Figure 10: Causal loop for business model representation in developing countries, including representation of type of
consequences and early stage priorities.
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9.4. Business model components into choices/consequences framework
(Step D)

Introducing business model subcomponent

After identifying, which early stage priorities is achieved by the consequences generated from the
specific choices and the identification of which of the consequences as flexible or rigid, the authors
have identified the subcomponents that are related to these. The linkage is shown in table X.

Based on the consequences’ rigidity and flexibility and whether they affect the early stage priorities
positively and negatively the authors have identified the choices and consequences that are critical.
As presented, the authors will introduce the subcomponents that are affected from the choices and
consequences. The reasoning behind this is the untraditional view of business models as choices and
consequences presented by Casadesus-Mansanell and Ricart (2010). Therefor the authors want to
make the connection to the traditional way of looking at business models and introduce the
subcomponents.

Table 23: Identifying business model subcompoents related to the choices and consequences.

Priority Overall choices | Choice Consequences Flexible | Subcomponent
/[rigid
Get Enable Offer product/service | Enough customers as Flexible | Value proposition
enough customers to at a low price suitable offering enables Revenue model
customers | payand customers to pay
compete with
subsidized Consumer credit Enough customers as Flexible Value proposition
solution Themselves suitable offering enables Revenue model
MFI partner customers to pay Partnership
May require a high Rigid Value proposition
customer base dependent Revenue model
on solution, and thereby
challenge getting enough
customers
Access workers | In-house Able to perform value Flexible | Capability
creating activities, in order Value configuration
to get enough customer
and expanding
Partner Able to perform value Flexible Partnership
creating activities, in order Value configuration
to get enough customer
and expanding
Provide Access workers | In-house Able to perform value Flexible | Capability
well creating activities, in order Value configuration
enough to get enough customer
service and expanding
Partner Able to perform value Flexible Partnership
creating activities, in order Value configuration
to get enough customer
and expanding
Deliver Access workers | In-house Able to perform value Flexible Capability
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well creating activities, in order Value configuration
enough to get enough customer
and expanding
Partner Able to perform value Flexible Partnership
creating activities, in order Value configuration
to get enough customer
and expanding
Expand to Raise money Private investments
new
customers Public investments
and subsidies
Access workers | In-house Able to perform value Flexible Capability
creating activities, in order Value configuration
to get enough customer
and expanding
Partner Able to perform value Flexible Partnership
creating activities, in order Value configuration
to get enough customer
and expanding
Slow growth when Rigid Partnership
expanding to new areas Investment model
Avoid initial Provide Low costs, due to offering Flexible | Value proposition
investment product/service with makes it possible to expand Costs structure
costs low initial investment | with less money
costs
Get Raise money Private investments
enough
money to Public investments
cover costs and subsidies
Enable Consumer credit Need enough money to Ridig Revenue model
customers to themselves cover investment costs Costs structure
pay and
compete with
subsidized
solution
Access workers | In-house Increases costs, increasing Flexible Cost structure
demand for money Capability
Provide Enable Offer product/service | Enough customers as Flexible | Value proposition
suitable customers to at a low price suitable offering enables Revenue model
offering pay and customers to pay
compete with
subsidized Offer consumer Enough customers as Flexible | Value proposition
solution credit suitable offering enables Revenue model
Themselves customers to pay Partnership
MFI partner
Avoid initial Provide Low costs, due to offering Flexible Costs structure
investment product/service with makes it possible to expand Value proposition
costs low initial investment | with less money
costs
Raise money Private investments Investors demand for Rigid Value proposition
return on investment may
narrow down the
entrepreneurs selection of
offering options
Public investments May have restrictions on Rigid Value proposition

and subsidies

offering which narrows
down the entrepreneurs
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| | | selection of offering options | |

The linkage to the subcomponents is done by identifying how the choices and consequences fit with
the description of each business model subcomponent presented by chapther 3. Table 24 presents
the explanation for the connection.

Table 24: Description on the linkage between choices/consequences and subcomponents.

Subcomponents Description of relation between subcomponents and choices and consequences

Value proposition The entrepreneur creates value to the customers by providing an offering that is of value to the
customers. In this case the entrepreneur can provide a product at a low price and/or consumer
credit in order to enable the customers to pay.

Relationship Through a local partnership the entrepreneur can gain trust by the customers and this way
establishes a link between him and the customers.

Capability By hiring workers the entrepreneur is choosing to have the ability to execute a repeatable
pattern of actions in-house.

Partnership By choosing to initiate cooperative agreement with a local partner to gain trust with the
customers and/or get access to workers the entrepreneur is getting the ability to create value
for the customer through partnership.

Value configuration The ability to create value is done through the arrangement of activities and resources that are
necessary to create value to the customers.

Cost structure Choices that affect the cost structure for the entrepreneur will the product/service offering
which can be low cost product or consumer credit provided by the entrepreneur and the in-
house capability such as salary costs.

Revenue model The entrepreneur can make money by providing product/services the customers are able to

pay for and can get money trough investments.

As previously presented early stage priorities and the flexibility/rigidity of consequences are the
decision criteria in this research. In order to say which subcomponent that is critical in an early stage,
the authors have made use of type of consequences that meet early stage priorities and the rigid
ones that do not meet the early stage priorities. To determine the criticality of the choices and
consequences the authors have made use of the rigid consequences.

