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Abstract. The paper presents the value propositions of successful foreign-owned SMEs in South Africa. The focus on successful foreign-
owned SMEs provides a stimulus for cross-cultural knowledge diffusion through internationalisation of entrepreneurial efforts by
examining the currently under-studied value proposition construct within the SME sector. To achieve this aim, a multi-case empirical
investigation, using the grounded theory approach, was conducted with a sample of forty-two successful foreign-owned SMEs in South
Africa. The findings revealed that successful foreign-owned SMEs, in addition to commonly known value propositions (i.e product-based
value propositions), have unique value propositions (customer interaction and business processes) that enable their businesses to succeed.
A value propositions mix (VPM) framework for successful SMEs is presented, therefore, in this paper. The findings of this study are
valuable in providing new insights into the VPM of successful foreign-owned SMEs to inform the broader development and sustainability
of the SME sector operating within the African continent.
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1. Introduction

The creation of unique value propositions is a key source of competitive advantage and central for successful
business models (Osterwalder, Pigneur, Bernarda & Smith, 2014; Teece, 2010; Vorbach, Miller & Poandl, 2019).
Osterwalder et al. (2014) noted that effective value proposition design enables the business to have a better
understanding of the value creation patterns, as well as giving the business an opportunity to leverage its internal
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capabilities and resources. These factors can be key sources of competitive advantage. As a result, the most
important innovation activity of every business should be to strive to identify and create unique value propositions
in order to create and retain sustainable competitive advantages. In SMEs, value propositions are vital as a means
of identifying opportunities for growth and maintaining the overall sustainability of the business.

The significance of unique value propositions is widely recognized in general literature (for example see Payne &
Frow, 2014; Sengupta, Bamel & Singh, 2015) and appreciated by practitioners, yet a clear understanding of value
propositions in various business sectors is still lacking. The specific application of the value propositions’
concepts in addressing the failure of SMEs, especially in the early business development stages, found limited
expression in extant literature. Thus, this paper seeks to provide new insights into the value propositions of
successful foreign-owned SMEs as well as to offer the value propositions mix (VPM) framework for SMEs. An
understanding of the value propositions of successful foreign-owned SMEs that, despite the additional challenges
that they face in the local market, continue to succeed, is central in broadening current knowledge of the said
value propositions and increasing the scope of endeavors to address growth challenges among SMEs in South
Africa. This paper is an exploratory study and, thus, does not attempt to provide a comparison with native-owned
SMEs. The researchers, (referred to as ‘we’ or ‘us’ in future) therefore, sought new insights from the proprietors
of the above mentioned successful foreign-owned SMEs.

In this paper, successful-foreign-owned SMEs are defined as businesses that are owned by foreign nationals in a
host country, employing less than 250 employees; that have been operating for a period of more than three and a
half (3.5) years, thus established SMEs were used (Herrington and Kew, 2016). Also, the success of SMEs was
determined in terms of business performance using measures such as profitability, growth, market share, return on
investment, number of employees and product lines (Radipere & Dhliwayo, 2014).

Successful foreign-owned SMEs bring to the host nation the diversity of culture and knowledge needed for cross-
cultural learning and development (Radipere & Dhliwayo, 2014; Tengeh, 2013). Compared to their locally owned
counterparts, successful foreign-owned SMEs are susceptible to additional challenges to those experienced by
native-owned SMEs, yet they continue to succeed (Tengeh, 2013). Previous studies, such as those conducted by
Ndoro (2016), observed that successful foreign-owned SMEs conduct business differently from native-owned
SMEs. For example, in the grounded theory study of foreign-owned SMEs by Chinese nationals, Ndoro (2016)
revealed the unique opportunity identification mechanisms employed by these businesses. Similarly, Elo
(2016:123) noted that international business, resulting from foreign-owned businesses, facilitates brain-gain and
creates connecting flows and competitiveness. At the same time, the economic and social gains achieved by both
the home and host countries are considerable (Nkongolo-Bakenda & Chrysostome 2013). These findings espouse
the view that successful foreign-owned SMEs are a source of new insights for the development of the broader
SME sector. Also, the diversity of business sectors in which successful foreign-owned SMEs operate and the
innovation propensity of foreign-owned SMEs (Ostrovsky & Picot, 2020), create an opportunity for the diversity
of perspectives to be used to develop a synthesized VPM for SMEs. Against this background, this paper sought to
investigate the value propositions of successful foreign-owned SMEs in South Africa with the goal of developing
a VPM that could be adopted by SMEs in South Africa and beyond.

Firstly, this paper provides theoretical perspectives on notions of foreign-owned SMEs and the concepts of value
propositions to aid our understanding of the concept and its application in SME literature. Secondly, it discusses
the methodology applied when gathering the empirical data used in this paper. The findings of the empirical
investigations are then presented and discussed, together with an integrative framework of value propositions of
SMEs. The article finishes with the presentation of the concluding remarks and the practical implications of the
study. The following section delineates the concepts of value propositions.
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2. Theoretical Perspectives

This section presents theoretical perspectives on the notions of foreign-owned SMEs and value propositions. This
information is important because it characterizes the nature of foreign-owned SMEs, the challenges that they face,
and their contributions to economies globally. At the same time, it is important to conceptualize the concepts of a
value proposition, as well as highlighting the important literature and theoretical perspectives relating to these
concepts. The following subsection discusses the notions of foreign-owned SMEs.

