2.2.3.2 Mechanisms 

Regarding the mechanisms of transfer in organizations, these may include; personnel 

movement (Almeida & Kogut, 1999); training (Argote & Ingram, 2000; Moreland & 

Myaskovsky, 2000);communication (Rulke, Zaheer & Anderson, 2000); observation (Nonaka, 

1991); technology transfer (Galbriath, 1990); interactions with suppliers and customers (von 

Hippel, 1988); alliances and other forms of relationships (Baum & Ingram, 1998; Darr et al., 

1995; McEvily & Zaheer, 1999); patents, scientific publications (Appleyard, 1996). Therefore a 

firm would have several alternatives to gaining or transferring knowledge. However, Argote and 

Ingram (2000) propose that the choice of mechanism must be complemented by the strength of 

the ‘people’ aspect. Since transfer of knowledge manifests itself through the performance and 

knowledge of the recipients. Furthermore, Nonaka (1991) posits that a significant component of 

the knowledge that the organization acquired may be tacit and not easily articulated.  For 

example, tacit knowledge may not be captured through verbal reports that are often used to 

measure knowledge. Therefore, Nonaka (1991) argues that performance-based measurement 

approaches are much better suited for capturing tacit knowledge than approaches that attempt to 

measure knowledge more directly. 

2.2.4 Factors 

A number of research publications have attempted to explicitly elaborate a number of 

factors that are considered to be critical to the knowledge transfer process. Some factors 

identified include; absorptive capacity (Cohen & Levinthal, 1990), causal ambiguity (Szulanski, 

1996), relationship between recipient and sender (Goh, 2002); nature of knowledge (Nonaka, 
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1994) adequate technology (infrastructure and data exchange), trust and cooperative 

relationships, common interest (Braun, 2002). Moreover, Duan et al. (2010) identify similar 

factors for transnational knowledge transfer as; Relationship, cultural awareness, language, 

motivation, knowledge distance, objectives and focus, transfer channel, selection of appropriate 

partners, trust and openness. For purpose of this study, the factors considered take into account 

some transnational aspects due to their generalizability nature and are illustrated below.  

Table 1 - Factors affecting knowledge transfer and related components 
Knowledge Transfer Component Associated factor References 

Actors: involved in the 

knowledge transfer process. 

Three key Actors identified: 

sender; recipient; intermediary. 

Openness 

Trust 

Motivation 

Cultural awareness 

 

Goh(2002) 

Context: where the interaction 

takes place. Since knowledge 

transfer is contextually bound, its 

transfer is constrained by context 

in which it is embedded. 

Prior experience & 

Knowledge 

Leadership 

Absorptive capacity 

Competence 

Cultural difference 

Cummings and Teng 

(2003);Gupta & Govindarajan 

(2000); Nonaka (1994); Cohen 

and Levinthal (1990); De 

Long & Fahey(2000) 

Content: what is to be transferred 

between actors 

Relationship 

Social Capital 

Physical distance 

Organizational 

infrastructure 

Inkpen & Pien (2006);Seibert 

(2007) 

Media: by which the transfer is 

done 

Communication channels 

Transfer channels 

Use of ICT 

Kayes et al.(2005); Pedersen 

et al. (2003) 
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From the table above, the most important factors relating to the Actors of KT are 

considered to be; openness, cultural awareness, motivation and knowledge distance. These are 

considered to be crucial because actors can be ‘drivers’ or ‘barriers’ to successful transfer (Goh, 

2002; Duan et al, 2010). This therefore implies that in order for successful transfer, it is 

important the knowledge gap between the senders and recipients must be narrow.  Aspects about 

the actors are not only important without acknowledging the context and situation within which 

the KT has to occur. Therefore Inkpen and Pien (2006) argue for the relationship between 

partners as well as the selection of potential partners, as key factors for successful KT. This is 

especially important if actors are from different national and industry background. Moreover, the 

content of what is to be transferred largely depends on the objectives and focus of the transfer. 

Organizations with clear objectives would easily leverage on their social, organizational and 

physical capital to enhance the successful transfer. From the above illustration, the Pedersen, 

Petersen and Sharma (2003) argue for language and transfer channels as key factors influencing 

the media component. Selection of appropriate communication channels and mechanisms are of 

vital importance of knowledge transfer. 

2.2.5 Knowledge transfer in developing markets 

Firms in developing markets are often faced with challenges such as; low skills and 

capabilities, technological constraints, infrastructural and related resource limitations which 

make the development of internal knowledge rather strenuous (Narteh, 2008; Hobday, 1995). 

Though these markets present unique challenges, they also offer many opportunities for both 

local and external stakeholders. Over the years, the business transacted between external 

‘developed’ market firms and their developing counterparts often focused on ‘overcoming’ these 

limitations. However, evidence shows that successful players look at the challenges as potential 
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opportunities for reaching untapped markets (Prahalad & Hart, 2002). Moreover, as the authors 

(ibid) emphasize that the shift should move away from targeting only the minority top-of-the 

pyramid customers towards the bottom-of-the pyramid untapped market. 

This implies that in order for firms to succeed in these markets they should use strategies 

that envision, organizations, institutions, and knowledge in the external environment as a basis 

for creating competitive advantage (London & Hart, 2004). Moreover, other researchers have 

argued that through forming collaborations such as joint ventures with other firms or institutions, 

firms in developing markets leverage their own knowledge base to enhance competitiveness, 

introduce innovative products into their markets and perhaps try to “catch-up” with their 

counterparts in the developed markets (Faulkner, 1995; Freeman & Hagedoorn, 1994).  The 

central argument by Freeman and Hagedoorn (1994) is that developed-developing partnerships 

should have an equally beneficial effect on firms in developing countries as it does with more 

advanced partners in developed countries.  In addition, joint ventures are considered to carry less 

risk than strategic alliances, acquisitions or financing subsidiaries due to fact that skills, 

attributes and resources are sought through mutual objectives (Czinkota et al, 1994). 

Similar to these arguments, Tsang (1999) posits that though partners normally have 

different intentions, learning in such joint collaborations occurs asymmetrically. While the 

developing partner may seek to learn new skills, knowledge and technology or management 

systems of their counterparts, the developed country partner may learn from the collaborative/ 

joint venture experience for example; through the implementation of technology transfer, 

management of the alliance and learning the new environment (Tsang, 1999).   

The challenge and opportunity for developing countries as stated by Carayannis et al. 

(2006) is therefore,  to evolve and possibly leapfrog from lower to middle income, knowledge, 
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technology and know-how-importing and using countries to high and sustainable income , 

knowledge, technology and know-how-generating and exporting ones. This kind of transition 

can be effective if key factors of innovation, knowledge clusters, and networks are explored, thus 

linking local, regional and global partners (Carayannis et al., 2006). In this regard, 

Radosevic (1999) argues that, while it is true that global economic and political systems generate 

different degrees of financial, market, production and technological integration of economies, the 

final outcome is not only shaped by global forces but rather by the actions of individual 

economies and national systems. Radosevic (1999) therefore suggests that the endogenous 

generation of innovation when coupled with active adoption of imported technologies is essential 

for long-term growth in emerging markets. 

Learning from the macro-economic perspective captures the notion that some economies 

seem to accommodate changes better than others and they do so partly through the flexibility of 

their firms but also through the capacities of promote inter-organizational linkages and 

collaborations, and also through the public institutional drive to develop and disseminate 

innovations (Radosevic, 2004). Moreover, technological learning and knowledge are crucial 

fundamental factors upon which a knowledge economy is built (Carayannis et al., 2006). 

However, given the infrastructural and capability limitations imposed upon technology transfer 

and knowledge transfers in emerging markets, it is imperative that strategies are well suited for 

efficiency. 

It is therefore worth mentioning that in the parent-subsidiary company context of 

knowledge transfer, the use of expatriates by far plays a significant role in the KT process of 

Innovation (Hocking, Brown & Harzing, 2004). To get a clear picture, Harzing (2001) defines 

“expatriates” as those employees in an organization that are assigned to a foreign subsidiary of 
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the same organization. These expatriates often belong to top management and are often 

instrumental in driving the transfer process. Studies indicate that expatriates are used in order to 

occupy positions that require particular skills; to develop other managerial employees; to 

contribute intensively to the human capital development of the organization as a whole. Key to 

using expatriates is that they are carriers of knowledge and act as catalysts on the social 

interaction and network peering within the organization (Hocking et al., 2004). Activities of 

coordination, supervision and transfer are significantly facilitated by the actions of expatriates 

(Grant 1996; Kogut & Zander, 1993). They often are entitled to social connections with the 

parent firm which would otherwise not easily be accessible to the subsidiary. 

Needless to say, when transferring technology to less technologically advanced markets 

strategies that enhance sustainable social and economic change are essential. Therefore in order 

to make a distinction between traditional technology transfer modes in emerging markets and 

newer modes, Kloppers, Tapson and Gaunt (2006) argue for the social mode of technology 

transfer as opposed to the commercial mode. The social technology transfer model aims at 

fostering sustainable development and changed consumption patterns through the transfer and 

teaching of Intellectual Property associated to the innovation. On the other hand, traditional 

commercial technological transfer model capitalizes upon the ownership, protection and 

exploitation of the IP (Kloppers et al., 2006).  

Therefore according to the authors (ibid), the goal for a successful mode of technology 

transfer to developing countries is to exploit the recipient’s knowledge capabilities, thus 

developing them and creating a win-win situation. Table 2 illustrates the key differences of the 

two modes of technology transfer. 
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Table 2-Modes of technology transfer in emerging markets 
 

 Commercial mode Social mode 

Motivation for 

participation 

Realize the value of IP 

through commercial 

exploitation 

Creating real positive 

social change through IP 

dissemination 

Technology Transfer 

paid for by 

Entity receiving the IP Government /Development 

Aid Organizations 

Technology Transfer 

facilitated by 

Technology Transfer office Academic staff/partner 

firms 

Key outcome Financial gain for parties 

involved 

Impact through society 

changes in behavior caused 

by learning, sustainable 

development 

Underlying principle Increase value through 

protecting your IP 

Become redundant through 

teaching others your IP 

 

(Adapted from Kloppers et al., 2006) 

In summary, although an increasing number of firms are exploring opportunities in 

developing countries and more especially among the low-income segment, there is little research 

in the area of knowledge transfer that provides clear guidance on how this concept is relevant in 

relation for innovation processes. It is indeed apparent that there is a gap in existing literature 

when it comes to emerging markets. 

2.3 Conceptualized Framework 

From the research streams reviewed in the preceding sections, Figure 2. below is a 

conceptualized model for transfer of knowledge between stakeholders. It illustrates who the key 
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actors are, the contexts for knowledge transfer as well as the content and media used in the 

transfer. 