Flexible consequence and positive affect on early stage priorities: The flexible consequences that
meet the early stage priorities are summarized in table 25. The choices that generate these
consequences are important for entrepreneur to make in order to meet the early stage priorities.
The choices relates to providing an offering the enables the customers to pay, provide a solution with
low investment costs and get access to workers either through developing in-house or get a partner
to do the value creating activities. These consequences help the entrepreneur achieve the early
stage priorities of getting enough customers, provide suitable offering, deliver products and provide
well enough service well enough and expand to new customers.
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Table 25: Flexible consequences that have positive affect on early stage priorities.

Early stage priority

Choices

Consequences

Subcomponents

Get enough
customers, Provide
suitable offering

Offer product/service at
a low price

Consumer credit

Enough customers as
suitable offering enables
customers to pay

Value proposition
Revenue model

Themselves

MFI partner
Get enough In-house Able to perform value Partnership
customers, Deliver Partner creating activities, in order | Capability

well enough, provide
well enough service

to get enough customer
and expanding

Value configuration

Expand to new
customers, Provide
suitable offering

Provide product/service
with low initial
investment costs

Low costs, due to offering
makes it possible to expand
with less money

Costs structure
Value proposition

Rigid consequence and positive affect on early stage priorities:

This means that that the

consequences will not change rapidly with the choices that generate it. The choices related to getting
a local partner to gain trust with customers and raising investments to get enough money to cover
costs and expand, which are presented in table 26. Since these consequences have a positive affect
on early stage priorities of getting enough customers, expand to new customers and get enough
money to cover costs these choices will positively affect the entrepreneurs business in a longer term.

Table 26: Rigid consequences that have positive affect on early stage priorities.

Early stage priority Choices Consequences Subcomponents
Get enough Partner
customers

Expand to new
customers

Private investments

Expand to new
customers

Public investments and
subsidies

Get enough money to
cover costs

Private investments

Get enough money to
cover costs

Public investments and
subsidies

Rigid consequence and negative affect on early stage priorities: These are the consequences that the
entrepreneur needs to look out for, see table 27. By making the choices that generate these
consequences the entrepreneur will end up in a situation that can not be changed rapidly. The
choices that generate these consequences are choices that are critical for the entrepreneur to get
right the first time. These choices are related to offering consumer credit, getting a partner and
raising investments. These are consequences affects the priorities of getting enough customers, the
ability to expand, getting enough money to cover costs and providing a suitable offering negatively.
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Table 27: Rigid consequences that have negative affect on early stage priorities.

Early stage priority Choices Consequences Subcomponents
Get enough customers Consumer credit May require a high Value proposition
Themselves customers base dependent
MFI partner on solution
Expand to new Partner Slow growth when Partnership
customers expanding to new areas Investment model
Get enough money to Consumer credit Need enough money to Value proposition
cover costs themselves cover investment costs Costs structure

Provide suitable offering Private investments | Investors demand for return | Value proposition
on investment may narrow
down the entrepreneurs
selection of offering options

Provide suitable offering Public investments May have restrictions on Value proposition
and subsidies offering which narrows
down the entrepreneurs
selection of offering options

The choice of offering consumer credit can have a negative effect for the entrepreneur dependent on
the type of solution. If providing a solution that may require getting a high customer base prior to the
installation, by not getting the required number of customers the entrepreneur will not get enough
customers leading to the non ability to introduce his offering to the market. Further another choice,
which affects the offering, is investment. Both private and public investments may have some say in
the offering the entrepreneur can provide. It can either be affected by the need to design the
offering in such way that makes it possible for the entrepreneur to return the investment or public
restrictions may narrow down the offering options. By choosing to provide consumer credit himself
the entrepreneur will increase the costs leading to the need of getting more money to cover the
costs. Another important choice to highlight is the choice of engaging in partnership. The choice of
outsourcing some or all of the value creating activities may lead to a slower growth.

The critical choices and their rigid consequences are summarized in table 28 where the red ones have
a negative affect on the early stage priorities and the green ones have a positive affect.
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Table 28: Critical choices, due to their consequences in rural electrification.

Choices Consequences Subcomponents

Access human
resources through local
partner

Slow growth when expanding to new areas Partnership
Investment model

Private investments

Investors demand for return on investment may Value proposition
narrow down the entrepreneurs selection of offering
options
Public investments and
subsidies
May have restrictions on offering which narrows Value proposition
down the entrepreneurs selection of offering options
Offer consumer credit May require a high customers base dependent on Value proposition
through MFI partner solution, and thereby challenging to get enough
customers
Offer consumer credit May require a high customers base dependent on Revenue model
themselves solution, and thereby challenging to get enough Costs structure
customers

Need enough money to cover investment costs

These choices are critical for the entrepreneur delivering rural electrification. These therefore need
to be his primary focus. The choice of getting a local partner has a rigid positive and rigid negative
consequence. The entrepreneur can gain trust with the customer and he can experience slow
growth. For entrepreneurs employing a growth model as presented by Morris et al. (2005) the slow
growth consequence will have a negative affect on the company. The choice of investments will have
a positive affect due to getting enough money to cover costs but it can also set restrictions on the
type of offering the entrepreneur can provide. For entrepreneurs that may have their mind set on
what they want to provide based on the company’s goal raising money may interfere with that.
Further providing consumer credit may require a number of customers based on the type of solution.
This means that for an entrepreneur that will offer a home system and provide consumer credit he
may need to get a set number of customers in order to provide his solution. Not getting this number
of customer will negatively affect his company.

