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To “The Travelling Cam”, because a dream is real only when it is shared: “Mischief Managed.” 

 

To MM: “You see things. You keep quiet about them. And you understand.” 

 

To my family: “And then Patrick started running after the sunset. And Sam immediately followed 

him. And I saw them in silhouette. Running after the sun. Then, I started running. And everything 

was as good as it could be.” 

 

In loving memory of Palta: “Your first name is Free/Last name is Dom/Cause you still believe in 

where we’re from.” 

 

To the Hong-Kongers: “There are some things you can't share without ending up liking each other.” 

 

To all my friends from home, from Milan and from Copenhagen: “Live each day as if it’s your last, 

that was the conventional advice, but really, who had the energy for that? […] Better by far to 

simply try and be good and courageous and bold and to make a difference. Not change the world 

exactly, but the bit around you.”  
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Abstract 

This Master Thesis is takes into consideration the new strategies that are being developed in order 

to enable multinational companies to profit from untapped and ignored markets at the Base of the 

Pyramid of developing countries. In particular the main focus is on Reverse Innovation, a theory 

developed by Immelt, Govindarajan and Trimble in 2009. In this work, the theory is taken into 

consideration as a new way to innovate using a different market perspective and meeting specific 

and peculiar needs of people living in poor conditions. However, considering the fact that many 

theories have been conceived in the past few years addressing the problem of innovating for 

developing countries, Reverse Innovation can be easily confused with other concepts, such as 

Frugal, Jugaad and Disruptive Innovation. This is the reason why the first aim this Master Thesis 

pursues is to try to define similarities and differences among the concepts of Reverse, Frugal, 

Jugaad and Disruptive Innovation, developing a framework that allows to distinguish between the 

different conceptions. In particular, after analysing the different aspects of the aforementioned 

theories, the following conclusions are reached. Reverse Innovation has a double disruptive 

potential, as it can be new-market disruptive for emerging economies and, at the same time, low-

end disruptive for developed ones. In addition to that, according to the similarities in the 

development processes, it might be stated that Reverse Innovation can be defined as a subset of 

Frugal Innovation. Jugaad Innovation theory might also be seen as a subset of Frugal Innovation, 

but it is very different with respect to Reverse Innovation as the former highlights the creative and 

innovative approach of local, resource-constrained entrepreneurs, whereas the latter focuses on 

strategic paths undertaken by big, multinational companies. The second aim of this Master Thesis is 

to try to address the lack of convincing evidence to prove that Reverse Innovation can actually 

create new markets and profits in developed country. The so-called “closing the circle” part, is 

argued, cannot be thoroughly assessed because it is based on a very strict market-based view, as it 

only relies on the exporting of the new technology from developing to developed countries. In order 

to support the theory presented by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015), who argue 

that the whole innovation process should be taken into consideration when assessing whether an 
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innovation is Reverse or not, a case study regarding India Consumer Product is presented. This aims 

at supporting the idea that Reverse Innovation is a global innovation that, during the process, has a 

reversal of the flow of innovation from an emerging to an advanced economy. Thanks to a new 

focus on SAP Hybris YaaS, an open micro-service platform developed by SAP Hybris, it is possible 

to prove that SAP enables other businesses to pursue their own Reverse Innovations by allowing a 

continuous reverse, throughout the whole innovation process, of the flow of innovation from an 

emerging to an advanced economy in the ideation phase, in the development phase and in the 

market phase. Indeed in the case of India Consumer Product, the company exploited the reversal of 

the flow of knowledge and information on SAP Hybris YaaS to develop an e-commerce platform 

specifically tailored to the Indian market. This made India Consumer Product able to rely on local 

shops to sell its products even in remote areas, facilitating price and product strategies depending on 

market conditions and competitors’ moves observed. Such an e-commerce platform can be defined 

as a Reverse Innovation developed through SAP Hybris YaaS as both in the ideation and in the 

development phases there were several and frequent reversal in the exchanges of information and 

knowledge among people from developed and from emerging countries. 
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Introduction 