2.1 Foreign-Owned SMEs

Foreign-owned SMEs have been studied in extant literature using name variations such as immigrant-owned
SMEs and international new ventures (INVs) (Abrahamsson, Vanyushyn & Boter, 2019; Prashantham, Kumar &
Bhattacharyya, 2019). Thus, extant literature provides clarity on the conceptualization of foreign-owned SMEs,
regardless of the disparate definitions of SMEs in different contexts. There are country-level variations in terms of
criteria for defining SMEs, with many countries using the number of employees and annual turnover as
determining factors. Because of differences in currencies, which make comparability among countries difficult,
the annual turnover criterion poses challenges when considering universally applied criteria. There, however,
seems to be agreement in literature that the number of employees’ criterion can be universally applied (Altman,
Esentato & Sabato, 2020; Cicea, Popa, Marinescu & Stefan, 2019). Using the number of employees as a criterion
for defining SMEs, many countries consider the figure of not more than 250 employees as the requirement for the
business to be classified as an SME (Arthur, 2020; Takyi & Naidoo, 2020). Combining the criteria of the number
of employees and the country of birth, foreign-owned SMEs in this article are defined as businesses that are
owned by foreign nationals in a host country, employing less than 250 employees.

The role of foreign-owned SMEs is widely acknowledged throughout the world (Kerr & Kerr, 2020; Nkongolo-
Bakenda & Chrysostome 2013). Kerr and Kerr (2020) in their study of foreign-owned firms in the United States
of America (USA), revealed that over 25% of new firms in the USA are foreign-owned. A similar observation
was noted in Canada where the innovative potential of foreign-owned SMEs translates into proportionately high
numbers of new businesses that are started by foreign nationals (Ostrovsky & Picot, 2020). In South Africa, the
majority of foreign nationals are pressed into starting new businesses due to weak opportunities for formal sector
employment, discrimination, lack of documentation and similar challenges, resulting in a proportionately large
number of foreign-owned SMEs (Charman & Piper, 2012; Radipere & Dhliwayo, 2014). These numbers are even
higher when opportunity-based immigrations to start new businesses in South Africa are also taken into
consideration. Opportunity-based immigrations occur when foreign nationals move into another country to seek
entrepreneurial opportunities. On the African continent, South Africa has long been a favourite destination for
prospective foreign entrepreneurs due to its open policies competitive markets, and ease of conducting business
(Asongu & Odhiambo, 2019).

Due to their extraneous nature, foreign-owned SMEs are susceptible to additional challenges compared to their
native-owned counterparts (Charman & Piper, 2012; Radipere & Dhliwayo, 2014; Radipere & Dhliwayo, 2014;
Tengeh, 2013). Charman & Piper (2012) noted that, in addition to commonly known challenges facing SMEs in
South Africa, successful foreign-owned SMEs, as previously indicated, are susceptible to discrimination,
challenges in obtaining the relevant documentation (e.g. visas and permits), cultural barriers and stereotypes, as
well as lack of community acceptance leading to xenophobic attacks. Nkongolo-Bakenda and Chrysostome
(2013:7) referred to the challenges facing foreign-owned SMEs the “liability of foreignness” which results from
the fact that foreign-owned SMEs incur “...unavoidable costs arising from sources, such as higher coordination
costs, the foreign firm’s unfamiliarity with the local culture and other aspects of the local market, a lack of
information networks or political influence in the host country, or their inability to appeal to nationalistic
buyers”). Despite these additional challenges, there are several successful foreign-owned SMEs in South Africa.
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A question, therefore, arises as to what makes these SMEs succeed despite the additional challenges that they
face. A good starting point for beginning to understand the source of their success would be to investigate the
value propositions of these successful SMEs. This fact arises mainly because value propositions have been widely
noted as a key source of competitive advantages (Payne & Frow, 2014; Sengupta et al., 2015). The following
section, therefore, presents theoretical perspectives on the concept of value propositions.

2.2 The concepts of value propositions

The concept of value propositions can be located within the broader business model literature. Acknowledging
that the business model logic consists of interrelated dimensions that reinforce each other, the centrality of the
value proposition dimension is undoubted (Amit & Zott, 2012; Osterwalder et al, 2014; Priem, Wenzel, & Koch,
2018; Zott, & Amit, 2013). Priem et al. (2018) emphasized that value propositions and the resultant value creation
as the conditio sine qua non for value capture is at the heart of any business model research. Similarly, Satar,
Dastane, & Ma’arif (2019) in their study of value propositions for e-commerce confirmed the central role that the
value proposition in shaping the business’s competitive advantages and ultimate success. Thus, understanding,
designing, and delivering effective value propositions underlie the holistic business model logic and is indeed a
key source of competitive advantage.

The concept of value propositions has been widely explored by many scholars in business models and marketing
research literature (for examples see Frow & Payne, 2011; Key et al., 2017; Osterwalder, Pigneur, Bernarda &
Smith, 2014; Payne, Frow & Eggert, 2017; Trkman, 2019). The Marketing Research Institute’s investigations
noted the identification and development of value propositions as a priority research focus area for managers and
scholars alike (Payne & Frow, 2014). Similarly, Webster and Lusch (2013) argued that the marketing discipline
needs fundamental rethinking and redefining of the essential premises and implicit models that have characterized
the marketing discipline for over 50 years, in which the value proposition models are not an exception.

The concepts of the value proposition are anchored on the provision of value to the customers and other
stakeholders (Wruk, Oberg, Klutt & Maurer, 2018). It captures the values that a business promises to their target
customers (Martin, 2016; Schor, 2017; Wruk et al., 2017). Gilles and Christine (2016) construed value as a
multifaceted construct that integrates many aspects within, as well as beyond, the limits of a single business
organization. In this regard, Fernandes, Martins, Campese and Rozenfeld (2019) identified the four categories of
value, namely functional, emotional, change of life and social impact. The functional category is associated with
the practical purposes of a product that reflects its function in the day-to-day lives of the relevant stakeholders.
Emotional categories relate to the product’s ability to generate positive emotions for stakeholders. Change of life
comprises the product’s capacity to influence the perspectives on which the stakeholders analyse the world. Social
impact refers to the search for a common good, such as improvement of living conditions of people with whom
the stakeholders have empathy (Fernandes et al., 2019). Considering all the different types of values, a value
proposition, therefore, is a representation of the values that an organization promises its target customers (Martin,
2016; Schor, 2017).