Additionally the authors have identified important choices that have flexible consequences. These
choices are important for the entrepreneur to make in order to meet the early stage priorities, see
table 29. These choices are important for the entrepreneur to enable the customers to pay, to access
to the necessary manpower and to be able to expand with less money.
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Tabell 29: Important choices and consequences in rural electrification.

Choices Consequences Subcomponents

Offer product/service at a low | Enough customers as suitable Value proposition

price offering enables customers to pay Revenue model

Consumer credit

Themselves

MFI partner

In-house Able to perform value creating Capability

Partner activities, in order to get enough Partnership
customer and expanding Value configuration

Provide product/service with Low costs, due to offering makes it Value proposition

low initial investment costs possible to expand with less money Cost structure

The process of identifying the critical business model components has lead to the identification of
five critical choices and consequences and 5 important choices and consequences. This distinction of
choices and consequences will help the entrepreneur prioritize his focus when delivering rural
electrification. The authors will discuss these findings and from that develop general propositions.
Further the case companies will be viewed in light of the propositions.
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Part IV Discussion and conclusion

10. Discussion

This chapter aims to discuss the deriving of findings, the findings themselves, what that could have
been done differently with regards to the method, and what is the contribution of this study as well
as its limitations.

10.1. Deriving findings
This subchapter discusses the choices of research question and the process for answering the
question.

Research question

It is possible to critique this choice of research question as literature describes how the components
of business models are linked closely together, and need to function as a whole. Morris et al. (2005)
enhance how all components are vital, and that each component affects other components. This
indicates that one can not choose to prioritize the components, as they have to be studied together.
The authors acknolwledge the importance of all components, and their interrelation, but still state
that some of them should be prioritized within a specific business stage, due to how the specific state
related problems met by all companies (Churchill and Lewis, 1983).

Process

The process of deriving the findings is devided into 9 steps. Within each step there has been made
assumptions that may have affected the findings. These steps and assumptions are presented in
table 30. In the following the assumtions possible affect on the findings is discussed.
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Table 30: Describing steps of analysis in relation to assumtions made.

Step | Description of step Assumtion

1 Designing research quensiton Some business model components may be more critical
than others within early stage of business.

2 Identification of external challenges External challenges can affect the criticality of business

within the field of rural electrification. model components.
The external challenges identified are the most
important challenges affecting entrepreneurs within the
field of rural electrification.

3 Identification of choices and Challenges may be solved by making specific choices

consequences to solve challenges, also that has consequences.
relating consequences to early stage Choices and consequences form the business model.
priorities.

4 Linking of challenges, choices and Challenges may be linked to each other as they have

consequences some common choices and consequences

5 Identification of type of consequences Consequences are either rigid or flexible.

6 Description of what consequences from | Early stage priorities may be linked directely to

choices that enables the entrepreneur consequences
to meet early stage priorities

7 Linking of choices and consequences to | Subcomponents can be linked to choices and

subcomponents, and their relation to consequences
early stage priorities and type of
consequence.

8 Identification of critical components Something is critical if the consequences is negatively
affecting early stage priorities and rigid, or if it is
positively affecting early stage priorities and is rigid.

9 Presentation of propositions The criticality may depend on the companys goal.

Table 30 show that there is a list of assumtions that has been made throughout this study, in order to
derive the findings and answering the research question. What is important to state is that even all
assumtions are derived from and supportet by literature, there always exist scholars that have
credible arguments enabling them to critique what is derived by other scholers. Due to this
discussion amongst scholars it is possible to find literature stating that it is not possible to make the
assumtions needed in order to conduct this study, or that some assumtions that are used should
have been changed.

When concucting the analysis the author have derived challenges, choices and consequences, and
linked these to each other as well as early stage priorities, type of consequences and
subcomponents. The work has been performed based on a literature review and case studies.
Throughout this process the authors may have affected the results through their individual way of
reasoning and through their personal interpretations. As such exercises are performed throughout
several steps of the process, it may have affected the analysis in such a way that for example there
are missing relevant choices or consequences, or that a linkage have been conducted while missing
important arguments. Due to what is described here and in the paragraph above, the process may
have affected the findings of this study.
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10.2 Findings

This subchapter aims to discuss the findings of this study, relate them to the cases studied and then
to present propositions based on the findings in order to guide entrepreneurs in the building of early
stage businesses delivering rural electrification in developing countries.

10.2.1. Deriving propositions based on findings and discussion (Step E)
In chapter 9, the findings were derived and presented in two ways:

e Inrelation to the two set of business model factors: choices and consequences.
e Inrelation to the traditional business model component, devided into subcomponents.

By using the business model definition of Casadesus-Masanell and Ricart (2010) in the following
discussion of the findings, the authors will be able to present more specific guidelines for what is
critical to focus on in a company’s early stage delivering renewable rural electrification, in addition to
what is important to focus on. This will allow the authors to derive propositions suggesting specific
choices and consequnces that should be the entrepreneur’s primerely focus. The findings of this
study are presented in table 31 and 32 below, where table 31 presents the critical choices and
consequences and table 32 presents the important choices and consequences. The content of these
tables forms the basis for the propositions derived in the following.

Table 31: Critical choices and consequences to address:

Critical Choices Critical Consequences
Access human resources through local Gain trusts with customers, helps getting enough customers
partner

Slow growth when expanding to new areas

Private investments Get enough money to cover costs and expand

Investors demand for return on investment may narrow down the
entrepreneurs selection of offering options

Public investments and subsidies Get enough money to cover costs and expand

May have restrictions on offering which narrows down the
entrepreneurs selection of offering options

Offer consumer credit through MFI May require a high customers base dependent on solution, and
partner thereby challenging to get enough customers
Offer consumer credit May require a high customers base dependent on solution, and
themselves thereby challenging to get enough customers

Need enough money to cover investment costs

Tabell 32: Important choices and consequences to address.