Nowadays multinational companies do not have much choice when it comes to deciding whether to 

innovate or not. The message is clear and cannot be ignored: innovate or die (Wall, 2014). There are 

so many examples that can be considered to prove that a company that does not invest heavily in 

innovation is going to fail in the not-so-far future, just think about Kodak or Blockbuster. In a fast 

changing world, where new technologies and innovations arise and have the capabilities to disrupt 

the standards in the blink of an eye, being innovative and pursue new and different innovations is 

the only key to survival, as well as the only key to success. The real challenge of today’s firms is to 

manage to profit from innovations which have increasingly lower life cycles, in an environment 

constantly under pressure and with a great number of incumbents offering their own solutions. New 

technological hubs keep on being created and attract a great number of talents from all around the 

world, and those very same hubs are the ones where most of the innovations come from (Cocciglia, 

2014). One main example is the Silicon Valley, the most important centre for innovation all over 

the world, which is almost considered by young and bold innovators a sort of a promised land, 

where miracles can happen, and an innovative idea can be implemented and realised in a matter of 

weeks, rather than months or years. The fierce competition and the hunger for new ideas that 

characterise innovation hubs such as the Silicon Valley create for sure a difficult path to be walked 

by companies worldwide, since there is the constant need to watch out for potential internal - as 

well as external - disruptions, for emerging technologies and for new and sometimes even naive 

incumbents, who frequently are able to change the rules of the game by exploiting their flexibility 

and their recklessness (Cocciglia, 2014). 

Notwithstanding the listed challenges, none of the existing companies is willing to give up and let 

other players in the market win their shares and their knowledge. Experimenting, learning and 

creating strong strategic alliances are increasingly becoming powerful instruments to protect and 

defend a company’s competitive advantage and to try to ensure a continuous and impressive growth 

(Schilling 2013; Fosfuri, 2013). However, sometimes, the countermeasures that a firm can adopt are 

not enough to see, recognise and embrace a new technology when it is disruptive and innovative 
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and, above all, when it is created by small entities. The risk of being overwhelmed by an unknown 

or ignored threat is, and should be, one of the greatest concerns of today’s executives, especially if 

the industry the company is characterised by fast changes in the technological development 

(Durisin, 2014). This is the reason why, in order to continue being successful and growing in the 

long run, firms have to keep a very close eye on and scrupulously monitor small start-ups and 

emerging realities to immediately detect and react to threats coming from new, and possible 

disruptive, technologies or business models. A turbulent environment often requires the company to 

both put some extra effort in adapting their business model according to the difference 

circumstances they are facing and increase organisational flexibility to face the fast pace that has 

always characterised most of the industries, especially in the past years (Morris, Schindehutte & 

Allen, 2003).  

In order to proactively seek changes and opportunities in the market, recognise threats as early as 

possible and be able to adapt, change and reframe the organization, firms which want to survive in 

the present and experience an incredible growth in the future have to understand how to properly 

endure both exploitation and exploration activities (March, 1991). The important outcome to be 

achieved is value creation deriving from a clever combination of both old and new value trajectories 

carefully linked together using different approaches aiming at promoting the exploitation of existing 

resources and competitive advantages, while at the same time undertaking exploration activities 

(March, 1991). The latter, in particular, are of the utmost importance to ensure growth and openness 

to new possibilities. Supporting and pushing exploration activities means being able to detect new 

challenges and threats and quickly learn from them in order to be flexible enough to adapt to this 

fast-changing environment that technology creates (Durisin, 2014). Exploring new possibilities and 

internalise them requires a completely different approach towards the structure of the organisation 

and the mind of every stakeholder connected to the business, especially employees. In order to be 

thoroughly aware of the possibilities that all the activities related to exploration might undercover 

for a business, it is necessary to be completely learning-oriented, which means that learning 

activities should be always encouraged and promoted throughout all departments and business units 



5 
 

of an organization (Raisch & Birkinshaw, 2008; Durisin, 2014). As a final point, it is important to 

underline that, to create a learning environment, companies’ incentive policies should be 

restructured in order to praise those people who engage the stakeholders, learn from them and 

spread the knowledge they have (Foss, Laursen & Pedersen, 2011).  

