
 

RMIT Classification: Trusted 

Chapter 19 

Exploring the Dark Side of Frugal Innovation 

McMurray, A. 
ORCID iD: https://orcid.org/0000-0001-7686-6474  

Weerakoon, C.  

ORCID iD: https://orcid.org/0000-0002-8695-5865 

Etse, D.  

ORCID iD: https://orcid.org/0000-0003-4822-6327 

Introduction  

Frugal innovation (FI) has emerged as an important phenomenon  for addressing critical 

challenges in developing countries (Hossain  2018), as well as  the developed western 

economies (Kuo and Ng  2016). FI is a novel and creative approach which uses less material 

and financial resources to develop products and solutions that are fit for purpose, substantially 

affordable, simple and adaptable, and which deliver optimum performance  (Basu, Banerjee, 

and Sweeny  2013; Hossain  2018). This concept continues to receive considerable attention 

from scholars, practitioners and policy makers (Hossain  2017; Pisoni, Michelini, and 

Martignoni  2018). The focus of the extant literature has so far been on issues relating to 

manufacturing (Goel and Kalamdhad  2018); product innovation management (Sharmelly and 

Ray  2018); and bio-technology (Machala and Graves  2018) and sustainability. Most of these 

issues have been investigated from business management perspectives with specific attention 

to areas such as value capture and value creation (Howell, van Beers, and Doorn  2018), co-

production (Annala, Sarin, and Green  2018) and business model development (Rosca, Arnold, 

and Bendul  2017). The existing literature however, provides little information regarding the 

negative effects of FI, though this knowledge is necessary for more holistic understanding of 

the concept. To address this research oversight, this chapter explores the dark side of FI. Using 

multiple mini-case studies, this chapter highlights several unfavourable aspects relative to FI 

mind-set, process, and products.   
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We extend the current FI discussion into unchartered waters which we label as the ‘dark side’ 

and inconvenient truth about FI. “Even though FI clearly contributes to sustainable 

development by providing affordable products to low income customers they have negative 

sides which have not been explored in the extant literature” (Hossain  2018, p. 934). Although 

FI alleviates poverty while creating a win-win situation for companies with higher profits 

(Prahalad  2006), there are negative impacts which would worsen the capitalist exploitation 

and inequality surrounding this phenomena (Schwittay, Badiane, and Berdish  2011). Even 

though FI aims to provide total product solutions (Mendoza and Thelen  2008) and introduce 

new markets, this process may create new vulnerabilities, disrupt social harmony and 

jeopardise local entrepreneurs (Ansari, Munir, and Gregg  2012). Therefore, this chapter 

provides a fruitful discussion on this topical but overlooked area we identify as the dark side 

of FI which we view as being a planetary emergency.  

The Frugal Innovation Concept and Characteristics  

Variety of terminologies have been used to refer to the concept of FI, these include: creative 

improvisation or Jugaad, reverse innovation, inclusive innovation, and catalytic innovation 

(Bhatti and Ventresca  2013; Radjou, Prabhu, and Ahuja  2012; Vadakkepat, Garg, Loh, and 

Tham  2015). The major defining characteristics of FI as per the extant literature include: 

innovation emerging from resource constrained context (Agarwal, Grottke, Mishra, and Brem  

2017; Brem and Wolfram  2014); significant cost reduction of products or services (Basu et al.  

2013; Weyrauch and Herstatt  2016); fitness for purpose or good enough products (George, 

McGahan, and Prabhu  2012; Hossain  2017); accessibility (Basu et al.  2013; Bhatti and 

Ventresca  2013); and usability, i.e. simplicity and adaptability (Brem and Wolfram  2014; 

Melkas, Oikarinen, and Pekkarinen  2018). Therefore, FI may be defined as innovation that 

emanates from a resource constrained situation which is used to create affordable and quality 

products and solutions for lower socio-economics groups especially those in developing 

countries (Meagher  2018; Pansera  2018; Rosca et al.  2017).  

The FI concept remains under theorised (Bhatti  2012; George et al.  2012) given the conflated 

use of the term with other innovation concepts such as reverse innovation (Govindarajan and 

Ramamurti  2011) and frugal engineering (Sehgal, Dehoff, and Panneer  2010). Despite these 

different interpretations, Soni and Krishnan’s (2014) definition which focuses on three layers 

of conceptualisation: mindset, process, and product (Figure 19.1) offers a sound framework for 

our discussion.  
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At the basic level FI is identified as a mindset which is not limited to entrepreneurs, or 

innovators, but is applicable to all individuals (Soni and Krishnan  2014). The second layer 

addresses the activity level of FI which could be manifested as processes or work flows such 

as the lean manufacturing approach and frugal engineering. The essential characteristic of this 

level is that the innovation outcome may not be frugal but the process behind the innovation is 

based on frugality, such as minimising the resource usage and excluding non-value adding 

components. The third level of FI captures the frugal products and services where the final 

output itself is based on frugality principles. The frugal outcomes may take the shape of new 

technologies, disruptive innovations, reverse innovations and bottom of the pyramid 

innovations (Govindarajan and Ramamurti  2011; Prahalad  2006). Taken together, in this 

chapter we define FI as a mind-set, business model, process, good, and service which is driven 

by the considerations of resource scarcity as well as product affordability, quality, usability, 

and accessibility. 

