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Abstract
Digitalisation of unorganised retail (UR) businesses in emerging markets have a positive socioeconomic impact on the lives of the subsistence consumer–merchants who perform the dual role of
being, not only consumers providing for themselves and their families, but also the managers of
micro-UR businesses.

1. Introduction
Herein developed a theoretical framework exploring the impact of digitisation on unorganised retail (UR)
businesses and the implications for sustainable business model innovations at the base of the pyramid. A
business model constitutes ‘what a ﬁrm is and does’

[1][2].

Increasingly, the business model literature has

focused

into

business

on

integrating

sustainability

aspects

design

and

implementation

[3][4].

Simultaneously, changes in the global economy owing to overall economic downturns, technological
disruptions, climate change, resource scarcity

[3]

and the resultant sustainable development agenda has

given rise to a stream of sustainable business model innovation literature. Recent literature

[1][5]

has

explored the role of technological interventions in business consolidation. There is also burgeoning
literature

[6][7]

exploring the impact of app-based technological intervention in improving the economic

performance of UR ﬁrms in emerging markets. Within this context, Gupta and Ramachandran

[8]

highlight

the scope for exploring how technological intervention can improve eﬃciencies in UR business operations
reliant largely on traditional supply chains, manual records of credit and in-store inventory and lack
websites or online services. The UR retail context is particularly relevant to the emerging literature on
sustainable base of pyramid business model innovation because large sections of the base of pyramid
population (with daily earnings of USD 1.90–3.20) manage these businesses in emerging markets

[9].

The

majority of the existing research on sustainable business model innovation has studied business model
design in relatively mature and stable institutional environments with suﬃcient infrastructure and access
to resources [10]. In contrast, the literature on sustainable business model evolution at the base of
pyramid, which is characterised by chronic resource and infrastructural constraints, has very few studies
focusing on the economic

[6][7]

and social transformation

[11]

resulting from technological intervention.

2. Unorganised Retail Businesses in Emerging Markets
Unorganised Retailers (URs), comprising open kiosks and stalls, family-owned small stores and mom and
pop stores [12], dominate the retail landscape across emerging markets, particularly in Asia
According to Euromonitor

[14],

[6][13].

retail goods and services worth is an incredibly important component of the

ASEAN economy, with some 27.8% of the population employed in the sector across the region. A key
feature of the retail sector in emerging Asian and ASEAN countries is the co-existence of organised and
URs, with the latter being the most prevalent retail format in these markets
[8][13][15][16]

[8][13]

. Several key studies

highlight the fact that URs have continued to remain the dominant retail format in emerging

markets despite the signiﬁcant inroads made by modern retailers. A number of factors, including the
convenience of time, location, the personalised relation with customers and high service levels

[16][17]

,

provide a unique market opportunity for URs despite competitive pressures from larger retailers. Despite
them being operationally ineﬃcient, with limited procurement, inventory, supply chain, sales and store
operations
who

lack

[8],

URs provide essential goods and services to their base of pyramid (consumer) communities

access

to

transportation

and

other

consumption

alternatives

[8][18][19][20][21].

More

fundamentally, these URs operate in an environment characterised by chronic shortage of infrastructural
resources, including a shortage of physical storage space, a sporadic supply of electricity and water, as

well as a fragmented supply of raw materials, all of which result in signiﬁcant diseconomies of scale.
These shortages create ﬁnancial and infrastructural barriers to the adoption of technology
Despite a chronic resource shortage

[22]

[8][10][22]

.

in recent years, URs have undergone a technological evolution in

the form of digital payments, comprising M-wallets, card-based payment technologies, account-based
technologies and social security-based technologies

[7][23].

According to the World Payments Report

[24],

published by Cap Gemini and BNP Paribas, the bulk of the digital payment technology growth has been in
emerging markets. These consulting reports suggest that digital payment technologies will penetrate
emerging markets by almost 19.6% per annum. It is also inevitable that this digitisation trend will
accelerate in a post-COVID-19 world, as retailers seek to overcome the procurement and social distancing
challenges posed by the virus [25]. Barring Adhikary et al. [6] and Kumar et al. [7], research into the impact
of technological adoption on URs is scant [26]. The academic literature [6][8][10][22] and consulting reports
[27]

reiterate the fact that the competitiveness and resilience of URs will be key to supporting dynamic,

inclusive and sustainable forms of growth because of the signiﬁcant economic and societal role they play
in emerging markets.

3.
Framework for the Impact of App-based Digitisation on UR
Businesses and Resultant Economic and Social Transformation
The consolidation of business operations enables the UR businesses to overcome fundamental
ineﬃciencies in daily business operations enabling economies of scale and scope. Thus, improving the
performance of UR businesses and the overall socio-economic situation of UR business owners which
creates a local level pathway for the realisation of the UN SDGs

[28].

What emerges from thee analysis of

UR digitisation in four South East Asian countries is a grounded process framework (Figure 1) which
explains how digitisation enables UR businesses to circumvent resource shortage, consolidate
procurement and inventory management, resulting in overall economic and social transformation for the
UR businesses and their owners.