In this Master Thesis, Reverse Innovation theory is taken into consideration as a new way to 

innovate using a developing-market perspective and addressing particular needs and wants that 

specifically characterise it. In particular, this work pursues mainly two aims: first, it tries to define 

similarities and differences among the concepts of Reverse, Frugal, Jugaad and Disruptive 

Innovation and, secondly, it tries to give further evidence of the theory presented by von Zedtwitz, 

Corsi, Veng Søberg, and Frega (2015) through a case study regarding SAP Hybris YaaS. This work 

is structured as follows: first, theories regarding the market at the Base of the Pyramid are presented 

together with reasons for its importance in relation to Reverse Innovation and related critiques. In 

the second chapter, the case of Philips’s ClearVue is outlined to illustrate a Reverse Innovation 

implementation as traditionally defined by Immelt, Govindarajan and Trimble in 2009 and 

Govindarajan and Trimble in 2012. As a third point, the theory related to Reverse Innovation is 

presented in detail and discussions regarding the relationship between Reverse, Disruptive, Frugal 

and Jugaad Innovations are presented. In concluding the chapter, critiques to Reverse Innovation 

theory and possible solutions are included. Chapter four is focused on proposing a case study 

supporting the new definition of Reverse Innovation provided in chapter three to solve some of the 

critiques. Finally, conclusions are provided. 

Methodology 

This Master Thesis, in addition to the traditional literature search that was undertaken exploiting 

University’s databases – mainly Web of Science and Ebsco –, relies on a case study approach to 

understand how India Consumer Product managed to implement a Reverse Innovation strategy 

through the exploitation of SAP Hybris YaaS and the possibilities it gives to experience a 

continuous reversal in the flow of knowledge. SAP was chosen as a company to be analysed for 

mainly two reasons. First, the company itself wanted to have a theoretical framework that could 
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describe and define their latest technology, SAP Hybris YaaS, and managers were particularly 

interested in understanding whether such a technology could have been related to Reverse 

Innovation. As a second point, the case proposed was extremely interesting as it provided further 

evidence supporting the new perspective proposed by von Zedtwitz, Corsi, Veng Søberg, and Frega 

(2015), who re-defined Reverse Innovation as “any type of global innovation that, at some stage 

during the innovation process, is characterized by a reversal of the flow of innovation from a 

developing country to an advanced country, and that is eventually introduced to an advanced 

country’s market” (p. 17). 

In order to gather the data used in the case study, qualitative secondary and primary data were used. 

The former were mainly information found on the company’s website and internal blogs, whereas 

the latter were obtained through face-to-face, e-mail or Skype interviews. The period of interest 

starts from 2015, is continuously evolving and, of course, has not reached a conclusion yet. As a 

first step before actually starting the interview process, an alignment call with some of the 

interviewees was scheduled in order to discuss the fit of SAP Hybris YaaS with the topic outlined in 

this Master Thesis. The call was held on February 19th 2016 and, after describing in details the aim 

of this work and after providing some further explanations, SAP agreed on further developing the 

topic. The alignment call was very important as in helped both parties, the company and me, to 

clarify objectives and define mutual benefits derived from this work. In particular, the company 

specified that it did not require any Non-Disclosure Agreement, however, it could not provide any 

information regarding the company taken into consideration in the case study, as their relationship 

is ruled by a strictly confidential agreement. For this reason, the company described in the case 

study will be called Consumer Product, and its Indian subsidiary will be Indian Consumer Product. 

After the first alignment call, two more interviews were scheduled and a third request for 

information was undertaken via e-mail, as only a quick response was needed. The complete set of 

questions that was covered during the interviews is included in Appendix 1 and is divided into two 

parts, dealing with SAP Hybris YaaS as an enabler for Reverse Innovation and the case of India 

Consumer Product, respectively. The first interview was conducted through Skype with Mr. 
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Christian Schoenauer, SAP Hybris YaaS Solution Manager, who was interviewed for an hour on 

March 30th, 2016. During this first session, all the questions related to SAP Hybris YaaS were 

covered and some further insights emerged. Since Mr. Schoenauer was not able to answer a couple 

of questions as they were linked to legal aspects of the platform, he suggested sending an e-mail to 

