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Praise for Jugaad Innovation

‘‘We are entering an age when humanity’s grand challenges are being solved by
a new generation of ‘do-it-yourself’ innovators employing jugaad-style thinking.
Today the entrepreneurial spirit of your very own employees, customers, and
partners—empowered by new technologies—can literally change the world.
X PRIZE has proven the value of jugaad by leveraging this bottom-up approach
of ‘better, faster, cheaper’ to the point of sending a man into space for a fraction
of what NASA spends. This compelling new book, Jugaad Innovation, articulates
how you can start to accomplish amazing things on a shoestring. It is a vital
read.’’

—Peter H. Diamandis, founder and chairman, X PRIZE Foundation

‘‘Jugaad Innovation throws cold water in the faces of CEOs, reminding them of the
immense power of grassroots, do-it-yourself, cheap, quick, simple innovation.
This is one of the most important lessons that emerging markets are teaching
the West.’’

—George F. Colony, CEO, Forrester Research

‘‘Jugaad Innovation goes farther than conventional business books that chart
consumer growth in Brazil, Russia, India, and China. It explains how emerging
economies are pioneering the art of ‘frugal engineering,’ then provides practical
tips on how Western companies—from tech startups to multinational industrial
corporations—can likewise do more with less. A provocative and entertaining
read for 21st century business leaders.’’

—Carlos Ghosn, CEO, Renault-Nissan

‘‘The authors have it right: highly structured innovation processes can’t deliver
all the breakthroughs required by today’s ‘speed of business.’ What’s called
for are new practices that work with—not against—the forces that drive our
hypercompetitive world. Jugaad Innovation lays out the new principles that
you—and every forward-thinking leader in your company—need right now.’’

—Charlene Li, founder, Altimeter Group; bestselling author,
Open Leadership
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‘‘Businesses must move away from the top-down organizational hierarchies
that have defined the past and transform themselves into social enterprises
built on bottom-up, agile models based on collaboration. Jugaad Innovation

shows how you can enable your entire ecosystem—employees, customers,
and partners—to make significant contributions and drive hypergrowth. An
important book for anyone who wants to compete in the future.’’

—Marc Benioff, chairman and CEO, salesforce.com; bestselling author,
Behind the Cloud

‘‘CEOs tend to manage innovation like an orchestra conductor—with a tra-
ditional, hierarchical, and prescriptive approach. Jugaad Innovation shows how
to innovate like a jazz band—with improvisation, creativity, and agility. Both
styles are necessary on today’s global stage.’’

—Doreen Lorenzo, president, frog

‘‘I’ve long argued that the role of business is to make the world a better place.
In the new economy, this requires true innovation—bold ideas, gutsy people,
and extraordinary actions. Need a new roadmap? Fresh inspiration? Accessible
tools? It’s all in this remarkable book, Jugaad Innovation. Get a copy for yourself
and every member of your team today.’’

—Kevin Roberts, CEO worldwide, Saatchi & Saatchi; bestselling author,
LoveMarks
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To our parents, who taught us to be frugal and flexible,

and encouraged us to follow our hearts
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FOREWORD

Ideas and creativity are the heart of my business, so when a book like
Jugaad Innovation comes along, reframing as it does the language and

methodology of innovation, it’s time to get excited. As the authors note,
this is a time of increasing complexity and greater scarcity of resources,
of fractured financial models in the West, and confidently emergent
economic powerhouses in the East and the South. What is revelatory is
that the authors surface a new set of principles—from emerging markets
such as India, Brazil, China, and Kenya—for breakthrough innovation
that we must take notice of and start adopting if we are to regenerate
growth.

I first met one of the authors —Jaideep Prabhu—at Judge Business
School, University of Cambridge, when I was CEO-in-Residence. One
of the joys of my role was meeting people like Jaideep and listening
to their nascent ideas for making the world a better place. With his
collaborators, Navi Radjou and Simone Ahuja, Jaideep has brought the
concept of jugaad to life with the full color and exuberance that is India.

This is a radically optimistic book and one that aligns with several
strands of my own academic inquiry and gut instincts following forty
years in business. My mantras unfold like this: be purpose inspired;
change comes from the edge; devote yourself to world-changing
ideas; emotion leads to action; creativity overcomes scarcity; in tough
times, you need to win ugly. Their principles are parallel: be heart

ix
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powered; seek opportunity in adversity; do more with less; include the
margin; remain asset light; the world is too complex for the mind alone.
My touchstone for innovation is ‘‘fail fast, fix fast, learn fast.’’ Theirs:
‘‘fail cheap, fail fast, fail often.’’

Jugaad Innovation journeys through several of emerging markets’
most innovative initiatives, from low-tech street corner entrepreneurs
in the Philippines meeting the needs of a local community to large
industrial conglomerates in India and China seeking to improve the
lives of hundreds of millions of people. The authors track a number of
Western companies that have mirrored jugaad methods—Procter &
Gamble and PepsiCo are two companies I have worked for—but on the
whole conclude that ‘‘the Western innovation engine has become too
rigid, insular, and bloated . . . consumes a lot of resources and makes a
lot of noise but produces little of significance.’’ Ouch.

Jugaad is therefore both a wake-up call for mature companies with
over-developed processes of institutional innovation, and a primer for
how to be resourceful with scarce resources. In my home country of
New Zealand, the jugaad equivalent is called ‘‘#8 wire.’’ In the early
agricultural and industrial development of New Zealand, farmers and
business people couldn’t wait for the months it took for replacement
parts or new machinery to arrive on the boat from Mother England—so
they improvised solutions, made it up. It was amazing what could be
achieved with a simple piece of fencing wire.

‘‘Scarcity is the mother of invention’’ say the authors. Austerity is the
new operating system both for many companies and indeed countries.
Frugality is the framework of managers; re-using and recombining is a
way of life for the characters who populate the pages of Jugaad Innovation,

and it is a practice that we in the wasteful West need to learn and
then get used to. In my business—communications, marketing, and
advertising, aka selling—the advent of social media has slashed the type
of budgets we were once used so. Creativity is our greatest savior. Great
ideas are budget blind, it’s just that we have little practice of working in
this environment. Jugaad lights a path.

Where Jugaad Innovation really pumps my blood is in its discussion of
‘‘intuiting the latent needs of consumers.’’ Steve Jobs had this intuition
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and designed new products that people never imagined but are so
obvious when they’re in your hands. A classic frugalist, he defined
presence as absence; he took away—the keyboard, the mouse, the com-
puter box; he reduced and eliminated. My book Lovemarks: The Future

Beyond Brands took the position that companies, if they were up to it,
would be able to place themselves into the hearts of customers, be
invited in, and be able to clearly answer the killer question that every
customer has: ‘‘how will you improve my life?’’ The chest-thumping of
companies who claim to put customers at the heart of what they do have
the equation back to front. As the authors state, ‘‘your heart knows
what your mind doesn’t.’’ They advocate ‘‘following your heart’’ with
intuition, empathy, and passion; my trifecta is ‘‘mystery, sensuality, and
intimacy.’’

The final element of jugaad to highlight is what I call ‘‘mental
toughness.’’ The authors refer to ‘‘building up your firm’s psychological
capital to boost its confident resilience.’’ At Saatchi & Saatchi we
have a founding statement of purpose: ‘‘Nothing Is Impossible.’’ To
this I added ‘‘One Team One Dream.’’ Having crazies with purpose
on your side is great; having unguided crazies is not. Just as I have
invented, adapted, and stolen methods and techniques for organizing
and keeping 6,000 people on the straight and narrow, these authors
offer us a host of how-to’s. You can’t have a book about resourcefulness
without resources, and Jugaad Innovation is generous in its roadmaps.

Until this book, the commonest currency I had with India was
cricket. I captained cricket teams through my school years, beguiled by
the mysteries of the googly (look it up on, um Google; it’s a type of
delivery bowled by a right-arm leg spin bowler) and the blatant power
of hitting a six over square leg. Now I have jugaad, and my relationship
with India and with innovation is reborn.

Kevin Roberts
CEO Worldwide

Saatchi & Saatchi

Grasmere, England

February 2012
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CHAPTER O N E

JUGAAD
A Breakthrough Growth Strategy

We reached Ramakrishna Nagar, a village in the desert of Gujarat,
a state in Western India, after travelling 250 miles from Ahmed-

abad, the state’s capital. Our team—a Silicon Valley management
consultant, a business school professor from the University of Cam-
bridge, and the founder of a Minneapolis advisory boutique and media
firm—had set out a few months earlier on an extensive research and
travel project. Our mission: to discover new approaches to innovation
in emerging markets such as India that could help Western firms take
on the complexity of our tough and turbulent times.

We came to Gujarat to meet with Professor Anil Gupta at the Indian
Institute of Management (IIM) in Ahmedabad.1 Professor Gupta runs
Honeybee Network, a non-profit organization that identifies and cross-
pollinates grassroots innovation all across India. Over more than two
decades, Honeybee had populated a database with over ten thousand
inventions of grassroots entrepreneurs who have created ingenious
solutions for pressing socioeconomic problems in their local commu-
nities. Professor Gupta suggested we meet with one of these rural
entrepreneurs.

As we left an arrow-straight concrete highway to follow narrower
and increasingly cratered gravel roads, the temperature rose to a
debilitating 120 degrees. Stepping out of our air-conditioned jeep, we
could feel the weight of the desert’s oppressive heat.

Mansukh Prajapati greeted us warmly outside his workshop.2 A
potter by trade, Prajapati had for years been experimenting with clay to
produce a variety of durable goods, many of which were on display in the
office outside his ‘‘lab.’’ We were parched—and grateful when he asked

1
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us if we wanted water. We had run out, and there wasn’t any sign
of a store or kiosk nearby to restock. He reached around to a faucet,
handed us cups, and, beaming with pride, said, ‘‘Please, have this cold
water—from my fridge.’’

Baffled, we looked more closely at the terra-cotta box in front of us.
It was made entirely of clay, except for a glass door and a plastic faucet
at the bottom. While sipping the refreshingly cool water, we looked
around and found no electrical cord, no battery—just clay. Amused
by our expressions, Prajapati explained how this clay fridge—the
Mitticool (mitti means ‘‘earth’’ in Hindi)—works: water from an
upper chamber seeps through the side walls, cooling the lower food
chamber through evaporation. The fridge consumes no electricity, is
100-percent biodegradable, and produces zero waste during its lifetime.
An ingenious invention!

But this inventor and his personal story are even more impressive.
Prajapati doesn’t work for NASA or Whirlpool, and he doesn’t have a
Ph.D. in quantum physics or an MBA from Stanford. In fact, he didn’t
even finish high school. His R&D lab—a simple open-air room with clay
in various shapes and forms arrayed on the floor and an oven tucked
away in the corner—is a far cry from the sprawling campuses of GE and
Whirlpool, which swarm with hundreds of engineers and scientists.

In 2001, an earthquake had devastated Prajapati’s village and the
surrounding area. Reading a report of the devastation in the local
newspaper, he noticed a photo caption: ‘‘Poor man’s fridge broken!’’
The photo featured a smashed earthen pot commonly used by villagers
to fetch water and keep it cool. And though the newspaper had called it
a fridge in jest, it triggered Prajapati’s first eureka moment. Why not use

clay, he thought, to make a real fridge for villagers—one that looks like a typical

fridge, but is more affordable and doesn’t need electricity? Over five hundred
million Indians live without reliable electricity, including most of the
people in Prajapati’s village.3 The positive health and lifestyle benefits
of owning a fridge in a desert village where fruit, vegetables, and dairy
are available only intermittently would be tremendous.

Prajapati’s training as a potter, coupled with his intuition, told him
that he was on to something. He experimented for several months and
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eventually had a viable version of the Mitticool that he began selling to
people in his own village. The fridge—which costs around US$50—was
a hit. Prajapati worked tirelessly on design improvements, and began
selling Mitticools across India, and then internationally. He couldn’t
keep up with the rising demand and had to find ways to scale up—fast.

Then he had a second eureka moment. Why not transform pottery
from an artisanal craft into an industrial process? He could leverage his
traditional knowledge of pottery to mass-produce goods that met
modern consumer needs. So Prajapati first developed an entirely
new and more efficient method of working with clay. Then he began
training women in his village in these industrial pottery techniques and
finally hired them to work in his new factory. Soon a ‘‘mini’’ Industrial
Revolution in pottery was launched in this remote Indian village.

Mitticool was the first product that Prajapati mass-produced in his
factory. He soon built other products from clay, such as a nonstick frying
pan that retains heat longer than other frying pans and costs a mere
US$2. From one man and one idea has grown a frugal yet fruitful indus-
try, one that employs large numbers of people in his own community
and serves consumers in India and abroad. Prajapati’s groundbreak-
ing inventions, which deliver more value at less cost, have earned
him accolades from all over the world—including from the president
of India. And Forbes magazine recently named him among the most
influential rural Indian entrepreneurs, one of few to have made an
impact on the lives of so many.4

JUGAAD: THE GUTSY ART OF IMPROVISING
AN INGENIOUS SOLUTION

The Mitticool, an idea born out of adverse circumstances, shows how
a resilient mindset can transform scarcity into opportunity. Combining
limited resources and a never-say-die attitude, Prajapati tapped into his
empathy and passion for his fellow community members to conjure up
an ingenious solution that improved lives in Gujarat and beyond. Not
only did he produce a cheap and effective cooling device, but he also
created jobs for dozens of undereducated women. In doing so, Prajapati
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is both driving environmental and socioeconomic sustainability in his
community and ensuring the financial sustainability of his own business.
Prajapati embodies the true spirit of jugaad.

Jugaad is a colloquial Hindi word that roughly translates as ‘‘an inno-
vative fix; an improvised solution born from ingenuity and cleverness.’’
Jugaad is, quite simply, a unique way of thinking and acting in response
to challenges; it is the gutsy art of spotting opportunities in the most
adverse circumstances and resourcefully improvising solutions using
simple means. Jugaad is about doing more with less. (We feature articles and
videos on jugaad on our companion website, JugaadInnovation.com.)

Jugaad is practiced by almost all Indians in their daily lives to
make the most of what they have. Jugaad applications include finding
new uses for everyday objects—Indian kitchens are replete with empty
Coke or Pepsi bottles reused as ad-hoc containers for dried legumes or
condiments—or inventing new utilitarian tools using everyday objects,
like a makeshift truck cobbled together with a diesel engine slapped onto
a cart (interestingly, the origin of the word jugaad, in Punjabi, literally
describes such makeshift vehicles).

The word jugaad is also applied to any use of an ingenious way to
‘‘game the system.’’ For instance, millions of cellphone users in India rely
on ‘‘missed calls’’ to communicate messages to each other using a pre-
arranged protocol between the caller and receiver: think of this as free

textless text messaging. For example, your carpooling partner may give
you a ‘‘missed call’’ in the morning indicating he has just left his house
and is on his way to pick you up.5 Hence, the word jugaad carries a slightly
negative connotation for some. But by and large, the entrepreneurial
spirit of jugaad is practiced by millions in India simply to improvise
clever—and completely legitimate—solutions to everyday problems.

In this book, we delve into the frugal and flexible mindset of
thousands of ingenious entrepreneurs and enterprises practicing jugaad
to creatively address critical socioeconomic issues in their communities.
Jugaad innovators like Mansukh Prajapati view severe constraints,
such as a lack of electricity, not as a debilitating challenge but as an
opportunity to innovate and overcome these very constraints.
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The entrepreneurial spirit of jugaad is not limited to India. It is
widely practiced in other emerging economies such as China and Brazil,
where entrepreneurs are also pursuing growth in difficult circumstances.
Brazilians have their own word for this approach: gambiarra.6 The
Chinese call it zizhu chuangxin.7 The Kenyans refer to it as jua kali.8

The French have a term too—Système D.9 Throughout this book
we profile jugaad entrepreneurs from Argentina, Brazil, China, Costa
Rica, India, Kenya, Mexico, the Philippines, and elsewhere who have
created simple yet effective solutions to address vexing problems that
their fellow citizens face. We hope to shed light on how these jugaad
innovators think and act—and identify the valuable lessons we in the
West can learn from them.

JUGAAD IN THE WEST

While jugaad is currently the dominant form of innovation in emerging
markets, in the West it is practiced only in isolated instances. And
although the 1980s TV series MacGyver popularized the American
jugaad spirit—also known as Yankee ingenuity—very few Western corpo-

rations actually practice jugaad today.10 Yet jugaad was once a big part
of Western innovation too. It was the flexible mindset of jugaad-style
innovators that catalyzed growth in Western economies like that of the
United States during the Industrial Revolution.

For instance, in 1831 a self-educated Virginian farmer named
Cyrus McCormick introduced his newly invented mechanical grain
reaper. The reaper promised to free farm workers from back-breaking
labor and address the problem of scarce food supplies that plagued his
community. When McCormick was born in 1809, over 80 percent of
Americans were dependent on agriculture for their livelihood (by 1970
that figure had dwindled to just 4 percent).11 In early nineteenth-century
America, farmers harvested grain crops by hand, requiring many
laborers to complete the task. Cyrus McCormick’s father had wanted
to make life easier for his fellow farmers. He spent twenty-eight years
trying to develop a machine that could automate grain harvesting, but
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he gave up after multiple unsuccessful attempts. When his son Cyrus
was barely twenty-two, he took over his father’s invention and tinkered
with the machine to make it work. In his family barn, which served as
a makeshift workshop, he spent many months tweaking the design for
an automated grain-harvesting machine, using limited resources and
hand-made components. Finally, in 1831, he came up with a workable
and elegant version of the mechanized reaper, capable of harvesting
more grain than five men could gather using the earlier cradles.12

The reaper wasn’t even Cyrus McCormick’s first invention. Despite
little education, at age fifteen he had invented a lightweight grain cradle
that could cut and stack grain more efficiently. A few years later he devel-
oped two new types of plow. Nineteenth-century America—struggling
with a scarcity of resources, yet fertile with opportunities—teemed with
jugaad entrepreneurs like Cyrus McCormick whose clever inventions
brought great benefits to the society at large.13

Yet Cyrus McCormick’s most famous jugaad invention—the mech-
anized reaper—wasn’t an instant commercial success. His fellow
farmers, accustomed to manual methods of harvesting, were initially
skeptical about the usefulness of this unfamiliar machine. McCormick
struggled for years to sell his machines. He found success through fur-
ther flexible jugaad thinking: pioneering the practice of word-of-mouth
marketing, he got his first few customers to recommend his reaper
to other potential customers. Eventually, sales of his reapers picked
up, and McCormick shifted production to a factory in Chicago. His
machines started selling well and dramatically improved agricultural
practices across the country. In the process, McCormick also laid the
groundwork for many innovative sales and marketing practices—like
assessing customers’ credit-worthiness and offering a ‘‘money-back
guarantee’’—that are now standard practices of Western businesses
across industries. McCormick proved to be not only an ingenious tech-
nical inventor but also a great business model innovator. And although
McCormick’s life was filled with adversity—from factory fires to patent
disputes—he always bounced back with resilience. McCormick’s jugaad
inventions enabled scores of American workers to shift from farming to
factory work—thus accelerating the Industrial Revolution.14
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Among the many early American jugaad innovators, the best-
known may well be Benjamin Franklin. Franklin experienced scarcity
and learned about the virtue of frugality firsthand, growing up in a large
Puritan family of nine brothers and seven sisters.15 When he was just
ten years old, Franklin left school and started working in his father’s
candle and soap shop to help support his family. Early on, Franklin
developed a knack for using limited resources to devise ingenious and
frugal solutions to tackle the everyday problems of his contemporaries.
Franklin’s legendary ingenuity was fueled by his genuine empathy for
his fellow citizens. One of his most practical inventions was the Franklin
stove.16 During the eighteenth century, homes in the United States
were primarily heated by inefficient fireplaces that spewed smoke while
much of the heat they generated escaped up the chimney. They were
also hazardous, as their sparks could trigger fires that quickly devoured
wood-built homes.

Franklin’s jugaad innovation to tackle this problem was a new type
of stove with a simple hooded enclosure in the front and an air box in the
rear. The new stove and its reconfiguration of the flues enabled a more
efficient fire, one that consumed 75 percent less wood and generated
twice as much heat.17 The Franklin stove delivered ‘‘more with less.’’
An early advocate of open source technology, Franklin turned down
the patent offered for his original design, stating that altruism rather
than profit was his driving motive for developing the efficient stove. He
wanted all Americans to benefit from his invention. In fact, Franklin
patented none of his inventions. In his autobiography, he wrote that ‘‘as
we enjoy great advantages from the inventions of others, we should be
glad of an opportunity to serve others by any invention of ours; and this
we should do freely and generously.’’18 As a serial jugaad entrepreneur,
his approach to innovation was always inclusive: his ingenious but
simple inventions—including the lightning rod, bifocals, and a carriage
odometer—enhanced lives throughout the colonies.

America’s founding fathers, as well as its creative farmers, indus-
trial pioneers, and scientific explorers in the nineteenth and early
twentieth centuries—from Ben Franklin to Cyrus McCormick to the
Wright brothers—were historic practitioners of jugaad in the West.
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These ingenious entrepreneurs spurred the Industrial Revolution in
Western nations, building a strong foundation of economic leadership
that lasted for decades. In the twentieth century, however, especially
after World War II, Western nations gradually lost touch with this
jugaad spirit as they matured into postindustrial economies and became
attached to a systematized, predictable way of life and work. Improvised
ingenuity—the essence of jugaad—took a back seat to a more formally
structured approach to innovation.

HOW THE WEST LOST ITS JUGAAD

In the twentieth century, as North American and European eco-
nomies expanded, Western corporations began to institutionalize their
innovation capabilities, creating dedicated R&D departments and
standardizing the business processes needed to take their ideas to market.
They focused on managing innovation, just as they managed any other
business activity. This industrialization of the creative process led to a
structured approach to innovation with the following key characteristics:
big budgets, standardized business processes, and controlled access to
knowledge.

But this structured innovation approach, which helped Western
firms become highly successful in the second half of the twentieth
century, has three clear limitations in the fast pace and volatility of the
twenty-first century: it is too expensive and resource consuming, it lacks
flexibility, and it is elitist and insular.

The Structured Approach Is Too Expensive and Resource
Consuming Western firms have come to believe that their inno-
vation system—like any industrial system—will generate more output
(inventions) if fed more input (resources). As a result, the structured
innovation engine is capital intensive. It requires an abundant supply
of financial and natural resources at a time when both are increasingly
scarce. The approach is designed to deliver ‘‘more with more’’—that is,
firms charge customers a hefty premium for overengineered products
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that are expensive to develop and produce. For instance, the thousand
companies in the world that invest the most in innovation—many of
which are Western firms—spent a whopping $550,000,000,000 (yes,
that’s US$550 billion!) on R&D in 2010 alone.19 But what did they get in
return for all this expense? Not much, according to research conducted
by the management consultancy Booz & Company. They found that the
three Western industries that spend the most on R&D—computing and
electronics, healthcare, and automotive—struggle to generate a steady
stream of groundbreaking inventions, despite their hefty R&D invest-
ments. Hence there is a weak correlation between how much money your
firm spends in R&D and how well it performs in terms of developing and
marketing products that generate a significant financial return. To put
it bluntly, money can’t buy innovation. Fittingly, a Booz & Company report
carries a photograph of a dejected-looking CEO wearing a T-shirt that
reads: ‘‘We spent $2 billion on R&D and all we got was this lousy
T-shirt.’’ The caption illustrates well the frustrations of Western corpo-
rate leaders facing, on the one hand, huge financial constraints, and on
the other, immense pressures from shareholders to deliver growth.20

The pharmaceutical industry is one sector where the ‘‘bigger
is better’’ R&D strategy is clearly running out of steam. Big Pharma’s
spending on R&D ballooned from $15 billion in 1995 to $45 billion in
2009.21 Yet the number of new drugs launched annually has dropped
by 44 percent since 1997.22 This is especially bad news for Big Pharma,
given that between 2011 and 2016 drugs worth a whopping $139 billion
are set to go off patent.23 To further complicate things, Big Pharma
in the United States is facing a growing backlash from politicians and
the public as health care costs spiral out of control, even as fifty million
Americans continue to lack basic health insurance.

The drug industry is not an exception. The U.S. auto sector
spent $16 billion on R&D in 2007 alone.24 But American automakers
nevertheless trail their Japanese, Korean, German, and even Chinese
and Indian rivals, as frugal consumers worldwide clamor for more
compact, fuel-efficient, and environmentally friendly cars. The U.S.
market share of the Big Three—Chrysler, General Motors, and
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Ford—has steadily declined, from 70 percent in 1998 to 44.2 percent
in 2009.25 In December 2008, the cash-strapped automakers asked
the U.S. government for a $34 billion bailout to cover employee health
care expenses and prevent bankruptcy and massive layoffs.26 Since
December 2009, the U.S. government has given $82 billion in aid to
the Big Three—including $62 billion to General Motors and Chrysler
alone (both carmakers filed for bankruptcy protection).27

The Structured Approach Lacks Flexibility 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 such as ‘‘Six Sigma’’ (an integrated set of management
techniques designed to decrease production defects and increase oper-
ational efficiency by standardizing processes) and ‘‘stage gate analysis’’
to manage and control their innovation projects. These structured
processes were expected to drastically reduce uncertainty—and risk of
failure—from the entire innovation process and make R&D projects
more predictable in both execution and outcomes. But these structured
business processes and methods are unfit to deliver the agility and
differentiation that enterprises need in a fast-paced and volatile world.

Take Six Sigma—the well-known management strategy pioneered
by Motorola in 1986 and the corporate dogma of leading Fortune
500 firms such as GE and Boeing. Six Sigma is a set of practices
designed to improve quality by eliminating defects. With a Six Sigma
process implemented, there is a statistical expectation that 99.99966
percent of the products manufactured will be free of defects. Six Sigma
works marvelously when you are seeking to institutionalize ‘‘sameness,’’
and this comes in handy when you are mass-producing widgets in a
predictable environment. But Six Sigma is like a straitjacket: once you
get in, you are stuck, and when things start to change, you can’t move
(let alone dance).28

Built around stable and predictable processes, programs like Six
Sigma cannot enable the rapid change that companies need as they seek
to mass customize products and services, satisfy increasingly diverse
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and finicky customers, and keep up with technology shifts. Worse,
the orthodox Six Sigma culture weeds out ‘‘positive deviance’’—the
uncommon strategies used by those pioneering employees in a company
who use unconventional and counterintuitive methods to solve
vexing business problems that can’t be addressed using traditional
approaches.29 But, as Malcolm Gladwell points out in Outliers, positively
deviant behavior and ideas are what actually drive game-changing
innovation.30 That explains why George Buckley, CEO of 3M—where
an outlier named Art Fry invented the now-indispensable Post-it® Notes
by sheer serendipity—rolled back several Six Sigma initiatives at 3M in
a bid to revive innovation in the firm. Buckley points out: ‘‘Invention
is by its very nature a disorderly process. You can’t put a Six Sigma
process into that area and say, Well, I’m getting behind on invention, so
I’m going to schedule myself for three good ideas on Wednesday and
two on Friday. That’s not how creativity works.’’31

The Structured Approach Is Elitist and Insular Throughout
the twentieth century, Western firms built large R&D labs that employed
hundreds of top scientists and engineers, based on a belief that ‘‘knowl-
edge is power’’ and that controlling access to it was key to success. Thus
innovation became an elite activity controlled by a few high priests:
engineers and scientists working under conditions of secrecy in in-house
labs close to headquarters. Only these chosen few were invited into the
R&D department and given the resources and permission to innovate.
Any new knowledge they generated was closely guarded. Collaboration
with other employees—let alone outsiders—was shunned. The assump-
tion was that to dominate markets through innovation one needed two
things: top-of-the-line technology and ownership of the best intellectual
property, both of which could be bought with enough money. However
true that assumption might have been in an earlier industrial era, it is
far less valid now. Part of the old belief was that only a bunch of smart
Ph.D.s could invent new things. But in today’s consumer-driven econ-
omy we know that it’s more important to commercialize technology, which
requires knowledge of fields such as design and marketing—skills that
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engineers and scientists may not necessarily have.32 As Bob McDonald,
CEO of Procter & Gamble, explains: ‘‘For us, innovation is not inven-
tion. It’s the conversion of a new idea into consumer delight and,
ultimately, into revenues and profits. If an idea or technology cannot be
successfully commercialized, it’s not an innovation.’’33

Further, in an interconnected world powered by social media, the
intellectual property that one can buy isn’t the only source of new
ideas. Finding, sharing, and integrating globally dispersed knowledge
among all levels of employees is just as important, if not more so.
Consider this statistic: as of this writing, every Facebook user creates, on
average, ninety pieces of content per month, contributing to more than
thirty billion pieces of shared content—ranging from family photos to
web links to posts—across the Facebook social network.34 The power
of innovation has shifted from the professional class to the masses.
Creativity has been democratized—thanks to social media tools like
Facebook. As strategy consultant and author Gary Hamel says, ‘‘The
underlying principles on the Web of natural hierarchy, transparency,
collaboration and all the rest—those characteristics are going to have
to invade management. The idea of a hierarchy that fundamentally
empowers the few and disempowers the many is more or less dead.’’35

Yet top-down R&D systems are often unable to open up and inte-
grate such bottom-up input from employees and customers. Younger,
creative employees use new technologies like social media in order to
brainstorm ideas, creating a virtual watercooler. Structured organiza-
tions often find it hard to integrate these methods of innovation into their
business model. The chief information officer of a large engineering
services firm told us, ‘‘Many of our younger employees brainstorm
new ideas on Facebook. As a result, Facebook has become the virtual
brainstorming place where people gather and hatch ideas. I really don’t
know how to funnel those ideas back into our corporate R&D systems.’’

Bottom line: the processes, systems, and mindsets that underpin
the structured approach to innovation are now failing. Although in
years past corporations were able to survive and even thrive with this
approach, it was designed to help them compete and win in a relatively
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stable, slower, and predictable world of abundance—one that no longer
exists. Today’s highly complex and turbulent business environment
demands a new approach to innovation and growth—one that is frugal,
flexible, and participative.

COMPLEXITY STRETCHES WESTERN FIRMS’
ABILITY TO INNOVATE

In a global survey conducted by IBM in 2010, 79 percent of the
1,500 CEOs surveyed said that they anticipated greater complexity
in the future environment.36 Worryingly, fewer than half of these
CEOs believed that their firms were prepared to respond creatively
to this increasing complexity. The main reason is that Western firms’
structured approach to innovation is ill-equipped to help them innovate
faster, better, and cheaper as they seek to cope with five major components
of complexity—scarcity, diversity, interconnectivity, velocity, and
breakneck globalization.

Scarcity Even as Western economies struggle to emerge from the
global recession, access to financial capital remains restricted for small
and midsize companies—which account for two-thirds of job creation in
the United States—while consumers struggle to obtain loans from risk-
averse banks.37 For instance, America’s consuming middle class, which
accounts for two-thirds of national spending and forms the bedrock of
the U.S. economy, is feeling the pinch. Between 2000 and 2010, the
inflation-adjusted income of middle class American households dropped
by 7 percent. In late 2011, an astounding 46.2 million Americans (or
15 percent of the U.S. population) were living in poverty and nearly
50 million lacked health insurance.38 Not surprisingly, in 2011 only 65
percent of Americans believed their children would be able to achieve
the American Dream—down from 69 percent in 2008.39

In times like these, it’s unrealistic to expect Western governments to
come to the rescue of their citizens, as they are feeling the squeeze as well:
U.S. public debt, for instance, has increased by over $500 billion, on
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average, every year since 2003. As of early August 2011, the total public
debt of the United States was a whopping $14.34 trillion dollars.40 In
the UK, public sector borrowing skyrocketed to £175 billion (US$253
billion) or 12.4 percent of GDP in 2009—the highest level of borrowing
among all developed nations.41 Heavily indebted Western governments
have no choice but to cut down on public services, and this will only
further hurt already stretched Western consumers.

Meanwhile, natural resources like oil and minerals are becoming
more scarce and consequently more expensive. While everyone frets
about the escalating price of oil, another precious resource—water—is
also becoming increasingly scarce. One out of three U.S. counties
faces a risk of water shortages in coming decades, and fourteen states,
including California and Texas, face an extreme threat to their water
sustainability.42

Further, the outlook of Generations Y and Z marks a significant
change in both the workforce and the consumer base. These frugal
and environmentally conscious young consumers are more comfortable
working with scarcity and seem to instinctively follow jugaad in their
daily lives. They innately appreciate the need to do more with less,
having experienced firsthand the worst economic times since the Great
Depression. The MacArthur Research Network on Transitions to
Adulthood and Public Policy conducted five hundred interviews with
twenty-somethings on their cost-conscious lifestyle and concluded that
their ‘‘frugality could last a lifetime.’’43

All three trends—financially constrained consumers and govern-
ments, dwindling natural resources, and greater numbers of frugal Gen
Y and Z consumers wanting low-impact environmental products— have
put scarcity on the agenda for Western companies, forcing them to find
frugal ways to grow with less. The raw materials necessary to make
new products will cost more in the future, and consumers’ financial
constraints will drive them to look for low-cost products that still deliver
results in an eco-friendly way.

Diversity The workforce of most Western companies is now more
diverse than ever before. The Gen Y (also known as the Millennials) and
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Gen Z—with their distinctive values and expectations—are now joining
Generation X and the baby boomers at work. The COO of a large
Silicon Valley–based tech firm told us, ‘‘For the first time in my life, I
now manage workers across four generations—which is more difficult
because we have to accommodate the diverse values and expectations
of our multigenerational workforce.’’

Meanwhile, traditionally homogeneous markets are now more
fragmented, as consumers from minority groups seek solutions tailored
to their unique needs. For instance, Hispanics already account for more
than one-third of California’s population and are expected to become a
majority in that state by 2042.44 As a result, corporate leaders have to
learn to reconcile the varying values and expectations of their diverse
workforce and consumer communities they serve. Unfortunately, the
structured approach to innovation—rigid, insular, elitist, and promoting
uniformity—is limited in its ability to deal with a world of diversity.

Interconnectivity Cloud computing, mobile technologies, and
social media have created new ways for companies to connect and en-
gage deeply with their current and prospective customers and partners
alike. Indeed, the United States is turning into what Daniel Pink calls
a ‘‘free agent nation,’’ one in which a growing number of professionals
are escaping ‘‘corporate fortresses’’ by leveraging professional social
networks like LinkedIn to freelance their skills.45 Technology has
fostered a growing need for creative freedom among employees
and citizens by forcing CEOs to open up their business models and
organizational structures to make the most of a connected society and
workforce. Specifically, the rigidity of the structured approach limits
the use of more flexible ways of innovating that involve groups outside

the firm, such as consumers and partners. And the insularity of the
structured approach limits the involvement in innovation—even within

the firm—of employees who are not strictly tasked with doing R&D.

Velocity The speed of change is increasing on multiple fronts—tech-
nological, market, and competitive. In particular, product life cycles are
getting shorter, putting pressure on corporations to launch new products
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faster than ever and to keep ever-more-demanding consumers satisfied.
For instance, the Apple iPad 2 was released even before there was viable
competition for the iPad 1. And in the era of Twitter and Facebook, the
reputations of companies (and governments) can be destroyed at light-
ning speed—as evidenced by Wikileaks. This accelerating pace—and
the associated ambiguity about what the future holds—forces CEOs
to delegate decision making to frontline employees, to respond swiftly to
unexpected opportunities and challenges in their environment. But the
insularity and rigidity of the structured approach to innovation limits the
extent to which CEOs can use more decentralized approaches that rely
on empowered employees to cope with changes effectively and quickly.

Breakneck Globalization The rapid rise of emerging markets like
India and China magnifies the impact of scarcity, diversity, intercon-
nectivity, and accelerating change. For instance, the Chinese middle
class, already three hundred million strong, is expected to double over
the next decade. More consumers worldwide entails a greater strain
on existing resources and hence a dwindling of resources available to
Western firms. For example, India and China together are expected
to contribute to over 50 percent of the increase in global energy demand
between 2010 and 2035.46 In 2035, China will be consuming nearly 70
percent more energy than the United States. Meanwhile, by 2020 one
global worker in four will be Indian. Accenture, a U.S. management
consulting firm, already employs more than sixty thousand workers in
India, making this its largest workforce in the world. A more global
workforce means both more competition for firms that operate pri-
marily in Western markets and a more diverse workforce at Western
multinationals expanding into emerging markets. More competition
from emerging market firms will place greater pressure on Western
firms to innovate, especially for emerging market consumers (who are
likely to be more frugal). And more diversity in the workforce will drive
Western firms to be more flexible in their organizational structures and
processes to accommodate diverse values, cultures, and expectations.
The structured approach to innovation isn’t well suited to dealing with
these pressures of globalization. Its expensive, even profligate, nature
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limits its ability to deal with increasing scarcity. And its rigidity and
insularity limit its ability to deal with diversity and velocity, on the one
hand, and to fully exploit the potential of interconnectivity, on the other.

Deep scarcity, major demographic shifts, rapid technological
change, and accelerating globalization are creating the most complex
business environment since the Industrial Revolution. In this context,
the old models of innovating are breaking down. As we mention
earlier, fewer than half of the 1,500 global CEOs surveyed in the IBM
poll believe that their firms are prepared to respond creatively—and
effectively—to this escalating complexity.

The Western innovation engine has become too rigid, insular, and
bloated to remain effective. It consumes a lot of resources and makes
a lot of noise, but—for many companies—it produces little of much
significance. If this condition of dysfunction continues much longer,
there is a risk that it will cripple the West even as it emerges from tough
economic times and seeks to grow.

It is clear that the West must build a new innovation engine that
allows it to innovate faster, better, and cheaper. To do so, Western firms
must find new sources of inspiration. Emerging markets are a great
place to start.

SEARCHING FOR THE HOLY GRAIL
OF INNOVATION

When we began our research in 2008, we predicted that the so-called
BRICs—Brazil, Russia, India, and China—might be a good place to
look for a new approach to innovation.47 We had each come to this
realization in our respective professions—academia, consulting, and
media—and this interest brought us together in the shared quest that
has culminated in this book.

In early 2008, Simone began extensive background research and
ethnographic work for a documentary film series exploring innovation
in India. During her work she came across Navi, then an analyst at
Forrester Research, and asked him to act as an innovation consultant
to the film series. Navi had written extensively about—and consulted
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on—innovation in both Western and emerging markets. In late 2008,
Navi decided to focus all his attention on emerging markets and joined
Jaideep at the University of Cambridge’s Judge Business School to set
up the Centre for India & Global Business. Jaideep, after spending most
of his academic career studying innovation in the West, had also begun
to turn his attention to the increasingly important role of emerging
markets in the global innovation ecosystem.

When we began our quest, the emerging economies had grown in
the previous decade from one-sixth to a quarter of the world economy.
Even in 2008, at the height of the global recession, India and China
were growing at 7 percent and 9 percent, respectively. Goldman Sachs,
among others, had predicted that these nations would continue to grow
between 3 percent and 5 percent per year until 2050, dominating the
world economy for the next forty years.48

The BRIC economies’ vastness (both geographically and demo-
graphically), their diversity, and their pervasive scarcity of resources all
add up to a challenging state of affairs that would trouble even the most
seasoned business leaders. However, the very fact that the BRIC nations
have been grappling with complexity and instability for so long seems
to give them an edge and a kind of immunity in volatile and adverse cir-
cumstances. What is in the immune system of these emerging economies
that makes them so resilient? And what might business leaders in these
countries be able to teach their counterparts in the West?

To find the answers we studied the mindset and principles of innovators
who were driving growth in the BRICs. If Western leaders could acquire
a similar mindset and principles, then they could potentially develop the
same immunity to complexity—and quickly identify emerging business
opportunities in their own mature economies.

Among the BRICs, we chose to study India first because, after
China, it is the fastest-growing economy in world. Further, many—in-
cluding Goldman Sachs and Ernst & Young—predict that India not
only will economically outpace China soon but will continue to grow
faster than the other BRICs for several decades to come.49 Most
important, India is as complex as they come. The country faces scarcity
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on a grand scale across the board: from water, food, and energy (over five
hundred million Indians lack regular electricity) to access to education
and health care. Its chaotic democracy is characterized by a Kafkaesque
bureaucracy and mind-boggling diversity; its population of 1.2 billion is
expanding at 1.3 percent a year.50 Despite all the chaos and complexity,
the Indian economy is growing strongly in challenging economic times.
If Indians have managed to grow ‘‘in spite of complexity,’’ then there
must be something there worth learning from.

On our many trips to India we met dozens of grassroots entre-
preneurs and visited over a hundred enterprises, large and small. What
we saw amazed us. The country is bursting with ingeniously simple
yet effective innovations. After more than three years of extensive field
research, searching for the holy grail of innovation all over the country,
we came to a realization: all the thrifty innovators we encountered
shared a unique mindset—the jugaad mindset.

Expanding our research to other countries, we found that the
entrepreneurial spirit of jugaad, far from being a purely Indian thing,
is really universal. Other emerging markets, from Latin America to
Africa to Eastern Europe to Asia, have their own versions of jugaad.
(In our companion website, JugaadInnovation.com, we showcase several
of these jugaad innovators.) Because these emerging economies share
the same adverse conditions that drive jugaad in India, they also excel
at this improvisational and frugal art of responding to complexity. What
then are the shared, underlying principles of this jugaad mindset?

THE SIX PRINCIPLES OF JUGAAD—AND THEIR
BENEFITS TO THE WEST

We found that jugaad can be distilled into six guiding principles, which
anchor the six practices of highly effective innovators in complex settings
like emerging economies. The six principles are:

• Seek opportunity in adversity.
• Do more with less.
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• Think and act flexibly.
• Keep it simple.
• Include the margin.
• Follow your heart.

Collectively, these six principles of jugaad help drive resilience,
frugality, adaptability, simplicity, inclusivity, empathy, and passion, all
of which are essential to compete and win in a complex world. Adopting
these principles could also help Western firms innovate and grow in a
highly volatile, hypercompetitive environment.

Seek Opportunity in Adversity Jugaad entrepreneurs perceive
harsh constraints as an invitation to innovate. Modern-day alchemists,
they transform adversity into an opportunity to bring value to them-
selves and their communities. For instance, Kanak Das, who lives
in a remote village in northeast India, grew tired of riding his bicy-
cle on roads full of potholes and bumps. Rather than complain, he
turned this constraint to his advantage by retrofitting his bicycle with
a makeshift device that converts the shocks it receives into acceleration
energy—allowing his bicycle to run faster on bumpy roads. Similarly,
Enrique Gómez Junco, a Mexican engineer turned jugaad entrepreneur
who founded Optima Energı́a, was unfazed by the skepticism he faced
when he first attempted to convince risk-averse companies to buy his
sustainable energy solutions. Instead, this adversity motivated him to
adapt his business model and come up with a compelling new value
proposition—that is, customers can buy his energy savings solutions
with no up-front payments—which enabled him to convert those ini-
tially skeptical companies into loyal customers. (You will learn how
Junco reframed adversity to achieve a breakthrough in Chapter Two.)

This ability to reframe adversity as a source of innovation and
growth is vital for any organization to survive and thrive. And as
we discovered, some of these alchemists also work for large Western
corporations such as 3M. For example, in Chapter Two we show how
3M is capturing big growth opportunities in an extremely adversarial
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business environment by rekindling and unleashing the jugaad spirit of
all its employees.

Do More with Less Jugaad innovators are highly resourceful in
the face of scarcity. Unlike many Silicon Valley entrepreneurs, raising
capital is the least of their worries. The practitioners of jugaad work
with what they’ve got. Doing more with less is in striking contrast to
the ‘‘bigger is better’’ R&D approach used in the West—an approach
that has been unsuccessful in making basic services like education and
health care affordable to more people. Indeed, this frugal principle can
help firms in both emerging and developed economies optimize the use
of scarce financial and natural resources while delivering high value to
a greater number of customers.

In Chapter Three you will meet two jugaad entrepreneurs—Gustavo
Grobocopatel of Los Grobo (Argentina) and Sunil Mittal of Bharti Airtel
(India)—who have developed frugal business models to cost-effectively
deliver agricultural and telecom services, respectively, to the masses.
Similarly, you will learn how PepsiCo is reinventing its business model
as an affordable and sustainable provider of nutritious foods and
beverages—in a proactive response to both the growing consumer
demand for healthy food and the scarcity of natural resources like water.

Think and Act Flexibly Jugaad is the antithesis of structured
approaches such as Six Sigma. Jugaad entrepreneurs’ flexible mindset
constantly questions the status quo, keeps all options open, and trans-
forms existing products, services, and business models. Unconstrained
by structured processes, jugaad innovators can quickly respond to unex-
pected changes in their environment. Jugaad innovators don’t just think
outside the box: they create whole new boxes. Their nonlinear think-
ing often yields breakthrough ideas that turn conventional wisdom on
its head and help to shape entire new markets and industries. As we
explain in Chapter Four, that’s the case with Ratan Tata, chairman of
the Tata Group, who foresaw a big market for extremely affordable cars
and went on to successfully launch the $2,000 Nano in 2009—proving
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wrong those skeptics who had belittled his vision as a pipe dream. When
the original plans failed to deliver sales, leaders at Tata Motors (the
automotive unit of Tata Group) had to think on their feet and improvise
new manufacturing, distribution, and marketing strategies for the Nano.

Jugaad innovators also act flexibly. In Chapter Four we describe
how Zhang Ruimin, the entrepreneurial CEO of Haier, a fast-growing
Chinese appliance manufacturer, has made Haier’s organizational
structures flat, thus empowering frontline employees to swiftly sense and
respond to changes in customer demand and innovate faster, better,
and cheaper than rivals. Closer to home, we explain how the New York
Times Company is exhibiting flexible thinking by proactively embracing
social media and mobile technologies, rather than being disrupted
by them.

Keep It Simple Jugaad isn’t about seeking sophistication or perfec-
tion by overengineering products, but rather about developing a ‘‘good
enough’’ solution that gets the job done. Creative simplicity is jugaad’s
key principle. Western firms that are engaged in an ‘‘arms race’’ to
out-innovate each other by cramming more technology and features
into their products and services should make simplicity a key tenet of
their innovation projects—just as entrepreneurs in emerging markets do.
For instance, the open-source software company Ushahidi has devel-
oped an elegantly simple solution—the Ushahidi Platform—that relies
on mobile SMS (text messaging) to coordinate bottom-up responses to
cataclysmic events such as hurricanes, earthquakes, or epidemic out-
breaks. The Ushahidi Platform was pioneered in Africa and is now
being widely deployed worldwide—including in the United States—as
a simple yet highly effective crisis management tool. In Chapter Five
you will discover how large Western companies such as GM, Philips,
and Siemens, as well as next-generation companies such as Google and
Facebook, are using simplicity to ensure that their solutions are accessible
and easy-to-use by a large number of users.

Include the Margin Western firms typically vie to serve mainstream
customers; in contrast, jugaad entrepreneurs intentionally seek out
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marginal, underserved customers and pull them into the mainstream.
Such entrepreneurs conjure up radically affordable solutions to meet
the needs of these underserved markets. Their inclusive business models
engage low-income and nontraditional communities, not as passive
consumers but as active value cocreators. For instance, Dr. Liu Jiren,
chairman and CEO of Neusoft, China’s largest IT solution and service
provider, is concerned about the health of eight hundred million
Chinese living in rural areas who, says Dr. Liu, are going to ‘‘get older
and sicker before they get wealthier.’’51 Dr. Liu’s genuine concern for
China’s marginal segments led him to develop inclusive technology
solutions—such as telemedicine applications—that deliver affordable
health care to millions of rural Chinese.

Similarly, Abhi Naha has founded Zone V, a company that seeks to
empower the 284 million blind and partially sighted people worldwide
by providing them with cellphones specially designed to meet their
particular needs. Naha’s aspiration is to build a world in which ‘‘lack
of sight doesn’t mean lack of vision.’’52 In Chapter Six we explain why
and how Procter & Gamble is fundamentally shifting its business model
to serve the ‘‘un-served and under-served consumers’’—marginal
segments that increasingly include middle-class consumers in the
United States whose purchasing power is being squeezed by the lack
of growth in their income over the last decade.

Follow Your Heart Jugaad innovators do not rely on focus groups
or formal market research to decide what products to make—nor do
they worry about how investors will react to their new product strate-
gies. They know their customers and their products intimately—and
ultimately, they trust and follow their hearts. Specifically, jugaad
entrepreneurs employ intuition, empathy, and passion—qualities that
are increasingly just as important as analytical thinking in navigating
a global environment that is ever more diverse, interconnected, and
unpredictable. For instance, Kishore Biyani—founder of Big Bazaar,
one of India’s largest and most successful retail chains—did not use
management consultants to validate his idea of launching retail stores
that look, feel, and even smell like chaotic street bazaars. When he
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launched his new store format, he trusted his intuition—fired by his
empathy for Indian consumers—more than any analysis. By intuitively
sensing the latent needs of consumers in a high-aspiration society like
India, Biyani conjured up an innovative retail model that is hard for
rivals to replicate.

Similarly, Steve Jobs was the prototypical jugaad innovator in the
West. He always heeded his intuition rather than relying on ana-
lytical thinking to innovate and grow. The result, as we explain in
Chapter Seven, was a series of disruptive inventions such as the iPad,
a product that consumers, analysts, and media initially were convinced
had no market.

The heart is also the seat of passion. Jugaad entrepreneurs such as
Diane Geng and Sara Lam, cofounders of the Rural China Education
Foundation (RCEF), are motivated not by money or an ‘‘I want to
go IPO and become a millionaire’’ mentality. Rather, as we detail in
Chapter Seven, Geng and Lam were driven by a deep passion to make
a difference in their communities. It was this passion that led them to
develop a radically new approach to providing rural youth in China
with a quality education. Also, a growing number of Western firms
now recognize that the best way to motivate—and retain—knowledge
workers is not by giving them bonuses, but by giving them the freedom
to pursue projects that they are passionate about. In Chapter Seven
we describe how frog, a global design and innovation consultancy,
launched an initiative called Centers of Passion that lets its creative
workers worldwide initiate or join projects in which they find a deep
sense of meaning and purpose—well beyond sheer intellectual or even
emotional satisfaction.