Figure 1. Framework for the impact of app-based digitisation on UR businesses and resultant economic
and social transformation.
The initial analysis of UR business contexts highlighted that the inherent ineﬃciencies arise from the daily
(transportation and purchase) costs of procuring products from suppliers, inconsistent product availability
due to limited supplier access and time-consuming manual bookkeeping of transactions and inventory
management. Gupta and Ramachandran

[8]

draw similar conclusions about the operating business model

of URs from their review of the UR business context. The limited budgets on which the subsistence UR
business owners manage the business are prohibitive of any future expansion or development. Our
theoretical framework suggests that the app-based platforms are designed to transform UR businesses
into quasi-digitised retailers who can overcome the inherent ineﬃciencies of their fragmented business
models.

The framework highlights that the app providers’ overall strategic intent is to provide low-cost digital
platforms, enabling a simple and easy onboarding of UR businesses. The UR owners are provided digital
training and have access to service personnel for subsequent trouble shooting. Digital onboarding and
digital literacy create a pathway for long term local level economic development in three ways. First,
virtual onboarding scales up the UR businesses by opening a virtual gateway to multiple product
suppliers. As a result, the previously time consuming and cost ineﬃcient procurement processes are
consolidated into digital platforms oﬀering demand based, real time ordering facilities from a variety of
suppliers at competitive prices. Over time, repeat usage of the platforms create opportunities for bulk
discounts and scope for further reduction in procurement costs. Second, digital onboarding and the
consolidation of inventory management and daily transactions in a singular digital platform reduce
ineﬃciencies of manual operations and cumulatively reduce daily operating costs. Third, digital
intervention also creates economies of scope by consolidating access to a wider portfolio of products and
services for UR businesses to oﬀer to their end consumers. Diversifying product and service oﬀerings to
end consumers therefore creates new opportunities for long-term growth of these businesses. The
cumulative impact of consolidated procurement, automated consolidation of in-store transaction and
inventory management and diversiﬁcation of product/service oﬀerings create a pathway of economic
transformation from increased turnover and proﬁts. The spill over eﬀects of digitalisation are reﬂected in
the improved work–life balance of UR business owners who transform into digitally empowered, wellinformed, proactive participants in the marketplace for goods procurement. Overall improvement in the
ﬁnancial situation of UR business owners makes education aﬀordable for younger family members, gives
access to healthcare (depending on terms of partnership with app providers) and improves overall
security and stability in the lives of the UR business owners. Accordingly, our framework highlights that
the socio-economic impact of UR business transformation and resultant opportunities for long term
employability, education and well-being create local level pathways for attainment of the UN SDGs 3, 4
and 8 within economies where these businesses dominate the retail landscape.
The framework extends the work from Adhikary et al. [6] and Gupta and Ramachandran

[8]

on economic

beneﬁts of digitisation for UR businesses by responding to their call for research into the impact of
digitisation on upstream activities of UR businesses. Adhikary et al. [6] and Kumar et al. [7] show the
positive relationship between UR’s adoption of digital payment technologies and their economic
performance. In essence, their study focuses on the impact of digitisation on the downstream value chain
activities in relation to eﬃcient handling of payments from customers. Herein supplements the work by
Adhikary et al. [6], Gupta and Ramachandran

[8]

and Kumar et al. [7] by showing the economic and social

beneﬁts URs can gain by adopting app-based digitalisation to consolidate their upstream procurement
functions, in-store inventory management and diversifying their product, service oﬀerings. Accordingly,
our framework highlights that the consolidation of procurement on app-based digital platforms enable UR
businesses to realise economies of scale and scope while reducing ineﬃciencies in in-store management.
The subsequent improvements in business performance create future growth opportunities for the UR
businesses and make healthcare and educational opportunities more accessible to the UR owners.

4. Practical Implications
The ﬁndings have at least three practical ramiﬁcations which we outline in the following section. First,
digital transformation of the widely present URs in the South East Asian markets
potential to contribute to the UN SDGs 3, 4 and 8

[28]

[6][13][14]

has the

through the local level pathways of socio-economic

development of UR businesses and their owners. This pathway for achieving the UN SDGs

[28]

can create

an opportunity for local level entrepreneurs and policy makers to collaborate on innovative initiatives for
inclusive and transformative development of subsistence and rural communities. While the onus
continues to be on governments to devise and implement policies for attainment of the UN SDGs

[28]

,

nurturing the talent and entrepreneurial spirit of the subsistence communities can be a practical, eﬀective
and parallel pathway for achieving these goals.
Second, the consolidation of URs also has implications for local procurement strategies, especially in

times of crisis, such as the ongoing pandemic. As the new normal of the post pandemic world evolves in
the near future, local procurement strategies will become integral to the continuance of businesses and
livelihoods while catering to the basic needs of consumers. The ﬁndings of this research bring to the fore
the signiﬁcant role URs can play in contributing to resilient South East Asian economies in the future.
Third, digitisation can cut across local boundaries and percolate regional economies, thereby opening new
trade channels across regional countries. Connecting the subsistence market UR businesses to vendors
and last mile consumers in regional ASEAN markets can open up new markets for URs. This can create a
parallel regional trade channel between the widely prevalent URs operating in resource-constrained
environments. These trade channels could also act as buﬀers to support economic and regional growth in
a post pandemic world as economies focus on their own recovery, prioritising local and regional trade
over international trade.
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