One of the oldest conceptualization of value proposition is found in the seminal paper by Lanning and Michaels
(1988) who suggested that a value proposition is a simple statement of both tangible and intangible benefits that
the business provides to its customers. Lanning and Michaels's (1988) conceptualization of value proposition was
premised on the business’s value delivery system in which the business chooses, provides and communicates the
value proposition to its customers.

Many definitions of value propositions found in the literature are based on the work of Lanning and Michaels
(1988). For example, Johnson, Christensen and Kagermann (2008) describe a value proposition as a statement of
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promise that a business formulates and adheres to solve a customers’ fundamental dilemma of selecting between
alternatives when making a purchase decision.

Despite its wide use in business models, marketing, and other related fields of study, Payne et al. (2017) noted
that the concept of value proposition remains poorly understood by many scholars and managers. By extension,
the application of the concept is also poorly executed both in literature and in practice (Katz, 2010; Skalén,
Gummerus, Koskull & Magnusson, 2014).

While extensive literature exists on the importance of value propositions, the literature on the value propositions
of specific groups of firms, such as successful foreign-owned SMEs, is scant. Furthermore, relatively little
research (Millspaugh & Kent, 2016; Safar, Sopko, Bednar & Poklemba, 2018; Zaborek & Mazur, 2019) has been
published on the application of the value proposition concepts in SME literature, especially in the African context.
Yet, the concept of the value proposition is important in delivering, communicating and retaining company value
to its customers. In their study, Safar et al (2018) broadly investigated the concept of the SME business model in
the fourth industrial revolution in which they emphasized that this specific business model should include novel
value propositions, value creation and value capture. However, the study did not offer a specific application
context. In another similar study, Zaborek and Mazur (2019) studied the value proposition co-creation with
consumers among Polish manufacturing and service SMEs. In this study, Zaborek and Mazur (2019) expressed
the central role of value propositions among both manufacturing and service sector SMEs. Consequently, in this
study the value proposition is being considered as a central component for business success within the broader
business model logic (Osterwalder et al., 2014), and is being applied to the context of successful foreign-owned
SMEs. Against this backdrop, this paper sought to investigate the value propositions of successful foreign-owned
SMEs. The following section presents the research methodology applied in this study.

3. Methodology

Our methodology is founded on the Grounded Theory approaches of Strauss and Corbin (2008), focusing on the
value propositions of successful foreign-owned SMEs in South Africa. With regard to the academic discussion in
the preceding sections, Glaser and Strauss (1967) encouraged researchers to remain theoretically sensitive and to
make use of existing insights while, at the same time, considering the emerging data. In this regard, a multistage
non-linear approach to theoretical review was conducted (Hussein, Kennedy & Oliver, 2017). Thus, the
presentation of theoretical perspectives in the preceding sections does not imply that a literature review was
conducted prior to conducting empirical investigations. Concurrent data analysis and a review of existing
theoretical perspectives were conducted at different stages of the research process, thus, minimizing any possible
preconceptions in grounded theory development. In this regard, we adopted an iterative process of concurrent data
collection and data analysis following the guidelines provided by Collins and Hussey (2014). The iterative
process emphasizes the relationships between data collection, coding, analysis and theoretical development
(Collins and Hussey, 2014). The iterative process involved moving back and forth between stages throughout the
concurrent data collection and analysis to develop the emergent theory.

The initial sample was selected using a judgemental sampling method in which SMEs who met the criteria of
successful foreign-owned SMEs were selected. In this study, successful-foreign-owned SMEs are defined as
businesses that are owned by foreign nationals in a host country, employing less than 250 employees, that have
been operating for a period of more than three and a half (3.5) years, thus established SMEs were used
(Herrington and Kew, 2016). Also, the success of SMEs was determined in terms of business performance using
measures such as profitability, growth, market share, return on investment, number of employees and product
lines (Radipere and Dhliwayo, 2014). To establish success, we used convenience sampling as an initial sampling
approach to identify known and accessible foreign-owned SMEs to establish how long they have been operational
and to find out if they consider themselves as successful in their business ventures. Furthermore, the initial
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questions also sought to determine the SMEs’ number of employees, level of profitability and the variety of their
product lines. This use of initial sampling technique was informed by Charmaz (2014: 197) who advised that
“initial sampling in grounded theory gets you started, theoretical sampling guides where you go”.

Following these criteria, the initial sample of six (6) successful foreign-owned SME owners were interviewed
using the initial interview guide which comprises specific but open-ended questions on the value propositions of
successful foreign-owned SMEs. As the interviews continued into the subsequent phases, the initial interview
guide evolved when new questions were added, while some questions were reviewed, amended or removed to
focus on the emergent themes and categories of data. Each interview lasted from between 45 to 60 minutes per
session.

Subsequent sampling used a combination of snowball sampling and theoretical sampling techniques. Using
snowball sampling, the initial sample provided leads to other successful foreign-owned SMEs known to them.
Theoretical sampling involved starting with the initial data set obtained from the original sample to construct
tentative ideas about the data and then examining these ideas through further empirical enquiry (Charmaz, 2014).
Thus, theoretical sampling involves moving between data collection and data analysis throughout the research.
Early data and codes raised unanswered questions. Similarly, early categories were suggestive but not yet
definitive. Therefore, further data collection refined them and new insights from which to view data led to fresh
conceptual directions. Several rounds of interviews continued until theoretical saturation was achieved.
Theoretical saturation relates to the point when emerging concepts have been fully explored and no new
theoretical insights are being generated (Charmaz, 2014). During this process, the researcher constantly returned
to individual participants, checked the initial assumptions and collected more data until theoretical saturation was
reached. According to Straus and Corbin (2008), theoretical saturation is reached when there is no new or relevant
data emerging about a category that has been well developed in terms of its properties and dimensions and, lastly,
when the relationships among categories are well established and validated. In this study, theoretical saturation
was reached after interviewing forty-two (42) successful foreign-owned SMEs.