JUGAAD: A COMPLEMENT TO STRUCTURED
INNOVATION

As Western firms strive for continued growth, they have much to gain
from adopting and practicing these six principles of jugaad—seeking
opportunity in adversity, doing more with less, thinking and acting
flexibly, keeping it simple, including the margin, and following the
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heart. For too long, the Western model of innovation has been like an

orchestra: top-down, rigid, and driven by upper-level employees. This

model works well in a stable world of plentiful resources. But given

the complex and unpredictable business environment that Western

companies are about to face in the coming years, they need an alternative

approach, one more akin to a jazz band: bottom-up, improvisational,

fluid, and collaborative while working within a framework of deep

knowledge. Jugaad represents that alternative.

It’s important to note, however, that jugaad isn’t relevant for all

situations and contexts. In particular, jugaad shouldn’t replace Western

companies’ existing structured approach to innovation; rather, jugaad

should complement it. In this book, we argue that jugaad is an important

tool that Western companies can add to their existing innovation toolkit.

We explore each of the underlying principles of jugaad and show how

they can fortify a structured approach to innovation and achieve growth

by adding frugality and agility.

In particular, in Chapter Eight we discuss the advantages and

limits of jugaad innovation, and the specific contexts in which jugaad

is particularly effective (that is, complex and volatile environments).

We describe how Western companies can mesh the agile and resilient

spirit of jugaad with the more structured approach to innovation. For

leaders of Western companies entrenched in a structured approach to

innovation, the idea of adopting jugaad can seem daunting. We make

that adoption process easier by helping corporate leaders prioritize the

specific jugaad principles they need to adopt most urgently. We do this

by matching the benefits of each of the six principles with the needs and

context of organizations.

To illustrate how Western firms can accelerate their adoption

of jugaad, we describe how a large western multinational—GE—is

attempting to integrate a jugaad approach into its structured innovation

approach steeped in Six Sigma practice. In sum, we show that jugaad

can enrich the innovation toolkit of Western firms so they can effectively

grow and succeed in a world of complexity and scarcity.
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In our companion website (JugaadInnovation.com) you will find
additional tools and roadmaps for prioritizing—and accelerating—the
adoption of jugaad principles in your own organization.

A GROUNDSWELL JUGAAD MOVEMENT IS
GROWING IN THE WEST

Over the last three years we have drawn on our business experience,
academic training, and multimedia expertise to document and under-
stand how emerging market innovators—from grassroots entrepreneurs
such as Mansukh Prajapati to pioneering CEOs like Ratan Tata—think
and act. We have written extensively about these innovators—and their
jugaad principles—in our blog on the Harvard Business Review website.
We have featured them in the PBS documentary film series Indique: Big

Ideas from Emerging India.53 Finally, we have drawn on the principles of
jugaad to help organizations around the world implement them in order
to innovate better, faster, and cheaper. The response to these efforts
from readers, corporations, viewers, and clients around the world has
been overwhelming.

Western leaders—inured to a world of relative abundance and used
to operating for so long in a relatively predictable environment—have
the most to learn from jugaad. We have consulted with Western compa-
nies that have begun to implement the principles of jugaad—companies
that enjoy a culture that promotes openness and adaptability and that
have harnessed the creativity of employees, customers, and partners
alike. These companies have found that jugaad has given them the
agility needed to sense and respond to rapid shifts in the highly
volatile environments in which they operate—and deliver more value
to customers at less cost.

Although it’s been a long time since the previous, nineteenth-century
era of jugaad in the West, we may now be coming full circle, as some
firms begin to appreciate and adopt its principles again. In the coming
chapters, we will illustrate how forward-thinking Western companies
across diverse sectors—such as 3M, Apple, Best Buy, Facebook, GE,
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Google, IBM, PepsiCo, Procter & Gamble, Renault-Nissan, and Wal-
Mart—have already adopted the principles of jugaad, to their great
advantage. These vanguard companies are combining the frugal and
resilient spirit of jugaad with more structured traditional approaches to
innovation to generate breakthrough growth.

But corporate leaders are not the only ones rediscovering the spirit
of jugaad in the West. In Chapter Nine, we describe how a groundswell
movement—led by creative citizens, forward-thinking entrepreneurs,
venture capitalists, and non-profit organizations—is gaining momentum
across Western societies. And increasingly, governments and univer-
sities are supporting such a jugaad ecosystem as well. For instance, the
White House Office of Social Innovation and Civic Participation, set up
by President Obama in early 2009, is enabling grassroots entrepreneurs
across America to devise bottom-up solutions to address pressing socio-
economic issues in their local communities. Similarly, Stanford
University’s Entrepreneurial Design for Extreme Affordability program
is training future engineers and business leaders in how to develop
high-quality products at low cost—such as an infant warmer that costs
less than 2 percent of the cost of a traditional incubator—for use in both
emerging markets and the United States. This emerging ecosystem not
only creates an environment for jugaad innovators to thrive in but also
helps Western firms in their own efforts to adopt jugaad. By joining
this external groundswell movement, Western firms can accelerate their
internal adoption of jugaad—and profit handsomely from it.

In the rest of this book, we present a vision of how whole swaths
of Western economies—from education and healthcare to energy and
manufacturing to retail and financial services—can be rejuvenated by
embracing jugaad. At the heart of that vision, however, lie those six
fundamental principles of jugaad innovation. We turn to an exploration
of each of these principles in the following chapters.
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CHAPTER T W O

PRINCIPLE ONE
Seek Opportunity in Adversity

It has done me good to be somewhat parched by the heat and drenched

by the rain of life.

— HENRY WADSWORTH LONGFELLOW

In the late 1980s, Tulsi Tanti moved to Surat, in the Indian state
of Gujarat, to set up a textile unit. Like other entrepreneurs in India,

Tanti found himself faced with infrastructural bottlenecks. The biggest
of these was the power supply. Expensive and unpredictable, power
proved a major barrier to growth. His profit margins were only around
5 percent, while energy accounted for a staggering 40 to 50 percent of
total operating costs.

Instead of giving in to this problem, Tanti focused on finding a
solution to it. He began to experiment with various types of boilers.
He looked at different kinds of power generators. He tried out different
combinations of boilers and generators. And then he realized that all
these were, in one way or another, dependent on fuel, gas, or oil. So
he thought, ‘‘Why not find a solution that doesn’t require fuel?’’ This
launched him on a search for an alternative source of power that was
both reliable and sustainable.

In 1990, he invested in two wind turbines to supply electricity to his
textile unit. It soon became clear that this was the solution he had been
looking for. Now he had a power supply that was literally harnessed
from thin air. After the initial investment in the turbines was recovered,
his operating costs would be low and predictable. The ‘‘fuel’’ came at
no cost. And there was plenty of it.

29
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With time, Tanti began to see the wider implications of his solution.
Wind had the potential to power more than just Indian textile factories. It
could meet the global demand for a steady supply of affordable energy:
44 percent of 1.2 billion Indians live outside the electricity grid, and
worldwide more than 1,400 million people lack access to electricity.1

Tanti saw this huge challenge as a vast untapped opportunity. So he set
out to capture this opportunity by creating Suzlon Energy in 1995.

‘‘As an entrepreneur,’’ says Tanti, ‘‘I firmly believe that at the heart
of every challenge lies an opportunity. Entrepreneurs are a league of
people who are able to turn obstacles into profitable solutions.’’2 This
statement pretty much captures the essence of the resilient mindset that
drives jugaad innovation.

Today Suzlon is the world’s fifth largest wind energy solution
provider. The company employs more than thirteen thousand people
and provides a full spectrum of wind power solutions in over thirty
countries on six continents. In the space of two decades, Tanti has gone
from being dependent on an erratic and expensive supply of energy
to creating—through innovation—a plentiful supply of it for millions
worldwide.

Reflecting on this astounding growth, Tanti says: ‘‘The journey
called Suzlon, embarked upon sixteen years ago, was my solution to an
obstacle. The beginnings were humble, and the odds were against me,
but my dreams were big. And when dreams are pursued with conviction
and fortitude, they not only become a reality, they are a force that guides
you and shapes your life and those of the people around you.’’

Jugaad innovators like Tulsi Tanti are adept at taking on the
arduous challenges that emerging markets pose and reframing them as
opportunities to learn, innovate, and grow. These innovators respond
to even the most adverse circumstances by demonstrating resilience,
ingenuity, and an aptitude for risk. Seeking opportunity in adversity
is often the first and most critical of the six principles that jugaad
innovators have to apply. After all, jugaad innovators face adversity
from the very beginning of their innovation journeys; if they are unable
to apply the principle of seeking opportunity in adversity at the outset,
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they will be unlikely to move on to discover and apply the other five
principles of jugaad.

A resilient jugaad mindset can also enable Western executives to
systematically turn adversity into an opportunity for innovation and
growth. In this chapter, we show how Western organizations can
unlearn practices that worked in a bygone era of relative predictability
and find new ways to succeed in a future of adversity and constant
change. But first we explore why and how jugaad entrepreneurs seek
opportunity in adversity.

A HARSH ENVIRONMENT NURTURES RESILIENCE

Entrepreneurs and managers in emerging economies face adversity at
every turn. Take India as a case in point. Even starting a business there
is a daunting task. Doing so takes an average of 165 days (compared
to 9 in the United States). Securing the necessary licenses to construct
a simple warehouse is complex, time consuming, and costly, involving
34 procedures over 227 days and costing 1,631 percent of the country’s
per-capita income.3 Running a business is even harder. Property rights
are often unclear or hard to ascertain, so acquiring land is fraught
with difficulties. Labor laws are restrictive or complex or both, and can
be a minefield to navigate. Due to India’s federal structure, there are
currently 47 national laws and 157 state regulations that directly affect
India’s labor market.4 Hiring and firing of workers presents its own
challenges. New taxes may be instituted and applied at any time.

On top of all this bureaucracy, political upheavals are a fact of life. A
local government with a policy favoring business may fall overnight and
be replaced by another that favors agriculture over industry. Land that
was granted to a company to set up a factory may be confiscated and
returned to the original owners or fall under litigation. Court cases are
expensive and drag on for years, often with no clear resolution in sight.

But perhaps there is no greater challenge to starting a business in
India than its poor infrastructure. Jugaad entrepreneurs in India—as
in other emerging markets like China, Africa, and Brazil—do not have
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access to many of the basic things that are taken for granted in the
West. Roads can be poor, heavily congested, or nonexistent (40 percent
of India’s villages do not have access to all-weather roads).5 Education
and training systems are patchy, so skilled personnel are hard to come
by. Health care services are scant, and workers who get sick may stay
out of work for long periods.6

Emerging markets like India also face acute shortages of resources:
natural, human, and financial. It can be hard to raise capital. Banks are
typically conservative, and venture capital and angel investor networks
are underdeveloped. As a result, jugaad innovators cannot afford to
invest in capital-intensive equipment. Jugaad innovators also typically
serve a market that is economically deprived: 80 percent of Indians live
on less than $2 a day; 26 percent of Brazilians live below the poverty line;
230 million African households are unbanked—that is, they do not have a
bank account; and nearly 40 percent of rural Chinese can’t afford basic
medical treatment.7, 8, 9 (The extent of scarcity in emerging markets is
so dire that how innovators respond to it constitutes the second principle
of jugaad—do more with less—which we discuss in Chapter Three.)

Trying to operate in such a harsh environment could drain the
energies of even the toughest business person. Yet jugaad innovators
are unfazed by the reality that surrounds them. Indeed, it is this very
harshness that gives them their particularly resilient mindset. Extreme
external circumstances seem to heighten their internal resolve to succeed.
As with Tulsi Tanti, rather than becoming passive victims of current
circumstances, jugaad innovators are driven to take charge of events
and steer them in a direction of their own choosing. For them, adversity
exists largely in the mind.

Dr. Thomas Müller, a psychologist who specializes in crisis man-
agement, observes that in a crisis some people simply attempt to go
back to how things were before. In the process, they make compromises
for the sake of security. Others, however, withstand the pressure and
ask themselves, ‘‘If I go one step further, what’s the opportunity to
be exploited?’’10 Jugaad entrepreneurs belong to this second category.
When confronted with adversity, they don’t retrench but embrace the
difficulties and learn from the experience.
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Armed with resilience, perseverance, and a willingness to learn,
jugaad innovators strive to respond to the harsh world they face and
find opportunities for growth and expansion in it. In doing so, they are
able to create a better world, not just for themselves but also for their
communities.

REFRAMING THE HALF-EMPTY GLASS
AS HALF FULL

Jugaad innovators find opportunity in adversity in three ways: reframing
challenges as opportunities for growth, making constraints work for
them, and constantly adapting to a changing environment by improvis-
ing solutions to challenges they face along the way. In this section, we
examine each of these strategies and look at specific examples of each.

The first and perhaps most important strategy of jugaad innovators is
reframing—that is, changing the lens through which they perceive the situation they face.
Jugaad innovators perceive and interpret the world differently from the
rest of us.11 Their ability to reframe means they are likely to see the glass
half full even when everyone else sees it as half empty. Indeed, one may
think of jugaad innovators as modern-day alchemists who mentally trans-
form adversity into opportunity.

An example of such an alchemist is O.P. Bhatt, former chairman
of the State Bank of India (SBI), India’s largest and oldest bank, with
more than two hundred thousand employees and twenty thousand
branches across India. O.P. Bhatt was appointed its chairman in 2006.
A lifelong banker, he was deeply aware of the immense creative potential
of SBI’s large employee base and was eager to find ways to unleash it. But
he also knew that his hands were tied in many ways. The SBI is partially
owned by the Government of India, which in turn is run by risk-averse
bureaucrats who vet every hiring and firing decision. (In fact, it’s virtually
impossible to fire anyone once he or she gets a job in a government-
owned Indian enterprise.) As Dr. Prasad Kaipa, a CEO coach who has
advised Bhatt, points out: ‘‘It was clear to Bhatt from the start that he
could neither ‘get the right people on the bus nor get the wrong people
off the bus.’ It was also obvious to him that he lacked the resources
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to financially motivate his managers to take risks and drive innovative
projects (Bhatt himself was paid less than US$1,000 a month).’’12

These challenges, though significant, did not faze Bhatt. Instead, he
used a jugaad approach to ignite the genius within SBI. First, he drew
on his superior communication skills to rekindle his employees’ feelings
of pride about SBI, a bank with a distinguished two-hundred-year-old
history. Then, through an in-house training program called Parivarthan
(Sanskrit for ‘‘transformation’’), he instilled a new sense of commitment
into SBI staff across all levels and departments. In time, the program
began to bear fruit: SBI employees felt more empowered, demonstrated
greater creativity, and took customer service to new heights. Across
the country, employees began to devise bold and ingenious solutions to
problems they had always faced but had never felt the desire or had the
support to address. For example, in the city of Hyderabad, within five
months Mr. Sivakumar, the local head of SBI operations, launched an
SMS-based customer complaint unit of four people to deal with seven
thousand complaints—thus building a loyal customer base receptive to
the bank’s future marketing and promotional initiatives.13

By reframing a seemingly adverse situation as an opportunity, Bhatt
unleashed the creative genius in his employees. And the payoff was huge.
In four years, SBI increased its market share from 16.5 percent to 19 per-
cent, doubling its stock price and boosting customer satisfaction—and
all this in a mature and highly competitive market. In this period SBI
also won many international awards for its stellar performance.

As Bhatt’s story shows, jugaad innovators don’t find opportunity
in spite of adversity; for them, adversity often is the opportunity. They
perceive constraints not as a debilitating deterrent but as a creative
stimulus. Indeed, their creative juices begin to flow when they are con-
fronted with a seemingly insurmountable challenge.

The second way jugaad innovators find opportunity in adversity is
by making constraints work for them rather than against them. In Chapter One we
introduced Kanak Das, a jugaad innovator who hails from Morigaon, a
village in the northeast Indian state of Assam. Like many Indians, Das
rides a bicycle to work. And, as in many parts of India, the roads he



Radjou c02.tex V2 - 02/16/2012 10:57 P.M. Page 35

Principle One: Seek Opportunity in Adversity 35

travels on are full of potholes and bumps. These not only gave him
back problems but also slowed him down considerably. Das knew there
was little or nothing he could do to improve the quality of these roads.
So instead he posed a quintessentially jugaad question: ‘‘What if I can
actually find a way to make my bike run faster on these cratered roads?’’
That question inspired him to retrofit his bicycle so that every time
the front wheel hits a bump, a shock absorber compresses and releases
energy to the rear wheel. By converting the energy in the shock absorber
into a propulsive force, his bicycle can run faster on bumpy roads.

‘‘Making the bumps work for you’’ is how Professor Anil Gupta
of the Indian Institute of Management in Ahmedabad refers to Das’s
ingenious solution. Gupta is a passionate advocate of grassroots inno-
vations in India. He notes, ‘‘You have hybrid cars today that generate
energy from brakes, but not from shock absorbers: it is a whole new
concept that Kanak Das has pioneered.’’14 The National Innovation
Foundation, where Gupta serves as executive vice-chairperson, has
helped patent Das’s invention. Who knows where this might lead? In
the not-too-distant future, cyclists all over the world may benefit from
Kanak Das’s jugaad innovation. Already, engineering students at MIT
are using Das’s invention as inspiration for how to convert the energy
generated by shock absorbers in automobiles into acceleration.15

The third way that jugaad innovators seek opportunity in adversity
is by being quick to act in response to the opportunities they see. Not only did Kanak
Das and O.P. Bhatt think differently in response to adversity, but they also
acted quickly to adapt their models and strategies to the challenges in their
environments. Jugaad innovators aren’t attached to old business models
and will let go of past successes if conditions require this. This ability
to constantly adapt and reinvent themselves—with a crystal clear focus
on the future—is key to jugaad innovators’ long-term survival.

An example of such adaptability is Enrique Gómez Junco, a
Mexican engineer turned jugaad entrepreneur.16 In the late 1980s,
Junco was driven by a vision to create a sustainable energy business.
In 1988 he set up a company called Celsol to sell thermosolar panels
to Mexican businesses, especially hotels. But he found it hard to crack
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this market: it was highly regulated, subsidized, and dominated by
monopolies, and he had trouble finding capital to finance Celsol. Rather
than give up on his vision, Junco shut down Celsol and launched a new
venture—Optima Energı́a—in 2000. Optima’s initial plan was to sell
energy technologies to building owners and facility managers to help
them use electricity more efficiently and save on energy costs. These
energy-saving technologies would also provide an environmental
benefit, as commercial buildings account for 7 percent of man-made
carbon dioxide emissions worldwide. But again he failed. Optima’s
value proposition didn’t impress facility managers much, because it
required them to make a large up-front investment that would not yield
significant returns in the short term.

This new setback shifted Junco’s perspective once again. He realized
that as an engineer he had fallen in love with technology for its own sake,
and in the process had forgotten about his customers. His customers, he
realized, didn’t care how good his technology was: what they wanted
was to save money. Immediately he knew that he had to shift his
positioning again: from being a high-risk, niche technology vendor to
being a low-risk, end-to-end business solution provider.

Armed with this insight, in 2004 Junco went back to the drawing
board and reinvented his company’s value proposition. Rather than
merely selling a technology, Optima began offering an integrated solu-
tion to risk-averse commercial building operators. Specifically, Optima
would sign a performance-based contract with a client to implement
an energy efficiency project that could potentially save the client up to
50 percent in energy costs. The client would not have to invest a dime,
however. Instead, Optima would directly finance the installation of the
relevant technology in partnership with leading financial institutions,
including the World Bank’s International Finance Corporation.17 The
client would then use the initial savings in energy costs generated by
the project to pay back Optima’s capital investment over a ten-year
period. All additional savings would then be split between Optima and
the client. Optima has been especially successful in selling this value
proposition to major hotels—in particular, the energy-hungry resorts
located along the coastline of the Gulf of Mexico.
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After reinventing his business model twice, Junco finally realized his

vision of saving clients’ energy costs while protecting the environment.18

Since its founding, Optima has consulted with more than 120 different

clients and implemented its turnkey solutions in more than fifty facilities.

The firm has saved its customers $100 million, 16 million cubic meters

of water, 230 million kilowatts of electricity, 41 million liters of natural

gas, and 14 million liters of diesel. Junco is now planning to take

his integrated solution into other sectors—especially manufacturing

and public services (such as municipalities), where the market for

energy saving is an estimated $7 billion in Mexico alone.19 Optima

began its life as a clean technology provider but has evolved into a

successful financial services provider that happens to be in the energy

sector. Junco’s adaptability allowed him to overcome adversity. For

his unrelenting efforts to drive greener construction and provide clean

energy in Mexico, Junco was selected by the World Economic Forum

as one of the 100 Global Leaders for Tomorrow; he also received the

Wharton Infosys Business Transformation Award in 2006.20

Jugaad entrepreneurs like Junco approach innovation—indeed,

approach life in general—as a potentially never-ending experiment.

Trial and error is an important part of the process; individual failures

and successes are merely way stations on a longer journey. As such,

jugaad allows innovators like Junco to adapt, evolve, and continuously

reinvent their ideas over time.

To sum up: jugaad innovators are experts at reframing challenges

as opportunities, making constraints work for them, and adapting to

changing circumstances by improvising solutions along the way. Jugaad

innovators develop these strategies in response to the sometimes extreme

forms of adversity they face in the business environment in emerging

markets. But what relevance do these strategies have for Western firms,

given the very different nature of the business environment in developed

economies? We now explore how adversity is increasingly an important

factor in the Western business environment and the implications of this

for Western business leaders.
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BUCKLE UP, WESTERN FIRMS:
MAJOR ADVERSITY AHEAD

It would be easy to assume that jugaad innovators’ reframing of adversity
and adaptation to a constantly changing environment is not relevant to
innovators, entrepreneurs, and business people in the West. After all, the
West is prosperous. Western firms and their leaders don’t have to struggle
in a constantly turbulent political and economic environment or worry
about poor infrastructure and scarce resources. Compared to emerging
economies, the West is relatively stable. Or has been, until now. Omi-
nous signs indicate that the West is poised to experience a sustained
period of turbulence and painful change in the years to come. Let’s look
at the major sources of adversity that Western companies now face:

• A worsening macro-economic situation. The already anemic U.S. and
European economies may soon become comatose as demand fails
to pick up in spite of umpteen stimulus packages. The International
Monetary Fund (IMF) predicted that the U.S. economy will grow by
just 1.8 percent in 2012 and expects the Euro-zone economy to limp
along at 1.1 percent.21 This poor growth will place severe constraints
on the capital that companies will have access to in the years to come.
In general, the poor macro-economic climate will force Western firms,
large and small, to find new ways to put scarce capital to better use in
the coming decade.
• An avalanche of new regulations to come. In addition to health care
and financial services, other industries—from automotive to food to
energy—are likely to face a host of new regulations from legislators
in the years to come. For instance, the U.S. carmakers reluctantly
agreed to an Obama administration plan to push for stringent federal
fuel economy standards that would double efficiency targets to fifty-
four miles per gallon by 2025.22 These stringent regulations will place
further constraints on businesses—forcing them, in the coming decade,
to radically change their current practices and even their business
models to meet new regulatory requirements.
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• Tectonic shifts in demographics. European firms have to contend with a
rapidly aging workforce. For instance, Germany will lose five million
workers—or 12 percent of its total workforce—over the next fifteen
years due to retirement.23 And U.S. firms have to contend with the
growing diversity of their multigenerational, multi-ethnic workers and
consumers. This will put pressure on employee recruitment and reten-
tion and make it hard for Western firms to meet the diverse needs of a
heterogeneous customer base.
• The social computing revolution. The explosive growth of social media
networks such as Facebook and Twitter—which enable improvised and
informal grassroots interactions among hundreds of millions of users
worldwide—is challenging the corporate orthodoxy embodied in hierar-
chal communication, linear planning methods, and insular approaches
to innovation.
• The accelerating scarcity of natural resources. Natural resources such as
oil and water that have hitherto been cheap and plentiful in the
West will become scarcer in the years to come. According to a report
by Ceres, sectors such as agriculture, food and beverage, hi-tech,
and pharmaceuticals could be severely affected by water shortfalls.
For instance, a water-related shutdown at a semiconductor factory
operated by Intel or Texas Instruments could cost them $100–$200
million in missed revenues during a quarter. This grim outlook led
Nestlé chairman Peter Brabeck-Letmathe to comment: ‘‘I am convinced
that . . . we will run out of water long before we run out of fuel.’’ This
increasing scarcity will force companies to find sustainable methods to
generate more energy or food using less of these increasingly expensive
resources.24

• Unforgiving competition from emerging markets. Western firms are facing
stiff competition in North American and European markets from low-
cost rivals in emerging economies. For example, Chinese consumer
product companies HTC and Haier are giving Nokia and Whirlpool a
run for their money by introducing feature-rich cellphones and kitchen
appliances at low prices that greatly appeal to cost-conscious Western
consumers.
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All these challenges are generating constraints within the envi-
ronment in which Western firms operate. These constraints could
paralyze Western leaders and cripple their decision-making processes,
but they could also galvanize Western leaders into innovating for
growth. For the latter to be the case, Western leaders must learn to
reframe the adversity they face not as a debilitating challenge (or ‘‘risk,’’
as management consultants call it) but rather a unique opportunity to in-
novate and grow—just as Tulsi Tanti, O.P. Bhatt, and other jugaad
innovators have done.

But doing so is more challenging than it looks. Faced with harsh
challenges like those just mentioned, Western firms tend to gravitate
toward adopting one of four responses to adverse situations. They fail to
notice adversity or simply ignore it, they try to tackle it head-on, they
address it with old frames of reference, or they think too small or
incrementally in response to adversity. But all of these responses are
counterproductive in today’s business environment. Here’s why:

• Failing to notice—or ignoring—adversity until it’s too late. Western CEOs
often fail to read the writing on the wall, because of complacence,
inertia, or overconfidence. Gary Hamel, author of The Future of

Management, notes that many Western executives don’t pay sufficient
attention to the early warning signs of big shifts in demographics,
technology, and regulation—thus missing out on a great opportunity
to proactively innovate their business models to take advantage of these
shifts.25 Instead, corporate leaders generally react to problems only after
things have gotten out of control and their companies are up against
the wall. For instance, right after the September 11, 2001, terrorist
attacks, when the U.S. economy plunged into the red, U.S. carmakers
failed to recognize a structural shift in American consumers’ behaviors.
Consumers were looking not just for cheaper cars—which GM and
Ford offered with tons of rebates and 0-percent financing—but for
better cars that were fuel-efficient and eco-friendly. Consequently, U.S.
automakers failed to invest early in innovation to make energy-efficient
cars—losing out to forward-thinking German and Japanese rivals.
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• Tackling adversity head-on, rather than seeking to leverage it. When faced
with the possibility of harsh constraints, Western CEOs often attempt to
neutralize them rather than find a way to use them to their advantage.
For instance, when facing regulatory constraints, many CEOs choose to
oppose such constraints and lobby to have them repealed or delayed. We
see this with large pharmaceutical companies that face shrinking drug
development pipelines and a patent cliff, competition from emerging
markets’ generics manufacturers, and a U.S. government keen to reduce
health care costs. Many of these firms have chosen to lobby to keep their
business model intact, extend patents, and keep foreign competition out
rather than respond innovatively to these challenges—for instance, by
fundamentally rethinking and changing their business models.

• Addressing new problems with old frames of reference. Successful executives
often resemble generals fighting an earlier war. They fight new battles
using strategies that may have achieved victory in the past but are tooth-
less in the present changed conditions. For instance, consumer goods
companies continue to rely on traditional mass-marketing strategies like
TV advertising, even though it is clear that consumers want to engage
brands in a two-way dialogue using social media tools such as Facebook
and Twitter.26

• Thinking small when facing big challenges. According to Adam Richardson,
author of Innovation X and creative director at frog, a global design
and innovation consultancy, most executives play it safe when confronted
with extreme conditions.27 Thus, in response to hypercompetition or
rapid technological or market change, they are more likely to come up
with incremental innovations and ‘‘me too’’ products, rather than reach
for the big untapped ‘‘white spaces’’ in the market that are up for grabs.
For example, Borders recognized the Internet’s potential early on but
failed to take adequate advantage of it; its e-commerce initiatives were
tepid at best. In fact, when the Borders.com site was launched in 1998, it
allowed readers to only check the availability of books but not to actually
purchase them. Eventually Amazon established its dominance, and
Borders folded in 2011.
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Tempting as it may be to dismiss adversity as an emerging markets
problem alone, there is increasing evidence that adversity is moving
westward. But even if Western firms and leaders recognize this fact,
they may fail to deal with it effectively, for the reasons just discussed. If
Western firms and leaders want to avoid the pitfalls of these four coun-
terproductive responses to adversity—and wish to truly turn challenges
into opportunities—they would be wise to learn a thing or two from the
resilient mindset of jugaad innovators such as Tulsi Tanti, O.P. Bhatt,
Kanak Das, and Enrique Gómez Junco. We now turn to a discussion of
how they might do so.

LEARNING TO CAPITALIZE ON ADVERSITY

Western leaders can systematically turn adversity into an opportunity to
innovate and grow by adopting the resilient mindset of jugaad innovators
and their coping strategies.

Recognize That the Glass Is Always Half-Full Western leaders
can learn from jugaad innovators how to turn adversity on its head and
get it to work in their favor. The key to doing so is being able to reframe
challenges as opportunities and use constraints as a spur to innovate.
But one cannot reframe (that is, see that the glass is actually half-full)
while one operates in a state of fear. Fear only clouds one’s perspective
and inhibits one’s reactions. Rather, when facing crises and challenges,
leaders must cultivate a sense of equanimity and demonstrate what Justin
Menkes, author of Better Under Pressure, calls ‘‘realistic optimism.’’28

Menkes, who works for the executive search firm Spencer Stuart,
studied more than two hundred candidates for the CEO position and
interviewed over sixty current and retired CEOs in his research. He
found that a key attribute that enables leaders to achieve their potential
(and that of their organizations) is ‘‘realistic optimism’’; that is, the
ability to clearly recognize the risks that threaten survival and yet remain
confident that the company will prevail. In other words, at the first sight
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of a dark cloud, successful CEOs don’t pull out the umbrella but strive
instead to identify the silver lining around the cloud—just as jugaad
innovators do.

For instance, many Fortune 500 CEOs feel threatened by the explo-
sive growth of social media (as of this writing, over 250 million Tweets
are sent each day and Facebook has more than 800 million members),
especially after witnessing the damage done by Wikileaks. They fret
about how social media tools, when placed in the wrong hands, can
be used to spread false rumors, damage brands, and ruin corporate
and personal reputations within hours. In contrast, as early as the year
2000, well before Twitter and Facebook saw the light of day, Procter &
Gamble’s top management identified the tremendous potential of social
networking tools. They wholeheartedly embraced these tools as a new
social engagement platform on which to build and sustain a meaningful
dialogue with consumers in the digital economy of the twenty-first
century. In the past, when developing new products, Procter & Gamble’s
R&D teams used to rely on expensive, time-consuming focus groups and
physical prototyping to test their new ideas. Now they use social media
tools like Affinnova to test dozens of new product ideas with hundreds of
customers voting online on their favorite features. Thanks to this real-
time collaboration with customers, Procter & Gamble can swiftly weed
out unprofitable product ideas early on and dedicate R&D resources to
developing product concepts that customers like the most.29 Likewise,
Procter & Gamble has turned the viral marketing power of social
networks to its advantage—by converting satisfied customers into ‘‘word
of mouth marketers’’ of the firm’s brands in cyberspace. For example,
the company has built Vocalpoint—an online community of more
than six hundred thousand socially engaged mothers it can tap for
early feedback on new promotional campaigns before launching them
nationally—helping to get each marketing message right the very first
time. Vocalpoint members also generate positive buzz on social networks
for Procter & Gamble’s upcoming products.30 Thanks to this reframing
of social media and their business value, Procter & Gamble has not only
boosted customer loyalty but has also established new industry-leading
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practices in social engagement—well ahead of its rivals. The firm has
even packaged its social marketing skills to create Tremor, a software
service sold to other companies such as Kellogg, Sears, and MasterCard
seeking to harness the power of word-of-mouth marketing to boost their
own brands.31

Realize Extreme Conditions Are Fertile Soil for Extreme Inno-
vation Taking a cue from jugaad innovators, Western corporate
leaders should view extreme conditions—such as massive technology
shifts, draconian regulations, or competitive threats that come out of
the blue—as an opportunity to develop radical innovations that disrupt
industries and shape whole new markets. Marc Benioff, chairman and
CEO of salesforce.com, is one such Western innovator. In 1999, Benioff
founded salesforce.com in his San Francisco apartment with a bold
vision: he wanted to make the business software—which enterprises
use to manage their customer interactions—affordable and accessible
to more companies. He envisioned using the Internet as a platform to
deliver business software to corporations as a service, rather than as a
product—as it had been so far. The idea was that firms would subscribe
to software applications hosted by salesforce.com on a ‘‘pay-as-you-go’’
basis and access them using just a web browser rather than having them
installed on employees’ PCs—thus avoiding the expensive license fees
and maintenance costs charged by large software vendors like Oracle,
Siebel, and SAP.

Yet in 2001, just as salesforce.com was about to take off, the dot-
com bubble burst and the stock market plummeted. Large corporations
perceived Benioff as yet another dot-com entrepreneur peddling snake
oil and refused to buy into his vision of Software as a Service (SaaS).
Benioff and his startup were ridiculed by large competitors who ques-
tioned the security and scalability of the SaaS model. In April 2001, Tom
Siebel, CEO and founder of Siebel, a large business software vendor,
predicted that salesforce.com would be out of business by 2002.32

But Benioff persisted in the face of all this adversity. He saw a
silver lining in the dark economic cloud that engulfed corporate Amer-
ica in the early 2000s. He realized that his cost-conscious potential
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customers—small to large firms—were confronted with their own chal-
lenges. In particular: (1) they were struggling to extract more value
from their software investments without breaking the bank, and (2)
they wanted their existing software solutions to quickly adapt to rapidly
evolving business needs. Unfortunately, firms were stuck with soft-
ware applications that were too expensive to maintain and not flexible
enough—and they had trouble conceptualizing what an alternative
solution might be.

Sensing an opportunity, Benioff started evangelizing to potential
customers the merits of the SaaS model—rather than touting salesforce
.com’s capabilities. He passionately articulated the value of SaaS,
not only to frugal technology buyers but also to flexibility-seeking
C-level executives. For instance, he explained to corporate leaders
how—with the explosion of mobile devices—the SaaS model could
enable their employees to access their business applications anywhere,
anytime—something that could not be done with the traditional,
centralized software delivery model. Benioff also tirelessly promoted
the SaaS model to the press, analyst firms, and other influential tech
industry figures. Eventually, large businesses warmed to SaaS and
began to buy into Benioff’s vision—and into salesforce.com. Thanks to
Benioff’s persistent evangelizing of SaaS, a groundswell movement was
ignited in the tech sector. As more software developers recognized the
benefits of the SaaS model, they started building more solutions using
the model—spawning a whole new software ecosystem that made the
model self-sustainable.33

Salesforce.com was comfortably positioned to lead this SaaS
movement—and it did. Salesforce.com’s subscriber base grew by 1,500
percent in the following seven years, and it currently serves more
than 100,000 customers.34 Averaging an annual revenue growth of 36
percent in recent years, salesforce.com expects to reach a $3 billion
annual revenue run rate during its fiscal year 2013.35 Benioff has set
for salesforce.com a ‘‘$10 billion vision,’’ which he believes ‘‘consists of
customer success.’’36

The SaaS movement that Benioff initiated has since evolved and is
now known as ‘‘cloud computing’’ (an appropriate name, considering it
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was born out of Benioff’s ability to see a silver lining in every dark cloud).
The cloud computing market, which was worth $40 billion in 2010, is
predicted to balloon to $241 billion by 2020.37 All the major software
vendors who initially ridiculed salesforce.com’s business model have
since jumped onto the cloud computing bandwagon—and those who
didn’t have disappeared (salesforce.com’s archrival Siebel was bought
by Oracle in 2005).

Benioff believes that extreme conditions can generate ground-
breaking innovation: ‘‘salesforce.com is a living example of how resilient
entrepreneurs—and corporations—can transcend the extreme difficul-
ties they face and turn them into opportunities for success.’’38

Build Psychological Capital to Boost Confident Resilience
Leaders cannot build a resilient organization without a resilient work-
force. Fred Luthans, professor of organizational behavior at the
University of Nebraska-Lincoln, puts it this way: ‘‘The true value of
a company is no longer its tangible assets or even its technological
processes: it lies in its human capital and underlying psychologi-
cal capital—neither of which is open to imitation. Anyone can buy
technology or obtain money from financial markets; but we cannot
buy motivation, engagement, confidence, resiliency, hope, optimism.’’39

It’s not enough for business leaders to be optimistic, resilient, and
adaptable. They also need to empower employees at every level to think and act
like jugaad innovators—by embracing ambiguity, tolerating risks, and
being willing to learn from challenges rather than trying to wish them
away. Franck Riboud is one such leader, keen to boost his firm’s psycho-
logical capital. Riboud is the CEO of Danone—a French multinational
that is one of the world’s largest suppliers of dairy products and bottled
waters (its dairy products are branded as Dannon in the United States).
Riboud believes that his ninety-two-year-old company is confronted
with two major challenges: (1) consumers worldwide are clamoring
for healthy, nutritious food items that are affordable and sustainably
produced; and (2) the biggest business opportunities in coming decades
will come from emerging markets—such as Mexico, Indonesia, China,
Russia, and Brazil—where Danone needs to innovate, and adopt, new
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business models to effectively capture the exploding growth opportu-
nities. These two challenges are making the business environment in
which Danone operates highly complex, simultaneously creating more
constraints while opening new opportunities. As Riboud explains: ‘‘Our
future hinges on our ability to explore and invent new business models
and new types of business corporations.’’40

To navigate this complex environment, Riboud recognizes that
Danone needs a more adaptable workforce with a resilient mindset.
To succeed in a ‘‘multipolar’’ world characterized by multiple cen-
ters of growth, Riboud is gradually transforming Danone—a very
traditional French firm with most decision-making power and R&D
activity concentrated in Europe—into a polycentric organization with
a decentralized decision-making structure and a globally distributed
R&D network.41 Such a polycentric structure will empower front-
line managers worldwide—especially in fast-growing emerging markets
like China and Brazil—to address local challenges and opportuni-
ties by improvising robust solutions just as jugaad innovators do—all
the while sharing innovative ideas and best practices through peer-
to-peer knowledge networks.42, 43 Unlike other multinationals that
compel employees worldwide to do things the right way (using rigid and
highly standardized processes), Riboud is motivating its global work-
force to do the right thing (by embodying the companywide values of
openness, enthusiasm, and humanism).44 By decentralizing decision
making and R&D operations—all the while enabling collaboration and
knowledge sharing among regional units and maintaining high stan-
dards of social and environmental sustainability—Danone has been
able to increase its organizational flexibility and successfully expand in
emerging economies, which account for 60 percent of Danone’s future
growth.45

This, however, is only half the story. Riboud’s real objective in
creating a polycentric, multipolar organizational structure is to initiate
a veritable revolution of the mind within Danone’s leadership team. As
Western economies enter an age of scarcity and complexity, Riboud
wants to cultivate in his Western managers a whole new way of thinking
and acting under constraints—a resilient mindset that is prevalent in
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emerging markets like Brazil and China. In particular, Riboud wants
Danone’s senior managers in the West to innovate frugally and flexibly
under severe resource constraints—by learning from jugaad innovators
in emerging markets who know how to turn adversity into an opportunity
to innovate. Riboud explains: ‘‘Until recently we assumed that the rich-
est countries would be the main source of innovation. As I see it, it’s the
countries with strong growth that should inspire us.’’46 For instance,
building a micro dairy product factory in Bangladesh requires the same
amount of capital that one needs to buy a house in France—a fact that
inspired Danone’s Western leaders to adopt radically new solutions to
reduce operating costs in big traditional plants without compromising
quality. Riboud believes that by adopting a flexible mindset, Danone’s
Western leaders can not only reduce manufacturing costs but also
dramatically improve product design, marketing, and distribution across
the company.

In recent years, despite challenging market conditions, Danone has
posted financial results that have exceeded targets: with sales up nearly 7
percent in 2010, the firm is among the best performers in the food indus-
try worldwide. Riboud is convinced that Danone has found the right
business model to succeed in today’s complex global economy. More
important, Riboud believes that Danone’s unique culture, which empha-
sizes pragmatism, adaptability, and local decisions—what he calls being
‘‘quick on your feet’’—is a huge advantage in adverse circumstances.
Interestingly, one of the six big ‘‘emerging markets’’ that Danone is
targeting is . . . the United States. Unlike other Western CEOs who
complain about the moribund U.S. economy, Riboud sees huge oppor-
tunities for his yogurt products in the United States, where per-capita
yogurt consumption is still low compared to European markets.47

Approach Big Challenges with a Growth Mindset According
to Carol Dweck, professor of psychology at Stanford University, most
leaders operate with one of two mindsets: a fixed mindset or a growth
mindset. Leaders with a fixed mindset believe their qualities—and
others’—are carved in stone, compelling them to stick to tried and tested
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solutions to challenges. In contrast, leaders with a growth mindset believe
that their basic qualities can be nurtured and improved through efforts.
Jugaad innovators are endowed with a growth mindset: they confidently
focus on building the future, rather than clinging to the safety of the past.

We believe that as the business environment becomes increasingly
complex and adversarial, it is vital that corporate leaders cultivate
a growth mindset. This is critical because when leaders face adversity
with a fixed mindset, their minds are clouded by fear or pride, they
tend to innovate incrementally, and their efforts yield limited results.
A growth mindset instead helps leaders approach even big challenges
with optimism and curiosity—enabling them to generate breakthrough
innovation that delivers more sustainable results in the long term.
Specifically, those with a growth mindset are willing to let go of old
business models and embrace new ones to maintain long-term success.

IBM is one company that has been successful in cultivating a growth
mindset among its leaders. IBM celebrated its one hundredth anniver-
sary in June 2011. The company has survived two world wars, the Great
Depression, the 1970s oil crisis, the dot-com boom and bust, and even
the current global economic recession. Over the past century, the firm’s
leaders have used a growth mindset to proactively disrupt the company
many times over, completely reinventing its business model again and
again. Thus IBM has gone from selling tabulators to typewriters to
mainframes to networked PCs to software and services—effectively rid-
ing one technology wave after another.48 Compare this with HP, IBM’s
rival in Silicon Valley, whose leaders seem to have waited too long to
reinvent the firm’s seventy-year-old business model. With stock prices
plummeting and a leadership crisis under way, HP’s top management
seriously considered selling its PC business in late 2011 but finally
decided to retain it.49 The leadership of IBM has been more proactive;
in the early 2000s, they recognized that although the company had
invented the PC, its PC business was rapidly being commoditized by
the emerging Internet-based computing model. In 2004, IBM’s for-
mer CEO Sam Palmisano make the radical decision to sell its PC
business—freeing resources so the company could move up the tech
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industry value chain.50 Here is how Palmisano explains his decision:
‘‘In 1981 the PC was an innovation. Twenty years later it had lost
much of its differentiation. It was time to move on—to the future. This
enterprise (IBM) has always moved to the future. Continual forward
movement is, in fact, inherent in IBM’s value proposition, our business
model. The frontier of what is truly innovative keeps moving . . . and
that compels us not to sit still.’’51

Tap the Power of Networks to Tackle Big Market Threats
Rather than deal with adversity by relying exclusively on internal
resources, corporate leaders can benefit from working with customers,
partners, and even competitors to cocreate innovative solutions. Take
Pfizer: CEO Ian Read is breaking out of the Big Pharma R&D mold
and trying to think and act like a nimble jugaad innovator. Rather than
depending exclusively on internal R&D for innovation, under Reed’s
leadership, Pfizer is multiplying R&D alliances with external partners.
In some ways, Pfizer has no choice, as it faces a double whammy:
its drug development pipeline is drying up even as it faces growing
pressure in the United States and Europe to rein in skyrocketing health
care spending. Seeing the writing on the wall, Read cut 24 percent of
Pfizer’s own R&D spending—an act deemed sacrilegious by Wall Street
analysts—and is shifting the resulting savings into new partnerships with
academic labs and nimble biotech firms worldwide.52 For instance, the
firm recently struck a licensing deal with Biocon, the Indian bio-pharma
company, to market the latter’s diabetes treatment products in both
emerging and developed markets.53

To sum up: Western companies and their leaders can find oppor-
tunity in adversity in a number of ways, including

• Recognizing that the glass is always half-full
• Realizing extreme conditions are fertile soil for extreme innovation
• Building psychological capital to boost resilience
• Approaching big challenges with a growth mindset
• Tapping the power of networks to tackle big market threats
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Although many individual leaders and their companies have
employed one or more of these coping strategies, few firms and their
leaders have employed many—if not all—of these strategies consistently
over time. An exception is 3M; under several legendary leaders over
110 years the company has applied many of these robust strategies
to turn adversity to its advantage and continually stimulate growth.
We turn to a detailed case study of 3M with a view to understanding
how the company and its leaders were able to seek and find opportunity
in adversity in a sustained way over a long period of time.

HOW 3M’S JUGAAD SPIRIT BUCKED
THE RECESSION

Founded in 1902, 3M has come to epitomize American ingenuity.
Over the course of a century, its prolific inventors have churned out
breakthrough products that have become part of Americana: Scotch®
Tape, Scotchgard™ Protector for Fabric & Upholstery, Thinsulate™
Insulation, and Post-it Notes. 3M’s jugaad innovators like Art Fry—who
invented the Post-it Note—have produced scores of useful products that
have made life easier for millions of consumers across the globe.54

What makes 3M so innovative can be summed up in two numbers:
30 percent and 15 percent. Both figures are deemed sacrosanct by
3M’s management and employees. Decades ago, recognizing that its
consumer products face rapid obsolescence, 3M set itself the goal of
generating 30 percent of its total revenues from new products it had
introduced in the preceding five years. This bold goal—known within
3M as the New Product Vitality Index (NPVI)—helped create an
innovate-or-die culture that sustains a constant sense of urgency among
3M designers and engineers who continually develop hundreds of
new products each year (3M currently boasts a portfolio of seventy-five
thousand products). Interestingly, some of 3M’s most successful products
to date were invented by its engineers in their ‘‘spare time.’’ Indeed, way
back in 1948, long before the idea was popularized by Silicon Valley
firms like Google, 3M launched the 15-percent program—a radical
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initiative that allows 3M employees to use 15 percent of their paid
work time to pursue their dream projects—especially left-field jugaad
innovations.55 The 15-percent program’s objective was to loosen up the
corporate culture and make it nimble and risk-tolerant—allowing 3M
employees to swiftly sense and respond to new market opportunities
in a dynamic bottom-up fashion. 3M’s management has been totally
supportive of many maverick innovations that have come out of this
15-percent program—whether they succeed commercially (like Post-it
Products) or not.

After proving its mettle as an exceptional corporate innovator
for nearly a century, 3M experienced declining performance in the
late 1990s. The nimble Midwestern manufacturer had become too big,
complacent, and risk-averse—resting on its laurels rather than creatively
shaping the future. Its stock price took a hit, and its sales and profits
began to decline. When faced with such adversity, corporate leaders
can demonstrate either a fixed mindset, by playing it safe and seeking
incremental change, or a growth mindset, by seeking opportunity in
adversity and turning it to the company’s advantage. In 3M’s case,
a leader with a growth mindset would have deepened 3M’s existing
commitment to jugaad thinking and innovation and used it to fashion a
more radical response to adversity.

In 2001, 3M hired Jim McNerney as CEO to revive 3M’s fortunes.
McNerney, who had previously worked at GE (he had been a front-
runner to replace Jack Welch), brought in management discipline and
streamlined the bloated firm’s cost structure by implementing Six Sigma
management techniques. This significantly boosted 3M’s profitability:
its operating margins shot up from 17 percent in 2001 to 23 percent
in 2005. The highly structured Six Sigma processes—which empha-
size predictability and sameness—worked wonders in 3M’s factories by
making production systems more cost-efficient. Initially, it seemed as if
this structured approach to reviving 3M’s fortune was working. But the
same structured approach had the opposite effect when McNerney
applied it in 3M’s R&D labs to standardize and systematize the inno-

vation process and make it faster and cost-effective. Six Sigma arguably
choked 3M’s free-flowing jugaad creativity. In the process, Six Sigma
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failed to tap into the psychological capital of 3M’s innovators, whose
ingenuity and resilience to adversity had been built up over sev-
eral decades. Rather than dreaming big and producing breakthrough
products, 3M’s engineers became risk-averse and played it safe—by
generating incremental innovations that met Six Sigma performance
goals. 3M’s management began to frown on disruptive ideas proposed by
its jugaad innovators. As a result, 3M’s sales revenues and reputation as
a cutting-edge innovator began to flag. By 2005, 3M’s share of revenues
derived from new products had gone from its traditional 30 percent to
only 21 percent. Its ranking in Boston Consulting Group’s Most Innova-
tive companies list gradually slipped as well, from number one in 2004
to number seven in 2007.56 It felt as if 3M’s jugaad spirit had waned.

Faced with the adversity of declining revenue and brand reputation,
George Buckley, who had replaced McNerney as CEO in 2005, focused
on reviving 3M’s risk-tolerant jugaad culture. In particular, Buckley
began rolling back Six Sigma initiatives—and reinstituted the 15-
percent program, giving 3M engineers more flexibility and freedom to
pursue radical ideas without fear of retribution. Buckley acknowledges:
‘‘Perhaps one of the mistakes that we made as a company—it’s one of
the dangers of Six Sigma—is that when you value sameness more than
you value creativity, I think you potentially undermine the heart and
soul of a company like 3M.’’57

Buckley had to move fast, as several of 3M’s products were becom-
ing outmoded or increasingly commoditized. It was facing growing
competition from agile competitors in all its major product segments.
But 3M was facing an even bigger challenge: rapidly shifting customer
preferences. In today’s digital environment, consumers value aesthetics
as much as function in the products they buy—as demonstrated by
the huge success of the well-designed iPhone. This new reality made
3M’s leadership realize that while the company was great at engineering

products, it had to get better at designing them in an appealing fashion.
Sensing an opportunity in this situation of adversity, 3M decided to

broaden its traditional jugaad mindset to include not only great technical
performance but also great design. To drive that transformation, 3M
hired Mauro Porcini as head of global strategic design. The flamboyant



Radjou c02.tex V2 - 02/16/2012 10:57 P.M. Page 54

54 Jugaad Innovation

and passionate thirty-seven-year-old Italian, who reports directly to the
head of R&D for 3M’s Consumer & Office Business, runs a large team
that is attempting to make both 3M’s existing and new products more
visually appealing without sacrificing their technical performance.58

We met Mauro at his sleek new office at 3M’s headquarters in
Saint Paul, Minnesota. The crisp white walls and décor and the curved
fuchsia-colored path paving the way to Mauro’s office offered a creative
oasis that stood in stark contrast to the claustrophobic brown cubicles
in the rest of the building. Porcini, whose stylish sartorial esthetic also
stood out, explained to us the challenge 3M is now facing and how his
team is helping address it:59

Customers are no longer just ‘‘buying’’ products—rather, they are
seeking new experiences that delight them. They want to establish an
emotional bond with the products they buy—even if it’s an ordinary
household item or office product. This challenge presents an
opportunity for 3M to rethink the way we develop products. We are
learning to pay more attention to aesthetics—rather than obsessing
about functional excellence. We are also changing the way we
engage with customers. When you listen to customers, you merely
react to needs; when you empathize with customers, you anticipate
their needs; but when you truly love your customers, you surprise

them by introducing them to products they couldn’t even fathom.

