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Abstract
E-commerce firms in Kenya operate within a highly dynamic and technology-driven environment characterized by rapid digital transformation, changing consumer preferences, increasing internet penetration, and intense competition. Despite the growth of the digital economy, many e-commerce firms continue to experience challenges related to profitability, sustainability, customer retention, and overall firm performance. This study examines the influence of business model innovation on firm performance among e-commerce firms in Kenya, focusing on three key dimensions: value proposition innovation, revenue model innovation, and process innovation. The study adopts an empirical literature review approach by synthesizing empirical evidence from global, African, and Kenyan studies to establish how different dimensions of business model innovation influence organizational performance. The review is anchored on the Resource-Based View, Dynamic Capabilities Theory, Knowledge-Based View, and Diffusion of Innovation Theory, which collectively explain how firms leverage internal resources, organizational capabilities, knowledge assets, and technological adoption to achieve superior performance in dynamic digital environments. Findings from the reviewed literature indicate that value proposition innovation enhances firm performance through customer-centric offerings, product differentiation, and improved customer experience, enabling firms to strengthen customer loyalty and market competitiveness. Revenue model innovation improves performance through diversification of revenue streams, digital payment systems, integrated service offerings, and efficient value capture mechanisms that enhance financial sustainability. Process innovation enhances operational efficiency, service quality, responsiveness, and cost reduction through improved operational systems and technology adoption. However, the review further reveals that the effectiveness of business model innovation varies across contexts depending on organizational capabilities, technological infrastructure, market conditions, and implementation effectiveness. The study concludes that business model innovation dimensions collectively influence firm performance rather than operating independently, and firms that integrate customer value creation, revenue optimization, and operational efficiency are more likely to achieve sustainable growth and competitiveness in the digital economy. The study recommends that e-commerce firms continuously invest in innovative business models, digital technologies, and customer-focused strategies to strengthen firm performance. Future studies should adopt longitudinal and mixed-method approaches to better capture the evolving nature of business model innovation in e-commerce environments.
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1.0 Introduction
The process of business model innovation is regarded as one of the key determinants of organizational competitiveness and performance in modern digital economies. Digital technologies, changes in customer demands, platform competition, and greater market dynamics have brought about a change in the ways firms can create, deliver, and extract value (Chen & Shahid, 2024). Within the realm of the e-commerce industry, there is an ever-present demand to change the nature of value proposition offered by organizations, refine the revenue model used, and optimize operations in order to keep up with rapid technology developments (Pavan & Samant, 2024). Business model innovation has, therefore, become an imperative for firms aiming to improve their performance.
Although there is increased understanding about the role played by business model innovation as a strategic resource, there still remains controversy among scholars about which particular dimensions of business model innovation matter most when it comes to affecting firm performance especially in new digital economies. Past literature presents contradictory views on how different dimensions of business model innovation affect firm performance. While research carried out in advanced economies focuses mainly on platform ecosystem, data-driven personalization, and high levels of digital integration as crucial factors in achieving success, research done in African countries focuses more on mobile payment integration, logistics customization, building customer trust, and innovation in terms of accessibility (Bell, 2024). These findings indicate that business model innovation and firm performance are context-specific in nature.
In particular, the issue of business model innovation is especially relevant in the sphere of e-commerce, where companies face turbulent environments that have fast-changing technologies, reduced switching costs, intense competition, and changing consumer demands. While most of the firms that engage in e-commerce tend to pursue innovative business models, the level of differences in achieving sustainable performance results is significant. While some of the firms manage to use their innovative value propositions, flexible revenue models, and efficient business systems to grow their businesses and gain a competitive edge, others continue to face problems related to inefficiency, ineffective customer attraction, losses in profit margins, and sustainability even with their innovations. It can be assumed that pursuing innovative business models on its own does not necessarily guarantee improved company performance, prompting research into which aspects of business model innovation impact firm performance.
The e-commerce sector in Kenya offers a significant case study for studying the link because of the fast development of e-commerce in the country. This country is known as one of the leaders in Africa in terms of the digital economy, which can be explained by greater penetration rates of the internet, popularization of smartphones, development of mobile money platforms, and the spread of digital entrepreneurship in the region (Machoka, 2020). It includes various actors such as marketplace platforms, aggregators, logistics players, and social commerce firms operating using various business models and digital platforms. Nevertheless, although the sector has a great deal of potential, Kenyan e-commerce companies still experience various difficulties including cybersecurity problems, high expenses, poor logistics infrastructure, trust issues among customers, and regulatory uncertainties (Vadivelu et al., 2026).