 

Figure 2- The Knowledge Transfer Model 
 

The figure above illustrates two prominent contexts which affect the knowledge used for 

innovation and where it may be embedded or applied i.e. sender and recipient contexts. These 

knowledge contexts are emphasized by researchers such as Kogut and Zander (1995). On the 

other hand, elements such as the media, content characteristics (what is transferred) and feedback 

loops represent what some researchers like Szulanski (1996) have termed the ‘relational context’. 

Last but not least are the interactions between the knowledge recipient and users (e.g. suppliers, 

distributors, customers) to whom the innovation is targeted (von Hippel, 1988). Moreover, Duan 

et al. (2010) emphasize the roles of the actors, the content of the knowledge and the media 

through which it is transferred. 

Basing on earlier section’s argument for knowledge transfer to be regarded as a process 

rather than a onetime event, the above framework will guide the study in illustrating the key 

dimensions that make knowledge transfer possible. In studying the links between the actors and 
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the roles each actor plays, it will be studied as to whether knowledge is a one-way stream i.e. 

from the sender to the recipient, or whether it is the two- way stream. In either case, the analysis 

will indicate the types of knowledge that is transferred and how it is done. The framework will 

also illustrate if the type of relationship between the sender and recipient positively affects the 

transfer in addition to the associated factors facilitate the relationship. Since KT in developing 

markets context is complex due to the differences between developing-developed contexts 

(Carayannis, 2008). Furthermore the framework will guide the study in determining whether the 

role of an intermediary is indeed crucial for successful transfer in comparison with a non-

intermediary process (Duan et al., 2010). Moreover, the type of the knowledge transferred will 

be studied in relation to the type of transfer mechanisms and the actors involved.  

The framework above will also elaborate the different stages involved in the knowledge 

transfer process which is not seen as a one-time event but as a series of activities engaged during 

a continuum of time. In other words the framework will seek to answer questions like, who 

initiates the knowledge transfer process, what knowledge do they have, what means do they use 

etc. On the other hand, questions like, who is the recipient, what do they gain, how do they 

translate this knowledge into market oriented products, what type of knowledge do they 

contribute and how do they influence their market environment, among others. 
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3 Methodology 

This chapter outlines the research approaches and methodologies used in this study. It also 

includes how the data was collected, the various sources and how it was validated to ensure its 

reliability. 

3.1 Research approach 

According to Bryman and Bell (2007) data for a research study can be collected with the 

aim of either testing theories or building new theories. Generally in research language, there are 

two main different types of research approaches; deductive and inductive (ibid). However, 

authors such as Patel and Davidsson (2003) also consider the ‘abductive approach’ which is 

typically a combination between deductive and inductive and is described as the process of 

switching between the theoretical and empirical framework. While it is true that provisional 

theoretical frameworks can be applied if during the research process, more insights are gained, 

this approach is therefore regarded to be more flexible and can be constantly adjusted.  

Furthermore, as Hyde (2000) posits, it is not easy separating both approaches in some 

studies due to fact that they can be used simultaneously throughout the research process. The 

research approaches therefore can be seen as the relationship between theory and the actual 

research (Bryman & Bell, 2007). To make clear distinctions, the inductive approach is one where 

theory is the result of the research study. This approach goes from the empirical data to the 

development of new theories or improvements on existing ones. Induction has been mentioned as 

the “road of discovery” from where empirical data is used to build new models and/or discover 

new theories and hence, conclusions are drawn based on own observations and experiences. On 

the other hand the deductive approach uses theory as a guide for empirical data. According to 

Bryman and Bell (2007), the deductive approach is characterized by a linear process. 
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For the purposes of this study, this thesis will therefore be guided by already existing 

theory on the chosen topic. Theory will be applied to the case and the proceeding analysis will 

elaborate the linkages between the two sections. This study therefore leans toward a deductive 

approach.  

3.2 Research Method 

According to Bryman & Bell (2007) there are two methods in social research used for the 

collection of empirical data i.e., quantitative and qualitative. The quantitative method utilizes 

many respondents and uses figures and quantities to describe the reality. Moreover this method 

which emphasizes on the quantification in the gathering and analysis of data more commonly 

utilizes an inductive approach, thus embodying a view of social reality. On the other hand, the 

qualitative method makes use of text in writing and is more interpretive in its nature (ibid).  The 

qualitative method is usually limited to a fewer number of respondents and has an in-depth 

investigation of the problem. Furthermore, qualitative research can be seen as a research strategy 

with emphasis in words and in the analysis of the data. It gives the researcher more flexibility 

when gathering data, which as mentioned before is characterized mainly by interviews, 

observations and documents. This method often leads to the testing of theory against social 

reality under study, hence giving the study a deductive approach of research (Bryman & Bell, 

2007). This study therefore utilizes qualitative methods for data collection. 

There are different methods of collecting qualitative data and according to Patton (2002) 

the three main methods for collecting accurate qualitative data are; interviews, observation and 

documents. Interviews are often guided by questions with the aim of getting in-depth responses 

about experiences, perceptions, opinions and knowledge. In addition, observation is the 

description of activities, actions, and behaviors among other observable human actions, whereas, 
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documents refer to written materials that can be found within the organization, surveys or official 

publications. Moreover, Axinn (2006) adds two more methods for the gathering of data for 

qualitative studies, which are; surveys and focus groups. 

In conclusion, in order to achieve the purpose of this study, a qualitative method is used 

which will facilitate the collection of rich data through in-depth interviews, publications and 

documents. Through conducting semi structured interviews with the suitable respondents relating 

to the case, an in-depth investigation of knowledge transfer is attained. Furthermore, using this 

method offers an advantage of higher flexibility in gathering of data, research analysis and 

interpretation of the information gathered.  

3.3 Case Study 

For the purposes of this study, the case study approach was considered. This approach is 

the most appropriate for capturing the complexity of knowledge transfer in developing markets. 

Furthermore, as stated earlier, each emerging market is unique and presents its own unique set of 

opportunities and challenges. Furthermore, due to due to the limited access and knowledge of 

firms in emerging markets that have successfully carried knowledge transfer to develop winning 

innovations for the market, a single case design approach was selected. Moreover, as Yin (2009) 

argues, an advantage of using single case studies is that the evidence collected can be considered 

more compelling and therefore more robust. Another major strength of case study data collection 

is the opportunity to use many different sources of evidence within the same bounded system 

(Yin, 2009). Moreover, it is appropriate when a social organization’s settings are intricate 

(Kaplan & Duchon, 1988). 

It is important to note that the unit of study is the case example which entails the 

development process and actors relating to how knowledge was transferred, and not just the 
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company within which this case belongs. Though this is a single case design study, there is a 

considerably extensive network of stakeholders to fit the theoretical claims of the topic under 

study.  

3.4 Data Collection 

The collection of data is generally divided into primary and secondary data. Primary data 

includes information gathered by the researcher through semi-structured interviews and 

observations, whereas, secondary data is the that which has been collected by another researcher 

or organization, for example research papers, articles, literature, etc (Yin, 2009). 

Since the main objective of the data collection using case studies is to gather information 

about actual human events and behavior, then it may be generated from sources such as; 

documents, archival records, interviews, direct observation, participant-observation and physical 

artifacts. One of the principles referring to data collection mentioned by Yin (2009) that was 

considered important is use of multiple sources of evidence in order to increase the reliability of 

the case study. Moreover, when using multiple sources triangulation of the gathered data can be 

done. According to Yin (2009) creating hybrid strategies in which multiple sources of evidence 

are more likely to be relevant. It is therefore worth noting that, “the use of multiple sources of 

evidence in case studies allows an investigation to address a broader range of historical and 

behavioral issues” (Yin, 2009, p.115). 

This case study will use three different types of sources; documentation, archival records 

and interviews. The research will be based on the interviews and complemented with 

documentation and archival records. The documentation source includes administrative 

documents, reports and internal records from the company. News and articles found in the mass 

media such as Internet and printed media are also fitted in this source (Yin, 2009). However, 

Page | 23  
Master Thesis, Halmstad University 



Open Innovation: A case study exploring Knowledge Transfer in Developing Markets 

though these give a good understanding of the subject, they may however not always be 

accurate. On the other hand, some interviewees may manipulate the information to create a 

positive impression, but to validate it usage of documents corroborates and augments evidence 

from other sources.  

Interviews are considered one of the most important sources of case study data. According 

to Yin (2009) there are three types of interviews for case studies. The first one is an in-depth 

interview, where the respondents are asked about the facts of matter as well as their opinion and 

it may take place over an extended period of time and maybe more than just one sitting. The 

second type is a focused interview, where the person is interviewed for a short period of time. 

The major purpose of these interviews might be to corroborate certain facts, and thirdly are 

structured questions, more alike to a survey. 

 In conclusion, for the achievement of the research purpose, this study will use an in-depth 

interview. However, in order to prevent diversion the use of an interview guide will be 

employed. 

3.5 Selection of the Respondents 

Since Safaricom is a large corporate telecommunications company with over 1500+ staff, 

getting the top managers as respondents was a challenge. However, due to the interest of this 

study, selection of Safaricom respondents targeted managers with links to the innovation 

department/unit. It was later found out that the innovation department had been dissolved and the 

previous staff re-assigned to other functional units. Therefore, the Business Development 

Manager overseeing the Rift valley region was available to respond to this questionnaire as he 

had sufficient information on the subject (Appendix 2, Interview 1). The interview was 

Page | 24  
Master Thesis, Halmstad University 



Open Innovation: A case study exploring Knowledge Transfer in Developing Markets 

conducted by phone on April 2, 2013 and lasted 30minutes. Prior to the call, an interview guide 

was sent via email and there were subsequent emails to clarify the subject of the interview. 

For the second interview, it was inevitable to contact Strathmore University because of its 

collaborative projects with Safaricom Ltd that are linked to the case-study MPesa product. 

Though contacting the targeted respondent was quite lengthy, I finally got an interview with the 

Dean of the Faculty of Information Technology (Appendix 2, Interview 1). The interview was 

conducted by phone on May 9, 2013. Interview questions were sent via email prior to the call 

interview. 

The third interview was a follow up from the second and it was with iLab Kenya, which is 

the research arm of Strathmore University dealing with the Safaricom partnership. The 

respondent is a senior lecturer who is involved in collaborating Safaricom Academy activities 

with Strathmore (see Appendix 2, interview 3). The interview was conducted on phone on May 

14, 2013. Interview questions were sent in advance via email.  

Lastly, the fourth interview was held with MKopa which is a spin-off from MPesa. After 

several attempts to get hold of the two founders-formerly of the MPesa development team, a call 

was agreed to. The respondent was the MPesa project leader, and now currently the Director of 

Operations at MKopa (see Appendix 2, Interview 4). Just like the rest, this interview was 

conducted through a phonecall on May 20, 2013. Interview questions were sent prior to the call 

and via email. 