We used NVIVO 11 for storing, managing, and analyzing data. All audio recorded interviews were transcribed
into text format after every interview. With each interview, concurrent data collection and data analysis were
conducted until theoretical saturation was reached. The data analysis involved the use of open coding technigues
(breaking down, examining, comparing, conceptualization and categorization of data). This process was followed
by axial coding techniques procedures in which data was put together in new ways after open coding. Lastly,
selective coding procedures of selecting the core categories, systematically relating it to other categories,
validating relationships and filling in categories that need further refinement and development (Bryman and Bell,
2014). Throughout the whole process, constant comparisons of emerging categories and concepts were conducted
to maintain a close connection between concepts and categories (Straus and Corbin, 2008). NVIVO 11 software
enabled the management of large ‘chunks’ of data, coding and qualitative data analysis.

To ensure trustworthiness (validity and reliability), we used the five criteria of trustworthiness measures proposed
by Wallendorf and Belk (1989), namely credibility, transferability, dependability, confirmability and integrity. In
particular, we used member checks in several rounds of interviews to also validate previously made assertions and
to ensure the overall trustworthiness of our findings. The following section presents the findings of this study.

4. Findings
The findings presented in this paper emerged from the primary questions that sought to identify the value

propositions of successful foreign-owned SMEs. Specifically, the questions related to the unique set of benefits
offered by the foreign-owned businesses to their customers, as well as to how they offer these benefits.
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4.1 Participant background Information

Forty-two (42) successful foreign-owned SMEs were interviewed in multiple rounds of interviews. These
participants were from different business types including Retail, Business, Legal Consultancy, Information
Technology and Electronics, Construction and Maintenance Services, Cosmetics and Beauty Services and
Hospitality Services. Table 1 shows a summary of the participants’ background information in terms of country of
origin, gender, the average number of years in business and the average number of employees.

Table 1. Participants’ Background Information

Country of origin Number of Number of Males Number of Average Age in Average Number
participants Females Business of employees
Bangladesh 2 2 0 16 35
Ethiopia 2 2 0 9 4
Ghana 3 2 1 9 9
India 2 2 0 13 6
Liberia 1 1 0 10 32
Malawi 2 1 1 5 15
Nigeria 7 5 2 8 6
Pakistan 2 2 0 10 4
Portugal 1 1 0 14 35
Zambia 6 5 1 6 6
Zimbabwe 14 9 5 8 15
Total 42 32 10
Combined Mean 9 12
Min 5 4
Max 16 35

Participants came from eleven (11) different countries. The largest number of participants were from Zimbabwe
(14), followed by Nigeria (7), Zambia (6) and Ghana (3). Bangladesh, Ethiopia, India and Pakistan were
represented by 2 participants each while one (1) participant was from Portugal. One participant (the owner) from
each SME was interviewed.

Thirty-two (32) of the participants were males and ten (10) were females. Their combined average number of
years in business was nine (9) years, with a minimum of 5 years and a maximum of 16 years. The combined
average number of employees was twelve (12), with a minimum of four (4) employees and a maximum of thirty-
five (35) employees. The National Small Business Act, 106 of 1996 classifies micro enterprises as businesses
with less than 5 employees. The majority of businesses used in this study had more than 5 employees (except for a
few selected businesses which met other criteria such as the number of years in business and/or annual turnover as
reported by participants) thus, this the study was not only concerned with micro enterprises. We acknowledge,
however, that the majority of businesses used ranged from very small (10 - 20 employees) to small (less than 50
employees) with a few medium sized (more than 50 employees) hence a low mean number of employees of 12.
The following section presents the results of open coding.
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4.2 Open Coding

The first step of data analysis used open coding techniques in which relevant terms, phrases, statements and
observations were coded. Table 2 shows a list of open codes identified during the open coding process.

Table 2. List of Value Propositions Open Codes

Empathizing with customers
Finding something within
Not expensive

Good service

Motivate clients
Providing access

Closer to the people
Foreign clients

Awvailable online
Marginalised markets
Meaningful contribution
Lower prices

Perfect work

Well known by customers
Be yourself / authenticity

Predominately in townships and rural areas

Unique styles

Addressing a need in society
Training own staff for good service
Repeat business.

Quality products

Not copying others

Unique service

Loyal staff for good service
Flexible to customers
Home-cooked meals

Quality service

Few service providers
Catering to diverse customers
Flexible payment terms
Feeling at home
Affordability

Discounts
Complementary services
Customised services

No short cuts

Proper products
Building trust

Diversity

Connections

Quality of service
Timeous delivery
Access to goods
Providing the service as and when
it is required.

Going to clients” homes
Proximity to clients
Being more available

Something unique Competitiveness Being there
Organic food Going an extra mile
Trust relationship Understanding clients’ needs

Diversity of offerings

4.3 Axial Coding

Following the open coding processes, axial coding was applied to the data to build categories and their properties.
In total, 9 2" order themes and three aggregate dimensions were developed, as shown in Figure 1. The aggregate
dimensions that emerged from our analysis are customer interaction values, product/service values and business
process values. These dimensions are discussed in the following subsections.