The research will be based on four related theories which include Resource-Based Theory, Dynamic Capabilities Theory, Knowledge-Based Theory, and Diffusion of Innovations Theory. The Resource-Based Theory describes how companies make use of unique resources like technological capabilities, brand identity, and digital infrastructure that help them create competitive advantages. However, the theory has often come under criticism for its inability to explain how organizations adapt their resources to the fast-evolving digital environment. In this regard, the Dynamic Capabilities Theory complements the resource-based theory by explaining how companies continually adapt and reconfigure both internal and external capabilities in response to environmental turbulence and disruptions brought about by technology changes. The Knowledge Based Theory takes the discussion further by highlighting the importance of knowledge, data analysis, customer insights, and organizational learning in creating innovation and competitive advantage. Additionally, the Diffusion of Innovations Theory sheds light on how firms embrace new innovations and adopt new digital systems and processes. Altogether, the above theories give an elaborate framework of how firms engage in the acquisition of strategic resources, adapting organizational capabilities, leveraging knowledge and adopting innovations.
Although earlier researches have explored the connection between business model innovation and organizational performance, the current body of literature is rather disparate as far as industries, geographical locations, and innovation aspects are concerned. Previous researches have mostly focused on such industries as manufacturing, SMEs, insurance, and digital entrepreneurship in general. Nevertheless, little empirical information is available regarding the effect of innovation factors on performance of companies that practice e-commerce within the Kenyan market environment. In addition, current studies have considered only individual aspects of business model innovation and neglected the simultaneous impact of all three innovation types (value proposition innovation, revenue model innovation, and process innovation). Therefore, there is not enough empirical knowledge about those innovation aspects that can most effectively influence the performance of e-commerce companies in Kenya.
1.1 Background of the Study
Indeed, the present-day business scenario has witnessed considerable evolution as a result of factors including globalization, digitalization, technological developments, and enhanced market interconnectivity. Such developments have heightened competition in most industry sectors, thereby forcing firms to constantly rethink their business strategies in order to remain competitive (Yadav, 2025). Competitiveness based on conventional aspects like physical resources and market dominance has been gradually displaced by innovative practices such as digitalization, customer-focused approaches, and more flexible organizations. As such, business model innovation can be regarded as one of the vital strategic concepts used by organizations to redesign value creation and capture processes (Torres & López, 2024).
Globally, the e-commerce sector has emerged as one of the fastest growing sectors in the digital economy owing to higher internet penetrations, developments in digital payment solutions, advancements in logistics, and changes in consumer purchase behaviors (Subramani, 2026). Firms operating in the e-commerce sector in developed economies face competition based on innovations in platform ecosystems, subscription based business models, personalization through use of artificial intelligence, and integrated supply chains in order to enhance customer experiences and efficiencies (Emma, 2024). Innovations in the business models in such developed digital environments are mainly facilitated by advanced technological infrastructures, digital literacies, and mature institutional frameworks facilitating innovation adoption and digital entrepreneurship. Consequently, firms operating in developed digital economies focus on innovation based on data, scalability of platforms, integration of ecosystems, and process automation as performance drivers.
In this case, the African e-commerce environment is characterized by very different environmental factors despite enjoying tremendous growth in terms of digital transactions. The industry has grown due to the rise in the use of smartphones, mobile money transactions, urbanization, and increased need for easily accessible digital shopping options (Liang, Mundy & Jagwayan, 2024). Nevertheless, the e-commerce businesses in Africa are still challenged by structural factors such as poor logistics, fragmented digital payment systems, low consumer confidence in online shopping, unclear regulations, and high operational costs (Mthembu, Kunene & Mbhele, 2018). As a result, innovations in business models in Africa are more inclined towards access, mobile payments, trust building, logistics, and local distribution networks.
One of the leading African digital economies is represented by Kenya, and it has seen considerable growth in its e-commerce sector because of improved access to the internet, smartphone penetration, and mobile money ecosystems such as M-Pesa. The e-commerce sector in Kenya comprises online retailing websites, marketplace aggregators, logistics enabled companies, and nascent social commerce players who compete using various digital business models and delivery systems (Peprah et al., 2024). Leading organizations in this sector regularly engage in innovations pertaining to the value proposition, revenue models, and processes to ensure improved customer satisfaction and competitiveness. Nevertheless, despite these innovations, many organizations face inefficiencies in operations, customer retention difficulties, cybersecurity risks, high logistics costs, and sustainability problems (Vadivelu et al., 2026). Moreover, there have been wide disparities in organizational performance irrespective of adopting similar innovation practices in business models. Thus, the linkage between innovation in business models and firm performance appears to be unclear in the e-commerce sector in Kenya.