3.6 Trustworthiness of the Study 

It is relevant to demonstrate that the research has accurate, confident and trustable 

outcomes (Bryman, 2007). The results obtained from the research should therefore demonstrate 

the credibility of the study.  Due to the single case design adopted for this study, the following 

Page | 25  
Master Thesis, Halmstad University 



Open Innovation: A case study exploring Knowledge Transfer in Developing Markets 

tactics were used to increase the data validity; pattern matching, explanation-building, addressing 

rival explanations and the use of logic models relating to the concept under study. Moreover, the 

conceptualized models adopted further ensure that the data collected is rigorous in nature. 

Furthermore, all the selected respondents are actively working in the entities related to the 

case study and hold positions that give them an overview of the aspects of the MPesa case. In 

addition, they are well qualified staff with good knowledge of innovation, product development 

and knowledge transfer, and thus making the information obtained much more relevant and 

trustable. Moreover, the use of documents obtained about the case and the related companies/ 

institutions from the Internet such as articles and other media releases, makes the information 

gathered more accurate and reliable (Yin, 2009).   

  

Page | 26  
Master Thesis, Halmstad University 



Open Innovation: A case study exploring Knowledge Transfer in Developing Markets 

4 Empirical Data 

In this chapter, a summary of relevant primary and secondary data collected about Safaricom’s 

MPesa are presented under various themes. The data presented is divided into two subsections; 

the case background which is a blend of secondary data from published reports about the case 

and some primary data taken from the interviews is included to ensure a good flow for the 

reader. The second section is Interview data which is organized according to the components 

under the conceptualized framework model in Chapter 2.  

4.1 Case Background 

The background of this case entails the history of how MPesa was developed. Information 

is taken from secondary data sources, such as the Annual Report, Vodafone report, and presented 

to give a full picture from interviews from persons directly involved with the project. The 

following subsections further elaborate how knowledge was transferred during the MPesa 

project. 

4.1.1 Safaricom Ltd 

Safaricom is one of the leading integrated communications companies in Africa with over 

17million subscribers (www.safaricom.co.ke). The company was incorporated in 1997, with the 

government owned Telkom holding 60% shares until 2007 when an Initial Public Offer (IPO) 

was held, hence Vodafone gaining 40% majority share (Wikipedia, 2013). Through the parent 

company, Safaricom has sister companies in South Africa, Egypt, India with whom business 

interactions occur regularly.  Safaricom has won prestigious awards for being the most 

innovative company in sub-Saharan Africa due to MPESA, Africa’s first SMS-based money 

transfer service. MPesa which stands for M-Mobile and Pesa- a Swahili word for money, allows 
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users to deposit, transfer and withdraw funds, and pay utility bills via text message. MPesa is 

considered to be a low risk solution that allows agents to pre-deposit a sum of money (called the 

“float”) into a bank account from which the electronic value is used to guarantee all customer 

deposits and withdrawals. Recently, Safaricom launched the “MPESA Prepay Safari Card” 

which is an international VISA card that can be used by MPesa subscribers who travel abroad to 

transact via the I&M banking network using funds from their MPesa accounts. 

4.1.2 MPesa’s Innovation and Knowledge Transfer Story 

Launched in March 2007 by Kenyan telecoms operator- Safaricom, MPesa which now 

has over 14 million users in Kenya is currently the world’s most successful mobile payments 

system. According to the International Monetary Fund (2011), MPesa processes more 

transactions domestically within Kenya than Western Union does globally, and provides mobile 

banking facilities to more than 70 per cent of the country’s adult population. In a 2008 report by 

Project Management Institute (PMI), Vodafone’s involvement in Kenya was,  

“…an opportunity to both further its influence in an emerging market and also offer 

much-needed service to Kenya’s poor”(p.60). 

In the same report, it is noted that Vodafone’s technical solution was primarily developed by 

Consult Hyperion, a British ICT firm, though the patented rights are under the Vodafone name. 

This firm later carried out a ‘front to back’ risk assessment of the IT platform in Kenya to ensure 

that MPesa would operate safely with minimal risks. Being a rather expensive project, Vodafone 

UK’s team leader Nick Hughes sought out initial funds from ‘Financial Deepening Challenge 

Fund’ (FDCF) which was granted with the aim of  
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 “…seeking to support innovative ways that commercial providers could address the 

needs of poor customers in ways that were commercially viable and had direct benefits to 

those poor customers” (p.60). 

This funding gave Vodafone roughly three years to start work on the MPesa project. 

Furthermore, according to PMI (2008)’s report, it was a fairly sizable timeframe in the fast-

moving telecom field, but one that proved vital as the team tackled the complexities of 

integrating mobile technology with Kenya’s limited, but highly regulated, financial 

infrastructure. This led to an 18-month intensive needs assessment and pilot on the ground 

headed by Susie Lonie, product lead- Vodafone mobile payments. The big issue was figuring out 

what to do because they knew roughly what the end result was, but turning into a reality 

especially when coming to terms with the differences in Africa’s infrastructure, education levels 

and the languages made it more complex (PMI, 2008). 

However, she was happy to finally have a team of young, energetic developers from 

Safaricom, to help bring the project to a close. Moreover, the technical aspects accounted for 

only a small part of the Kenyan regulators’ concerns about the project. The primary approval 

obstacle Mr. Hughes and Ms. Lonie had to overcome was the absolute novelty of their service. 

The country had no pre-existing provisions for payment services, no one in the Central Bank of 

Kenya or the Ministry of Finance knew how to handle Vodafone’s requests. According to 

Pauline Vaughan, head of MPesa at Safaricom, 

“The biggest challenge in launching MPesa was the ‘unknown’ factor surrounding 

regulatory issues; the lack of guidance and rules applicable to MPesa under current 

regulations. Our challenge was in working with the regulators to provide them the 

necessary reassurances on the security of the system and customer funds” (p.61). 
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 To show the system was legitimate and secure, the team leaders met with stakeholders, 

conducting demonstrations and answering questions. The team also relied heavily on Safaricom 

to help explain MPesa in terms that made sense to Kenyans. The Central Bank of Kenya’s desire 

was to enhance financial inclusion was an incentive to embrace the MPesa solution. Moreover, 

according to Mr. Hughes, they deliberately avoided a situation where they would simply drop in 

from Western Europe with a product and then showing them how to use it.  

“It was very much about building this locally and building those relationships locally as 

well”, said Mr. Hughes (PMI 2008, p.63). 

Moreover it was important that the right people were available to provide input in their specialty 

fields. While Vodafone staff who worked on the development of the service had better 

knowledge on the pilot learning, risks and technical workings, Safaricom employees had 

knowledge of the Kenyan environment (PMI, 2008). 

In MPesa’s first year, 2.5 million customers signed up for the service, with more than 

20,000 registering in the first month (see Figure 5, Appendix 1). Furthermore, Figure 6 

(Appendix 1) clearly shows the proportional impact of MPesa compared to other money transfer 

methods. The success in Kenya led to the February 2008 launch of an updated version of the 

service in Afghanistan (PMI, 2008). Furthermore, Vodafone has joined forces with Citigroup to 

develop an international transfer service. Companies can tackle tough social issues through 

projects like MPesa that offer the best of both worlds.  The innovation gives Kenyans who 

previously had no access to communications or banking services the opportunity to “engage in a 

wider society and economic system,” says Chris Burgess, head of strategy and operations at 

Vodafone. Of course, Vodafone, “gains the opportunity to enter a new market with plenty of 

potential to make some ‘pesa’”. 
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4.1.3 Collaborations with Strathmore University 

In 2011, Safaricom Ltd together with Strathmore University to establish a facility for 

developing mobile applications to exploit opportunities created by the fast growing 

telecommunication industry in the country (www.safaricomacademy.org). This facility called 

Safaricom Academy was offers a Master of Science in Mobile Telecommunications and 

Innovation.  The academy trains graduates with interest in telecommunications and provides 

entrepreneurial talent with certified qualifications and experiential training in collaboration with 

globally established institutions. 

Furthermore, Safaricom Academy works in collaboration with @iLabAfrica (which is the 

research arm under the Faculty of Information Technology at Strathmore University) to enhance 

the partnership by providing support to students as well as follow-up support upon graduation. 

Among the support @iLabAfrica gives to Safaricom academy is; Access to seed capital and to 

potential investors, Mentoring programs to help students develop realistic business plans, register 

their business, as well as providing advice on IP issues and opportunities of networking 

(www.ilabafrica.ac.ke). 

To support the entrepreneurial spirit, an incubation centre was created where 

entrepreneurs can conduct R&D in a professional conducive environment with the guidance from 

established specialists (Safaricom Annual report, 2011). According to the Dean of Information 

Technology, (personal communication, May 9, 2013),  

“[…] the incubator is a place where young innovation ideas are nurtured until they are 

ready to become full scale projects”. 
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4.1.4 MKopa 

MKopa is a mobile technology company incorporated in 2010 that offers Kenyans 

acquire solar power products by offering innovative payment plans and a suitable distribution 

channels to reach customers more efficiently (www.m-kopa.com). The main product- MKopa 

Solar provides affordable solar powered lighting and mobile charging to rural Kenyans on a pay-

as-you go basis via MPesa. Additional products under the same patent-pending technology are in 

pilot. 

The MKopa team includes founding members and executives of the MPesa money service. 

Nick Hughes (Director of Strategy) and Pauline Vaughan (Director of Operations) are former 

MPesa founders. Among their main partners are Safaricom Ltd, award winning solar lighting 

company- d.light among others. 

4.2 Interview Data 

The data collected from all three interviews is presented under the following four 

components of Table 1 and the conceptualized framework (see Figure 2). This structure was 

chosen in order to provide simplicity in relation to the framework that would later be analyzed in 

chapter 5. 

4.2.1 Context 

According to the Business Development Manager (B.D.M) Safaricom has several avenues 

through which they gain valuable inputs. The most obvious being the parent company 

(Vodafone). Safaricom also considers their subsidiaries in South Africa, India and Egypt to be of 

critical importance.  

“Generally speaking, more advanced markets tend to have products and systems that we 

may want to adopt” (personal communication, April 2, 2012). 
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If a subsidiary is doing well in a particular product, then we try to learn from them. For example; 

Mobile Money is Safaricom Kenya’s “baby”, so other subsidiaries go to Safaricom to learn how 

it was done and find ways to implement it in their individual markets. Moreover, customers 

contribute to the innovation process by provoking innovative solutions through customer 

behavior. When asked about the levels of interactions, the Business Development Manager 

(personal communication, April 2, 2012) responded saying, 

“Interaction occurs at all levels. However, during the R&D process, I can say that it is 

mostly at the departmental level, where middle managers or heads of departments may be 

involved. It sometimes gets too technical that it may only require people with good 

knowledge of the systems”. 

