
1 
 

 

 

Frugal Innovation: Analysis of the Market 

Vera Rosete 

Department of Engineering and Management, Instituto Superior Técnico 

 

Abstract 

Frugal innovation comes as a profitable business strategy that satisfies the demand for essential needs, empowers 

local communities and preserves the natural ecosystem. Indeed, increased academic interest in exploring frugal 

innovation became obvious in the past decade. However, the empirical evidence is not enough to reduce the gap 

between theory and practice. Companies do not have the guidelines necessary to explore the frugal strategy that 

the several scholars have already characterized. Thus, there is a need for a new integrated framework that 

summarizes and characterizes different geographic regions, with the aim to help interested firms find the best 

match between their frugal product conception and the frugal innovation regional demand characteristics. 

The employed methodology starts with a literature review focused on frugal innovation characteristics. Then, an 

assessment of the market analysis methodologies is conducted where the characterization of the macroeconomic, 

socio-demographic and external environments arises as the main topics of discussion. The research findings will 

then allow the identification of critical regional market demand aspects that must be considered for frugal strategy 

development. Finally, an overview of the current challenges and opportunities regarding different world regions 

will complete the frugal innovation market analysis and validate the framework presented. 

This master dissertation has two goals: (1) clarify the characteristics of frugal innovation, its drivers and barriers 

in the global market and (2) develop an integrated framework that gathers global frugal market information in a 

clear and objective way in order to serve as basis for the development of a successful frugal market strategy.  

Keywords: Frugal Innovation, Sustainability, Market Analysis, Regional Profile 

 

1. Introduction 

It is widely accepted that innovation is central to the 

growth of output and productivity. Firms allocate large 

amounts of resources to market research and the 

development of new marketing practices, such as 

targeting new markets or market segments (Oslo 

Manual, 2005). This evidence, together with the 

acknowledged concept of shared value, which focuses 

on the connections between societal and economic 

progress and has the power to unleash the next wave 

of global growth (Porter and Kramer, 2011), suggests 

a need for change in the way business is conducted. 

That change is presented in this project as frugal 

innovation.  

Building a frugal innovation business model should 

focus on the products core functionalities, in 

integrating local needs and installing cost-effective 

production processes (Rocca, 2016). Frugal products, 

which are robust, intuitive, accessible and affordable 

products, account on average for 12% of sales globally 

– a share that is expected to double in the next five 

years (Roland Berger, 2015). However, companies do 

not have a solid framework that can help them enhance 

their key success factors in order to obtain a stronger 

competitive advantage in a certain geographic region 

when addressing frugal innovation. Hence, further 

research to link frugal innovation supply with frugal 

market demand characteristics based on grounded 

theory and with a focus not only in emerging countries 

but also in developed countries, is relevant and 
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necessary. Therefore, through the development of 

market guidelines that will further constitute an 

integrated regional profile framework it is possible to 

help companies and other interested organizations to 

fully understand the frugal innovation geographic 

reach and characteristics. 

The rest of this paper is organised as follows: section 

2 summarises the conducted literature reviewed 

relevant to the topics in study. Then, section 3 

elaborates on the methodology used to conduct the 

data treatment. Afterwards, section 4 presents the 

results obtained from the analysis of the market 

dimensions in the form of a regional market profile 

framework, validated by linking the different regional 

market profiles proposed with current market 

opportunities and frugal innovation case-studies 

already successfully implemented. The paper ends in 

section 5 with a discussion on the major outlook and 

perspectives. 

2. Literature Review 

 

2.1. Frugal Innovation 

According to Soni (2013) “innovation is the lifeblood 

of organizations and economies alike, for without 

innovation new sources of value creation cannot be 

developed in a sustainable manner.” However, 

originally, the only driver for innovation was to 

produce and sell a greater number of new products 

faster than the competition, and therefore collect 

sooner the respective profits. Moreover, according to  

Radjou et al. (2012), “with so much money invested in 

R&D, Western firms have become risk averse in their 

approach to innovation. They have implemented 

standardized business processes [...] to manage and 

control their innovation projects. These structured 

processes were expected to drastically reduce 

uncertainty – and risk of failure.” This structured way 

of approaching innovation was the rule during many 

years. Nevertheless, in the current literature there are 

multiple examples illustrating other types of 

innovations capable of breaking that imposed 

structured system, and frugal innovation borrows from 

them their best-practises.  