1.2 Statement of the Problem
It has been realized that business model innovation represents one of the key strategic approaches by which organizations can improve their competitiveness and organizational performance through adapting to dynamic digital environments (Njeru, Kyongo & Wandiga, 2025). This aspect becomes especially relevant for the e-commerce sector because companies continuously reorganize and innovate with respect to their value propositions, methods of revenue generation, and operations due to the emergence of new technologies and increased competition in the digital environment.
Even though there is a rising trend towards using business model innovation by various e-commerce enterprises, information about the impact of business model innovation on organizational success remains vague and context-driven. Previous research findings show positive links between business model innovation and organization performance; however, the efficiency of this correlation depends greatly on a wide range of industry, country, and innovation-related aspects. The existing research undertaken in developed economies focuses mainly on the significance of highly developed digital ecosystem, integration of platforms, and personalization in achieving better performance results, while research carried out in Africa stresses on the importance of mobile payment integration, logistics changes, cost optimization, and methods of fostering customers' trust (Bell, 2024).
In the Kenyan e-commerce business environment, companies face fast-changing dynamics related to digitalization in conjunction with major challenges such as security threats, high cost of delivery, poor logistics, issues of customer trust, and uncertain regulation. Despite the efforts by firms to innovate their business models as a way to increase competitiveness and efficiencies, there are notable disparities in terms of performance between firms. While some companies manage to grow, retain customers, scale operations, and become profitable thanks to innovative business models, others struggle with declining profits and inefficiencies despite embracing business model innovations like their competitors. There is a need to understand the factors of business model innovations that influence the performance of firms.
Furthermore, the available empirical researches on business model innovations also face fragmentation along various dimensions. Firstly, past literature in the context of innovation generally deals with industries like manufacturing, SMEs, insurance, and entrepreneurship but lacks empirical research related to e-commerce enterprises that conduct operations in the digital economy of Kenya. Secondly, past researches have considered individual aspects of innovation rather than considering their collective impact on the performance of firms through innovation in value proposition, revenue model, and processes. Thirdly, past literature has yielded conflicting results about the significance of innovation dimensions in terms of performance contribution to organizations. Therefore, there remains limited empirical evidence explaining how specific dimensions of business model innovation influence firm performance among e-commerce firms in Kenya. This study seeks to address this gap by examining the influence of value proposition innovation, revenue model innovation, and process innovation on firm performance among e-commerce firms in Kenya.
1.3 Research Objectives and Hypotheses
1.3.1 General Objective
To examine the influence of business model innovation on firm performance advantage among e-commerce firms in Kenya.
1.3.2 Specific Objectives
The study was guided by the following specific objectives:
i. To determine the effect of value proposition innovation on firm performance among e-commerce firms in Kenya.
ii. To examine the effect of revenue model innovation on firm performance among e-commerce firms in Kenya.
iii. To assess the effect of process innovation on firm performance among e-commerce firms in Kenya.
1.4 Research Hypotheses
H01: Value proposition innovation has no significant effect on firm performance among e-commerce firms in Kenya.
H02: Revenue model innovation has no significant effect on firm performance among e-commerce firms in Kenya.
H03: Process innovation has no significant effect on firm performance among e-commerce firms in Kenya.

2.0 LITERATURE REVIEW
2.1 Introduction
This article reviews literature on business model innovation and firm performance among e-commerce firms in Kenya. It is grounded on four key strategic management theories and examines empirical studies from 2020 to 2026 on business model innovation in the digital and e-commerce sectors. Finally, the chapter presents a conceptual framework showing the relationships among the study variables.
2.2 Theoretical Framework
The present study is guided by the Resource-Based View (RBV), Dynamic Capabilities Theory (DCT), Knowledge-Based View (KBV), and Diffusion of Innovation Theory (DOI). The above theories have been brought together to offer a comprehensive analysis of how business model innovation affects firm performance in relation to e-commerce companies operating in Kenya. The use of all these four theories is informed by the idea that firm performance within the dynamic digital environment is dependent on the internal resource endowments of firms, capability restructuring, knowledge creation and utilization, and the pace and nature of innovation adoption within firms.
Even though each theory, on its own, is able to provide an explanation for the connection between business model innovation and company performance in e-commerce companies, each of the four theories separately is not enough to provide an explanation for the issue. The main strength of the RBV theory lies in its emphasis on resources, but the problem is that this theory cannot provide an understanding of how the firm adapts to environmental changes. While the DCT theory is able to explain adaptation, it does not consider the aspect of knowledge system and the process of innovation adoption. The KBV theory talks about the importance of knowledge utilization, while making assumptions about efficient knowledge integration processes.