Porcini points to Apple as a company in love with its customers:
by marrying superior design with excellent engineering, Apple keeps
surprising—and thrilling—customers with each new product it
launches. ‘‘Companies like Apple and Target have proven that good
design can help capture not only bigger market share but also customer
mindshare and ‘heart share.’ 3M’s new challenge is to find ways
to increase our customer ‘heart-share’ by using superior design to
differentiate our products in a crowded market.’’60

Porcini’s team of jugaad designers are given carte blanche to
rejuvenate 3M’s signature office and consumer products by giving them
a bold, sexy look. For instance, they gave a facelift to 3M’s fifty-year-
old transparent Scotch Tape Dispenser by creating a high-heel tape
dispenser. Porcini himself redesigned an existing multimedia projector
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by making it sleeker, and ‘‘something consumers want to touch’’: it
was an instant hit. Some award-winning products that Porcini helped
develop at 3M include the MPro150 Pocket Projector, the Scotch
Pop-Up Tape Dispenser with precut strips, and the Scotch Pet Hair
Remover. Porcini’s designers are now actively involved in new R&D
projects from the very beginning—thus influencing both business and
technical decisions associated with new product development. Porcini
quips: ‘‘3M used to be known as a company of ‘maverick engineers.’
Now we also want to be famous for housing ‘maverick designers.’ ’’61

Crushed by the Six Sigma juggernaut in the early 2000s, 3M
reignited its jugaad spirit by giving its employees more creative freedom
and by integrating left-brain functional excellence with a right-brain
design sensibility. These efforts have paid off handsomely. They have
helped rebuild the psychological capital of 3M’s innovators, which,
in turn has given 3M resilience in the face of subsequent adversity.
Although 3M’s sales revenues fell during the recessionary year of 2009,
they have bounced back since, increasing 15 percent to $26.7 billion in
2010 (one of the highest growth rates ever achieved in 3M’s hundred-
plus-year history). In 2010, 3M posted a record operating profit of $5.9
billion, with margins of 22.2 percent. By 2010, 3M was once again gener-
ating 30 percent of its revenues from new products—and that percentage
may even reach the mid-30s in 2012. 3M now launches about 1,200 new
products a year. George Buckley notes with satisfaction: ‘‘Even in the
worst economic times in memory, we released over one thousand new
products.’’62 3M seems to have found a sticky growth formula fit for the
postindustrial economy—as evidenced by a 2011 survey conducted by
Booz & Company with global executives, who ranked 3M as the third
most innovative firm in the world—right after Apple and Google.63

CONCLUSION

In an increasingly complex business environment that throws all kinds
of challenges at companies, demonstrating resilience in the face of
adversity and turning it to one’s advantage is a new competence that
business leaders must urgently develop.
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Although it is difficult to adopt as many different strategies designed
to turn adversity into opportunity as 3M did, it is certainly not impossible.
As 3M and the various other Western companies featured here prove,
strong leadership is key to getting these resilient strategies to work.

But seeking opportunity in adversity is only the first of the many
jugaad principles that Western leaders—and their organizations—can
apply to succeed in a unpredictable and fast-moving global economy.
Of all the forms of adversity that emerging economies and Western
firms face, none is as severe or threatening to survival and growth
as scarcity. How jugaad innovators respond to scarcity by ‘‘doing
more with less’’—and what Western leaders can learn from this frugal
principle—is the subject of our next chapter.
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CHAPTER T H R E E

PRINCIPLE TWO
Do More with Less

If I had one dollar to spend, I would invest in solving the biggest

problem today— the economics of scarcity.

— JEFFREY IMMELT, CHAIRMAN AND CEO, GENERAL ELECTRIC1

Gustavo Grobocopatel is a fourth-generation Argentinian farmer
of Russian-Jewish extraction. For three generations his family

pursued a small-scale, subsistence model of farming in Argentina.
Grobocopatel’s dream was to break out of this mold and do something
more ambitious. But his vision was hindered by scarcity from the very
start.2

First, Grobocapatel had difficulty accessing large tracts of land.
Although Argentina is a vast country, endowed with rich soil and a
favorable climate, farmland is actually hard to come by. Only 10 percent
of the land is arable—and much of the arable land is controlled by a
few owners who are reluctant to part with it.3

Next, Grobocopatel faced a shortage of the skilled labor needed to
scale up his business. Farming is labor intensive, as people are needed
to fertilize, sow, tend, and harvest crops. In Argentina such labor is in
limited supply, is not formally organized, is spread out across the country
and can be costly to hire, especially during peak harvest seasons.4

Third, Grobocopatel didn’t have the capital to buy the farm
equipment he needed to achieve scale without using labor. Funding

57
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opportunities to bootstrap new businesses are very limited for entre-
preneurs in Argentina.5

Instead of giving in to these challenges, Grobocopatel conceived
and then implemented an ingenious business model. He overcame
the scarcity of land by leasing it rather than acquiring it. He dealt with the
scarcity of labor by subcontracting every aspect of farm work to a network of
specialized service providers, giving him access to ‘‘freelance’’ laborers
he hires only when they are needed. And he overcame the cost of owning
equipment and the lack of access to capital by renting the equipment
needed from networks of small local companies.

By cleverly leveraging a grassroots network of 3,800 small and
medium-size agricultural suppliers, Grobocopatel’s company, Los
Grobo, operates as an asset-light company, and in this way is able to
do more with less. Overcoming the skepticism of his peers, this jugaad
entrepreneur has proven the value of his ‘‘more with less’’ model. In
2010, Los Grobo became the second largest grain producer in Latin
America, farming over three hundred thousand hectares, trading
three million tons of grain per year, and generating US$750 million
in revenue—all without owning land or a single tractor or harvester.
Having succeeded in Argentina, Los Grobo is now exporting its ‘‘frugal
farming’’ model to Brazil, Uruguay, and Paraguay, and helping farmers
there produce more with less in their local contexts.

Emerging markets are teeming with innovators like Grobocopatel.
Faced with scarcity across the board, these jugaad innovators have
mastered the art of doing more with less. In this chapter, we get
inside the minds of jugaad innovators and the enterprises they run to
better understand how they create more value with fewer resources.
Although many factors hinder Western companies from adopting a
‘‘more with less’’ approach, doing so is increasingly imperative—as
the American and European economies stagnate and face growing
resource constraints. Indeed, Western firms that succeed in adopting
frugal innovation methods to create affordable offerings are very likely
to gain a significant competitive advantage over their peers in the tough
economic times ahead.
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SCARCITY IS THE MOTHER OF INVENTION

To even a casual observer, the most striking thing about jugaad
innovators in emerging markets is their frugal mindset. These
entrepreneurs and managers—whether they come from Argentina,
Brazil, China, India, Kenya, Mexico, or the Philippines—are constantly
looking for new ways to do more with less and deliver greater value to
customers at a lower cost. What makes this mindset so fundamental
to jugaad innovators, and why are they so good at getting ‘‘more for
less’’? We believe that such a mindset is a rational response to the
pervasive scarcity in their environment. For jugaad entrepreneurs,
being frugal is not a luxury—it’s the key to survival.

While Silicon Valley entrepreneurs typically operate in a resource-
rich environment, jugaad entrepreneurs face scarcity of every possible
kind. First, they must contend with the scarcity of capital. Quite
simply, the availability of financial resources in emerging markets is
limited. Banks are conservative, and venture capital and angel investor
networks underdeveloped. For instance, 80 percent of South African
entrepreneurs report difficulties in accessing funding.6 Thus, jugaad
innovators cannot afford to invest in capital-intensive R&D equipment.
This partly explains why a country like India spends only 0.8 percent
of its GDP on R&D (compared with 3 percent in developed countries),
and why the private sector’s share of this spending is only 20 percent.7

Second, jugaad innovators must deal with the scarcity of natural
resources. Raw materials in emerging markets—from water to
electricity—are expensive and hard to obtain reliably. This makes
setting up and running new businesses—especially in the manufacturing
sector—costly and difficult.

Third, jugaad entrepreneurs face a scarcity of qualified talent.
Emerging markets like India, Brazil, and China have huge popula-
tions. But only a small percentage of these populations are qualified
professionals who can use or deploy the offerings of emerging market
entrepreneurs. According to a survey conducted by ManpowerGroup,
67 percent of enterprises in India and 57 percent of those in Brazil have
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difficulty finding qualified technicians, sales representatives, engineers,
and IT staff. As a result, it is hard to sell complex medical devices in
rural areas with few qualified doctors. Or to sell PCs to village schools
where teachers lack computer literacy.8

Finally, jugaad innovators face a scarcity of quality infrastructure.
The poor roads and limited transportation options in emerging markets
make it difficult to get goods and services to far-flung places in a timely
fashion. Moreover, the cost of doing so becomes a huge challenge,
limiting the reach of markets in emerging economies.

In addition to pervasive scarcity, jugaad innovators also have to
contend with a frugal and demanding consumer base. This consumer
base has low disposable income. For instance, three hundred million
Indians earn less than $1 a day. Many of these people either go without
or are very careful about what they buy. This forces jugaad innovators
to radically rethink price points. Their offerings have to be extremely
affordable, not just barely so.

These consumers are also very value conscious. They may be low
earners, but they also are high ‘‘yearners.’’ Given their high aspirations,
these consumers reject new offerings that do not deliver significantly
higher value than existing offerings do. This puts a lot of pressure on
jugaad innovators to develop higher value offerings at a lower price.

Finally, the consumer base in emerging markets is huge and diverse.
Markets like China, Brazil, and India have millions of consumers. But
these consumers are not homogeneous. To deliver higher value to a
large and diverse base, jugaad innovators have to find clever ways of
deriving both economies of scale and scope in whatever they do.

The pervasive scarcity and the demanding nature of the consumer
base make jugaad innovators masters of frugality. Let’s consider some
of the ways in which they manage to do more with less.

BEING RESOURCEFUL IN A RESOURCE-SCARCE
ENVIRONMENT

Jugaad innovators are able to get more from less by applying frugality
to every activity they perform at every step along the value chain.
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They are frugal in how they design products, how they build them,
how they deliver them, and how they perform after-sales maintenance.
Their frugality shows up not only in their parsimonious use of capital
and natural resources but also in how they maximize their limited
time and energy: rather that doing everything themselves, they rely
extensively on partners to perform various operations, thus saving time
and energy. The following are some frugal approaches employed by
jugaad innovators to gain more from less.

They Reuse and Recombine Rather than creating something
entirely new, from scratch, jugaad innovators are more likely to reuse
or seek new combinations of existing technologies or resources both
to come up with new solutions and to commercialize them in mar-
kets. For instance, Zhongxing Medical, a Chinese medical device
maker, borrowed Digital Direct X-ray (DDX) equipment technology
from its parent company (Beijing Aerospace)—which wasn’t using it
effectively—and reengineered DDX for use in everyday applications
like chest X-rays. As a result, its X-ray machines cost just $20,000 to
build, compared to $150,000 for the equivalent GE and Philips models
(which use DDX only for high-end applications). By creating low-cost,
mass-market applications out of an underused technology, Zhongxing
cornered 50 percent of the Chinese X-ray machine market—forcing
rival GE to cut its prices by 50 percent while Philips, unable to compete,
withdrew from this segment altogether.9

Similarly, jugaad innovators in African countries are leveraging
existing cellphone networks to devise frugal business models that make
services like health care and banking affordable to more people. In
Kenya, for instance, only 10 percent of the population has access to
banking services. Yet mobile penetration is over 50 percent. Sensing an
opportunity, Safaricom, a local telecoms service provider, 40 percent
owned by UK-based Vodafone, launched a service called M-PESA
in 2007. M-PESA is an SMS-based (text message) system that enables
people to spend, save, and transfer money using their cellphones at a
fraction of the cost of money transfer services like Western Union—and
without having a bank account. Users of M-PESA can convert cash
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into electronic money that is stored on their cellphones at any one of
hundreds of M-PESA outlets, including village mom-and-pop shops that
act as M-PESA agents. On receiving an M-PESA user’s cash, the agent
texts the equivalent amount in electronic money (e-money) to the user’s
phone. The user can then text a part or all of this e-money to either
an M-PESA agent or to another M-PESA user. All the e-money in
circulation is backed up by real money in a bank account owned and
managed by Safaricom. This safeguards the system against fraud while
obviating the need for users to have their own bank accounts. As of this
writing, over fourteen million Kenyans—or 68 percent of the country’s
adult population—have subscribed to M-PESA. This is much more
than the number of people who have bank accounts!10 Migrant workers
in Kenyan cities now routinely use M-PESA to safely and cost-effectively
transfer earnings to their families who live in remote villages.11

They Remain Asset-Light A second strategy that jugaad innovators
use to get more from less is to leverage the capital assets of others to scale
up their business model. This is precisely what Gustavo Grobocopatel
did in Argentina. But Grobocopatel is hardly an exception. Many jugaad
entrepreneurs in emerging markets choose to operate an ‘‘asset-light’’
business model with as few fixed assets as possible on their balance
sheet. Thus, instead of owning physical assets, they rent or share them.
This approach not only makes their cost structures lean but also allows
them to quickly scale operations up or down to meet shifts in demand
without investing in additional assets.

For instance, Indian cellphone companies like Bharti Airtel used
this frugal strategy not only to get started but also to turn their industry
into one of the largest and most competitive in the world. In the early
2000s, as the mobile revolution was taking off in India, Airtel was
short of both the capital and the technology it needed to scale up
its business. Undeterred, Airtel’s chairman Sunil Mittal used a jugaad
approach to getting more with less: he boldly decided to outsource
all but key marketing and branding activities to partner companies
that had capital, technology, or both.12 Today, IBM manages Airtel’s
IT infrastructure while Ericsson and Nokia Siemens Network (NSN)
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manage its network infrastructure. (This might just be one of the first
examples of Indian companies outsourcing to Western ones, with both
benefiting hugely from the process.) Today Airtel—which boasts over
170 million subscribers—is the world’s largest ‘‘asset-free’’ telecom
service provider. It is also the first mobile carrier that dared to outsource
all its core network infrastructure; most telecom operators prefer to own
and manage this in-house given its strategic nature. Its frugal operating
model enables it to deliver better value to its customers at less cost. By
transforming fixed technology costs into variable costs, Airtel not only
succeeded in getting more for less, it also did so at breakneck speed—at
times signing up as many as ten million subscribers per month.

They Leverage Existing Networks for Distribution A third
‘‘more with less’’ strategy that jugaad innovators use is focused on solving
the ‘‘last mile’’ problem—that is, the difficulty of reaching far-flung
customers in an economical way. Rather than investing in expensive
logistics networks, jugaad entrepreneurs leverage existing networks
to cost-effectively deliver their products and services to people in
hard-to-reach markets. In particular, they rely on grassroots partners
in local communities to reach more customers and personalize their
offerings for them. These grassroots distribution partners are often
micro-entrepreneurs themselves. By building on already developed and
trusted social networks in emerging markets, jugaad innovators can
compensate for the poor state of the physical infrastructure there.
More important, by enrolling grassroots entrepreneurs as their channel
partners, jugaad innovators drive their own financial sustainability while
also creating new economic opportunities in local communities.

For instance, toothpaste maker Colgate Palmolive scaled up its
logistics network to serve remote villages in India by creating a mobile
network of young people. Mounted on bicycles carrying a few oral care
products, these salespeople go from village to village with their ‘‘micro-
stores on wheels’’—thus solving the last mile problem. This solution
costs less to Colgate than setting up physical distribution in these villages
would. Plus it delivers more value to local communities—improving
their health and providing jobs for local youth.13
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Similarly, MicroVentures in the Philippines—cofounded in 2006
by Bam Aquino, nephew of former President Corazon Aquino—is
making a wide range of consumer products and services accessible to
consumers at the base of the (socioeconomic) pyramid (BOP).14 Rather than
setting up its own distribution network—a costly and nearly impossible
task, given the fragmentation of the BOP market spread across hun-
dreds of villages—MicroVentures leveraged an existing ad-hoc logistics
network made up of eight hundred thousand sari-sari (mom-and-pop)
stores. These tiny stores—found across the entire seven-thousand-island
Philippine archipelago—are operated by entrepreneurial women who
set them up as an extension of their homes.15 MicroVentures applied
what is known as the conversion franchising model which consists in con-
verting already existing, independently owned stores into members of a
standardized and branded network known as the Hapinoy Program.16

By converting and upgrading some of the existing sari-sari stores into
branded Hapinoy Community Stores, MicroVentures rapidly scaled up
its distribution network: ten thousand sari-sari stores have joined the
Hapinoy Program since 2007—a figure that Aquino predicts could go
up to a hundred thousand in the coming years. It’s worth noting that
a number of sari-sari stores that have joined the Hapinoy Program are
also members of CARD MRI, the largest microfinance institution in
the Philippines, with whom MicroVentures had established a synergistic
partnership.

The women who own sari-sari stores enjoy many benefits by joining
the Hapinoy Program:

1. They pay less for their supply of goods, because MicroVentures
can—by aggregating demand from multiple Hapinoy stores—ne-
gotiate bulk prices from consumer goods manufacturers.

2. They can generate more income by selling a broader variety of goods
and value-added services—such as mobile payments—sourced from
MicroVentures’ partners.

3. They learn how to professionally run their businesses—and scale
them up—by receiving personalized training from MicroVentures
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in areas such as inventory management, marketing, leadership, and
personal development.

Aquino explains:

Rather than building a new logistics network from scratch, our busi-
ness model leverages the human network of micro entrepreneurs—the
women who own sari-sari stores. By building on an existing grass-
roots distribution infrastructure, we have created a sustainable
solution that benefits all members of BOP communities. First,
BOP consumers gain access to a greater variety of affordable goods
and services. Second, sari-sari store owners in villages increase their
income levels by joining the Hapinoy Program—and learn how
to improve their own lives and meaningfully contribute to their
communities. And third, more micro-producers in villages can now
extend their market reach by joining our distribution network. Our
vision is to turn the Hapinoy Program into the social equivalent of
an iPad: a platform that gives our network members [the women
micro-entrepreneurs] access to hundreds of ‘‘social apps’’—i.e.,
products and services offered by our partners. Our network mem-
bers can pick and choose specific apps [products/services] that
deliver the most value to their local communities. 17

HELPING CUSTOMERS GET MORE VALUE

By relying on a frugal operating model, jugaad innovators strive not
just to reduce their own costs, but also to pass value on to consumers.
Thus, unlike their counterparts in the West, they do not typically focus
on wowing customers with products that have cool features or the latest
technologies. Instead, they pursue functionally minimalist solutions that
offer superior value to customers—often transforming their lives in the
process. Simply put, they help their customers get more value for less cost
by offering them quality products and services at highly affordable prices.

For instance, in 2010, KPIT Cummins Infosystems, an Indian
engineering and IT services provider, unveiled Revolo, a low-cost
plug-in parallel hybrid solution for cars. (Revolo is the brainchild
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of Tejas Kshatriya, an engineer who works for KPIT Cummins.
Kshatriya came up with the idea while stuck in a traffic jam in
Mumbai in 2008.) By installing the Revolo kit in their cars, own-
ers of cars that run on gas can cost-effectively convert their existing
vehicles into fuel-efficient, high-performance hybrids. The conversion
kit—which includes a rechargeable battery pack, an electric motor, and
a pulley—can be retrofitted into most cars in just six hours by a KPIT
Cummins–certified mechanic.

Revolo works best in stop-and-go city traffic, as it captures the
kinetic energy generated every time the brakes are applied and stores it
in its batteries for later use. Tests show that the Revolo technology boosts
fuel efficiency by over 35 percent and reduces greenhouse gas emissions
by at least 30 percent. Most important, at a price between $1,300 and
$3,250 for the Indian market—and around $5,000 when sold in Western
markets—the Revolo system costs 80 percent less than other hybrid car
options.18 Revolo can be plugged into any car, whatever its brand or
age, without interfering with the carmaker’s transmission configuration.
KPIT estimates that, when used at an average daily run of thirty-one
miles, the Revolo conversion kit pays for itself in less than two years.
Hence Revolo is a win-win for both car owners and auto manufacturers.
Ravi Pandit, CEO of KPIT Cummins, notes: ‘‘With Revolo, we found
an affordable and retrofittable solution to transform a gas-guzzling
car into an environmentally mindful, fuel-efficient, high-performance
hybrid. With Revolo, car owners get more value at less cost.’’19

KPIT Cummins is negotiating licensing deals with several U.S.
and European carmakers that are eager to initially offer Revolo as a
branded aftermarket service to their existing car users—while exploring
the long-term possibility of incorporating Revolo as a standard feature
in their future models. Large-scale commercial production of Revolo is
expected to begin in 2013.20 It is worth noting that it cost KPIT less
than $2 million to develop the Revolo technology—much less than the
$1 billion it costs, on average, to develop a new car.21

How do jugaad innovators know what is of value to their customers
and how much customers will be willing to pay to get that additional
value? Rather than considering these questions in the abstract in an R&D
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lab, jugaad innovators spend time in the field, observing and interacting
with potential customers to identify their latent needs and requirements.
Only then do they zero in on the essential features of a solution that are
most relevant to their unique customers. In other words, they first seek
to identify the appropriateness of a solution. Armed with these insights into
what customers need rather than want, jugaad innovators design, from
the ground up, an appropriate product or service—as well as a business
model—that can best fulfill these needs. Very often they don’t get it right
the first time. But by trial and error and rapid experimentation, they
eventually settle on the set of features—and the business model—that
is likely to deliver the highest value at the lowest price for their market.

To understand this better, let’s consider another jugaad example,
one that can make a life-or-death difference to many people around
the world. Twenty million babies are born prematurely or with a low
birth weight each year worldwide, and four million of them die, most
in developing nations. Those who survive often suffer from low IQ,
diabetes, and heart disease when they reach adulthood. Many of these
deaths and ailments could be averted by simply keeping these premature
babies warm. Unfortunately, current options for warming babies in
developing nations are either expensive or unsafe. The incubators sold
in Western countries cost up to $20,000 and require electricity—which
is unreliable in developing nations. And ad-hoc solutions like positioning
babies under bare light bulbs are simply risky.

Jane Chen, Linus Liang, Naganand Murty, and Rahul Panicker
cofounded Embrace to come up with an affordable infant warmer
for use in developing countries, one that costs far less than incubators
available in the West. The founders came up with the idea for
Embrace’s frugal business model while they were all attending Stanford
University’s Entrepreneurial Design for Extreme Affordability program.
After producing an initial prototype—a stripped-down version of
traditional incubators powered by electricity—they traveled to Nepal
to test it in an urban hospital. But they soon found that 80 percent of
babies that die prematurely in developing nations like Nepal are born at
home in villages, far from well-equipped hospitals and without access to
regular electricity.22
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That insight led them to fundamentally rethink who their users really
were. Realizing that their customers were doctors and parents in villages,
they set out to identify what product features would bring the most value
to these rural users. That inquiry led them to design a portable infant
warmer that looks like a tiny sleeping bag and gives mothers greater
mobility and more intimate contact with their babies. The bag in turn
contains a pouch of a wax-like phase-change material (PCM) that keeps
babies warm for up to six hours at regular body temperatures. Not only
is this infant warmer intuitive to use, but it requires only thirty minutes of
electricity to heat up the PCM pouch—using a portable electric heater
that comes with the product. Further, this design dovetails well with the
recommended practice of ‘‘kangaroo care,’’ whereby a mother holds
her baby against her skin (hence the company name ‘‘Embrace’’).23

Most important, the Embrace portable infant warmer costs less than 2
percent of the cost of incubators available in Western markets.

In 2011, Embrace piloted this product in India, where 1.2
million premature babies die each year. Early results have been very
encouraging. A preliminary study validated Embrace’s safety and
efficacy with twenty infants. Embrace then undertook a more extensive
clinical study of 160 premature babies. In one instance, a two-pound
baby born to parents from a village near Bangalore, in Southern
Indian, was kept in the Embrace infant warmer for twenty days and
began to gain weight—bringing great joy to its parents who had lost
two babies previously.

Embrace uses rapid prototyping techniques to get customer
feedback on new product features fast and zero in on the product
attributes that are of highest relevance and value to rural customers.
For instance, after noticing that mothers in Indian villages didn’t trust
numerical displays that indicate whether the temperature is right,
Embrace replaced the numerical scale with symbols indicating ‘‘OK’’
or ‘‘Not OK.’’ Similarly, Embrace is planning to release a future version
of its product targeted at mothers who live in far-flung villages with no
electricity at all: in this version, the PCM pouch will be heated—and
thus ‘‘recharged’’—using a heating device that runs on hot water (instead
of electricity).
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Embrace is also experimenting with different pricing models—such
as a rental option—to make its product affordable in countries like
India where hundreds of millions in villages live on less than $2 a day.
‘‘Entrepreneurs often fall in love with their original product idea or
business model and fail to listen to customers,’’ Chen explains. ‘‘We, on
the other hand, have no qualms about modifying our product features
and pricing again and again till we find a solution that delivers the
highest value to our customers at the lowest cost for them. For us,
innovation is a dynamic process that never ends.’’24

Embrace is currently negotiating partnerships with multinational
pharmaceutical and medical device companies such as GE. The com-
pany is also working with local NGOs to piggyback on their extensive
distribution networks to make the Embrace infant warmer accessible to
as many hospitals and clinics as possible in countries like India. Finally,
Embrace is testing its infant warmer at the Lucile Packard Children’s
Hospital at Stanford University: the entrepreneurs believe there is a
big market for Embrace’s product in the United States where infant
mortality rates are among the highest in the developed world. Embrace
has set itself a bold target of saving the lives of over one hundred
thousand babies over the next three years, as well as preventing illness
in over seven hundred thousand babies.

In sum, jugaad innovators are able to find abundance in
scarcity—and to share that abundance with customers and other
stakeholders who also face scarcity. Jugaad innovators may lack
financial, natural, and technological resources, but they compensate by
finding ingenious ways to leverage social networks and their intimate
knowledge of customers to create and deliver more value at less cost. In
many ways jugaad innovators embody Theodore Roosevelt’s belief that
‘‘all the resources we need are in the mind.’’

WELCOME TO THE AGE OF AUSTERITY

Prestigious Western organizations such as GE and Lucile Packard
Children’s Hospital at Stanford are adopting Embrace’s low-cost incu-
bators, even though they clearly have access to many high-performing
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incubators in the West. These forward-thinking Western organizations
recognize that a frugal approach is increasingly critical for survival in
the age of austerity that is upon us. The warning signs are all around.
Indeed, these signs are not very different from the more general indi-
cators, discussed in Chapter Two, of increased adversity in Western
economies. Nevertheless, it’s worth examining the specific factors that
are shaping a new culture of austerity in the West. These include

• Increasingly frugal customers. The recession has made Western
middle-class consumers far more cost-conscious than they were in the
boom years of the housing bubble. Similarly, in business-to-business
markets, power is shifting from buyers who value features and
functionality to those who prefer value pricing. For instance, in
hospitals the technology buyers are no longer doctors (who typically
favor technically superior but overpriced medical devices), but instead
cost-conscious purchasing managers.25

• Dwindling natural resources. Because the oil and water needed to
produce energy and food are in short supply, Western companies are
motivated to identify more efficient ways of using these scarce resources.
Also, Western consumers are becoming environmentally conscious and
voting with their wallets for eco-friendly brands that use less of those
natural resources.
• Government regulations. More policies are being put into place to deal
with financial and environmental pressures. For instance, to deal with
its huge budget deficit, the U.S. government is asking Big Pharma
to make more drugs available to more Americans at a lower cost.
Similarly, increasingly stringent environmental regulations are forcing
U.S. carmakers to develop cars that deliver more miles with less fuel
and lower greenhouse emission.
• Competition from low-cost rivals from emerging markets. Across industries,
Western companies are facing competition from low-cost emerging
market companies. For example, Western pharmaceutical companies
are threatened by generic drug makers from Brazil and South Africa
who produce and sell cheaper medicine; Western automakers are being
challenged by low-cost car manufacturers from India and China who
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are producing affordable electric vehicles and ultra-compact cars; and
Western cellphone companies such as Nokia and Apple are being taken
on by low-cost Chinese cellphone makers such as HTC and Huawei.
• Rivalry from agile Western startups. Western start-ups with high-value
offerings for cost-conscious consumers are popping up across industries,
from hospitality to consumer goods to fashion. In the process, these start-
ups are stealing customers from larger players. For example, Warby
Parker, founded by four Wharton MBAs while still at B-School, is trying
to break the oligopoly—steeped in the old ‘‘more for more’’ business
model—that controls the global eyewear industry. The startup offers
fashionable high-quality prescription eyewear for just $95, a fraction
of what high-end eyewear manufacturers charge.26 It provides more
value to consumers by allowing for home try-ons of different frames and
contributes to a larger cause by donating one pair of glasses for each
pair it sells.

In the West, frugal consumers and competitors are rewriting the
rules of engagement for manufacturers and retailers alike—pressuring
them to develop goods and services that are affordable and eco-friendly.
As a result, Western businesses are being forced to rethink how they
address the aspirations and needs of their value-conscious customers.
But doing so will not be easy.

FOR MOST WESTERN COMPANIES,
BIGGER IS STILL BETTER

In the new era of scarcity, Western companies must learn how to
produce greater value with fewer resources. Despite the benefits of
doing more with less, Western companies face significant obstacles in
adopting this approach.

For a start, the top management in many companies is wedded to
a previously successful ‘‘more for more’’ strategy. To differentiate their
products from competition, large Western companies are used to spend-
ing huge sums on R&D to develop expensive, often overengineered
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products for which they charge customers a hefty premium. In the
past, this strategy worked because customers were able to afford
such premiums, and these premiums in turn enabled companies to
recoup their large R&D investments. However, this ‘‘bigger is better’’
approach is no longer sustainable, as Western companies face greater
resource constraints and cost-conscious consumers in the West shift
from premium products to value-for-money offerings.

Not only is top management wedded to a ‘‘more for more’’ strategy,
but senior managers in Western companies also lack the incentive
to pursue opportunities in low-income segments. They perceive these
segments as too small, unprofitable, or both. Moreover, the margins
that companies can charge in value segments are typically low. So, even
though the numbers of potential consumers in low-income segments
may be large, these markets need up-front investment and require
time to develop and grow. Therefore, senior managers who are under
pressure from shareholders to deliver quarterly results are not motivated
to make these long-term investments in growing value markets.

On the R&D side, Western engineers have come to equate complex-
ity with progress. These engineers come to work every morning with a
desire to push the boundaries of technology. For many of them, ‘‘doing
less’’ would seem a step back rather than forward. As a result, they tend
to design products that cost more and that are overloaded with features
that customers don’t necessarily want. For example, the most effective
way of making cars fuel efficient and inexpensive is to make them lighter.
But the pursuit of technology for its own sake—and the need to differ-
entiate cars from each other—has resulted in their getting heavier with
time. Specifically, designers add more electronics to cars to deliver ever
more bells and whistles. This increases their weight, drag, and hence
fuel inefficiency, which in turn makes them more, not less, expensive.

Arguing against this trend, John Maeda, president of the Rhode
Island School of Design, says: ‘‘It’s not necessarily beneficial to add
more technology features just because we can. R&D engineers must
make frugal simplicity the core tenet of their design philosophy. They
must design for the ‘real world’ by practicing what I call ‘radical
incrementalism’—which is doing more with less. Wouldn’t it be nice if
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rather than complimenting their R&D teams with ‘Wow! You worked
so hard to come with this new product with all the bells and whistles:
it is amazing!’ CEOs told R&D engineers ‘Wow! You did almost
nothing—and yet produced a ‘good enough’ product that gets the job
done: Congratulations!’ ’’27 (In Chapter Five we discuss the importance
of simplicity when designing new products and services.)

Engineers may be the ones who create more expensive products by
piling on complex functionality and features that customers don’t want.
But sales managers have a role to play too: more often than not they
love to sell these expensive products. In fact, they typically lack the
motivation to sell affordable products, fearing that these products might
draw consumers away from their more expensive offerings. After all,
selling cheaper products doesn’t help them earn larger commissions.
Further, a common misconception among sales managers is that the
market for low-cost products is ‘‘too niche’’ and therefore doesn’t
deserve time and effort to build. But they fail to recognize that even
mainstream customers are now turning away from premium products
and seeking affordable solutions that deliver better value at lower cost.
Seventy-eight percent of U.S. online consumers say that they are willing
to switch from their current brand to a private label for personal goods
primarily because the price is lower.28 And 22 percent of the customers
shopping at dollar stores earn $70,000 or more annually. When even
Middle America begins patronizing thrift stores, the trend is undeniable.
(In Chapter Six we explore the impact of the shrinking American middle
class on businesses.)

Despite these changes in consumer behavior, however, marketing
executives in large companies still equate ‘‘low-cost’’ with ‘‘poor quality’’
and are concerned that promoting low-cost offerings will damage their
company’s brand. But marketing executives must recognize that, in this
new age of austerity, with a rapidly dwindling middle class, the notion
of ‘‘premium’’ is being redefined as ‘‘more value for the money’’ even
in middle to high-end markets.

Thus, Western companies face a conundrum: they are confronted
with a growing number of frugal consumers clamoring for affordable
solutions, yet their existing corporate culture and incentive systems are
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not designed to deliver more with less. As scarcity deepens in the West,
Western corporate leaders will have no choice: they will have to bite
the bullet and infuse their organizations with a frugal mindset. A jugaad
approach could be just the way to undertake such a transformation.

HOW WESTERN COMPANIES CAN FIND
ABUNDANCE IN SCARCITY

To compete and win in the dawning Age of Scarcity, Western
CEOs must boldly revamp their companies’ R&D approaches,
business models, and incentive systems for sales and marketing—all
of which were designed for success in the Age of Abundance.
Rather than caving in to Wall Street’s demand for short-term gains,
CEOs of Western companies must restructure their organizations to
boost their long-term ability to continually design and deliver affordable
and sustainable solutions to frugal consumers. Here are some sugges-
tions for undertaking such systemic changes.

Tie Senior Management’s Compensation to Frugal Perfor-
mance It’s not enough for CEOs to adopt a frugal mindset and strive
to do more with less. They must also encourage their senior managers to
follow suit. One way to do that is by linking senior executives’ compensa-
tion to performance metrics aimed at driving frugality. Take the case of
Ramón Mendiola Sánchez, CEO of Florida Ice & Farm Co., a large food
and beverage producer and distributor in Costa Rica that is deeply com-
mitted to sustainability. In 2008, Mendiola set up a balanced scorecard
with a set of key performance indicators (KPIs) to track how well his com-
pany was reducing its consumption of natural resources such as water
while simultaneously delivering more value to customers and other stake-
holders. He linked these KPIs to his senior executives’ compensation so
they have some skin in the game: 50 percent or more of their compen-
sation is tied to their meeting—or exceeding—these KPIs. Mendiola is
leading by example—he has linked 65 percent of his own pay to the
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balanced scorecard that combines financial, social, and environmental
KPIs to compute a ‘‘triple bottom line’’ of people, planet, and profit.

This strategy has been successful: since its implementation, Florida
Ice & Farm’s senior executives have found creative ways to do more
with less by motivating their employees to improve manufacturing
and distribution processes and help local communities better conserve
natural resources. Under Mendiola’s leadership, Florida Ice & Farm
has reduced the amount of water it requires to produce a liter of
beverage from 12 liters to 4.9—and aims to soon further reduce it to
3.5 liters. It has also eliminated solid waste from all its operations and
is well on its way to meeting its target of becoming ‘‘water neutral’’
in 2012 and ‘‘carbon neutral’’ by 2017.29 Meanwhile, the company
achieved a compound annual growth rate of 25 percent between 2006
and 2010—twice the industry average. Mendiola notes: ‘‘By using
incentives, we motivate our employees at every level to get creative and
invent frugal and sustainable ways to deliver significantly more value to
all our stakeholders by using far fewer natural resources—while saving
substantial amounts of money for our company.’’30

Senior Management Must Challenge R&D to Do More with
Less The recession is forcing many Western CEOs to cut their R&D
spending with the hope of increasing their innovation performance at
lower cost. But this will happen only when engineers and scientists are
offered challenging projects that give them the incentive to do more
with less. For instance, in the late 1990s, Louis Schweitzer—former
CEO of the French carmaker Renault—visited Russia, where he found
that low-cost domestic cars like the Lada—that cost merely ¤6,000
(US$7,800)—were outselling his company’s ¤12,000 (US$15,600) cars.
Following this visit, Schweitzer challenged his R&D team to come up
with a modern, reliable, and affordable car for less than ¤6,000. As
Schweitzer recalls: ‘‘Seeing those antiquated cars, I found it unaccept-
able that technical progress should stop you from making a good car for
¤6,000. I drew up a list of specifications in three words—modern, reli-
able and affordable—and added that everything else was negotiable.’’31
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The result was the Logan, a no-frills car priced at ¤5,000, which, since
its 2004 launch, has become Renault’s cash cow across recession-wary
European markets as well as in many developing economies. Inter-
estingly, Schweitzer’s successor Carlos Ghosn—who coined the term
‘‘frugal engineering’’ in 2006—is now pushing Renault’s R&D team in
France to do even more with less to compete effectively with low-cost car-
makers from emerging market such as Tata Motors (which developed
the $2,000 Nano).32

Marketing Executives Should Create Separate Brands for
Their Affordable Offerings To avoid brand dilution, Western
companies need to create distinct brands for distinct segments. Given
that they might already have well-established brands for higher-
priced segments, they should develop distinctive new brands for their
affordable segments. Doing so will reduce the problems of brand
dilution while ensuring greater market coverage. For instance, the
Starwood Group opened two affordable but chic hotel chains—Aloft
and Element—to cater to value-conscious consumers.33 Similarly, in
an attempt to reach mainstream consumers, high-end designer Vera
Wang has recently adopted a three-tiered branding approach: the top
tier includes her pricey luxury bridal wear, the middle tier is made
up of her eponymous line sold at accessible prices, and the bottom
tier includes casual budget-priced brands—such as Simply Vera—that
are selling like hotcakes through mass-market retailers like Kohl’s.34

Finally, high-end restaurateurs and star chefs have now adopted a low-
cost venue—the food truck, traditionally used by hot dog vendors—to
dish out gourmet items at affordable prices. In New York City you
now find food trucks that sell lobster rolls, Van Leeuwen’s artisanal ice
cream, and even sophisticated dishes put together by celebrity chefs.

Create Incentive Systems for Salespeople to Sell Affordable
Products Western companies must recognize that jugaad innovation
isn’t just about designing affordable products. It is also about successfully
selling these products in the marketplace. But successful selling won’t
happen as long as salespeople have the incentive to sell only big-ticket
items. Instead, companies will have to align their sales force’s incentive
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systems with the corporate strategy of doing more with less. Companies
can address this issue by reorganizing their sales force along brand lines,
with different salespeople responsible for the low-end and high-end
segments. This will also help reduce any internal resistance based on
the fear of cannibalization. Even better, healthy internal competition
between divisions could drive sales and marketing personnel responsible
for different brands to be more innovative in how their reach and keep
their respective customers. Consider that for decades Procter & Gamble
maintained a homogeneous sales structure, selling premium products
to mainstream middle-class consumers. But as the purchasing power
of middle-class Americans declines, P&G has restructured its sales
force into two distinct groups that separately target high-income and
low-income segments.35

Design Affordable Solutions from the Ground Up R&D teams
should move away from pursuing overengineered ‘‘perfect products’’
and focus instead on developing ‘‘good enough’’ solutions. By ‘‘good
enough’’ solutions we don’t mean stripped-down versions of exist-
ing high-end products. Such solutions could leave customers feeling
shortchanged and less than satisfied. And although a stripped-down
approach could help reduce costs in the short term, companies will pay
the price later, as designers will have to return to the drawing board and
undo the problems caused by such quick-fix solutions. Rather, Western
engineers need to create affordable solutions from the ground up. And
emerging markets can help with this: they offer Western engineers a
great training ground on which to practice such frugal innovation.
Indeed, a few forward-thinking Western companies across sectors are
increasingly using their R&D teams in emerging markets like India and
China to develop minimalist solutions from the ground up that deliver
higher value to customers. For example, when GE Healthcare’s R&D
engineers in India had to come up with low-cost alternatives to the com-
pany’s high-end ECG machines to serve local needs with limited means,
they didn’t attempt to strip down GE’s existing product to meet local
price points. Instead, they went back to the drawing board and, based
on deep observation of customers, they developed the MAC i, a radi-
cally affordable, portable ECG machine with basic features and a long
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battery life that is priced at around $500—one-twentieth of the cost of
ECG devices available in the West.36 Similarly, Nokia’s 1100 model,
an ultra-low-cost cellphone with a simple interface and a flashlight to
help users see their way in the dark, was designed from the ground
up for emerging markets. This product has been a huge seller in India
and Africa, where millions of people who live beyond the reach of the
electricity grid find a simple feature like a flashlight invaluable.

Engage Eco-Aware Consumers in the Sustainability Dialogue
An explosion of social media tools, such as Facebook and Twitter,
has given rise to well-informed and powerful consumer communities
around the world. Often, the consumers who participate in these
communities congregate on product fan pages or websites created by
other consumers, far beyond the reach of the company that offers these
products. Frequently, participants in these user communities are young,
frugal, and environmentally conscious. They aren’t just looking for a
deal; they’re searching for—and willing to champion—products that fit
into their personal value system. These consumer communities can help
build brands they favor, or cause the demise of brands they disapprove of.
Companies should proactively engage with such communities on issues
like sustainability and resource scarcity—and use such engagement to
identify ways to do more using fewer natural resources. Doing so will
not only help companies shape their own strategies but also bolster
their brand and help them differentiate themselves from competitors.
Because most companies have been slow to understand how to work
with user communities online, those companies that succeed in doing so
can stand out from the competition and garner long-term brand loyalty.

Partner Extensively Partnering with key external players offers a
powerful way for companies to get more out of their limited R&D dollars.
Partners can cost-effectively bring companies better ideas than they
already have, help companies develop existing ideas more efficiently, or
enable them to commercialize these ideas more extensively and at lower
cost. An outstanding example of a company that has used partners to
improve its R&D efficiency is Procter & Gamble (P&G). In 2000, A. G.
Lafley, then P&G’s CEO, noted that ‘‘for every P&G researcher there
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are 200 scientists or engineers elsewhere in the world who are just as
good—a total of 1.5 million people whose talents we could use.’’37 Lafley
wanted to tap into this global brainpower so P&G could innovate more
widely, radically, and rapidly than before—without investing more in
internal R&D. To do so, he set a challenge for his until-then internally
focused R&D organization. Within ten years P&G was to move from
being a research and develop (R&D) company to being a connect and
develop (C&D) organization, one that sourced as much as 50 percent
of its new product ideas from outside the company. To achieve this
ambitious goal, Lafley opened up P&G’s old R&D model to the creative
input of a wide array of external stakeholders—customers, suppliers,
universities, venture capitalists, and think tanks. In one instance, P&G
found a cost-effective and speedy external solution to the problem of
printing trivia questions in edible ink on Pringles chips. Rather than
solving the problem internally (as they would have done in the past,
thereby costing the firm a fortune), P&G used its links with universities
around the world to identify a professor in Bologna, Italy, who had
already developed a means of printing on pizza and bread. P&G
then worked with this professor to adapt his solution to printing on
Pringles chips. This collaboration yielded a commercially successful
P&G product without incurring huge in-house R&D expenditure.

Our research shows that the strategies just outlined are among the
more common ones adopted by Western companies who are embracing
the jugaad approach to innovation. These frugal strategies are also the
ones that we are increasingly called on to share with Western leaders
who seek our advice on incorporating a ‘‘more with less’’ approach in
their organizations. Of all the invitations we’ve received to consult on
this jugaad principle, one stands out as particularly memorable.

PEPSICO: A REFRESHING APPROACH TO DOING
MORE WITH LESS

In January 2010, we had lunch with Indra Nooyi, chairman and
CEO of PepsiCo, Inc. and, according to Fortune magazine, one of the
world’s most powerful women.38 Nooyi had read an article in Bloomberg
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Businessweek that profiled our research on jugaad, and she was eager to
discuss how PepsiCo had infused the efficient and innovative mindset
that is jugaad’s trademark into its operations.39

Jugaad innovation is definitely on top of Nooyi’s mind—and for a
strategic reason. PepsiCo’s products are made, manufactured, or sold
in more than two hundred countries. They cover consumer preferences
and needs that evolve on an ongoing basis. Given that the macro-
economic environment is in a constant state of change, PepsiCo must
be ready to refresh and diversify its products to meet the needs of
a dynamic marketplace—especially in light of the growing consumer
demand for healthy and nutritious food.

Understanding the demonstrated potential of the global packaged-
nutrition market—valued at $500 billion and growing—PepsiCo, the
second largest food and beverage business in the world, has expanded
its vast product portfolio to include foods and beverages that deliver
positive nutrition.40 Today, PepsiCo provides foods and beverages that
are ‘‘good-for-you’’ (featuring brands such as Quaker and Tropicana),
complementing its ‘‘fun-for-you’’ (with brands such as Pepsi and Lay’s)
and ‘‘better-for-you’’ (including brands such as zero-calorie Pepsi Max
and Propel Zero) portfolios. This expansion into products that deliver
positive nutrition is in line with Performance with Purpose, PepsiCo’s
guiding principle.

For PepsiCo, Performance with Purpose means delivering sustain-
able growth by investing in a healthier future for people and the planet.
Specifically, four planks make up Performance with Purpose: financial
performance, human sustainability, environmental sustainability, and
talent sustainability.41 It is this push for sustainability, both financial
and societal, that stimulates jugaad innovation at PepsiCo.

Nooyi has brought in the right talent to enable PepsiCo’s expansion
into the nutrition area. To hone PepsiCo’s focus on nutrition, Nooyi
appointed Dr. Mehmood Khan—an M.D. whose experience includes
serving at the Mayo Clinic as the director of the Diabetes, Endocrinol-
ogy and Nutrition Clinical Trial Unit and as consultant physician in
Endocrinology—as PepsiCo’s chief scientific officer as well as CEO of
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its Global Nutrition Group (GNG).42 Khan’s crossover role, which is
unique in the global food and beverage industry, enables him to translate
the science of nutrition—in which he is an expert—into commercially
viable products. Khan’s goal as head of GNG is to grow PepsiCo’s
portfolio of good-for-you products to $30 billion in net revenue by 2020
by increasing the amount of whole grains, fruits, vegetables, nuts, seeds,
and low-fat dairy in its global product portfolio. For instance, Khan’s
GNG team is researching ready-to-eat—and even drinkable—breakfast
products that combine fruit, dairy, and grains like oats.

With the goal of identifying frugal business practices, PepsiCo also
set up the Global Value Innovation Center in India in late 2010.
Here is how Tanmaya Vats, who heads the Center, explains his man-
date: ‘‘We want to discover disruptive business practices that can
significantly lower the cost of operations in our supply chain—in man-
ufacturing and distribution. We look for radical ways to reduce the
capital intensity in our business model—by, for instance, developing cost-
effective and eco-friendly capital equipment that delivers significantly
more value and yet costs drastically less than currently available solu-
tions.’’43 Rather than reinventing the wheel, Vats’s unit is partnering
extensively with jugaad innovators worldwide—such as academic insti-
tutions, researchers, entrepreneurs, and domain experts—who have
already invented—or helped in inventing—jugaad solutions for mak-
ing manufacturing and distribution processes more efficient. Once a
promising jugaad innovation is identified for reducing capital intensity,
Vats’s unit will then work with various business units at PepsiCo to help
adopt and roll it out globally.

Nooyi is also using a ‘‘bottom-up’’ approach to dealing with
scarcity. She is empowering her employees in different regions to exper-
iment with out-of-the-box solutions that address scarcity in their local
supply chains.

One of the critical resources fundamental to PepsiCo’s business is
water. There is a clear need for PepsiCo to achieve water use efficiency
to both improve product outputs and provide access to safe water for
those in water-distressed areas. In India, an environment of severe water
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scarcity prompted members of the PepsiCo India team to investigate
ways to reduce water use throughout the supply chain. For example, they
developed an eco-friendly agronomic technique called ‘‘direct seeding’’
of rice paddies. Here is how direct seeding works. In India, rice is
traditionally cultivated by sowing seeds in a small nursery where they
germinate into seedlings. The seedlings are then manually transferred
into the main field and grown with four to five inches of water at
the base of the crop for the first six to eight weeks, mainly to prevent
weed growth. Direct seeding, in contrast, avoids three basic water-
intensive operations—puddling (compacting the soil to reduce water
leakage), transplanting, and growing in standing water—thereby saving
on average about 30 percent of the usual water requirement in paddy
cultivation, or approximately 900 kiloliters (238,000 gallons) of water
per acre. In addition, direct seeding cuts greenhouse gas emissions by 70
percent.44 In essence, direct seeding helps farmers increase their yields
while reducing their water input and saving time. While experimenting
with direct seeding, the PepsiCo India team members relied heavily on
jugaad. For instance, rather than designing their direct sowing machine
from scratch, they repurposed an imported peanut planter powered by
a normal tractor—and had their repurposed machine prototyped and
built by a small local manufacturer.