At the start of the MPesa project, the sender’s context was made up of highly skilled experts 

from Consult Hyperion and Vodafone social innovators. According to Pauline Vaughan,  

“Nick Hughes was a very experienced social venture innovator but he had no experience 

in emerging markets. On the other hand, Consult Hyperion had both highly skilled people 

and the knowledge necessary to make the project a success”, she said (personal 

communication, May 20, 2013).  

4.2.2 Actors 

During the development of MPesa, the initial actors were Vodafone UK, Consult 

Hyperion and Safaricom Ltd. Moreover, for its success they had to rely heavily on the network 

of agents, whose feedback was vital for the project. Moreover, according to the B.D.M (personal 

communication, April 2, 2012) within the Kenyan market, general ideas bounce back and forth 

between companies and customers. Safaricom tends to observe the way customers respond to 

particular products and then uses its expertise to enhance it. 
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“...for example; the free Call-back text message was developed when we observed that 

customers without calling credit placed calls but cut them off without allowing the 

receiver to pick the call up. Safaricom also has a product that allows customers to borrow 

small amounts of phone credit from one user to another”. 

From within the local market context, the dealers (distributors) are the most important 

partners. They may not be directly involved in the innovation process but they contribute by 

offering ideas on improving services, and then it’s up to Safaricom to work out the solution 

(B.D.M, personal communication, April 2, 2012). In the same way, customer’s feedback on a 

new product is critical before its launch into the market. Safaricom usually carry out a pilot on 

selected customers and dealers (distributors) and based on their feedback, they work on making 

sure it is efficient in delivering the value its intended for. However, from the International 

context, the B.D.M (personal communication, April 2, 2012) asserts that the parent company 

(Vodafone) plays an important role in new innovations.  

When asked about the criteria for selecting knowledge partners, the Business 

Development Manager (personal communication, April 2, 2012) said, 

“[…] one key element we look for when establishing a partnership is the financial and 

technical muscle with the partner. Such is the case with the dealers (distributors). The 

relationship has to be mutually beneficial, that is why we seek out subsidiaries with 

successful products or systems” 

Moreover, when Strathmore University pursued the Safaricom for a partnership, they did so 

because they believed that the company had good experiences with the success of MPesa, that 

they wanted to be a part of (Dean of IT, personal communication, May 8, 2013). 
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4.2.3 Content 

During the conceptualization of MPesa project, the main content that was transferred was 

the technology, skills and experiences. According to Pauline Vaughan, “Consult Hyperion shared 

their knowledge through training Safaricom teams about the system” she said, (personal 

communication, May 20, 2013). 

According to Safaricom’s Business Development Manager (personal communication, 

April 2, 2012) the kind of knowledge Safaricom gets from their partners is diverse and ranges 

from technical know-how, to business models, factory models etc.  

“For example we may look at India’s factory model and how efficient it is and implement 

it. Or we may get superior technical knowledge and skills from other subsidiaries. It all 

depends on the product being developed at that particular time or the relevance of a 

subsidiary’s product/system in improving the way we work here at Safaricom”.  

According to Safaricom, knowledge transfer is not necessarily a top-down process from the 

parent company in the UK. In some instances, Safaricom has received systems that were superior 

in the UK market but which could not fit in the local market and vice versa. 

 Moreover, the content of knowledge exchange between Strathmore and Safaricom is 

embodied in the students and embedded in the mobile applications they experiment with, 

according to the @iLabAfrica coordinator at Strathmore. 

4.2.4 Media 

According to the B.D.M (personal communication, April 2, 2012), Safaricom interacts 

with their knowledge partners mainly through conference calls with key functional personnel. 

For example; product analysts in Kenya, South Africa or India, will arrange a conference call to 
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discuss a pressing issue and come up with solutions. Occasionally there are exchanges of teams 

to and from various subsidiaries in order to gain hands-on experience. 

When asked about documentation procedures, Safaricom’s Business Development Manager 

(personal communication, April 2, 2012) responded by saying,  

“[…] we do not just gain knowledge for the sake of documenting it. We gain it in 

order to apply it and make it relevant to our market. Once it is successful then we 

proceed to document the procedures”. 

On acquiring knowledge partners, the B.D.M (personal communication, April 2, 2012) 

asserted that there is a mix in the relationships they have with the various partners. Some are 

obligatory, due to the fact that they are staff of the company and have no choice by to abide by 

the business norms and protocols. On the other hand, Safaricom’s knowledge partner 

relationships are based on mutually beneficial arrangements. In other words, each partner would 

like to get into an arrangement that would for example increase their revenue streams or profits. 

Issues of trust are generally covered in the patenting process.  There have been situations where 

some competitors have taken sued the company for patent infringement. He concluded by 

asserting that the IP rights protection is critical for any R&D process.  Safaricom uses the Kenya 

Industrial Property Institute (KIPI) for patenting issues. 
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5 Empirical Analysis 

Using the data collected from both primary and secondary sources, this section illustrates 

links from the study’s findings to literature reviewed earlier. Moreover, it is divided under three 

sections i.e. the Process perspective, the Mechanisms perspective and the types of knowledge 

transferred. These perspectives are pooled from the findings of the case and are important in 

understanding the ‘how’ of the KT process in Safaricom’s MPesa case. 

5.1 The Process 

Basing on Szulanski (1999)’s argument that KT should be viewed as a process, evidence 

from this case shows that knowledge transfer in Safaricom goes further than a one-time event, 

transcending into a multi-dimensional process. Though the case starts with KT at the 

interconnected level, it later leans towards the inter-firm level where stakeholders learn from the 

experiences of Safaricom. The process described in this section is therefore divided into four 

stages i.e. Initialization, inter-relation, implementation, and internalization (Szulanski, 1999). 

These categorizations provide a closer examination of how KT evolves and hence provides 

insights of the working of various organizational arrangements to enhance the transfer, informal 

managerial interventions and the design/redesign of mechanisms that support KT. 

5.1.1 Initialization 

The story of MPesa begins with remarks by Vodafone UK stating their motivation to 

increase its influence in their markets in developing countries such as Kenya. In this stage, 

Vodafone recognized the knowledge gap and tried to identify the type of knowledge to be 

transferred, evaluated the expected outcome as well as the type of transfer arrangement to be 

deployed (Szulanski, 1996). The initial challenge for Vodafone was the integration of a 
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microfinance institution (MFI) based loan disbursal and repayment system, which could fit into 

the local infrastructural systems. Therefore, the risk assessment audit enabled Consult Hyperion 

to design a solution that would integrate into the Kenyan MFI financial system that was in place. 

This resonate Kogut and Zander (1992)’s propositions that complex and causally ambiguous 

knowledge may be inert, and therefore its transfer requires re-construction and adaptation. 

Therefore, the back and forth comparisons to the created ‘template’ or ‘benchmark’ is crucial for 

a successful transfer (Nelson & Winter, 1982). 

In order to initiate the process, the relationship ties between Vodafone (the source) and 

Safaricom (the recipient) played a vital role (Inkpen & Pien, 2006). Moreover, since Vodafone is 

a parent company to Safaricom, the idea was better communicated which was embraced by 

Kenyan counterparts. This agrees with Hansen (1999) who argues that the effectiveness of KT 

exchanges largely depends on the ease of communication and the degree of ‘intimacy’ between 

the source and recipient. Besides the strength of ties, Hansen (1999) argues that the transfer is 

likely to affect the dispositions and abilities of source and recipient of the knowledge such that 

the motivation of the source may vary and is likely to affect the effort required to support the 

transfer. Moreover, Szulanski (1999) argues that the source must be perceived as trustworthy and 

reliable by the recipient. In this case, Vodafone was perceived as a trustworthy source and 

Safaricom was eager to collaborate. The result of this phase was a decision to start the project in 

joint collaboration with Safaricom Ltd. 

5.1.2 Inter-relation 

Under this stage, constructive dialogues commence between the source and recipient firm 

about what is to be transferred, when and to whom. This stage also includes identifying and 

solving problems resulting from incompatibility of systems, language, coding schemes and 
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cultural gaps (von Krogh et al., 2000; Szulanski, 1996). From this case, we see that Consult 

Hyperion who developed the technical system that supports MPesa carried out a robust risk 

assessment audit on in Kenya, which information they needed to proceed with the development 

of a low-risk solution. This agrees with Grant (1996) who argues that the coordinated efforts of 

individual specialists, who possess different types of knowledge, play a significant role in the KT 

process. In many developing markets, the operational risks for transferring technology are often 

considered high therefore, it is crucial for the source to get a full assessment of the risks on the 

ground.  

Furthermore, since the transfer process includes explicit and tacit dimensions (Nonaka, 

1991), its transfer process has to include both social (relational) and non-social conduits (Rulke 

et al., 2000). With regards to this case, social transfer channels comprised of personnel transfer, 

specialist knowledge groups (MPesa project team), face-to-face meetings, training, video 

conferences (Almeida & Kogut,1999). To facilitate ease of these activities, Grant (1996) argues 

that common knowledge permits individuals to share and integrate aspects of knowledge that are 

not common to the actors. Common knowledge such as language, symbolic communications, 

commonality of specialized knowledge were crucial in this stage.  Since English is a common 

language, communication between Vodafone, Safaricom and the local stakeholders was well 

facilitated. Moreover, beyond the tongue language are the forms of symbolic communication, 

specialized knowledge and familiarity of the same computer software which enhances efficiency 

and the intensity of communication (Grant, 1996). From this case, at some point of the project 

Vodafone incorporated Safaricom’s employees who understood the Kenyan environment better. 

Moreover, with regards to non-social transfer processes, mechanisms such as technology sharing, 

products, equipments were transferred to enhance the outcomes of the project.  
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5.1.3 Implementation 

During this phase, a selected group of key managers in charge of the process together 

with employees who are experts in the domain of the transferred knowledge unpack the newly 

acquired knowledge, re-interpret it and share tacit knowledge, observations and the new product 

development aspects (von Krogh et al., 2000; Szulanski, 1999). In the case presentation we see 

that one major challenge that the MPesa team had to address were regulatory issues. They had to 

meet several times with Central Bank authorities to explain the new system, its safety and the 

likely impact on the financial infrastructure in Kenya. Compatibility with the financial 

infrastructure was imperative for a successful launch of the product.  