Important Choices Important Consequences

Offer product/service at a low price Enough customers as suitable offering enables customers to pay

Offer consumer credit:
Themselves or with
MFI partner

Develop in-house resources Able to perform value creating activities, in orderto get enough

Access resources through partner customers and expanding

Provide product/service with low initial Low costs, due to offering makes it possible to expand with less

investment costs money
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PROPOSITION 1

The proposition is presented in relation to developing a business model, delivering rural renewable
electrification in developing countries. It consists of several sets of choices and consequences that
need to be considered in relation to its corresponding challenges. Set 1-3 are considered to be
critical, while set 4-6 are considered important.

The following choices are critical, and should be the primary focus, due to their rigid consequences
that may affect early stage priorities both positively and negatively.

1. CONSIDER ENTERING A PARTNERSHIP

a) Consider entering a partnership with a local actor in relation to the following consequences:
a. Contributes to gain trust with customers, helps getting enough customers.
b. Contributes to slow growth when expanding to new areas.

2. CONSIDER HOW TO RAISE MONEY

a) Consider raising private investments in relation to the following consequences:
a. Contributes to get enough money to cover costs and expand
b. Demand a return on investment, which may narrow down the selection of offering
options.
b) Consider raising public investments and subsidies in relation to the following consequences:
a. Contributes to get enough money to cover costs and expand
b. May come with restrictions on offering, narrowing down the selection of offering options.

3. CONSIDER OFFERING CONSUMER CREDIT

a) Consider offering consumer credit through a MFI partner in relation to the following
consequences:
a. May require a high costumer base dependent on solution, and thereby challenging to get
enough customers.
b) Consider offering consumer credit themselves in relation to the following consequences:
a. May require a high costumer base dependent on solution, adding the challenge of getting
the required number of customers in order to sell or install the solution.
b. Require enough money to cover investment costs.

The following choices are important, and should be the part of the focus, due to the consequences
affecting early stage priorities positively.

4. CONSIDER THE OFFERING

a) Consider offering product/service at a low price in relation to the following consequence:
a. Contributes to getting enough customers, as it enables customers to pay.
b) Consider providing product/service with low initial investment costs in relation to the following
consequence:
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b. Contributes to low costs due to the offering, making it possible to expand with less
money.

5. CONSIDER OFFERING CONSUMER CREDIT

a) Consider offering consumer credit either themselves or through a MFI partner in relation to the
following consequence
c. Contributes to getting enough customers, as it enables customers to pay.

6. CONSIDER HOW TO ACCESS HUMAN RESOURCES

a) Consider developin in-house resources in relation to the following consequence:
d. Enable performing of value creating activities, in order to get enough customers and to
exand.
b) Consider access resources through partner in relation to the following consequences:
e. Enable performing of value creating activities, in order to get enough customers and to
exand.

To summarize proposition 1 in terms of subcomponents, the following subcomponents are critical,
and should be the primary focus when developing a business model in order to deliver rural
renewable electrification in developing countries.

a) Revenue model
b) Value proposition
c) Partnership

Further it is important to have these components in place:

e Value configuration
e Capability

In order to identify whether some parts of proposition 1 depends on certain aspects the authors
chooses to look at it in relation to the case companies. As the study employs a limited number of
cases, the case companies are chosen due to them being extreme exemplars (Pettigrew, 1990). The
authors will illustrate their main difference through presenting their goal. Further, Morris et al.
(2005) points to how the goal affects which investment model the company will adopt. Thereby, their
investment model provides an illustration of their difference. Based on this the goals and the
investment model of the three case companies, presented in chapter 7, is repeated in table 33, and
will be discussed below in relation to proposition 1.
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Tabell 33: Repetition of the case companies’ goal and related investment model.

MGP Onergy AST- Speed project

Focus/goal Provide service grid villages with Promote decentralised energy Give the rural people power so
basic priority energy services. The  |products, to meet the need of they can educate themselves
business model is fixed when it rural customers across whatever and to improve their life. This
comes to product offered and sector and find ways to provide will be done btriugh rural
should scale up quite quickly with  [social economic benefits development.

3-4 year repayment period

Investment Growth model: Goal to grow the Income model: Investment to the | Income model: Investment to
model value of the firm to the point that it |point that the business is able to the point that the business is
(Morris et al. generates capital gain for investors. [generate on going and stable able to generate on going and
2005) income stream. stable income stream.

Summerized the three cases may be grouped in two based on their goal, MGP by itself and Onergy
and AST together:

e MGP has a goal of providing basic lightning and phone charing to rural people and to grow
the value of their firm while
e Onergy and AST have a goal to contribute to rural development and generate stable income.

In the further discussion the authors use these groups’ goals in order to evaluate whether something
from proposition 1 is goal dependent.

Goal: growth

MGP is the only case company of the three that has employed a growth model. Their objective was
growth from day one, and therefore they needed to design their business model aligned with their
goal. In order for them to achieve their goal of growth, they decided to design the offering that the
customers were mosty willing to pay for:

“We wanted to focus on priority energy services because when people buy basic power they
use a little bit of power for the things that mean a lot to them. They also use a lot of power of for
things that mean little to them. To accomadate the large loads that have bery little value makes the
micro grid operations economically inviable. So we designed a micro grid that provided basic power of
lightning and phone charging and still would generate enough revenue in order to repay the initial
investment in short periode of time”.