Impressed by the success of the direct seeding experiment, PepsiCo’s
management picked up this grassroots innovation and piloted it on a
larger scale across a few Indian states over a three-year period. The
pilot was a huge success—farmers were raving about the results, which
generated cost savings of more than 1,500 rupees (US$33) per acre,
thus raising net revenue/return per acre. In 2010 alone, through direct
seeding, PepsiCo India saved more than 7 billion liters (1.85 billion
gallons) of water, which helped make it water positive in India—meaning
that the company was saving more water through frugal initiatives such
as direct seeding than it was consuming in the rest of its business.45

Nooyi is also fostering some healthy competition among its regional
business units to encourage them to embrace the ‘‘do more with
less’’ principle.46 For instance, PepsiCo’s beverage plants in India
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draw about two-fifths of their energy consumption from renewable
sources such as biomass and wind turbines. The jugaad example set
by the PepsiCo India team is serving as inspiration for—and is being
replicated in—other regions, including in the United States, where
PepsiCo Frito-Lay’s Casa Grande, Arizona, facility has achieved ‘‘near
net zero’’ status, running primarily on renewable energy sources and
recycled water while producing nearly zero landfill waste.47

In the end, PepsiCo’s pursuit of efficient and responsible use of
resources is what allows the company to deliver on its Performance
with Purpose promise, using jugaad principles. As Nooyi told us: ‘‘We
need to bring a frugal mindset to the United States, which is going to
face scarcity of all sorts in coming decades. PepsiCo and other U.S.
companies need some jugaad thinking to come up with economical and
healthy solutions that deliver better value to our customers—and do so
in a responsible way.’’

By reframing scarcity as an opportunity to drive disruptive
innovation—a key attribute of jugaad thinking—Nooyi is positioning
PepsiCo for sustainable success in a global economy characterized by
eco-aware, frugal, and health-conscious consumers. Indeed, if Nooyi’s
experiment with ‘‘doing more with less’’ succeeds, PepsiCo’s efficient
business model will revolutionize the global food and beverage sector
for many years to come.

CONCLUSION

As we’ve seen, because emerging markets face scarcity on a grand scale
and across the board, jugaad innovators who operate within them are
masters of frugality and the art of doing more with less. Western com-
panies, however, are facing scarcity too—as they confront dwindling
natural resources and value-conscious and demanding consumers. To
survive in this dawning age of austerity and scarcity, Western leaders
need to learn from jugaad innovators like Gustavo Grobocopatel of
Los Grobo (Argentina) and Sunil Mittal of Bharti Airtel (India) how
to get more from less by applying frugality to every link of the value
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chain. Western leaders can also learn from Jane Chen (Embrace) and
Ravi Pandit (KPIT Cummins) how to help their customers get more
value for less cost by offering them quality products and services at very
affordable prices.

Practicing frugality, however, requires a fundamental shift in how
Western companies think and operate. Western leaders need to eschew
their traditional ‘‘bigger is better’’ R&D approach. They need to
radically overhaul their R&D structure and incentives systems to create
and sustain a frugal culture in their organization that espouses ‘‘doing
more with less’’ as its core value—just as Indra Nooyi is doing at
PepsiCo.

However, jugaad innovators aren’t focused only on frugality and
responding to adversity. To do more with less and turn adversity into
opportunity, they also draw on another key principle of the jugaad
approach: thinking and acting flexibly.
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PRINCIPLE THREE
Think and Act Flexibly

One cannot alter a condition with the same mindset that created it in the

first place.

— ALBERT EINSTEIN

With an estimated sixty-two million diabetics—a statistic expected
to increase to a hundred million by 2030—India now has the sec-

ond largest number of people with diabetes in the world, after China.1

The disease is being diagnosed particularly frequently in Indian villages,
where 70 percent of Indians live. One person who has successfully
responded to this alarming trend is Dr. V. Mohan, a globally renowned
diabetes expert and chairman of Dr. Mohan’s Diabetes Special-
ities Centre based in Chennai, capital of the South Indian state of
Tamil Nadu.

Dr. Mohan operates a mobile telemedicine clinic in some of the
remotest villages of Tamil Nadu. Care for rural patients is provided by a
network of primarily urban doctors who are supported by rural techni-
cians and grassroots community health care workers. These technicians
travel in a van equipped with telemedicine technologies that permit trans-
mission of diagnostic tests via satellite uplink even in areas too remote
for Internet connectivity. From their offices in Chennai, Dr. Mohan
and other doctors can see and communicate remotely in real time with
patients through video monitors, while tests conducted in the van, such as
retinal scans, are transmitted within seconds for immediate evaluation.

85
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‘‘Why should patients come to the doctor when it could be the
other way around?’’ Dr. Mohan explains. ‘‘I asked myself: What if I can
come up with a service that allows physicians to remotely consult patients
without either group having to travel?’’2

Turning this vision into reality required Dr. Mohan to improvise new
solutions for the various obstacles he faced along the way. For instance,
he decided not to use regular doctors and nurses to run most of the oper-
ations in his mobile clinic. Doctors and city technicians are expensive;
employing them in his van would have strained his frugal business model.
Even if he could bring in health care providers from the city, retaining
them would be hard. So Dr. Mohan recruited young people from small
towns with only a high school education (or less) and gave them highly
focused training so they could carry out specific functions, such as using
the equipment in his van. Meanwhile, Dr. Mohan also trained local peo-
ple in villages to provide simple follow-up care for his diabetes patients.
They could, for example, go from home to home enquiring whether a
patient is reducing daily sugar intake or has visited the van for follow-up
care. Because Dr. Mohan could not afford to pay these young people
for their work, he convinced them instead to volunteer by appealing
to their sense of goodwill for the community and their pride in being
able to help. To that end he gave them crisp white uniforms as well as
formal recognition, including the title ‘‘Dr. Mohan’s Diabetes Ambas-
sador.’’ All these actions enhanced their status in their communities and
boosted their employability. Finally, unlike other health organizations
that have access to expensive communications technology from vendors
like Nokia and Cisco, Dr. Mohan had to improvise a way to equip his
van with cost-effective communication capability. To do so, he partnered
with the Indian Space Research Organization (ISRO, India’s equiva-
lent of NASA)—which has produced and launched dozens of satellites
for socially relevant applications—to get free satellite communications
for his ingenious telemedicine service in remote areas where neither
mobile nor wireless services are available.

Jugaad innovators like Dr. Mohan constantly employ flexible
thinking and action in response to the seemingly insurmountable
problems they face in their economies: they are constantly experimenting
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and improvising solutions for the obstacles they face, and adapting
their strategies to new contingencies as they arise. In this chapter, we
delve into the minds of jugaad innovators to understand why and how
they think and act flexibly. We then examine what constrains Western
companies from thinking and acting flexibly—despite the growing
pressure to do so—and what they stand to gain by overcoming such
constraints. We end the chapter with a discussion of how Western
companies can adopt such flexibility in their own innovation initiatives.

JUGAAD INNOVATORS ADAPT TO SURVIVE

Anyone who has attempted to negotiate street traffic in India (or in
any other emerging market, for that matter) knows instinctively the
importance of thinking and acting flexibly. The sheer unpredictability
and diversity of life on the road demands such flexibility. Vehicles come
in all shapes and sizes and travel at a range of speeds. Animals and
pedestrians compete with buses, trucks, cars, scooters, and cycles. The
terrain can be of varying quality and topography: roads, such as they
are, may be dug up or undergoing repairs. Vehicles are likely to veer in
and out of lanes (if there are any), and all this with the liberal aid of horns
(though not necessarily with any other type of signaling). Paradoxically,
a linear and orderly approach to driving in such an environment would
lead to an accident. The only way to survive is, ironically, to accept the
unpredictability of everyone else on the road and to respond by being
similarly adaptable—in both thoughts and actions.

As with the roads, so too with the economic environment in emerging
markets. The sheer diversity, volatility, and unpredictability of economic
life in emerging markets demands flexibility on the part of jugaad inno-
vators. It demands that they think outside of the box, experiment, and
improvise: they must either adapt or die. In many ways, this diversity,
volatility, and unpredictability also enables flexible thinking and action on
the part of jugaad innovators.

Through our interactions with jugaad innovators, we have identified
four crucial ways in which they think and act flexibly in response to the
environment they face. We explore each of these in detail.
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Jugaad Innovators Think the Unthinkable There is mind-
boggling diversity in emerging economies. The heterogeneity of popu-
lations in these markets demands unconventional, nonlinear thinking.
Traditional approaches and cookie-cutter solutions to complex chal-
lenges are unlikely to work. Jugaad innovators therefore dare to
challenge many ingrained beliefs and turn conventional wisdom on
its head. Dr. Mohan, for instance, questioned a convention of the
medical industry. Why should patients come to visit the doctor, when
it can be the other way around? That radical question then led him to
consider an original solution that allows physicians to remotely consult
patients without either party having to travel.

Harish Hande is another jugaad entrepreneur who dared to think
the unthinkable, and succeeded. Hande, who founded India’s Solar
Electric Light Company (SELCO) in 1995, set out to provide solar
energy to the rural poor of India with the intention of debunking three
popular myths: (1) poor people cannot afford sustainable technologies,
(2) poor people cannot maintain sustainable technologies, and (3) social
ventures cannot be run as commercial entities.3 Having installed his
solar energy solution in more than 125,000 rural households in India,
Hande has successfully busted these three myths by demonstrating his
flexible thinking in three particular areas: (1) financing his business, (2)
pricing his services, and (3) distributing and maintaining his solution.

Take financing: Hande started his business in 1995 with very little
seed money, as conservative banks and cautious venture capitalists
deemed his unproven business model in an unproven industry (solar
energy) too risky. Undeterred, Hande bootstrapped SELCO with his
own money—$30, to be precise. With it he purchased his first solar
home lighting system, which he then sold. With the revenues, he then
bought additional systems, which he also sold, and so on.

Hande, however, soon hit a wall. As he penetrated deeper into
rural India, he learned that his potential consumers—many of whom
earn $1 to $2 a day—could not afford the up-front costs of buying
and installing his solar lighting systems. Even if these systems somehow
got installed, there was no economical way for him to maintain them for
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rural consumers scattered across multiple villages. To overcome these
twin problems, Hande applied flexible thinking to improvise a truly
creative solution that involved a network of small-scale entrepreneurs
in rural communities. These grassroots entrepreneurs would own and
maintain the solar panels as well as the batteries they could charge
in their stores. The entrepreneurs would then rent out the batteries
to end consumers daily on a pay-per-use basis—and collect payment
every day. This ingenious business model made SELCO’s solution
affordable and accessible to scores of rural customers who couldn’t
make an up-front investment in SELCO’s solution. These customers
included mom and pop storeowners, small-scale farmers, and women
who work from home. SELCO’s approach also created an incentive for
local entrepreneurs to distribute and maintain the equipment over time.
Using this approach, SELCO was able to scale up the distribution of its
solar lighting system to over one 125,000 households within a few years.
It now aims to serve 200,000 households by 2013.4 For thinking the
unthinkable—that is, that poor people can indeed afford and maintain
renewable energy solutions—Hande was awarded the World Economic
Forum’s Social Entrepreneur Award in 2007 and, in 2011, the Ramon
Magsaysay Award, considered by many to be Asia’s Nobel Prize.

Jugaad Innovators Don’t Plan—They Improvise Emerging
markets are characterized by high volatility. Economic circumstances
are constantly changing. Growth rates are often in double digits, and
the competitive landscape is often shifting. New laws and regulations
are constantly being put into place, and policy is constantly evolving. So
jugaad innovators need to experiment as they go along and be willing
to try multiple options, rather than adopting one approach at the start
and sticking to it thereafter. Unlike their counterparts in Silicon Valley,
jugaad innovators do not attempt to work everything out in advance or
rely on a business plan to determine the mid- to long-term roadmap for
their new ventures. Instead, they improvise their next course of action
as circumstances change, and they do so from within a framework of
deep knowledge and passion. Their approach is in fact more akin to
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a jazz band than to an orchestra: everything is improvised, fluid, and
dynamic. As such, their strategies are organic and emergent rather than
predetermined. Jugaad innovators’ flexible thinking—their ability to
improvise—serves them especially well when confronted with adversity.

Given their propensity for improvisation, jugaad innovators don’t
rely on forecasting tools like scenario planning, as many Western compa-
nies do, to assess future risks. They believe in Murphy’s Law—anything
that can go wrong will go wrong—so what’s the point of anticipating
every single obstacle that might appear down the road? Jugaad innova-
tors don’t have a Plan B, let alone a Plan C. Rather, when confronted
with an unexpected hindrance, they rely on their innate ability to
improvise an effective solution to overcome it, given the circumstances
at that time.

A good example is that of Tata Motors, the maker of the $2,000
Nano car. The Nano was the brainchild of Ratan Tata, chairman of
the Tata Group (Tata Motors’ parent company), who conceived it as
an affordable, comfortable, and safe alternative to the perilous two-
wheelers that often carry entire families on Indian roads. In 2006, Tata
Motors announced that the Nano would be manufactured in Singur,
West Bengal, an East Indian state. The factory was to be built on land
acquired from farmers by the state government in a bid to boost local
industry. Tata Motors intended to roll out its first Nanos from the
Singur plant in late October 2008.

In 2007, however, local farmers began protesting against the
acquisition of land for the factory. The dispute rapidly escalated into
a political issue—and caught Tata Motors off guard. As the protests
intensified through 2008, Ravi Kant, then managing director of Tata
Motors (and later its nonexecutive vice chairman) made a bold decision.
He set aside his firm’s prior manufacturing plans and swiftly shifted
the production of the Nano to Sanand, in the investor-friendly state of
Gujarat, on the other side of the country. He didn’t hire a management
consultant to advise him on the move; he just trusted his instinct that
this was the right thing to do, given the circumstances.5 In just fourteen
months (compared to the expected twenty-eight months for the Singur
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plant), Tata Motors built a new factory in Sanand, Gujarat. The new
factory began production of Nanos in June 2010.6

One year later, Ravi Kant and his team had to demonstrate the
ability to adapt to rapidly changing circumstances yet again: the Nanos
weren’t selling as well as expected. Monthly sales had fallen well below
the optimistic forecast of twenty thousand units. Rather than being
disappointed by the Nano’s lackluster performance, Tata Motors’ lead-
ership used this early market feedback to improvise a plan to shore up
sales. Ratan Tata originally envisioned a distributed supply chain model
whereby Tata Motors would dispatch flat packs to local entrepreneurs
across the country, who would do the final assembly of Nanos close
to customers—thus creating gainful employment in local communities.
With flagging sales, however, this original vision had to be revised: Tata
Motors’ executives went back to the drawing board and quickly
revamped Nano’s logistics network to a more straightforward one, which
involved manufacture and assembly at one site in Gujarat, and distribu-
tion through a traditional dealer network throughout the country. But
again Tata Motors hit a snag: rural customers—such as farmers—were
not venturing into Tata Motors’ showrooms in small towns. Among
other things, they felt intimidated by dealers dressed in suits and ties.

This setback led Tata Motors’ management to redesign their rural
showrooms to make them more informal—for example, by staffing them
with casually attired salesmen who could pitch the Nano to farmers over
a cup of chai. Tata Motors also launched a nationwide TV campaign
and began offering consumer financing at highly attractive rates to lure
frugal Indian consumers. By constantly adapting and refining its business
model—and implementing changes within weeks, not months—Tata
Motors invigorated sales of the Nano, which, although still lower than
expected, are gradually beginning to pick up.7 Indeed, it is very likely
that the future success of the car will depend on more such quick
adaptation and flexible thinking by the managers of Tata Motors.

Jugaad Innovators Experiment with Multiple Ways to Reach
a Goal Unpredictability is the norm in emerging markets. Because
of diversity and rapid change, it is hard to predict how consumers will
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respond to new products and services—and how new business strategies
will perform in, say, rural markets. Jugaad innovators may have a single-
minded vision of where they want to get to, but they must be willing to
try different paths to get there. Specifically, they must be willing to keep
experimenting in order to attain their goals—and they must be flexible
enough to quickly switch from one path to another along the way.

Dr. Mohan, for instance, experimented with a number of different
ways to frugally yet effectively engage rural communities both as
consumers (patients) and employees. When he first sent his expensive
technicians from his city hospital to work in remote villages, he found
that these technicians—although highly competent—would soon leave,
wanting to return to city life. Learning this, he developed a training
curriculum in his city hospital to impart to young men and women
from villages the basic skills they need as health care workers. After
about three months, these newly trained health care professionals would
return to their rural homes, where they were more likely to want to
remain. This in turn helped reduce costs and turnover in Dr. Mohan’s
model. Dr. Mohan had a similar experience with his attempts to work
with nontraditional partners to develop a cost-effective telemedicine
platform. Although he initially contemplated partnering with more
typical—and expensive—technology providers, Dr. Mohan eventually
linked up with ISRO, which provides his roaming telemedicine van
with a free satellite uplink to his clinic in the city of Chennai.

Jugaad Innovators Act with Speed and Agility In emerging
markets, new threats and opportunities can emerge from out of the blue.
This forces jugaad innovators to not only think but also act flexibly. By
demonstrating agility, jugaad innovators can deal with unanticipated
challenges faster and seize unexpected opportunities—such as changing
customer needs—more swiftly than their competitors. Zhang Ruimin
is one such jugaad innovator who thinks and acts quickly.

Zhang, introduced in Chapter One, is the CEO of Haier, a Chinese
consumer goods company that is making appliance manufacturers like
GE and Whirlpool nervous. Under Zhang’s leadership, Haier has, in
the space of a decade, made huge inroads into North American and
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European markets by selling quality appliances at lower prices than
those of Western suppliers like Whirlpool and GE. Armed with its
‘‘value for money’’ strategy, Haier is disrupting the consumer goods
market not only in mainstream segments like air-conditioners and
washing machines but also in niche segments like wine coolers. For
instance, Haier launched a $704 wine cooler that is less than half the
cost of industry leader La Sommelière’s product. Within two years of
this launch, Haier has grown the market by a whopping 10,000 percent
and now controls 60 percent of the U.S. market by value.8

What makes Haier so innovative is not just its cool products, but also
its flexible organizational structure. Zhang believes that in the Internet
era, appliance makers like Haier need to shift from mass production to
mass customization—and start thinking and acting nimbly, as Facebook
and Google do. As Zhang explains: ‘‘The focus on promoting your cost
or price advantage has shifted to a focus on service differentiation,
mostly centering on customer experience.’’9

To sense and respond to his retail customers’ needs faster than
rivals can, Zhang came up with a jugaad innovation: he radically
redesigned Haier’s organization, which currently employs over fifty
thousand people worldwide. Specifically, he replaced Haier’s organi-
zational pyramid with a loosely coupled network of more than four
thousand self-managed, cross-functional units (including R&D, supply
chain, sales, and marketing) that interact directly with customers and
autonomously make decisions. Each unit operates as an independent
profit center and is evaluated as such. Zhang refers to this organizational
innovation—which empowers autonomous units of frontline workers
to sense and respond to consumer demand—as ‘‘making a big com-
pany small’’—that is, allowing a big company like Haier to maintain
the unique flexibility of a small startup.10 To make this bottom-up,
customer-centric organizational structure work, Zhang shifted the role
of managers from being commanders and supervisors into being sup-
porters and providers who ensure that the independent units have the
resources they need to meet customer demand as promptly as possible.
He doesn’t want managers to be in charge, as they aren’t directly in
touch with customers.11
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Haier’s organizational agility enables it to react swiftly to rapidly
changing—or unexpected—customer needs, and to innovate faster,
better, and cheaper than its rivals. For instance, in China, any call
placed to Haier’s national customer service center is answered within
three rings and a technician is dispatched to your house within three
hours—even on Sundays. A few years back, one such call came from a
farmer in a remote village in Sichuan province who complained about
the constantly clogged drainpipe in his washing machine. The Haier
technician who went to investigate found that the farmer was using the
machine to wash the mud off his freshly harvested potatoes; it was this
mud that was causing the clogging. ‘‘Most companies would react by
saying ‘This machine is not designed for this purpose,’ ’’ explains Philip
Carmichael, Haier’s president, Asia-Pacific, ‘‘but Haier’s approach was
to say, ‘This guy (farmer) isn’t the only one who’s tried to wash potatoes.
Is there a way to adapt this product to this requirement? Maybe we can
make a machine that actually washes potatoes and clothes.’ ’’12

Haier’s flexible thinking was spot on: it turns out that millions of
farmers across China routinely use their washing machines to clean their
vegetables. Sensing a big market opportunity, Haier’s cross-functional
teams quickly acted on their intuition by developing a washing machine
with larger pipes that could also handle vegetables. The product was
a big hit among farmers. But Haier’s creative teams didn’t stop there.
They also invented a washing machine that can peel potatoes and even
designed a model for herders in Inner Mongolia and the Tibetan Plateau
to help churn yak milk into butter! These inventions eventually inspired
Haier to introduce, in 2009, a washing machine able to wash clothes
without detergent. That groundbreaking innovation helped propel Haier
to the number one position in the laundry equipment market not only
in China but also around the world.13

Jugaad innovators—such as Haier’s employees—are highly adapt-
able. They are capable of thinking on their feet and acting with great
agility. Being nimble-minded and nimble-footed serves them well in the
context of emerging markets, which are characterized by extreme unpre-
dictability. Western leaders confronted with increasing volatility and
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uncertainty in their own business environment must also learn to think
and act flexibly—but, as we discuss next, that’s easier said than done.

WHAT MAKES WESTERN FIRMS SO INFLEXIBLE?

Being flexible and coming up with new business models—as Dr.
Mohan, Harish Hande, Ratan Tata, and Zhang Ruimin have done—is
increasingly critical for Western firms, not only to enter and grow their
businesses in emerging markets but also in Western markets. How-
ever, many Western companies continue to operate their businesses as
usual, paying little attention to the impending upheaval in their home
environments. We believe that Western firms’ inability to think and
act flexibly in response to change has five chief causes: complacency;
binary logic; an aversion to risk; disengaged employees; and rigid, time-
consuming product development processes. Let’s look at each in detail.

Complacency As we discussed in Chapter Two, according to Carol
Dweck, a professor of psychology at Stanford University, individuals
typically have one of two mindsets:14

• A fixed mindset—that is, they believe their qualities and others’ are
carved in stone

• A growth mindset— that is, they believe that their basic qualities
can be nurtured and improved through effort15

Every corporation also has one of these mindsets, and many Western
companies tend to suffer from the fixed type. Such a rigid mindset
often comes from structured innovation processes and, ironically, past
successes, which can breed complacency and sow the seeds of failure.
Specifically, the complacency that comes from past successes blinds
companies to the fact that every challenge is unique and requires a
different approach for success. Consequently, when faced with new
challenges, companies tend to reapply ‘‘tried and true’’ solutions rather
than develop radically new ones. As Prasad Kaipa, a CEO coach
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and leadership expert explains, ‘‘The same core competence that
made Western companies so successful in the early stages of their
lifecycle eventually also becomes their Achilles’ heel—or their ‘core
incompetence’ that eventually brings them down.’’16

Shashank Samant, president of GlobalLogic, a company that pro-
vides R&D services to large technology vendors, observes that

Many large tech firms have become victims of their own success:
they first rose to success by riding the wave of one major technology
cycle—which typically lasts seven to eight years—but they don’t
know how to ride the next wave. They fail to understand that the
innovation born out of the previous cycle isn’t relevant in the new
emerging cycle: they are as reluctant to go back to the drawing
board and invent next-generation solutions as they are unwilling to
unlearn their past generation best practices. The bad news is that
technology cycles are now getting shorter and shorter—forcing
incumbents to unlearn and relearn even faster.17

GlobalLogic recently partnered with a U.S. tech company to
overhaul its fifteen-year-old product, which was invented before the
web era. This technically superior product was very successful in its
early years but eventually lost its edge when younger users, who prefer
the cleaner interface of Facebook and Google, deemed its user interface
clunky. The company hired GlobalLogic to give its product a facelift
so that it would appeal to a new generation of users. GlobalLogic’s
developer team—made up of twenty- and thirty-something software
programmers from India and Ukraine—designed a user interface that
was as easy to use as Facebook’s. Their demo wowed top managers
of the U.S. tech firm. However, one middle manager anxiously raised
his hand and said: ‘‘This new user-interface looks great. But it doesn’t
comply with our fifteen-year-old software development standard back in
the United States.’’ He didn’t realize that the very purpose of partnering
with the IT outsourcer was to get rid of that clunky old standard and introduce
a new one fit for the twenty-first century. In the end, the tech company
stuck to its old user interface—forgoing an opportunity to reinvent
its product for adoption by Generation Y and Z users. Complacency
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often leads to an inability to get rid of old thinking patterns and
entrenched behaviors. This often sounds the death knell for individuals
and organizations, especially when they are confronted with complexity.

Binary Logic Western companies and their leaders often operate in
a black-and-white world that confers a sense of predictability on things.
Competitors are ‘‘bad’’ and partners are ‘‘good.’’ Regulations are typ-
ically ‘‘bad for business,’’ whereas protectionist policies are ‘‘good.’’
And although some companies may like ‘‘doing good’’ as part of their
corporate social responsibility (CSR) initiatives, they worry primarily
about ‘‘doing well’’ in their core for-profit businesses. Such binary
thinking—anchored in deep-seated assumptions—prevents companies
from reconciling polarities, a process that could, ironically, yield dis-
ruptive innovation. Doreen Lorenzo, president of the global design and
innovation consultancy frog, points out: ‘‘We are entering a ‘gray world’
where things are no longer black or white—as yesterday’s competitors
can become tomorrow’s partners—but exist in multiple shades of gray.
So many shades can be disconcerting at first, but then you realize they
represent as many opportunities for disruptive innovation.’’18

An instance in which shades of gray were at first disconcerting but
later recognized as an opportunity is the case of Big Pharma. Many
Western pharmaceutical companies have traditionally ignored the low-
income segments in emerging markets because these consumers were
too poor to afford their drugs. But these companies failed to adapt
to changing circumstances and recognize a truth we pointed out in
Chapter Three: although the poor are low earners, they are also high
yearners—a counterintuitive fact of life in emerging economies.19 Unlike
Harish Hande of SELCO, in the past Big Pharma didn’t take the time
to experiment with for-profit business models that would allow them to
cost-effectively manufacture and deliver drugs to the four billion low-
income consumers worldwide.20 Only now, as Western markets have
become saturated and increasingly regulated, is Big Pharma scrambling
to find innovative ways to reap the ‘‘fortune at the bottom of the
economic pyramid’’—a fortune that continues to elude them.21
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Risk Aversion Many Western companies do not attempt to develop
radically new products, as they are afraid that these products will canni-
balize the market for their existing offerings. Even if they do develop such
products, many companies fail to commercialize them, even as nimble
competitors encroach on their core markets. This is such a common
phenomenon that Clayton Christensen of Harvard Business School has
dubbed it the ‘‘innovator’s dilemma.’’22 This problem is compounded
by the fact that the tenure of CEOs is shrinking, forcing them to deliver
short-term results rather than drive long-term transformational changes.
For instance, the average tenure of the CEO of a hospital is less than six
years—not enough time to invest in bold innovations like Dr. Mohan’s
initiative, which may take several years to show results.23

Perhaps the most obvious example of the ‘‘innovator’s dilemma’’ is
Kodak. Over a ninety-year period, the company succeeded by selling
cheap analog cameras and making most of its revenues from selling and
processing photographic film. Even though Kodak actually invented the
digital camera, it failed to adapt its old business model, suited for the ana-
log world, to the world of digital cameras, a world in which users could
easily print their photographs at home or store and distribute them
digitally, online. Similar rigidities in thinking and action—shaped by
risk aversion—are responsible for the failure, if not the actual demise,
of brick-and-mortar book retailers like Borders in the face of the break-
through business models of online retailers like Amazon.com.

Disengaged Employees Some Western companies dabble in
‘‘intrapreneurship’’ (also known as ‘‘skunkworks’’) and ‘‘jamming’’—ini-
tiatives that encourage employees to think flexibly and come up with
unconventional ideas for new products or processes. Unfortunately, the
bright ideas that come from these initiatives are rarely implemented,
because of either management’s lack of commitment to them or their
fear of cannibalization. Worse, employees may even be punished when
their ideas fail commercially. As a result, employees grow cynical or
fearful: they begin to feel that their flexible thinking is underappreciated,
and they start playing it safe. All this further encourages groupthink, and
nobody dares to question or change the status quo. Over time, everyone
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is content with incrementally innovating existing offerings, rather than
investing time and effort in truly disruptive innovation. Employee
disengagement grows and cripples the firm’s innovation engine.

In support of this view, a Gallup survey in late 2011 found that only
29 percent of American workers feel engaged in their jobs, meaning
only 29 percent work with passion, feel their input is appreciated, and
have a deep connection to their company. A full 52 percent say they
don’t feel engaged in their jobs. Most worrisome of all, the remaining 19
percent say they are actively disengaged.24 This widespread employee
disaffection is both the symptom and the cause of the rigid, inflexible
approach to innovation in many Western firms.

Rigid, Time-Consuming Product Development Processes
Of course, several Western companies do think flexibly—and come
up with truly innovative ideas. But even these companies struggle to
commercialize their trailblazing ideas fast enough, for two reasons. First,
they take a long time to conduct market research to validate their idea
and an equally long time planning and developing a product to get
it ‘‘right.’’ Second, they are paralyzed by rigid go-to-market processes
like Six Sigma and the fact that departments such as R&D and
marketing, whose cooperation is needed for innovation, tend to work
independently of each other in corporate silos. Eric Schmidt, Google’s
executive chairman, points out that employees who work too long at
any company get inculcated in a repeatable development process that
eventually becomes too rigid and stifles their creativity and innovation.
Schmidt says: ‘‘Real innovation is hard to do when you have a process
culture with Six Sigma [that is, extremely low-defect manufacturing].
Risk management is around the process, keeping it the same.’’25

In a fast-moving business environment that is ripe with ambiguity,
where customer needs shift overnight and product lifecycles get
truncated by aggressive competitors, it’s not enough to think
flexibly—companies must also act flexibly. Tim Harford notes in
his book Adapt: ‘‘The world has become far too unpredictable and
profoundly complex . . . We must adapt—improvise rather than plan,
work from the bottom up rather than the top down, and take baby
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steps rather than great leaps forward.’’26 For instance, it takes Western
cellphone makers like Nokia and Motorola many months to plan,
develop, and launch what often is an ‘‘overengineered’’ cellphone. In
contrast, agile Chinese and Indian rivals like HTC, Huawei, and Spice
rely on rapid experimentation: they crank out ‘‘good-enough’’ models
within weeks and keep improving their design with each subsequent
model using real-time market feedback.27 The secret weapon of these
Asian innovators is their organizational flexibility. HTC, Huawei,
and Spice routinely employ cross-functional development teams that
eliminate communication gaps among the key players responsible
for product development and launch—much like Haier, as discussed
earlier. Similarly, Google has organized itself as a flexible and dynamic
network of small teams that can quickly react to market needs—by
building and launching new products in rapid-fire fashion. ‘‘[At
Google] we don’t have a two-year plan. We have a next week and a next
quarter plan,’’ explains Eric Schmidt, Google’s executive chairman.28

LEARN TO IMPROVISE

To break free from the constraints that keep Western companies
inflexible—complacency, binary thinking, risk aversion, disengaged
employees, and rigid processes—Western companies must learn to
improvise, experiment, and adapt their business models to changing
circumstances. But breaking free is not easy: pressures to deliver strong
short-term quarterly results often deter management from thinking
radically. Still, there are many strategies that Western companies—knee-
deep in traditional, structured processes and approaches to
innovation—can employ to cultivate and sustain flexible thinking
and action.

Break Rules and Shift Values When Necessary Even conven-
tional beliefs and values have a shelf life: there is nothing eternally
wise about them. Breakthrough innovation occurs when commonly
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held beliefs and values are challenged, not reinforced. For instance, in
many companies, flexible thinking is sacrificed at the altar of ‘‘corpo-
rate values.’’ These companies often fail to realize that their corporate
values have lost their value as the times have changed—and need to be
overhauled to reflect new market realities and major societal shifts.
In July 2003, to prevent such ossification from setting in, IBM’s then-
CEO Sam Palmisano organized ‘‘ValuesJam’’—a three-day-long online
brainstorming session in which all employees were invited to renew and
update IBM’s century-old value system.29 This collaborative exercise
recontextualized the very notion of innovation—IBM’s core value—as
something measured not by the number of patents filed or products
shipped but by the impact that IBM makes on society. This ability to
reassess where the company stands and this willingness to change its
direction led IBM to embark on its Smart Planet initiative, which uses
technology to build sustainable communities worldwide.30

Don’t Let Inflexible Investors and Customers Dictate Your
Innovation Agenda Because external stakeholders often tend to be
conservative or lack the perspective to appreciate vision or foresight,
it is probably best not to seek their validation for bold new products
and services. Recall what Henry Ford famously said: ‘‘If I had asked
customers what they wanted, they would have said ‘faster horses.’ ’’
More recently, Apple didn’t do extensive market surveys to come up
with the iPad. This may have been just as well, given that many
consumers, analysts, and media experts were convinced that there was
no market for the product. Yet the iPad turned out to be a breakthrough
innovation now eagerly copied by Apple’s rivals.31

Create Time and Space for Employees to Improvise and
Experiment Companies can hardly expect employees to think
flexibly while they maintain their regular routine and operate in
their usual work environment. To be able to think and act flexibly,
employees need dedicated time and an inspiring space to experiment
with new ideas. Google is a good example of a company that allows
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employees ample time for improvisation. It employs a 70/20/10 model
for organizing work: its employees spend 70 percent of their time on
core business tasks, 20 percent on related projects, and 10 percent
on projects totally unrelated to their core work. Many of Google’s
commercially successful innovations such as Google Maps and Google
Mail were developed by employees during the 20 percent of the time
spent outside their day-to-day activities—when they were able to
unleash their outside-the-box thinking.32

Recognizing the company could do still more to encourage such
creative thinking, Google launched a new experimental incubator in
January 2011 dedicated to building mobile, social, and location-based
applications. The incubator is located in San Francisco—an hour away
from Google Headquarters in Mountain View—and operates with a
small team of twenty people empowered to think flexibly and to ‘‘hatch
new startups’’ in Google. Heading the team is John Hanke, who ran
Google Maps for six years. ‘‘Our goal will be to pump out prototypes
quickly and see what sticks,’’ says Hanke. Of course, many of the
ventures conceived at this incubator will fail, but some will succeed and
evolve into billion-dollar businesses for Google. By giving its employees
a safe place to experiment—and fail—Google can sustain the flexible
thinking that leads to truly breakthrough innovation.33

Get Outside Your Comfort Zone to Gain New Perspectives
To truly think flexibly, managers need to be taken out of their comfort
zones and exposed to new situations that challenge them to think
differently. DuPont sent its senior executives to rural India, where they
received a somewhat humbling revelation. None of their expensive
technological solutions, designed for Western urban markets, seemed
relevant to low-income Indian villagers. This experience forced these
DuPont executives to go back to the drawing board and cocreate
with local communities a whole new set of affordable and sustainable
solutions designed for fast-growing emerging markets like India.34

Partner with Flexible Thinkers Sometimes the best way to
develop a new mindset is to seek inspiration from outside your company.
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Thus one way to nurture flexibility is to partner with other companies
that are already flexible and agile. For instance, electronics retail giant
Best Buy has deep ties with Silicon Valley start-ups that tend to innovate
faster and better than the large electronics vendors that supply Best Buy.
As a result, Best Buy is able to bring groundbreaking technologies to
market much faster than even its large electronics suppliers can. For
instance, after getting an early look at Sling Media’s Slingbox (a technol-
ogy that lets consumers pipe TV programming from their homes to their
mobile devices wherever they are), Best Buy brought this innovation to
market months ahead of its competition.35

IBM is another company that partners with nimble thinkers.
Although it employs three thousand in-house research scientists and
engineers and files more patents annually than any other company,
IBM has nevertheless opened ‘‘collaboratories’’ in leading universities
worldwide. In these collaboratories, IBM technologists work closely
with agile-minded university researchers to cocreate cutting-edge tech-
nologies. These technologies include smart electricity grids, resilient
transportation networks, and cost-effective health care delivery solutions
with the potential to have a big social and economic impact globally.36

Experiment with Multiple Business Models Often companies
become too attached to a successful business model and find it nearly
impossible to let go of it, let alone to explore alternative options. But
competition can spring from unexpected corners and disrupt your busi-
ness model overnight. Flexible thinkers keep all options open—and
experiment with multiple business models simultaneously. The Indian
biotech company Biocon, for instance, has developed an insulin treat-
ment for diabetes that it commercializes through direct channels in
emerging markets but licenses to Pfizer for deployment in Western mar-
kets.37 Similarly, Amazon.com, aware of the potential for its own online
model to be disrupted by digital e-readers, has been flexible in develop-
ing and promoting a new business model around its own e-reader, the
Kindle, while maintaining its dominance in online retailing.38

Fail Cheap, Fail Fast, Fail Often A corollary of the willingness of
jugaad innovators to continually experiment is their willingness to fail



Radjou c04.tex V2 - 02/16/2012 11:02 P.M. Page 104

104 Jugaad Innovation

cheap, fail fast, and fail often. Fernando Fabre, president of Endeavor, a
global nonprofit that supports high-impact entrepreneurs from emerging
markets, highlights the fact that jugaad entrepreneurs typically do not
take large risks. Based on a detailed study it conducted on fifty-five
high-impact entrepreneurs across eleven countries, Endeavor found
that, unlike Silicon Valley entrepreneurs—who, backed with venture
capital, go for broke (it’s either the next Facebook or it’s not worth
doing)—emerging market entrepreneurs start with what they have
(not much) and who they know (friends and family). They rarely do
something so rash as mortgaging their houses. Consequently, they have
small initial budgets to work with—which, rather than cramping their
style, forces them to experiment in a frugal manner that does not result in
large losses (that is, they fail cheap). Their initial budgets also force them
to change tack as soon as one means to achieving their goal shows any
signs of not working (that is, they fail fast). Finally, given their willingness
to try out different means to reach their goals, they are willing to do so
several times over in an iterative fashion (that is, they fail often).39

Western innovators have much to gain from adopting these prac-
tices of jugaad entrepreneurs. They can look to Google and Best Buy for
inspiration. At Google, failure is widely celebrated—especially if you fail
fast and cheap. For instance, in June 2011 Google pulled the plug on two
high-profile projects—Google Health and Google PowerMeter—which
were launched, respectively, in May 2008 and February 2009. The
company mentioned its ‘‘inability to scale’’ as the main reason
to shut down these two projects.40 Similarly, in early 2011 Best Buy shut
down its big-box stores in China a mere five years after entering the
country—citing stronger-than-expected local competition and the fact
that its Westernized store format failed to appeal to Chinese consumers.
‘‘We experimented with a new approach in China,’’ explains Kal
Patel, former president of Best Buy’s business in Asia. ‘‘It was worth
trying—given the sheer size of the Chinese consumer market. But it
didn’t work—so we pulled the plug before we incurred too much loss.
We tried to be flexible in both entering and exiting China. It’s vital that
you fail early and cheap in unpredictable markets like China.’’41 In
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contrast to Best Buy, other Western manufacturers and retailers con-
tinue to pump billions of dollars into expanding their presence in China
even though they are steadily losing their market share to local rivals.

BREAK DOWN ORGANIZATIONAL SILOS
TO GAIN SPEED

Flexible thinking must go hand in hand with flexible action. In today’s
fast-paced environment, with product lifecycles growing ever shorter,
companies need to break down organizational silos so they can convert
breakthrough ideas into breakthrough products faster. Facebook under-
stands this: although its subscriber base has grown to more than eight
hundred million users, the company still employs only about thirty-five
designers, using a flat organizational structure.42 These designers work
closely with marketing executives, engineers, writers, and researchers in
multidisciplinary teams that can convert bright design ideas into new
user experiences within hours. Soleio Cuervo, the second designer that
Facebook CEO Mark Zuckerberg hired in 2005, says, ‘‘When I started,
it was only a handful of product designers. Now, engineers work with
us directly. We don’t throw documents at them with specs. We all focus
on the site’s user experience versus the code.’’43

Breaking down internal silos is even more critical when you are
trying to quickly bring to market brilliant ideas from external sources.
For example, Procter & Gamble has established a mechanism called
Connect & Develop to fast-track the sourcing and commercialization
of bright ideas from creative external partners. Now P&G can launch
promising products within months rather than years. One such product
is the Pulsonic toothbrush, which P&G codeveloped with a leading
Japanese firm. P&G brought this product to market twice as fast as
it would have if it had tried to build the product on its own. In
October 2010, Bob McDonald, CEO of P&G, set a bolder target for
his company: to triple the impact of Connect & Develop so it can
potentially contribute $3 billion to the company’s annual sales growth.
‘‘We want the best minds in the world to work with us to create big
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ideas that can touch and improve the lives of more consumers, in more
parts of the world, more completely,’’ explains McDonald.44

ALL THE NEWS THAT’S FIT TO DIGITIZE

The New York Times Company (NYTC) has successfully demonstrated
its ability to think and act flexibly by providing dedicated space and
time for its creative employees to experiment with radical new ideas.
From 2007 to 2009, U.S. newspapers saw an estimated 30-percent drop
in revenues from online and offline circulation and advertising. With
the Internet slowly killing print media and sucking away advertising
revenues, NYTC decided to reinvent itself.45 In January 2006, it set up
an R&D department—the first ever in the media industry—staffed with
thirteen members whose primary focus is to anticipate the future—and
imagine the unthinkable.

The department identifies emerging consumer and technology
trends, such as social media, e-readers, and mobile devices, and for-
mulates strategies for NYTC to proactively embrace them, rather than
being disrupted by them. ‘‘It is not a product development group,’’
clarifies Michael Zimbalist, vice president of research and development
operations at NYTC, describing his team’s mission. ‘‘It is much more
focused on monitoring trends and identifying opportunities.’’46

Foreseeing the potential of Facebook, in 2007 the R&D team
launched an application to push content (including a daily quiz as
bonus material) onto the social networking site. Today, the Times boasts
far more followers than any other newspaper on Facebook and Twitter.
NYTC’s jugaad innovators also linked Times content to Google Earth
maps to show locations mentioned in stories. Recently, they created
Cascade—a data visualization tool that provides a time-based view of
how Times stories and op-eds virally spread in Twitter’s social universe as
soon as they go live. Cascade helps NYTC identify critical information
such as influential Tweeters and determine the best times of the day to
publish a story online.47
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Zimbalist strongly believes that newspapers need to go beyond the
print and even basic web and use platforms such as social networks,
smartphones, TV, and even smart cars of the future to reach all users.
His team seeks to gain insight into how people consume media content
on different platforms and helps NYTC make forays into new platforms.

Predicting an imminent future when all devices will be connected
via the Internet, Zimbalist’s team of jugaad innovators is working
to enable readers to access the newspaper’s content across multiple
interconnected platforms. Here is one possible scenario that NYTC’s
jugaad innovators are trying to enable: In the future, a reader may
start an article on the Times website on her desktop at the office in
the late afternoon, continue reading it on her iPhone as she leaves
works, listen to an embedded podcast in her car on her way back home,
watch an accompanying video on the HDTV in her living room, and
finally forward the article to friends via her personal laptop. ‘‘[We are]
investigating the ideas at the edges of today and thinking about how
they’re going to impact business decisions tomorrow,’’ notes Zimbalist.

In addition to its adaptable and creative R&D team, NYTC has
found other ways to encourage flexible thinking among all its four
thousand employees. It now hosts internal technology and innovation
challenges to encourage employees to think flexibly and come up
with a jugaad way to use technology to address a vexing business
issue. Recently, NYTC launched beta620.newyorktimes.com, a public
website described as ‘‘a springboard for the creativity of our software
developers, journalists and product managers, who will use it as a plat-
form to showcase new and exciting ideas for the Times.’’48 Its readers
are strongly encouraged to provide feedback on the jugaad inventions
showcased on this site.

By harnessing the ingenuity of all its employees, NYTC is building
an army of jugaad innovators who can conquer the increasingly com-
plex and unpredictable publishing world—by improvising cutting-edge
solutions that can sustain the firm’s growth in the highly connected
web economy. In the process NYTC is reinventing itself as a nimble,
social-media-savvy, multiplatform digital content provider.
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CONCLUSION

A baffling number of uncontrollable and unknowable forces determine
the future of our increasingly complex business world. In the midst of this
uncertainty, long-term plans become toothless—even dangerous—and
rigidly structured processes prevent us from coming up with the next
big thing and responding quickly to competitive threats. To thrive in
this volatile world, the ability to think and act flexibly is crucial.

In emerging markets, jugaad innovators facing daily uncertainties
have become masters of flexibility: frequently challenging conventional
thinking, coming up with entirely new value propositions, experimenting
with various ways to achieve their goals, quickly responding to changing
circumstances, improvising new solutions, and modifying their plans
as they go. Western companies and entrepreneurs have much to gain
by adopting such flexibility and using it as a foil to their own more
structured approach to innovation.

Jugaad innovators like Dr. Mohan and Harish Hande aren’t just
flexible thinkers and doers, however. They are also masters of simplicity.
Facing mind-boggling complexity in their daily lives, they are driven
to simplify their products and services to make them more affordable
and accessible to their customers, and to simplify their customer inter-
actions to deliver a superior user experience. Yet, jugaad innovators’
simple solutions are not simplistic. Quite the contrary: adhering to
Leonard da Vinci’s credo that ‘‘simplicity is the ultimate sophistica-
tion,’’ jugaad innovators pursue what mathematicians call ‘‘elegance’’
in their solutions. Keeping it simple is the subject of the next chapter.
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CHAPTER F I V E

PRINCIPLE FOUR
Keep It Simple

I would not give a fig for the simplicity on this side of complexity, but I

would give my life for the simplicity on the other side of complexity.

— OLIVER WENDELL HOLMES

Dr. Sathya Jeganathan is a pediatrician in Chengalpattu Govern-
ment Medical College, a rural hospital in South India. Infant

mortality used to run high at her hospital: on average, 39 out of every
1,000 infants died at birth. This statistic, unfortunately, did not differ
greatly from overall neonatal mortality rates in India where, of the
roughly 26 million children born each year, 1.2 million die during their
first four weeks of life.1

Wishing to decrease infant mortality in her hospital, Dr. Jeganathan
first tried to import incubators made in the West. But she soon found
the setup cost of these incubators prohibitively high, and the staff and
maintenance needed to operate the equipment unsuited to rural India.
Undeterred, she applied some jugaad thinking. She decided to design
her own incubator, one that was simple, inexpensive, and easy to use.
Teaming up with neonatal nurses and local electricians, Dr. Jeganathan
developed a minimalist incubator from a wooden table made of locally
harvested wood, a Plexiglas top, and standard 100-watt light bulbs
(rather than radiant coils) to maintain the baby’s temperature. Thanks
to its simple design, the incubator cost only $100 to build and was easy
to maintain.

109
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Once Dr. Jeganathan had the first working prototype of the
incubator constructed and implemented in her hospital, infant mor-
tality was cut by half. Now she is working closely with the Lemelson
Foundation, a U.S.–based organization that supports entrepreneurs in
emerging markets, to fine-tune and rescale her invention so it can be
distributed across other rural hospitals in India.2

U.S. lawmakers seeking to address America’s health care crisis
might find Dr. Jeganathan’s incubator story interesting. U.S. medical
device makers spend billions of R&D dollars trying to push the frontiers
of science and technology—only to come up with highly expensive and
complex equipment that requires highly trained technicians to operate.
In the process, these device makers often forget the basic needs of
end users. After all, why make things simple when they can use their
R&D dollars to make them more complicated? High-end incubators
sold in the West, like those Jeganathan originally sought to buy, have
many high-tech features and can cost up to $20,000. Yet they meet the
same fundamental need as Dr. Jeganathan’s ingeniously simple $100
machine: they keep babies warm.

In this chapter, we look at how jugaad innovators like Dr.
Jeganathan are at the forefront of a low-tech revolution devoted to
finding ‘‘good enough’’ solutions. Rather than offering overengineered
products, jugaad innovators in emerging markets offer products that are
easy to use and maintain and address customers’ fundamental needs.
By designing for the most basic universal needs, jugaad innovators
appeal to a wider spectrum of consumers and thus dominate the sectors
they operate in.

In contrast, Western companies have long embraced a ‘‘bigger is bet-
ter’’ approach to innovation. However, consumers are increasingly put
off by the complexity of technology, especially in products like consumer
electronics and automobiles that they encounter daily. More important,
Western consumers across income levels are ‘‘downshifting’’—opting
for a simpler, more meaningful life. Western companies who respond
now to these consumer and societal changes are likely to benefit in
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the long run. In this chapter, we discuss how some forward-thinking
companies like Google, Facebook, GE, General Motors, Siemens, and
Philips are leading this response by building simplicity into their prod-
ucts and services—as well as into their organizational design—and, in
the process, creating deep and lasting relationships with consumers.

THE PRACTICAL BENEFITS OF SIMPLICITY

Jugaad innovators find success in emerging markets by pursuing sim-
plicity in the products and services they offer. They are motivated to do
so because this allows them to develop quick yet effective solutions for
consumers grappling with complexity in their daily lives.

Simple products offer three advantages to jugaad innovators:

• They are cheaper to make—and therefore more affordable. Resources in
emerging markets are scarce and expensive. Simple products—with
fewer features—require fewer resources and are therefore easier and
cheaper to produce and deliver. Jugaad innovators can pass on these
savings to customers in the form of lower prices, making simpler products
more affordable and thus more successful in the marketplace.
• They are easier to install and maintain. Emerging markets face a lack of
skilled workers to install and maintain complex products. For example, in
India, 26 percent of adults are illiterate and therefore cannot read basic
instruction manuals, let alone complicated ones. The limited availability
of skilled workers means that companies cannot create highly engineered
products that require skilled staff to set up and maintain.
• They can satisfy a wider audience. Emerging market customers are diverse
in their needs and in their ability to use and maintain products. To
reach as wide an audience as possible, jugaad innovators are compelled
to design products that take into account the buying power, literacy,
and technical aptitude of the least able members of the population.
Designing simple products is the key to achieving universal appeal
across diverse groups.
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THE ART OF SIMPLICITY

Jugaad innovators in emerging markets rely on several strategies to
design products that are simple to use and maintain. To begin with,
they focus more on customers’ needs than on their desires. They employ
a functional approach to product and service design and try to develop
practical solutions that address well-defined customer needs. They
are not in the business of coming up with cool features that appeal
to customers’ wants. Instead, jugaad innovators aim to make and
deliver a good enough solution with limited functionality rather than
one with a dazzling array of features.