4.3.1 Customer interaction Values

The customer interaction value relates to the value that is derived from the manner in which the business interacts
with its customers. In this category, successful foreign-owned SMEs expressed their accessibility, ability to serve
marginalized customer groups, and their appeal to diverse customers as the basis for their customer interaction
values. These issues are discussed in the following subsections.

Accessibility

Accessibility was cited by 20 participants as one of the value propositions who indicated that they provided access
to goods and services that would otherwise not be available to some sections of the population. Participant 1
remarked that his SME “assists in making legal and other services available... to almost everyone”. Similar
sentiments were echoed by Participant 15 who conveyed that “it's [about] giving people access to goods they
would otherwise not [be able to] afford”.

The concept of accessibility was also evident in terms of the location of the majority of the foreign-owned SMEs.
Most businesses were located within easy reach of their target customers. This observation was confirmed by
Participant 6 who revealed that “in the catering business you have to make sure that you are located at a place
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where you have access to all the people who are working, and everyone else”. There was also an expression of a
conscious selection of locations that were suitable for the type of business. Most foreign-owned SMEs were
located in townships, downtown market areas and rural areas. Participant 24, who operated a chain of butchery
and general merchandise shops, confirmed this observation, stating that “we are predominately in the locations, in
the rural areas, in the homesteads”. Other facets of accessibility were in terms of provision of delivery services
and online business presence.

Also related to the notion of location is the flexibility of the participants’ SMEs to offer services according to the
needs of customers. The business owners in this study who were involved in general merchandise retail and
electronics services, especially those in the rural areas and outskirts, indicated that they operated their businesses
outside normal working hours.

In the consulting industry, being available when needed by a client is a common concept, also pointing to
flexibility. Participant 20 emphasized this notion when he asserted “I’m available and I'm letting my clients and
networks know that I'm fully available.” Participant 16 expressed similar sentiments: “l am willing to serve you. |
started by making myself available to existing companies.” A closer look at Participant 16’s affirmation of
willingness to serve customers was a clear indication of answering customers’ needs. Participant 9 echoed that the
“customer is like a god, that’s my motto”. Similar assertions were made by 19 other participants.

Serving marginalized customer groups

Also related to the concept of serving diverse customers was that of serving marginalized customer groups. This
category was expressed by 4 participants in this study. Here, the successful foreign-owned SME owners indicated
that they chose their business locations carefully to ensure that they reached the unserved and marginalized
market segment. To illustrate this, Participant 22 indicated they normally served “marginalized markets in the
rural communities”. Similar sentiments were echoed by Participant 24 who related that “we are predominately in
the locations [townships], in the rural areas, in the homesteads”. This concept was also found to be related to the
notion of accessibility.

Diversity of clients and goods

Other participants mentioned the diversity of clients and goods they served as part of their value proposition. Four
(4) participants in this study expressed this view. This notion was further reinforced by the participants in the
catering business who indicated that they offered a variety of menus to cater to the diversity of their clients’ needs
and backgrounds. This approach was seen as beneficial to SMEs because it increased their market base.

4.3.2 Product/Service Values

The product/service values relate to the specific aspects of the product or service from which the customer derives
value. Among the successful foreign-owned SMEs interviewed in this study, affordability, quality and uniqueness
emerged as among the key product/service values in their businesses. These are discussed in the following
subsections.

Affordability

Another component of the value proposition of foreign-owned SMEs relates to the affordability of their goods and
services. This factor was reinforced by 28 participants. Participant 13 highlighted that their pricing was structured
in such a way that it suited their customers’ buying power. Participant 13 advised that “where the buying power is
not that strong, irrespective of the quality, you have to think of a very reasonable mark up so that it can be
affordable for your client”. Similar sentiments were expressed by Participant 17 who advised that “make sure that
vou don’t go for the kill. Don’t try to [put] your price too high”. Participant 30 also mentioned that “we are way
cheaper than established retailers”.
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Product/Service
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e Few service providers
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Product Unigueness

o Timeous delivery
o Reliability

o Quality service
Feel at home
Competitive

Quality
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e Good service
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» Timeous delivery
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Figure 1. Data Structure, Customer Interaction Values, Product Service Values, and Business Process Values

In addition to the participants’ accounts, the researcher’s first-hand experiences and comparison of prices for
similar products confirmed that the majority of products offered by foreign-owned SMEs were cheaper than those
offered by large retailers who were operating in the shopping malls and city centres. Therefore, the affordable
prices offered by foreign-owned SMEs appeared to be one of their strong value propositions.

Linked to the concepts of affordability, is the notion of payment terms. This was mentioned by ten (10) of the
participants who indicated that one of the unique benefits they offered to their trusted customers was flexible
payment terms. Participant 17, when talking about dealing with clients who could not pay their fees upfront,
relayed that “what normally works is a form a credit system”. Participant 7, an engineering consultant, also
indicated this benefit when she explained that:

Unlike other private consultants who need their money upfront, | am flexible to say, you know,
I understand this project is for the government, you can pay me something now but when you
get paid you can pay me the rest. So usually, it’s like 20% upfront just for me to afford to do

the job.

Similar assertions were made by other SMEs who operated in general merchandise retail, hair and beauty, and
catering.