As a whole, the four theories seem to address the same conceptual challenge, which is how organizations within rapidly evolving digital contexts are able to innovate their business models in order to gain competitive advantage. The RBV theory addresses the resource base needed for innovation to occur, the DCT theory discusses the process of change in the resource base, KBV discusses the generation and application of knowledge that helps make innovation decisions, while DOI theory talks about the diffusion and adoption of innovations among companies within an industry. Such a point of view seems particularly relevant for the e-commerce industry context.
2.2.1 Resource-Based View
According to the Resource-Based View (RBV) of the firm formulated by Edith Penrose and further developed by Jay Barney (1991), the key determinants of firm performance and competitiveness lie in the internal ownership and utilization of resources characterized by value, rarity, inimitability, and non-substitutability (VRIN). In other words, RBV asserts that companies can create superior performance not just via competitive positioning on the market but also thanks to the use of their own strategic and distinctive resources, which are hardly imitable by competitors (Varadarajan, 2023).
In the current research, RBV is used to demonstrate the impact of business model innovation on firm performance among e-commerce firms in Kenya. In accordance with RBV theory, the source of the competitive advantage in companies is associated with the application of certain strategic resources, including technological capabilities, digital platforms, capabilities for conducting analytics, logistics resources, company reputation, and personnel (Cuthbertson & Furseth, 2022). Among the e-commerce firms, these strategic resources provide the basis for business model innovation, which encompasses three aspects.
As an illustration, companies that have a sophisticated digital infrastructure and analytical skills would be well-placed to offer customized experiences, create optimal pricing strategies, and increase efficiency. Also, companies that have competent logistics operations and a reputable brand will be capable of enhancing services and retaining customers. Such capabilities would lead to improved organizational performance outcomes including increased sales, profits, satisfaction rates, and market share expansion (Ofori & Appiah-Nimo, 2022).
Nevertheless, one notable drawback of resource-based theory is that its internal focus means it fails to adequately consider the impact of environmental factors on organizational performance, especially factors like technology disruptions, regulatory influences, and competitive pressures that exist in digital environments (Willie, 2025). The e-commerce sector is characterized by dynamic consumer behaviors, fierce competition, and technological advancements, all of which may quickly reduce the value of resources. Notwithstanding this shortcoming, the RBV framework is highly applicable to this paper because it explains the basic concept behind business model innovations and their performance implications.
2.2.2 Dynamic Capabilities Theory
The Dynamic Capabilities Theory (Teece, Pisano & Shuen, 1997) further enhances the Resource Based View by contending that for an organization to excel in the dynamic environment, success does not just require resources but the ability to integrate, develop and realign capabilities inside and outside the organization in response to rapidly changing environments. According to the theory, continuous adaptation, renewal and transformation of capabilities ensure that organizations sustain competitive advantage.
Dynamic Capabilities Theory is applied in this study to establish the role played by business model innovation in impacting the performance of organizations in the e-commerce sector in Kenya. The theory stresses that the dynamic capabilities possessed by organizations help firms to sense, seize and respond to the changes in the environment through the transformation of organizational activities (Sun, Chen & Mei, 2024). In this case, these capabilities are seen in the innovation of business models in terms of value proposition innovation, revenue model innovation and process innovation.
For example, companies with good dynamic capability can quickly change their digital platform and their pricing model and revenue model and even their logistics and distribution system because of changing consumer preferences and technology disruptions. Such constant changes result in increased efficiency and customer satisfaction that, in turn, help to achieve better firm performance (Bag, Gupta & Luo, 2020).
The main criticism of the theory is that it is rather conceptual and does not provide specific mechanisms for developing and maintaining the dynamic capability of firms (Zollo et al., 2016). It is also important to remember that there are substantial differences in developing such a capability for different firms due to differences in leadership, corporate culture, and technology development stage. Nevertheless, it should be noted that the theory is very useful for this research as it describes the adaptation of business models within e-commerce companies.
2.2.3 Knowledge-Based View Theory
According to the Knowledge-Based View (Grant, 1996), knowledge is the most strategically important resource of the organization and the only sustainable source of competitive advantage. It claims that organizations are formed due to their superiority over markets in solving complex problems and implementing innovations through effective integration of knowledge into solutions.
In this study, the Knowledge-Based View will be used to justify the effect of business model innovation on the performance of e-commerce firms in Kenya. It highlights the importance of the fact that knowledge is present in people, processes, technology, and systems and allows for gaining competitive advantage due to the successful combination of tacit and explicit knowledge (Osobajo & Bjeirmi, 2021).
