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Abstract  
Global market competition has highly increased between organizations due to worldwide economic 

slowdown and preservation of natural resources, which has led to growing awareness towards 

sustainable businesses. Frugal innovation has the ability to maximize customer’s social and business 

value by satisfying their essential needs at a profitable way, while reducing the use of scarce resources 

and leveraging local economic and employment development. This master’s dissertation aims to 

characterize the problem to be solved: (1) understand the influence of effective business model 

strategies and how it could improve frugal solutions; (2) systematize all the knowledge about frugal 

innovation and business model; (3) follow a suitable methodology for the creation of the Frugal Business 

Model; (4) development of the proposed framework concerning the three key components: the 

stakeholder areas, frugal business elements and the best practices and (5) validate the FBM and have 

some conclusions about their applicability and functionality. By applying this framework the user can 

identify main business problems, delineate more efficiently strategy and operational decisions and to 

acquire a broader perspective of the firm’s frugal business model. Furthermore, the results obtained 

showed that integrating framework is required for supporting companies to manage frugal innovation, 

recognizing appropriate frugal business models, in the particular market context of this type of products.  
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1. Introduction
Frugal Innovation emerges as an answer to the 

challenges of four major market trends 

consisting on: global competition, the scarify of 

natural resources, and the growth rate of 

population. The constantly growth of global 

population, an increase of resources 

consumption contributing to their scarcity, 

diminishing of purchase power for western 

consumers and consistent raise of middle class 

consumers in developing countries, will 

strongly influence the demand for frugal 

product (Bhatti & Ventresca, 2013; Roland 

Berger Strategy Consultants, 2015). Frugal 

innovations can provide simple solutions 

satisfying customers’ needs at a minimal cost 

and usage of resource. According to Prahalad 

& Mashelkar (2012) frugal innovation is defined 

as an innovation, which aims to “do more with 

less for more people”. More specifically, this 

concept can be interpreted as redesigning 

products and processes to eliminate 

unnecessary features and costs (Woolridge, 

2010). It has been defined, by Rocca (2016) as: 

“Frugal innovations are products, services, 

processes and business models that target 

underserved customers of low-mid market 

segments with high-quality solutions at 

affordable prices. They are developed in a 

sustainable and cost-effective manner that 

minimises the use of [human] resources, 

materials and capital in the entire value chain, 

while enhancing social value.”  
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The majority of west companies innovates 

through expensive ways, which implies high 

cost resources and development, many 

features, more power and so on. Enterprises 

structure have to change in a way that is able 

to perceive the unique characteristics of frugal 

products (high “shared value” at lower cost 

through minimized uses of limited resource) 

and align with the needs and characteristics of 

consumers (price-sensitive and value-

conscious).  

While the development of frugal products has 

mainly been the domain of local enterprises, 

western firms have recently beginning to 

employ frugal innovation in emerging markets 

(Zeschky et al., 2011). A successful 

implementation of frugal innovation by western 

corporations relies on the flexibility in their 

business models and organizational structure 

to adapt to specific characteristics of emerging 

markets and the ability to perceive the needs 

and behaviours of emerging market 

consumers.  

With the aim of creating more disruptive 

products (high customer value at low costs) 

global firms seriously consider to apply frugal 

innovation for the following reasons: (1) Major 

current environmental issues such as climate 

change, air pollution, scarcity of water are 

increasing the need of frugal influence in 

production and consumption processes; (2) 

Major current environmental issues such as 

climate change, air pollution, scarcity of water 

are increasing the need of frugal influence in 

production and consumption processes and 

(3) Constant technological innovation in the 

developed markets allows the creation of new 

opportunities for frugal innovation.  

In addition, adopting a frugal culture can 

become the solution by carrying out this 

missing flexibility to understand how firms can 

“do more with less”. Therefore, companies can 

reach not only the elitist community, but also 

consumers that are struggling and are not 

satisfied. In this sense, in order to employ 

Frugal Innovation, it is required a change in 

firm’s traditional business models through the 

application of frugal practices.  