Quality Products/Services

Another concept that came out strongly was that of quality, which was mentioned in 42 (all) accounts. This
consensus means that participants viewed quality in different terms, whereby, one participant could describe it in
more than one word or mentioned quality several times in their accounts. Participants indicated that they
prioritized offering high-quality goods and services to their customers. Participant 12 summed up this concept,
maintaining that “our values are excellence. So, we want to get someone who is going to do a good job and
deliver so that that can create more opportunities”. This assertion also implies that with high-quality services
come more business opportunities, hence the desire to offer high-quality goods and services all the time. All the
participants interviewed demonstrated their commitment to high-quality goods and services to their customers.
Another facet of the value proposition of foreign-owned SMEs emerged in the form of the good service that they
offer. This concept was evident in 30 accounts of the participants interviewed. Participants expressed that it was
through the good service that they offered their clients that they were able to secure repeat purchases. Participant
16 explained that “delivering good services makes them [customers] come to you all the time”. The concept of
good service also appeared in the form of an ‘extra mile’ to ensure that the client received a satisfying service.
Participant 14 stated: “If your client says ‘polish my shoe’, then polish it, it will not kill you, provided that you are
getting your money, you are getting your services.” This also confirms the emphasis placed on customer
satisfaction.

Offering unique products

The business owners also expressed their value proposition in terms of offering unique products. This concept
was found in 29 accounts of the interviewed participants. The uniqueness of the products ranged from home-
cooked meals, organic products, unique service or style offerings, imported products and unique medical benefits.
Participant 19 relayed that their value proposition was based on “bringing in a new product, new ways of doing
things”. The same sentiments were echoed by several other participants.
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4.3.3 Business Process Values

The business values relate to the value proposition that arises from the day to interactions and processes of the
business. In successful foreign-owned SMEs, we found that business process values arise from understanding
clients’ needs, authenticity in business operations and overall reliability.

Understanding clients

One of the key sources of business process values that emerged from our study related to the concept of
understanding clients. This notion emerged in 42 accounts. Participants expressed that by understanding clients’
needs, they can deliver customized products or services that satisfy their clients. For example, Participant 14
stated the following: “I listen to people’s needs and work from there.” Similar sentiments were expressed by
Participant 16, who mentioned that understanding clients involved understanding their needs and the challenges
that they expected the business to address. Participant 19 added that “we do background research on the
customer, so we don’t go in blind, because of our unique selling points, we try to say, ‘What can we do for you?”’.
These statements confirm a consumer-centric approach to business, in which the actions of the business towards
addressing the customer’s problem are informed and guided by the customer’s specific needs.

Authenticity and Honesty

Authenticity also emerged as another value proposition of foreign-owned SMEs. Although this concept was not
explicitly spelled out by most participants, its presence was strongly expressed in 6 accounts. Participant 13
indicated that “[my] unique way of doing my business is to just be, be myself... as real as possible, so that my
clients will have that confidence in me”. Similar sentiments were expressed by Participant 14 who indicated that
“l want to be as authentic as possible”. Although other participants did not explicitly express the concept of
authenticity, their genuine interest in the subject matter could be seen through their facial expressions and tone of
voice. In one of the memos written while waiting to interview Participant 27, the following was noted:

The expressions of this SME owner as he speaks to his clients demonstrate a keen interest in
his work and show noticeable originality in his conduct. | overheard him telling the client that
he could not fix the customer’s broken cell phone and advised his client to go to the
manufacturer since the product was still under a warranty. This gesture is a clear indication
of authenticity and honesty in business by this specific business owner.

A memo dated 28 September 2018, Gauteng

Participants stressed the importance of honesty and integrity when providing goods and services to clients.
Although this concept was expressed in only nine accounts, it was also confirmed through personal observations.
The business owners showed a remarkable level of honesty and integrity in their professional conduct. Participant
8 who runs a carwash business, confirmed this when he said:
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You know, honesty, that is a very important thing, whenever a customer comes and within
their cars, | need to try my level best to check with the guy that they should not pick up
anything from the cars.

Similar sentiments were expressed by Participant 16, who owns a training consultancy business, who when asked
about how he obtained a government tender narrated his experience with one of the government officers who
attempted to solicit a bribe. He concluded his narrative by saying: “...out of integrity, this is not what we do, we
don’t offer gifts or anything”. The participants emphasized that with honesty and integrity comes trust, and it is
from the trust relationship that they build with their clients that they can create long-term business relationships
and benefit from repeat purchases.

Reliability

Participants pointed to their timeous delivery and reliability as another source of their value proposition. This fact
was expressed in 14 accounts of the interviewed participants across all business sectors, but the importance of
timeous delivery was stated most strongly in the catering business. Participant 11, who ran a catering business,
stressed that “we make sure that we are very punctual ... The maximum time we expect our customers to wait is
just 10 minutes”. Participant 27, who operated an electronics repair shop, provided the following example: “If you
bring your laptop or your phone... I'll fix it now, I'll give it to you, and you go with it”. The emphasis on timeous
delivery was also confirmed by the researcher’s observations while waiting to interview Participant 11 in her
restaurant.

4.4 Selective Coding and Constant Comparative Analysis

The final step in the analysis of data involved the management of concepts and categories based on node
hierarchies. In NVIVO, nodes were structured in a branching hierarchical system with categories and
subcategories grouped to form node hierarchies, also known as tree nodes (Hutchison, Johnston and Breckon,
2010). This process was conducted to address conceptually related categories that were found scattered in our
lists. Moreover, categories that initially seemed distinct but found to be related were combined into one group.
We then used coding stripes to analyse the possible relationship between the concepts and categories. An analysis
of coding stripes showed relationships between all the value proposition concepts and categories. These coding
stripes enabled us to view segments of text as well as the additional nodes that are coded to that particular
selection of text. Consequently, coding stripes enabled us to compare categories and concepts. Using the
guidelines provided in Hutchison et al. (2010), we, therefore, used coding stripes to provide a visual overview of
the possible relationships between concepts.