- Nikhil Jaisinghani, CEO MGP

They conducted a market research identify what specific solution the rural people were willing to pay
for and the power load this required. In order for them to scale up quickly it was important for them
to identify the solution that they were going to provide to the consumers and stick with that offering
for each village they were entering. This illustrates the importance of selecting the suitable offering.
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MGP is a good example of how a company can design their offering in such a way that it helps reach
the goal of growth.

An important factor for growth is getting the necessary investment to expand. MGP received a
substantial venture capital investment. This allowed them to make necessary investments, covering
the costs themselves and thereby enabling the customers to pay through a license model. The
authors consider this to serve the same purpose for the customer by offering what they identify as
the consumer credit themselves and this way covering the investment costs. Additionally MGP own
their system themselves, allowing them to keep charging a licence as long as the service is offered.
For MGP this venture capital financing source has been vital in order to have a successful growth
model.

MGP started of by having two types of partnerships. One was with a local NGO and the other was
with an EPT (engineering permited construction), that was responsible of providing the technical
solution. MGP experienced difficulties with these partnerships because they were not doing the work
as they were supposed to. MGP experienced one of the threats of sustainability; slack (Ricart, 2004).
Ricart et al. (2004) presents that protection for this threat is the right mix of incentives and
monitoring. One can argue that for a growth model the need to monitore the partners may inhibit
the growth. For MGP this was the case and they realized that in order for them to expand they
needed to devleop the in-house human resources. The two other cases studies in this research
presents partnerships as an important aspect in order to gain trust with the consumers and be able
do the awarness and education. When asking the CoFounder of MGP if they have experienced any
issues with trust he answered the following:

“We have no issues with trust with the consumers. | think that is one of the things that people
say so everyone thinks that it is true and assume that it is true. We tought we needed to get a local
NGO to do the engagement but | think that this is just one of the assumptions that people never really
have tested”.

- Nikhil Jaisinghani, CEO MGP

Due to their unfortunate experience with partnership they realized that they needed to get
necessary resources in-house. Therefore they decided to hire Cofounder Sandeep Panda, who had
the expertice of getting rural people to pay. By adding this expertice in the team they got the
necessary knowledge and skills in-house, in order to keep on hiring and training staff.

MGP presents the two important activities in these markets; after sales services and payment
collection. Due to their licence model they are highly dependend on the systems reliability for them
to generate their income. Therefore having the right after sales service with their trained workers
responding to customers in short period of time is essential for their company. Additionally having
the right payment collection is crucial. MGP experienced this when they had hired a payment
collector to do the payment collection in his own village. MGP has a policy saying that if the
customers do not make the payment the day it is due, they get disconnected. The issue occurred
when the collector would let his friends in the village prospone their payments. This experience
made MGP realize that they had to hire someone from outside the village to do the collection.

MGP is considered a well suited case company representing growth as an investment model, as they
through their business model have experiences rapid growth, as presented by the CoFounder:
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“I'said in 2011 that our goal is to hit 15 villages by the end of 2012, and we ended up putting
our system in 150 villages by the end of 2012”.

- Nikhil Jaisinghani, CEO MGP

Evaluating the case of MGP in relation to proposition 1 shows that, almost all sets of choices and
consequences are considered important, also when applying a growth model. The deviation is
considered to rely on partnership and the importance of in-house capabilities. This is presented in
proposition 2. To summarize, companies delivering rural electrification in developing countries,
employing the growth model, need to reevaluate proposition 1 in light of proposition 2 below.

PROPOSITION 2

The proposition is presented in relation to developing a business model, delivering rural renewable
electrification in developing countries. It is applicable if the goal of the company is growth, and has to
be looked at in relation to proposition 1. Based on proposition 2, there need to be performed two
changes. The first set of choices and consequences presented in proposition 1 will need to be
replaced by the set of choices and consequences presented below, while the sixth need to narrow
down the options to fit what is presented below.

When the goal is growth, the following choice is critical, and should replace set 1 from proposition 1.

1. CONSIDER NOT ENTERING A PARTNERSHIP

a) Consider not entering a partnership with a local actor in relation to the following consequences:
a. Contributes to slow growth when expanding to new areas.

When the goal is growth, the following choice is important, and therefore the sixth set of choices
and consequences form porpostion 1 need to be revised to the following:

6. CONSIDER DEVELOPING HUMAN RESOURCES IN HOUSE

a) Consider developing in-house resources in relation to the following consequence:
a. Enable performing of value creating activities, in order to get enough customers and to
expand.

The two important activities that needs to be performed correctly is payment collection and after
sales services.

To summarize the affect proposition 2 has on criticality, it removes parthernship as a critical
subcomponent:

e Partnership; not critical when applying a growth model, as partnership inhabits growth.

Further it is especially important to have the following component in place:

e Capability; developing in-house capabilities, as the company is not accessing human
resources through a partner.
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Goal: rural development

AST and Onergy both employ an income model and have the same goal on rural development.
Onergy started off with providing simple lanterns before they introduced home systems. Today they
are providing a range of products, and have adapted their pricing model by offering consumer credit
through a MFI, when providing solutions with high investment costs, such as solar home systems.
AST on the other hand has chosen to offer a standard solution, without consumer credit, by setting
the price at an acceptable level for the consumer. Still they have plans to expand their services
beyond rural electrification.