It can be concluded that in e-commerce firms, knowledge serves as an essential basis of value proposition innovation, revenue model innovation, and process innovation. For example, analysis of customer data, marketing intelligence tools, and insights of a digital platform are crucial for the design of personalized services and optimized prices. Continuous learning of customer preferences, trends in technology, and market dynamics will lead to the business model innovation and better performance results such as higher profits or customer retention (Olayinka, 2022).
However, one drawback associated with Knowledge-Based View is that it assumes that organizations can efficiently coordinate and capitalize on knowledge resources. However, this is not always possible because knowledge resources may be distributed, tacit, and hard to transfer among organizational departments (Pereira & Bamel, 2021). For example, in the e-commerce industry, factors like data silos, inability to do data analysis, cybersecurity issues, and inadequate digital literacy may hinder knowledge utilization. Besides, frequent changes in technology may make old knowledge irrelevant, making it necessary for organizations to learn continuously. Despite this drawback, KBV is highly applicable in the context of e-commerce companies.
2.2.4 Diffusion of Innovation Theory
Diffusion of Innovations Theory, developed by Rogers in 1962, describes how innovation spreads through a social system via communication channels over time. Diffusion of Innovation Theory argues that factors affecting adoption decisions include relative advantage, compatibility, complexity, trialability, and observability of innovation (Overbye-Thompson & Hamilton, 2025).
For this research, Diffusion of Innovations Theory will be used to explore how business model innovation impacts firm performance of e-commerce businesses operating in Kenya. The theory helps to understand how innovations like mobile payments, business models on platforms, logistics automation, and data driven customer engagement are diffused across e-commerce firms in Kenya. Early adopters of innovative business models are known to have a competitive advantage compared to their competitors who adopt innovations later (Saqib & Satar, 2021).
Nevertheless, a limitation in the Diffusion of Innovations Theory is that it operates under an assumption that innovation adoption follows a relatively linear process. In the context of digital innovation, the adoption process is likely to be non-linear, fast-paced, and impacted by unexpected occurrences such as changes in regulation, technology, and competition (Guidolin, 2023). In the realm of e-commerce, companies will have to decide whether to adopt innovations entirely, concurrently, or abandon them based on their strategy and resources.
2.3 Empirical Review
This section reviews past studies on business model innovation strategies and firm performance among e-commerce firms in Kenya and related sectors. It examines key dimensions of competitive strategies, including cost leadership strategy, differentiation strategy, and innovation strategy, and their influence on competitive advantage among e-commerce firms in Kenya.
2.3.1 Value Proposition Innovation on Firm Performance
Innovation in value propositions has been discussed extensively in strategic management and business model innovations because the latter is considered an important factor of performance in very competitive sectors where customers' demands play an important role, such as manufacturing, SMEs, and digital marketplaces. The concept of value proposition innovation can be explained as follows: It involves creating value for the customers through innovative strategies that include the provision of differentiated products/services or through customer-oriented innovation strategies. In this context, from a theoretical point of view, it corresponds to the RBV, wherein firms create superior performance through value creation through inimitable competencies.
Findings derived from empirical research conducted on a global scale indicate a positive correlation between the innovation of value proposition and business success. In this regard, according to the study by Soomro, Cao and Islam (2023), involving FMCG companies operating in India, organizations that adopt consistent product innovations and value propositions focused on customers realize greater success in the form of premium pricing, customer loyalty, growth in sales, and profitability. In essence, it means that, in highly competitive and established markets, the innovation of value propositions serves as an important tool for differentiation and market positioning of products. In this respect, however, success tends to be more visible in conditions characterized by a solid market environment and high purchasing power of consumers.
According to the study by Salfore, Ensermu, and Kinde (2023), involving 264 manufacturing SMEs, changes in key business model components, namely value creation, value proposition, and value capture, were found to have a positive and significant effect on firm performance. The study established that firms that continuously innovate their business models are better positioned to create greater value for customers while simultaneously capturing economic value for themselves. Specifically, improvements in value creation activities, enhanced customer value propositions, and effective value capture mechanisms contributed to superior organizational outcomes. The findings further suggest that firms can strengthen their competitive position by increasing customer-perceived value or reducing the exchange costs borne by customers, thereby improving both market competitiveness and overall business performance. These results imply that business model innovation serves as a strategic mechanism through which SMEs can achieve sustainable growth and maintain competitiveness in dynamic business environments.
On the contrary, research done on the dynamics of value proposition innovation among firms based in Africa and other developing countries reveals that there is a positive relationship which is somewhat dependent on context. According to Abrokwah-Larbi, Tjizumaue and Karita (2024), customer value proposition innovation has significant impacts on various aspects of SMEs' performance such as financial, operational and learning aspects. It is important to note that within the developing market environment, value proposition innovation is highly motivated by internal marketing orientation and customer interaction as opposed to technological differentiation. In a similar study, Faloye and Owoye (2021) have shown that value proposition innovation has significant effects on the performance of micro and small enterprises and this relationship becomes stronger when entrepreneurial orientation is taken into consideration.