Methodology  

This study adopted a qualitative research design (Yin  2013). Specifically, we adopt a collective 

case study design to illustrate the issues (Creswell, 2007) identified in relation to frugal 

innovation. While operating on a qualitative case study design, we purposively selected the 
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multiple cases to reflect different perspectives on the dark side of frugal innovation with the 

aim of providing insights into the discussed issues (Creswell, 2007). Such an approach treats 

the cases as independent units and forms a holistic approach (Yin  1994) producing more 

robust, generalizable and testable theory compared to single-case approaches (Eisenhardt 

and Graebner  2007). Furthermore, this approach eliminates chance associations and offers 

more thorough evidence (Eisenhardt  1989) because of its ability to be replicated to extend 

the matter in question. Multiple case study approach has widely been used in Frugal 

innovation research (e.g. Numminen, Lund, Yoon, and Urpelainen  2018; Rosca et al.  2017). 

Thus, multiple case studies were selected within different sectors to illustrate their respective 

uniqueness but also possible similarities or differences; although not with the intention to 

generalise as Yin (2009) would otherwise suggest.  

These cases were collected from the materials available in the public domain by accessing 

websites of the case study-organisations and newspaper articles. Our literature review enabled 

the identification of main dark elements and consequences of frugal innovation at three levels: 

frugal mindset, frugal process and frugal outcomes as depicted in Figure 19.1. We first describe 

the dark elements of frugal innovation in aligning with three layers exhibited Figure 19.1 and 

support the identified issues with collective mini-cases to illustrate the issue (Creswell, 2007) 

following the approach adopted by Meagher (2018) and Pansera (2018). Hence, the focus was 

predominantly on the issue with the cases we selected to understand the issue (Creswell, 2007, 

p.245). By so doing this multiple case study approach (Brem and Freitag  2015) provides 

rich data specifically suitable for research questions that call for a grounded understanding 

of social or organisational processes (Cassell and Symon  2004).  

Lincoln and Guba (1985) identified four criteria for demonstrating rigour within 

qualitative research. Our approach in this study ensured those four criteria: truth value, 

consistency and neutrality and applicability. To satisfy the truth value criteria, we ensured 

that the information obtained from the secondary data sources was presented as clearly 

and accurately as possible. To ensure consistency and facilitate auditability of the data, a 

“decision trial” approach (Noble & Smith, 2015) was adopted, by which the emerging 

themes of the case studies were thoroughly discussed among the researchers to reach 

consensus on the various issues. This approach made it possible for individual views and 

assumptions to be critically interrogated and analysed with the aim of ensuring data 

integrity, accuracy and reliability. In relation to the generalisability of the findings, analytical 

generalisation is assured in this study (Yin, 1994). Therefore, generalisations are made from 
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empirical observations to theory (Yin, 1999). Hence, we considered the applicability of 

findings to other settings. This process of assuring truth value, consistency, and 

applicability confirms the neutrality of our approach. An overview of the dark side of FI 

and related case studies are presented in the following sections.  

The potential dark side of frugal innovation  

Perceived as innovation that explores resource constrained situations to create good quality 

solutions for underserved low income consumers, and foster economic inclusion of the 

informal sector (Kahle, Dubiel, Ernst, and Prabhu  2013; Radjou and Prabhu  2014a), FI has 

had a pretty clean outlook over its relatively short years of existence. Apart from Meagher 

(2018) and Pansera (2018) who have specifically raised issues regarding the inclusiveness 

claim of FI, and the framing of scarcity in the extant FI literature respectively, there are scarcely 

other publications that are critical of the FI phenomenon. A more critical focus on the idea, 

process, and outcomes of FI however, points to some disagreeable qualities and unintended 

consequences of the phenomenon. The following sub-sections detail these value decreasing, 

sustainability threatening and dysfunctional activities and related outcomes.  

The dark side relative to frugal mindset 

“Frugal innovation helps in repositioning the poor from passive recipients of donations to 

active consumers” (Vadakkepat et al.  2015, p. 1). It “concentrates on integrating the poor into 

the formal economy…improves their standard of living by creating an arena for interdependent 

social and economic exchange” (Kahle et al.  2013, p. 222). Statements such as the preceding 

quotations are common in the budding FI literature. On their face value, these are beautiful 

statements which should ordinarily provide a sense of relief to those concerned about the 

plights of the poor, as well as gladden the hearts of four billion or more inhabitants of the globe 

who fit this categorisation. However, history has shown that interventions that have been 

packaged deliberately for the poor, for example the structural adjustment, and foreign aid 

programmes have themselves done poorly over the years (Dolan and Roll  2013; Saad-Filho  

2007). This provides strong justification for the need to critically examine solutions and 

interventions such as FI that claim to be for the poor.  

Poverty Mentality  

The FI concept is one that comes with a tag, unfortunately an unattractive one. A majority of 

the FI literature conceptualises FI as the innovation for the poor and developing countries 

(Meagher  2018; Rosca et al.  2017), and some of its customers have been described as the 
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poorest of the poor (Vadakkepat et al.  2015). We argue that such labelling of FI is problematic 

at least in three major ways: it is polarising; it may stifle development; and it reinforces and 

promotes class society. These assertions are discussed in the following sub-sections: 

(a) The Idea of Frugal Innovation is Polarising - The association of FI with the poor and 

developing countries in a way differentiates between innovations that are tailored for 

developing countries and the poor and those that are meant for the developed countries 

and the higher socio-economic populations. This labelling is polarising and divisive, 

not only because it draws a divide between the poor and developing countries on one 

hand, and the rich and developed countries on the other hand but also distinguishes 

between who should be interested in the concept and who could afford to ignore it. A 

recent study by Melkas et al. (2018) suggests a lack of interest in FI among some 

researchers in a Finland university due to the perception that the concept had very little 

to do with their context. With respect to the consumption of FI products and services 

by the poor, Angot and Plé (2015) observed that customers are likely to quit buying FI 

offers if they exit from poverty. This observation appears valid because if FI is 

understood as innovation for the poor what happens if a customer’s financial situation 

improves and is no longer poor? We argue that there are more important qualities of FI 

which when highlighted could enhance the consumption of FI solutions and engender 

interest in the concept across various spectrum of society. Prudent and efficient 

utilisation of resources, sustainability considerations, robust products, cost 

minimisation, and optimised performance (Hossain  2018; Radjou and Prabhu  2014a; 

Rosca et al.  2017) are examples of FI attributes that can appeal to people irrespective 

of their socio-economic background. Emphasis should be on FI qualities that foster 

inclusion and portray a sense of responsibility rather than on attributes that polarise and 

stigmatise.  