For instance, to address the high cost of electricity in Filipino
slums, Illac Diaz invented an ingeniously simple solution: Isang Litrong
Liwanag (A Liter of Light), is a scheme that brings an eco-friendly solar
bottle bulb to underprivileged communities across the Philippines. The
solar bottle bulb (SLB) is simply a recycled plastic bottle filled with
bleach-treated water (to prevent formation of mold) that is fitted snugly
into a hole in the corrugated roof of makeshift homes in shantytowns.
The water in the bottle refracts the sun’s rays producing the equivalent
of a 55-watt light bulb. An SLB produces more light than a conventional
window might let in. And, unlike windows, the bulb doesn’t break or leak
during the typhoon season. The SLB is made from recyclable materials;
is very easy to assemble, install, and maintain; and helps create new
jobs in underdeveloped communities, as slum dwellers can now work
in their normally dark homes during the day. More important, an SLB
can be installed for just $1.3 Diaz’s vision is to deploy SLBs in one
million homes across the Philippines by the end of 2012.4

Jugaad innovators like Diaz don’t try to guess what would make their
products simple by sitting in an R&D lab. Rather, they spend a great
deal of time with customers in their natural setting to observe and identify
what would make a product or service easier for them to use. Nokia,
for example, employs ethnographers who spend long periods of time
living with customers in emerging markets to understand their latent
needs. In one case, Nokia’s ethnographers studied migrant workers in
Indian slums, the shantytowns of Ghana, and the favelas of Brazil to
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figure out how technology could make their lives easier. They were
humbled to discover that regular cellphones were too expensive, flashy,
and complex for slum-dwellers to buy and use and that the devices
couldn’t withstand the dusty, no-electricity environment where these
people worked and lived. Armed with this insight, Nokia’s researchers
set out to develop a simple solution that would blend into the lives of
these target users. The result was the Nokia 1100, a rugged cellphone
with a minimalist design that allows calling and texting, withstands dust,
and can be recharged within a few minutes. When Nokia’s researchers
noticed that many of these customers use their cellphone’s bright screen
as a light source, they included a flashlight in the 1100 design—making
it very popular among, for example, truck drivers in Asia and Africa who
use it to repair their vehicles at night. The Nokia 1100 was launched in
2003 and became an immediate hit: it appealed to not only low-income
consumers but even middle-class users looking for an uncomplicated
cellphone. The Nokia 1100 has sold 250 million units around the world,
making it the best-selling cellphone ever.5 Foreign Policy magazine calls
the Nokia 1100 ‘‘the most important cellphone on the planet.’’6

When creating simple products that meet the immediate needs of
their customers, jugaad innovators typically design them from the ground

up. They avoid ‘‘defeaturing’’—a practice often pursued by Western
multinationals, which involves taking products designed for affluent
Western consumers, stripping them of nonessential features, and then
selling them at somewhat lower prices to consumers in emerging
markets. These defeatured products typically fail in emerging markets
because they are not fundamentally designed to take into account the
inherent constraints of the local markets’ socioeconomic context.

For instance, many Western tech giants like Intel, Microsoft, and
HP, as well as academic institutions like MIT, have tried to build a low-
cost PC for emerging nations.7 But none of these projects has succeeded
because these PCs were either too complex to use or too expensive to
buy, or they failed to meet specific local requirements. On October 5,
2011, however, Kapil Sibal, the Indian minister of communications and
information technology, launched a $60 tablet (promoted as ‘‘the world’s
cheapest tablet’’) that was ideally designed to meet local requirements.8
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Called the Aakash (‘‘sky’’ in Sanskrit), it was developed by DataWind, a
UK-based tech startup, in partnership with several leading Indian tech-
nical universities, with local needs and constraints in mind.9 The initial
market for the Aakash will be students—from primary schools all the way
to universities—who will receive the first ten thousand units at the subsi-
dized price of $35 per unit. The Aakash boasts a simplified user interface
and is preloaded with educational software developed in local languages.

The Aakash clearly cannot match the computing power or the
features of Apple’s iPad (which costs $500) or Amazon’s Kindle Fire
(priced at $200). However, it was designed with a different set of users in
mind—Indian students, who needed a simple and practical computing
device. The Aakash meets those needs very well. First, it provides
basic capabilities students need, like web browsing, video, Wi-Fi, and
word processing software. Second, the Aakash runs on Google Android
and other open-source technologies, which are cheaper and easier to
maintain than proprietary technologies. Third, the Aakash comes with
a solar charging option, a huge advantage in many parts of India where
the electricity supply is either nonexistent or unreliable. Fourth, the
Aakash touchscreen makes it easier for students to navigate educational
content and makes learning more intuitive and fun. In sum, the Aakash
is simple. It is part of the Indian government’s broader initiative to extend
broadband access to twenty-five thousand colleges and four hundred
universities across India. Given its simplicity and affordability, the
Aakash has the potential to become a runaway success, not only in Indian
schools but also in academic institutions abroad. Even U.S.–based
experts who tested the Aakash in their labs gave it rave reviews.10

It is worth pointing out that jugaad innovators infuse simplicity into
not only how they design products but also how they interact with cus-
tomers, from the sale of their products and services to their delivery and
after-sales support. Such service innovation—that is, innovation in the way
jugaad innovators interact with customers, deliver services to them, or
use technology to support them—is crucial to simplifying and enriching
the user experience throughout the solution’s lifecycle. In particular,
many jugaad entrepreneurs who sell products to the base of the economic
pyramid in emerging markets rely on a grassroots network of distributors
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and technicians who make it easier for customers in villages to learn more
about a product, get it installed quickly, and have it maintained without
hassle. For example, SELCO, introduced earlier as a company that pro-
vides solar lighting to over 125,000 Indian village homes, relies on a vast
network of grassroots entrepreneurs who install and repair SELCO’s
solar lanterns on very short notice—even in the most far-flung villages.

Finally, jugaad innovators ensure that their solutions are simple but
not simplistic. There is an important distinction between the two. Jugaad
innovators follow Albert Einstein’s exhortation to ‘‘make everything as
simple as possible, but not simpler.’’ In other words, jugaad innovators
don’t necessarily try to simplify the nature of the problem the customer
is facing. Doing so runs the risk of producing simplistic solutions, ones
that may appear simple in the short term but prove ineffective in the
long run. Instead, jugaad innovators often embrace complexity but
mask it from customers by giving them a simple user interface. In
other words, rather than simplifying the problem the customer is facing,
jugaad innovators often simplify the use of the solution. As a result, they
produce robust and resilient solutions that address users’ complex needs,
comprehensively and sustainably.

For instance, Ushahidi, which originated in Kenya, is a simple
solution that relies on mobile SMS (text messaging) to coordinate
grassroots responses to cataclysmic events like hurricanes, earthquakes,
or epidemic outbreaks. According to the company website, the Ushahidi
platform enables ‘‘the gathering [of] crisis information from the general
public [and] provides new insights into events happening in near real-
time’’—in the aftermath of, say, an earthquake.11 Via text messages, the
general public can learn—and inform others—where food and medical
supplies are located, and receive SMS alerts when missing persons have
been found. Within hours of a cataclysmic event, Ushahidi can help
coordinate relief efforts in a highly targeted fashion: medical supplies
and food can be dispatched precisely to those locations that need
them the most, based on real-time information gathered by thousands
of people at the scene. Contrast this with the traditional hit-or-miss
relief management approach that is onerous and time-consuming:
as relief workers lack precise information on which specific locations
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need help the most, they plan their relief efforts in a top-down fashion
and take a scattershot approach to distributing food and supplies.
Ushahidi has been used successfully to rapidly and optimally coordinate
relief efforts in the aftermath of the 2010 earthquakes in Haiti and
Chile. It was also used by the Washington Post to map out blocked
roads and other information in the wake of the winter storms that hit
Washington, DC in 2010.12

The problems Ushahidi is trying to solve are overwhelmingly
complex, such as helping people affected by an earthquake or tsunami
rapidly locate the food and medical supplies they need. Traditional crisis
management tools tend to tackle such huge problems only superficially
or partially because the tools are too simplistic, as explained earlier. But
Ushahidi is able to address complex issues like disaster management in

their full depth and breadth with relative ease—thanks to an elegantly simple,
user-friendly, yet comprehensive bottom-up solution that leverages the
power of crowdsourcing.

THE BACKLASH AGAINST COMPLEXITY

The trend toward simplicity is also growing quickly in the West.
Although Western technology is more developed and Western con-
sumers are more sophisticated and affluent than their counterparts in
emerging markets, there are several reasons why Western companies
may benefit from keeping things simple:

• Customers are clamoring for simplicity. At the dawn of the twenty-
first century, Western customers are increasingly overwhelmed by
technology-driven complexity. For instance, 65 percent of Americans
complain that they ‘‘have lost interest in purchasing a technology
product because it seemed too complex to set up or operate.’’13 Similarly,
having overindulged in technology in the past two decades, Fortune 500
companies now want simpler IT systems that are affordable and easy
to deploy and maintain. These technology-jaded users now increasingly
equate simplicity with sanity.



Radjou c05.tex V2 - 02/16/2012 11:06 P.M. Page 117

Principle Four: Keep It Simple 117

• Generations Y and Z and baby boomers are rebuffing advanced technologies.

The members of generations Y and Z, who are willing to trade high
pay for flexibility and work/life balance, also eschew complex offerings
in favor of simplicity. For instance, a study at Stanford University found
that a majority of graduate students actually prefer the average-quality
MP3 version of a song played on their iPods to the high-quality CD
version, even though the latter is technically superior.14 Similarly, large
numbers of retiring baby boomers—confronted with health issues
such as deteriorating eyesight and arthritis—are put off by complex
consumer electronic devices that have too many features and are too
complicated to use.

• More citizens in the West are downshifting their lifestyles. A grassroots
cultural movement known as voluntary simplicity is growing across the
US.15 The movement calls for voluntary practices such as reducing
one’s material possessions or increasing self-sufficiency in order to
achieve a simpler, richer, and more meaningful quality of life. Studies
show that 15 to 28 percent of Americans have already voluntarily
adopted simplified lifestyles.16

• Overengineered products cost a lot of R&D money and time. In a time of
scarcity, Western companies can no longer afford to invest lavishly
in R&D to come up with complex products bloated with features
that require lengthy development cycles. As a result, several Fortune
500 companies are slashing their R&D budgets (which amounted to
a whopping $550 billion in 2010), reducing their products to a more
rational number, and simplifying their product development processes
to gain in efficiency and speed.17

• Nimble rivals are stealing market share using simplicity. Visionary compa-
nies such as Google and Facebook are democratizing technology by
making it simple and accessible—and thereby stealing market share
from technology rivals who produce overengineered, counterintuitive
products. Similarly, business software companies like SAP and Oracle
face competition from cloud computing vendors like salesforce.com,
which simplify the lives of tech buyers by reducing all the headaches
associated with expensive software upgrades.
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‘‘WHY MAKE IT SIMPLE WHEN WE CAN
MAKE IT COMPLEX?’’

Despite growing evidence that consumers want simplicity in the
products and services they buy—and despite the fact that overengineer-
ing products is no longer sustainable, as R&D budgets are increasingly
being slashed in the West—many Western companies nevertheless find
it hard to make simplicity a key tenet of their product development and
commercialization processes. There are several reasons for this.

First, Western companies often believe that customers aren’t willing
to pay a premium for products unless these products are loaded with
features and functions. Specifically, the fear of losing the power to
charge high prices and earn high margins makes companies shy away
from simplicity.

A second, related reason is that complexity has been lucrative in the
past. ‘‘New, improved’’ versions of products and services have allowed
Western companies to differentiate their new offerings from their own
(and other companies’) existing ones. That has helped companies con-
vince customers to keep upgrading—or replacing—existing products
with ever more complex ones. This in turn has helped companies secure
growth and a steady stream of revenues as well.

Third, Western companies are often stuck in an endless innovation
war with each other: a perpetual battle of one-upmanship, with each
company forced to out-innovate others in order to convince shareholders
and customers that they are still ‘‘in the game.’’

Fourth, companies don’t always design products with end users
in mind. In his book The Laws of Simplicity, John Maeda, president
of the Rhode Island School of Design, declares that it’s high time
we ‘‘humanize technology.’’18 Currently technology development is
anything but human-centric. Many of the features in new products are
determined not by deep customer observation but by the guesswork of
R&D and marketing teams, driven by their desire to create a better
version than the last one, often regardless of whether it adds value for
the consumer or not.19
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Finally, innovation metrics in Western companies—such as the
number of patents filed each year and the percentage of revenues
dedicated to R&D—currently measure and reward cleverness, not
customer value. The value of a product should not be measured by the
number of patents associated with it.20 Rather, it should be measured
by the experiential value it delivers to end users. For many users, the
best experience is a simple, seamless one. Yet most Western companies
continue to use the number of patents they file as a key yardstick to
measure how innovative they are.

Shifting the emphasis from R&D-driven complexity to customer-
valued simplicity, however, will require companies to make some funda-
mental changes in the way they develop products.

HOW TO SIMPLIFY YOUR PRODUCTS—
AND YOUR ORGANIZATION

Pursuing complexity for its own sake is increasingly self-defeating. Not
only are customers moving away from complexity and toward simplicity
in products and lifestyle, but R&D costs are high and rising, so pursuing
complexity is an increasingly expensive proposition for companies. In
such a context, it would be wise for Western business leaders to go
back to the drawing board and find ways to enshrine simplicity into
their value propositions and business models. The following strategies
may help Western companies respond to the new economic reality by
placing simplicity at the heart of what they do.

Redesign the Entire Organization Around Simplicity
Western companies cannot design simple products while keeping their
business operations complex. For instance, a customer may love the
ease of use of a firm’s products but hate the convoluted sales process
she has to go through to buy the product. Companies must therefore
simplify every interaction with their customers throughout the product
lifecycle—from the initial purchase to the actual use and even to
the product’s disposal—by streamlining not only their R&D and
manufacturing but also their sales and customer service processes.
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One company that has done just that is the electronics giant Philips,
headquartered in Amsterdam. In fact, the company redesigned its entire
organization—from R&D to manufacturing to customer support—to
serve customers better, using the simplicity principle. This process began
in the early 2000s when Philips received a big shock following the results
of a piece of market research it had commissioned. For more than a
hundred years, the company had built a reputation for exceptional tech-
nical performance, one that has yielded market-shaping inventions such
as the compact tape cassette and compact disc. Yet the two thousand
consumers it surveyed globally were now telling Philips that technical
superiority wasn’t what drove them to buy an electronics product.
If anything, consumers felt intimidated by the growing complexity of
technology: 30 percent of home-networking products were returned,
as users didn’t know how to set them up; and nearly 50 percent of
people postponed their decision to buy a digital camera, deterred by
its complexity.21 As Stefano Marzano, CEO and chief creative direc-
tor of Philips Design, observes: ‘‘People are ready for unobtrusive
technology.’’22

Sensing an opportunity, Philips’ management team decided to
reinvent its entire organization around simplicity—from the inside out.
The conglomerate pruned its portfolio of businesses from five hundred
to seventy and reduced the number of divisions from seventy to five.
It simplified customer service so end users got the same experience,
irrespective of the Philips business they were dealing with. Philips even
extended simplicity to its corporate communications: no PowerPoint
presentation was allowed to exceed ten slides, and all its annual reports
since 2009 have been made available only online. In a way, Philips
embraced voluntary simplicity as a new organizational principle.23

By first internalizing simplicity and then actively living it, Philips was
able to authentically engage customers in a discussion about simplicity.
The company launched a rebranding campaign themed ‘‘Sense and
Simplicity’’—which has since become its corporate motto.24 It even set
up a Simplicity Advisory Board made up of five leading global experts
in healthcare, lifestyle, and technology to help the company deliver on
its ‘‘Sense and Simplicity’’ promise.25 It began to proactively infuse the
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end user’s perspective into every aspect of new product development,
from ideation to prototyping and even packaging. For instance, Philips’
R&D team quickly redesigned the packaging for a new flat-screen
TV so the TV could be removed from a carton lying horizontally—a
decision made after pilot users struggled to pull the heavy set out of an
upright box.26 In recent years, Philips has launched a steady stream of
user-friendly products that have won rave reviews from customers and
industry experts for their ability to marry simplicity and performance.
In 2011, Philips bagged a record twenty-eight iF product design awards
for its new products that seamlessly marry advanced technologies,
sustainability, and a consumer-friendly design. These products included
the Daily Duo vacuum cleaner and the Econova LED TV.27

Distill Customer Needs to Their Bare Essence—and Design
Simple Products Around Them Simplicity advocates insist that
‘‘user-centric design’’ boosts the ease of use of products and services.
Although this is true, it is important to remember that the urgency
of customer needs varies widely. Western companies should zero in
on consumers’ most acute need (or pain point) and build a solution
around that need above all others. A master of this approach was Apple
cofounder Steve Jobs. Jobs elevated simplicity to an iconic status in
computing. In many ways, Jobs was the Michelangelo of the digital
age: he could take a piece of hardware, chip away the nonessential
pieces, and design wonderfully simple-looking products like the iPod,
the iPhone, and the iPad. In a rare interview, Jobs once told BusinessWeek:
‘‘Innovation emerges when saying no to thousands of things to ensure
that we do not take the wrong path or try to do too much.’’28

Design Simple Offerings from the Ground Up Rather than
stripping down existing high-end products—that is, defeaturing
them—companies need to design and build products from the ground
up so they truly embody the spirit of simplicity. This not only appeals
to customers but also helps reduce costs and helps companies come up
with more long-lasting breakthroughs in their innovation process.



Radjou c05.tex V2 - 02/16/2012 11:06 P.M. Page 122

122 Jugaad Innovation

One company that has learned the ineffectiveness of defeaturing
the hard way is Siemens AG. Headquartered in Germany, Siemens is a
global powerhouse in electronics and electrical engineering, operating
in the industry, energy, and health care sectors. Founded by an engineer
in 1847, Siemens employs around 30,100 researchers who come up with
about forty inventions each working day. It holds a total of 57,900 patents
and filed 4,300 patents in 2010 alone.29 Siemens sells highly engineered
products—ranging from power generators to high-speed trains to MRI
machines to wind turbines—to business users ranging from small to
large enterprises as well as local and national governments. Siemens
competes head-to-head with GE worldwide across all its businesses.

Seeking to escape the recessionary economic climate in the West,
Siemens has been aggressively expanding in the booming emerging
markets, and especially in Brazil, Russia, India, and China. Over the last
five years Siemens has more than doubled its sales in emerging markets;
these markets now account for 30 percent of the company’s global sales
revenues.30 Siemens’s initial go-to-market strategy in emerging countries
consisted of stripping down its existing Western products—such as its
expensive and overengineered MRI machines and power turbines—and
adapting them to local requirements. But this ‘‘product localization’’
strategy didn’t sit too well with clients in emerging markets who
complained that these localized products were still too costly and compli-
cated to use and maintain. As Armin Bruck, managing director of
Siemens’s Indian subsidiary acknowledges: ‘‘Entry-level users want
simple user interfaces. They do not need or appreciate bells and
whistles.’’31 This market reality led Peter Löscher, Siemens’s global
CEO, to recognize that his company’s products required a different
kind of innovation in emerging markets. ‘‘What counts here [in emerging
markets] is simplicity, not sophistication,’’ he notes.32

In 2005, the financial and labor constraints of emerging markets led
Siemens to come up with a bold new product strategy called SMART,
which stands for Simple, Maintenance-friendly, Affordable, Reliable,
and Timely-to-Market. Siemens defines SMART as finding new ways to
use old technologies and developing solutions that are ‘‘good enough’’
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for an initial market segment, while allowing them to be improved.
Besides cost-effectiveness, the SMART philosophy emphasizes ease of
setup, operation, and maintenance.33 As Armin Bruck points out: ‘‘Our
new [SMART] product initiative has been set up to design simple
products to meet the entry-level requirements [of emerging markets].’’34

SMART products are being designed cost-effectively from the
ground up in emerging economies such as India and China, using
entirely local R&D talent that owns end-to-end responsibility for devel-
oping these products. The Chinese R&D team, for instance, has
produced low-cost medical equipment like X-ray machines that can
easily be deployed and operated by hospitals in small Chinese towns
where skilled technicians are hard to find. Similarly, Siemens’s R&D
engineers in India are developing small local power grids that can use
multiple sources of energy—from solar to coconut shells—to supply
electricity to a typical Indian village of fifty to one hundred households.
These micro power plants can be set up easily and require limited
maintenance.35 Siemens estimates the market potential for SMART
products in India alone to be about ¤12 billion (US$15.6 billion).36

Siemens currently employs 15,500 R&D engineers across emerging
markets, many of whom are involved in SMART product development
projects. Over 150 products have already been generated in the SMART
category since its launch in 2005. In India alone, Siemens has over sixty
SMART products in the pipeline and plans to launch half of them in
2012.37 The company finds that by designing SMART products from
the ground up in emerging markets it can save 20 to 40 percent in
development costs, compared to adapting or locally producing products
designed in the West. Although SMART products are positioned as
entry-level products in Siemens’ global product portfolio, they are highly
profitable. Thanks in part to SMART products, Siemens generated
¤22 billion (US$28.7 billion) in revenues from entry-level markets in
fiscal 2010, double the amount it earned in fiscal 2005. Entry-level markets
now account for 30 percent of Siemens’s total global revenues—up from
20 percent in 2005.38 Even better, Siemens intends to sell these entry-
level SMART products to recession-weary customers in the United
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States and Europe who are looking for simple and affordable solutions.
For instance, Siemens’s Indian engineers—in partnership with German
engineers—have developed Fetal Heart Monitor, a device that monitors
the heartbeat of fetuses in the womb. This device uses simple but
ingenious microphone technology instead of expensive ultrasound. As
such, the device holds great market potential in both emerging and
developed economies.39

Embrace the Universal Design Philosophy to Boost the
Usability of Offerings Universal design is a philosophy that cel-
ebrates humanity’s diversity and exhorts companies to design products
that are usable by as many people as possible.40 Examples of universal
design include buildings with access for all instead of a separate entrance
for those with disabilities, unisex facilities where both men and women
have a place to attend to a child’s needs, and graphics on signs that can
be recognized and understood by anyone regardless of language.

OXO, the consumer product company, is one of America’s most
ardent corporate advocates of universal design. Over time, OXO has
built a well-deserved reputation for simplicity, and the company offers
products that are both technically superior and easy to use. How does
OXO pull it off? It zeroes in on the essence of the problem shared
by a large number of customers across demographic segments and
then designs user-friendly products that precisely meet customers’ latent
needs. This approach has helped OXO produce many best-selling
products whose simplicity appeals to a wider audience—including
kitchenware such as a salad spinner that can be used with one hand,
liquid measuring cups that can be read from above without bending
over, and kettles with whistle lids that open automatically when tipped
to pour.41 OXO even applied its universal design thinking to develop
an easy-to-use syringe for patients of all ages with rheumatoid arthritis
who struggle to administer self-injections.42

Get Engineers and Industrial Designers to Work Together
Bringing down the Berlin Wall may have been easier than dismantling
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the mental wall that keeps technology-enamored engineers and user-
centered designers separate. Yet that mental wall must be torn down
in order to achieve a proper balance between complex function and
simple design. Companies must recognize that incorporating simplicity
up front during the product conceptualization phase is several times
more cost-effective than doing it as an afterthought in the later stages
of the development process. Recognizing this fact, forward-thinking
companies such as Google and Facebook encourage engineers and
designers to work in cross-functional teams from the very start to
ensure that performance is not sacrificed for the sake of simplicity—and
vice-versa. At Facebook, for instance, communication and product
designers, engineers, writers, and researchers all work together in
multidisciplinary teams that create new product features with a shared
goal: keep improving the user experience without sacrificing simplicity
(see the detailed case study on Facebook later in this chapter).

Simplify Product Architectures and Reuse Platforms Across
Products R&D engineers are like craftsmen: they often like to create
their own technologies or components from scratch, even if comparable
technologies or components are readily available in the market. But this
‘‘reinvent the wheel’’ approach often leads to long product development
cycles and results in expensive, overengineered products. In a resource-
constrained economy, however, it is vital to reuse readily available
components to make ‘‘good enough’’ products that get the job done.
One way to do that is to simplify product architectures and reuse similar
parts across multiple products in a portfolio.

Mary Barra is attempting to do exactly that at General Motors (GM).
Barra, the highest-ranking female executive in GM’s history, is in charge
of design and engineering for all GM cars worldwide. Her boss, Dan
Akerson, GM’s CEO, has given her a tough assignment: shave several
months off GM’s three- to four-year-long product development cycle,
reduce development and production costs by 25 percent, and make
every GM car look cool and appealing. Barra is tackling this herculean
task with gusto, weeding out complexity from GM’s notoriously complex
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R&D processes by enshrining simplicity as a core tenet of GM’s new
product development approach.43

Two factors have historically plagued GM’s R&D processes. First,
given its decentralized culture, different brands across multiple geogra-
phies were all running independent, often redundant R&D projects.
This led to a proliferation of product platforms and higher costs. Sec-
ond, GM’s engineers had a predilection for creating every new car from
scratch. This made the whole product development process lengthier
and costlier. The result was a disorganized, underoptimized global R&D
organization as complex as a jigsaw puzzle.

Barra is striving to streamline and simplify this chaotic structure by
creating global platforms. These will allow every GM brand to be built
off the same core architecture, whether it is produced in the United
States, Europe, China, India, or Brazil. Such global platforms will
allow engines and subsystems to also be shared across brands—gaining
huge cost savings and faster time-to-market for all new GM models
worldwide. Currently, only 30 percent of GM’s products share global
core architectures. By 2018, however, Barra wants 90 percent of GM’s
models to be built on global platforms.44

Platform sharing is only one facet of Barra’s great simplification
strategy. The other facet is called lightweighting (aka mass reduction). The
goal is to simplify the core architecture itself in order to make cars
that are significantly lighter. Lightweighting happens when you make
hundreds of small reductions of mass in the entire product architecture;
for instance, by replacing heavy steel and aluminum with lighter carbon
fiber. The net result will be far better fuel efficiency, an obsession with
carmakers like GM since U.S. legislators passed a new law in July 2011
imposing stringent mileage requirements. U.S. automakers, including
GM, are engaged in a race to improve their cars’ current average 27.5
miles per gallon performance to 54.5 mpg by 2025—as required by the
new law.

At the outset, Barra’s efforts to simplify GM’s development processes
may appear to stifle the creative freedom of its R&D engineers. However,
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these constraints could provide the spur for developing a jugaad mind-
set at GM by fostering healthy ‘‘coopetition.’’ Indeed, one can imagine
GM’s R&D teams across the United States, Europe, and Asia collabo-
rating to simplify the core product architecture—while simultaneously
competing with each other as jugaad innovators to show which region
can develop the hippest and most affordable, user-friendly, and sustain-
able cars, all using the same simplified core product architecture.45

Make It Simple, Not Simplistic Simplicity is often the most
powerful antidote to complexity. But simple does not necessarily mean
simplistic—realistically, complexity can be neither ignored nor avoided.
Rather, innovators must embrace the complexity of a problem and then
find a simple way through or around it. Consider the Google search
engine. The technology behind it is the stuff of rocket science: the
search software can solve, in less than a second, an equation of more
than five hundred million variables to rank eight billion web pages
by relevance. But the three hundred million users who do two billion
searches every day on Google are totally oblivious to the complex
algorithms executed behind the scenes every time they choose Search.
Google’s minimalist and intuitive home page cleverly hides the highly
complex functionality of its search engine.46

According to Marissa Mayer—currently Google’s vice president
of location and local services and previously in charge of the search
site’s look and feel, a role in which she acted as Google’s ‘‘simplicity
cop’’: ‘‘Google has the functionality of a really complicated Swiss Army
knife, but the home page is our way of approaching it closed. It’s
simple, it’s elegant, you can slip it in your pocket, but it’s got the great
doodad when you need it.’’ Building on this metaphor, Mayer compares
Google’s competitors’ products to ‘‘an open Swiss Army knife’’—which
can intimidate users and even potentially harm them. It’s this obsessive
attention to simplicity that helps explain why Google controls a nearly
60 percent (and growing) share of the search market.47

In sum, Western companies can gain in simplicity by focusing on
customer needs, rationalizing their product architectures, streamlining
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their R&D processes, and boosting collaboration between designers and
engineers—just as Siemens, GM, and Google have done. Ultimately, to
make simplicity part of their DNA, Western leaders must redesign their
entire organizations around simplicity—a bold move undertaken by
large corporations such as Philips and digital-age start-ups like Facebook.

HOW FACEBOOK IS LEADING THE
LOW-TECH REVOLUTION

Facebook, the social networking site, understands the importance of
creating an interface of simplicity for the rich social media content
it provides to its hugely diverse user base. By making simplicity the
lynchpin of its product design strategy, Facebook has developed an
easy-to-use social networking site that has rapidly conquered the hearts
of more than eight hundred million users worldwide.

Nearly half the U.S. population has a Facebook account. Enter-

tainment Weekly, in placing Facebook on its end-of-the-decade ‘‘best-of’’
list, wondered: ‘‘How on earth did we stalk our exes, remember our
co-workers’ birthdays, bug our friends, and play a rousing game of
Scrabulous before Facebook?’’48

Facebook’s huge popularity and global appeal stem largely from its
hyper-simplified user interface. Compared to some other flashy sites,
Facebook may even feel anachronistic. The website has a clean look:
easy-to-navigate content, few menu options, and no glitzy graphics.
Creating new content on Facebook is a breeze; you don’t need to be an
expert web developer to do so. This may explain why, as of this writing,
the average Facebook user creates over ninety pieces of content per
month, adding up to more than thirty billion pieces of shared content
across the network. In sum, Facebook’s interface is so simple that even
kids can use it, and so they do! According to ConsumerReports.org,
there are 7.5 million children under thirteen with Facebook accounts.

Facebook’s minimalist interface is not an act of randomness: it
was intentionally designed using a frugal and inclusive principle called
‘‘social design.’’ Unlike traditional software design that produces abstract



Radjou c05.tex V2 - 02/16/2012 11:06 P.M. Page 129

Principle Four: Keep It Simple 129

technology algorithms, social design develops new features based on how
real people interact in the real world. The proponents of social design
seek to improve the way people build human-to-human—rather than
human-to-interface—connections on the Web. As Kate Aronowitz,
Facebook’s director of design, explains:

Simplicity is key in creating ‘‘social design,’’ which is really
just about designing products around people. So when we talk
about design, we’re not just talking about color schemes and
shapes—we’re also talking about product design that puts people
at its center. For instance, a lot of people look at Facebook’s muted
blue and white color scheme and wonder where design plays a role.
The real art here is that the product falls into the background so that
people remember their interactions with their friends, not the site
itself. Ultimately, the challenge of social design is in creating a prod-
uct that seamlessly enhances both online and offline interactions.49

To deliver such authentic experiences to users, Facebook designers
use everyday English words, rather than jargon or buzzwords, for
features on the site. As Christopher Cox, vice president of product,
explains: ‘‘In 2005, we decided to create a photo product that we called
Photos. Other people at the time were using names like Flickr, Picasa,
Photobucket, right? Very niche-y. Instead, we use common words. We
recede into the background. We design a place where there aren’t new
objects to trip over. Photos are photos. Chat is chat. Groups are groups.
Everything just is.’’50

‘‘Receding into the background’’ doesn’t come easy to Silicon
Valley start-ups, which generally like to impress users with their tech-
nological prowess. But on Facebook, the user is king. And this user
can be logging in from New York, Cape Town, Mumbai, or Ulan
Bator. In an effort to accommodate the mind-boggling diversity of its
soon-to-be one-billion-user base, Facebook prefers to opt for the most
universal basics when introducing new features—so that any user in
any continent can intuitively understand and use them regardless of
age, cultural background, and technical ability. Take, for example, the
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Like, Comment, and Share features that let you share your opinion of
a photo, link, or status update. These inconspicuous and easy-to-use
features have been a huge hit with users worldwide, irrespective of
the language they speak. In many ways, the Facebook vocabulary is
providing the building blocks for a long-elusive universal language that
strives to unite humanity while simultaneously celebrating its diversity.

Reena Jana, a former editor at BusinessWeek who has extensively
studied Facebook’s design culture, notes that the ‘‘plainness’’ of Face-
book’s site may appear unsophisticated to the cognoscenti of the design
world—museum curators and creative directors—who view the inter-
face as ‘‘cold’’ and ‘‘unengaging.’’ But Jana believes these design
experts are evaluating Facebook using traditional frames of reference,
whereas Facebook is creating a whole new design paradigm—one that
seeks to replicate offline human connections online by keeping them
straightforward and genuine.51

By favoring simplicity over sophistication, Facebook is initiating a
veritable revolution in the global technology sector—one that could be
called the ‘‘low-tech revolution.’’

CONCLUSION

Jugaad innovators accommodate the tremendous diversity of customer
needs in emerging markets by integrating simplicity into their culture
and their solution design—much as Philips, Siemens, Google, GM, and
Facebook are doing in the West. This simplicity makes their solutions
affordable and accessible not only to mainstream customers but also to
those who live on the margins of society. Indeed, driven by empathy
and a sense of social equity, jugaad innovators often use their creativity
to devise inclusive business models that profitably meet the needs of the
underserved consumer segments that are ignored by traditional enter-
prises. In the next chapter, we explore how by ‘‘including the margin’’
jugaad innovators can extend the reach of their offerings to a much
larger audience in a socially equitable and economically viable fashion.
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CHAPTER SIX

PRINCIPLE FIVE
Include the Margin

We need a system of inclusive capitalism that would have a twin

mission: making profits and also improving lives for those who don’t

fully benefit from market forces.

— BILL GATES, CHAIRMAN, MICROSOFT CORPORATION

In 2004, Dr. Rana Kapoor quit his job with a multinational company
to start an inclusive bank: one that would sustainably serve the

financial needs of the broadest possible swath of consumers. Dr. Kapoor
felt strongly that banks should be servants of a country’s economy rather
than its arrogant masters. His vision of serving the needs of the Indian
economy extended to the six hundred million Indians who had no
access to a bank. To turn his vision into reality, he staffed his new
venture—a ‘‘responsible bank’’ he named YES BANK—with some of
the industry’s most brilliant minds. He invited these recruits to apply
their creativity to meeting the financial needs of average Indian families
and businesses.1

Over the years, YES BANK has pioneered many initiatives to make
financial services accessible to the masses—either directly or through
intermediaries. It uses sophisticated financial tools—so far available
only to big businesses—to develop offerings for small and medium
enterprises and nonprofit organizations. Specifically, it borrows cutting-
edge products used in high-end investment banking and adapts them
for development banking—by, for example, securitizing the microloans
of microfinance institutions (MFIs) and selling them to institutional

131



Radjou c06.tex V2 - 02/14/2012 9:11 P.M. Page 132

132 Jugaad Innovation

investors as convertible debentures. In doing so, these MFIs gain
access to additional capital, which allows them to lend money to even
more people.2

YES BANK—founded by a jugaad entrepreneur—is particularly
keen to support the development of micro entrepreneurs who have so
far been excluded from the traditional banking system. To that end, the
bank has developed several simple but effective financial inclusion tools
to streamline access to capital for micro entrepreneurs. For instance,
YES BANK noticed that there was no viable solution in the market for
credit appraisal of micro entrepreneurs who neither maintain formal
business records nor file business details with authorities. To address
this shortcoming, the bank developed the Credit Appraisal Toolkit
(CAT): an Excel-based data analysis tool that compares details orally
provided by a micro entrepreneur applying for a loan against those
collected earlier from his or her peers for a better and quicker credit
approval decision.3

More important, YES BANK’s inclusive model—fueled by jugaad
innovation—is profitable. Even though 46 percent of the bank’s loans
are extended to underserved segments of the Indian economy, it still
earns 2 percent over its cost of lending, whereas most banks earn
1 to 1.5 percent less than what lending costs them. Riding on the
back of his successful banking model, Dr. Rana Kapoor intends to
grow YES BANK’s revenues from $4.6 billion today to $30 billion by
2015. Dr. Kapoor points out: ‘‘At YES BANK, our primary focus is
enabling social sustainability, which in turn helps drive our business
sustainability. We serve the marginal segments of our society not as
part of a CSR initiative, but as a core component of our inclusive
business model. I don’t see any contradiction between doing good for
my society and doing well for my shareholders.’’

Emerging markets are full of jugaad innovators who, like Dr. Rana
Kapoor, are successfully including marginal segments of their society,
both as consumers and as employees. These innovators are showing
how including the margin not only enables greater social good but
also makes great business sense: it is profitable and drives innovation.
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In this chapter we look in detail at how and why jugaad innovators
include the margin.

Many Western companies, in contrast, often ignore marginal con-
sumers and employees. They view these groups as unprofitable, too
complex to serve, or not sufficiently valuable to include in their innova-
tion processes. And this is despite growing diversity in the West—due to
an aging workforce and expanding ethnic minorities—and the increas-
ing number of economically marginalized even in the middle class. In
this chapter, we also explore how Western companies can learn from
jugaad innovators like Dr. Rana Kapoor to profitably include marginal
groups.

INCLUSION: A MORAL IMPERATIVE THAT
MAKES BUSINESS SENSE

To understand what drives jugaad innovators like Dr. Rana Kapoor to
include marginal consumer segments in their for-profit business models,
we need to first understand the environment in which jugaad innovators
operate. As we’ve discussed in previous chapters, emerging markets
possess three features—scarcity, diversity, and interconnectivity—that
together constitute an imperative to include the margin.

First, as we pointed out in Chapter Three, emerging markets
are characterized by pervasive scarcity on many fronts. Because of
underdeveloped infrastructure, ineffective governments, and acceler-
ated population growth, millions of people in Africa, India, and Latin
America lack access to basic services like health care, education, and
energy. In India alone, over six hundred million mostly rural citizens
are excluded from the banking sector, and a nearly equal number live
outside the reach of the electricity grid. There is an upside, however, to
this widespread scarcity: millions of excluded citizens equals millions of
potential customers. For entrepreneurs willing to rise to the challenge,
the choice to include the margin promises many potentially lucrative
opportunities to build entirely new businesses.
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Second, many emerging economies are also characterized by
mind-boggling diversity. The sheer social, economic, and cultural
heterogeneity of these populations (India alone has 22 recognized
languages and over 2,500 dialects) exacerbates the challenges posed by
scarcity. Thus exclusion cannot be addressed with a one-size-fits-all
approach—wherein, for example, a single product or service serves the
majority of the population—an approach that is often favored by large
corporations. Instead, inclusivity requires an approach to innovation
that is sensitive to individual differences and local circumstances.
The intellectual and creative challenge of serving the diverse needs
of a large number of people in an economical way is a great spur to
jugaad innovators.

Third, deepening interconnectivity in emerging markets both amplifies
the sense of exclusion and offers interesting ways to reduce it. Even
poor people in remote villages in Africa or India now have access to
cable TV and can see what they are missing out on. This ability to see
what the world has to offer drives them to aspire for better and
more things. Pervasive cellphone ownership—India alone adds ten
million cellphone subscribers a month, a majority of whom are in rural
areas—creates many new opportunities for inclusion. For instance,
even small entrepreneurs can now leverage mobile computing as a
cost-effective platform to deliver education, health care, and financial
services to the masses.

In sum, scarcity, diversity, and interconnectivity are together driving
jugaad innovators like Dr. Rana Kapoor to build their businesses around
the needs and aspirations of marginal consumers and employees. But how

do these innovators successfully and profitably include such marginal
groups and what underpins their ability to do so?

COCREATING VALUE WITH THE MARGIN

Jugaad innovators like Dr. Rana Kapoor are uniquely attuned to
respond to the external pressures and opportunities they face. They
often live close to marginal segments, they perceive these segments’
unmet needs first-hand, and they have an intuitive grasp of how to
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meet them. They also have a sense of fairness that drives them to make
basic services like education, health care, and energy accessible to all.
Finally, jugaad innovators believe in what Bill Gates calls ‘‘creative
capitalism’’—that is, they know how to employ for-profit business
models to bring about social change.4 Jugaad innovators work with
these traits to successfully reach the excluded in the following ways.

Approaching Marginal Groups as Whole New Markets
Jugaad innovators don’t merely treat marginal groups as one more
segment on which to dump their existing products. Instead, they
approach marginal groups as whole new markets that need to be
served with entirely new business models. For instance, large technology
vendors boast about the accessibility features built into their existing
products to enable the physically challenged to use them. But few of
these companies come up with new products—let alone whole new
business models—dedicated to serve, say, blind people.

A notable exception is Abhi Naha of the cellphone company Zone V.
After two decades of executive-level experience in the tech sector, Naha
founded Zone V with the express intention of developing cellphones for
exclusive use by blind and partially sighted people worldwide.5 Globally,
there are 284 million blind and partially sighted people, two-thirds of
whom are women.6 Naha is particularly determined to empower blind
women through mobile technology—especially in developing nations
where such women are outcasts and are excluded from educational and
economic opportunities.

In 2013 Zone V will introduce three models of cellphones. The first
model will be a high-end smartphone with a simplified user interface
targeted at elderly people in Europe (and later in the United States) with
regular eye sight—but which can also be used by blind and partially
sighted people. The second will be a mid-range smartphone primarily
for blind and partially sighted people in urban areas of emerging
markets. And the third will be a basic low-cost phone with valuable
features for blind people who live at the bottom of the socioeconomic
pyramid. All three models will be codeveloped and comarketed with a
global network of design, manufacturing, and distribution partners.
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Naha estimates the global cellphone market for blind and partially
sighted people as well as regular-sighted senior citizens to be more
than ¤1 billion (US$1.36 billion). Zone V will operate as a for-profit
company and will initially target blind and partially sighted people in
Western economies with easy to use yet beautifully designed cellphones.
Some of the profits from the sales in Europe and the United States will
help Zone V create ultra-low-cost phones that will be supplied to blind
women in India and Africa on a not-for-profit basis. Abhi Naha is truly
a visionary. What else can one say of someone who aspires to create a
world in which the lack of sight does not mean a lack of vision?

Helping Everyone Climb Up Maslow’s Hierarchy of Needs
Jugaad entrepreneurs recognize that even low-income consumers have
high aspirations and are eager to climb up Maslow’s hierarchy of needs.
(According to the American psychologist Abraham Maslow, people
face a hierarchy of needs: basic requirements such as food and safety
come first, followed by higher level needs such as belonging, status, and
esteem, with self actualization at the top.)

Jugaad innovators do not, therefore, short-change low-income con-
sumers on quality: they know that although these consumer are low
earners, they are high yearners. As such, jugaad innovators strive to offer
marginal segments products of value that are nonetheless affordable.
For example, as mentioned before, YES BANK has adapted high-end
investment banking products for development banking—which in turn
help microfinance institutions (MFIs) gain access to additional capital
so they can offer micro loans to even more people.

Likewise, Zone V is infusing even its low-cost phones with high-end
design to make them more desirable to blind women in developing
nations. To that end, Naha has hired Frank Nuovo as Zone V’s chief
designer. Nuovo is the former chief of design of Nokia and the co-founder
of Vertu—Nokia’s offering for the luxury phone segment (which repre-
sents a $1 billion market)—where he remains principal designer. While
continuing to design diamond-encrusted phones for the super-rich,
Nuovo has joined Zone V determined to make luxury affordable and
accessible to the masses. In particular, he is designing phones for Zone



Radjou c06.tex V2 - 02/14/2012 9:11 P.M. Page 137

Principle Five: Include the Margin 137

V that are cool yet inexpensive and that deliver a high-end experience
to blind consumers at the bottom of the pyramid—giving them a phone
they can be proud to own and that can help elevate their status within
their community (see Chapter Three for more examples of how jugaad
entrepreneurs deliver more value at a lower cost for more people).

Although people at the bottom of the pyramid do worry about
meeting their basic needs, like food and shelter, they also have higher order

needs such as being entertained or looking beautiful. Many companies,
especially multinationals, fail to see this. Rama Bijapurkar, the Indian
marketing guru and author of Winning in the Indian Market,7 says: ‘‘Every
kid—poor or rich—has a right to be entertained. It is a basic right.
Yet Western theme parks, with their steep entry fees, tend to exclude
low-income people. Such an exclusive business model won’t work in
an emerging market like India where three hundred million people still
earn $1 a day—and yet want to be entertained.’’8

As if speaking directly to this point, Xavier López Ancona, a
Mexican entrepreneur, founded KidZania in Mexico City in 1999 to
make entertainment more inclusive—as well as increase its educational
value. KidZania is a reasonably priced indoor theme park where four-
to twelve-year-old kids play at being adults in a realistic, safe, and fun
environment. At KidZania, kids perform ‘‘real world’’ jobs—as doctors,
TV anchors, firefighters, police officers, pilots, or shopkeepers—and are
paid in ‘‘kidZo’’ currency that they use to buy goods and services. In
their role-play, kids get guidance and support from adult ‘‘Zupervisors.’’
Built to scale for kids, KidZania is complete with paved roads, cars,
buildings, an active economy, and real-world establishments like hospi-
tals, banks, fire stations, and supermarkets. The success of the Mexico
City park—ten million children have visited it to date—encouraged
Ancona to open more parks not only in emerging-market cities like
Jakarta and Dubai but also in Tokyo, Seoul, and Lisbon. To date,
twenty million people have visited KidZania parks worldwide. Walt
Disney Parks and Resorts and Six Flags had better watch out: KidZania
is planning its U.S. entry in the near future.9

Similarly, in the early 1990s, Heloı́sa Helena Assis—known as
Zica—recognized the basic need of underprivileged women to look
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beautiful. A former hairdresser who grew up in a family of thirteen
children in the favelas (urban slums) of Rio de Janeiro, Brazil, Zica was
aware that these women couldn’t afford to go to expensive beauty salons
or spas in cities that charge a premium for services like hair care. She also
noticed Brazilian women tended to go to hair salons to straighten their
curly hair. Zica thought: ‘‘What if I could come up with a product—and
a unique process for applying it—that can enhance Brazilian women’s
curly hair, rather than straighten it? That would help these women
find beauty in their natural looks.’’ After several experiments on her
own curly hair, she came up with the right formula—a cream that
could hydrate and relax it and preserve its natural structure without
straightening it.10 She patented her proprietary formula under the name
Super-Relaxing. As a logical next step, in 1993 Zica opened a hair salon
in Rio de Janeiro named Beleza Natural, where she could test her
Super-Relaxing formula on real customers. The formula and the salon
were a hit. Zica immediately expanded her business and opened more
salons with three other partners.

Beleza Natural currently operates twelve salons, located in Rio
de Janeiro, Espı́rito Santo, and Bahia, primarily targeting low-income
women. These salons are all operated by local community women. Each
salon serves up to a thousand customers a day, treating up to forty clients
at a time through a fast seven-step process. The salons now also sell
a complete line of hair care products—developed by Beleza Natural’s
manufacturing unit, Cor Brasil, in partnership with leading researchers
in top Brazilian universities.11 Beleza Natural currently serves over
seventy thousand customers, and the company’s sales revenues are
growing at 30 percent a year. Since 2005, Beleza Natural has increased
its revenues by 918 percent and has expanded its workforce by 214
percent—today employing more than 1,400 people. ‘‘Above all, we sell
self-esteem,’’ explains Assis. ‘‘I saw an opportunity to make all Brazilian
women feel beautiful, [regardless of] their financial means.’’12

Cocreating Value with Customers and Partners Throughout
the Value Chain Jugaad innovators don’t view customers as merely
passive users of their products and services. Recognizing the diversity
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of customer needs, they invent new solutions from the ground up by
working closely with marginal groups to identify their unique needs.
They then engage local communities and partners to set up a grassroots
value chain to locally build, deliver, and support their solutions—making
these solutions in turn affordable, accessible, and sustainable.

For instance, to effectively serve the six hundred million unbanked
Indians, YES BANK is constantly experimenting with new technology-
powered inclusive business models that tap a vast network of partners.
The YES MONEY service is one such initiative. As part of this initiative,
the bank has teamed up with various payment platform companies like
Suvidhaa Infoserve and Oxigen Services which offer payment services
through about two hundred thousand mom-and-pop retail stores in
urban and rural areas. YES BANK has helped these companies to deploy
a specialized ‘‘domestic remittance’’ module, allowing, for example,
migrant workers in cities to send money to their families in far-flung
villages through the National Electronic Fund Transfer (NEFT) system.
Compared to money order remittance services (offered by India Post, a
government undertaking), YES MONEY is about five times cheaper and
five times faster. YES MONEY also offers a cost-effective alternative to
Western Union. Moreover, the majority of the fees collected are passed
back to the payment platform companies and the retailers—creating
value for all partners in the YES MONEY ecosystem.13

Like YES BANK, Zone V is positioning its products as tools for
economic empowerment rather than for passive consumption. Zone V’s
phones can therefore enable blind women in rural India to manage not
only the finances of their households but also those of their neighbors and
the village council. In this way, the individual phone becomes a vehicle
for driving socioeconomic growth in an entire community. To make all
this happen, Zone V will rely on a host of partners. It has outsourced
its design and manufacturing to contract engineers and manufacturers
and relies on nongovernment organizations (NGOs) like Sightsavers
to distribute its phones in emerging markets like India—especially in
rural areas. More important, Zone V will create a platform for third-
party software developers to develop ‘‘inclusive apps’’ for its phones.
These apps will be available at different price points depending on the
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customer segment and the phone being used. Naha believes that many
mobile app developers will be motivated to create solutions that meet
the basic needs of blind people worldwide.