Truly, and due to its theoretical potential, from an early 

stage many scholars attempt to define frugal 

innovation. Whether described by Prahalad and 

Mashelkar (2010) as “the ability to do more with less”, 

or by Engel and Sebaux  (2014) as  “products and 

services with core functionalities that serve customers 

in the simplest and shortest way.”, the notion of frugal 

innovation embraced three key ideas: deliver more 

value, efficiently reduce costs and target a greater 

number of customers (Mahmood et al, 2014). 

Furthermore, these ideas are evidence of an 

importance aspect of frugal innovations – 

Sustainability. According to the World Commission 

on Environment and Development (1984), 

“sustainability involves Humanity’s ability to make 

development sustainable and to ensure that it meets the 

needs of the present without compromising the  future 

generations to meet their own needs”. Hence, the 

frugal products’ characteristics must be assessed and 

contextualized in the three pillars of sustainability: 

economic, environmental and social. 

Regarding the economic pillar, frugal innovation’s 

significantly reduced total cost of ownership achieved 

by the low costs of usage and maintenance and repair 

from acquisition till disposal, allow a more efficiently 

manage of the five different types of capitals 

(manufactured, financial, social, human, and natural) 

(Goodwin, 2003). As for the environmental pillar and 

according to Tiwari and Herstatt (2014), “frugal 

products need to cope with various infrastructural 

shortcomings such as voltage fluctuation, abrupt 

power-cuts, dust, and extreme temperatures”. 

Therefore, by achieving a “regenerative system in 

which resource input and waste, emission, and energy 

leakage are minimised by slowing, closing, and 

narrowing material and energy loops.” (Geissdoerfer 

et al., 2017), it is possible to embody a circular 

economy and create a robust frugal product. Finally, 

frugal innovations’ ultimate goal must be to create a 

stable income generation citizens capable to increase 

their economic and social independence (Kahle et al., 

2013), which indicates the importance of social 

sustainability. 

2.2. Frugal Market 

One Euromonitor International Report written in 2013 

stated that “The rise of emerging markets has been 

perhaps the defining feature of the global economy this 

century (...) and global economic growth will continue 

to be strongly influenced by emerging markets.” 

Additionally, according to Buti and Székely (2009) 

“with the wake of the recent economic crisis Western 

consumers have begun to look for simpler offerings 

that encompass the greatest value.”, thus a shift from 

a frugal market penetration not only in emerging 

regions but also in developed ones is paramount.  
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2.3. The Geographic Drivers 

There are several frugal innovation drivers found in the 

literature nowadays. Figure 1 summarizes the main 

trends driving frugal innovation in emerging and 

developed markets. 

Indeed, frugal innovation is gaining academic power 

in great part to the urgent needs concerning emerging 

countries. Whether with the recently acknowledged 

power of the BoP consumer (Schuster and Holtbrügge, 

2012), the emerging middle class (Fraunhofer ISI and 

Nesta, 2016), the different social challenges like world 

hunger, poverty, social injustice, and general lack of 

resources that afflict billions of people and require 

urgent solutions (Bhatti et al, 2013) or the resource gap 

in high-growth markets like India, that creates 

conditions ripe for frugal innovation (Bound and 

Thornton, 2012), it is clear the importance of 

addressing the poorest regions of the world.  

However, developed countries should not be 

overlooked as they also present several substantial 

drivers. From the refugees’ crisis (UNHCR, 2015), the 

new ecological mindset characterizing the new 

generations (Engel and Sebaux, 2014), the economic 

crisis that hit the global economy since the summer of 

2007 (Rao, 2013), to the stringent regulations now 

required for every firm (World Wildlife Fund, 2016), 

the new millennial purchasing mindset interested in 

socially responsible investing (Morgan Stanley, 2017) 

and finally, the CSR effect that forces the supply chain 

actors to operate in an ethical, legal, responsible and 

transparent way towards the stakeholders (Garriga and 

Melé, 2004), many are the evidences of achieving a 

global market penetration for frugal innovation. 