(b) Frugal Innovation May Stifle Development - Poverty is not just the scarcity of 

resources or technology, it is a socially constructed phenomenon and a political strategy 

for perpetuating economic, social and political inequality in favour of the elite, to justify 

why some are entitled to have and others are not (Hildyard  2018; Pansera  2018). There 

are examples, some highlighted in Hildyard (2018) that suggest the use of 

scarcity/poverty to justify governments’ failure to deliver much needed public goods. 

It is known that corporations create demand for goods and services which hither to did 

not exist (Dolan and Roll  2013; Hildyard  2018), thus sustaining the demand and supply 
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mismatch to the benefit of the businesses and the impoverishment of others. Specific to 

FI, a number of solutions, including Frontier Market’s solar powered torches for rural 

India, and the Mitticool refrigerator which functions without electricity (The Guradian  

2018), are being used to address the unavailability of electricity in many Indian 

communities. There is however the need to realise that these solutions are temporary 

and unable to address the fundamental socio-economic problems. For example, though 

the solar powered torches and the Mitticool refrigerators are ingenious and useful, they 

do not address India’s fundamental problem of lack of adequate and reliable electricity 

supply. The inherent danger however, is the situation where these stop gap measures 

are used by government authorities, and the political elites as permanent solutions to 

the fundamental infrastructural and social amenity challenges, as is the situation in 

many developing countries.       

 

A more serious related issue is with respect to the labelling of FI as underdeveloped 

countries’ and poor peoples’ version of innovation. This makes this type of innovation 

a handy tool for those who seek to perpetuate the elites’ hegemony, as it can 

conveniently be used to justify why some can drive in “normal/standard” cars and 

others in “miniature” ones, why some can use “standard” refrigerators and others 

“improvised” ones, why there is no need for government to fix that road or build that 

hospital because a less expensive alternative can be improvised. This is not in any way 

to denigrate some fantastic products or solutions provided by FI, some which have even 

been found to outperform the standard alternatives, but to highlight implications of the 

labelling and the social construction of this innovation.  

 

We further argue that, this conceptualisation of FI could stifle individual and national 

development. Continuously reminding people of their poverty and creating products 

and solutions to match their status could be disempowering, as poverty mentality has 

the proclivity to foster risk-averse, and short-sighted decision making, habitual 

behaviours and avoidance of goal directed ones, which together reinforce and sustain 

poverty (Haushofer and Fehr  2014; Sheehy-Skeffington and Rea  2017). In this way 

peoples’ creative and productive capabilities could be constrained; this will have 

adverse repercussion for their development as individuals, which will in turn affect their 

contribution to national development.  
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Furthermore, the poverty mentality reinforced by FI is likely to serve the interest of 

unproductive and incompetent political leaders, who instead of taking the hard 

decisions to address the infrastructural and institutional problems of their countries may 

result to improvised solutions. For example, instead of providing a safe and efficient 

public transport system, such governments may resort to frugal solutions, which may 

not be able to address the fundamental issues of infrastructural deficiency. The 

application of FI as a quick fix approach to dealing with major social and national 

problems comes to light with the use of Aboboyaa, a motorised tricycle (Figure 19.2) 

popular in Ghana and other West African countries.  

FIGURE 19.2 MOTORISED TRICYCLE 

 

Source: Image by Mesh in Fonibia (Producer). (2018). Aboboya Motor Trycicle. Retrieved 
from https://fonibia.com/photo/aboboyaa-motor-tricycle_269 

Aboboyaa is used for carting of goods, transportation of passengers, for purposes of 

sanitation and waste collection, and recently it is used to provide ambulance services. 

This low cost, no frills, simple and scalable innovation has drastically changed the 

transportation and haulage landscape in Ghana by becoming one of the leading means 

of transportation in both the urban and rural areas of the country (Asiedu-Addo  2015). 

Specifically, it has contributed significantly to easing transportation challenges in the 

rural areas of the country, including transporting the sick and others in need of urgent 

medical attention to the nearest health facility (Asiedu-Addo  2015). 

Although this motorised tricycle continues to play important roles in Ghana’s socio-

economic activities, it is incapable of addressing the fundamental issues of 

transportation, sanitation, and health challenges. The concern however, is the rate at 

which government entities and political leaders are resorting to it to address systemic 

national challenges. When it was first introduced in the country more than a decade 
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ago, Aboboya was used mainly for carting of goods (Asiedu-Addo, 2015). It was later 

deployed by the government for waste collection purposes, and recently another 

innovative use has been found for it in the health sector; to provide ambulance services 

(Appia-Korang, 2018; Ankamah, 2018). The danger with such FIs is that, they may 

become a convenient way of circumventing fundamental developmental challenges that 

need to be confronted head-on and addressed comprehensively. In effect, real and 

sustainable development may suffer, as political leaders, especially those in developing 

countries may resort to the frugal, convenient, and easy approach, instead of engaging 

in deep and serious thinking, and taking bold decisions to address the systemic and 

fundamental development challenges.    