Value proposition innovation has been shown to be very important for achieving higher firm performance in the Kenyan environment, although there is a variation across industries. According to research conducted by Maina, Muchemi and Maina (2025) using listed manufacturing companies in the Nairobi Securities Exchange, the effect of value proposition innovation on firm performance was very significant (β = 0.659, p < 0.001). This means that those firms that innovate their value proposition have higher firm performance and market expansion. In another study conducted in Mombasa County, Kising’u (2025) reported a significant impact of value proposition innovation on the performance of SMEs in Mombasa County, where customer feedback, customization, and continuous value proposition improvements were the key determinants of SMEs' performance in Mombasa County.
A cross-context comparison of these studies reveals both convergence and divergence in findings. Although there is a broad consensus that value proposition innovation has a positive impact on firm performance, there exist significant variations concerning the extent of this impact and its mechanisms depending on the context in question. For example, in advanced economies, value proposition innovation can be attributed to differentiation, premium pricing, and technologically sophisticated products/services; however, in Africa, especially Kenya, it can be associated with responsiveness and adaptation of organizations, as well as with gradual improvement.
Concerning methodological aspects of research on value proposition innovation, one can observe the prevalence of cross-sectional surveys followed by regression analysis. Moreover, the vast majority of the existing research deals with value proposition innovation separately from other business model innovation dimensions – revenue model innovation and process innovation. It means that the relationship between value proposition innovation and firm performance is studied partially and incompletely. Therefore, despite strong empirical support for a positive relationship between value proposition innovation and firm performance, existing evidence remains fragmented and context-specific. This highlights the need for integrated studies that examine value proposition innovation alongside other business model innovation dimensions to provide a more comprehensive understanding of its role in enhancing firm performance, particularly within emerging digital markets such as Kenya’s e-commerce sector.
2.3.2 Revenue Model Innovation on Firm Performance
Revenue model innovation has gained extensive attention in research on strategic management, entrepreneurship, and public finance as one of the main drivers of firm performance, especially in conditions of resource scarcity, increased competition, and the need for increased efficiency in revenue generation. Revenue model innovation involves the reconfiguration of how organizations earn money via various methods, including diversification of revenue sources, use of digital payment systems, innovation in pricing, maximizing value capture, and enhancing financial systems. In terms of theory, this is highly related to Resource Based View and Dynamic Capabilities Approach, in that organizations realize superior performance through efficient use of resources and their internal capabilities and through constant reconfiguration of resource systems in response to changing environments.
Evidence drawn from various studies in global and developing country settings has shown a positive connection between innovation in revenue models and firm performance. It has been found out that organizations that innovatively redesign revenue models are able to sustain themselves financially, maximize their resource mobilization abilities, and operate more efficiently. The effectiveness of revenue model innovation, however, depends on several contextual variables. Findings from empirical studies further suggest that business model innovation enhances organizational performance through revenue-related mechanisms. In this regard, Latifi, Nikou, and Bouwman (2021), in a study involving 563 European SMEs, found that business model innovation positively influences firm performance indirectly through organizational capabilities, efficiency growth, and revenue growth. The study established that firms that innovate their business models are better able to generate revenue and improve operational efficiency, which subsequently translates into superior performance outcomes. The findings imply that innovations aimed at improving how firms create and capture value can strengthen revenue generation capacity and contribute to long-term organizational success. Therefore, revenue-related improvements constitute an important mechanism through which business model innovation enhances firm performance.
In relation to the African situation, Bako & Tuamyil (2026), investigating the MSMEs in Plateau State in Nigeria, discovered that innovation of the revenue model has a positive influence on firm performance along with other dimensions of business model innovation like innovation in value propositions and resource allocation strategies. Based on PLS-SEM approach, the authors showed that organizations implementing innovations in revenue models obtain greater sustainability and competitiveness in the context of unstable business situations. Notably, it was revealed that revenue model innovation becomes more efficient when it has organizational backing, thus demonstrating mediating effects.
In similar fashion, within the setting of the public sector in Kenya, Mutua and Gitagia (2025), in their examination of strategies of revenue augmentation in the County Government of Machakos, discovered that the adoption of innovation strategies for revenue models is greatly influenced by performance in revenue performance. The strategies of revenue diversification, digitization, and capacity building were seen to have positive impacts on revenue performance whereas the strategy of internal controls had a negative impact on performance. It can be concluded from the above that whereas systematic measures are critical in performance, being too stringent might be detrimental to efficient revenue performance.