2.4. The Corporate Barriers 

According to Rao (2013), “the frugal innovation 

process as carried out in emerging markets, typically 

involves tenacious entrepreneurs working against a 

backdrop of scarce resources such as knowledge, raw 

materials, personnel and a rule of law conducive to 

innovation”. This is true for emerging countries, 

however, Western countries present other type of 

hurdles that come mainly from the contrasts between 

the traditional way of thinking in the successful 

companies and the frugal innovation model. Example 

of that is the misalignment between the product and 

service offerings of developed-world multinationals 

and the spending power and practices of Western 

customers (EY, 2011), or the failure to identify the 

right sales channel(s) for the product, a skill that is 

essential to survive and strive in the rapid-growth 

markets (Roland Berger, 2015). 

Moreover, in Western firms, the approach of limiting 

resources or functionalities conflicts with general 

premises that engineers and their managers have been 

trained to take for granted (Fraunhofer ISI and Nesta, 

2016). Hence, and in line with Schilling and Hill 

(1998), only those firms that can be both effective in 

developing products that meet customer needs and 

efficient in allocating their development resources will 

succeed in the long run.  

2.5. The Stakeholders 

Frugal innovation has a place throughout the current 

industry. Its potential translates in different approaches 

for different sectors and for different geographical and 

demographical regions. However, without the full 

understanding of the people and organizations that 

influence and boost that potential it is difficult to 

comprehend what it takes to successfully address a 

frugal strategy. Indeed, as Bhatti and Ventresca (2015) 

stated: “A large number of actors, seeking both profit 

and social impact, and bottom of the pyramid 

consumers potentially voicing frustration with 

governments’ inability, are calling for change.”. In 

fact, only the conjoint work of multinationals with 

local entrepreneurs, policy makers, non-profits, 

investment funds and universities will work towards a 

successful frugal market penetration. Therefore, by 

practising elements of frugal innovation, Nowlan 

(2016) believes that local government can continue to 

build a culture of innovation, encourage employees 

and local residents to trial low-budget and small-scale 

solutions, and embark upon a more sustainable and 

inclusive process of innovation. 

3. Methodology 

Figure 2 presents a flow-diagram with the main steps 

of the employed methodology, which are described in 

the following paragraphs. 

 

Figure 1 - Drivers for frugal innovation in emerging and 

developed countries 
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Step 1: Literature Review: Market Analysis 

dimensions and indicators 

A literature review regarding the best practices to 

perform a complete market analysis that can serve as 

basis to perform the frugal market analysis was first 

conducted by reviewing consultancy reports, academic 

papers and white papers. These assessment lead to the 

identification of four main dimensions:  

(i) Macroeconomic environment;  

(ii) Socio-demographic environment;  

(iii) External environment; 

(iv) Market sectors; 

Step 2: Characterization of the macroeconomic, socio-

demographic and external environment 

After defining in Step 2 the dimensions and indicators 

most commonly used in a market analysis, a 

geographic world division is made into 8 world regions 

to facilitate the frugal global market analysis and the 

necessary data collection. Afterwards, and using 

different methodologies, the data treatment is 

conducted in order to get reliable results that will serve 

as guidelines for the development of the proposed 

framework: The Regional Market Profile Framework 

(RMPF). 

Step 3: Identification of the market’s challenges and 

opportunities 

After covering the three main dimensions that 

characterize a regional market analysis and after 

developing a clear idea of how the different world 

regions behave according to different market 

environments, a market sectors characterization for 

each world region is performed with the identification 

of the respective challenges and opportunities in order 

to align the market’s current supply opportunities with 

the frugal innovation demand characteristics. 

Step 4: Case-study Validation 

Finally, by finding the right frugal innovation case-

study that can supply the demand challenges presented 

in the RMPF while satisfying a specific regional 

opportunity identified in Step 3, the validation of the 

proposed framework can be performed. 

4. Results and Discussion 

Throughout this paper, and by implementing the 

methodology described in the previous section, a series 

of results were obtained which were object of 

discussion.  

First, and due to the global scope of this work, 8 world 

regions were considered to be the object of study: (i) 

European Union (ii) Major Advanced Economies (iii) 

Emerging Europe (iv) Commonwealth of Independent 

States (v) Latin America and Caribbean (vi) Emerging 

Asia (vii) Middle East and North Africa and finally 

(viii) Sub-Saharan Africa. These regions were chosen 

according to the International Monetary Fund database 

for the World Economic Outlook (WEO) published 

this year, 2017, and its organization has evolved over 

time with the objective of facilitating analysis by 

providing a reasonably meaningful organization of the 

data. Each regional group represents calculations 

based on 90 percent or more of the weighted group 

data (IMF, 2017). 