(c) Frugal Innovation may Promote a Class Society - FI introduces another way of 

stratifying society, this time along innovation line: innovation for the developed 

countries, and innovation for the developing countries; innovation for the rich, and 

innovation for the poor. This is not healthy for a world which is struggling to deal with 

social inequalities and rising class conflicts (Kraus, Park, and Tan  2017). Moreover, 

FI is constructed in a way that creates the impression that the innovators are doing the 

lower socio-economic populations a favour. Statements such as “FI places affordable 

products and solutions in the hands of those at the base of the pyramid, leading to 

empowerment and improvement of their lives” (Vadakkepat et al.  2015, p. 1), which 

are rather commonplace in the FI literature highlight the construction of frugal 

innovators as benefactors of the poor. This misleading impression has the potential of 

creating a sense of dependence, helplessness, and incompetence in these 

customers/consumers at the so called BoP (Grant and Dutton  2012), this in turn will 

strengthen the power position of the innovators relative to the customers, thus keeping 

the latter perpetually at the mercy of the former (Emerson  1962).  

Dark Side of the FI Process  

In the context of this chapter we use FI process to refer to activities and actions that are entailed 

in the design, development, production, and distribution of frugal products, services or 

solutions. The process essentially entails the design or redesign of a product, service or solution 

(Rao  2013); repackaging a product into smaller lots (Angot and Plé  2015); provision of goods 

or services on rental basis rather than outright sale (Prabhu and Jain  2015); scraping off 

nonessential parts (Hossain  2018); making use of local materials, locally embedded knowledge 
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and network (Meagher  2018); and using local human resource to market and distribute 

products, services and solutions (Dolan and Roll  2013). We argue that, the FI process comes 

with issues of product or service quality, unfair practices and exploitation of actors in the 

informal economy, environmental degradation and dilution of the concept of innovation.  

(a) No Frills Strategy and Resultant Quality Degradation  - The no frills and other 

frugal strategies have implications for product quality and image. For example the much 

talked about frugal car, Tata Nano is known to have issues with safety standards and 

quality, as a number of these vehicles are known to have burst into flames (Mahendra  

2017; Tiwari and Herstatt  2014). Another Jugaad innovation example is Renault’s 

entry level Kiwid. This vehicle saves cost, city-suitable and sells across markets 

including India (Attias  2016). This French and Japanese engineering-consulted FI car 

reportedly failed in testing as it scored low in adult occupancy protection (AOP), child 

occupant protection (COP) and zero in safety assist technologies (SAT) (Auto-The 

Economic Times  2018). There are many instances where the no-frills nature exposes 

users to considerable risk. The point here is that, the no-frills attribute of FI comes with 

issues of safety and quality, as seen in the case of Aboboyaa. A serious issue related to 

this means of transport is the spate of accidents that characterise its use. It is involved 

in a number of gory accidents recorded in the country in recent times (Ghana Web  

2016; Ultimate FM  2017). Because this is a no-frills vehicle which consists mostly of 

the very basic essential parts; the motor and the metal frame, safety becomes a serious 

issue. The metal covering is often light, and there are no protective cushions which 

could mitigate the impact of a collusion. Moreover, because it is simple to operate, 

some of its riders happen to be people with little or no driving/riding skills, or 

knowledge of road safety regulations, and often without licence (Asiedu-Addo  2015). 

Moreover, oversimplification may have negative implications for the acquisition of 

requisite skills and knowledge, and this has additional consequences for safety and 

efficiency. 

Moreover, the no-frills strategy comes with image issues for the resultant product, as 

these products appear inferior and are perceived as a poor peoples’ product (Tiwari and 

Herstatt  2012). This is not to suggest that the elimination of nonessential components 

of products to minimise resource utilisation is not important, however this should not 

be done at the expense of the safety or quality of the product or solution. We concur 

with suggestions that; FI need to incorporate the twin objectives of reducing the total 
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cost of ownership whilst matching customers’ aspiration of quality and image (Tiwari 

and Herstatt  2012), and that the functionality of products in critical sectors such as 

aerospace, defence, and healthcare should not be compromised for the sake of frugality 

(Rao  2013).  

(b) Processes Driven by Unfair and Exploitative Practices - There are unfair practices 

associated with the FI process especially with respect to the re-packaging and 

rebranding process. For example it has been found that Unilever’s individualised 

packaging targeted at BoP customers comes with a higher cost per kilogram or litre 

than the standard pack (Angot and Plé  2015). Karnani’s review of several publications 

concluded that BoP products and solutions were priced much higher than their non-

branded alternatives (Karnani  2007). Thus, the poor, who FIs claim to be helping end 

up paying higher prices; this is a sad irony. Moreover, the re-engineering of the 

distribution channel at the BoP through credit-based payment solutions and micro-

franchising arrangements have facilitated the shifting of cost from the corporations to 

the local entrepreneurs, thus compelling the latter to absorb interest payments, 

marketing costs, and turnover risks within their meagre margins (Karamchandani, 

Kubzansky, and Frandano  2009; Meagher  2018). In this way the big corporations are 

benefiting at the expense of the poor entrepreneurs. This is not only unfair but seriously 

borders on issues of business ethics.  