In emerging markets, jugaad innovators often partner with
state-level and local governments to make health care, education, and
financial services more inclusive. For instance, GE Healthcare has
signed a performance-based service contract with the government of
the Northwestern Indian state of Gujarat. Under the terms of this
public-private partnership agreement, GE-trained partners will operate
and maintain all the medical equipment installed in government-run
hospitals in the smaller cities of Gujarat. Rural hospitals, for their
part, won’t need to invest in expensive equipment or scramble to
recruit qualified technicians. Nevertheless, they will be guaranteed
higher equipment uptime and lower utilization costs—all of which will
translate into cost-effective and high-quality care for rural patients.14

Scaling Up Personalized Solutions with Technology
Jugaad innovators cleverly employ technology—especially mobile
computing—to reduce the cost of delivering services to marginal
segments. They also leverage technology to customize their offerings on
a large scale. A case in point is Reuters Market Light (RML), a mobile
phone service developed by Thomson Reuters in India. RML delivers
to farmers customized and localized weather forecasts, local crop prices,
agricultural news, and other relevant information (namely relevant
government aid schemes), in the form of three SMS messages sent daily
to their mobile phones in the local language. Such customized and
timely information enables farmers to better plan their activities such as
irrigation, fertilizer use, and harvesting. As a result, farmers can better
manage risks and improve their decisions regarding when and where to
sell their produce to maximize profit. The service costs a mere 250 rupees
(US$5) for a three-month subscription. As of 2011, some 250,000 Indian
farmers from over fifteen thousand villages had subscribed to RML.
Thomson Reuters estimates that over a million farmers across at least
thirteen Indian states have benefitted from the RML service. Moreover,
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farmers have reaped substantial returns from their investment in RML.
Some have realized up to 200,000 rupees (US$4,000) in additional
profits, and savings of nearly 400,000 rupees (US$8,000) with an
investment of only US$5 in subscription costs.15

Another jugaad innovator using technology to bring low-cost
services to the masses is Dr. Liu Jiren, chairman and CEO of Neusoft,
China’s largest IT solution and service provider. Dr. Liu, a former
professor of computer science, is worried that the Chinese, thanks
to sustained double-digit economic growth, ‘‘have accumulated lots
of wealth in the past two decades, but have also accumulated lots of
diseases as they got richer.’’16 It is estimated that ninety million Chinese
suffer from diabetes and two hundred million may be suffering from
cardiovascular diseases. The explosion of chronic diseases—which are
particularly devastating for low-income Chinese in rural areas—is forc-
ing the government to invest in a health care system that has so far
been deficient or nonexistent in the rural areas, which lag behind urban
areas in medical resources and health care infrastructure. But Dr. Liu
warns: ‘‘If the Chinese government were to build a health care system
to serve 1.3 billion Chinese modeled on the United States [where health
care spending is projected to account for 20 percent of GDP by 2020]
we will need a huge budget which will soon bankrupt our country. We
need an alternative health care model that is smart, affordable, and
inclusive. We need a model that focuses on—and enables—disease
prevention rather than treatment.’’17

For its part, Neusoft has developed several low-cost but
high-tech solutions, such as affordable health monitoring devices and
telemedicine solutions for rural hospitals to serve low-income Chinese
patients. More impressively, Neusoft has developed a cutting-edge
wristwatch for chronic disease patients to use as a mobile health
monitor. On a regular basis, the watch collects bio indicators from
sensors attached to the patient’s body. This dynamic data is sent to
Health Cloud, a cloud computing–based expert system. Health Cloud
analyzes the data using a health care knowledge database and offers
customized advice to the patient in terms of exercise plans and diet
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regimen, thus helping the patient make healthy lifestyle changes.18 For
instance, if you are overweight, the system will suggest a three-month
jogging plan, monitor and report back your progress daily, and even
suggest improvements when needed.

Dr. Liu notes that in a rapidly aging China—where family ties are
important and the over-sixty-five population is projected to increase
from 130 million in 2010 to some 222 million by 2030—these wrist-
watches and home health monitors have become popular gifts from
young Chinese to their parents.19 Through these gifts, young Chinese
can remotely track their parents’ health—through daily reports on
their mobile phones—and proactively tend to their well-being. Dr. Liu
believes that Neusoft’s ability to serve marginal groups (such as the
elderly and the rural poor) faster and cheaper by harnessing affordable
technologies like cloud computing gives the company an advantage over
Western multinationals. He says: ‘‘We don’t have the resources of a
large multinational corporation, but we identify opportunities in under-
served markets early on and execute fast on them by harnessing the
power of technology—especially cloud computing, which significantly
lowers the cost of service delivery in sectors like health care.’’

Jugaad innovators like Dr. Liu successfully include the margin by
approaching marginal groups as whole new markets, helping everyone
climb up Maslow’s hierarchy of needs, cocreating value with customers
and partners throughout the value chain, and making clever use of
affordable technology to scale up their personalized solutions. As West-
ern nations become increasingly diverse, however, there is a growing
urgency for Western companies to pay close attention to the margin.

THE MARGIN IS BECOMING THE MAJORITY

In coming years, ‘‘marginal’’ segments in the West will no longer be
marginal; they will become bigger, possibly much bigger. And the number
of marginal consumers will increase across a number of dimensions:
age, ethnicity, and income.

Take age. In the next fifteen to twenty years, the number of
Americans over sixty-five will double. In the same period, the number
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of Americans over eighty-five will triple. This shift will be even more
dramatic in Europe. The continent already has nineteen of the world’s
twenty demographically oldest nations. By 2030, nearly 25 percent of
Europeans will be older than sixty-five, up from about 17 percent in
2005. As a result, the U.S. Census Bureau estimates that by 2030 the
European Union will experience a 14-percent decrease in its workforce
and a 7-percent decrease in its consumer populations.20 All this means
that American and European companies will need to tend to a rapidly
aging workforce and learn to serve aging consumers—many of whom
belong to the assertive baby boomer generation which is used to getting
what it wants given the sheer strength of its numbers.

The good news is that this senior market is a highly lucrative one.
In the UK, the over-fifties spent £276 billion (US$437 billion) in 2008,
making up around 44 percent of total family spending in Britain.21 In the
United States, the over-fifties’ annual after-tax income is estimated to be
$2.4 trillion, accounting for some 42 percent of all after-tax income.22

The bad news is that existing products and services are often not tailored
to aging consumers’ needs. Ian Hosking, senior research associate
at the Engineering Design Centre at the University of Cambridge’s
Department of Engineering, points out: ‘‘Aging populations exhibit an
increasing variation in functional capabilities such as vision, hearing,
and dexterity. In general these abilities reduce with age. Even though
it may seem obvious to design inclusive products, many products are
targeted at young, able-bodied users. As a result, they are neither
accessible nor desirable to older users. At the same time, the products
that we use every day seem to grow ever more complex to operate.’’23

Western companies will miss out on a big market opportunity if they
fail to adapt their offerings to the requirements of the rapidly aging
consumer base in the United States and Europe.

Western populations are not only aging, they are also becoming
more diverse and multicultural. For instance, the percentage of children
in the United States with at least one foreign-born parent rose from
15 percent in 1994 to 23 percent in 2010. Similarly, more than half of
the growth in the U.S. population between 2000 and 2010 came from the
increase in the Hispanic population, which rose 43 percent to 50.5
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million during that period; these Hispanic consumers are likely to form
the majority in states like California within a generation. It is estimated
that the Hispanic consumer group has a collective buying power
of about $1 trillion.24 The Census Bureau projects that the share of
ethnic and racial minorities will reach 54 percent of the total U.S. pop-
ulation and surpass that of non-Hispanic whites by 2042—eight years
sooner than expected.25

The demographic makeup of Europe is also bound to change
rapidly. Muslims, who currently account for 5 percent of the overall
population of the European community (reaching 10 percent in France),
are expected to account for 20 percent by 2050.26 But long before
that, countries such as Britain, France, Spain and the Netherlands
will have surpassed that figure. As the working-age population rapidly
decreases, European governments will have no choice but to liberal-
ize their immigration policies if they wish to sustain their economic
competitiveness. This growing ethnic and cultural diversity of West-
ern populations will force corporations to innovate their products and
services to meet the differing needs of minority consumers.

Another key factor contributing to the diversity of Western
populations is the rise of Generation Y and Z workers, with their
idiosyncratic values and expectations. Many studies show that Gen
Y and Z employees consider themselves widely misunderstood in
the workplace and feel alienated—primarily because the hierarchical
structures and top-down communication styles of Western corporations
are at odds with the collaborative spirit of Gen Y and Z workers. Unless
Western companies find an innovation mechanism to keep their Gen Y
and Z employees fully engaged, these young workers are likely to feel
marginalized and leave for organizations that truly capitalize on their
creative talents.

Finally, there has been a dramatic shift in income in the United
States, where the lingering recession has pushed more people into
poverty. In 2010, 15.1 percent of Americans (or 46.2 million people)
were living below the official poverty line, the highest level since
1993 (in 2009, the percentage was 14.3 percent).27 More worryingly,
America’s consuming middle class, which accounts for 70 percent
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of national spending and forms the bedrock of the U.S. economy,
is shrinking. According to Pew Charitable Trusts, nearly a third of
Americans who belonged to the middle class as teenagers in the 1970s
have slipped below it as adults.28 The study highlights the relative ease
with which even Americans who started life with advantages can end
up in low-income, low-opportunity circumstances.

And although it has become easier to be downshifted economically,
it has become harder to climb back up the socioeconomic ladder.
Median incomes in the United States have remained stagnant for the
last thirty years. (In 2010, the median U.S. household income was
$49,445, down slightly from $49,777 in 2009.) Adjusted for inflation,
the middle-income family earned only 11 percent more in 2010 than
it did in 1980, whereas the richest 5 percent in America have gained a
42-percent income boost. In sum, the bottom 60 percent of U.S. house-
holds experienced an income reduction in 2010, whereas households
making $100,000 and above enjoyed an increase in income. As a result,
the 5 percent of Americans with the highest incomes now account for
37 percent of all consumer purchases.29

An economy rife with such inequality and downward mobility—the
so-called ‘‘plutonomy’’—is simply not sustainable.30 In an op-ed
entitled ‘‘The Limping Middle Class,’’ Robert Reich, former U.S.
secretary of labor, warns: ‘‘When so much income goes to the top,
the middle class doesn’t have enough purchasing power to keep the
economy going without sinking ever more deeply into debt—which,
as we’ve seen, ends badly.’’31 Fifty million Americans currently don’t
have medical insurance, and a whopping sixty million Americans are
unbanked or underbanked—which means they are unable or unwilling
to avail themselves of the full gamut of financial services offered by
traditional banks. One can expect these numbers to go up significantly
in coming years as economic conditions worsen. For a growing number
of disenfranchised middle-class Americans, the American dream will
remain just that: a dream.

What does all this mean for Western corporations? The marginal
groups that have traditionally been perceived—and therefore
ignored—as the ‘‘long tail’’ of the consumer economy (that is, as
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niche segments) are rapidly becoming the ‘‘fat tail’’ (that is, dominant
consumer groups).32 These groups can no longer be ignored. Compa-
nies that actively embrace them, and form their businesses around their
needs, are likely to find, just as jugaad innovators in emerging markets
are finding, that doing so increasingly makes business sense. Indeed, it
will increasingly be possible to include the margin (do good) and make
a profit (do well) at the same time. But there are several factors holding
back Western companies from including the margin in their business
strategies. We explore these factors in the next section.

WHY WESTERN COMPANIES VIEW MARGINAL
GROUPS AS UNPROFITABLE

Even though marginal segments are increasingly economically impor-
tant, many Western businesses still shy away from serving them for three
key reasons, each of which is related to either the unwillingness or the
inability of Western companies to view marginal groups as profitable.

First, many Western companies view creating products and services
for segments that are typically marginalized as a social mission rather
than a core business opportunity. They tend to use their philanthropic
arms to reach out to, say, low-income groups or ethnic minorities. But
such exercises invariably become part of companies’ corporate social
responsibility (CSR) activities, while the for-profit business focuses on
‘‘mainstream’’ customers. For instance, many leading Western banks
have set up foundations and CSR programs through which they partner
with non-profit organizations like Operation Hope to serve the banking
needs of the disenfranchised, yet in their core business these banks
continue to serve middle-class and wealthy clients. Similarly, many
companies have diversity programs that celebrate diversity in the
workforce and customer base, but they rarely succeed in implementing
employee engagement strategies specifically tailored to diverse groups.

Second, Western companies’ current, often entrenched business
models are not designed to meet marginal customers’ diverse needs. To
truly serve marginal customers and make a profit, companies would
need to build entirely new business models specifically tailored to such
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groups. Unfortunately, most companies are reluctant to do this; they
prefer to tweak their existing offerings and business models to serve the
diverse needs of marginal customers. Such attempts, being halfhearted,
are often doomed to fail. Thus companies fail to come up with a
compelling and unique value proposition for marginal customers.

Third, a short-term outlook prevents Western companies’ long-
term investments in products and services that serve marginal groups.
Companies that worry about quarterly performance aren’t motivated
to invest the time and resources needed to design business models
that target marginal segments; the returns on such investments, they
feel, are unlikely to materialize for a number of years. The financial
services sector is a prime example. According to the FDIC, sixty
million Americans are either unbanked or underbanked.33 The big
banks have yet to address the need of this large marginal group.
Rob Levy, manager of innovation and research at the Center for
Financial Services Innovation (CFSI), explains why: ‘‘Some large banks
are aware of the market potential that over sixty million unbanked
and underbanked American consumers represent. But to effectively
serve those consumers, banks will need to design entirely new products,
marketing strategies, and distribution channels to meet the needs of this
consumer segment. While this kind of comprehensive approach to the
underbanked market may realize positive returns and strong customer
relationships in the long run, it may not yield gigantic profits in the first
few years of operation. It can, therefore, be hard for banks to justify
such long-term investments to shareholders.’’34

This reluctance of Western companies to include the margin is
unfortunate. It means these companies are literally and figuratively
leaving money on the table, and exposing themselves to competition
from unexpected quarters on many fronts.

WESTERN COMPANIES WILL FACE INCREASED
COMPETITION IN CORE MARKETS

As we’ve noted, with the ranks of those in the marginal segments grow-
ing, the ‘‘long tail’’ is increasingly becoming the ‘‘fat tail.’’ And as long as
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large corporations continue to view marginal segments as unprofitable,
opportunities will open up for new players to step in and fill the vacuum
created in this sizable and growing market. As a result, established West-
ern companies will soon face competition, even in their core markets of
middle-class and affluent consumers, from a range of players.

Frugal Innovators from Emerging Markets Companies from
emerging markets such as HTC and Haier are already giving Western
consumer goods companies a run for their money by offering low-cost,
high-value cellphones, fridges, and wine coolers to financially stretched
Western consumers. Similarly, Western carmakers need to worry about
the upcoming launch in the U.S. and European markets of Tata
Motors’ US$2,000 Nano, as the car is poised to capture the hearts (and
wallets) of cost-conscious Western consumers clamoring for affordable,
fuel-efficient transportation.

Goliaths from Unrelated Industries Leading players across
industries are facing competition from big players from other industries
who are encroaching on their home turf by serving marginal segments.
For instance, Wal-Mart, Inc. is challenging banks on their home turf
by opening 1,500 Money Centers that serve many of the basic financial
needs of low-income consumers—allowing them to transfer money, buy
prepaid debit cards, pay bills, and cash checks (not to mention allowing
them to use this cash, along with complimentary coupons, to shop within
the same store). Walmart Money Centers are highly successful because
they are accessible (they are located very close to where consumers live),
intimate (consumers regularly visit the Walmart store for their grocery
purchases and trust the brand), and affordable (Walmart charges only
$3 for cashing checks up to $1,000 and only $3 for buying or reloading
its prepaid card).35

Encouraged by the success of its Money Centers, Wal-Mart is
launching even smaller kiosks called Express Centers in more far-
flung locations. As Rob Levy of CFSI notes: ‘‘While many are talking
about financial inclusion, Wal-Mart is actually championing it using an
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innovative business model that eschews product complexity in favor of
simplicity and convenience that enhance the user experience.’’36

Nimble Start-Ups By exclusively focusing on mainstream markets,
large companies ignore lucrative opportunities in marginal segments
and expose themselves to competition by nimbler start-ups. Again, take
the financial services sector: not only do incumbents have to contend
with a giant retailer like Wal-Mart encroaching on their turf, but they
also need to ward off rivalry from nimble start-ups like PayNearMe.
PayNearMe helps the 24 percent of American households who have
neither a debit nor a credit card to buy stuff on Amazon, purchase bus
tickets on Greyhound’s website, or pay by cash offline at a 7-Eleven
outlet. Danny Shader, a serial entrepreneur who founded PayNearMe,
observes that ‘‘the ‘underbanked’ is a giant underserved market. We’re
making it better, faster, and cheaper for them to transact.’’37 Visa and
MasterCard are paying close attention to PayNearMe, given that $1.2
trillion worth of consumer purchases were conducted using cash in 2010.

Marc Andreessen, cofounder of Netscape and general partner of the
venture capital firm Andreessen-Horowitz, believes that ‘‘asset-light’’
tech start-ups—such as PayNearMe, which conducts millions of dollars
in financial transactions without owning a single bank branch—are in
the process of invading and overturning established industry structures.
Andreessen believes that we are in the midst of a radical and wide-
ranging technological and economic shift in which software companies
are about to take over large swathes of the economy. He notes: ‘‘Over
the next ten years, I expect many more industries to be disrupted
by software, with new world-beating Silicon Valley companies doing
the disruption in more cases than not.’’38 Increasingly, these Silicon
Valley entrepreneurs are targeting marginal segments that have long
been ignored by brick-and-mortar companies in capital-intensive sectors
such as health care, telecom, finance, education, and energy. It is this
sharp focus on marginal segments that will lead to big revenue gains
and growth for the companies who target them.
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HOW TO MAKE BIG MARGINS BY
INCLUDING THE MARGIN

Jugaad entrepreneurs offer many powerful strategies that Western com-
panies can learn from in their attempts to include the margin profitably.
Specifically, Western companies can adopt the following strategies.

Carry Out Social Inclusion with a Business Mindset Non-
profit CSR programs that serve marginal groups are redundant if your
company is also striving to meet the needs of the same groups using
a for-profit business model—just as jugaad innovators in emerging
markets are doing. To avoid such corporate cultural schizophrenia,
Western corporate leaders need to pull the plug on their CSR efforts
and get serious about social inclusion by making it a strategic business

imperative for all their departments and senior managers. These leaders
could emulate Ramón Mendiola Sánchez, CEO of Florida Ice & Farm
Co., a large food and beverage producer and distributor in Costa Rica.
As explained in Chapter Three, Mendiola merged his business, social
responsibility, and environmental strategies into a single integrated
corporate strategy, which is carried out by employees at all levels in
ways that bring benefits to all stakeholders.39

Cater to the Expanding Low-Income Western Consumer
Base The economic downturn is set to keep the financial squeeze
on middle-class Americans and Europeans for some years to come.
This hollowing-out of the middle class means that Western companies
that traditionally served this mainstream market will need to radically
shift their innovation strategies—or lose out to low-cost rivals. Rather
than spending R&D on premium products with high-end features,
these companies will need to create value-for-money products that
are accessible to the growing low-income consumer base in the United
States and Europe. This is a wise strategy that companies such as the
French carmaker Renault are currently following. These companies
are stepping up their R&D and marketing efforts to launch a slew
of products tailored for budget-conscious Western consumers. For
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instance, Renault is rapidly extending its low-cost Dacia brand—that
includes the Logan, the highly successful sedan that sells for about
$10,000—by adding the Logan van, the Logan pickup, and even the
Dacia Duster SUV to the portfolio. Aimed at cost-conscious European
car buyers, these no-frills Dacia vehicles—manufactured in Renault’s
factory in Romania—use fewer parts and boast a simplified design, yet
are affordable and robust. Low-cost vehicles in the Dacia portfolio have
rapidly become Renault’s cash cow, contributing to over 25 percent of
its sales revenues in 2010, up from 20 percent in 2008. That percentage
could be higher in coming years, given that 59 percent of Europeans
under thirty—and 54 percent of Europeans over fifty—claim to be
ready to buy a low-cost car.40 Renault envisions expanding its low-cost
product portfolio even further in the future by adding more models
that will be developed by the company’s rapidly expanding R&D team
in India—a country that, according to CEO Carlos Ghosn, boasts
deep expertise in what he calls ‘‘frugal engineering.’’41

Create an Inclusive Work Culture As their workforce becomes
increasingly diverse and global, Western companies must ensure that
no worker feels marginalized due to age, social background, or job
title. Companies must strive to foster an open and inclusive culture
anchored by a participative management style. This helps to foster
a creative and motivated workforce, one that can tap into different
domains of expertise in devising new products and services and that
feels empowered and encouraged to do so. ThoughtWorks is one such
company that has successfully cultivated a transparent and inclusive
work culture. This software consultancy, headquartered in Chicago,
has experienced revenue growth of 20 to 30 percent a year, by charging
premium fees to its loyal blue-chip clients such as JetBlue, L.L.Bean,
and DaimlerChrysler. The company’s secret: a flat organizational
structure that allows its one thousand global employees to have an
equal say in all major corporate decisions. Roy Singham, founder and
chairman, notes: ‘‘We want to be the flattest company in the world.
The janitors in China should be the strategic equals of the CEO
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in Chicago. And how do intellectuals collaborate in the twenty-first
century? Self-organizing in small teams, poly-skilled, decentralized, non-
authoritative.’’42 ThoughtWorks’ ‘‘hypertolerance’’ of diversity begins
with a stringent recruitment process that ensures, says Singham, that
‘‘no bigot, sexist, or homophobe gets in.’’ Singham observes, ‘‘In the
twenty-first century, inclusivity won’t happen through authority or some
artificial ‘diversity’ program. Rather, the CEO must embody the spirit
of inclusivity by nurturing an ‘obnoxiously’ transparent culture where
every decision and strategy can be debated openly, without fear.’’43

Recognize That Marginal Segments Are Not Marginal Minds
By labeling marginal customers and employees ‘‘too poor’’ or ‘‘too
old,’’ companies lose an opportunity to tap into the rich knowledge and
wisdom these marginal groups might contribute to the organization.
Take the baby boomers, for instance. On January 1, 2011, the very first
baby boomers started to turn sixty-five, an age beyond which employees
are deemed ‘‘unproductive’’ by most employers. Yet companies such
as Boeing and Eli Lilly have recognized that although at sixty-five their
employees’ hair may be gray, their ‘‘gray matter’’ remains of consider-
able value. Recognizing this fact, in 2003 Procter & Gamble and Eli Lilly
(along with Boeing) launched YourEncore.com, an innovation commu-
nity that connects retired scientists and engineers with organizations
seeking to leverage their expertise to solve challenging technical prob-
lems. Fifty companies—including many Fortune 500 companies—are
now members of the YourEncore network, which provides a great
platform for retired scientists to continue doing the work they love by
matching them to short-term projects at member companies.44

Use Technology to Lower the Cost of Inclusion Just like jugaad
innovators in emerging markets do, rather than invest in expensive
brick-and-mortar delivery infrastructure, Western companies need to
harness the power of social media, cloud computing, and mobile tele-
phony to cost-effectively deliver their products and services to marginal
consumers. For instance, health care insurers UnitedHealth Group and
Blue Cross and Blue Shield—in partnership with technology vendors
such as Cisco—are piloting cost-effective telemedicine programs that
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allow patients in Minnesota and Colorado to talk to health care profes-
sionals remotely as a low-cost alternative to expensive in-person visits
from doctors to patients who live in rural and underserved areas. If
successful, these virtual solutions could be deployed in several other
states across the United States. According to a study by the Center for
Information Technology Leadership, a non-profit research center in
Boston, the widespread implementation of telemedicine solutions could
save the U.S. health care system more than $4 billion annually just
by reducing transfers of patients from one location, such as a nurs-
ing home, to provider offices or hospitals.45 Affordable, accessible
telemedicine solutions also significantly reduce hardship for financially
stretched American patients and their families.

Partner with Non-Profit Organizations Corporations rarely
partner with non-profit entities outside their CSR initiatives (initiatives
that, as we argued earlier, need to be integrated with the company’s
core business strategy). But a new generation of non-profit ventures is
willing to work with businesses to cocreate for-profit business models
that improve the lives of marginal citizens while also generating a profit.
For instance, the Center for Financial Services Innovation, a policy
research and advisory organization based in Chicago, advises large
banks on how to design inclusive business models that can profitably
serve the roughly sixty million Americans who are either unbanked or
underbanked.

Secure C-Level Buy-In to Drive Systemic Business Model
Changes Given that inclusivity requires fundamental and systemic
changes in how companies operate, top management’s commitment
is vital to enabling and sustaining such business model transfor-
mation within companies. For instance, GE’s Healthymagination
program—aimed at making health care services affordable and accessi-
ble for the masses—is overseen by CEO Jeff Immelt himself. Through
his leadership, Immelt is personally driving a shift in GE’s culture from
that of an R&D-driven high-end product company to a community-
focused inclusive solution provider (see Chapter Eight for more details
on GE’s Healthymagination initiative).
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Adopt—and Adapt—Proven Best Practices from Emerging
Markets As we described earlier in this chapter, emerging
markets—because of scarcity, diversity, and interconnectivity—are
increasingly a breeding ground for solutions that include the margin.
If you have learned how to financially include the six hundred million
Indians who are unbanked or offer affordable medical treatment to
the hundreds of millions of Indians who lack access to basic health
care, you are likely to have gained valuable insights into how to serve
the sixty million unbanked and underbanked Americans and the fifty
million Americans who lack health insurance.

By using emerging markets as a breeding ground for inclusive
innovation, Western companies can not only grow their businesses in
those markets but also learn lessons and develop products and services
that they can adapt to serve marginal groups in the United States
and Europe. Johnson & Johnson, for example, is currently sponsoring
Text4baby, a text messaging service that provides pregnant women and
new mothers in low-income families with valuable information about
how to care for their health and give their babies the best possible start
in life. Text4baby was inspired by successful mobile health initiatives
undertaken in emerging markets such as Mexico and Kenya.46 (In
Mexico, VidaNET is a free service that sends text messages to HIV
patients to remind them to take their medication on a regular basis.)
Text4Baby is literally a lifesaver in the United States, where each year
five hundred thousand babies are born prematurely and nearly twenty-
eight thousand children die before their first birthday. (According to the
World Health Organization, babies born in the United States have a
greater probability of dying in their first month than babies in much of
the developed world.47) By late 2011, over two hundred sixty thousand
women had signed up for Text4baby—a number expected to reach one
million by the end of 2012.48

Embrace Inclusive Design Principles It is easier to factor in
inclusivity up front, during the design phase of innovation, rather
than to try and retrofit or reengineer existing products and services
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to appeal to marginalized segments of the market after the fact. To
learn these new inclusive R&D skills, companies should consider joining
academic initiatives like the Inclusive Design program at the University
of Cambridge’s Department of Engineering or recruiting graduates
from Stanford University’s Entrepreneurial Design for Extreme Afford-
ability program and Santa Clara University’s Frugal Innovation Labs.
(We describe these programs in more detail in Chapter Nine.) In addi-
tion to helping Western companies gain access to the next generation
of inclusive innovators, these programs can give Western companies
early access to new technical solutions, results of pilot tests in the field,
and knowledge of how to go about doing inclusive innovation more
generally. For instance, the Engineering Design Centre at University
of Cambridge’s Department of Engineering is helping organizations
such as the BBC, Bayer Healthcare, Roche, Nestlé, Royal Bank of
Scotland, Bosch, Siemens, and Marks & Spencer design mainstream
products and services that are accessible to, and usable by, as many
people as reasonably possible (but especially the elderly) without the
need for special adaptation or specialized design. There are already
130 million people over fifty in the European Union; by 2020, one in
two European adults will be over fifty. Designing products and services
that these consumers love to use is not only socially responsible but also
makes great economic sense.

Western companies can no longer afford to ignore marginal seg-
ments, which are poised to grow in size and significance in the coming
decades, as the workforce and the customer base in the West become
increasingly diverse and the purchasing power of the U.S. middle class
continues to shrink. Recognizing the commercial potential of these
marginal groups, Western companies must start designing entirely new
products and services that meet their particular requirements—just
as Renault is doing. To effectively market and distribute these
offerings to these segments, companies need to take advantage of
technologies such as social media and mobile computing and to forge
partnerships with non-profit organizations. More critically, to optimally
serve marginal segments in the long run, Western companies need
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to enshrine inclusivity into their corporate culture and their business
models, just as Wal-Mart is doing. As Johnson & Johnson did, Western
companies can jump-start these inclusion initiatives by adopting proven
solutions and business practices from emerging markets.

Western companies, however, need to move fast—or else they risk
leaving opportunities open for nimble rivals from around the world to
jump in. This threat is precisely why consumer goods giant Procter &
Gamble is proactively reinventing its business model to serve marginal
groups—especially low-income consumers.

HOW PROCTER & GAMBLE INCLUDES THE
MARGIN PROFITABLY

For decades, Procter & Gamble (P&G) has concentrated on developing
household goods for the vast American middle class. But today the
company is changing the way it does research, distribution, and mar-
keting so that it can better serve the needs of cash-strapped Americans.
Specifically, P&G wants to build a whole new business by tapping into
what it calls ‘‘un-served and under-served consumers.’’ Thus, for the
first time in thirty-eight years, in 2010 P&G launched a new dishwashing
soap in the United States. The soap had the Gain name and scent,
formerly reserved for laundry detergent, and was offered at a bargain
price (compared to the company’s slightly more expensive Dawn Hand
Renewal dish soap). Since 2008, when the recession deepened, P&G’s
cheaper brands—such as bargain-priced Luvs diapers and Gain laun-
dry detergent—have sold better and posted faster market-share gains
than its premium-priced Pampers and Tide brands.49

Seeing a clear trend, P&G is stepping up its research into the
swelling ranks of low-income American households. In doing so,
the company seeks to ward off growing competition from low-cost
suppliers across its product lines. Between 2008, when the recession
began, and 2011, P&G’s fabric-softener sheets business (which includes
the Bounce brand) lost 5 percent of its market share to Sun Products
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and private-label brands. Rivals such as Church & Dwight and Ener-
gizer Holdings, which supply the low-cost Arm & Hammer detergent
and Schick shaving blades, respectively, are stealing market share from
P&G’s pricier brands such as Tide and Gillette.

With a sense of urgency, P&G’s CEO Robert McDonald is accel-
erating the company’s R&D efforts to come up with a rich pipeline
of ‘‘value for money’’ products that cater to budget-conscious
Americans—making this a strategic priority for P&G. ‘‘We’re going
to do this both by tiering our portfolio up in terms of value as well as
tiering our portfolio down,’’ McDonald explains.50

Although P&G has successfully served the bottom of the socio-
economic pyramid in emerging markets, its executives in the United
States never imagined they would one day be selling to this segment in
America. ‘‘This has been the most humbling aspect of our jobs,’’ says
Phyllis Jackson, P&G’s vice president of consumer market knowledge
for North America. ‘‘The numbers of Middle America have been
shrinking because people have been getting hurt so badly economically
that they’ve been falling into lower income groups.’’51

CONCLUSION

The growing diversity of the workforce and the customer base in
Western societies, combined with the shrinking purchasing power of the
middle class, are forcing Western companies to find innovative ways
to serve marginal segments—segments that now carry more economic
weight than ever before. But jugaad innovators don’t include the margin
on a mere whim or for philanthropic purposes. Rather, innovators like
Dr. Rana Kapoor of YES BANK include the margin because it makes
business sense for them to do so.

Perhaps of greater interest, jugaad innovators are driven to include
the margin by passion, intuition, and empathy. Indeed, they pour
their hearts into their inclusive innovation initiatives, as they are able
to intuitively connect with marginal groups and empathize with their
needs. This genuine empathy confers authenticity on their inclusion
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initiatives and makes these projects more sustainable. Like Bill Gates,
jugaad innovators are passionate about creating a system of inclusive
capitalism—one that can harmoniously reconcile the twin goals of
making profits and improving people’s lives. Empathy, intuition, and
passion are at the core of the final principle that drives jugaad innovation:
‘‘Follow your heart.’’
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PRINCIPLE SIX
Follow Your Heart

Your time is limited, so don’t waste it living someone else’s life. Have

the courage to follow your heart and intuition. They somehow already

know what you truly want to become. Everything else is secondary.

— STEVE JOBS

Unlike Western CEOs, Kishore Biyani doesn’t rely on expensive
management consultants to advise him on his next strategic move.

Biyani owns Big Bazaar, one of India’s largest grocery and home goods
retail chains or ‘‘hypermarkets.’’ When Big Bazaar opened its first store
in India, Biyani was advised to follow the traditional, Western approach
to retailing, using neatly organized aisles and soothing music. But that
format didn’t go down well with Indian shoppers who found it all a
bit too sleek and unnatural. After all, Indians are used to shopping in
noisy, disorganized street markets. Biyani then realized that the Big
Bazaar stores should live up to their name: they must look—and even
smell—like bazaars. When we visited him in his office in Mumbai, he
told us, ‘‘Initially we took the advice of management consultants who
made us follow the Walmart model. But we soon discovered that this
didn’t work in the Indian context. We realized what we had to do was
to be ourselves, and follow our intuition.’’1

Guided by his intuition, Biyani swiftly reconfigured his stores to have
the chaotic look and feel of Indian street markets: cluttered aisles, store
clerks in casual clothing, and bins of vegetables with some bad items
thrown in to make customers feel they had scored when, for instance,

159
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they found the perfect onion. And rather than standardize their offerings
across all stores, he made sure that each Big Bazaar outlet stocked a
product mix that fit local needs. Further, these needs weren’t identified
by expensive market researchers, but by regional store managers with
an intuitive and empathetic understanding of local preferences.

‘‘Common sense retailing’’ is what Biyani calls this customer-centric
approach. And it’s worked. We visited several Big Bazaar stores across
India. Typically crowded, they have the feel of a buzzing Moroccan
souk. Biyani continues to experiment and tweak his business model. Not
surprisingly, Big Bazaar is now India’s largest hypermarket.

Jugaad innovators in emerging markets rely more on their intuition
than on analysis to successfully navigate a highly complex, uncertain,
and unpredictable environment. They use their gut intelligence and
innate empathy for customer needs to innovate breakthroughs that
defy conventional wisdom. Their undying passion acts as the fuel
that sustains their efforts to make a difference in the lives of the
communities they serve.

In this chapter, we discuss why and how Western executives, inured
to data-driven decision making, can benefit from relying more on their
intuition to succeed in an increasingly complex world. Rather than
second-guessing what customers want by sitting in a remote R&D
lab, Western innovators need to immerse themselves in customers’
native environment so as to better empathize with customer needs.
Most important, we show how, rather than merely seeking to harness
their employees’ brainpower, Western companies can learn to tap
into their employees’ ‘‘heartpower,’’ thus unleashing the passion of
individual employees and channeling it into innovative pursuits that
serve a larger purpose.

YOUR HEART KNOWS WHAT YOUR
MIND DOESN’T

The heart is the seat of passion, intuition, and empathy. Jugaad
innovators in emerging markets possess these qualities in abundance.
The challenge is twofold: how to develop these qualities in the first place
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and then how to nurture them. We have found that several key aspects
of the complex environment in which jugaad innovators operate make
them particularly passionate, intuitive, and empathetic.

Jugaad entrepreneurs are regularly exposed to the harsh condi-
tions in which their fellow citizens live—whether these involve regular
electricity failure, water rationing, or poor access to health care and
education. Whatever they may be, these extreme conditions arouse the
empathy of jugaad entrepreneurs, who feel they must do something to
improve the often harsh conditions around them. Thus jugaad inno-
vators don’t just sit around after witnessing others’ pain; rather, they
convert their compassion into passion by seeking solutions to alleviate
this pain. Yet these solutions are not charity work—they are built
around sound for-profit business models. As such, empathy forms the
cornerstone of jugaad innovators’ practice of an altruistic form of capi-
talism that is shaped by enlightened self-interest. Adam Smith captured
well the importance of empathy as a vital ingredient of entrepreneurial
innovation. In his pioneering work The Theory of Moral Sentiments, Smith
argued that although man generally tends to be selfish, ‘‘there are evi-
dently some principles in his nature which interest him in the fortune of
others, and render their happiness necessary to him, though he derives
nothing from it, except the pleasure of seeing it.’’2

In some cases, jugaad entrepreneurs innovate to meet their own

needs—and to alleviate their personal pain. For instance, after Venkat
Rangan heard his father constantly complain that his brokerage com-
pany couldn’t execute stock transactions as fast as he liked, Rangan
decided to do something about it. He founded INXS Technologies,
a software product company based in Chennai, South India, which
has developed one of the world’s largest mobile trading platforms. The
platform, called MarketSimplified, currently helps speed transactions
through mobile phones not only for Rangan’s father but also for mil-
lions of customers of the world’s leading brokerage houses that use
MarketSimplified.3

Another reason why jugaad innovators follow their hearts—more
than their brains—is that they are forced to think on their feet all the
time. It’s hard—even counterproductive—to logically analyze a highly
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complex situation and make rational decisions when things are changing
constantly. Emerging markets are fast-paced and volatile. Confronted
daily with do-or-die situations, jugaad innovators have learned to make
decisions on the fly, using their well-honed intuition rather than relying
solely on analysis and logic. For instance, as soon as he saw signs that a
Westernized retail format for Big Bazaar was faltering, Kishore Biyani
quickly dropped it and embraced a new one—without waiting for an
opportunity to do market research. If he had failed to respond as quickly
as he did by heeding his intuition, it is quite possible that his business
would have gone under.

The harsh conditions in emerging markets kindle jugaad innovators’
creative empathy and passion, and the unpredictability of the local
environment forces them to make rapid-fire decisions based on intuition
rather than rational analysis.

THE GUTSY ART OF ACTING ON WHAT
FEELS RIGHT

Jugaad innovators like Kishore Biyani and Venkat Rangan are a
self-confident and brave breed: they dare to act on what they feel is right.
They don’t seek validation or approval from customers or investors for
their visionary ideas, and they tend to ignore naysayers. They know
intuitively what the right solution for an unmet market need is. Only
after they have introduced their pioneering solution do others recognize
its true value. In other words, jugaad innovators valiantly forge their
way into uncharted territory using the heart as a compass.

For instance, Diane Geng and Sara Lam, two Harvard-educated
Chinese-Americans eager to reconnect with their ancestral roots,
decided to spend time in Chinese villages where eight hundred million
people or 60 percent of China’s population live. In these villages, Geng
and Lam noticed that up to 90 percent of the youth dropped out of
middle school without any occupational skills—and with a clear disdain
for their communities. Geng and Lam also learned that the reason why
rural youth either never attended or did not complete high school was
not financial difficulty but (1) the irrelevance of the school curriculum
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to their life needs and (2) ineffective teaching that encouraged rote
learning rather than creative thinking. As a result, Chinese villages were
deprived of skilled young workers who would otherwise find creative
ways to sustain the socioeconomic growth of their communities.4

Geng and Lam recognized this was going to be a major issue
for China, given its rapidly aging population (by 2030, 16 percent of
the Chinese population will be over sixty-five—up from 10 percent in
2011). Driven by empathy, they decided to do something about the
situation. Their intuition told them that the solution lay in improving
the ‘‘software’’ of the rural education system—such as curriculum and
teacher quality—rather than fixing the ‘‘hardware,’’ such as building
more schools and offering scholarships (as most NGOs and government
agencies in China do). So Geng and Lam launched the Rural China
Education Foundation (RCEF), a community-led grassroots initiative
that recruits and works with local teachers in villages. RCEF creates
new student-centered curricula that impart life-relevant skills to students,
using practice-based learning methods that foster creativity and keep
students engaged. By providing rural youth with a quality education
that is practical and relevant to their life needs and skills, RCEF hopes
to ensure China’s future economic stability.

When asked what drives jugaad entrepreneurs like her to do
something bold like RCEF, Lam had this to say: ‘‘A sense of urgent
need and mission. A feeling that something must be done. Compassion
and an intolerance for injustice. The willingness to take the first step and
to do what you can with what you’ve got. It’s easy to think ‘All I need is
this much more funding, or that many more people, then I can start.’ ’’5

Jugaad innovators also succeed in following their hearts because
they rely heavily on their social intelligence to guide their decisions.
Jugaad innovators are street smart and possess very high ‘‘cognitive
fluency’’—which means that, rather than relying on spreadsheets to
make decisions, they rapidly process large amounts of sensory informa-
tion from the real world and improvise decisions in an intuitive and
dynamic fashion based on emergent patterns.6 Jan Chipchase and Ravi
Chhatpar, who work for frog, the design and innovation consultancy,
and have interacted extensively with innovators in emerging markets
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agree. Chipchase is frog’s executive creative director of global insights,
and Chhatpar is strategy director at frog and founder of its Shanghai
studio. Both point out that, for instance, many Chinese innovators in the
consumer electronics sector who practice zizhu chuangxin, the Chinese
version of jugaad, don’t use focus groups to determine ahead of time
what features to include in their new products.7 Rather, they spend
a great deal of time on the street, observing what products customers
actually use, and learning about which competitors’ products are selling
well and why. These innovators then use their deep customer insight
to prioritize and quickly decide which features to include in their own
products. In the process, they gain an intuitive sense of what customers
want and thus can anticipate their needs.

Their deep customer insight also enables jugaad entrepreneurs to
connect with customers at an emotional level—and establish higher
customer intimacy in the process. Kevin Roberts, CEO of the global
advertising agency Saatchi & Saatchi, discusses this very connection
in his book Lovemarks.8 Noting that intimacy is a key ingredient of
winning over consumers, and highlighting the importance of empathy,
commitment and passion in achieving intimacy, Roberts says: ‘‘It’s the
thoughtful touch, the surprises, that connect with a consumer’s heart.’’9

Jugaad innovators tap into this empathy-based customer intimacy to
gain deeper insights into the core issues that customers are grappling
with and the broader socioeconomic context in which they live. These
rich insights allow jugaad innovators to then devise solutions that have
a meaningful impact on customers’ daily lives.

For instance, Anil Jain, managing director at Jain Irrigation Sys-
tems Ltd., has come up with a series of innovative solutions that
have dramatically improved the productivity of the small-scale Indian
farmers who make up a large segment of the Indian population. He
attributes this success to the high emotional quotient of his employ-
ees: ‘‘We intentionally hire salespeople whom we call ‘sons of the
soil’ ’’—that is, people with an agricultural background who can
relate to and empathize with the company’s customers—the farmers.10

These employees help elevate transactional customer relationships to
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transformative relationships. For instance, in their initial interactions
with their customers—the farmers—Jain Irrigation’s salesmen don’t
try to ‘‘pitch’’ solutions to them; rather, they try to instill pride in
the farmers by cocreating innovative solutions with them. Such shared
innovation is sustainable because it is shaped by empathy and a passion
shared by all stakeholders. Thanks to this customer-centric engagement
approach, Jain explains, his company has been able to successfully
shift its business model from ‘‘contract farming’’ to ‘‘contact farming,’’ a
model that delivers disproportionately higher value to farmers.

While jugaad innovators trust their intuitions, they also conduct
rapid experimentation to validate them. Rather than making forecasts or
predictions, jugaad innovators test their intuitions in the real world to get
rapid feedback. As such, they use experiential learning (that is, learning
by doing) to hone their intuition and innovate continuously over time.
Take Bam Aquino’s Hapinoy Program in the Philippines, introduced
in Chapter Three. The program empowers women owners of sari-sari
stores (mom-and-pop shops) in the rural islands of the Philippines by
identifying new business opportunities for them and giving them the
tools and skills needed to capitalize on these opportunities. Aquino told
us that although he relies on his intuition to identify what additional
services he can bring to the women in the Hapinoy Program’s network,
he also relies on rapid prototyping to validate his intuition: ‘‘We do
lots of small pilots. We drop bad ideas early on and identify good
ideas that have legs and focus our efforts on scaling them up.’’11 For
instance, the Hapinoy Program recently piloted a project with a large
pharmaceutical company to sell its over-the-counter medicine on a per-
tablet basis through some of the sari-sari stores in far-flung villages that
belong to the Hapinoy network. The pilot was successful, and is now
being scaled up across the network.’’ On the other hand, Aquino had
a strong intuition that mobile remittances—sending money to family
members via cellphones—would be a great service that the Hapinoy
Program could offer throughout its sari-sari store network, but the
pilot project revealed some limitations. The organization found that
adoption of the mobile remittance service depended on the level of
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access to banking services—which varied widely from area to area.
So the mobile remittance service was deployed selectively in some
areas only. Aquino explains: ‘‘We use rapid prototyping to validate our
intuitive ideas and reach one of three decisions: kill the idea, selectively
scale it up in some parts of our network, or totally scale it up all across
our network.’’ Acting in congruence with their intuitive feelings—and
staying true to their passion—gives jugaad innovators such as Kishore
Biyani, Diane Geng, Sara Lam, Anil Jain, and Bam Aquino an edge over
competitors. And this can lead to eventual success in the marketplace.

KEEPING THE FIRE ALIVE

How do jugaad innovators manage to sustain their passion? By prac-
ticing what one might call ‘‘detached engagement.’’ Although deeply
engaged in their innovative projects, jugaad innovators remain detached
from the outcomes. They don’t let either failure or success affect their
passion. For instance, Kishore Biyani didn’t allow the failure of his
first retail business model to dampen his passion for delivering a better
retailing experience to Indian customers; he just moved on and tried
other business models.

Jugaad innovators are indefatigable in pursuing their interests
because their passion transcends the intellectual and emotional realms:
they frequently believe they are carrying out a critical mission that serves
a larger purpose. In Indian philosophical terms, jugaad innovators
believe they are following their dharma—the personal obligations or
duties that one is called upon to perform in his or her lifetime with
diligence and detachment. Dr. Prasad Kaipa, a CEO coach and
senior fellow at the Indian School of Business, explains: ‘‘Mahatma
Gandhi famously said that ‘Happiness is when what you think, what
you say, and what you do are in harmony.’ By aligning these three
elements—thoughts, words, and actions—with heart and spirit, jugaad
entrepreneurs derive a sense of fulfillment by serving a larger cause.
This is truly the secret of their undying passion.’’12

Take the case of Dr. Devi Shetty, a reputed Indian heart surgeon
who treated Mother Teresa. Dr. Shetty is the founder of Narayana
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Hrudayalaya, a heart hospital in Bangalore, India, where hundreds of
low-income people receive heart surgery every week. Dr. Shetty started
the hospital because he believes that, as a physician, he has a moral duty
to make health care affordable and accessible to everyone, regardless
of their caste, creed, religion, or income.13 It is a compassionate
sense of duty that sustains the passion of Dr. Shetty and his fellow
physicians at Narayana Hrudayalaya. In doing his duty and being
true to his profession, Dr. Shetty is clearly following his heart (visit
JugaadInnovation.com to learn more about Dr. Devi Shetty and his
compassionate health delivery model).

Not only are jugaad innovators able to sustain their own empathy
and passion, but they also actively seek to ignite the passion and empa-
thy of others. These qualities can be contagious: jugaad entrepreneurs
are very good at inspiring employees, customers, and partners to rally
around the cause—thus forming ‘‘passion networks.’’ For instance,
to secure his managers’ buy-in for his visionary ideas, Big Bazaar’s
Kishore Biyani doesn’t rely on traditional corporate communication
tools such as PowerPoint presentations. Instead, he has a ‘‘chief belief
officer’’—Devdutt Pattanaik—who concocts stories inspired by the
rich storehouse of Indian myths to fire up managers’ passion and
enlist their support for transformational changes in the company.14

Similarly, driven by his own passion, Bam Aquino is igniting the
passion of women entrepreneurs in the Philippines through the Hapinoy
Program, which encourages them to dream big and scale up their
mom-and-pop stores. The women who succeed in doing so in turn
become passionate advocates of Aquino’s idea—and the Hapinoy
Program—and evangelize it to other women business owners in nearby
villages—thus forming a ‘‘passion network’’ whose ripple effects are felt
all across the Philippines.

THE WORLD IS TOO COMPLEX FOR THE MIND
ALONE TO GRASP

In the coming years, Western corporate leaders—inured to data-driven
analysis and rational decision making—will find it helpful, if not crucial,
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to follow their hearts as much as their brains. In this section, we discuss
the reasons why we believe this is likely to be the case.

Pure Logic Will Not Suffice In an unpredictable environment,
Western companies can’t solve problems using data when the problems
themselves are ill defined and good data is likely to be unavailable. As
Dan Pink argues in A Whole New Mind, the left-brain’s linear, analytical,
computer-like thinking—controlled by what we call our ‘‘mind’’—is
insufficient to help us decipher, let alone navigate, our increasingly
complex and ambiguous world.15 Rather than relying purely on logic,
therefore, Western executives must learn to innovate by also tapping
into what Jack Welch calls their ‘‘gut intelligence’’—a creative intuition
honed by years of experience.16

Research in neuroscience, cognitive psychology, and behavioral
economics increasingly shows that the emotions play a major role in
helping humans solve complex problems in situations of ambiguity and
uncertainty. Rather than being untrustworthy, emotion and intuition
may actually help people make wiser decisions than if they were guided
by rational considerations alone. As Malcolm Gladwell shows in Blink,
in many cases spontaneous decisions can often be as good as, if not
better than, carefully planned and considered ones.17

Gen Y Employees Are Looking for Meaning Western
employees—especially Gen Y or Millennial workers—are no longer
motivated by money alone: they want to work for an organization that
puts their creative skills to use for a larger cause. Firms that leverage
Gen Y’s brainpower only to please shareholders are likely to lose
out to rivals who channel Gen Y’s heartpower into innovative projects
that actively engage them and benefit the company as well as society
at large. In a recent survey conducted by EuroRSG, 92 percent of
Millennials agree the world must change, and 84 percent consider it
their duty to drive this change. Nearly 82 percent believe they have the
power to make it happen.18 With 50 percent of the world’s population
under the age of twenty-seven, it is imperative that Western companies
find creative ways to harness the passion and entrepreneurial dynamism
of young people driven to make a difference in the world.
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Customers Yearn for Authentic Relationships According to
Forrester Research, only 5 percent of consumers agree with adver-
tising claims; the other 95 percent consider them to be dishonest
and inauthentic. Forrester also found that a growing number of
consumers—empowered by peer-to-peer social computing tools like
blogs and Facebook—trust other consumers more than they trust
brands.19 In the hyperconnected age of Twitter and Facebook, cus-
tomers can swiftly punish brands that disingenuously attempt to ‘‘sell’’
to them rather than engage them in a respectful and empathetic rela-
tionship. The good news, according to Josh Bernoff and Charlene Li,
coauthors of Groundswell, is that Western consumers do trust brands that
they feel truly empathize with their needs. The authors argue that the
onus lies with companies to demonstrate genuine empathy in their
interactions with customers—by respectfully engaging them as value
cocreators rather than passive users of their offerings.20 Indeed, 96
percent of North American consumers are more likely to purchase
products from a company that listens to—and acts on—their advice.21

Unfortunately, many Western companies don’t realize that by
encouraging or even allowing employees to follow their hearts and
by creating emotionally engaging experiences for customers, they can
help drive innovation and growth. And the companies that do recognize
this may find it difficult to institutionalize such a culture and make it
fundamental to the organization and its practices.