Furthermore, this stage involved the involvement of a network of key stakeholders whose 

opinions were necessary for MPesa’s success. MPesa was therefore based on a service offering 

concept that would be dependent on a reliable network of agents and low risk management of 

electronic value. Due to the ambiguous nature of policies and infrastructure, businesses often opt 

to collaborate with already established or familiar networks, thus enhancing the knowledge 

absorption and integration highlighted by Tell (2012). An overview of the case’s network is 

illustrated below. 
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Figure 3- Network Model of the MPesa case 
 

The thick links between Vodafone UK and Safaricom as well as between Safaricom and 

its Distributors indicate strong relational ties. These reflect the extent of ‘intimacy’ and inter-

dependency between the actors. Furthermore, the links between Vodafone UK and Consult 

Hyperion are due to the system development aspect of the case. Consult Hyperion’s risk 

assessment of the Kenyan infrastructure and operational risks is indicated by the link to the large 

dotted sphere. Moreover, more links are seen between the Ministry of Finance and Safaricom, 

which were essentially developed during the formulation of the policies that would govern 

MPesa. On the other hand, from the case study, the Central Bank does not directly regulate 

Safaricom’s MPesa but rather goes through the Ministry of Finance and Communications 

Commission of Kenya (CCK). Weak ties (dotted) exist between Central Bank of Kenya and 

Safaricom due to the initial meetings that were held with the MPesa teams to obtain information. 
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Similarly, weak ties exist between Ministry of Finance and Distributors (MPesa agents) due to 

the fact that they are required to pay taxes. 

5.1.4 Internalization 

The transfer of knowledge is considered to be effective only when the knowledge 

acquired is retained (Glaser et al., 1983). Innovation studies have further emphasized that 

persistence with new knowledge cannot be taken for granted. The recipient must therefore 

institutionalize the utilization of the new knowledge in order for the firm to maintain the 

acquired status quo (Zaltman et al., 1973). This is seen with Safaricom which had to adapt itself 

to the new innovation. MPesa’s success created new organizational dynamics within Safaricom 

such as new international partnerships with providers such as Western Union, educational 

institutions such as Strathmore University and research centers such as @iLabAfrica. These 

activities by Safaricom are to ensure that the knowledge and experience they acquired through 

MPesa can be fully leveraged upon. Furthermore, we see evidence of two MPesa team leaders 

moving on to form new ventures that utilize the knowledge gained through the MPesa 

experience. 

5.2 Mechanisms of Knowledge Transfer 

In order to fully understand how knowledge is transferred, an analysis of the mechanisms 

suggested by researchers in preceding chapters have highlighted that it further transcends beyond 

the ‘types’ but to ‘how’ these are deployed within the developing markets. The analysis 

presented illustrates not only the novel project phase of MPesa but the subsequent success and 

spin-off developments. 
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5.2.1 Types of Mechanisms  

In the MPesa case, a key mechanism to facilitate the KT process is personnel movement. 

As highlighted by Safaricom’s business development manager, well skilled teams are often 

rotated to subsidiaries of Vodafone to South Africa, Egypt and India. This action agrees with 

Galbraith, 1990) who posit that moving personnel is a powerful mechanism for facilitating 

knowledge transfer.  Moreover to further reinforce the importance of this mechanism to 

emerging markets in the case of parent-subsidiary transfer is the use of expatriates (Hocking et 

al., 2004). These expatriates who are usually top management members possess special skills 

and easily access resources that the subsidiary would not normally have (Kogut & Zander, 1992). 

In this case, we see expatriate movement occurring when a team of Vodafone’s highly skilled 

staff were deployed in Kenya to lead the MPesa project. The patent holders were able to scan and 

select what knowledge and skills were transferable and necessary for the MPesa development. 

This evidence is crucial for knowledge transfer to and within the emerging markets context. 

Secondly, vital to the KT process in developing markets is the training. Given the 

generally low education and unskilled human capital in such markets, training is seen as a critical 

mechanism. Argote and Ingram (2000) posit that strengthening the people aspect through 

training to modify their knowledge reservoirs creates more effective results than doing 

otherwise.  Other researchers like Narteh (2008) have argued that in developing countries where 

labour turnover is high, depersonalization of specific skills is critical. Safaricom promotes 

training and upgrading personnel skills because in doing so, personnel are able to better equip 

themselves for new innovative solutions (Safaricom Annual report, 2011). Furthermore, through 

the establishment of ‘Safaricom Academy’ the company has taken a proactive position to train 

graduates who are interested in developing mobile telecommunication solutions. This is 
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emphasized by Strathmore University’s Vice Chancellor as an initiative of a good link between 

academia and industry while concluding that academia needs the support of industry to produce 

job-ready graduates. In developing countries, where there is high unemployment and yet 

availability of data capacity, huge opportunities are created for developing and commercializing 

affordable innovative applications (Safaricom CEO, 2010).  Moreover, the case-study findings 

show that through training of personnel, dealers, and end-users, Safaricom was able to develop a 

product that transformed the lives of millions of Kenyans and is now being transferred to other 

markets. 

Thirdly, technology transfer is highlighted as another vital mechanism for KT (Kogut & 

Zander, 1992; Cooke, 2005). Though streams of research argue that technology transfer is not 

efficient in developing countries due to the lack of indigenous capabilities to capitalize on the 

technology (Freeman & Hagedoorn, 1994), we would argue that it is indeed a challenge but 

definitely an efficient way to transfer knowledge and skills. Moreover, researchers such as 

Radosevic (1999) argue for this mechanism as a way in which developing countries can ‘catch-

up’ with their developed counterparts.  Marcotte and Niosi (2000) who argue that even though 

information may be may be made available to the technology recipient firm, the challenge lies in 

interpreting and adapting the technology. They argue that the technological skills to be acquired 

concern the adaptation and not the improvement of the products or processes that are transferred. 

From the case-study, we observe that Safaricom’s reception of the MPesa technology solution 

was met with great speculation. Given its novelty nature, MPesa project teams had to tackle the 

complexities of integrating their mobile technology with Kenya’s limited but highly regulated 

financial infrastructure. Moreover, the solution to be offered had to be easy to use for the average 

low-tech Kenyan customers.  
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Fourthly, KT mechanism of alliances, collaborations and other relationships have been 

studied and found to be critical for the knowledge transfer process (Baum & Ingram, 1998; 

Argote & Epple, 1995; McEvily & Zaheer, 1999; Hobday 1995; Wang et al., 2012). In 

developing countries, these relationships make up the starting point for most business 

interactions. In this case study, we see that Safaricom is partly owned by Vodafone, and this 

relationship was crucial for the innovation of MPesa. Moreover, we continue to see how 

Safaricom has partnered with University of Strathmore, I&M bank, @iLabAfrica etc to exploit 

the full potential of the MPesa innovation. From the interview with the Safaricom’s business 

development manager, emphasis was put on the collaborative behavior that the company has 

with its sister Vodafone subsidiaries in transferring knowledge and skills from MPesa. This 

further brings into light argument of Tsang (1999) who posited that learning between alliance 

partners is asymmetric because they learn with different intentions. While Vodafone provided 

the core technology and top management skills, they gained immerse expertise about doing 

business in developing markets.  

Fifthly, Interactions with suppliers and customers as argued by von Hippel (1988) is a 

critical mechanism. He further suggests that using the MAP approach (Manufacturer Active 

Paradigm), firms can generate knowledge of the needs of the customers, analyze the data, 

generate ideas, and screen ideas to best suit the end-users. This is often the case with developing 

markets today where innovation opportunities are need-driven as opposed to luxury-driven 

(Prahalad & Hart, 2002). More evidence is presented in the case of Safaricom Academy and 

@iLabAfrica interviews which emphasize that the solutions developed by the students are 

originally their own creative ideas. When industry contact Strathmore with issues reported by 

their suppliers or customers, the @iLabAfrica at Strathmore University takes it to the students, 
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who then work on innovative solutions. Moreover, in the case with the conception of MPesa, the 

Vodafone team had an idea on what they expected to be the outcome of the innovation, though 

they initially had no clue on how exactly how to implement it. This mechanism ensures that the 

final end-users of the product would actually benefit. The unbanked population of developing 

countries like Kenya often comprises of illiterate, poor and technologically un-savvy users. The 

developers therefore had to create product that would be simple and reliable enough to teach 

these potential users.  

From this case study, communication as a KT mechanism offered by Rulke et al. (2000) is 

not seen as an independent channel, but rather as a subset of all the above mechanisms. 

Moreover, the same can be argued for observation (Nonaka, 1991). With regards to patents and 

scientific publications as mechanisms put forward by Appleyard (1996), this case-study does not 

indicate strong evidence to support them. 

5.3 How the mechanisms are deployed 

5.3.1 Social technology transfer model  

Over several decades, developing countries have faced the latter model where the sender 

gets richer leaving the developing country’s users highly dependent on them, who then charges 

extra for every consultation. Using Kloppers et al. (2006) suggestion for emerging markets 

technology transfer, we see that Vodafone’s involvement in Kenya was regarded by them as an 

opportunity to broaden its influence in an emerging market but also offer a much-needed service 

to Kenya’s poor. As a result, the commercially viable innovation not only boosted Vodafone’s 

equity revenues but also had direct benefits to the customers in Kenya. Furthermore, since 

diffusion of technologies in developing countries is much slower, this approach is crucial in the 
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long term, where relationships that are formulated go beyond yielding financial rewards but also 

loyalty for future product development prospects.  

Therefore, a successful mode for technology transfer in emerging markets must therefore 

seek to exploit the recipient’s knowledge capabilities, build local capacity and as such create a 

win-win situation. Table 3 illustrates the two modes of transfer cited by Kloppers et al. (2006) 

with what happened in the MPesa case. 