 

Other identified unfair and exploitative practices relative to the FI process include: 

underpayment for labour (Karamchandani et al.  2009); crowding out traders in the 

informal sector (Meagher  2018); and jeopardising informal social networks (Dolan and 

Scott  2009). There are instances where FI based companies facilitate their production 

processes with unacceptable and less appropriate practices.  For instance, the IKEA 

furniture, a well-known Swedish corporate FI (Wohlfart, Bünger, Lang-Koetz, and 

Wagner  2016) has been heavily criticised for illegal logging of old-growth trees and 

use of child labour. IKEA invented its flat-packed furniture in 1956 and became a USA 

market leader by 2010 (Hagel, Brown, Wooll, and de Maar  2015). A participatory 

experience to the customer plus the unassembled and condensed pieces of furniture 

have removed many stages of the value chain which in turn has enabled IKEA to offer 

the customers lower prices. In this process, IKEA consumes nearly 1% of commercial 

wood supply in the world. For this purpose, it buys up forests (in Romania and Karelia 

in Russia) to keep tighter control over the wood it uses to produce its iconic, easy-to-
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assemble furniture. It is reported that much of these leased forests consist of intact tracts 

of natural forests and hence, heavily criticised for illegal logging of old-growth trees in 

Karelia, Russia (The Protect Forest  2016). Figure 19.3 below shows an example of 

such incidents where The Protect Forest sent IKEA a cross-section of a 400-year-old 

tree from one of IKEA's clear-cuts to IKEA's head office in Sweden, along with a copy 

of the interview and a list of demands.  

Figure 19.1 - A cross-section of a IKEA's clear cuts of a 400-year-old tree 

 

Source – Photo by Rutschman - Protect the Forest. (2016). Russian Conservation Expert Confirms the Criticism 

of Ikea's Logging in Russian Karelia. Retrieved from http://skyddaskogen.se/en/campaigns/news-about-ikea-in-

carelia/2731-russian-forest-expert-about-ikea 

The Forest Stewardship Council reports that IKEA has made major deviations from 

regulations including cutting down 600 plus year old trees. Moreover, behind this 

IKEA’s low cost, the mass consumption driven business model and strategies, they 

have often been criticised for tax avoidance in Australia which has ultimately 

contributed to unfair competition in the furniture retail market (Pascoe  2014, 2017). 

Further, Organised  Crime and Corruption Reporting Project (OCCRP) confirms that 

the Swedish retail giant IKEA has been reported to the US Customs Department for 

importing duvet covers made in Turkmenistan with forced labour (OCCRP  2016). 

In addition, the distribution of some of the frugal products and solutions is done using 

under-priced labour. Karamchandani et al. (2009) observed that enterprises are 

increasingly engaging low-income segments as distributors basically because of the 

benefit of under-priced labour.  In addition to exploiting labour and informal institutions 

for their commercial benefits, FI enterprises often employ ruthless strategies to side-
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line  informal actors such as manufacturers, distributors, wholesalers, and others who 

do not represent their interest (Meagher  2018). These practices end-up crowding out 

other players from the informal economic sector, which until the encroachment of the 

frugal innovators used to be the source of livelihood for a chunk of the population of 

developing countries (Meagher  2018). Furthermore, FI enterprises adopt aggressive 

marketing and distribution strategies which thrive substantially on the social networks 

of the distributors (Dolan and Roll  2013). Consequently, these strategies of marketing 

products through personal ties negatively affect relationships, and end up eroding local 

social capital (Dolan and Scott  2009; Meagher  2018). 

(c) Environmental Degradation - The FI philosophy and practice is not limited to 

emerging economies, but there is a growing trend of application in developed western 

economies (Kuo and Ng  2016). Thus, the frugality concept and the related “voluntary 

simplicity” have been a trend (Alexander  2017). Hence, the frugality perspective is 

widely applied in supply chain management with the aim of producing goods and 

services while restricting the undue consumption and waste of raw materials and power 

sources (Fulconis, Pache, and Reynaud  2018). For instance these frugality applications 

resulted in circular value chains which are referred to a broader pattern of circular 

economy1 (Murray, Skene, and Haynes  2017) as opposed to the linear value chains 

operated by a majority of the companies in the world (Figure 19.4). In a linear value 

chain (Figure 19.4) products are designed, produced, sold and consumed and end up in 

landfills while in closed loop value chains returns processes are encouraged and the 

manufacturer has the opportunity to capture additional value and integrate further value 

chain activities (Guide, Harrison, and Van Wassenhove  2003) by closing the life cycle 

of products and services. The FI literature considers circular value chains as an effective 

approach to foster a FI culture in organisations (Radjou and Prabhu  2014b). For 

instance, in 2013, Kingfisher, a large European home-improvement retailer, launched 

its circular economy driven closed loop value innovation approach named “Net 

positive” which is well acknowledged in the frugal innovation literature (e.g. Radjou 

and Prabhu  2014b). 

 

 
1 A circular economy is a regenerative system where the resource inputs, waste and energy are reused, recycled 
and remanufactured to minimise the resource exploitation. 
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Under this approach products are developed from renewable or recycled materials and 

they consume only renewable energy in their manufacture and use. When they age or 

break, parts and materials from these products can be used to make new products. The 

2013 Net positive report mentions that they sell 170 products with closed-loop 

credentials against an ambitious target of 1,000 products by 2020 (KingFisher  2013). 

Based on thermodynamics laws, Korhonen, Honkasalo, and Seppälä (2018) argued that 

although this circular approach promoted the recycling, reusing and remanufacturing, 

they ultimately lead to unsustainable levels of resource depletion, pollution and waste 

generation.  

While we acknowledge the positive contributions of circular economy, we highlight 

that the businesses have not paid attention to the associated negative outcomes. For 

instance, IKEA uses 1% of world’s cotton production as one of the primary raw 

materials for their products.  They continue to emphasise sustainability practices 

through “better cotton initiative” for cotton farming, proposals for a circular supply 

chain, and heavy usage of solar panels and renewable energy in their stores. Yet, cotton 

farming is pesticide-intensive and water consuming leading to loss of soil fertility (Dai 

and Dong  2014). As we reported earlier, there are more dangers linked to the illegal 

logging practices of IKEA in their leased forests. For instance, degradation of the forest 

poses serious threat to biodiversity, including the extinction rare and endangered 

species; increase in soil erosion and landslides; increase in CO2 release and climatic 
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changes. Other issues of concern relative to IKEA’s practices include: human rights 

abuses and disrespect for the basic needs of local communities and their culture; 

corruption, crime, coercion, and money laundering; reduction of royalties, taxes, and 

other charges paid by logging companies to the producer States (Reboredo  2013). 