INDUSTRIAL-ERA BUSINESS PRACTICES KEEP
HEARTS LOCKED OUT

In the postindustrial experience economy in which complexity is
the norm, customers seek intimate and authentic relationships with
brands, and Gen Y employees look for meaning in their work, it
pays to be empathetic, intuitive, and passionate—and to take advan-
tage of your organization’s heartpower. Yet Western companies have
trouble cultivating—and demonstrating—their heartpower because
they remain attached to industrial-era business practices and struc-
tured innovation approaches. These practices and approaches—which
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overemphasize left-brain thinking and rational behavior—hinder West-
ern leaders’ ability to make intuitive decisions, and prevent their
companies from building empathetic connections with customers and
igniting and harnessing the passion of creative employees.

R&D: Isolated and Disconnected from Real-World Customers
R&D engineers who operate in isolated labs do not spend time immersed
in the world of customers and thus cannot empathize with them. Further,
at many Western companies, R&D performance is still measured by the
number of patents produced (an indicator of left-brain prowess) rather
than the quality of the customer experience delivered (an indicator
of right-brain empathetic creativity). But as Matt Bross, an American
who runs Huawei’s R&D, notes: ‘‘There are no breakthrough tech-
nologies, only breakthrough market applications.’’22 R&D’s inventions,
groundbreaking or otherwise, will fail at launch if they don’t address
a well-defined source of customer pain. Understanding customer pain
requires empathy for, and collaboration with, customers. Unfortunately,
R&D tools and techniques, used for scientific discovery in the lab, were
not conceived to capture consumer insights such as latent buyer needs,
let alone to dynamically engage end users in designing and testing new
products. This explains why 80 percent of new consumer products fail
after launch—they often lack market relevance, leading Tim Brown,
CEO of IDEO, a top design and innovation consultancy, to conclude:
‘‘[R&D] design may have its greatest impact when it’s taken out of the
hands of designers and put into the hands of everyone.’’23

Firms Often Seek Refuge in Numbers—and Shun Intuition
The business world abhors surprises and craves predictability: forecasts,
plans, and budgets are all meant to ‘‘control’’ the future and confer
a sense of stability—leaving no room for intuitive improvisation. It is
easier for a CEO to justify to investors a decision to invest in a new
product or service if the CEO has lots of data to back it up. But investors
are less likely to buy into an innovation project if you tell them that it’s
your gut telling you that the project merits investment.
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Companies’ overreliance on data—rather than intuition—leads
them to make two strategic mistakes. First, they tend to axe many
projects too early because they can’t find enough data to support their
commercial viability. (Conversely, they don’t realize that by the time
they have collected all the data needed to justify an innovation project,
the window of opportunity for commercializing it may already have
closed.) Second, companies prefer to invest in incremental innovation
rather than breakthrough innovation because the former is easier to
justify to investors. This attitude explains why nearly 90 percent of R&D
projects in consumer product companies are aimed at sustaining existing
products—by developing, for instance, line extensions—rather than
investing in new-to-the-market products.24 This leaves the door open
for a competitor to disrupt the market with a groundbreaking offering.

Marketing Executives Don’t Emotionally Connect with Cus-
tomers Marketers often want customers to understand their value
proposition, when it should be the other way around. For instance,
consumers are sending this message to suppliers of premium consumer
goods: ‘‘My values have shifted. I now value simplicity and affordabil-
ity: can you deliver on that?’’ But consumer good companies lack the
empathy to positively respond to this plea; instead they continue to
make and sell high-priced goods to middle-class Americans. As a result,
frugal consumers find their suppliers insensitive to their economic woes
and take their business elsewhere. Kevin Roberts warns marketers: ‘‘In
the [old] Era of New marketing, it was all about your product. In the
Age of Now it is all about the mastery of emotional communication;
not manipulation, but of having relationships. In the Age of Now it’s
all about the single question consumers have of you: ‘How will you
improve my life?’ Answering this is to deliver priceless value.’’25

Outdated Human Resource Management Doesn’t Engage
Next-Generation Employees Companies continue to rely primar-
ily on financial incentives (such as bonuses) to motivate their employees
rather than giving them the space and time to pursue their passion
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in a constructive manner. Not surprisingly, according to a Gallup
survey, only 29 percent of Americans work with passion, and a
full 52 percent say they do not feel engaged by their jobs. John
Hagel, cochairman of the Deloitte Center for the Edge and coau-
thor of The Power of Pull: How Small Moves, Smartly Made, Can Set

Big Things in Motion, offers the following piece of advice to heads
of human resource management: ‘‘One thing I would do is to start
systematically measuring the passion levels of my employees. I’ve devel-
oped a strong view that one of the keys to motivating individuals
is to help them connect to their passion for their profession. Monitoring
passion level gives you the ability to provide rapid performance improve-
ment. Passionate people are deeply motivated to improve themselves
and drive themselves to the next level of performance.’’26

HOW WESTERN FIRMS CAN FOLLOW
THEIR HEARTS

In an environment that favors more structured and data-driven
approaches to innovation, following one’s heart in business today poses
several challenges for Western managers and companies. By drawing
on the experience of jugaad entrepreneurs, however, there are several
ways in which Western leaders can develop a culture of empathy and
passion within their companies.

Send Senior Management to ‘‘Empathy Development Boot-
camps’’ Empathy is like a muscle; it can be developed in senior
executives by exposing them to diverse perspectives. For instance,
Allianz Global Investors runs a dedicated training center in its head-
quarters in Munich, Germany, where senior executives from Allianz as
well as client companies attend training programs in communication,
team building, and leadership—all of which are conducted by visually
impaired trainers in the dark or by hearing impaired trainers in a sound-
proof space.27 The goal of these programs is to increase self-awareness
among senior executives, the idea being that one cannot empathize with
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others unless one has direct knowledge of them and one has realized
and acknowledged one’s own limits.

Ignore Market Researchers and Investors to Innovate
Radically C-level executives need moral courage to follow their
hearts—and this often entails ignoring market researchers and investors
when it comes to disruptive innovation. Specifically, to avoid getting
caught in an inflexible web of structure and demands for data, senior
executives shouldn’t rely solely on the approval of external stakeholders
when launching truly disruptive products and services. Relying on
external approval in this way could either delay or altogether prevent
corporate leaders from pursuing truly breakthrough ideas. For instance,
when developing new products or formulating new strategies, Apple’s
Steve Jobs rarely bothered to get validation from financial analysts,
media pundits, or even consumers. He was more interested in following
his heart than in merely seeking to please analysts and market watchers.

Embrace Customer-Centric Design Principles R&D engineers
and scientists need to get out of their labs and immerse themselves in
the environment that surrounds their customers, to truly understand
their needs: this is the basis of customer-centric design. As we’ve noted,
companies like Nokia and Intel employ ethnographers who spend
months living with underserved customers in emerging markets to
identify their latent needs and design meaningful solutions that can
make a significant impact on customers’ daily lives. These solutions
(such as Nokia’s 1100, which has sold over 250 million units worldwide)
carry the potential of turning into breakthrough products with huge
commercial potential. Firms eager to build their internal skills in
human-centered design can do so by hiring specialized consultancies
such as IDEO, frog, LUNAR, or Continuum. Companies that can’t
afford these design consultants can use social media tools like Facebook
and crowdsourcing techniques to engage ‘‘lead users’’—that is, the
early adopters among consumers. These lead users can help companies
identify mainstream customers’ unarticulated needs and help cocreate
new products, services, and experiences that fulfill those needs.28
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Engage Your Customers in a Heart-to-Heart Conversation
Researchers in fields from neuroscience to psychology, behavioral
economics to marketing, all agree that emotions are as powerful a driver
of consumer behavior as rationality and calculation. In many cases,
emotions may even be the only driver of consumer behavior. In others,
they may be more dominant. In still others, the emotions may play a
complementary and reinforcing role to that of reason.29 All this has
profound implications for CMOs and marketers more generally. In a
world where brands have achieved parity on features, price, distribution,
and even design, engaging customers’ emotions becomes a crucial way
for marketers to differentiate their offerings from those of others.

Kevin Roberts of Saatchi & Saatchi has long been passionate about
engaging customers’ emotions. Roberts says that a major breakthrough
in his thinking came from the insight that reason leads to conclusions,
whereas emotion leads to action. Following this insight, Roberts felt
certain that emotional, not rational factors were the key to the next
round of competition and that the future would be won on relationships,
not just transactions. This conviction led Roberts to create the notion
of ‘‘lovemarks’’ to replace ‘‘brands.’’ He felt certain that ‘‘if people
loved something rather than merely liked it, they would be loyal
beyond reason, beyond price, beyond recession.’’ Hence the notion of
lovemarks: a ‘‘future beyond brands, infused with mystery, sensuality
and intimacy. Delivering premium margins because people don’t merely
like them, they love them.’’30

Starbucks provides another example of this kind of emotional
connection with consumers. The company revolutionized how coffee
was bought and sold by engaging customers emotionally rather than
through price or convenience. Prior to Starbucks, the mass market
was mostly about ‘‘instant coffee,’’ bought off the shelf, and with
price discounts. But following a trip to Milan, Starbucks’ Howard
Schultz, who joined as director of retail operations and marketing in
1982, realized that coffee was much more about passion, emotion, and
lifestyle than about price, convenience, and a warm drink. By creating
a ‘‘third space’’ between home and work, and using coffee as the means
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to fill that space, Starbucks was able to engage consumers emotionally
and create a global business in the process.

Lululemon Athletica also engages customers at an emotional level.
The company has used this ethos to develop a cult-like following for
its high-end yoga gear and generate remarkable sales—over 52 percent
compound annual growth in the roller-coaster economy between 2005
and 2009. It has achieved this largely through the creation of a
unique customer-centric culture—built both within stores and through
a community-based marketing approach—that is quickly being copied
by Nike, Gap, and Nordstorm, among others. The company identifies
local yoga ambassadors who embody the ‘‘lulu lifestyle’’ and outfits them
with their gear. Every week, the store pushes aside racks and shelves, and
mats are unrolled so these ambassadors can provide free yoga classes
in stores. Their easily identifiable red shopping bags are decorated with
phrases and aphorisms such as ‘‘breathe deeply’’ or ‘‘friends are more
important than money.’’ Although yoga has been around for millennia,
Lululemon has driven a trend that makes yoga practitioners feel they
are a part of a community and a larger vision—and keeps consumers
coming back for more.

Create ‘‘Centers of Passion’’ Across Your Organization
Firms must empower employees to publicly share and discuss ideas
they are passionate about—however controversial and disruptive these
ideas may be. And to bring these ideas to life, they must help build
communities of customers and partners around them. For instance,
frog has launched ‘‘centers of passion’’ across its global network of
design studios where employees can freely discuss their left-field ideas
and engage with colleagues, customers, or external partners who share
similar passions. Robert Fabricant, vice president of creative at frog and
the driving force behind this enterprise-wide initiative, explains: ‘‘We
want to turn an individual employee’s passion into a ‘community of
passion’ where people with different perspectives can identify ways to
convert their personal passion into a practical reality. These passions
are the seeds of transformational solutions that can be used to enhance
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existing initiatives or launch entire new practice areas. The aim is to
create a groundswell movement within frog by cross-pollinating and
cross-fertilizing personal passions across our organization.’’31

Frog has set up a website where its employees can share their
passions with the world. In one of these videos, Denise Burton, a frog
fellow, describes her passion:

Connecting people has always been my passion. Even as a kid,
whenever there was a fight in the playground I was the one who
always brokered peace among fighting kids and reconnected them.
As I grew up, I recognized how technologies like the World Wide
Web and RFID can not only help connect [millions of] people but
also [billions of] devices together. I always dreamed of ‘‘connected
experience’’—a seamless world where people and devices are
interlinked. Even after I joined frog, it long remained a dream.
But now I think frog’s clients are finally ready for my dream: it’s
no longer a blue-sky idea. The timing is right to turn ‘‘connected
experience’’ into a viable commercial reality.32

Encourage Employees to Trust Their Gut—and Validate with
Rapid Experimentation CEOs need to follow the lead of Kip
Tindell, CEO of The Container Store, a leading U.S. housewares
chain, who not only relies on his own intuition to guide his business
decisions but has also enshrined intuition as one of his company’s
‘‘Foundation Principles.’’As Tindell explains: ‘‘We just beg and plead
and try to get employees to believe that intuition does have a place
in the work force. After all, intuition is only the sum total of your life
experience. So why would you want to leave it at home when you come
to work in the morning?’’33

Both Google and Facebook encourage employees to trust their
gut by beta-testing their intuitive ideas—and then adopting those that
achieve significant customer uptake into their mainstream product line.
Despite the power of intuition, it is important to note that however
much you trust your intuition, it is unlikely to always be right. Therefore
the best way to minimize the risks of investing in the wrong products and
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services is to test your intuitive ideas early on in the marketplace—and
use customer feedback to continually iterate design or drop the offering
altogether if customer interest is tepid.

APPLE: A HEARTPOWERED CORPORATION

Steve Jobs, cofounder and former CEO of Apple, was perhaps the
world’s most effective practitioner of the ‘‘follow your heart’’ principle.
Jobs helped Apple disrupt the consumer technology industry several
times over, first with the iPod and iTunes, then with the iPhone and most
recently with the iPad. But Apple didn’t do extensive market surveys to
come up with the iPad. This may have been just as well, given that many
consumers, analysts, and media experts were convinced that there was
no market for it. But Jobs had a knack for reading the market and
was well known for anticipating customer needs without relying on
analysts’ predictions or focus groups.

More important, Jobs depended on his company’s heartpower, as
measured by the quality of customer experience delivered, rather than
its brainpower, as measured by the number of patents filed. Indeed, it
is telling that Apple ranked eighty-first in the 2010 Booz & Company’s
ranking of companies by their R&D expenditures. As a percentage of
its revenue, Apple spends a fifth of what Microsoft spends. Yet it is the
world’s most valued brand today; and, in the same Booz & Company
study mentioned earlier, Apple was ranked as the most innovative
company in the world.34 Credit for this goes to three qualities that Jobs
consistently demonstrated throughout this his career at Apple.

Jobs Was Intuitive Steve Jobs was always a dreamer who envi-
sioned the future of technology well before competitors—or even
customers—did. He let his intuition identify big opportunities and
reveal the pathways to seize them (interestingly, according to Jobs’s
biographer Walter Isaacson, Jobs learned to trust his intuition dur-
ing an introspective trip to India in 1974).35 As such, he was able to
shape—and lead—entire new markets again and again. For instance,
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when he returned to Apple in 1997 after a twelve-year absence, he
happened to meet a designer named Jonathan Ive. Ive was dejected
because his latest invention—a monolithic monitor that had all the
computer functions integrated into it—had been rejected by Apple’s
managers who viewed it as too avant-garde. But Jobs was immediately
smitten by Ive’s invention—in it, he saw the future. He promised Ive
that they were about to start a long-term partnership that would change
the world of computing forever. Ive later became Apple’s head of
design; the invention that Jobs helped bring to market was the iMac.36

Because he always followed his intuition, Jobs never sought out or
relied on external validation for his decisions—from either investors
or customers. In fact, in an interview with Inc. magazine in 1989, Jobs
said: ‘‘You can’t just ask customers what they want and then try to
give that to them. By the time you get it built, they’ll want something
new.’’37 Jobs practiced customer-minded innovation, honed by intuition,
rather than customer-driven innovation, shaped by rationality.

Jobs Was Empathetic Steve Jobs never had to purposefully listen
to end users to understand their needs. His identification with users was
so great that he used himself as Apple’s first and foremost customer.
And he was often the customer of the future rather than of the present.
This helped him design superlative customer experiences not so much
to please external users as to please himself. Indeed, it seems as if he
spent his entire career trying to address his own needs as a technology
user, rather than thinking and acting like a technology provider as most
of Apple’s rivals do. You could call this self-empathy or self-directed
compassion.

Jobs Was Obsessively Passionate Steve Jobs wasn’t just a pas-
sionate leader—he was an obsessively passionate one. He was obsessed
with delighting customers with amazing products that marry ease of use
and superior technical performance—and with over-the-top customer
service to boot. His unabashed passion for excellence in everything
pushed Apple’s employees to outdo themselves and meet his strin-
gent quality expectations. Jobs’s perfectionism is enshrined in Apple’s
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product development principles, such as ‘‘Pixel Perfect Mockup’’ (any
prototype needs to be designed hyperrealistically to look and feel as
close as possible to the end product) and ‘‘10 to 3 to 1’’ (for every new
feature, Apple engineers design without restriction ten entirely different
mockups, then narrow them down to three, and eventually settle on a
final one).38 Of course, Jobs’s detractors thought that his passion for
excellence bordered on insanity (the marble for the floor at the New
York Apple store was allegedly shipped to his California office first so he
could examine the veins). But as the saying goes, the difference between
genius and madness is success.

In his 2005 commencement address at Stanford, Jobs had this to
say to the graduating students: ‘‘You can’t connect the dots looking
forward. You can only connect them looking backwards, so you have
to trust that the dots will somehow connect in your future. You have to
trust in something—your gut, destiny, life, karma, whatever—because
believing that the dots will connect down the road will give you the
confidence to follow your heart, even when it leads you off the well-worn
path, and that will make all the difference.’’39

Tim Cook, Steve Jobs’s successor, is more operations focused, given
his supply chain background—and he seems more driven to managing
the present rather than predicting the future. However, Cook may
be just what Apple needs now that the role of chief empathy officer
and chief intuition officer has shifted from a single individual—Steve
Jobs—to thousands of passionate jugaad innovators at Apple. To help
these employees channel their ingenuity into shaping the future of
computing while maintaining Apple’s successful legacy, you need a
leader who is solidly anchored in the present. Tim Cook might well be
just that person.

CONCLUSION

Jugaad innovators like Kishore Biyani and Steve Jobs are truly gutsy
in many respects: they have courage and the willingness to take risks,
they trust their intuition, and they are passionate about what they do,
believing that they are pursuing a higher cause in the process.
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Following one’s heart—the seat of empathy, intuition, and
passion—is the last of the six principles that jugaad innovators follow.
But following these principles alone is insufficient for an enterprise
to be able to implement the jugaad approach to innovation. As we
explore in the next chapter, to sustain the adoption of jugaad and its
six principles, corporate leaders must understand what changes are
needed at the organizational as well as the individual level.
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CHAPTER EIGHT

INTEGRATING JUGAAD
INTO YOUR

ORGANIZATION

Company cultures are like country cultures. Never try to change one.

Try, instead, to work with what you’ve got.

— PETER DRUCKER

So far, we’ve shown the many ways in which practicing the six
principles of jugaad innovation—seeking opportunity in adversity,

doing more with less, thinking and acting flexibly, keeping it simple,
including the margin, and following your heart—can help Western
companies generate and sustain breakthrough growth in today’s com-
plex environment. But jugaad innovation is not a panacea to be applied
to all innovation problems in all situations; despite its clear benefits,
it also has some clear limitations. Indeed, jugaad isn’t a substitute for
the traditional, structured approaches to innovation most commonly
used in Western companies; rather, jugaad is a useful complement to this
approach.

In this chapter, we discuss the advantages and limitations of jugaad
innovation and the contexts in which it is best applied. We describe
how Western companies can combine the agile and resilient spirit
of jugaad with more structured approaches to innovation, and how
they can prioritize the jugaad principles they need to adopt most
urgently.

181
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WHEN DOES JUGAAD WORK BEST?

The relevance—and ultimate success—of any new business tool, prac-
tice, or approach depends on the context in which it is applied. When
adopting any new tool or approach, companies should apply it not
indiscriminately in all circumstances but selectively, in situations where
the tool or approach is most appropriate. Companies must demonstrate
similar discernment when implementing jugaad innovation—applying
it in specific contexts that best lend themselves to this approach. We
have found that jugaad innovation delivers the most impressive results
when it is practiced in complex and volatile environments with the
following characteristics:

• Rapid changes. Jugaad has particular potency in highly volatile settings
where product lifecycles are shorter, demographic patterns are shifting,
competition can come from anywhere, or governments are constantly
changing policy and unleashing new regulations. For instance, the fast-
paced consumer electronics industry, with its short product life spans,
requires flexible thinking and rapid-fire action, which jugaad innovation
can handily deliver.
• Widespread resource scarcity. Jugaad is most relevant to companies,
sectors, or countries where capital is limited and access to natural
resources is constrained. For example, the resource-hungry food and
beverage industry as well as the automotive sector—confronted with
scarcity of water and oil—need jugaad innovation to revamp their
supply chains so they can do more with less.
• Frugal and diverse customers. Jugaad can be most powerful in markets
where cost-conscious customers are seeking affordable products and
want them to be tailored to their particular needs. For instance, the
consumer products and health care sectors need jugaad innovation to
discover ways to include marginal segments and build empathetic and
personalized relationships with their diverse customers.
• Industry immaturity. Jugaad is important in sectors that are still
nascent and where market mechanisms and industry standards aren’t
established. For example, in sunrise sectors like clean tech and
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biotech—which are highly unpredictable—jugaad innovation can help
companies seek opportunity in adversity, turning it to their advantage.
• Exploding interconnectivity. Jugaad has relevance in industries that are
undergoing a technology revolution and where free social media tools
and ubiquitous cellphones are making communication cheaper and
collaboration easier. Banks, for instance, can apply jugaad innovation
to devise inclusive business models that leverage mobile technologies to
cost-effectively serve marginal segments such as the sixty million
unbanked or underbanked Americans.

These extreme conditions typically have been more prevalent in
emerging markets like India, China, and Brazil than in the United
States or Europe. As we discussed in previous chapters, however,
Western economies have also begun to exhibit many of these aspects of
scarcity, diversity, unpredictability, and interconnectivity. Given these
developments, jugaad may be just what the doctor ordered for Western
companies too: a pill that can boost their immune system, ward off
complexity, and help them innovate and grow. But how should compa-
nies with an established, structured approach to innovation go about
dealing with jugaad? Should they abandon the structured approach
altogether? Or should they integrate it with the jugaad approach? If they
choose to do the latter, how should they integrate the two approaches?

THE HAMMER VERSUS THE SCREWDRIVER

Despite the limits of the structured approach to innovation—particularly
in complex, unpredictable contexts—companies shouldn’t abandon
these traditional structures and processes as they still hold value in
certain conditions. Rather, companies with structured approaches
to innovation—built around big budgets, large R&D teams, and
standardized and linear product development processes—should
expand their innovation toolkit with jugaad. As the global environment
gets ever more complex, companies will need more than a single tool
to deal with complexity. Instead of always using a hammer to deal with
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problems, they might find it useful to use a screwdriver too from time
to time. If the structured approach to innovation is the hammer, then
jugaad could well be the screwdriver.

The key issue for companies, therefore, is to know when to use the
hammer and when the screwdriver. For that, they need to understand
the capabilities and benefits of both tools and how they complement
each other.

The traditional structured innovation approach brings three major
benefits:

1. Volume-oriented economies of scale: Large R&D teams and vast sup-
ply chain resources enable companies to scale up new products and
distribute them to millions of undifferentiated customers. As such,
structured innovation—when successfully executed—delivers volume-

oriented economies of scale for standardized products and services in
homogenous markets.
2. Infusion of ‘‘hard’’ capital: Structured innovation favors ‘‘big risks, big
rewards’’ R&D projects undertaken by companies with huge resources.
As we explained earlier, many of these mega-budget projects fail. Yet
the few projects that do succeed can occasionally lead to disruptive
technologies or groundbreaking products (such as blockbuster drugs)
that can help companies increase revenues and profits and expand
market share—generating ‘‘hard’’ capital and tangible assets that can
be reflected in the balance sheet.
3. Efficiency: Standardized processes like Six Sigma can help companies
execute innovation projects more effectively and efficiently, provided the

environment is stable.

The jugaad approach extends these benefits by bringing additional
value in the following ways:

1. Value-oriented economies of scope: As populations grow more diverse
and markets become more fragmented, jugaad enables companies to
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tailor solutions to the specific needs of multiple customer segments.
Jugaad innovation helps deliver more value to individual customers in
heterogeneous markets.
2. Infusion of ‘‘soft’’ capital: We are entering a postmaterial era in which
employees and customers are seeking meaning more than material
benefits per se. By adopting jugaad, companies can unleash the passion
of employees and engage customers in meaningful relationships. In
this way, companies can accumulate ‘‘soft’’ capital—namely, higher
employee productivity and customer loyalty. These intangible assets
will sustain the company’s competitive edge, as they are harder for
competitors to replicate than more tangible assets, like technology.
3. Flexibility: In an increasingly volatile business environment, managers
need to think on their feet to overcome unexpected challenges. The
resilient jugaad mindset can help managers overcome harsh constraints
by improvising robust solutions using limited resources.

To summarize: jugaad is like a booster, extending a company’s
ability to cope with volatility and do more with less in highly constrained
settings. Ultimately, in order to simultaneously deal with low-volatility,
resource-rich settings as well as high-volatility, resource-constrained
settings, companies need to have both sets of capabilities: the volume-
oriented economies of scale, hard capital, and efficiency of the structured
approach to innovation, as well as the value-oriented economies of scope,
soft capital, and flexibility of jugaad.

The challenge for companies is to know when to apply which
approach—that is, when to use the hammer and when the screwdriver.
This in turn requires leaders to create an organizational context in
which both approaches can exist in harmony without one being favored
over the other at all times. Tim Leberecht, chief marketing officer of
frog, observes, ‘‘Companies need to give themselves the freedom to
swing to both extremes—that is, from highly structured innovation to
free-flowing jugaad—rather than settling in the middle trying to achieve
an elusive ‘balance.’ ’’1
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Such organizational flexibility can be visualized metaphorically as
a pendulum whose dynamic movement enables companies to explore a
wide range of options to meet the innovation requirements of the rapidly
evolving marketplace. For leaders, this means they need to cultivate the
wisdom to know when to be like Miles Davis and improvise innovation
and when to be like Leonard Bernstein and orchestrate it.

Managing the creative tension between jugaad innovation and a
structured approach can prove disruptive. Bringing in the new approach
can conflict with companies’ existing organizational structures and prac-
tices such as resource-intensive R&D models, time-consuming product
development processes, mass-marketing techniques, and hierarchical
management structures. Yet this creative tension between the ‘‘yin’’
(structured) and ‘‘yang’’ (unstructured) aspects of innovation is healthy
and worth nurturing: it can even yield tremendous benefits for organi-
zations. In an increasingly complex world, managing polarities—that is,
extremes—is rapidly becoming a core competence for Western leaders.
And there is no better way to develop it than by integrating jugaad
into their organizations and learning how to balance and integrate
multiple—and conflicting—approaches to innovation.

HOW GE SUCCESSFULLY INTEGRATES
JUGAAD AND SIX SIGMA

GE, a large conglomerate that heavily relies on structured approaches
like Six Sigma, has managed to integrate the jugaad approach into its
existing organization and, in the process, learned to swing with this
‘‘innovation pendulum.’’ There is a strategic reason behind this. The
$150 billion industrial goliath that employs three hundred thousand
people worldwide is striving hard to become agile and resilient in the
face of growing complexity. The company is doing so by shifting its
business model from that of an R&D driven company to that of a
customer-focused organization.

GE’s radical transformation is driven by CEO Jeffrey Immelt.
Unlike his predecessors—such as the legendary Jack Welch—who had
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an operations or engineering background, Immelt’s background is in
sales and marketing, the first CEO with such a background in GE’s
120-year history. Because he has spent most of his career interacting
with customers, Immelt understands intuitively the importance of being
customer-focused, agile, and responsive. In particular, through extensive
interaction with customers, Immelt gained the following important
insight: GE’s customers no longer value just how well GE engineers
its products, but also how well GE serves them throughout the product
lifecycle. Plus they expect GE to deliver these quality products and
services faster and cheaper.

For GE, this means that the ability to sense and respond swiftly to
customers’ requirements is as critical to success as engineering prowess
is—if not more so. Recognizing that this new market reality calls for
higher speed, agility, and cost-efficiency, Immelt is encouraging every
GE employee to innovate and think differently by adopting the frugal
and democratic principles of jugaad. And, as we’ll now describe, this
push is working.

GE Healthcare, one of GE’s units, is a clear example of the massive
cultural transformation GE is undergoing—and the resulting benefits.
GE Healthcare operates in the West and in emerging markets, in an
industry that is extremely complex, supercompetitive, highly regulated,
and undergoing a great deal of change. Despite these challenges, GE
Healthcare is managing to innovate by successfully practicing the six
principles of jugaad to compete and win in a complex world of adversity,
scarcity and unpredictability.

GE Seeks Opportunities in Adversity The PET/CT scanners
produced by GE Healthcare (hereafter simply ‘‘GE’’) are high-end
devices used for cancer diagnosis and treatment. The devices themselves
are expensive. They also require a cyclotron—which is as costly as a
PET/CT scanner—to generate a radioisotope called fludeoxyglucose
(FDG) that is injected into patients to help produce the diagnostic
images that can precisely locate the disease. In India, large hospitals
have traditionally imported FDG for use with their PET/CT equipment.
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But this process is expensive and time-consuming—and quite beyond
the reach of small-town and rural hospitals. Seeing an opportunity in
these adverse circumstances, GE worked with private diagnostic centers
and local airlines to domestically produce FDG and deliver it within
hours to small-town hospitals around the country.2 This just-in-time
supply chain for FDG delivery is now fully operational and is being
scaled up. In addition, GE has connected with Nueclear Healthcare,
an Indian company, to set up a network of 120 advanced molecular
imaging centers all across India by 2015. These types of affordable and
accessible solutions for early cancer detection are of huge value to India,
where cancer is one of the leading causes of death and the incidence of
the disease is growing alarmingly fast. The number of cancer patients
in India, currently about 2.5 million, is expected to increase five-fold
by 2025.3

Despite the challenges of working in a country like India, where
logistics can be highly unreliable, GE has succeeded in making high-
quality cancer diagnosis and treatment available to even low-income
communities across the country. Terri Bresenham, president and CEO
of GE Healthcare India, says: ‘‘Our studies and pilot programs helped
us imagine and innovate solutions that are appropriate and affordable.
However our ‘jugaad’ innovations are not limited to technologies. We
also focus on parallel needs in healthcare delivery; the scarcity of afford-
able capital, digitization for networking urban centers of excellence
with tier-II and tier-III towns, and key partnerships with local suppliers,
medical colleges, and state governments.’’4

GE does more with less GE recognized that its bulky and expen-
sive electrocardiogram (ECG) devices were unaffordable for physicians
in emerging markets like India, China, and Africa. The company also
realized that these devices were impractical in these markets, as doctors
could not carry them on their motorbikes or bicycles when visiting
patients in far-flung villages. Plus, villages often didn’t have electricity to
power these ECG devices. Recognizing the problem and aware of the
need for this device in rural areas, GE’s researchers in India invented in
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2008 the MAC 400—a portable electrocardiogram that costs one-tenth
and weighs one-fifth of its current equivalent in Western markets. The
compact MAC 400—priced at $1,000—boasts a super-long battery
life and uses several off-the-shelf components. Its rugged printer, for
instance, is an adapted version of the portable ticket machine used in
Indian bus kiosks. As a result, MAC 400 is easy to use and maintain in
dusty rural environments and delivers more value at a lower cost.5

After successfully deploying MAC 400 in emerging markets such as
India and China, GE rolled out this FDA-approved device in the United
States for applications such as emergency roadside assistance.6 After
introducing MAC 400 in 2008, GE outdid itself in 2010 by launching
the MAC i, an ECG device that is lighter than MAC 400 and is priced
at around $500—potentially bringing the cost of ECG tests down to just
$0.20 each.7

GE Thinks and Acts Flexibly GE’s recession-weary clients are
reluctant to pay millions of dollars up front for big-ticket items like power
turbines, aircraft engines, and medical equipment. This reality has
forced GE to think flexibly. Accordingly, the company has transformed
its business model from that of a product supplier to that of a total
solutions provider, offering clients more financing options in the process.
In particular, rather than selling its products outright, GE also now rents
them out, using a ‘‘pay as you go’’ pricing model. Alternatively, the
company works with partners to operate and maintain products for
a fee under a performance-based service contract. For instance, in
India, GE has implemented a flexible pricing model known as ‘‘pay-
per-scan’’ that enables frugal medical diagnostic centers to rent GE’s
diagnosis equipment like CT scanners—instead of buying them at a
high price—and to pay a variable fee depending on the total number
of scans conducted each year.8

GE is also demonstrating its flexible thinking by revamping its
relationship with government bodies. While many Western compa-
nies complain about escalating government regulations—and thus view
the government as a barrier to increasing business performance—GE
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is forging win-win public-private partnerships (PPPs) with govern-
ments worldwide. For instance, in India, GE has partnered with state
and local governments and specialized service providers that operate
diagnostic imaging facilities equipped with GE’s equipment at public
hospitals—especially in rural areas. Such a win-win PPP model has
helped increase the efficiency of state-run hospitals, which are spared
the need to invest in expensive equipment or scramble to recruit quali-
fied technicians—yet can provide affordable, high-quality care for rural
patients.9

GE is not only empowering its executives to think flexibly but also
enabling them to act flexibly. Indeed, GE has started redesigning its
rigid, top-heavy organizational structure to allow for jugaad innovators
in its regional units to sense and respond to local opportunities faster. In
particular, the heads of GE operations in emerging markets are being
given latitude to make strategic decisions without seeking approval
or resources from headquarters.10 Now these regional leaders can
quickly fund and execute promising jugaad ideas, such as the just-in-
time delivery of FDG to hospitals and clinics equipped with PET/CT
scanners.

GE Keeps It Simple Having traditionally overengineered products,
GE’s R&D teams are now learning the virtues of simplicity. GE’s top
engineers found that physicians in rural areas of emerging markets
like India, who use only a thermometer and stethoscope, had no use
for their bulky, hard-to-use ultrasound machines. Yet these physicians
were not technology averse—they all carried cellphones. With this
information, GE’s engineers had a jugaad idea: what if they could
design an ultrasound machine as compact and simple to use as a
cellphone? The result was Vscan, a portable ultrasound device that
weighs merely one pound, is as small as a smartphone, and has a user
interface as simple as an iPod’s. Vscan has been a huge success in both
developed countries and emerging markets. Immelt believes this simple
but powerful device will one day become as indispensable to physicians
as the thermometer and stethoscope. Indeed, a study conducted by
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Scripps Health validated Vscan’s ability to accurate diagnose structural
heart conditions. The study called Vscan the greatest invention since
the two-hundred-year-old stethoscope (which was invented in 1816),
because Vscan allows the physician to ‘‘see’’ a patient’s heart, leading
to more accurate diagnoses. Dr. Eric J. Topol, chief academic officer
at Scripps Health and principal investigator on the study, explains:
‘‘Approximately twenty million echocardiograms are conducted in the
United States every year, each costing $1,500 or more and requiring
a return appointment for a hospital or clinic echo laboratory for an
extended session of about forty-five minutes. A pocket echocardiogram
[like the Vscan] could significantly reduce costs and improve the quality
of the patient experience.’’11

GE Includes the Margin In 2009, GE launched
Healthymagination—a strategic initiative overseen by Immelt that
aims to make high-quality health care affordable and accessible to
more people, especially underserved communities around the world,
including in the United States. As part of Healthymagination, GE has,
for instance, partnered with P&G, Johnson & Johnson, Anthem, and
UnitedHealthcare to pilot a government-funded community program
in Cincinnati that aims to improve health delivery while reducing
costs. Cincinnati’s health statistics are alarming: over 12 percent of
the population lacks health insurance, and the mortality rate is higher
than the national average—causing health care spending to increase
at 8 percent annually. The Beacon Community program will set
up an electronically connected, citywide health care system called
HealthBridge that aims to reduce the cost of care and improve quality
and efficiency metrics targeted at diabetes, primary care, childhood
asthma, and congestive heart failure. If this grassroots model in
Cincinnati is successful, GE intends to apply it to other communities
across the United States—thus making health care accessible to
marginal segments. As part of the Healthymagination initiative, GE
is making its low-cost, easy-to-use devices like the MAC 400 and
Vscan more widely available to less-specialized community health
workers—such as those in rural areas of the United States.12
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GE Follows Its Heart GE has traditionally served business cus-
tomers such as airlines, hospitals, factories, and governments. But given
his commercial background, Jeff Immelt recognized the importance
of developing empathy for end users—those whom its business clients
serve. To that end, Immelt has tasked Beth Comstock, GE’s chief
marketing officer, with increasing GE’s emotional quotient by engaging
these end users in a meaningful dialogue. Comstock is now connecting
GE’s left-brain R&D engineers more closely with end users through an
empathy-building initiative called ‘‘market back’’—that is, first iden-
tify end users’ needs, and then co-create new solutions, in partnership
with business customers and partners. These market back solutions are
designed from the ground up in local markets rather than being pushed
down by senior executives in headquarters, so they fit specific local
contexts better. They are quickly rolled out and tested using immediate
customer feedback. For instance, GE’s R&D engineers are immersing
themselves in village clinics in India and Bangladesh to develop empa-
thy for rural patients and understand how to come up with health care
solutions that are affordable and accessible for low-income communities
worldwide. Comstock notes: ‘‘Global perception and expectation of
innovation is changing and businesses would be short-sighted not to
change with it. And that means looking at innovation in both the science
lab and the ‘real world’ lab. From the top down to the masses up. And
from pure profit to profit with a purpose. Companies that embrace this
new model for innovation today will be better positioned for growth
tomorrow.’’13

By internalizing the six principles of jugaad, GE is developing the
flexible and inclusive mindset needed to improvise empathetic solutions
that are affordable and sustainable for a larger number of people.
But where does Six Sigma fit into all this? Six Sigma enhances—and
helps magnify—the value of GE’s jugaad inventions. In particular, GE
leverages structured Six Sigma processes, first to improve the quality

of its jugaad inventions so they meet international standards (in the
same way it obtained FDA approval for its MAC 400 and Vscan
devices), and then to rapidly scale up these jugaad inventions—taking
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advantage of GE’s impressive global manufacturing and distribution
capabilities—so they can be made available to a larger number of
customers worldwide, thus accelerating the market adoption of jugaad
inventions.

In sum, GE is a successful example of how a Western company,
by embracing jugaad, can think flexibly, act nimbly, and harness the
ingenuity of its vast base of employees, customers, and partners to
drive breakthrough innovation and growth. More important, GE has
shown how to mesh the bottom-up, unstructured approach of jugaad
innovation with a more traditional, structured approach to innovation
in the context of an advanced global organization.

But GE is not alone in achieving this synergistic blend. Hun-
dreds of organizations are effectively integrating jugaad into their
organizations—enabling them to innovate faster, better, and cheaper.
And so too can you and your company. But to make the most of jugaad,
you need to prioritize your efforts to adopt this new frugal and flexible
approach to innovation.

GETTING STARTED WITH JUGAAD

Jugaad can disrupt business as usual—for the better. As with any
disruptive change, however, companies can adopt jugaad in one of
two ways: in one fell swoop or in small chunks. Large corporations
led by visionary leaders, such as 3M, GE, PepsiCo, and Procter &
Gamble have the resources and the willpower to reinvent the entire

organization around the six jugaad principles. But the majority of
Western companies—and their leaders—may be intimidated by the
thought of such a wholesale adoption. For those companies and their
executives we offer two suggestions:

1. Prioritize the jugaad principles you need to adopt. Not all jugaad principles
are of equal importance to all organizations. At the corporate level, you
need to let industry dynamics and your company’s strategic require-
ments determine which of the six jugaad principles is most critical for
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your business success. For instance, if you are a premium retailer that
sells luxury items, doing more with less and including the margin may
not be of critical relevance; however, keeping it simple may be crucial
to streamlining the service experience for high-end customers. If you
are a consumer product supplier like Procter & Gamble or Whirlpool,
you may choose to primarily do more with less by creating new fru-
gal products for buyers whose purchasing power is waning. Similarly,
Western companies in industries undergoing major turmoil, such as
pharmaceuticals and automotive, would be wise to seek opportunity in
adversity and think and act flexibly in order to radically reinvent their
obsolete business models.

At an individual level, your functional role may determine the
critical mix of jugaad principles that will add most to your career.
For instance, we would suggest to marketing executives and R&D
directors—who tend to think with the logical left brain—that they
follow their hearts in engaging customers and cocreating solutions
that delight them. Human resource managers may also find the ‘‘fol-
low your heart’’ principle relevant to their jobs. At a time when 71
percent of employees in corporate America feel disengaged at work,
HR managers need to create a work environment that encourages
employees, especially free-spirited Millennials, to pursue their passion
in the workplace—just as companies like Apple, Google, and frog
are doing.
2. For each principle you choose to adopt, aim first for the low-hanging fruit.

Once you have decided which principles are of strategic importance to
you, you can adopt each of them in small, manageable stages. If ‘‘keep it
simple’’ appeals to you, you can begin by simplifying the design of your
products and making them easier to use and maintain—as Siemens did
by launching their SMART initiative. If, on the other hand, you are
willing to be bold, you can do what Philips did: simplify all your business
processes and your entire organization—but especially your customer
interactions. Likewise, if you are attempting to ‘‘do more with less’’
you can demonstrate frugality by first reusing components across existing
product lines—just as GM is doing with its ‘‘global (vehicle) platforms’’
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initiative. Later, you can develop your frugal mindset by emulating
GE—that is, by designing entirely new, very affordable, high-quality
products. Finally, if you are an enlightened bank willing to ‘‘include
the margin’’—that is, the 60 million Americans who are unbanked
or underbanked—you can first partner with an organization like the
Center for Financial Services Innovation (CFSI) and pilot financial
inclusion solutions in a few U.S. cities before scaling them up nationally.
Of course, you would have to hurry as you do this, because nimble
start-ups and Wal-Mart are already encroaching on your turf by offering
basic banking services to underserved communities.

In our companion website (JugaadInnovation.com) we showcase
additional tools that can help you prioritize how you implement jugaad
and guide you in how to do so effectively.

Prioritizing and adapting the six principles most relevant to your
business will help you build buy-in for jugaad across the organiza-
tion and successfully integrate its most relevant principles into your
enterprise—enabling you to use jugaad as a powerful tool to accelerate
innovation and growth. The most critical factor, however—one that can
make or break the successful adoption of jugaad in an organization—is
leadership. Without strong commitment and backing from senior lead-
ers, starting with the CEO, a potent yet disruptive approach like jugaad
will fail to take hold in organizations accustomed to the structured
approach to innovation.

DRIVING JUGAAD ADOPTION:
THE CEO’S AGENDA

Ultimately, jugaad won’t take hold in a corporation without active
support from the very top. Growth-seeking CEOs have a key role to
play in driving the adoption of jugaad across their enterprise. Based
on our knowledge of many companies’ experiences, we’ve created a
list of dos and don’ts for CEOs seeking to integrate jugaad into their
organizations.
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Don’t Try to Implement Jugaad in a Systematic, Top-Down
Fashion In these recessionary times, CEOs may view jugaad as
a silver bullet for driving innovation-led growth. They may be very
tempted to adopt—and even impose—jugaad as a new ‘‘best practice’’
that can quickly be implemented in a top-down fashion. Yet such an
attempt is more likely than not to fail. You don’t roll out jugaad across
your organization the same way you roll out a Six Sigma process or
an enterprise software tool. Jugaad is neither a process nor a tool nor
a scientific method that can be deployed in a top-down way. In spirit
and practice, jugaad is closer to a fluid art and culture than a rigorous
science. More important, an organization doesn’t practice jugaad; rather,
the individuals in that organization do so. CEOs need to exercise
restraint, enabling the ingenuity that lies dormant in each one of his or
her employees to emerge on its own and flourish from the bottom up.

Do Celebrate Your Existing Jugaad Innovators Rather than
trying to institutionalize jugaad, CEOs should seek instead to identify—
and celebrate—those maverick employees who already think and act like
jugaad innovators. These mavericks are the ‘‘outliers’’ who defy corpo-
rate policies and guidelines to come up with groundbreaking inventions.
By publicly celebrating their achievements, CEOs can send a signal to
other employees that it’s OK to think and act flexibly or do more with
less or include the margin. But CEOs should also acknowledge—and
even celebrate—the failures of jugaad innovators—to also send the sig-
nal that failure in the pursuit of innovation is fine. For instance, Google’s
ethos celebrates both success and failure. Google’s executive chairman
Eric Schmidt explains that his company is a risk-tolerant organization
where ‘‘it’s absolutely OK to try something that’s very hard, have it not
be successful, and take the learning from that.’’14

Do Persuade Skeptical Employees by Creating a Sense of
Urgency CEOs may find it difficult to convince some employees
in the United States or Europe to embrace jugaad innovation. These
employees may lack the appropriate context to properly appreciate
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these principles and their relevance in today’s complex world. For
instance, R&D teams in the West, accustomed to abundant resources
and devoted to pushing the technology frontier for its own sake, may
find it hard to relate to the jugaad principles of do more with less and
keep it simple. Here is some anecdotal evidence to that effect: after
attending our workshop on jugaad, a senior executive at a Fortune 500
company pointed to the hundreds of cars in his company’s vast parking
lot and said, ‘‘Look: all I see is abundance, not scarcity. Why should I
bother doing more with less?’’

Nevertheless, engineers and scientists love challenges. And CEOs
can appeal to this competitive spirit by setting R&D teams challenges
that are both socioeconomic and technological. These challenges will
foster a sense of urgency by creating artificial constraints that favor the
emergence of jugaad ideas and ‘‘good enough’’ solutions. For instance,
inspired by Ratan Tata (who came up with the idea for a $2,000 car),
Renault-Nissan’s CEO Carlos Ghosn, who famously coined the term
‘‘frugal engineering’’ in 2006, is challenging his French and Japanese
engineers to match and even exceed the cost, performance, and speed of
his Indian engineers. In one instance, Mr. Ghosn asked three different
R&D teams—one each from France, Japan, and India—to come up
with an engineering solution for the same technical problem. The teams
came up with solutions of equal quality—yet the Indian engineers’ solu-
tion cost only one-fifth of what the French and Japanese engineers’
solutions cost.15 Jean-Philippe Salar, a Frenchman who heads Renault’s
Design Studio in Mumbai, notes that Renault’s R&D and marketing
leaders in headquarters are learning to appreciate the flexible and frugal
mindset of Indian engineers—who think and act like jugaad innovators
do.16 Indeed, as frugal engineering becomes key to competing and
winning in the recessionary economies of the West, Renault’s executives
want to embrace the principles of jugaad in France.

Don’t Patent Jugaad Inventions—Monetize Them As the
jugaad culture blossoms in companies, it is bound to unleash a torrent
of inventions—conceived by thousands of ingenious employees.
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Rather than trying to patent them all—which will only cost time and
money—companies should focus on monetizing the most promising
ideas by commercializing them at speed. In this area, Asian companies
are ahead of Western companies in their perception of and approach to
intellectual property (IP)—as exemplified by Neusoft, China’s largest
IT solution and service provider. Dr. Liu Jiren, chairman and CEO of
Neusoft, explains: ‘‘When we introduced our first software in China,
it was immediately copied by other Chinese rivals. That’s when we
realized that even if I had patented an idea, someone else could have
come up with a better idea. So we shifted our focus from patenting a
single big idea to generating a multitude of ideas and then executing
on our ideas as fast as possible. The faster we can monetize our ideas,
the better positioned we will be vis-à-vis our competition.’’17 Compare
Dr. Liu’s attitude with the practices more typical of technology
companies in Silicon Valley, who tend to place greater emphasis on
patenting a single big idea and desperately trying to defend it against
competitors—an obsession that often leads to unending lawsuits and
counter lawsuits for patent infringement. Jugaad isn’t about who has
the best ideas, but who is the best at executing ideas.

Do Use ‘‘Innovation Brokers’’ to Cross-Pollinate and Syn-
ergize Jugaad Ideas Although ‘‘letting a hundred jugaad ideas
bloom’’ is a great way to harness the ingenuity of all employees, there’s
a danger that companies may miss out on bigger opportunities that
could emerge by recombining and integrating multiple ideas in a syner-
gistic solution. To avoid forming ‘‘islands of creativity,’’ CEOs need to
create an ‘‘innovation brokering’’ function tasked with cross-pollinating
and cross-fertilizing jugaad ideas across teams.

For instance, after dabbling in Six Sigma and finding that it sti-
fled innovation, 3M swiftly returned to a more jugaad approach to
innovation (see Chapter Two). Now Chief Technology Officer Fred J.
Palensky oversees the cross-fertilization of jugaad ideas produced by
fiercely independent inventors across the company as a whole. Accord-
ing to Palensky, 3M allows all technical members in its R&D group to
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invest 15 percent of their time and efforts in programs, interactions,
teaching, and learning in areas totally outside their core activities. To
enable collaboration and cross-pollination of ideas across business units,
3M has launched more than three hundred joint innovation programs
that span multiple divisions. Palensky points out: ‘‘All of this creates a
community of collaboration and ensures that everybody has some skin
in the innovation game. And because our senior leaders have grown
up in this culture, they continue to nurture and protect this highly
collaborative, enterprising environment.’’18

Do Apply Jugaad to Formulate Robust Strategies When John
F. Kennedy gave voice to the bold vision of putting a man on the
moon, he refrained from formulating the precise means by which to
achieve that vision. Instead, he allowed the means to emerge organically
through the creative input and interplay of the scientific community.
Similarly, CEOs must paint a bold vision for their company’s future and
then trust that employees will tap into the jugaad spirit to come up with
the appropriate strategy for realizing this vision. For instance, although
Best Buy’s vision of expanding globally was driven by top management,
the precise means to execute this vision were developed by passionate
employees eager to take Best Buy into foreign markets.

Do Use Web 2.0 Collaboration Tools to Harness Customer
and Partner Creativity CEOs should extend the adoption of
jugaad beyond the limits of their organization and seek out bright ideas
from jugaad innovators in their customer and partner communities as
well. To do so, they should invest in social media technologies to engage
customers and partners in a dialogue on key issues of relevance to the
company. Such grassroots collaboration can help identify challenging
problems and generate counterintuitive solutions.