4.1. Macroeconomic Environment 

The macroeconomic characterization of the different 

world regions is the first step in the frugal market 

analysis methodology. One of the most common 

macroeconomic indicator capable of translating 

economic output is the Gross Domestic Product 

(GDP). GDP represents the total value at constant 

prices of final goods and services produced within a 

country during a specified time period (IMF, 2017). 

Additionally, risk factors are also vital to understand 

the risk of investment in the region. The first risk factor 

is inflation. Inflation’s most commonly used indicator 

is the average percentage change in the consumer price 

index (CPI). The average CPI is a measure of a 

country's average level of prices based on the cost of a 

typical basket of consumer goods and services. 

Furthermore, the government is a major object of 

analysis in macroeconomics. It plays a role in 

contributing to overall economic growth or fighting 

inflation, thus, it is critical to measure the 

governmental economic stability to complete the 

macroeconomic regional profile. The indicator that 

can translate better the financial state of the 

government is the general government gross debt as a 

percentage of the GDP, which consists of all liabilities 

that require payment or payments of interest or 

Literature 

Review: 

Market 

Analysis 

dimensions 

and 

indicators 

Characterization 

of the 

macroeconomic, 
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and external 

environment 

Identification 
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challenges 

and 
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Case-

study 
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Figure 2 - Research Methodology 
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principal by the debtor to the creditor at a date or dates 

in the future (IMF, 2001). 

By analysing the three main macroeconomic 

indicators, it is possible to organize the data in a way 

that all regions can be compared to each other in order 

to reach some global conclusions. Therefore, in this 

paper it was developed a tool that is presented in 

Figure 3. This tool represents the Regional Profile 

Matrix (RPM). In the RPM, the three indicators 

described above were correlated in a macroeconomic 

optics in order to perform a static analysis and have the 

different regional profiles summarized and visually 

identified.  

In the vertical axe is depicted the annual average GDP 

Growth (%) of each world region in the period 

considered (2010-2020). In the horizontal axe, the 

indicator being measured is the Inflation Level as the 

annual average change in CPI between 2010 and 2020, 

and finally, the size of the bubbles represents the 

average Level of Governmental Gross Debt as a 

percentage of the GDP between the same period.  

When analysing the RPM, four different types of 

macroeconomic profiles were identified and 

characterized, corresponding to the four quadrants: 

Safe: In this quadrant although the GDP growth levels 

are not high, the low inflation compensates that fact by 

decreasing the risk of investment and presenting 

prospects for short-term profit. This set of 

characteristics is distinctive of developed economies 

like the European Union, represented by the light blue 

bubble covered by the orange bubble of the Major 

Advanced Economies.  

Risky: Usually, this profile reflects countries that are 

going through severe economic or political crisis and 

living in unstable and unpredictable business 

environments. Nowadays, this is the case of the Latin 

America and Caribbean group, represented by the blue 

bubble, the Commonwealth of Independent States as 

the yellow bubble and the dark-blue bubble of the 

Middle East and North Africa.  

Prospering: In this quadrant is represented the 

countries experiencing higher economic growth. This 

is due to the increase on capital input, meaning more 

investing opportunities and higher return on 

investment. However, inflation also remains high 

representing the big income gap that is still noticeable 

and thus, the inherent growth volatility. This profile 

can be found in high-growth markets like Emerging 

Asia and Sub-Saharan Africa, represented by the green 

and brown bubbles, as well as in less risky emerging 

regions like Emerging Europe, represented by the lilac 

bubble. 

Perfect: This set of characteristics can be portraited as 

the perfect environment to do business. However, to 

achieve these conditions, a country needs to have a 

solid and stable political environment that invests in 

the economy with the right monetary policies, attracts 

international investors while supporting domestic 

firms and provides the right financial conditions for its 

populations in order to decrease the income gap, which 

is not the case of the aggregated economy representing 

the regions being addressed. 

4.2. Socio-Demographic Environment 

Before performing a comparative analysis of the world 

regions, some difficulties in the collection of the data 

were evident. The main obstacles included the 

aggregation of cross-country data for the variables in 

study and the lack of available sources with organized 

data, since most sources of data regarding these 

variables like ONU, UNICEF or the World Bank have 

different coverages that do not include all the countries 

considered for the aggregated regions previously 

presented. Therefore, one important premise had to be 

made regarding the regions previously considered. 