Furthermore, there are many FI solutions driven by green technologies where they 

use solar energy. Vortex engineering developed a low-powered ATM equipped with 

solar energy (Agarwal and Brem  2017). This can function in adverse weather 

conditions in India. The performance related to shorten and simplified withdrawal and 

deposit process are commendable outcomes. However, although both examples of 

IKEA’s solar panels and renewable energy usage and Vortex’s solar ATMs seems to 

be sustainable and eco-friendly, they entail adverse environmental effects, as recycling 

of solar panels is extremely difficult, energy consuming and highly toxic (Murray et al.  

2017). Thus, leading to the environmental degradation. Further, a mere cyclic flow does 

not guarantee a sustainable outcome because when the forest residues from cuttings are 

used as a source for renewable energy and for substituting fossil fuel combustion, the 

most nutrient rich parts of trees and branches are removed from the forest ecosystem 

and hence, losing the biodiversity and in turn forest growth (Korhonen et al.  2018).  In 

addition, much energy is wasted because of the machinery used to drive these 

operations. Thus, the dependence on technology for environmental advancement 

exposes nature’s triple bottom line to high risk (Murray et al.  2017). Thus, we suggest 

greater efforts to understand and disseminate to the public more information about the 

strategies for social and institutional changes which can effectively transform the 

production and consumption processes (Bocken, Olivetti, Cullen, Potting, and Lifset  

2017; Hobson and Lynch  2016).  

(d) Job Losses and Alienation  - Crowdsourcing strategies are widely applied in digital 

developments associated with FI and open innovation contexts (Hossain and Kauranen  

2015). One of the main examples is Gifffaff, a mobile telephone network in the UK. 

For instance, Giffgaff, operates as a Mobile Virtual Network Operator using the O2 

network and owned by Telefónica. Giffgaff is run by the users who totally perform the 

sales and support of the company. Members who answer questions in the community 

space generate sales to new users. They are incentivized  by giving ‘Payback’ points 

which can later be redeemed as cash, airtime credit, or donated to charity (Radjou and 

Prabhu  2014b). Although this is an attractive cost effective mechanism for Giffgaff, 
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the danger of this is the job displacement of the users (Stelmaszak  2016) caused by 

user generated job loss. Crowdsourcing arrangements can have serious impact on 

eliminating professional positions from firms that are typically filled by entry-level, 

Millennial-aged workers. In addition, these activities can play the role of a “disruptive 

innovation” and influence creative fields such as advertising, design and data research 

leading to significant job losses and displacements. Furthermore, such crowdsourcing 

arrangements can lead to the elimination off fulltime positions and the creation of 

digital ‘sweatshops’ where the underage is employed and demanded for long work 

hours causing serious health and well-being issues (Pearlson, Saunders, and Galletta  

2016). 

(e) Dilution of the Innovation Concept -  Another dark side of the FI process is its dilution 

of the concept of innovation. The Oslo manual defines innovation as the 

implementation of new or significantly improved goods, services, or process, a new 

marketing method, a new organisational method in business practices, workplace 

organisation, or external relations (Gault  2016). This definition and a number of others 

emphasise the novelty or significant improvement aspects of products or solutions 

which are referred to as innovation. We argue that, some of the practices or products 

referred to as FI, raise serious questions. For instance how innovative are processes or 

activities such as mere re-packaging and re-branding of a product, copying existing 

informal practices, and freeriding on existing networks?  The question is, how new or 

significant are these practices, and what difference are they making in the lives of the 

people whose interest they claim to represent? Whilst innovations in other jurisdictions 

of the globe are focusing on   phenomenal breakthroughs in business, technology, and 

the sciences, the innovation associated with developing countries is focusing on issues 

of re-packaging and rebranding of detergents and other such stuffs. Our argument here 

is that the concept of innovation is being diluted and cheapened relative to some of the 

FI solutions and processes. The next section identifies the dark side of FI outcomes.  

Dark Side of FI Outcomes  

Whilst acknowledging the remarkable positive difference that a number of FI initiatives have 

made in society, for instance the Jaipur Foot which has restored mobility to over 400,000 

people, and the Aravind Eye Care that has helped prevent multitudes of blindness (Vadakkepat 

et al.  2015), it is important to draw attention to some of the unpleasant aspects of frugal 

innovation so as to stimulate a more holistic discussion which hopefully will lead to the 
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rectification of these issues. In this section, we discuss three negative FI outcomes: 

unsustainable resource consumption; short-changing of poor customers; and quality/image 

issues of products and solutions.  

(a) Unsustainable Resource Consumption  - One of the often trumpeted strengths of FI 

is its ability to reduce resource utilisation (Melkas et al.  2018; Radjou and Prabhu  

2014a).  Yet it appears the opposite is rather the case. The two crucial, inconvenient 

truth core questions for us to address are: 

How can FI lead to reduction in production and consumption whilst one of its primary 

drivers is the proclivity of corporate entities especially the multinational companies 

(MNCs) to tap business opportunities and profits from the over 4 billion potential 

customers believed to be at the BoP (Angot and Plé  2015; Rosca et al.  2017)?  

And 

How can FI minimise production and consumption if the idea that poverty can mainly 

be addressed by increasing the consumption of material resources remains the central 

BoP concept (Pansera  2018)? 