Table 3- Comparison of two Modes of Technology Transfer with the MPesa Case 
 Commercial mode Social mode MPESA 

Motivation for 

participation 

Realize the value of IP 

through commercial 

exploitation 

Creating real positive 

social change through 

IP dissemination 

Motive to improve lives 

of the unbanked/ poor 

Kenyans, IP shared with 

Safaricom 

Technology 

Transfer paid 

for by 

Entity receiving the IP Government 

/Development Aid 

Organizations 

Government of UK using 

an aid fund 

Tech. Transfer 

facilitated by 

Technology Transfer 

office 

Academic staff/partner 

firms 

Safaricom as a partner 

Key outcome Financial gain for 

parties involved 

Impact through society 

changes in behavior 

caused by learning, 

sustainable 

development 

New Mobile transfer 

system takes over market, 

utility bills, school fees 

payments, etc 

Underlying 

principle 

Increase value through 

protecting your IP 

Become redundant 

through teaching others 

your IP 

Vodafone transferred IP, 

knowledge skills to 

Safaricom staff & later 

pioneer team members 

moved to new ventures 
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5.3.2 Joint Ventures 

In order to reduce the level of uncertainty and risk while operating in developing markets 

Czinkota et al. (1994) suggest seeking mutually beneficial business opportunities through Joint 

Ventures. This was the case with MPesa development, since it involved the use of common 

skills, attributes and resources. Through the use of harmonizing technology thus facilitating 

technology and knowledge transfer, Vodafone-Safaricom’s joint venture led to sharing of risks in 

the innovation process, while at the same time enabling both companies to gain significant 

market share. And as Mowery et al. (1996) proposes, Joint Ventures are a superior means to 

enhance positioning through capability learning and knowledge transfer. Moreover these are 

considered crucial for developing markets as posited by Freeman and Hagedoorn (1994) who 

emphasize that joint ventures leverage the developing markets’ knowledge capabilities, thus 

enhancing its competitiveness through the introduction of innovative products. From this case, 

we also see capability learning spreading to the local University. Since it was an innovation that 

was one of a kind, Safaricom had knowledge that the local Universities did not have. Following 

the success of the initial MPesa innovation, further joint research initiatives have been 

established between industry and universities to spread and further develop the knowledge for 

example through iLab at Strathmore University. Moreover, from this case, we also see that other 

forms of partnerships such as those between local Kenyan universities like Strathmore and 

Universities abroad for example; in Spain, Norway, Netherlands, USA among others to share 

knowledge through exchange studies. 

Joint Ventures play a very crucial role in developing countries’ knowledge transfer 

processes because this strategy goes beyond explicit knowledge (entailed in mere technology 

adoption) to tacit knowledge transfer entailed in technology transfers, personnel movements and 
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training. This argument for joint ventures in developing markets has been emphasized by 

researchers like Thomas (1998) who argues that strategies like licensing often benefits the sender 

in the short term, but does not have sustainable returns in the long term. However, Joint ventures 

benefit both parties and in the long term the receiver does not have to depend on sender. This we 

see in the case of MPesa, where Vodafone experts that worked on the MPesa project moved on 

to form new ventures like MKopa which uses mobile telecommunication data.   

5.3.3 Engaging the market 

Over the years, debates on whether the traditional ‘imperialist’ approach to carrying out 

business in developing markets was effective or not, has raised interest amongst researchers like 

London & Hart (2004) who suggest unique strategies. They argue that business models that rely 

on leveraging the strengths of the existing markets outperform those that focus on overcoming 

weaknesses. We see this in the MPesa case where Vodafone saw the unbanked population that 

had high demand for money transfers moreover they saw the strength in the access to mobile 

phones as something they could leverage. This further agrees with Burt (1992) who posits that 

firms should understand the local context and recognize the gaps in the social structures that 

need to be filled in order for them to be successful in developing markets. 

Business models for developing markets are now shifting away from targeting top-of-the 

pyramid clients to the majority bottom-of-the pyramid markets, through the developing 

relationships with non-traditional partners, co-inventing custom solutions and building local 

capacity (London & Hart, 2004). Evidence from the MPesa case clearly illustrates how 

Vodafone decided to use already existing Safaricom agent network to implement this novel 

solution. Rather than Vodafone simply selling existing software to the upscale market in Kenya 

they decided to go for non-traditional approach, a model that does not disrupt culture and 
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lifestyle of the local people. This action agrees with Prahalad and Hart (2002) who argue that 

emerging markets need an effective combination of local and global knowledge and not a 

replication of the developed systems. 

MPesa which was rolled out in Kenya with the unbanked end-user in mind was seen as a 

way to co-invent a solution for the targeted market as emphasized by the Safaricom respondent. 

By using local partners such as Safaricom and its agent network, a solution was co-designed that 

not only brought in economic returns but also impacted the way people live and do business in 

Kenya (London & Hart, 2004). Further links to this business model’s concept is seen with  

iLabAfrica where students have developed apps for farmers, the police and industry. This 

generally utilizes the existing social infrastructure while understanding the social context, as 

opposed to previous business models that drove products with the hope that social structures 

would eventually catch up. Therefore, developing markets are better served is organizations co-

design products from the bottom up as opposed to top-down, with local partners that understand 

the functionalities of the targeted markets. 

To further build on this concept, firms seeking success in developing markets must 

largely adjust to an environment where social not legal contracts dominate (de Soto, 2000) and 

where accurate information about the market is not readily available (Grosh & Glewwe, 1995). 

This implies that building local capacity is at heart of successful business models for knowledge 

transfer in emerging markets. Vodafone and Safaricom identified mutually beneficial 

opportunities that could build the capacity of existing institutions such government and 

universities respectively. This approach focuses on strengthening business-critical existing 

institutions in the emerging market, as argued for by London and Hart (2004). From this case 

study, we see that MPesa paved a way for future mobile applications to serve the unbanked when 
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the team convened with the Central Bank officials and Ministry of finance to draft appropriate 

policies thus strengthening the regulatory framework. 

In conclusion, throughout the MPesa case, we see that its success and that of subsequent 

innovations were largely dependent on a collaborative model that enabled the leveraging of the 

potential opportunities within the social context. Moreover, these were designed in a way that 

knowledge and benefits flowed between the sets of partnerships. This confirms Chambers 

(1997)’s position that in developing markets, the participatory approach will guarantee a 

situation where all parties are willing share information for the success of their businesses. This 

further leads to maximization of the functionality of the product offering through subsequent 

extensions of the business model to allow knowledge transfer. Evidence of the case is seen with 

MKopa’s founding which comprises of MPesa pioneers. 

5.4 Types of Knowledge 

In order to fully comprehend our case study, it is inevitable to understand the types of 

knowledge that are transferred between the actors. According to work Nonaka (1994), tacit and 

explicit knowledge interact interchangeably to create organizational learning. However from this 

case study, the knowledge category that is transferred leans more towards the tacit side though 

embedded in persons, systems, activities, projects. This therefore agrees with Horvath, (2000) 

who argues that knowledge is embodied in people and embedded in processes, organizational 

culture and routines. 

From this case study, we note that the main types of knowledge transferred occurred in 

different categories, as cited by Gaunt (2005). In the initial transfer process between Vodafone 

UK and Safaricom Ltd, the knowledge shared was in the form of equipment, proprietary 

processes and software. MPesa system was one such knowledge, and was embedded in the 
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project and the product itself. Furthermore after the launch and successful implementation of 

MPesa, we see that the knowledge category in form of Institutional patterns such as policies, and 

business systems were transferred. An example is taken as being, the formulation of the new 

protocols and regulations governing the money transfer product. Later after the roll-out of 

MPesa, Safaricom personnel, the Vodafone team and the MPesa agents gained technical 

understanding and new skills. This knowledge was transferred through training, new 

experiences.  Furthermore from the case study, subsequent knowledge has been transferred from 

Safaricom to the Strathmore through teaching of the Masters program at the Safaricom 

Academy. 

However, what the case does not give as evidence, is the do not have as evidence is the 

Information and facts that are dispatched through research reports, patents or libraries and 

available on the web, as suggested by Gaunt (2005). However, we generally find that the 

embedded nature of knowledge resides in the personnel, the systems and projects. 

To conclude, the types of knowledge that is transferred during open innovation processes 

in emerging markets can be argued for to comprise of mainly tacit knowledge and is embedded 

in multiple reservoirs (Argote & Ingram, 2000) 

5.5 MPesa’s Knowledge Transfer 

To relate all the empirical analysis discussion to the earlier conceptualized framework (see 

Figure2) in the literature review, we end this chapter by illustrating it in the Figure 4, below. 
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Figure 4- Knowledge Transfer Model for the MPesa case 
 

The initial knowledge is seen to have been transferred from the UK as the sender’s context. From 

the case we find that the MPesa system was developed by Consult Hyperion in the UK who later 

handed over the product to Vodafone. Vodafone holds the patents and ownership rights of 

MPesa, hence the arrow pointing away from Hyperion. While evidence from the case study 

shows that Consult Hyperion conducted a robust risk assessment in Kenya, during the process of 

developing the system, there is little evidence as to whether Safaricom co-developed the system. 

On the other hand, we see that this case did not utilize an intermediary as is the case with such 

knowledge transfers, where the sender resides in different context from the recipient (Cummings 

& Teng, 2003). Moreover, we also find that knowledge which was embedded in; people (e.g. 

experiences, skills); technology (MPesa systems, architecture) and activities (e.g. departmental 

routines) were transferred. For example, the exchange of experienced personnel such Vodafone’s 

former head of mobile payments to Kenya to develop the MPesa brought about new prospects 

within the recipient’s context i.e. Safaricom. This case study also indicates that the inter-

contextual domains with closely tied relationships made this KT successful (Inkpen & Pien, 
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2006). Furthermore, while co-designing products or systems for emerging markets, London & 

Hart (2004) emphasize the utilization of local institutions and social infrastructure. Evidence 

from the Safaricom respondent shows that the agent network was crucial for the success of 

MPesa moreover, in emerging markets, trust is essential for business dealings. While the agents 

had to rely and trust that MPesa was a safe solution, Safaricom strengthened confidence in the 

product by carrying out additional reviews, as seen from the case. Lastly we see that the iLab in 

Strathmore plays a sustainable knowledge transfer role, by their engagement with Safaricom to 

further utilize the vast data reservoirs, while innovating for the market. 
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6 Conclusion 

In order to answer the following research question presented in Chapter 1; 

How is knowledge transferred during open innovation processes of firms in developing 

markets? 

Since knowledge transfer involves the transfer of both explicit and tacit knowledge, firms in 

developing countries that engage in Joint Ventures not only gain tangible assets in the form of 

technological products and systems, but also gain invaluable tacit knowledge. In comparison 

with other forms of inter-firm collaborations such as licensing, which tend to withhold tacit 

knowledge, Joint ventures illustrate a more effective strategy for tacit transfer. Therefore, due to 

the limited supply of highly skilled resources, developing countries can benefit from strategies 

that promote learning through both avenues of knowledge. Moreover, it is shown that tacit 

knowledge facilitates sustainable knowledge development and consequently, sustainable 

innovativeness. In addition to the Joint venture argument, it is illustrated that strong relationship 

ties between the knowledge sender and recipient enhance a much wider impact within the 

contexts they operate. The parent-subsidiary relationship between Vodafone and Safaricom 

serves as a relevant example. 

 Secondly, lack of support infrastructures developing countries does not deter firms in these 

markets from pursuing new knowledge capabilities. These initiatives driven by industry and 

private institutions are often funded by external partners create new market opportunities for 

external stakeholders. New players are then attracted to use the same strategy for example; 

Samsung and Nokia which have ongoing projects with Strathmore in order to join 

telecommunication boom. Therefore through such avenues, firms in developing markets are able 
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to foster the innovative climate despite government support and consequently enable markets to 

expand into untapped territories that were previously excluded. 