Hence, a “best-in-class” approach, usually applied in 

terms of industry benchmarking regarding different 

companies (Mittelstaedt Jr, 1992), is now applied to 

the eight world regions. By applying the “best-in-

class” approach, a ground-breaking tool with solid 

results, it is possible to have a superior basis that takes 

into account the better performing players in similar 

conditions, which in this case is the best performing 

country within a region. Thus, by analysing the current 

(2017) nominal GDP of all the countries in each 

Figure 3 - The Regional Profile Matrix 
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analytical region it was possible to select the one with 

the higher current GDP rating – thus the one with the 

larger contribution for the region’s economy, or the 

“best-in-class”. The region representatives are 

presented in Table 1, where all data was collected from 

the World Economic Outlook (2017): 

 

First, when analysing frugal innovation through a 

socio-demographic optics, it is undoubtedly more 

urgent to address underserved people that otherwise do 

not have the resources needed to attain basic human 

rights. Therefore, two social aspects, extensively 

covered in the current literature, will be addressed in 

this chapter: education and health. These aspects are 

linked to the overall individual well-being, labour 

force participation and economic growth, rising above 

all others among academics and market specialists 

(OECD, 2012). Both health and education are 

characterized in Figure 4 by comparing two important 

indicators: literacy rate (education) and life expectancy 

at birth (health). 

When observing the graph it is possible to state that the 

two social aspects are related. For example, Sub-

Saharan Africa has the lowest literacy rate – 59,6% - 

hence, the lowest life expectancy – 53 years. In fact, as 

the literacy levels decrease, a decrease also happens in 

the life expectancy of the region. This conclusion is not 

a novelty, in fact, many different scholars have already 

presented works proving such connection. In a 

multivariate linear regression analysis on data of 156 

countries, Gulis (2000) found that literacy had 

statistically significant role in explaining life 

expectancy, while Grabauskas and Kalediene (2002) 

have proven that mortality and life expectancy differs 

considerably in relation to education. 

However, these two social indicators are intrinsically 

related to another important demographic indicator: 

the income gap. Indeed, according to Trusov et al., 

(2016), the healthcare market sector often echoes the 

impact of income distribution and income growth 

between age groups, while educational differences, 

mainly originated by income inequalities, have been 

proved to influence average lifespan (Diaz and Murtin, 

2016). Therefore, Figure 5 represents The Socio-

demographic Cycle proposed in this paper, where an 

integrated system with the three socio-demographics 

indicators and their circular relation are visually 

portraited. 

This cycle can be read from any starting point since all 

aspects influence each other. In that way, and starting 

for example with low (-) income gap, represented by 

the first image, and reading the next sign to the right, 

it is possible to state that it will lead to an increase (+) 

in literacy rates, and ultimately to (+) higher life 

expectancy. Or even, low (-) literacy rates will lead to 

lower (-) life expectancy and, in the long term, to an 

increasing (+) income gap.  This last statement can also 

be explained by a recent term that has been under the 

attention of various academics: Health Literacy (HL) 

(Batterham et al., 2017). HL is the degree to which 

individuals can obtain, process, and understand basic 

health information and services needed to make 

appropriate health decisions (Institute of Medicine, 

2004). People with limited HL strengths tend to be less 

educated, have fewer health-promoting behaviours, 

and have worse health outcomes. 

Indeed, it is clear that achieving universal healthcare 

would prevent people from falling into poverty due to 

illness and give people the opportunity to lead 

healthier and more productive lives, contributing for 

the respective national economic growth. In fact, this 

socio-demographic assessment clearly shows the 

higher demand for frugal innovation in emerging 

countries as it is stated in the literature reviewed.  

 

World Region Country representative Nominal GDP (US bn, 2017) 

European Union Germany 3423,29 

Major Advanced Economies United States 19417,14 

Emerging Asia China 11795,30 

Emerging Europe Turkey 793,70 

Middle East and North Africa Saudi Arabia 707,379 

Sub-Saharan Africa Nigeria 400,621 

Latin America and Caribbean Brazil 2140,94 

Commonwealth of Independent States Russia 1560,71 

Table 1 - Country representative for each world region 

Figure 4 - Correlation between the indicators of 

Education and Health in the eight regions considered 

Figure 5 - The Socio-demographic Cycle 
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4.3.  External Environment 

After the assessment of the intrinsic factors typical of 

every region - economic, social and demographic – it 

is necessary and vital to identify and analyse the 

extrinsic aspects of the world’s regions. These aspects 

are some of the most important, if not the most 

important, for the businesses success since they appear 

as the last step when doing business in a certain 

location. Truly, without this last assessment companies 

can fall into legal and logistic traps they have not yet 

accounted for. 