One of the fundamental motivations of FIs is the exploitation of the BoP which is 

increasingly becoming attractive in terms of business opportunities (Dolan and Roll  

2013; Tiwari and Herstatt  2012), especially as  the recent 2007/2008 global financial 

crisis has brought into question the validity of the business model that focused almost 

exclusively on Western markets and  affluent customers. The quest to capture the BoP 

has brought in its wake various FI solutions and products; ranging from household 

cleaning agents to industrial equipment. The target of FI which is the BoP is a huge 

market, in excess of 4 billion people, constituting about 2/3 of the world’s population 

(Angot and Plé  2015). Producing for this market requires gigantic material and other 

resource commitment. Though we acknowledge that the target of FI cannot be all the 

people at the BoP, the aggressive distribution strategy with which some of the MNCs 

are pushing their products, what Dolan and Roll (2013) refer to as the “rural immersion 

programs” indicates that a substantial volume of products are landing onto the BoP.  

Because FI products are cheaper, it often leads to higher demand, which in turn leads 

to the use of more resources to be able to produce to meet the increased demand. In 

effect though FI may use less resources to produce a unit of product, this might not 
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necessarily lead to reduction in resource consumption in aggregate terms, as more 

resources are used to produce to meet the explosion in demand as result of lower prices. 

This issue of unsustainable resource consumption is demonstrated in the example of 

Aboboyaa. Because it is a lot cheaper than conventional vehicles, many people are able 

to procure it, leading to a glut of this product everywhere, especially in the urban areas 

and the major towns of the country. In effect, FI may lead to overproduction as well as 

overconsumption and their attendant sustainability issues.  

In addition, referring to the circular approaches (e.g. King Fisher and proposed plans of 

IKEA) we mentioned earlier, we argue that such approaches promote more virgin 

resource usage. For instance, due to IKEA’s cost advantage, it attracts new consumers 

from both lower-end market segments with more affordable products and higher-end 

market segments with more customised products for which consumers are willing to 

pay a premium  (Kortmann and Piller  2016). With its ever increasing customer base, 

IKEA engages in massive production to meet its growing demand. This leads to 

increased production and consumption (Wohlfart et al.  2016) with implications for 

environmental sustainability.  

We argue that, although less materials may be used in producing a unit of FI product or 

solution, in aggregate terms however, more material resources end up being used in 

producing for BoP and the circular economy. This is contrary to the much-celebrated 

claim of FI regarding resource conservation. In effect FI solutions are contributing to 

unsustainable production and consumption, and this is injurious to the wellbeing of the 

planet, whose carrying capacity is already under immense stress. Some may argue; how 

then can the needs of those at the base of the pyramid be met if more goods and services 

are not produced? To such arguments, our response is; not all the offerings of FI address 

needs, and indeed most of the offerings do not address the real issues of people at BoP 

at all. For instance, a private car does not become a necessity if there is a decent and 

reliable public transport. So, the answer to the transportation problem of the low or 

medium income earner in a developing country is not necessarily a miniature car, but 

it is about fixing the poor infrastructure, and the provision of a more sustainable public 

transportation solution. A reliable and efficient train, tram, or bus system will be more 

resource efficient and effective solution, in this regard. Car is used in this instance just 

for the purpose of an example, similar issues can be raised regarding many other FI 

products or solutions. As Pansera (2018) rightly observed, addressing the issue of 
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scarcity does not merely lie in increasing material goods; it is more of an issue of social 

justice.  

(b) Short-Changing Poor Customers - ‘Lipstick evangelism’ by Dolan and Scott (2009) 

and a similar publication (Dolan and Roll  2013), give a sense of the intense and 

aggressive nature of the customer recruitment drive adopted in the distribution of the 

MNCs’ products at the BoP. The marketing strategies have been described as 

aggressive and intense (Dolan and Scott  2009). With such strategies, poor consumers 

may be lured into misusing their hard earned money in buying products that may be 

pretty much unnecessary given their economic situations. Karnani (2009) intimated that 

such targeting of the poor as customers has the tendency of misguiding them into 

wasting away their precious little resources on unnecessary goods and services which 

in some instances may even be detrimental to their welfare. Initiatives by MNCs such 

as Coca-Cola, Pepsi, Nestle, DuPont and others to use micro-entrepreneurs to get their 

products to every nook and cranny of Africa and other developing countries (Dolan and 

Roll  2013) are likely to lead to increased purchase of these products by low-income 

customers, and with the aggressiveness that characterises the promotion and 

distribution of these products, it is almost a certainty that the vulnerable poor will be 

lured into buying them. The heart wrenching conscience question however is, how 

needful is a product like Coca-Cola or Pepsi to a rural dweller who earns less than a $1 

a day? 

(c) Quality and Image Issue - Frugality as an enduring life-style of restrain in acquiring, 

and resourcefulness in utilising economic resources to achieve long-term goals 

(Anderson and Lillis  2011) is a quality of prudence and responsibility which is worthy 

of acquisition irrespective of whether one is operating in a resource constrained or 

resource abundant environment. However, this does not appear to be the kind of 

frugality being portrayed in the FI lexicon, as the latter’s focus seems to be 

overwhelmingly about resource constrained countries, and how to improvise solutions 

for the poor. This mentality seems to be having a toll on the quality of process as well 

as the outcomes of FI. Tata Nano, a classic example of FI has had its share of quality 

issues, with some of the vehicles bursting into flame (Mahendra  2017; Rao  2013), and 

it is also found to be deficient in some safety and convenience features (Zeschky, 

Widenmayer, and Gassmann  2015). Apart from its quality issues, what appears to be 

plaguing this innovation even more is its image as “poor peoples’” car. A quote from 
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Financial Times cited in Tiwari and Herstatt (2012, p. 249) indicated that sales 

performance of the car has been poor because “nobody wanted to buy the world’s 

cheapest car”. So, in effect, not only does FI produce poor quality outcomes but also 

outcomes that come with the unattractive tag of poverty.  