Mr. Stefan Schmidt, a YaaS commerce manager. On April 12th, he provided the information needed 

via e-mail and no further contacts were needed in relation to the development and 

commercialization of SAP Hybris YaaS. The final interview scheduled was a face-to-face meeting 

in SAP Italian headquarter in Vimercate (MB) with Antonio Amerise, Sap Hybris Value Advisor 

and head of the Digital Acceleration Team. The interview, which lasted about 1 hour and a half, 

was structured into two parts, first an informal talk about India Consumer Product, the role of SAP 

Hybris YaaS in the development of the platform proposed by the company and the achievements 

that they have been able to observe so far. As a second point, the other part of the questions listed in 

Appendix 1 was covered, in order to get precise information about the impact of Reverse Innovation 

in the innovation process and the benefits India Consumer Product had. 

Using a case study approach has some benefits as well as some drawbacks. In this Master Thesis, it 

can be argued that the main limitation regarding the case study approach is represented by the fact 

that the findings might not be generalized. For this reason, the lessons learnt and the conclusions 

drawn might not be applicable to and, thus, might not be valid for a wider range of companies 

(Flyvbjerg, 2006). In addition to that, the fact that the work is mainly based on data provided by the 

company and, in particular, on primary data derived from interviews, might lead us towards biased 

results due to the company’s or the interviewees’ personal opinions (Flyvbjerg, 2006). On the other 

hand, as outlined by Siggelkow (2007), also single cases provide by case studies can bring some 

interesting insights and can, thus, be very powerful and significant examples. Finally, the fact of 

using a single organisation to focus on should not be necessarily seen as a problem of non-

representativeness because the conclusions drawn allow to get a certain number of insights that 

might not be highlighted in another company or in another case (Siggelkow, 2007) 

. 
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Chapter 1: Innovating in Developing Countries 

1.1 Reasons to innovate in developed countries 

According to Treanor (2015), approximately half of worldwide wealth is distributed and owned 

among only 1% of the population, which is, in turn, mostly situated in those countries that are 

commonly referred to as developed. The fact that companies born within this framework enjoy 

particularly advantageous situations within which they can pursue their business strategies makes 

them almost privileged players both in their own local market and in the global one. Generally, and 

this is especially true for big, renowned and resourceful multinationals, companies in developing 

countries can count on the fact that people have money to purchase the products they sell if such a 

product reflects a particular need or satisfies more or less hidden desires. This means that it is 

generally assumed that people living in the so-called developed countries enjoy a higher purchasing 

power and are more willing to spend money to buy those goods and services (Prahalad & 

Hammond, 2002). These very same people also have a great variety of interests that they feel they 

have to address in order to feel thoroughly satisfied with their lives. Considering the framework 

proposed by Maslow (1943), it can be clearly seen that people living in developed countries have 

already fulfilled all the needs that are represented at the bottom of Maslow’s pyramid, and are thus 

defined as basic needs. What is really triggering the needs, desires and requests in such developed 

countries refer for sure to the needs described at the top of the pyramid, the ones dealing with self-

actualisation (Ng, 2015). Since there is a focus on such top-of-the-pyramid needs, companies can 

make diversified proposals to their customers; they also have the possibilities to decide whether 

they prefer setting a premium price for a particular range of products, or they can shape a strategy 

focused on reaching a cost advantage. All these set of options is available because, at the top of the 

pyramid, customers have enough wishes and requests to be willing to place more value on those 

products that perfectly match their desired criteria (Ng, 2015). Companies in developed countries 

have a varied and differentiated market and they have many different ways in which they are able to 

profit from their solutions. They can also count on the fact that, notwithstanding the cultural 

differences, most of the countries undertook their development processes more or less in the same 
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historical period and have a history of events that were, and still are, tangled within particular 

geographic areas (Ng, 2015). The fact that the development in such advanced countries has always 

been characterised by similar features, together with the fact that they share some market 

similarities, enables the companies to better understand the dynamics within such markets and 

provides guidelines for behaviour. 