Having knowledge about the rural population, and gaining trust amongst the local villagers has been
important for AST and Onergy. For Onergy it was important to get parterships in place as the
CoFounder Piyush Jaju presents:

“Right from the start we were clear that we needed partnerships because we did not have the
propor understanding of rural areas. We needed a strong grassroot partner who is trusted by the
consumers and who we could work together with. Particularily in working in rural areas it is almost
impossible to do the work yourself, at least to start with”.

- Piyush Jaju, CEO Onergy

They needed the partnership with NGO to get access to their customer base and to set up their office
in the NGOs premises. AST also say that having a local partersnhip is important in order to gain trust:

“We needed to partner up with someone who has worked in the area who is trusted.
Otherwise to break into rural markets entirely on your own you need at least five years”

- Rajiv Parti, consultant AST

For both the cases, as for MGP, financial resources have been necessary in order to cover the
considerable cash demand. For AST, being part of the speed project which is a donor funded project,
money has not been an issue. For Onergy on the other hand, getting the necessary financing was
challenging. They started of with their own saving and some support from family. Later on, when
they were able to show good work on the ground, they started attracting public support through
grants and subsidies. For Onergy attracting financing was critical in order for the company to proceed
in scaling up, building more capacity, training, establishing processes and product development. This
shows how crucial it is to get financing.

Finding the right people in order to perform all the needed activities has been important for Onergy.
They invested a lot of resources in facing the challenge of finding and attracting the right people:

“Once the financing was sorted out we started investing a lot of time in finding the right kind
of workers and training them. So, financial and human resources are the most important things”.

- Piyush Jaju, CEO Onergy

AST also have experienced the same challenges when the locally hired entrepreneur, performing the
daily rutine of distribution, quit his job, negatively affecting the distribution.

As with MGP, Onergy and AST have also talked about the importance in after sales services and
payment collection. Onergy presents how they identified the importance of after sales services after
seing how other companies failed due to their lack of providing this service. AST presents how finding
the right payment collection is necessary to get in place.
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As with MGP, the authors observe that AST and Onergy highlight all the mentioned choices and
consequences that were presented in proposition 1. What AST and Onergy particularly mention the
need for a local partner.

PROPOSITION 3

The proposition is presented in relation to developing a business model, delivering rural renewable
electrification in developing countries. It is applicable if the goal of the company is rural
development, and has to be looked at in relation to proposition 1. According to the two case
companies AST and Onergy, having a local partner is not only a choice, but a necessity. In light of this
the first set of choices and consequences from proposition 1 need to be revicesed to the following.

When the goal is rural development, the following choice and consequences is critical, and therefore
the first set of choices and consequences form porpostion 1 need to be revised to the following:

1. ENTER A PARTNERSHIP

a) Enter a partnership with a local actor in relation to the following consequence:
a. Contributes to gain trust with customers, helps getting enough customers.

To summarize the affect proposition 3 has on the criticality of subcomponents is that it goes from
saying that partnership is important to consider, to partnership is necessary to have in order to
succeed with rural development:

e Partnership; necessary in order to gain trust with customers.

10.3. Discussion of method

The authors have based the analysis process on doing an environmental analysis presenting how
companies can design their business model in such way that it respond to the external challenges. As
previously presented there are scholars that do not agree with this approach. Like Barney (1991)
states that strategy models, which are only based on external factors, make the assumption of a firm
homogeneity. From this statement one can say that it is importance to include the firms’ internal
resources. One possibility could be to conduct an inside-out analysis (De Wit and Meyer), in addition
to the outside-in analysis, identifying the companies strengths and weaknesses and how to allocate
these in the best possible way in order to succeed. Identifying the firms’ initial resources and
knowledge would lead to an in-depth analysis which in turn would have given a better understanding
of what the critical business model components are for different set of resources.

The authors have only looked at three cases due to the limitations of this research. Even though the
three cases are different in their goals and the status of the project, introducing more cases would
have given the research a deeper indication of what is critical for entrepreneurs delivering rural
electrification in developing countries. Conducting the analysis only based on three case studies may
have resulted in loss of important elements or challenges that an entrepreneur in these markets may
experience. In addition the research have only studied case companies in India, all of which deliver
solar based energy solutions, while aiming to identify critical components for delivering all kinds of
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renewable energy solution to rural the rural population of all developing countries. Based on this
there is an assumption there that entrepreneurs will experience the same challenges in all
developing countries, delivering all kinds of renewable energy solutions. Even though there are a lot
of similarities, in some countries external conditions and rural culture may be different, which
indicates that in some countries the critical business model components may deviate from the ones
identified in this research. Still, what strengthens the evidence of this study is that the challenges
identified, that form the base of the analysis, are derived from literature, discussing cases from
several developing countries. These challenges were all confirmed by the Indian case companies,
while only one challenge was added by cases and not from literature.

When choosing cases, two of them were companies that had already gone trough the early stage of
business. This required that the interviewee recalled their former early stage situation and their
challenges. Conducting such retrospective data collection may have affected the interviewee, as he
or she is at a later stage where one has learned from experience. Then it may be difficult to clearly
remember the challenges or how other vital things was perceived and responded to.