Recent studies have shown that the most important 

external factor for foreign investors that are concerned 

in expanding across borders is the amount of 

bureaucracy and legal documents involved in all the 

logistic and supply chain processes necessary, 

overshadowing the geopolitical unrest and big 

resource deficits (EY, 2015). One of the activity with 

highest bureaucracy is the trading activity. Indeed, 

international trade in products and services is often 

impeded by trade investment barriers and domestic 

regulations. 

The Trade Facilitation Indicators (TFIs) 

The trading systems of different countries depend 

mainly on political ideals and financing systems, thus, 

the OECD (2017) created a tool that helps firms 

evaluate the variables and risks involved in trading 

procedures by monitoring and benchmarking country 

performance on implementation of specific trade 

facilitation measures. 

TFIs provide policy makers and negotiators with 

information and measurement tools to open up 

international trade in services and negotiate 

international trade agreements. The TFIs were first 

launched in 2013 and cover the full spectrum of 

Customs and other regulatory trade procedures at the 

border included in the Trade Facilitation Agreement 

(TFA). The data on the TFIs are gathered through a 

questionnaire replied by the relevant administrations 

and by carriers with worldwide presence, and cross-

checked against publicly available sources. Finally, 

133 variables, organised by 11 policy dimensions 

follow a scoring from 0 (lowest performance) to 2 

(highest performance). The next Table 2 describes the 

major conclusions regarding the world regions overall 

performance based on the TFI tool assessment. 

Table 2 - External Environment for the 8 world regions according 

to the TFI tool 

World 

Regions 
External Environment 

E
m

er
g
in

g
 

E
u

ro
p

e 

Represented by Turkey, has best performance across the 

sample regarding appeal procedures, and formalities-

automation. This implies easier electronic exchange of data 

and better automated border procedures. However, it appears 

to be weaker in external co-operations, represented by a zero 

score, which is a result of the hard trade between countries 

with political divergences. 

S
S

A
 

Represented by Nigeria, has the overall worst trade score (0,9). 

However, according to the OECD, SSA matches or exceeds 

the average performance of other lower middle-income 

countries in the areas of involvement of trade community, 

streamlining of procedures and external border agency 

cooperation, showing an obvious effort to expand their 

international business relationships. 

C
IS

 

Represented by Russia, matches the average performance of 

Emerging Europe in advance rulings, however it presents more 

challenges regarding the formalities necessary, whether in 

documents, procedures or automation. These hurdles can 

appear in the exaggerated complexity of trade documents; 

substantial differences with international standards and strict 

border control. 
E

m
er

g
in

g
 A

si
a
 Represented by China, has the best performance across the 

sample in information availability while matching the best in 

fees and charges. This dimension, fees and charges, is one of 

the most attractive for foreign private investors since it directly 

influences costs and reduces imposed charges on exports. 

Nevertheless, Emerging Asia shows more difficulties in co-

operation (internal or external) relationships due to their 

cultural differences with most of the other regions 

E
U

 

Represented by Germany, has a stable performance in almost 

all dimensions. Nevertheless, presents a weaker performance 

in formalities-procedures, representative of the higher quality 

control in documentation release, putted in practise to 

minimize losses of material and maximize efficiency. 

M
A

E
 

Represented by the US and unlike Emerging Asia, has the 

maximum score (2) in the co-operation dimensions and 

advance rulings. Indeed, the countries that compose this region 

are known for their facilitation tools and their openness to 

foreign business, also due to their cultural values and 

international nature.  

M
E

N
A

 

Represented by Saudi Arabia, has the second lowest average 

trade score. However, it has great performance regarding 

documents formalities, outpacing all other regions. This can be 

explained by the major exportations of oil and gas typical of 

the region, that leads to the need of fast bureaucracy for this 

type of trade. 