Figure 2 is an illustration of the analysis of the coding stripes on NVIVO 11.
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Figure 2. NVIVO12 Screenshot: Results of Node Value Propositions with Coding Stripes

The relationship between all the emergent value propositions is an indication that successful foreign-owned SMEs
do not only use a single concept but rather combine various concepts in constructing their value proposition.
Thus, the emergent value propositions were found to complement each other. This combination of concepts
enables the participating SMEs to appeal to a variety of customer segments and allows the business to operate
within a sustainable VPM. Furthermore, an analysis of the coding stripe and constant comparative techniques
gave rise to the VPM constructed in this study. By grouping the various dimensions in our analysis, based on the
observed relationships using coding stripes, (as illustrated in Figure 2), three value themes were developed,
namely, product/service values, customer interaction values, and business process. These values were used as a
basis for our VPM framework as shown in Table 3. The VPM framework provides a useful and simplified
visualization of the observed relationships, together with operationalized definitions of each theme.

Table 3. A VPM Framework for SMEs

Values Operational Definition Dimensions

Product/Service Values attached to the product or service offering. Product/Service quality
Product/Service Uniqueness
Affordability

Good service

Customer Interaction Values attached or related to interactions and | Accessibility

contact with customers Serving the Marginalised
Serving Diverse Customers
Understanding Clients

Business Process Values attached to business processes. Authenticity and honesty
Timeous Delivery
Payment Terms
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The VPM framework provided in Table 3 above identifies the three core values, provides operationalized
definitions of each of the core values, as well as identifying the key dimensions of each of the three values. It is
important to note that the dimensions presented in the VPM framework are not exhaustive but are a simple
illustration of the dimensions observed within the limits of the empirical investigations of this study. It is also
important to note that in our investigations and analysis, it was not possible to formulate a universal VPM.
Variations among successful foreign-owned SMEs and other businesses, therefore, are unavoidable. To address
this, we further developed a typology of value proposition to serve as “a yardstick, an abstraction, and
simplification” (Elo, 2016:132,) of successful value proposition combinations based on the line of business.

Table 4 below shows a typology of successful value proposition combinations identified in this study. Although
different combinations are notable among different lines of business, there are some common value dimensions
across all business lines. In terms of the product/service values, product/service quality, affordability, and good
service are found in all lines of businesses investigated in this research study. Commonalities are also notable in
customer interaction values in which the dimension of understanding clients is expressed in all lines of businesses.
In the business process values, the dimension on payment terms is found in all lines of businesses. This analysis,
therefore, provides a yardstick and simplification of successful value proposition combinations, classified
according to the line of business. While slight differences among businesses within the same line of business were
noted, the differences were not sufficiently significant for them to be presented on a case-by-case basis.
Furthermore, acknowledging that the dimensions observed in our study are limited to our investigation of selected
successful foreign-owned SMEs, future studies may identify and include more dimensions to the VPM.

Table 4. Typology of the value proposition of successful foreign-owned SMEs based on line of business

Line of Business  Retail Business  Legal Information  Construction Cosmetics and Hospitality
Consultancy Technology  and Beauty Services
and Maintenance Services
Electronics Services

Product/Service
Values

Product/Service
quality

Affordability

Good service

Product/Service
quality

Affordability

Good service

Product/Service
quality

Product/Service
uniqueness

Affordability

Good service

Product/Service
quality

Product/Service
uniqueness

Affordability

Good service

Product/Service
quality

Product/Service
uniqueness

Affordability

Good service

Product/Service
quality

Product/Service
uniqueness

Affordability

Good service

Customer
Interaction
Values

Accessibility

Serving the
marginalised

Serving diverse
customers

Understanding
clients

Serving the
marginalised

Serving diverse
Customers

Understanding
clients

Accessibility

Serving the
marginalised

Serving diverse
customers

Understanding
clients

Understanding
clients

Accessibility

Serving the
marginalised

Serving diverse
customers

Understanding
clients

Accessibility

Serving diverse
customers

Understanding
clients

Business Process Payment terms Authenticity and  Authenticity and  Timeous Authenticity and  Authenticity and

Values honesty honesty delivery honesty honesty
Timeous Timeous Payment terms Timeous Timeous
delivery delivery delivery delivery
Payment terms Payment terms Payment terms Payment terms
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5. Discussions

Our study set out to identify the value propositions of successful foreign-owned SMEs to use these value
propositions to inform the broad development, sustainability, and growth of the SME sector in South Africa and
beyond. Understanding the value propositions of successful foreign-owned SMEs is a key step towards cross-
cultural and cross-border knowledge transfer and diffusion and, thus, a move towards international
entrepreneurship. This study could provide new insights into the initiatives aimed at addressing the high failure
rate among SMEs in South Africa (Asah, Louw & Williams, 2020; Schachtebeck, Groenewald & Nieuwenhuizen,
2019).

While many studies (for example see Moos & Sambo, 2018; Musara & Fatoki, 2011; Pillay, 2019; Schachtebeck
et al., 2019; Wentzel, Smallwood & Emuze, 2016) sought to provide solutions to the high failure rates of SMEs in
South Africa from a native-owned SMEs perspective. Our study set out from the premise that, potentially, new
insights could be drawn from studying the business models of successful foreign-owned SMEs. This premise is
not unique to our study. Extant global literature (for example see Choudhury & Kim, 2018; Ling, Yen, & Yen,
2016; Makkonen, Williams, Weidenfeld & Kaisto, 2018) based their investigations on similar premises and found
that in most cases foreign-owned businesses are a reservoir of unexplored knowledge that could benefit native-
owned businesses.

Although some of the value proposition dimensions revealed in this paper have been noted in other contexts, for
example as success factors from a marketing perspective (see, Alfogahaa, 2018; Gupta & Mirchandani, 2018;
Moeuf, 2020) and in business model literature (see, Osterwalder, et al., 2014)), this paper still contributes to the
broad range of existing literature by providing insights from successful foreign-owned SMEs. This endowment is
important in advancing the theoretical discourse on the subject matter by offering insights from an unexplored
context of successful foreign-owned SMEs.