Companies adopting frugal business models 

can effectively take advantage of future 

opportunities and enhance the social, 

environmental and economic value. The 

engagement of appropriate business models 

could increase efficiency of non- traditional 

supply chains, customer satisfaction, social 

and environment sustainability of frugal 

products.  

Therefore, an analysis of Frugal Innovation 

from a business model point of view is 

needed. Therewith, key questions are still to 

be answered: (1) How can firms achieve frugal 

innovation through the implementation of 

adequate business models?�(2) How can 

firms manage their frugal business models for 

Emerging Markets and Developed Markets? � 
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2. Research Methodology  

The multi-methodology research analysis 
(Strauss and Corbin, 1998; Dillon, 2012; Flick, 
2009) was divided into two different sections: 
the framework development methodology and 
the framework validation methodology (figure 
1). 

 

The framework development methodology was 

built according a sequence of three research 

procedures with different purposes: 1) a 

literature review was undertaken to identify the 

key business stakeholders who have a crucial 

impact and influence in frugal business and 

obtain all scientific knowledge about different 

business models frameworks and their 

respective elements; 2) a case study analysis 

was performed to determine best appropriate 

practices employed in current frugal business 

model for emerging and developed markets; 3) 

a grounded theory was performed in order to 

conjugate and allocate all the information 

acquired in step 1 and 2 with frugal principles 

and characteristics in order to propose the FBM 

framework that fits in a frugal innovation 

context. The framework validation methodology 

was performed through a case study analysis in 

order to validate the proposed framework 

according frugal business case studies.  

 
 

 

2.1 Framework development methodology  
i. Literature Review  

An exhaustive and comprehensive literature 

was conducted in the two main fields of this 

work: Frugal Innovation and Business Models. 

This methodology was carried following a 

research structure in order to enhance the flow 

and readability of the review. To achieve the 

final goal of identifying all relevant information 

to enable the construction of a new frugal 

business model, the selection strategy to obtain 

relevant literature was divided into two different 

approaches: the business model framework 

review and the frugal innovation review. The 

literature review allowed to identified and 

understood several frameworks of sustainable 

business models and innovative business 

model and attain a clear understanding of the 

influence stakeholders that plays a key role in a 

frugal business environment and frugal 

business elements already recognize by the 

authors which an organization should take in 

consideration to succeed in frugal innovation.  

 

ii. Case Study  

This approach consists of a detailed qualitative 

research, with data collected over a period of 

time, with the purpose of providing an analysis 

of the context and processes in order to 

enlighten the theoretical issues being 

addressed (Flick, 2009). The case studies were 

specific chosen and analysed following a 

meticulous procedure to guarantee the 

information viability and facilitate the selection 

of best practices  

 

 

 

 

Literature 
Review 

1  
Methodical literature review about frugal business key stakeholders, 
different business models frameworks and their elements.  
 

 Case 
 2 

Identify core business practices from current frugal business models for 
emerging and developed markets. 

 Grounded 
Theory 

 3 Propose a business model framework for relevant stakeholders that   fits 
with frugal innovation. 

Case Study  
4  

Validate the proposed FBM framework with frugal innovation case studies 
 

Framework Development Methodology

Framework Validation Methodology

Figure 1: Framework development and validation methodology 
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iii. Grounded Theory  

The grounded theory approach was performed 

as the third and final stage of the framework 

development which provided the 

methodological fundamentals for constructing 

the frugal business model. The implementation 

process of the grounded theory was carry out 

according two types of GT coding: initial line-by-

line coding, and focused coding. The coding 

was fundamental since crystallize meanings 

and actions in the data to concrete theoretical 

assumptions used in the developed framework.  