For instance, IBM regularly conducts ‘‘jamming’’ sessions involv-
ing hundreds of customers and partners. These sessions help identify
major socioeconomic problems, like global warming and the health
care crisis, as well as promising ideas that can be developed to
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tackle these problems. Similarly, design houses such as frog and IDEO
are now practicing crowdsourcing: using social medial tools, they are
inviting jugaad innovators in cyberspace to put their brains together
to solve vexing problems that afflict corporations and societies alike,
worldwide.19 These issues range from the mundane exploration of ‘‘how
to make a user-friendly fridge’’ to more serious stuff like how to increase
the number of registered bone marrow donors to help save more lives.

Bold, creative leadership is vital for the successful adoption—and
integration—of jugaad in an organization. Rather than imposing jugaad
as the best practice du jour, CEOs should strive to facilitate the adoption
of jugaad as a grassroots movement that evolves organically and volun-
tarily. In doing so, CEOs will increase the stickiness of jugaad in the
organization so it can deliver sustainable value to the company.20

CONCLUSION

Hundreds of corporations, such as GE and PepsiCo, are adopting
jugaad practices and integrating them into their existing innovation
approaches. But we believe that jugaad isn’t applicable only to corpora-
tions; it also has relevance to non-governmental organizations (NGOs),
governments, and society at large. Indeed, entire nations, especially the
developed economies of the West, stand to gain from adopting a jugaad
approach to innovation. The good news is that a growing number of
grassroots entrepreneurs in the West—especially ordinary citizens and
Generation Y—have already begun to apply jugaad to address major
issues related to areas such as health care, energy, and education. As
a result, a whole jugaad ecosystem is emerging in the United States and
Europe, with the backing of forward-thinking government agencies
and academic institutions.

In the next chapter we describe how corporations can actively
support—and benefit from—the groundswell innovation movement
unfolding across Western societies, a movement that is emblematic of a
return to their jugaad roots and their rebirth as jugaad nations.
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CHAPTER NINE

BUILDING JUGAAD
NATIONS

The highest and best form of efficiency is the spontaneous cooperation of

a free people

— WOODROW WILSON

The jugaad movement is rapidly gaining traction in the West.
While some Western organizations are adopting jugaad to catalyze

innovation and growth, jugaad is also increasingly being practiced
by a broad spectrum of individuals and groups in the West. Led by
creative citizens, Millennials, forward-thinking entrepreneurs, venture
capitalists, and non-profit organizations, a whole jugaad innovation
ecosystem is emerging—to help Western societies improvise frugal and
flexible solutions to problems of complexity and scarcity.

Larger institutions in the United States and Europe—such as
governments and universities—are actively supporting the emergence of
such an ecosystem—and contributing to its sustainability. This emerging
ecosystem not only creates an environment for grassroots entrepreneurs
to thrive in but also helps Western corporations in their own attempts
to practice jugaad innovation. Indeed, corporate leaders—seeking to
adopt jugaad in their organizations—can learn from other jugaad
innovators in Western economies. By joining this external grassroots
movement, Western companies can accelerate their internal adoption of
jugaad—and profit from it handsomely.

201
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THE INGENUITY ECONOMY

The developed world, like the emerging world, is facing its own prob-
lems in areas such as health care, education, finance, and community
development. Western governments, with their bloated budgets and
bureaucracies—and faced with financial meltdown—are severely con-
strained in their efforts to solve these problems. In such a context,
entrepreneurial citizens from all walks of life in the West are increas-
ingly taking matters into their own hands. With a flexible and frugal
mindset, these citizens are seeking to address the vexing problems their
societies face rather than waiting for their governments to do so.

For example, across the United States ordinary American citizens
are coming up with innovative solutions to deal with challenges in
health care, energy, and education. These citizen innovators are the Ben
Franklins and Cyrus McCormicks of the twenty-first century: they rely
on pure American ingenuity to improvise simple yet practical solutions to
the problems afflicting their communities. They innovate not in a fancy
R&D lab but in their homes and on the streets, doing more with less.
Examples of such citizen innovators in the West include the following:

• The Frugal Housebuilder: In the aftermath of Hurricane Katrina, Zach
Rosenburg and Liz McCartney founded the St. Bernard Project in
New Orleans to make homebuilding efficient, ‘‘unfettered by prior
processes and structure, by reducing construction time by 30% and
costs by up to 15%.’’1

• The Inclusive Doctor: Dr. Vivian Fonseca, a professor of medicine
at Tulane University in New Orleans, helped develop an SMS-based
diabetes control solution for elderly and low-income patients that is
simple to use and cost-effective.2

• The Resilient Lawyer: After graduating from law school, Brooke Richie
launched the Resilience Advocacy Project to train young kids from
underprivileged communities in New York to give their peers free legal
advice—allowing them to discover new economic opportunities that
can help them break out of multigenerational poverty.
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• The Passionate Educator: Lily Lapenna has created MyBnk, the
UK’s first independent, peer-led youth banking program approved by
the national banking regulator. In doing so, Lapenna is developing the
next generation of financially literate and entrepreneurial citizens. Such
literacy will be crucial as the UK economy struggles to avoid another
recession. In just five years, thanks to its partnership with dozens of
schools and youth organizations, MyBnk has evolved from a pilot project
to reach thirty-five thousand eleven- to twenty-five-year-olds in under-
privileged neighborhoods of London. These tech-savvy youth learn
about managing money and the basics of entrepreneurship through
cellphone-based games.3

MILLENNIALS LAUNCH THE DIY
REVOLUTION IN THE WEST

The groundswell jugaad movement unfolding across the United
States and Europe is receiving particular support—and active
participation—from the Millennials, aka Generation Y. These North
American and European youth, who have witnessed massive corporate
layoffs and scandals, are cynical about large enterprises and no longer
believe in job stability. They prefer to start their own companies and
be their own bosses—thus becoming a do-it-yourself (DIY) generation.
According to a survey conducted by The Affluence Collaborative, 40
percent of those in Generation Y plan to launch their own business,
and 20 percent already have.4 But these budding Generation Y
entrepreneurs are frugal and think and act flexibly, like the fictional
MacGyver. They are big believers in doing more with less. Rather
than running big R&D departments, the new DIY start-up generation
makes extensive use of social media tools like Facebook in an open
source model to cocreate new products and services with their friends
around the globe.

Nobody embodies the frugal and flexible mindset of this ‘‘do-it-
yourself’’ generation better than Gen Y’er Limor ‘‘Ladyada’’ Fried.
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An MIT-trained engineer, Fried is a pioneer of the open source
hardware (OSHW) movement.5 Members of this movement—mostly
geeky engineers—make the source code of the electronic products they
design available for free on the Web: anyone can download the code
and use it to build their own products using off-the-shelf components.
Any improvements or additions to the code are shared with other
members of the larger community who improve the modified code and
share it again with other members—and so the cycle repeats itself. This
collaborative method of creation allows the entire community to do
more for less—that is, create more products at a low cost, and with a
reduced timeline, because members don’t have to build code from the
ground up every time they start a new project—they can simply reuse
code that is already freely available.

Fried’s nickname ‘‘Ladyada’’ is a tribute to Lady Ada Lovelace,
a nineteenth-century English countess with a gift for mathematics.
Lovelace is widely regarded as the first computer programmer in the
world, having written perhaps the first algorithm intended to be pro-
cessed by a machine (Charles Babbage’s Analytical Engine).6 Like
Lovelace, Fried is a maverick. When Microsoft launched the Kinect, a
motion-sensing input device for the Xbox 360 video game console, Fried
organized a $2,000 challenge for open source Kinect drivers. When
Microsoft reacted by deeming the challenge an unacceptable modifica-
tion to their product, Fried responded by raising the prize to $3,000.
Microsoft eventually relented and recognized that the Kinect drivers
developed by the open source community were of high quality—and
very likely far cheaper to develop than investing millions of dollars
in R&D. Commenting on this bottom-up innovation, Wired magazine
wrote: ‘‘When DIYers combine those cheap, powerful tools with the
collaborative potential of the Internet, they can come up with the kinds
of innovations that once sprang only from big-budget R&D labs.’’7

Fried is a prototypical jugaad innovator. From her modest studio in
Manhattan, Fried—who labels herself a ‘‘citizen engineer’’—churns out
high-impact gadgets whose source code is immediately made available
on her personal web site, www.ladyada.net. Her noteworthy inventions
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include MintyMP3, a portable music player whose body is essentially an
Altoids box (you get ‘‘fresh’’ music with it), and the MONOCHRON
clock, a device that displays a ‘‘Retro Arcade Table Tennis for Two’’ (à
la PONG, the popular 1970s video game) while telling the time.

Fried also operates an e-commerce site—adafruit.com—that sells
the kits and parts for the projects featured on ladyada.net along
with other cool open source electronic products. In August 2011,
Adafruit.com hit the hundred-thousandth customer mark. Reacting to
this milestone, Fried and her teammates wrote on the website: ‘‘We’d
like to thank all our customers that got us here and we look forward to the
next 100,000 chances to make the world a better and smarter place
through electronics, engineering and sharing!’’

In 2011, Fried received a dual honor: she was named among
the Most Influential Women in Technology by Fast Company and was
featured on the cover of Wired magazine.8 She was the first female
engineer ever—and maybe the first ever jugaad innovator—to appear
on the magazine’s cover. Like many Gen Y’ers, Ladyada has a natural
proclivity for jugaad innovation that enables her to improvise frugal
and flexible solutions to even the most complex problems. Fried would
have made the original Lady Ada proud.

NEXT-GEN ENTREPRENEURS RESHAPE
ENTIRE INDUSTRIES

A new wave of flexible-minded jugaad innovators in the United States
and Europe—many of them belonging to Generation Y—are turning
the conventional practices of many industries upside down, and in the
process creating affordable and sustainable products and services that
are accessible to more people. Here are some of the ways that jugaad
entrepreneurs in the West are reshaping entire industries.

Making Education Playful Several Western entrepreneurs are
trying to put the fun back into education by making coursework more
engaging if not outright entertaining. These attempts are targeted
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mainly at Generation Z, a cohort that is more at ease playing with
Nintendo and interacting on Facebook than learning through boring
old textbooks.

For instance, the Khan Academy is making the intimidating subject
of mathematics cool (and fun) for thousands of students worldwide.
The ‘‘academy’’ is, in fact, a virtual campus founded by Sal Khan, an
MIT-trained former hedge-fund analyst. In 2006, to assist his cousin in
New Orleans with her math homework, Khan created and uploaded
onto YouTube some rudimentary video tutorials on how to do algebra.
His videos quickly went viral. Within days, they were downloaded by
thousands of people—students, teachers, and parents—from all over
the world. Emboldened by this success, Khan began posting more math
tutorials on YouTube. Tens of thousands of users devoured them in no
time. Eventually, Khan quit his comfortable financial analyst’s job to
dedicate all his time to the Khan Academy. His mission was to provide
‘‘a free world-class education to anyone anywhere.’’ Today, the Khan
Academy offers more than 2,400 short lessons—ranging from ten to
twenty minutes each—on a slew of topics ranging from algebra to ven-
ture capital. Anyone with a web browser can access them all—for free!9

Students from West Virginia to Uganda to Vietnam are down-
loading Khan’s videos (all of which he has produced himself) in ten
different languages. The huge success of these online tutorials is due to
five factors:

1. They are free and easy to access.
2. They are simple to use.
3. They are not time-consuming—by watching Khan’s videos, you

can learn, in less than twenty minutes, algebra basics that might
take two hours to learn in a classroom setting.

4. They are highly engaging, given Khan’s conversational style.
5. You can watch them and learn at your own pace without feeling left

out or falling behind as in a physical classroom.

In a nutshell, the Khan academy delivers more value at a lower cost
for more students worldwide—something that the traditional education
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system has struggled to accomplish. It’s not surprising that Bill Gates
has called the Khan Academy ‘‘a glimpse of the future of education.’’

Ntiedo Etuk is another entrepreneur who’s making education fun
and engaging for young people. Etuk founded DimensionU in New
York to create web-based computer games that teach the fundamentals
of mathematics, literature, and other essential subjects. The competitive
nature of these games provides an incentive for students to play even
after school hours. And so they do homework without even realizing
that they are doing so!10

Delivering Quality Health Care to Millions As of this writing,
fifty million Americans lack medical insurance. The United States
spends twice as much per person on health care annually as Japan,
Canada or Germany and still ranks lower in health indicators. Sensing
an opportunity, a growing number of jugaad entrepreneurs in private
and public organizations are trying to deliver higher-quality health care
to more people at a lower cost in the United States.

For instance, the Centers for Medicare and Medicaid Services—run
until recently by Donald Berwick, a Harvard-educated physician—is
helping make the bloated health care system leaner. Berwick enabled
this by rewarding hospitals and doctors not for the number of procedures
they do or the drugs or tests they recommend but for bringing about
tangible improvements in patients’ health. As he explained: ‘‘How much

doctors and hospitals do has become more important than how well

they do.’’ Berwick tried to change this state of affairs. Thanks to his
initiatives, last year alone the Centers saved Medicare $36 million and
earned physicians $29 million in bonuses and cost savings.

Berwick also helped improve the quality of health care by making
it safer. For instance, one in seven Medicare patients is hurt during a
hospital stay. ‘‘Too many Americans are being harmed by the care that is
supposed to help them,’’ Berwick pointed out. Rather than imposing any
solutions to make health delivery safer, Berwick encouraged hospitals
to come up with jugaad innovations to keep patients safe. For instance,
he lauded the cardiac intensive care unit at Children’s Healthcare of
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Atlanta at Egleston for coming up with a deceptively low-tech jugaad
innovation: a quiet zone where nurses can place medication orders
without being interrupted, even during emergencies. The quiet zone
was created after the hospital discovered that distracted staff members
were making dangerous mistakes while ordering medicine. Berwick
believes such simple and frugal innovations are what are needed to
make health care safer, better, and affordable for more Americans.11

Enabling Financial Inclusion As we’ve mentioned, sixty million
Americans are unbanked or underbanked, with poor access to tradi-
tional financial services. Banks have traditionally lacked the incentive
to serve these financially excluded groups as they were deemed unprof-
itable. And the global economic recession has only made banks even
more conservative. But even as Wall Street retreats further from Main
Street, hordes of entrepreneurial start-ups are rising to the challenge
by conjuring up inclusive—and profitable—business models to deliver
financial services to underbanked Americans.

Says Ryan Gilbert, CEO of one such start-up: ‘‘The ‘too big to fail’
banks are today, simply put, ‘too scared to lend’ to worthy consum-
ers, due to the higher costs associated with serving non-prime
consumers. There is hope, however . . .’’12 Gilbert’s start-up BillFloat
represents precisely that hope. By providing lower-cost, short-term
consumer credit for bill payments, since 2009 BillFloat has helped
thousands of consumers across the country avoid exorbitant late fees,
overdraft charges, service termination, and high-interest payday loans.
The continued economic downturn, combined with banks contracting
the amount of available credit, makes the need for services like BillFloat
greater than ever for Middle America.

Plastyc is another start-up making financial services affordable
and accessible to the masses. Leveraging the power of the Internet and
social networks, Plastyc offers 24x7 access to FDIC-insured virtual bank
accounts and prepaid Visa cards. Cardholders cannot overdraft on these
cards, as they can spend only money they have added beforehand. As
a result, there are no late fees and no risk of going into debt. Plastyc’s
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virtual accounts can be accessed from anywhere via the Internet or
cellphone. Its iBankUP portal and UPside prepaid cards offer better
services (at lower prices) than brick-and-mortar bank checking accounts,
with more ways to receive money and no risk of spending more than
you actually have.

Most impressively, jugaad innovators in financial services are cat-
alyzing a seismic shift in Western societies: they are inculcating frugal
thinking and behavior among spendthrift Western consumers by mak-
ing saving more rewarding and fun than spending. For instance, Plastyc’s
prepaid cards have built-in automated savings—backed by generous
rewards and no maintenance fees—to encourage even people with tight
budgets to save more.

Says Patrice Peyret, CEO of Plastyc: ‘‘Underbanked and low-
income people have the hardest time saving money because they don’t
have much of it, they have limited access to traditional savings accounts,
and interest rates are too low to generate meaningful rewards. Our
goal is to turn savings into a habit by making it simple, automatic and
rewarding.’’13

For consumers who lack the motivation or ability to save alone and
want to save with friends or partners toward a shared goal, PiggyMojo
offers a web-based savings tool that uses text messages, social networks,
and linked transfers from checking to savings accounts to enable a system
of ‘‘impulse savings’’ rather than impulse spending. Here’s how it works:
First you set a goal for saving; for instance, a serious emergency fund
or a more fun ‘‘Adopt a Pet.’’ Then you start saving toward that goal.
Whenever you overcome the impulse to buy something—like, say, a $5
mocha latte—you text or tweet ‘‘I just saved $5’’ to friends and family,
who then cheer you on. And when your friends and family save, you get
a message too—thus creating momentum and a virtuous cycle. At the
end of each week, you transfer the amount you ‘‘saved’’ that week from
your checking to savings account. By giving you an incentive to save
‘‘in the moment’’ and reinforcing your decision with positive feedback
from various sources, PiggyMojo makes saving satisfying and fun.14
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Elevating Entertainment to High Art—Without Breaking the
Bank The so-called ‘‘creative’’ industries, like gaming and Holly-
wood, often churn out safe, relatively uninspiring sequels that consume
huge budgets. In contrast, frugal artists are now making games and films
that are truly creative and cost much less to develop.

Consider the case of Jason Rohrer, a game developer. Rohrer
lives with his wife and three kids on a modest ranch in Las Cruces
in the middle of the New Mexico desert where he creates ingenious,
meaningful games with high experiential value that he gives away
for free (or charges a modest fee for downloading). Rohrer and his
family do not own a car; they ride bicycles. They have no insurance
or mortgage; they do have a fridge, but they turn it off during the
winter. This family of five has voluntarily capped its yearly expenses at
$14,500—which represents the family’s total annual budget. Rohrer’s
highly variable income—generated from modest sales of his software
and donations—is a far cry from the six-digit salaries earned by top
software developers in large gaming companies like Zynga.

Rohrer’s frugality also extends to his professional life. His ‘‘studio’’ is
actually a tiny office in his home where he relies on a few aging computers
(including an eleven-year-old laptop that his sister gave him) to develop
his mind-expanding games. ‘‘Frugality,’’ he told us, ‘‘is indeed a business
decision for me. Whenever I’m in a corporate environment, I’m bowled
over by the sheer amount of waste that is part of the everyday routine!’’15

Rohrer’s fans love his games because they feel ‘‘real’’—not because
of hyperrealistic graphics (which would typically cost a fortune to
develop) but because their stories ring true and feel genuine. Rohrer
infuses his games with his own life experiences, and this in turn
gives his characters and storylines authenticity. His creations deal with
complex sociocultural topics such as marriage, the desire to become
an artist, or balancing personal aspirations with family commitments.
Whereas in commercial games superhuman heroes mindlessly shoot
down monsters, aliens, and criminals, Rohrer’s thoughtful characters
struggle to overcome their inner demons and cope with personal
dilemmas.16
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The sophistication of the stories in Rohrer’s games stands in striking
contrast to the frugal simplicity of their user interface: the interface is
typically minimalist, even slightly ‘‘retro,’’ with no whiz-bang special
effects like 3D. His games are rendered in low-resolution graphics—the
same ones found in arcade-style games—with characters that look like
pixelated gnomes. The frugal look and feel of Rohrer’s games hasn’t
stopped them from rapidly achieving cult status among users worldwide.
In 2007, within months of its free online release, Passage—Rohrer’s
first major game that tackled mortality as its main theme—went viral
and achieved a cultlike status among top game developers. The game
was even lionized by the Wall Street Journal and Esquire, which both
hailed Rohrer as the pioneer of an entirely new genre of gaming that
was closer to ‘‘high art’’ than entertainment.

Clint Hocking, creative director at Ubisoft, the world’s fourth-
largest game developer, is a big fan of Rohrer’s. Hocking has publicly
criticized his industry for failing to innovate the way indie developers
like Rohrer do—developers who are making ‘‘games that matter.’’
Says Hocking: ‘‘These games have used what is innate to games—their
interactivity—to make a statement about the human condition. And we
in the industry seem not to be able to do that.’’17

Thoughtful jugaad-minded individuals like Jason Rohrer live fru-
gally while creating high-art games that are rich in meaning: they
deliver better experiential value at less cost for more users. This grass-
roots movement toward DIY and doing more with less is catching on
beyond individuals in the West and is being backed by an unlikely party:
governments.

WESTERN GOVERNMENTS ARE JOINING THE
JUGAAD BANDWAGON

In several Western nations, governments that used to promote big-
ticket R&D projects and top-down innovation policies are recognizing
the limits of these growth strategies—especially in a recessionary cli-
mate. As a result, visionary American and European policy makers are
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investing in—and supporting—bottom-up innovation programs. These
programs are specifically designed to empower and harness the inge-
nuity of jugaad innovators at the community level to address pressing
socioeconomic issues.

In the United States, the Obama administration has launched
several initiatives to stimulate community-led innovation. Perhaps the
most significant of these is the White House Office of Social Innovation
and Civic Participation (SICP), which was set up by President Obama
in early 2009 with an explicit mission to enable social inclusion and
spur bottom-up innovations by grassroots entrepreneurs in health care,
education, and energy. President Obama noted, ‘‘The best solutions
don’t come from the top-down, not from Washington; they come from
the bottom-up in each and every one of our communities.’’18 SICP acts
as a catalyst to enable such community-driven solutions.

For instance, SICP collaborates with federal agencies to develop
incentive-based tools—such as innovation funds, prizes, and other social
capital market structures—to channel resources toward community
solutions that have already achieved demonstrable success, with the
goal of helping scale them up. In addition, SICP also acts as an
innovation broker by facilitating the cross-fertilization of proven best
practices across communities. Finally, SICP helps shape new public-
private partnership models that will pave the way for the government to
creatively engage the private sector in cocreating innovative solutions
that address shared problems at the community level.

For instance, SICP coordinates the Social Innovation Fund—a
public-private partnership model launched with $50 million seed cap-
ital from the U.S. Congress. The fund identifies and supports the
most promising, results-oriented community programs led by grass-
roots jugaad innovators that can be replicated in other communities
facing similar challenges.19 It focuses on high-priority areas for the
country’s socioeconomic development: education, health care, youth
development, and economic opportunity. The fund also partners with
foundations and corporations that commit matching resources, fund-
ing, and technical assistance. One of the fund’s inaugural awardees is
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Venture Philanthropy Partners (VPP), founded by Mario Marino with
a vision of applying a venture approach to philanthropy. VPP leads the
youthCONNECT initiative—a pioneering network that brings together
government, private philanthropy, and non-profit organizations to dra-
matically improve socioeconomic opportunities available to low-income
youth (age fourteen to twenty-four) in the Washington, DC region.

Sonal Shah, the first director of the SICP, explained to us:

The United States has traditionally approached innovation with
top-down policies that focused on improving the inputs of the inno-
vation system—like R&D spending—without bothering about
improving the output—i.e., the impact of the innovation on our
socioeconomic development. The SICP was set up to catalyze
a new paradigm of innovation that is bottom-up and incentive-
based. Rather than legislating innovation policies in a top-down
fashion—the old ‘‘stick’’ approach—SICP is creating incentives for
driving positive changes at the grassroots community level—the
‘‘carrot’’ approach. Innovations in emerging markets are happen-
ing in a bottom-up fashion led by grassroots innovators, like jugaad
entrepreneurs in India. We are helping develop a similar grassroots
model in the United States to effectively address our pressing socio-
economic issues. Rather than debating whether America deserves a
big or small government, we should all focus our efforts on building
a ‘‘democracy’’ with lower-case ‘‘d’’: grassroots democracy is what
America is all about.20

Efforts by the U.S. federal government, such as the SICP, are
being matched by projects undertaken by state and local governments.
For instance, policy makers in economically depressed cities are
boosting incentives to attract and retain jugaad innovators who can
help reinvigorate ailing local economies. The Merrimack Valley in
Massachusetts—one of the most economically depressed regions
in the United States—has partnered with the Deshpande Foundation
to launch the Merrimack Valley Sandbox, hosted by the University of
Massachusetts in Lowell. The Sandbox brings together local colleges,
non-profit organizations, and corporations to boost entrepreneurship
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among students and professionals and to cultivate local leadership
through mentoring and seed funding programs. These jugaad
entrepreneurs and leaders work with local authorities to identify and
develop highly relevant solutions that bring benefit to their communi-
ties. Gururaj ‘‘Desh’’ Deshpande, the serial technology entrepreneur
who heads the Deshpande Foundation, says: ‘‘For innovation to have
impact, it needs relevance. Innovation plus relevance equals impact.
Innovation is getting trapped at MIT and in intellectual circles. [But]
not everybody needs to try to be MIT or Harvard. They can define a
new role of developing relevance and doing things that are good for
local business.’’21

Across the Atlantic, the British government is also keen to encour-
age jugaad innovators. In mid-2010, we were invited to Number 10
Downing Street to meet Rohan Silva, a senior policy advisor to Prime
Minister David Cameron. Silva had read our Harvard Business Review

blog on jugaad and wanted our perspective on how the British govern-
ment could ‘‘do more with less’’—a theme dominating UK politics as
Cameron attempts to replace ‘‘Big Government’’ with ‘‘Big Society’’
and empower communities and citizens in the process.22 Silva explained
that Cameron wants to see more jugaad entrepreneurs flourish in the
UK, and that he wants to encourage bottom-up solutions for making
health care, energy, and education affordable and accessible to all.

The reasons behind this are obvious. In the UK, public sector
borrowing rose to £175 billion (US$274 billion) or 12.4 percent of
GDP in 2009—a peacetime record and the highest level of borrowing
of all developed economies.23 This dire situation has forced the UK
government to launch several initiatives—particularly in areas such
as health care and education—that seek to deliver more value for
citizens at less cost and ‘‘include the margin.’’ For instance, the ‘‘Free
Schools’’ initiative empowers grassroots groups of parents and local
citizens to start their own schools, which make decisions on staffing and
curriculum design independently of local authorities. These schools will
receive public funds based on how many students enroll, with those
from poor families attracting a premium. The attempt here is to make
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public money go further and to shake up the state system while also
being more inclusive.

Not to be outdone by the British, the French government is also
encouraging more citizens to become jugaad innovators and catalyze
growth. With unemployment stuck at 10 percent, the French gov-
ernment is expanding efforts to liberalize France’s highly regulated
economy and make life easier for entrepreneurs (after all, the word
entrepreneur is French). Thus on January 1, 2009, the French government
launched the ‘‘auto-entrepreneur’’ initiative to allow professionals to
register their small businesses online in just a few minutes and benefit
from a simplified and generous tax structure, thus bypassing France’s
labyrinthine bureaucracy and convoluted tax system. Since its launch,
more than seven hundred thousand French citizens have become jugaad
innovators by signing up for the auto-entrepreneur program.24

France is already familiar with Système D, the French expression
for jugaad-like improvised innovation. The D in Système D is short for
débrouillard, which refers to a flexible, quick-thinking, and resourceful
person who is able to extract himself from any predicament.25 Système D
is a tribute to those French entrepreneurs who rely on their ingenuity
and resourcefulness to build their new businesses in spite of France’s
notorious bureaucracy. Now, with the auto-entrepreneur initiative sanc-
tioned by no less than the French government itself, the country is poised
to see jugaad innovation spread more broadly in the coming decade.

Such government-led initiatives to catalyze growth by enabling
jugaad are receiving generous support from philanthropists and funding
bodies. For instance, the New Economy Initiative for Southeast Michi-
gan (NEI) is a unique philanthropic initiative launched in 2008 by the
Ford Foundation and others. NEI partners have together committed
$100 million to be spent over an eight-year period to accelerate the
transformation—driven by nimble jugaad entrepreneurs—of the indus-
trial economy of metropolitan Detroit (home to America’s once-mighty
carmakers) into an innovation-based economy. NEI is also supported
by the Kauffman Foundation, one of America’s largest foundations
devoted to entrepreneurship development. In a similar vein, Venture
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for America (VFA)—launched in 2012—offers $100,000 each to grad-
uates of top universities to launch their start-ups in the inner cities
of Louisiana and Tennessee and contribute to local economic devel-
opment. Finally, ‘‘crowd-funding’’ sites like Kickstarter.com enable
grassroots entrepreneurs across the United States to raise funds from
the general public online within days or weeks.

Jugaad has the potential to represent the truest and most creative
expression of a democracy: one in which innovation is led by the people,
for the people, and with the people. One could call this Democracy 2.0,
a form of government in which interconnectivity and diversity are
leveraged to build resilient, equitable, and sustainable societies that
can meet all the challenges of complexity. A growing number of
visionary policy makers in the United States and Europe are encouraging
Democracy 2.0 to flourish by setting up the right incentive systems and
grassroots institutions to promote jugaad innovation and growth.

TRAINING FUTURE JUGAAD INNOVATORS

Leading American and European universities are also playing their part
in creating jugaad nations. They are doing so through programs that
imbue the next generation of engineers and managers with a jugaad
mindset and its associated principles. Specifically, these programs are
creating future leaders who can think and act flexibly, do more with
less, keep things simple, and include the margin. By internalizing the
principles of jugaad, these future leaders will be able to design and
deliver affordable and sustainable solutions that are relevant not only
for developing nations but also for developed economies in the West.
These academic programs are training Western youth to think and act
like jugaad innovators.

Stanford University’s ‘‘Entrepreneurial Design for Extreme
Affordability’’ At Stanford University, one of the most popular
courses at the business school teaches aspiring entrepreneurs how to
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raise capital for their start-ups. But a growing number of MBAs are now
also enrolling in ‘‘Entrepreneurial Design for Extreme Affordability,’’
a course on frugal innovation taught by Professor James Patell and his
colleagues David Beach and Stuart Coulson.

As noted by Paul Polak, author of Out of Poverty, 90 percent
of the world’s products and services are designed for 10 percent of
the world’s population—to meet the desires, rather than actual needs,
of the richest people on earth.26 Professor Patell’s course aims to
correct this imbalance. Over a six-month period, students from
across disciplines—engineering, business, medicine, public policy,
even law—work intensively in teams to design, prototype, and
commercialize products that cost a fraction of those available in
the U.S. market—and address the real needs of 90 percent of the
world’s population. Rather than reinventing the wheel, students are
encouraged to use inexpensive, readily available, eco-friendly materials
when developing their products. For instance, one team used local,
recyclable parts to make infusion pumps for resource-constrained
hospitals in Bangladesh at one-thirtieth of their current cost in the West.
Not only is the pump inexpensive, it is also of a quality required for
FDA approval. Jane Chen, Linus Liang, Naganand Murty, and Rahul
Panicker—introduced in Chapter Three—are alumni of Professor
Patell’s program and cofounders of Embrace, which has developed
low-cost infant warmers for use in both emerging markets like India
and developed economies like the United States.

Professor Patell explained to us how these frugal design techniques
lend themselves to application in the United States itself. For instance,
one of his student teams is using sustainable architectural practices to
build affordable solar greenhouses for the White Mountain Apache
Tribe in Eastern Arizona. All the materials that go into these structures
are 100-percent locally sourced, making them cheaper to build. Native
American youth then use these greenhouses to grow fruits and vegetables
using traditional agricultural practices. Thus, the greenhouses not only
revitalize the local economy, they also help preserve local cultural
history. Professor Patell proudly says, ‘‘Whatever my students make
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may seem cheap, but we ensure it is classy, useful, sustainable, and of
high quality.’’27 In sum, the approach delivers a lot more with a lot less
(see JugaadInnovation.com for video interviews with Professor Patell,
his students who participated in the White Mountain Apache Tribe
project, and Jane Chen, CEO of Embrace).

Santa Clara University’s Frugal Innovation Labs At the heart
of Silicon Valley, the School of Engineering and the Center for Sci-
ence, Technology, and Society at Santa Clara University are jointly
training—through the newly formed Frugal Innovation Labs—a new
generation of engineers who won’t be rushing to Facebook or Google
for jobs after they graduate. Rather, these students are acquiring new
competencies in engineering and management to help them design
simple, affordable, and accessible solutions—based on technologies like
mobile computing—that address the socioeconomic needs of underde-
veloped communities in areas such as clean energy, clean water, and
public health. The students are taught how to innovate under severe
constraints—by doing more with less. They are also trained in how
to boost the ‘‘appropriateness’’ of their frugal solutions by taking into
account the specific needs of underserved communities as well as their
unique sociocultural context.

For instance, one student team worked closely with Health-
point Services India to improve delivery of clean water in rural
communities. Healthpoint Services owns and operates a network of
medical clinics—known as E Health Points (EHPs)—and clean water
access points known as Waterpoints. EHPs provide families in Indian
villages with basic health services—delivered via telemedicine. Although
most Waterpoints are attached to EHPs, some are freestanding stations
located away from EHPs in places where they are more accessible
to users. The commercial sale of clean water through Waterpoints
generates a steady revenue stream that helps subsidize the health ser-
vices delivered in the clinics. Unfortunately, Waterpoints are currently
operated manually by local operators—who may not always be atten-
tive or honest while managing these stations. The student team from



Radjou c09.tex V2 - 02/16/2012 11:13 P.M. Page 219

Building Jugaad Nations 219

Santa Clara University is helping address this problem by designing
and implementing a telemetry solution that can totally automate water
distribution at Waterpoints—enabling Healthpoint Services, in the pro-
cess, to rapidly scale up the number of EHPs as well as Waterpoint units
across rural India.28

Radha Basu, who heads the Frugal Innovation Labs at Santa Clara
University, points out that these affordable solutions developed by
her students can be deployed not only in emerging markets but also in
developed nations like the United States that are increasingly confronted
with the problems of scarcity. ‘‘For most Western firms, upwards of
50 percent of growth in the next decade will come from emerging
markets. Yet none of the [more traditional] technologies developed
here in Silicon Valley are appropriate to the needs of emerging market
consumers,’’ notes Basu. ‘‘Western firms need to acquire new core
competencies—that we are teaching here—to not only design high-
quality and low-cost products but also develop appropriate business models

and partnership strategies to make and distribute these frugal products to
the masses in emerging markets. By developing these new competencies,
Western firms can not only be successful in emerging markets, but even
in developed economies like the United States, which are confronted
with scarcity due to the deepening economic recession.’’29

University of Cambridge’s Inclusive Design Program In the
UK, the Engineering Design Centre at the University of Cambridge’s
Department of Engineering is going one step further than its counter-
parts across the Atlantic. Rather than merely training undergraduates
to design products that are accessible to and usable by marginalized
Western consumers (such as the elderly), the Centre, in partnership with
the faculty of education at Cambridge, has piloted its programs for even
eleven- to fourteen-year-old students in a number of schools.

Ian Hosking, a senior research associate at the Centre, explains:

We have seen that students at a very young age can genuinely
engage with the issue of aging and create highly innovative solu-
tions. Studies have shown that very young children are particularly
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good at divergent thinking—that is, they are able to combine unre-
lated concepts from diverse domains and come up with unusual
solutions in the process. Divergent thinking is key to creative prob-
lem solving. Sadly, this ability seems to get lost as children get older
and go through an education system that does not always foster cre-
ative skills. We have formed a very successful partnership with Bill
Nicholl at the faculty of education who is a leading expert in creativ-
ity. Working together, we hope to reverse this process somewhat
and bring the creative spark back into these children’s lives.30

Called Designing Our Tomorrow (DOT), this innovative pro-
gram has developed resources for teachers to teach an inclusive
approach to design. This includes using elements from the Inclusive De-
sign Toolkit (www.inclusivedesigntoolkit.com) that undergraduates in
universities—as well as designers in companies—can use to develop
products and services that address the needs of marginal consumers in
an aging population. DOT therefore prepares school children not only
for a university education but also for when they enter the workforce.

Moreover, DOT doesn’t stop at education in the classroom. The
output from one of the pilot schools was of such a high standard that
Hosking’s team arranged for the students to present their work—the
design of cutlery solutions for the elderly—to a major UK retailer.
Hosking says: ‘‘When I saw what the kids were doing, I was blown
away. Their understanding of the issues related to aging was quite
impressive. I wanted them to present their work to this retailer, not just
because it would be a good experience for them but also because their
ideas had genuine commercial potential for the retailer as well. This is
something that we want to extend in the future to enhance the relevance
of what they are being taught.’’31

The potential of DOT is spreading, with interest from other coun-
tries, and the team is currently piloting the resources in one of these
countries that is considering a national rollout.

Design for America Design for America (DFA) is a network
of student-led studios—spanning U.S. universities like Columbia,
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Stanford, Northwestern, and the University of Oregon at Eugene—that
is using interdisciplinary design to revitalize U.S. cities. DFA’s goal is to
form a ‘‘new generation of ‘creative activists’ equipped with the mind-
set and skills to create social impact in local communities across the
United States.’’32 Fifty DFA studios are expected to pop up across
the United States in the next five years to address big challenges in
education, health care, and the environment.

Yuri Malina, the twenty-one-year-old cofounder of DFA, told us:

DFA was started with the observation that if you are a young
American engineer or designer, you don’t need to buy a $1,000
plane ticket to go to Africa or India to do development work.
There are enough problems to solve right in your backyard—be
they making health care safer and affordable, education better,
or finding renewable energy solutions. Whether you live in San
Francisco, Boston, or Chicago, you can apply your creative insights
not just to design the next iPod or pair of cool sunglasses but rather
to fix problems in your own neighborhood.33

DFA members work on ‘‘super-local’’ projects—meaning that all
projects undertaken are located in neighborhoods accessible within the
radius of a fifteen-minute bike ride from their studio. For instance,
in his first project, Malina worked with a local hospital in Chicago
to design a portable ‘‘roll-on’’ hand-sanitizer for busy physicians and
nurses so they can clean their hands on the go. This is a highly practical
innovation, given that, according to the Centers for Disease Control
and Prevention, approximately two million people in the United States
get a hospital-acquired infection (HAI) each year. Of those, roughly a
hundred thousand die prematurely from this infection.34

Many of the engineers and designers graduating from the academic
programs just described are likely to become the social entrepreneurs
of tomorrow. These graduates are likely to use their frugal engineering
skills to address the basic needs of underserved communities—by fixing
unreliable electricity and transportation networks, making health care
delivery more inclusive, and setting up sustainable water and sanitation
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systems. But a growing number of these graduates are also likely to
join Fortune 500 companies and help ignite the jugaad spirit in these
organizations as they seek to enable bottom-up innovation to address
needs in global markets, the increasing scarcity of resources in the
West, and growing global complexity more generally. Either way, these
next-generation jugaad innovators will not operate in isolation. Given
their great fondness for and deftness with social networking media, these
innovators are sure to link up with like-minded innovators elsewhere,
including in the emerging world—thus accelerating the rise of a global
community of jugaad innovators.

THE RISE OF A GLOBAL COMMUNITY OF
JUGAAD INNOVATORS

As American innovators connect with jugaad innovators in other parts
of the world, especially in emerging markets, this process is helping
to cross-pollinate creative ideas across regions. In time, this global
community of jugaad innovators could combine, say, American and
Indian ingenuity to frugally and sustainably address the major challenges
facing humanity. In this section we highlight just a few of the many
organizations and initiatives now at work in creating such a globally
integrated network of jugaad innovators.

Ashoka and Skoll Foundation Both of these non-profit organiza-
tions actively support thousands of jugaad entrepreneurs worldwide
by giving them funding and training to address major socioeco-
nomic challenges. Having spent millions developing the capabilities
of these individual entrepreneurs, Ashoka and Skoll Foundation are
now keen to promote collaboration among these entrepreneurs by
integrating them into virtual communities. To that effect, these orga-
nizations have actively invested in social networking platforms—such
as Ashoka’s AshokaHub and Skoll Foundation’s Social Edge—to cross-
fertilize ideas and best practices among jugaad entrepreneurs across five
continents.
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Endeavor This non-profit organization has developed an unrivalled
global network of seasoned business leaders who provide mentorship
and strategic advice to high-impact jugaad entrepreneurs around the
world—especially in emerging economies. Linda Rottenberg founded
Endeavor fourteen years ago, after an Argentinian taxi cab driver with a
Ph.D. in physics asked her: ‘‘How can I possibly start my own company
when I don’t even have a garage?’’35

The Stanford-India Biodesign Program This initiative brings
together physicians, engineers, and designers from the United States
and India to cocreate affordable, user-friendly medical devices that can
be deployed not only in India, where hundreds of millions of citizens
lack access to basic health care, but also in the United States, where
fifty million Americans lack medical insurance. Recently, a team of
physicians, engineers, and designers at Stanford collaborated with their
counterparts at the Indian Institute of Technology and the All India
Institute of Medical Sciences in New Delhi to conceptualize and develop
a low-cost bone drill—a device that, in less a minute, delivers life-saving
fluids directly into the bone marrow of victims of accidents whose veins
have collapsed. The device costs a mere $20 compared to $300 for the
equivalent devices available in the United States.36

New York City’s Next Idea Innovation Competition Actively
promoted by New York City’s Mayor Michael Bloomberg, Next Idea
is an annual competition that invites teams of students from leading
business and engineering schools in Europe, Asia, and Latin America
to develop business plans for bold jugaad projects that will be executed
in New York City and bring major socioeconomic benefits to the city.
The NYC Next Idea 2009–2010 edition was won by an entrepreneurial
team from the Indian Institute of Technology, Madras (IIT-M), that has
devised a new system to allow utility companies and energy producers
to store and distribute energy safely and efficiently through remote sites
across New York’s five boroughs—thus helping avoid a repeat of the
2003 blackout that crippled the city.
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The New York City Next Idea competition, as well as the other
initiatives just mentioned—Ashoka, Skoll, Endeavor, Stanford-India
Biodesign—all aim to connect jugaad innovators in the United States
with their counterparts in other countries, cross-fertilizing promising
ideas across geographical boundaries to address common socioeco-
nomic issues. One person who is highly enthusiastic about this effort is
Alec Ross, senior advisor for innovation to Secretary of State Hillary
Clinton. A former entrepreneur, Ross is Secretary Clinton’s ‘‘tech
guru.’’ With more than 370,000 followers on Twitter, Ross is leading
the U.S. State Department’s efforts to find practical technical solutions
for some of the globe’s most vexing problems in health care, poverty,
human rights, and ethnic conflict.

Speaking to us, Ross said: ‘‘Everyone is talking about the shift of
power from West to East. But the real shift of power happening now is
from big institutions to small institutions. Hierarchical power structures
and top-down innovation models are being replaced by networked
power structures and bottom-up innovation approaches. To thrive in
the new multipolar world, America must relinquish its insular view
of innovation and start brokering and facilitating global networks of
grassroots innovators who can cocreate solutions to global problems we
all share.’’37

HOW COMPANIES CAN PROFIT FROM THE
GROUNDSWELL JUGAAD MOVEMENT

This emerging grassroots jugaad ecosystem—made up of activist cit-
izens, socially minded entrepreneurs, forward-thinking governments,
universities, and innovation-funding bodies—can help corporations
accelerate their own adoption of jugaad. Here are some ways companies
can contribute to the groundswell jugaad movement—and profit from it.

Support Grassroots Jugaad Innovators to Revitalize Local
Economies Western CEOs who complain about the anemic eco-
nomic growth in North America and Europe don’t realize that they have
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the power to spur demand for their goods and services by supporting
grassroots innovators who are striving to revitalize local economies. To
do so, Western companies should partner with government bodies like
the White House’s SICP and non-profit organizations to harness the
creative power of grassroots jugaad innovators in catalyzing community
development. For instance, Charles Schwab Bank has partnered with
the Center for Financial Services Innovation (CFSI) to launch the Bay
Area Financial Capability Innovators Development Lab.38 This initia-
tive offers peer-learning and review opportunities to grassroots jugaad
entrepreneurs in the Bay Area who are using innovative approaches
to make financial services available to the sixty million unbanked and
underbanked Americans. Similarly, Microsoft and Google are funding
Code for America—a nonpolitical organization that offers fellowships
to web professionals to develop applications that can help financially
stretched city governments in the United States become more open
and efficient in responding to citizens’ needs. Code for America will
replicate successful web applications across multiple U.S. cities as a way
to improve governance and socioeconomic development nationwide.

Use Social Power to Innovate Faster, Better, and Cheaper
The groundswell jugaad movement is facilitated by social media
tools such as Facebook and Twitter. These tools enable activist
citizens—especially Millennials—to instantly organize into large online
communities that bring about major change at warp speed (such as
toppling governments in the Middle East or exposing corporations that
indulge in inappropriate business practices). Most Western companies
feel threatened by the social power of these virtual communities of
jugaad innovators. But as David Kirkpatrick, author of The Facebook

Effect, puts it: ‘‘Social power can help keep your company vital. Newly
armed customer and employee activists can become the source of
creativity, innovation, and new ideas to take your company forward.’’39

Ford is one company that is harnessing social power to great ben-
efit by integrating social media into every aspect of how it designs,
builds, and markets its products. ‘‘Digital suffrage is upon us,’’ observes
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Venkatash Prasad, who leads Ford’s product social networking efforts.
‘‘Everyone has a right to a byte of the action, and we have embraced this
might of the byte within Ford, through the use of internal and external
social networks.’’40 For instance, ahead of the launch of its Fiesta sub-
compact car in 2010, Ford invited one hundred active bloggers—many
of whom were Millennials—to test-drive the car and regularly post
videos and unfiltered impressions on YouTube, Twitter, and their indi-
vidual blogs. Ford’s jugaad innovation in marketing—dubbed ‘‘Fiesta
Movement’’—paid off: it generated seven million YouTube views and
forty million Tweets (mostly favorable). The grassroots media campaign
generated great awareness among young car buyers for Fiesta; it also
helped Ford shed its stodgy image and reposition itself as a ‘‘cool’’
automaker. The Fiesta has since become of one of Ford’s best-selling
cars ever: within ten months of its launch, the Fiesta had conquered one-
fifth of the subcompact car segment in the United States. Scott Monty,
Ford’s head of social media, explains, ‘‘Ford doesn’t have a social media
strategy—it’s a business strategy supported by social media.’’41

Recruit Jugaad Innovators from American and European
Campuses Western companies seeking to strengthen their jugaad
innovation skills—such as doing more with less and including the
margin—can find those valuable skills in the next generation of
American and European graduates from programs such as Stanford’s
Entrepreneurial Design for Extreme Affordability and the University
of Cambridge’s Inclusive Design program. Western companies should
hire these flexible-minded students to create frugal and sustainable solu-
tions aimed at serving the growing number of thrifty and eco-conscious
Western consumers. For instance, large HMOs could engage students in
the Design for America network to devise innovative solutions for mak-
ing health care safer and more affordable to underserved communities
in inner cities in the United States.

Harness Ingenuity Across Borders with Global Innovation
Networks The global economy is growing ever more connected,
thanks to social media tools like Facebook—enabling talented jugaad
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innovators in both Western and emerging markets to cocreate break-
through solutions that no single region can develop on its own. The
Stanford-India Biodesign Program described earlier exemplifies such
a synergistic and polycentric innovation model.42 Companies must inte-
grate themselves into these global networks of jugaad innovators to
take advantage of the unique skills, ideas, and opportunities available
across multiple regions. For example, Xerox and Procter & Gamble
each orchestrate global innovation networks that integrate the creativity
of jugaad entrepreneurs in Asia with the talent of their R&D teams in
Europe and the United States to cocreate high-quality and affordable
products and services for global markets.43

By integrating themselves into the grassroots innovation ecosystem
in their societies and by partnering with the various stakeholders in
this ecosystem, Western companies can accelerate the adoption of
jugaad in their own organizations. By joining such ecosystems, Western
companies will add more momentum to—and greatly benefit from—the
groundswell jugaad movement under way in the West.

A PROSPEROUS WORLD OF JUGAAD

The West is increasingly confronted with scarcity and unpredictabil-
ity. As cash-strapped governments become increasingly unable to deal
with these challenges on their own, ordinary citizens, forward-thinking
entrepreneurs, venture capitalists, and non-profit organizations are step-
ping into the breach. These grassroots jugaad innovators are using their
flexible thinking to improvise frugal solutions to vexing socioeconomic
problems in health care, education, financial services, and community
development. However, as described in this chapter, governments are
not standing idly by. From the United States to the UK and France, cen-
tral and local governments are busy initiating programs to support and
accelerate the grassroots jugaad movement. Universities too are joining
in these efforts. Keenly aware of the problems of scarcity and volatility
afflicting Western economies, several higher education institutions in
the United States and Europe are training a new breed of engineers and
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managers to design next-generation products and services that can deal
with scarcity in a frugal and sustainable manner.

All this might lead one to conclude that jugaad is finally com-
ing to the West from elsewhere. But a longer view suggests that
jugaad never actually left the West. If anything, the grassroots inno-
vation movement we describe is emblematic of the West’s return to
its jugaad roots. America was, is, and indeed may always be the land
of jugaad innovators—resilient individuals who employ flexible thinking
to develop ingenious solutions with limited resources. What may have
changed, if anything, is that in an increasingly interconnected world,
Western jugaad innovators now no longer work on their own. Rather,
through rich partnerships and by using social media platforms such
as Facebook and Twitter, they are connecting with jugaad innovators
elsewhere to solve our common problems.

This is all good news for Western corporations; now they can
and should speed up their internal adoption of jugaad by connecting
with the grassroots innovation movement unfolding across Western
nations. By integrating their own organizations into local as well as
global networks of jugaad innovators, Western companies can become
resilient organizations that think frugally, act flexibly, and generate
breakthrough growth. The sooner they do so, the better—not only
for them but also for a world in a battle against scarcity of time
and resources. For the challenges this brave new world poses, jugaad
innovation offers a powerful solution.
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Bring Jugaad to Your Organization

To generate breakthrough growth in today’s hypercompetitive global
economy, you need a fresh and powerful approach: jugaad innovation.

Jugaad Innovation authors can show you the way. Drawing on their deep,
ongoing experience with companies in the United States and around
the world, they can deliver the latest research, stories, and frameworks
to help you generate quality products and services faster, better, and
cheaper from within your organization. By working with them, you’ll get

• Detailed case studies that underlie jugaad innovation’s six powerful
principles

• The best jugaad practices of today’s global leaders
• An actionable roadmap for building a jugaad culture within your

organization

Contact the authors directly for keynotes, workshops, or consulting
advice.
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