The data collection was conducted through interviews and observations. When doing interview it is
important that the investigator ask good questions in such way that the interviewees understand the
questions (Yin, 2014). The researchers prepared for each interview and created interview guides, but
even though time was invested in the preparation, the cultural differences and environmental
conditions may have had some impacts on the data collection. The interviews were conducted in
English, which is not the native language of the authors. The cultural and language differences
between the Norwegian researchers and the Indian interviewees may have lead to some questions
being interpreted in another ways than the investogators intended. In addition, the environmental
condition of some interviews was unfortunate due to the lack of enclosed offices, which lead to
interviewes being held in cafes and in workplaces. This condutions have resulted in some of the
recordings having inferior quality which in turn can have impacted the transcription.

10.4 Contribution of research

There is a gap between the UN Millenium goal of universial access to modern energy services by 2030
(UN, 2014) and the public sectors work of rural electrification, as previously presented. In order to fill
the gap the private sector, and thereby entrepreneurs, have an important role (IFC 2012). The
authors have presented propositions that indicate how an entrepreneur entering the rural
electrification market should prioritize his efforts. Rural electrification research is an emerging field
of study where the focus on how technology and offering meets the needs of the rural population
has been mostly excluded (Schillebeeckx et al., 2012). In order to succeed with rural electrification
and achieve the UN goal there is a need of more research that present how entrepreneurs entering
this market can succeed by meeting the needs of the rural poor. The propositions derived from this
study may indicate that it is possible to identify critical business model elements within one stage of
business development, in the delivery of rural electrification. However the authors acknowledge that
in order to add some certainty to this, the propositions need to be testet properly by several case
studies. The authors believe that the investigation of how entrepreneurs should prioritize their
efforts at an early stage can contribute to facilitate further research.

Renewable rural electrification is still only an emerging industry. Due to this, entrepreneurs that are
building companies in order to provide the rural population with clean energy, have few successful
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examples to look to and learn from. Therefor there is a need for them to build confidence in their
work and learn from other sources of guidance. By conducting this research, the authors have
identified information that is useful when developing and evaluating business models in rural
electrification. By presenting specific choices and consequences the entrepreneur can see exactly
what needs to be done and prioritized in order for him to succeed. This guideline, which also
distinguishes between the entrepreneurs’ goal, will enable him to design a suitable business model
to build a viable and successful company.

11. Conclusion
In previous chapter the authors have presented the finding and the proporsitions of this study,
answering the following research question:

What are the critical business model components to prioritize in order for an early stage company to
become viable when delivering renewable energy to the rural population of developing countries?

The process for answering this research question was developed trough literature and case studies.
Critical business model components for rural electrification have been identified and three
porporsitions is proposed. These present what the entrepreneur primarely has to focus on in order to
succeed.

The propositions are based on the business model view of Casadesus-Masanell and Ricart (2010),
where the components of a business model consist of two elements; choices and consequences. The
connection between the choices and consequences, and the traditional view of subcompoents
derived in this study have been identified and presented.

The propositions show that the criticality of choices and consequences is affected by the goal of the
company, and differ depending on whether the goal is growth or rural development. Due to the
limitations of this study there have only been investigated three Indian case companies. As it is
shown that the criticality is goal dependent it would be interesting to investigate more cases with
various goals, in addition to add cases from other developing countries. Taking the research forward
is also important in order to get deeper in the identification of critical business model components
which can give the entrepreneur an even better understanding of what he should prioritize in the
early stage of his company. This can be done by conducting an inside-out analysis, in addition to the
external analysis performed in this research. By studying more cases through further research, a
foundation may be developed that the entrepreneur can look to when considering what choices and
consequences that are critical for his company with its goal and set of resources.

A summary of the propositions is given below. The table summarizes critical and important choices
and consequences included in the propositions, demonstrating the general priorities, and the
necessary changes of priorities in relation to the goal of the company.
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Table 34: Findings summarized in propostion 1-3.

Degree of Set of choices and | PROPOSITION 1: The general priorities
importance consequences

1 Consider entering a partnership as it helps gain trust with customers, and thereby
getting more customers. May lead to slow growth, inhibiting expanding.

2 Consider raising private or public investments or subsidies as it covers costs and

CRITICAL allows expanding. May come with specific restrictions or requirements narrowing
down options for selection of offering.

3 Consider offering consumer credit to customers themselves of through a MFI
partner. May require a high customer base, dependent on solution, and may demand
money to cover investments.

4 Consider what offering to provide. Low price enables customers to pay, and thereby

IMPORTANT getting more customers, while low initial investment costs makes it possible to
expand with less money.

5 Consider offering consumer credit to customers themselves of through a MFI partner
as it enables customers to pay and contributes to getting enough customers.

6 Consider how to access human resources. Both in-house resources and a partner
enable performing value adding activities in order to gain customers and expand.

Degree of Choices and PROPOSITION 2: When the goal is growth
importance consequences

CRITICAL Change previous Consider not entering a partnership as it contributes to slow grow inhibiting

set 1to: expanding.
IMPORTANT | Revise previous set | Only consider developing human resources in-house as it enable performing value
6 to: creating activities in order to gain customers and expand.

Degree of Choices and PROPOSTIION 3: When the goal is rural development.
importance consequences

CRITICAL Revise previous set | Enter a partnership with a local partner as it contributes to gaining trust with

1to:

customers, helping to get enough customers.
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Appendix A

Morris et al. (2005)

Decision variables by Morris et al. (2005)

Osterwalder (2004)

Yunus et al. (2010)

Component 1, Factors related to
offering: How do we create value
(select from each set)

-Offering: primarily products/primarily service/heavy
mix

-Offering: standardized/some customization/high
customization

-Offering; broad line/medium breadth/narrow line
-Offering: deep lines/medium breadth/narrow line
-Offering: access to product/product itself/product
bundled with other firm’s product

-Offering: internal manufacturing or service
delivery/outsourcing/licensing/reselling/value added
reselling

-Offering: direct distribution/indirect distribution (if
indirect

Product: What business the company is
in, the products, and the value
propositions offered to the market.