This image issue can again be demonstrated through the case of Aboboyaa. The 

agitation and rage that greeted the introduction of the use of Aboboyaa as ambulance 

(Figure 19.5) (Ghana News  2018; Tordjo  2018) clearly demonstrated that the citizens 

perceived that move as an affront to their dignity.  

 

In voicing out their displeasure, many stated it was inhumane on the part of the 

government to contemplate such an initiative (Tordjo  2018). This is an indication that, 

though people might be using Aboboyaa out of necessity, they aspire for a more decent 

means of transportation. A study of consumption behaviours of  BoP customers in Asia, 

Africa, and Latin America by Subrahmanyan and Gomez‐Arias (2008) revealed that in 

spite of income constraints, these customers seek to buy products which do not carry 

the stigma of being poor peoples’ product, and that purchases are motivated not just by 

survival and physiological needs but more importantly the desire to fulfil higher order 

needs, either to build social capital for cultural reasons, or as a compensatory 

mechanism. We suggest that, hyping poverty for purposes of economic or political 

gains may not do the poor any good; as Karnani puts it, ‘romanticising the poor harms 

the poor’ (Karnani  2009), and the gains thereof are not sustainable. FI will be a more 

attractive and useful tool for development if it focuses less on the poverty message, and 

dwells more on the real strengths of FI such as prudent and responsible resource 

utilisation, affordability, optimised performance, sustainability, as well as quality and 

durability.  
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(d) Less agility towards customer preferences - Sustainability is a major concern in 

western developed economies and hence, customers tend to depend on affordable, 

good-enough products voluntarily reducing their consumptions and possessions toward 

a higher degree of frugality (Kuo and Ng  2016). As a response to this, businesses have 

developed ‘sufficiency-based business models’ under the circular economy approaches 

where sustainability is delivered by reducing absolute material usage and energy 

consumption by encouraging consumers to make do with less (Bocken and Short  

2016). Yet, the introduction of a circular based business model may lead to decreased 

sales if the new, longer lasting products reduce sales of the previous products (Guiltinan  

2009; Michaud and Llerena  2011) by being a disruptive innovation in the market. In 

one hand, this risk of profit cannibalisation can hamper the production of long lasting, 

customised quality products (Oghazi and Mostaghel  2018). On the other hand, such 

business models are not agile to fashion changes which can make both consumers 

frustrated and also reduce the earnings of firms (Mont, Dalhammar, and Jacobsson  

2006). This is a substantial impact in the industries where attractiveness of a 

product/service depends on aesthetic attributes of the product and remanufacturing 

places will increase demands on product design for modularity and/or timelessness 

(Linder and Williander  2017). Moreover, the implementation and the capabilities 

required to succeed in such circular economy approaches create enormous challenges 

on the businesses and the economy. One potential challenge of this is that the customers 

may return products during the product life cycle, at the end of use and at the end of 

life which requires a highly customised and cost consuming approach to reverse supply 

chain so as to optimise the value recovery (Guide et al.  2003). In addition, it is so hard 

to make the modifications to the system and thus, there is a lack of room for diverse 

models and variations.   

Chopra (2013) refers to the dark side of innovation as the innovations which destroy 

the innovative incumbent firms creating limited options in the market: if they follow 

the new innovation they erode their profits and if they avoid such innovation they 

commit themselves to obsolescence. Hence, FI may destroy the existing market by 

challenging the high-price market with radically cheaper products (Lim and Fujimoto  

2018) often reflecting on a “disruptive innovation”. If a FI with previously mentioned 

dark aspects disrupts the markets as mentioned by Chopra (2013), it will lead to highly 

unsustainable, challenging and destructive market conditions.  This is because, once a 
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disruptive innovation enters and consolidates in the market, the standards it sets in the 

market will be dominating. This may ultimately create major challenges to the 

competition and customer choices in the market. This is clearly illuminated in the 

following example. Tarkett is a world’s leading frugal floor covering manufacturer 

(Radjou and Euchner  2016). In October 2017, French Competition Authority imposed 

a EUR 302 million fine for price-fixing, sharing commercially sensitive information 

and signing a non-compete agreement relating to environmental performance 

advertising (Lesur and Chutrova  2017). This ruling was imposed not only to Tarkett 

but to the other two members of this floor covering cartel: Forbo and Gerflor. This kind 

of behaviour may keep other firms out of the market, thus leading to monopoly with 

implications for customer choice and consumer sovereignty.  

Conclusion  

FI has sharpened focus on the need to use less resources to produce better and more outcomes 

and solutions, and continues to contribute substantially to addressing societal needs even under 

conditions of extreme scarcity. Like other concepts, processes, and solutions, FI has its 

limitations and dark side. The purpose of this chapter was to highlight some pertinent 

weaknesses of the idea, process, and outcome of FI. The need to conserve and use resources 

prudently is a universal responsibility, as such the relevance of FI need not be limited to 

resource constrained contexts. 

This chapter addressed real and potential dark sides of FI relative to mind-set; process; and 

outcome. Issues highlighted include: quality and safety; unfair and exploitative practices; 

unsustainable environmental practices; and potential consequences for individual and national 

development. These issues have been raised with the hope of stimulating a more holistic and 

balanced discussion of FI, to inform decisions and strategies towards making it a more effective 

tool for addressing the myriad woes of the global community. As a civilisation, our moral 

compass may be compromised by the dark side of frugal innovation – the side that people are 

deliberately ignoring or are utterly ignorant about. 
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