Thirdly, though several mechanisms can be deployed to transfer knowledge, we see that the 

most effective mechanism for developing countries is through personnel exchanges. Other 

mechanisms of knowledge transfer such as training, collaborative relationships, technology 

transfer serve as supplementary to support core knowledge exchange initiated by personnel 

movement. As illustrated in earlier sections, less structured (tacit) knowledge reservoirs reside in 

people and are often difficult to articulate and capture (Hildreth & Kimble, 2002). Therefore, 

skilled experts from firms with superior capabilities could are temporarily placed in a recipient’s 

context, while staff from receiving firms could be placed within the sender’s context to enhance 

this type of knowledge transfer. For examples; expatriate deployment from Vodafone to Kenya 

during the development of MPesa and the ongoing exchanges between Safaricom employees 

with Vodafone subsidiaries in Egypt, India and South Africa which led to the sustainable 

innovativeness. 

Fourthly, knowledge transfer could occur on all levels such as; department level, the top 

management level, and macro-economic level. Evidence from the case illustrates that KT in 

developing markets for innovation may be influenced from the top down, but can be sustained 

with bottom up innovations. Moreover, we also see that government institutions in emerging 

markets are strengthened when they develop new policies in joint consultation with innovating 

large firms to regulate the nature of new innovations and hence creating new infrastructure 

systems. An example is taken from how the Central Bank of Kenya formulated novel policies to 

regulate MPesa operations and future mobile banking solutions of similar nature. 
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Fifthly, despite the ambiguity of intellectual property protection in developing markets, 

firms are not afraid to innovate for fear of ‘idea stealing’. This partly attributed to the trade-off 

between the costs and benefits of innovation within these contexts. Moreover, since research and 

innovation capabilities are still generally lacking in such markets, the risks to loss of core 

competences are minimal because it is not always obvious that the ‘stealer’ would have the right 

competences to turn the IP into a valuable innovation nor develop a commercially successful 

product. Nevertheless, some firms in developing markets indeed take necessary measures to 

patent their knowledge. For example; iLabAfrica supports student entrepreneurs to get their 

mobile applications patented through the legal arm of the Strathmore University. 

As stated in the introduction, the gap between formal financial institutions and the unbanked 

is still large in many developing markets. Solutions such as MKopa Solar that serve rural 

populations simply illustrate the untapped potential in these markets. The potential for mobile 

money remains promising, it therefore can be concluded that the next generation of success 

stories in this sector will help shape innovations that will enable hundreds of millions of the 

world’s citizens to participate more effectively in the global economy. 

Last but not least, foreign firms that seek success in developing markets through the 

introduction of innovative solutions could start by understanding the nature of their potential 

markets and by focusing on bottom-up business creation. In other words, the businesses created 

should be based on identifying, leveraging and building upon the existing social infrastructure. 

Moreover, low cost ventures should largely incorporate the untapped markets and communities, 

a concept termed ‘social embedded-ness’ by London and Hart (2004).   
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7 Implications and Limitations 

7.1 Managerial Implications 

Based on this study’s findings some recommendations to leverage upon knowledge transfer in 

developing countries are presented in the following paragraphs. 

Firms in emerging markets should seek to maintain flexibility in their business model in 

order to allow user communities, non-traditional partners to innovate proactively, thus further 

boosting both economic and social gains.  

Though there are wide-spread beliefs that emerging markets’ poor populations are in dire 

need for emergency help, it is also seen that firms that have instead used an approach to leverage 

this majority bottom-of the pyramid markets, through building local capacities and sharing their 

knowledge sources, have succeed in gaining sustainable growth. 

Firms that intend to seek new markets should understand that succeeding in emerging 

markets requires long term commitment to sustainable knowledge transfer. This entails the 

transfer of tacit knowledge and not just explicit knowledge. The most effective mechanisms can 

be done through; the temporary exchange of personnel teams and the use of expatriates for 

highly specialized functions. 

Successful local firms should pursue relationships with existing institutions such as 

Universities to encourage continuous exchanges and flows of knowledge that not only profit the 

firms but also strengthen these institutions. Firms can do this through forming joint venture 

projects as was the case with Safaricom Academy’s masters program.  

Large firms with large resource bases and capabilities should diversify their target markets 

away from the highly competed for minority at the top-of-the pyramid. More business 
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opportunities should be considered for the bottom-of-the-pyramid markets which majority who 

comprise of 60-80% of developing market populations. 

In addition to the above recommendations, it is a common practice for developing market 

firms to adopt mature technologies from western senders and this has crippled the ability to 

develop relevant market oriented products for these markets. As such, firms should focus on 

committing to sustainable development through the actual building of capabilities for innovation. 

Needless to say, firms from developed markets should continue to pursue joint ventures with 

developing market firms. This opens up their own learning experiences as we saw with 

Vodafone UK, and it further creates new opportunities to transfer the knowledge gained into new 

ventures, as it was with MPesa’s pioneers who founded MKopa. 

Last but not least, emerging markets present tremendous opportunities for new businesses 

which may be hidden in the limitations. However, by tapping into the existing social and 

physical infrastructure, firms strengthen these institutions while at the same time, saving on 

resources and time used to build them from scratch. 

7.2 Policy Implications 

There is an eminent need for favorable policies to stir up an innovative climate in developing 

countries. Policies to reward innovativeness through funding of R&D would encourage 

institutions such as Universities and schools to pursue this area. Moreover, new educational 

approaches should be adopted if these economies desire to actively participate in the global 

economy. 

Developing countries can successfully transfer knowledge if well defined, goal oriented 

strategies are in place. The formulation of these strategies must involve key stakeholders such as 

Universities, public and private research institutions, large and medium sized firms. 
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The government could pursue the partnerships with foreign and private sector investors to 

partake joint ventures in establishing national infrastructures such that the locals can gain 

invaluable and sustainable tacit knowledge, rather than simply receiving donor funds. In addition 

to the example in this case, there is a much hyped trend towards collaborating with Chinese 

companies. 

7.3 Future research 

Due to the limitations of this study, future research should consider more successful open 

innovation case-studies. Furthermore, the success story in Kenya cannot be generalized for all 

developing markets therefore a cross-country study could further validate the findings of this 

study. Future research should also look into knowledge transfer across various sectors besides 

the telecommunication sector. Some recommendations for future research derived from this 

study include and are not limited to the following; 

i. It would be interesting to examine how spin-offs evolve from one large innovation project in 

emerging markets. As seen in this study is the case with MKopa whose founders were 

pioneers in the MPesa project. 

ii. Traditional knowledge transfer mechanisms used intermediaries that targeted specific 

partners, however from this case, Vodafone UK was directly involved in the knowledge 

transfer. It would therefore be interesting to study in-depth on how whether direct 

involvement or the use of intermediaries in emerging markets is more effective. 

iii. From this case, we found that large private companies drove growth through identifying and 

exploiting the opportunities in the market without the help of the policy makers. Future 

research could therefore investigate and compare growth created by government driven 
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initiatives with private driven initiatives to determine which of the two has a larger 

sustainable impact in emerging markets. 

iv. Moreover, according to Grant (1996) common knowledge is identified as a prerequisite for 

knowledge transfer. It would be interesting to study to what extent the common knowledge 

must be for a successful transfer. For example; how much common knowledge should 

expatriates know about the recipient before they move into their context? 

v. When policy makers are drafting policies for innovation in emerging markets, would they 

involve industry? Are the decision makers comprised of highly skilled stakeholders from 

that fully understand the industry dynamics? Future research could look into to this, in 

addition to studying the shift from government support to industry. 

vi. Last but not least, it would be interesting to compare Intellectual Property systems with 

Innovations in developing markets. As an example, would be relationship between having 

IP protection and an export-oriented product.   
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Appendix 1 

Figure 5- Access to formal services in 2006 Kenya (FinAccess, 2006) 

 

Figure 6- Growth of MPesa Users in millions (FinAccess 2009) 
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Figure 7- Customer usage of MPesa compared to other money transfer products 
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Appendix 2:  

Interview 1: Safaricom Limited, Kenya 

Respondent: Moses Kimutai 

Business Development Manager 

Duration: 30min 

Date: April 2, 2013 

 

1. Who are your knowledge partners? 

There are several avenues through which we gain valuable inputs. The most obvious being our 

parent company (Vodafone). Safaricom also considers our subsidiaries in South Africa, India and 

Egypt to be of critical importance. Generally speaking, more advanced markets tend to have 

products and systems that we may want to adopt. If the subsidiary is doing well in a particular 

product, then we try to learn from them. For example; Mobile Money is Safaricom Kenya’s 

baby, so other subsidiaries have come here to learn how it was done and find ways to implement 

it in their individual markets. Customers contribute to the innovation process by provoking 

innovative solutions through customer behavior. In the Kenyan market, general ideas bounce 

back and forth between companies and customers. Safaricom tends to observe the way customers 

respond to particular products and then uses its expertise to enhance it. For example; the free 

Call-back text message was developed when we observed that customers without calling credit 

placed calls but cut them off without allowing the receiver to pick the call up. We also have a 

product that allows customers to borrow small amounts of phone credit from one user to another. 
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2. What type of knowledge do you get from them? 

The kind of knowledge we get from our partners is diverse and ranges from technical know-how, 

to business models, factory models etc. For example we may look at India’s factory model and 

how efficient it is and implement it. Or we may get superior technical knowledge and skills from 

other subsidiaries. It all depends on the product being developed at that particular time or the 

relevance of a subsidiary’s product/system in improving the way we work here at Safaricom. I 

should add that knowledge transfer is not necessarily a top-down process from the parent 

company in the UK. Several times, we have had systems that seem superior in the UK market 

that cannot fit in the local market and vice versa. 

3. Who are your most important local and international knowledge partners? 

Locally, I would say that the dealers are the most important partners. They may not be directly 

involved in the innovation process but they contribute by offering ideas on improving services, 

and then it’s up to Safaricom to work out the solution. In the same way, customer’s feedback on 

a new product is critical before we launch it into the market. We usually carry out a pilot on 

selected customers and dealers (distributors) and based on their feedback, we work on making 

sure it is efficient in delivering the value its intended for. 

Internationally, the parent company (Vodafone) plays an important role in new innovations.  

4.  Could you rank them from the most important to the least? 

It is difficult to rank the most important due to the fact that their contributions vary depending on 

the product/process at hand. However, we can say that that depending on the stage, each partner 

is critical. For example; the dealers are critical when it comes to commercializing the innovation. 

Without them, the product would be useless. As an example our MPesa product would not have 
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reached the remote areas, without the network of distributors who understand the challenges on 

ground. 

5. Why are the selected the most important? 

Like I said before, there is no specific ranking that can be allocated due to the various roles each 

of them plays.  