While successful foreign-owned SMEs also employ commonly known value propositions, this study identified
some of their unique value propositions. The commonly used value propositions are in the form of product/service
values that have been identified in the existing literature, for example in the findings of Osterwalder, Pigneur,
Bernarda & Smith, (2014). In addition to commonly adopted value propositions, successful foreign-owned SMEs
include customer interaction and business process values in their VPM.

Both customer interaction and business process values have been observed to be key facilitators of the co-creation
of value for customers. Previous studies such as Vorbach, Muller, and Poandl (2019) as well as Quero and
Ventura (2019) attest to the co-creation potential that arises from our observed dimensions of customer interaction
values, i.e understanding clients, authenticity, and reliability. The focus on customer interaction values follows the
service-dominant (S-D) logic which emphasizes that value is co-created by customers and is the outcome of the
activities and interactions in which resources are integrated and utilized for mutual benefits (Skalén, et al., 2014).
In the study entitled “Dynamics of value propositions: Insights from a Service-Dominant Logic”, Kowalkowski
(2011) expressed the importance of customer interaction as being among the guiding principles for designing
market offerings, strategic communication of the firm’s value proposition, and development of competitive
advantages. In addition, customer interaction values enable the discovery of opportunities for value creation that
would otherwise be constrained by the traditional goods-dominant logic (Kowalkowski, 2011; Skalén, et al.,
2014). Our research findings confirm those of Zaborek & Mazur (2019) who in their study of value co-creation in
Polish Manufacturing and Service SMEs revealed that “Service firms benefit from engaging in dialogue with
customers, while manufacturers show the positive influences of enhanced interaction and more choice options”.
Thus, the inclusion of the customer interaction values enables the businesses to understand their customers’ needs
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and, as a result, engage in the co-creation of value propositions with their customers which, in turn, engenders an
unfettered source of competitive advantages.

Similarly, business process management, which is akin to our business process values, was noted to facilitate the
co-creation of customer value (Noci, 2019; To, Chau & Kan, 2020). The business process values provide an
anchorage to the customer interaction values in which business processes support the holistic value creation
practices of the business. Supporting this view, previous studies such as those of Ebert (2016) and Kirchmer
(2017) emphasised that SMEs need value-driven business process management to succeed. According to
Kirchmer (2017) value-driven business process management provides insights into the most critical areas that the
firm should improve upon to unlock untapped value. This view espouses that the business process values
observed in this study are important for success.

Both customer interaction and business process values require that SMEs work closely with their customers for
the co-creation of value propositions. This situation implies the need for SMEs to forge relationships with their
customers. Considering the South African SME context, the long history of SMEs’ failure rate due to challenges
such as a failure to access markets (Cant, 2012; van Scheers & Mmatli, 2019), access to finance (Elizabeth,
Popoola & Popoola, 2020; Musara & Fatoki, 2011), among others can be addressed through the introduction of
mutually beneficial customer interaction and business process values. This perspective is supported by Chen, Liu,
and Wan (2020) who concluded that SMEs would find it worthwhile to focus their attention on maintaining strong
relationships, based on trust and commitment, with their customers. This fact is especially important for SMESs in
South Africa primarily because Hare & Walwyn, (2019) observed a lack of trust as being among the inhibitors of
access to markets for SMEs in South Africa. Thus, the application of customer interaction and business process
values are important in this context.

The VPM framework addresses the four core customer values proposed by Fernandes et al. (2019), namely
functional, emotional, change of life, and social impact. The functional values are synonymous with
product/service values in the VPM framework, while the emotional, change of life, and social impact values relate
to customer interaction values. These business process values are unique to this study and are equally valuable for
the success of businesses. For example, authenticity means that the business exercises truth throughout its
business processes and operations within its resource constraints.

Extant literature (Baldassarre, Calabretta, Bocken & Jaskiewicz, 2017; Katz, 2010; Payne, Frow & Eggert, 2017)
has focused extensively on product/service values with little regard for customer interaction and business process
values. The inclusion of customer interaction and business process values in the VPM provides a holistic view of
the value proposition concepts. The VPM frameworks present a holistic view of what values customers receive
(product/service values), how customers interact with the business and participate in the co-creation of values
(customer interaction values) as well as how the business creates and delivers the values to customers (business
process values). This holistic view of the value proposition provides SMEs with much-needed opportunities for
growth and ultimate success.

6. Practical value of the findings

The insight arising from the findings of this paper is that successful foreign-owned SMEs have a VPM that
includes product/service values, customer interactions as well as business process values has some merit.
Understanding such a VPM is not only important for the success of SMEs but also provides opportunities for co-
creation of value proposition between the SMEs and their customers. While this study focussed on successful
foreign-owned SMEs due to their distinctiveness within the SME sector in South Africa, in having succeeded
regardless of their having experienced additional business challenges, the findings of this study could be applied
to native-owned SMEs. This can inform policy aimed at growing the SME sector in South Africa and abroad
through cross-cultural and cross border transfer of business knowledge.
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7. Research Limitations and future research

This study is based on a qualitative grounded theory investigation of selected successful foreign-owned SMEs in
South Africa. However, the study provides a springboard for further studies on value propositions in the broader
SME sector. In this regard, we are looking forward to three exciting research streams in the future. The first
research stream could seek to expand the menu of the value proposition dimensions by exploring a variety of
industries, including value propositions in successful locally owned businesses as well as value propositions in
large organisations that may be adapted to the SME sector. The second research stream could explore quantitative
methodologies to generate research instruments, validate, and increase the generalisability of the findings of the
study. The third research stream could conduct longitudinal studies to test the effectiveness of a variety of VPMs
in the SME sector. Thus, further development of the VPM concepts is undoubtedly imminent.
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