2.2 Framework validation methodology  

i. Case Study  

The research strategy performed in the 

validation of the framework was the case study 

analysis for frugal products/services. It was 

analyzed in detail two companies with different 

frugal product implementation performances in 

the market. It was selected a successful frugal 

product (Glatt Stove) and a non-successful 

frugal product (Tata Nano) with the aim of 

testing the proposed FBM in this different 

situations. The first one is the Glatt Stove frugal 

product, a portable and high- resistant stove 

which made a huge success in the Mexican 

market. Then as second is the Tata Nano 

launched by Tata Motors, an affordable and 

safe compact car designed for the Indian 

market. In particular a clear protocol was 

created with the aim of summarizing the data 

about the organizations in a standardized 

manner.  

  

 

 

 

3. Framework for Frugal Business Model 

(FBM)  

The target result of this work is the Frugal 

Innovation’s integration with Business Model. 

The FMB results from the integration of key 

frugal stakeholders, their frugal business 

elements and the suggestion of best practices 

in emerging and developed market. This 

framework consisted on the analysis of which 

impact the involvement of the stakeholders 

have in frugal business, and how companies 

can engage them in a frugal way through 

addressing the frugal business element. 

Furthermore, it also provides frugal business 

practice that can be implemented in order to 

ensure a delivery of a product that can provide 

frugal value to its customers.   

The development of the framework relies on 

the approach of three different components, as 

showed in Figure 2:                                                             

1. The selection of the stakeholder’s areas;         

2. The selection of the frugal business 

elements; 

3. The selection of the best practices. In 

addition, it was explained the relevance of 

each framework component and their 

association to each attribute. These framework 

developments were studied and 

conceptualized, and its findings are 

summarized below. 

3.1 FBM development  

3.1.1 Stakeholder’s areas  

These stakeholder’s areas consist in all key 

stakeholders that plays a crucial role for the 

success of the frugal business. In addition, it 

takes into consideration its capability to 

influence all business activities essential for the 

frugal product development. The reason behind 

the selection stakeholders process is directly 
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related to its importance and impact on the 

performance of the frugal business. According 

to Basu et al. (2013) frugal innovations are 

sustainable solutions that address immediate 

needs and integrate a long-term outlook while 

prioritizing all business stakeholders. When 

setting a new business model it is crucial the 

inclusion of key stakeholders, which with their 

specific epistemic positions will be an 

advantage to tackle the complexity of frugal 

innovation challenges. The cooperation among 

stakeholders throughout the value chain is 

crucial to guarantee the value creation 

maximization as well as the proper functioning 

of all frugal business activities. Besides this 

coordination, sharing knowledge between 

actors can definitely determine the success of a 

business model. It was obtained 8 key 

stakeholders into our framework business 

model.  

i. Attribute – Frugal Characteristics: The 

attribution of frugal characteristics was 

performed in order to give a more realistic frugal 

business perspective to organizations when 

applying this model. Since this framework will 

address several stakeholder’s areas, it is 

relevant for the company to take into account 

the impact that each stakeholder can have on 

each frugal characteristics. Knowing this, each 

organization can define an efficient business 

strategy by putting more emphasis to a specific 

stakeholder area, which will consequently 

intensify the associated frugal characteristics 

throughout the value chain. Therefore, the 

firm’s business approach can be flexible 

depending on their focus to achieve a particular 

frugal performance.  

 

 

3.1.2 Business Elements  

The business elements are described as the 

key elements that constitute and support all the 

frugal business model structure throughout 

each stakeholder area. The importance of 

selecting adequate business elements 

according to each stakeholder will define how 

firms create frugal value through the 

exploitation of business opportunities. In a 

strategic management point of view, the 

proposed business elements will serve as a tool 

guide for organizations to address or improve 

their value chain in a frugal oriented way. In 

other words, the chosen BM will provide the 

company with the main domains to have in 

consideration when approaching each 

stakeholder in order to have an advantage 

through market competition and improve 

efficiency focus in the frugal business. 

Notwithstanding, the capability and flexibility to 

approach this model focusing on a specific 

business element related to each stakeholder 

area, will have a major impact on the firm’s 

success. It was obtained around 28 frugal 

business elements into our framework. i.  