Further confirmation of the relevance of revenue model innovation to improve firm performance comes from the private service sector in Kenya, where according to Musyoka (2023), innovations in the revenue model among firms in five-star hotels lead to enhanced financial performance and competitive advantages. These findings indicate that revenue model innovation in highly competitive service industries is directly tied to an ability to change pricing policies, offer service bundles, and manage costs and revenues more efficiently to increase profitability.
Comparison and synthesis of results from the above studies show some commonalities as well as differences in the relationship between revenue model innovation and firm performance across different sectors. There is a clear pattern that revenue model innovation in public sector institutions leads to better performance because it makes revenue collection processes more efficient and facilitates digitization. For SMEs, revenue model innovation improves performance because it ensures greater chances for survival and competitiveness. In private competitive industries such as services, innovations in the revenue model help to change pricing schemes and optimize value capture processes.
Notwithstanding this positive connection, there are other studies that have shown that revenue model innovation does not work alone but rather works together with other organizational capabilities such as technology adoption, human resource capabilities, and governance systems. It, therefore, means that its effectiveness depends on organizational capability configurations as suggested by Dynamic Capabilities Theory.
As it stands today, existing literature shows that revenue model innovation positively affects firm performance. Nevertheless, findings from research studies are dispersed and limited to different industry settings. Moreover, there are no studies that have considered revenue model innovation together with other business model innovation elements such as value proposition innovation and process innovation. Therefore, there is a need for more research regarding the role of revenue model innovation when considered as part of a wider business model innovation framework and its impact on firm performance in emerging economies like Kenya's e-commerce industry.
2.3.3 Process Innovation on Firm Performance
The issue of process innovation in relation to firm performance has received considerable attention from scholars studying strategic management and operations as it has been regarded as one of the determinants of performance in efficiency-oriented environments. Process innovation involves the creation and adoption of new or enhanced procedures for production within an organization aimed at increasing efficiency and effectiveness. On the basis of theory, the issue of process innovation is very closely related to the Resource-Based View and the Dynamic Capabilities Theory, which argue that firms attain a competitive edge when they create efficient procedures internally and reconfigure their capabilities in response to changing environments. Empirical studies have indicated that the process of innovation leads to greater productivity, operational efficiency, and competitiveness within organizations. The strength of this relationship, however, varies from context to context, suggesting that process innovation cannot be regarded as a universal determinant of firm performance.
When looked at from a global perspective, studies show conflicting results in relation to the effect of process innovation on firm performance. According to Helmi and Widiastuty (2023), for example, green process innovation has no significant impact on firm performance among manufacturing firms quoted on the Indonesia Stock Exchange. This indicates that innovations in process may not directly result in firm performance regardless of how efficient the process innovation is. Moreover, the study shows that the impact of process innovation is dependent on certain context factors, including industry structure and regulatory pressure as well as strategic alignment with other firm goals. It brings out an important concept; process innovation can improve internal processes without resulting in firm performance unless supported by strategic innovation.
On the other hand, other global studies have focused on the importance of internal capabilities for boosting the effect of process innovation on performance. According to Akhtar (2023), process innovation can significantly be enhanced by innovative capabilities, and subsequently influence the performance of the organization positively. This finding shows that process innovation acts as a mediator between innovative capabilities and performance of organizations, and this indicates that organizations perform effectively when they manage to transform their internal capabilities into process innovations. The finding corroborates with the findings of the Dynamic Capabilities Theory, which explains that organizations can sustain high performance through dynamic capabilities.
Pak, Seo, and Roh (2024), in a study involving 3,750 Korean service firms, found that process innovation positively mediates the relationship between intellectual property rights and firm performance. The study established that firms that continuously improve their operational processes achieve superior financial performance by enhancing efficiency, streamlining service delivery, and optimizing resource utilization. Furthermore, the findings revealed that organizational innovation strengthens the effectiveness of process innovation, leading to improved organizational outcomes. The study therefore underscores the strategic importance of process innovation as a critical mechanism through which firms can enhance productivity, operational effectiveness, and overall performance. 
Zhang, Peng, and Lei (2023), in a study of manufacturers utilizing the Platform-to-Consumer-to-Manufacturer (PC2M) model through JD.com in China, found that process innovations enabled by e-commerce platforms significantly improved new product performance. Specifically, the study identified platform-based big data analytics and platform-enabled simulated product trials as important operational innovations that enhanced product development processes. Through the integration of customer-generated data and digital testing mechanisms, firms were able to improve decision-making, reduce product development uncertainty, and increase the likelihood of new product success. The findings suggest that process innovation enables firms to enhance operational efficiency and responsiveness to customer needs, thereby improving overall organizational performance and competitive advantage. These results underscore the importance of continuously improving operational processes and leveraging digital technologies to achieve superior performance outcomes in dynamic market environments.