6. How do you interact with your knowledge partners? 

Generally, we interact through conference calls with key functional personnel. For example; 

product analysts in Kenya, South Africa, India will arrange a conference call to discuss a 

pressing issue and come up with solutions. Occasionally there are also back and forth 

movements of teams to various subsidiaries to gain a hands-on experience. 

7. On what levels do you interact? (Individual, Departmental, Group etc) 

Interaction occurs at all levels. However, during the R&D process, I can say that it is mostly at 

the departmental level, where middle managers or heads of departments may be involved. It 

sometimes gets too technical that it may only require people with good knowledge of the 

systems.  

8. How do you document the knowledge you share or gain from them? 

I can say that we do not just gain knowledge for the sake of documenting it. We gain it in order 

to apply it and make it relevant to our market. Once its successful then we proceed to document 

the procedures. 

9. How did you come to be partners in the first place? How did you find them? 

There is a mix in the relationships we have with the various partners. Some are obligatory, due to 

the fact that we are staff of the company and we have no choice by to abide by the business 

norms and protocols. On the other hand, our knowledge partner relationships are based on 
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mutually beneficial arrangements. In other words, each partner would like to get into an 

arrangement that would for example increase their revenue streams or profits. Issues of trust are 

generally covered in the patenting process. We’ve had situations where some competitors have 

taken us to court for patent infringement, though that is a whole other story. I truly believe that 

the IP rights protection is critical for any R&D process. We use the Kenya Industrial Property 

Institute (KIPI) for patenting issues. 

10. How did you build this knowledge transfer relationship to this point? 

For starters, one key element we look for when establishing a partnership is the financial and 

technical muscle with the partner. Such is the case with the dealers (distributors). The 

relationship has to be mutually beneficial, that is why we seek out subsidiaries with successful 

products or systems. 
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Interview 2: Strathmore University  

Respondent: Dr. Marwanga Reuben 

Dean of Faculty of IT 

Duration: 25mins 

Date: May 9, 2013 

 

1. How did your relationship with Safaricom start? 

The University often drives to initiate relationships with the companies/corporate firms. We 

usually send our students to work in the firms as interns. It is therefore a win-win situation. The 

Safaricom collaboration was a unique one. The main aim of our collaboration is to develop Apps 

that can eventually be commercialized. We pursued Safaricom and with the help of iLab (which 

is a section of Strathmore), we were able to develop a mutually beneficial collaboration for 

research and development. The relationships that develop always start when the company has 

issues but doesn’t quite know what the root problem is, sometimes customers have issues that 

they don’t seem to be able to solve. Sometimes the issues are very fuzzy on both ends, so the 

University has to Listen carefully and try to interpret the problems. Students and lecturers come 

together to solve the problem. 

2. What types of products have you developed together? 

Our main types of products are mobile technologies applications. We have other projects with 

mobile telecommunication companies that running in parallel; e.g. with Samsung and Nokia that 

are addressing local market problems. We are yet to receive a team from Samsung’s South 

Korean office. 
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3. What issues do you have with Intellectual Property Management? 

We have the Kenya Patents Office and the Copyrights office which deals with software property 

and are located at the Attorney General’s office. Strathmore also has a Law School that is 

equipped with experts in Intellectual Property. However, patent issues do not hinder us from 

innovating. We just go ahead and develop solutions and worry about the patenting later on. As 

you may know, the systems are not well functional but we have to still go ahead. 

4. How closed or open is your R&D? 

We have Incubators, an Idea I started upon my return from the USA where we nurture young 

innovative ideas. We have no high-level super technology secret innovations that would call for 

us to close up the R&D. So I must say that it is quite transparent process. However, we have only 

a few projects in the “Open-source” 

5. How do you retain knowledge you gain from the innovative experiences? 

Well, we always encourage our students to take their innovative solutions and commercialize 

them, start businesses etc. But at the same time we encourage the sharing of the outcomes of the 

innovations. We still haven’t clarified the legal side of equity sharing of the innovations that 

spin-off from the university. It is something in the pipeline that we are discussing about. 

6. What types of partners do you have? 

We have the Strathmore Foundation in the USA that basically raises funds from sources willing 

to share. It also helps in reducing on the taxation fees for the university. With regards to funding, 

we have several donors, EU project collaborations, and some from Kenya’s National Council of 

Science and Technology. We also have several exchange programs with Universities in Spain, 

Norway, Netherlands to mention but a few. 
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7. What do you see as the major difference between your prior research experience in the 

US and Kenya? 

The main difference is the support infrastructure for Science and Technology driven by 

government. While in the US, there was enormous funding for physical sciences from the 

Federal government, the State down to the county. They understand that new products and 

innovations are the future for their economy. This is not the case in Kenya. Policy makers are yet 

to understand the state of urgency for research. One thing I did upon my return from the US, was 

to educate people in the National Council of Science & Technology about what I wanted to do 

and why I believed that research should be a priority. Besides that, the demand side is still 

lagging. Lecturers are not motivated for research due to low committed sparked off by their own 

extrinsic benefits. 
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Interview 3: Strathmore University- @iLabAfrica 

Dr. Everlyne Makhanu 

Lecturer and coordinator for @iLab/Safaricom partnership 

Date: May 14, 2013 

Duration: 30mins 

Through collaboration between Strathmore’s iLab and Safaricom Ltd, innovations spinning out 

of the University are no longer shelved. iLab’s support towards the development of innovative 

telecommunications applications relevant for the Kenyan market, is changing the way knowledge 

is acquired, retained and developed hence changing the dynamics in developing countries.  

1. How did the relationship with Safaricom start? 

We approached Safaricom Ltd due to their strong market position and involvement in Corporate 

Social Responsibility. We saw them a good potential partner, and so we wanted to be part of 

their great success story. Good enough Safaricom was open to having talks with us. And the 

result is what you see now at Safaricom Academy and iLabAfrica. 

2. What types of products have you developed together? 

iLab works in collaboration with Strathmore to develop mobile apps that are relevant to the 

Kenyan market. Through Safaricom Academy, the pioneer students that have recently graduated 

have developed apps such as; one for the Police to centralize data, Marketing app for a local 

company, m-Farming app that helps farmers access markets for their produce etc 

3. What kind of knowledge is exchanged between Strathmore University and Safaricom? 

Strathmore University sends lecturers to Safaricom Academy to teach the students. On the other 

hand, Safaricom provides an environment for students to creatively come up with mobile 

application solutions that meet the current needs in the market. 
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4. Does the concept of telecom leapfrogging apply in this case? 

I think this is only the beginning. The market is largely untapped and their exist tons of 

opportunities. We have already seen how Mobile telecommunications are changing lives and we 

believe we are yet to see much more.  

5. What has been the biggest challenge and how have you resolved it? 

One of our main challenges is the IP protection for the apps that the students develop. We are 

concerned about it and working quite hard with the legal arm of the University to ensure that the 

students can own their own developments through protection. 

6. How do the students develop their innovations? Do you use external help? 

The students’ ideas are original. They are completely novel to both us & the industry. Once 

industry approaches us with a problem, the students brainstorm and work creatively to come up 

with a solution. In this way, we can say it is pretty closed.  

7. What knowledge do you contribute to Strathmore-Safaricom academy? 

Firstly, through the Master’s program, the students start with the basics of programming in 

module one. They then proceed to module two, which is business communication and 

entrepreneurship. In module 3, the students proceed to the Incubation center. In the incubation 

stage, the student’s start working with Safaricom and other industry partners to nurture their 

ideas. For starters, Safaricom has access to valuable data that these students can use to proceed to 

test their ideas. This goes on until the ideas are ready for the market. 

In addition, we also have ongoing projects with Ericsson and Samsung that are building a 

research center. It is still a new project, but the idea here is that these companies sponsor students 

to be researchers in field of telecommunications. These will later become very valuable resources 

for the research centers. 
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8. Do you involve the potential users during your R&D processes? 

Since this is still new, having started in 2011, we are yet to come to that point where customers 

are directly involved in R&D. But for now, the ideas are generated by the students themselves 

and are pushed to the market. The impact or outcomes of these applications on the customers 

will take time to become evident.  
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Interview 4: MKOPA 

Respondent: Pauline Vaughan 

Director of Operations at MKopa & Former Head of MPesa at Safaricom 

Duration: 25min 

Date: 20th May, 2013 

 

With the remarkable success of MPesa, we see more products or applications spinning off from 

the supposedly expert knowledge base attained- one such product is MKopa. 

1. Could you describe what triggered off the MKopa venture? 

Firstly, we recognized that MPesa was growing rapidly, we had a massive data from people all 

over the place, and then we saw that there were so many ideas that could use the amount of data. 

We saw that that there were so many people without access to electricity and neither could they 

afford it. So, we thought that using some mechanisms of MPesa, we could perhaps provide them 

with a solution based on solar energy. 

The key motivation question was, “What can we do to help customers save money?”  

So through conducting several pilots, we were able to get a solution that worked. Through 

MPesa we were able to provide our customers solar panels on credit. The good thing is that we 

do not have to meet them face to face but can always have their payments made on time. Once 

they default, we have a system that disconnects the solar panel until they start paying again. So 

basically, the technology is different from that of MPesa, but we utilize the micro-finance 

function of MPesa to collect payments. 

2. How did your MPesa experience contribute to MKopa’s development? 

The MPesa experience was new. Everything was new to me. Though I was a Safaricom 

employee and had a lot of experience managing projects, MPesa was something else all together. 
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There were rapid changes in the market given the mobile telecommunications successes. MPesa 

challenged us to get onboard with new ideas, new ways of thinking, new projects etc. It carried 

some degree of financial risk, but we were able to manage it. 

3. Was there any specific type of knowledge that you may have learnt from Vodafone? 

Actually most of the MPesa experience was based on trial and error. Nick was a social venture 

innovator when he was at Vodafone. But I must admit that MPesa experience was new to him as 

it was with us all. I personally was born in Kenya and have spent all my life here. I have a pretty 

good knowledge of the Kenyan market or rather of emerging markets. 

4. What type of knowledge exchange took place between Hyperion, Vodafone and 

Safaricom? 

Since Hyperion Consult was the initial developers at the conceptualization stage of MPesa, they 

did work a lot with our teams. They had very experienced people and knowledge. They worked 

closely with both the Vodafone team and the Safaricom during that the initialization stages. Once 

the product was ready, they did train and share their learning experiences with various teams. 

5. What is the future of MKOPA, do you see new innovations spinning off from it? 

Since MKOPA is relatively new product, our current focus is making the most out of this 

opportunity. We want it to be a very conducive option for clients, due to its money saving 

advantage. We would also like to have a wider market/ customer acceptance of the product. So 

that is our current focus. We however cannot rule out any future possibilities. 
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