Attribute – Three sustainability indicators 

According to Basu et al. (2013) frugal models 

improve social, environmental and economic 

sustainability due to their engagement with 

better production and consumption practices. 

Therefore, the inclusion of sustainable factors 

in this framework becomes essential, since 

frugal solutions are supposed to drive 

sustainable development (Bhatti Y. , 2012; 

Basu, Banerjee, & Sweeny, 2013; Barney, 

2001). Their association with frugal business 

elements was performed in order to the 

organization be aware of their influence when 

approached each of the FBM. The attribution of 

sustainability indicators for the frugal business 
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elements were: (1) Economic Indicator (2) 

Environment Indicator; (3) Social Indicator 

 

3.1.3 Best Practices  

The practices are actions performed by the 

company with the goal of reaching a particular 

objective. It entails strategic and operational 

activities, e.g cooperation with local NGOs and 

entrepreneurs to share knowledge and 

resources, or could be more product-oriented 

decisions, e.g promote robust and eco - design 

products. The suggested practices were 

fundamental to implement in an efficient way 

this type of frugal products. The use of this 

frugal practices can provide the right balance 

between the conflict objective of achieving 

quality and affordability with more inclusive and 

sustainable activities. Moreover, their 

application can guarantee an improvement in 

firm’s process efficiency and performance 

regarding meeting different business, social 

and environmental objectives. It represents 

effective strategies that can be used and 

followed from the implementation of a frugal 

business model. In our developed framework 

(FBM), it behaves as main guidelines to support 

companies to enhance the engagement of 

specific stakeholder areas, in which will vary 

concerning the market context addressed. It 

was obtained around 39 best practices into our 

framework.  

 

i. Attribute – Emerging/Developed Market: The 

presented practices in the FBM are divided into 

two main markets, the emerging and developed 

ones. This categorization relies upon the 

distinct main characteristics and conditions of 

this two type of markets. In order to efficiently 

implement the best practices, it is fundamental 

to understand first the consumers purchase 

behaviour and their essential needs which will 

significantly change according to the market 

context.  

 

3.2 FBM Scope and Use  

The FBM purpose is to provide a visual tool 

used to support firms to reframe and 

reconfigure their frugal value proposition 

through a stakeholder’s engagement with the 

aim of providing guidance for new frugal 

opportunities. Its scope is to offer business 

guidelines to engage and choose the most 

appropriate strategies and ensure that they fit 

to the unique frugal characteristics.  This allows 

firms to explore new frugal innovations which 

may result from adapting their current business 

model or creating new ones towards a 

stakeholder engagement approach. Adopting a 

stakeholder assessment in the framework 

allows the users to develop a systematic 

perspective of the organization and to discover 

opportunities for shared value creation that 

would otherwise be missed. With the proposal 

of different business elements to address, helps 

decision-makers to shape their own strategy 

business model and consequently managing 

more efficiently their frugal innovations. 

Furthermore, the model stimulates systemic 

thinking by proposing best practices for all the 

firm’s stakeholders in emerging and developed 

markets. The FBM is a generic tool that enables 

firms to have a business strategy flexibility to 

adapt their model according to specific 

application. The stakeholder’s areas were 

conceived as an independent modular blocks, 

which means that depending on the corporation 

business situation, some of them might not be 

addressed. Moreover, the FBM was designed 

not only for organizations who are already 

implementing frugal products into the market, 
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but also for companies that have no prior 

expertise and knowledge about frugal 

innovations. The first ones have the opportunity 

to review and approach their frugal business 

model, verifying if they are in fact taking into 

account all important stakeholders and its 

business elements and validated practices. The 

seconds can use this model as a first guide in 

order to create or transform their current 

business model into a frugal one, prioritizing all 

the selected stakeholders and systematic 

engage its business elements and further try to 

employ the respective practices.  