Similarly, Damiyana, Maulina, Muftiadi, Auliana, and Kurniadi (2024), in a study involving 420 MSMEs in Indonesia, found that e-commerce adoption significantly enhanced information management, which in turn improved organizational performance and business sustainability. The study established that firms that effectively utilize digital technologies are able to improve operational processes, enhance information flow, and strengthen decision-making capabilities. These improvements enable organizations to operate more efficiently while achieving superior performance outcomes. The findings therefore suggest that operational efficiency innovations facilitated by digital technologies play a critical role in enhancing firm performance and sustaining competitiveness in increasingly dynamic business environments.
In the context of Africa, empirical evidence proves the existence of a positive and significant association between process innovation and firm performance. According to Kiilu and Kithae (2020), process innovation improves firm performance through efficiency, effectiveness, and competitive advantage in the organization. In this study carried out among SMEs located in Nairobi County in Kenya, process innovations proved to be important for improving firm performance because it enables survival and growth among SMEs operating in dynamic markets.
Similarly, Kimani & Kipkorir (2023) studying oil marketing firms in Kenya have found that process innovation positively affects firm performance via higher production efficiency, product quality, and profitability. Further, Kimani & Kipkorir emphasize that adoption of advanced operating systems and quality management practices ensures higher performance due to improved utilization of resources and minimized inefficiencies. Similarly, Yego, Sang & Kibet (2021) studying manufacturing small-medium-sized enterprises in Nairobi County found that process innovation is associated with high positive effects on firm performance via cost savings, improved production systems, and market competitiveness.
An overview of similarities and differences between these studies shows that although there are common conclusions across different geographic settings, at the same time there are certain divergences. Specifically, while globally the impact of process innovation on firm performance remains uncertain, in the context of African countries including Kenya, it is found to positively affect firm performance. The reason for such divergence in results is probably linked to the specifics of the development economy – in other words, due to lower levels of operational efficiency and higher focus on cost cutting, process innovation becomes crucial in enhancing firm performance.
In terms of theory, these disparities could be explained using Dynamic Capabilities Theory, in which case the impact of process innovation would depend on whether the firm is able to adapt to external environment by integrating and reconfiguring its operating systems. More adaptive firms would be better at translating process innovation into performance.
There are numerous studies supporting this view empirically in developing countries; however, there is still fragmentation of evidence, with most research conducted in the manufacturing sector or among SMEs and with very little cross-sector integration and no consideration of interplay between different dimensions of innovation in business models like value proposition innovation and revenue model innovation. Evidently, while process innovation is consistently shown to enhance firm performance in African and Kenyan contexts, particularly through efficiency and cost reduction mechanisms, its effects remain context-dependent and influenced by organizational capabilities and strategic alignment. This underscores the need for integrated studies that examine process innovation alongside other innovation dimensions to fully understand its role in shaping firm performance in emerging digital markets such as Kenya’s e-commerce sector.
2.4 Conceptual Framework
Kent et al., (2023) posit that a clearly structured conceptual framework aids in illustrating the potential relationships among the study variables. The framework conceptualizes the relationship between Cost Leadership Strategy, Differentiation Strategy, and Innovation Strategy as the independent variables and Competitive Advantage as the dependent variable. Cost Leadership Strategy is measured through economies of scale, operational efficiency, and cost reduction practices, which focus on minimizing production and operational costs to enhance competitiveness. Differentiation Strategy is reflected through product uniqueness, market positioning, and value presentation, which emphasize creating distinct products and strong brand identity in the market. Innovation Strategy is operationalized through product innovation, process innovation, and marketing innovation, which focus on developing new products, improving processes, and adopting innovative market engagement approaches. Competitive Advantage is measured through market share, profitability, and customer loyalty, which reflect the firm’s ability to achieve superior performance and sustain a strong market position.
INDEPENDENT VARIABLE

DEPENDENT VARIABLE

Value Proposition Innovation
· Customer personalization 
· Product differentiation 
· Digital engagement
Revenue Model Innovation 
· Subscription services 
· Payment integration
· Revenue diversification
Firm Performance 
· Sales growth
· Market share growth
· Customer retention
Process Innovation 
· Order automation 
· Supply integration 
· Data analytics
H01
H02
H03

Figure 1: Conceptual Framework
Source: Authors (2026)
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