L
A

C
 

Represented by Brazil, has a solid trade performance 

represented by the second to best average performance 

regarding all TFI dimensions except for appeal procedures and 

internal border agency cooperation. Indeed, co-operation 

between various border national agencies and control 

delegation to customs authorities are this region’s weakness 

since it still suffers nowadays from various forms of corruption 

and illegal exchanges. 

 

4.4. The Regional Market Profile Framework 

In order to organize the data analysed in the previous 

chapters into a robust framework that can help better 

visualize all the characteristics regarding the 

macroeconomic, socio-demographic and external 

environments, a structured procedure was followed. 

To accomplish that, it was necessary to create accurate 
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guidelines for each dimension based on the previously 

made analysis. Those guidelines were made in order to 

cluster the regions into three colours: green, yellow 

and red. The green colour corresponds to a market 

characteristic that maximizes the potential of frugal 

innovation and thus increases the probability of 

business success, the yellow represents a market 

characteristic with some hurdles but also with potential 

to boost frugal innovation and finally, the red 

represents a certain characteristic important to avoid or 

overcome when employing frugal innovation. 

The main goal of The Regional Market Profile 

Framework (RMPF) is to show the different 

characteristics of the frugal innovation demand for a 

certain region and regarding the three environments 

considered and analysed before. In this way, firms can 

avoid possible dangers and downfalls. The RMPF is 

proposed for this paper in Table 3. 

Table 3 - The Regional Market Profile Framework (RMPF) 

 

The RMPF is a solid framework designed as an initial 

tool to help firms visualize in a simple manner the 

different characteristics of the global market for frugal 

innovation. With this proposed tool, firms and 

interested parties can now assess the current situation 

regarding global frugal demand and create the best fit 

between the frugal innovation product and their market 

strategy, in other words, they can match the regional 

demand characteristics with the right frugal innovation 

supply opportunity. By analysing the RMPF, and 

contrary to the previous literature analysed, the world 

region that maximizes the impact of frugal innovation 

is the Major Advanced Economies. This finding is 

clearly justified by MAE’s urgent education needs 

originated by high university fees, its solid and reliable 

economic environment and its robust channels that 

connect interested stakeholders like government, 

universities and multinationals. Additionally, it is 

important to highlight that frugal innovation is 

portraited in this study as a distinctive specialism that 

includes corporations and creates value throughout the 

value chain, which also implicates a certain level of 

profit margin, and validates the MAE region as the 

region that maximizes frugal innovation potential. 

After the development of the RMPF, it is performed a 

general market sectors characterization for each 

region, followed by the identification of one frugal 

case-study that answers one current regional 

opportunity. This assessment is important in the 

framework validation because it is evidence that there 

are already successful frugal solutions that can match 

the regional market profile identified in the RMPF 

while satisfying a specific regional opportunity that 

will likely lead to profit. This procedure is represented 

in Table 4. 

4.5.  Framework Limitations 

Due to the limited scope of this work, there were some 

simplifications and adjustments that had to be made 

and that ultimately might have affected the results 

presented in the Regional Market Profile Framework.  

First, and for the defined global scope of work, chosen 

in order to evaluate the potential of frugal innovation 

worldwide and not only in emerging countries, an 

assumption regarding the geographic world regions 

based in the IMF had to be made for the remaining 

parts of the work. This assumption, denominated the 

“best-in-class”, was chosen for this study since it 

delivers solid results. Nevertheless, it is only a first 

approach for this type of global market analysis, and 

due to some countries specifics and its wide scope of 

action it might enable some margin of error in the data 

treatment performed. 

Furthermore, in recent years, concerns have emerged 

regarding the fact that macroeconomic statistics, such 

as GDP, don't provide a sufficiently detailed picture of 

the living conditions that ordinary people experience 

(OECD, 2017). While these concerns were already 

evident during the years of strong growth and good 

economic performance that characterised the early part 

of the decade, the financial and economic crisis has 

further amplified them. The measuring well-being 

agenda calls for new and improved statistical 

measures, aimed at filling the gap between standard 

macroeconomic statistics that sometimes are used as 

proxies of people’s welfare and indicators that have a 

more direct bearing on people's life. 