 

3.3 FBM Limitations  

By using FBM, a company encounters some 

limitations:  

1. Higher organizational discrepancy existing 

between companies in different types of 

market. Since the model presented is too 

generic, it may raise questions about how this 

model can contribute to the frugal 

implementation success of each specific 

business and what results would companies 

have if followed its approaches. Since to 

answer this questions, it would be required to 

execute a business plan for each specific case 

to obtain real and practical results, it was not 

evaluated.  

2. Only offers general best practices for the 

stakeholder’s engagement, which can have 

practical variations even in the same type of 

markets. In addition, it was not evaluated 

business practices for each business elements 

addressed. Due to the recent novelty of the 

theme and generic information about frugal 

business practices, it was quite difficult to 

access and clearly identify best practices for 

each specific business elements.  

3. It should be clarified that the present 

framework was mostly developed with a 

business- oriented for emerging markets. Since 

the lack of information about frugal innovations 

in developed markets, the applicability of model 

it will be more efficient for companies that 

operates in a emerging market context.
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Figure 2: Frugal Business Model Framework 
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4. Validation  
The validation was conducted though case study 

analysis. Through the application of the FBM, it 

was exanimated two case studies: a successful 

(Glatt Stove) and non-successful (Tata Nano) 

frugal product. It was divided into five parts: 1) 

the key facts concerning the overall product 

information and market target of the frugal 

business, 2) the frugal value proposition offered 

to its customers, 3) description of the 

stakeholders engaged throughout the frugal 

value chain, 4) the respective business elements 

correspondent to each stakeholder area and 5) 

an analysis of the best practices performed by 

the company.  

The validation allowed guaranteeing the 

practical and theoretical relevancy and 

pertinence of the work, as the case studies 

approached had distinct market targets, 

stakeholder’s engagement and business 

operational performances for the implementation 

of a frugal product. It. Throughout this, the FBM 

was validated through the implementation and 

application of the framework in each case study, 

which proved that the user can have a border 

perspective of his frugal business model and 

helps to identify the main business problems 

providing the tools to be able to delineate an 

efficient strategy to tackle them.  

5. Conclusions and Future Work  

Despite of frugal business models, seem to 

bring many benefits and opportunities, some 

corporations are still doubtful to execute them, 

and those ones that are already promoting frugal 

products, are struggling with challenges in their 

implementation. Therefore, it was necessary for 

the implementation of Frugal Innovation, to 

create a standardized and structure business 

model with the aim of improving the efficiency 

and performance of frugal products in the target 

market.  

The FBM is a visual tool that provides the 

guidelines for firms to choose the most adequate 

business strategies and guarantees that they fit 

to the unique frugal innovation characteristics. It 

also support the decision makers to reframe and 

reconfigure their frugal value proposition through 

a stakeholder’s engagement with the aim of 

providing guidance for new frugal opportunities. 

The validation process was conducted through a 

case study analysis which were evaluated 

around the key components of the FBM: frugal 

value proposition, the stakeholder’s areas, the 

business elements and the best practices. It 

proved useful for the application of the FBM to 

identify main business problems, delineate more 

efficiently strategy and operational decisions and 

to acquire a broader perspective of the firm’s 

frugal business mode.  

Furthermore, three main areas of future 

research are suggested. First, the FBM is 

generic to all industry sectors in all type of 

markets, it could serve as basis for specification 

to a certain organization performing in a 

particular industry of a certain target market. 

This could support firms in better understanding 

of Frugal Innovation’s opportunities, 

requirements, and challenges. Secondly, to 

apply in efficient way the FBM it would be 

necessary to include or have in consideration 

the adoption of more efficient mechanisms of 

value chain controlling for better access key 
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information required for the usage of the FBM. It 

would help companies for designing a more 

effective frugal business models. Third but not 

least, this FBM should be integrated with other 

models addressing frugal supply chain, social 

and environment sustainability and frugal 

product design in order to complement each 

other.  
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