Customer interface: how the company
delivers these products and services

What do we offer to the customers that
they value? How do we deliver this
offer to our customers?

Component 2, Market forces: Who
do we create value for? (Select
from each set)

-Type of organization: btb/btc/both
-Local/regional/national/international

-Where customer is in value chain: upstream
supplier/down stream
supplier/government/institutional /wholesaler/retaile
r/service provider/final customer

-Broad or general market/multiple segment/niche
market

-Transactional/relational

Customer interface: Who the
company’s target customers are, and
how it builds a strong relationship to
them?

Who are our customers?

Component 3, Internal capability
factors: What is our source of
competence? (Select one or more)

-Production/operating systems
-Selling/marketing

-Information management/mining/packaging
-Technology/R&D/creative or innovative
capability/intellectual

-Financial transaction/arbitrage

-Supply chain management

- Networking/resource leveraging

Infrastructure management: How the
company efficiently performs
infrastructural or logistical issues, with
whom, and as what kind of network
enterprise.

How do we deliver this offer to our
customers?




Component 4, Competitive
strategy factors: How do we
competively position ourselves?
(Select one or more)

-Image of operational
excellence/consistency/dependability /speed
-Product or service
quality/selection/features/availability
-Innovation leadership

-Low cost/efficiency

-Intimate customer relationship/experience

Component 5, Economic factors:
How we make money? (Select
from each set)

-Pricing and revenue sources: fixed/mixed/flexible
-Operating leverage: high/medium/low

-Volumes: high/medium/low

-Margins: high/medium/low

Financial aspects: What are the
revenue model, the cost structure and
the business model’s sustainability.

[s the financial translation of value
proposition and constellation and
includes how value is captured from
the revenues generated through the
value proposition and how costs are
structured and capital employed in the
value constellation.

Component 6, personal/investor
factors: What are our time, scope
and size ambitions? (Select one)

-Subsistence model
-Income model
-Growth model
-Speculative model




Appendix B
Interview guide for interviews with MGP, Onergy, AST, TARA and Nidan

Formalities:

Name:

Role in the company:
Background:

General information about the company:
e Canyou please give us a brief description of the company?
e  Who initiated the foundation of the company?
e  When was the company founded?
e  What is the goal of the company?
e What was the background for starting the company/project?
e How many villages have you served up till now?

Early stage in the companies
(asked in the present tence to AST, TARA and Nidan, as they were still in the early stage of their project)
How did you go about developing you business in the first villages?

Challenges:
e  What challenges did you face in the early stage of you company?
e What do you see as the main challenges?
e How did these challenges affect your business model?
e How did you respond do these challenges?
e What could you have done differently?
e  What choices did you make and which consequences did you experience?
e  Which challenges were critical from you to overcome?
e Did any situations occur that made you realize that this was critical?
e How did you overcome these?

Offering:
e  What offering(s) did you provide?
e How did you choose the technology for your offering?
e Did you offer any additional services?
e  Why did you provide this offering?
e Have you changed your offering? If so, why?

Investments:
e Did you get any investments?
o Publicinvestments
o Private investments
e What did you need investments for?



e How did the investment affect your company?

Capability:
e How many people were you in the beginning?
e How did you get additional manpower?
e What were the expertise/skills of the original and added people?
e Did you find skilled workers?
e Did you have to train workers?

Customers:
e Who are your customers?
e How did you get customers?
e How did you get them to pay for your offering(s)?
e Did you experience challenges with getting the customers to pay?
e How did you decide the price for your offering?
e Did you identify what the customers were willing to pay for and if so, how?
e Did you experience any challenges with acquiring customers?
o Did you experience loosing customers?
e Did you experience any trust issues when entering with your project in the rural area(s)?

Distribution:
e How did you distribute your products?
o Through partner
o In-house
e Hoe was the distribution process for your company?
e Did you face any challenges with the distribution process?

Partners:
e Did you use partners in the early stage of your company?
e  Why did you use the partner?
o  What are their activities?
o Production
Distribution
Consumer finance
Marketing
Awareness
Services

O O O O O O

Sales

Special for ASTs partner TARA:
e Can you give a brief description of how this Speed project started (as you were involved from the start)?
e What is you role in the project?



e  Why did you decide to start the project on Diara Rasulpur?
o How are the conditions there?
e Did you take part in what kind of offering to provide?
e  What is the role of Nidan?
e  What activities do you do?
e  What have been the main challenges in this project?
e How have you contribute to tackle the challenges?
e How has the communication been between the three parties in this project?

Special for ASTs partner Nidan:
e Canyou give us a brief introduction to your organization?
e What s your role in the project?
e  Why are you involved in the project?
e Were you involved with the planning of the project?
e How do you create awareness amongst the villagers?
e How do you educate the customers?
e  Which activities do you have full decision power over?
e  What kind of relation do you have to the customers?
e How do you contribute to acquiring new customers?
e What do you believe is important in order to succeed with such a projects as this?
e  What main challenges have you experienced?
e How has the communication been between the three parties in this project?