World 

Regions 

Macro-

economic 

Socio-

demographic 
External 

LAC Risky 
Necessary: Health 

and Education 
Medium 

CIS Risky Urgent: Health Medium 

MENA Risky 
Necessary: Health 

and Education 
Medium 

SSA Prospering 
Urgent: Health and 

Education 

Hard 

Trade 

Emerging 

Asia 
Prospering Necessary: Health Medium 

Emerging 

Europe 
Prospering Necessary: Health Medium 

EU Safe Peripheral Easy Trade 

MAE Safe Urgent: Education Easy Trade 
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Table 4 - Case-study Validation for the Regional Market Profile Framework  

World 

Region 

Market 

Opportunity 
Frugal Case-Study RMPF Validation 

LAC 
Retail 

Services 

Soko: a “virtual factory” that enables to connect 

independent artisans with the final consumer 

Risky Low capital investment due to its online nature 

Necessary: Health & 

Education 

By providing a way shopping ethically, it educates both the artisans and the consumer to 

shop consciously  

Medium 
All prime resources are locally extracted and treated, hence there is no major trading 

necessities 

CIS 
Mortgage and 

Housing 

$300 House: low cost solution for poor people to 

live, or even as a way of storing agricultural or 

other goods in small rural farms 

Risky Low initial investment due to the low complexity of the house architecture and materials 

Urgent: Health 
Provides better hygiene conditions for food storage or living necessities, which decreases 

health related issues 

Medium 
The main resource – wood – can be locally sourced, hence there is no major trading 

necessities 

MENA 
Online 

Services 

Avir Technologies: a diagnostic kit that connects 

to a digital platform, giving accredited social 

health activists the ability to recommend a 

treatment plan 

Risky Low initial investment necessary, taking advantage of the human resources already available 

Necessary: Health & 

Education 

Enables health activists to recommend a treatment plan for patients with limited access to 

healthcare facilities 

Medium No trading necessary due to its wireless and local nature 

SSA 
Mobile 

Services 

M-Pesa: mobile service that enables any person 

with a mobile phone to send money to any bank 

account or mobile number in just a few steps and 

without using internet services. 

Prospering Low cost solution that empowers a prosper and still underserved working population 

Urgent: Health & 

Education 

By providing a new tool to for the working society, it contributes with new sources of 

knowledge and information, critical for an educated population  

Hard No trading is necessary since it takes advantage of Vodafone’s robust existent network  

Emerging 

Asia 

Healthcare 

Services 

Embrace Warmer: a portable and cost-effective 

warmer that provides external thermal support 

for preterm or ill infants 

Prospering Low cost solution that targets one of the world’s biggest emerging middle class 

Necessary: Health Serves underserved hospitals and increases the chances of survival of new born babies 

Medium Locally produced with no major needs of trading activities 

Emerging 

Europe 
Personal Care 

Moringa Connect: quality personal care products 

produced from the moringa oil provided by local 

farmers 

Prospering 
Big part of the initial investment consists in the Moringa tree plantations, which does not 

implicate high investment risks in a prospering economy 

Necessary: Health Minimizes scars, stretch marks and signs of aging, preventing long-term damages 

Medium Produced from local Moringa trees  

EU 
Healthcare 

Services 

The Wearable Biosensor: provides a convenient 

and comfortable way to keep watch of patients in 

need of frequent monitoring without the need of 

leaving their homes 

Safe The high capital investment is justified by the safe economic environment 

Peripheral Serves a particular need for the isolated and rural communities 

Easy Any trading necessities can be easily met 

MAE Education 
University of People: an online degree program 

completely tuition-free 

Safe 
The initial investment necessary does not constitute a risk investment in this type of 

economy 

Urgent: Education 
Provides students who are uncapable of paying the average university bill, the opportunity to 

have a bachelor degree 

Easy No trading necessary due to its wireless and local nature 
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5. Conclusions 

The knowledge acquired from the research 

conducted herein helped reached several important 

conclusions. First, and despite the obvious trend 

regarding the frugal innovation link to emerging 

countries between scholars, it became clear that it is 

possible and even necessary to target developed 

countries with frugal solutions as well. Although 

most of them do not have an urgency to answer basic 

needs, there are still different market opportunities to 

tackle for various underserved groups and with 

higher probability of business success for the 

companies since developed countries are 

characterized by a safe macroeconomic environment 

with no major external hurdles. Second, it also 

became obvious that different emerging regions have 

different needs and characteristics, therefore a frugal 

product that is successfully implemented in one 

emerging country might not necessarily have the 

same result in other emerging countries. Therefore, 

future work might include performing a more in-

depth analysis based on the primary market results 

presented in the proposed RMPF. 
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