After considering the market where these companies were born and are operating, namely a market 

framed around developed countries, it is possible to analyse the resources available, which can be 

exploited in order to foster the firms’ growth and international expansion. Established companies, 

and especially multinational ones, enjoy a wide range of different resources they can count on: first, 

the availability of capital that they can invest in various activities within their organisation (Di 

Gianmarino, 2014). Capital is particularly important as a resource, as it allows to invest in activities 

that are vital for a firm’s growth and survival. Investing some capital in Research and Development, 

for example, is vital for new innovations to be pushed through the innovation funnel and reach the 

production phase. In order to create prototypes, test them, and commercialise them, a great 

deployment of resources is required, as well as a great flexibility and willingness to learn from 

failure (Di Gianmarino, 2014). Traditionally, the more companies spend in Research and 

Development activities, the more they are likely to get an innovation whose return on their 

investment is high enough to cover all the expenses related to previously failed experiments 

(Durisin, 2014). Spending money to provide the various departments with the right pieces of 

equipment to work properly is another point, and this is especially true for Research and 

Development activities, which often require specific and expensive tools for each different step of 

the process companies usually undertake to commercialise a new innovation. The availability of 

capital works also as a signal flag for the best talents around the world that are attracted both by the 

compensation they will receive for their work, and, even more important for them, the assurance 

that the company will provide the best means and resources available for them to run their 

experiments and develop their ideas with no constraints. This means that, in this framework, 

scientists, researchers and experts are able to pursue their instinct and are free to learn from their 
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failures, as, usually, the budget set for their department provides them with the flexibility to do so 

(Poetz, 2014). It is important to notice that the aforementioned consideration does not reflect the 

situation observed in every single company of a developed country. However, considering the 

major trends arisen in the past decade, every year more and more firms are willing to spend a 

considerable amount of money in activities that are fundamental to their future prosperity (Durisin, 

2014). A final point to be underlined, a great disposal of capital also grants the possibility to adapt 

more quickly whenever there is the need to change the structure of the organization to overcome 

inertia and myopia issues that prevent the company from growing, as well as to face external threats 

coming from other incumbents both in terms of technological innovation and business model 

innovation (Durisin, 2014). 

Another resource that can be regarded as fundamental to a company’s success and that is typical of 

firms operating in developed countries is the fact that those players have access to a wide variety of 

educated people, thus can rely on the availability of one of the most important factors: human 

capital (Di Gianmarino, 2014). Getting the best people working for their companies have become 

one of the main concerns for high-level executives, as it can be clearly seen how people’s work 

affect the overall organisational performance and image. Most of the times, companies have to 

undertake different fights with their incumbents regarding this particular aspect. The first challenge 

deals with the choice of the talents: indeed, companies have to be able to make sure that their offers 

attract the right people, those who might create a good fit with the image, the culture and the 

structure of the company, while, of course, displaying a highly developed skills and the knowledge. 

The second challenge, on the other hand, deals with the retention of such talents within the firm. It 

frequently happens that the best people are the ones who receive a great number of offers from 

incumbents that are willing to offer extra benefits or extra money just to have access to their unique 

and qualifying talent (Cocciglia, 2014). Nowadays, human capital retention is one of the greatest 

concerns for a company and affects all people at all levels of the organisation. In order not to lose 

the opportunity to get the most out of their talents’ skills and knowledge, companies should create a 

good environment where their employees have the possibility both to exploit their capabilities and 
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to keep on learning. Companies should also make sure that their skilled employees can work with 

other top-level talents, as being continuously surrounded by high-level professionals stimulate both 

creativity and willingness to improve (Di Gianmarino, 2014). Choice and retention of the best 

human capital has become even more challenges in the past decade due to the overwhelming 

globalisation that companies are inevitably experimenting. Sometimes the best talents come from 

developing countries and not only developed ones and this has created an even fiercer competition 

among companies, universities and talents themselves. Never has the availability of talents been so 

spread around the world and the talents’ awareness of their possibilities so instilled as now. 

Considering what stated so far, it can be clearly seen that it is the utmost importance for companies 

to select and retain their human capital and to implement the right policies to make sure that these 

objectives are met (Di Gianmarino, 2014). 

As a last resource to be mentioned in this context, it is important to include the knowledge derived 

from all the strategic alliances that companies can pursue in developed countries, being those 

partnerships, joint ventures, or collaborations with the Academia (Schilling, 2013). As well as being 

an important asset to be considered in a company’s strategy, it is also a very important resource that 

can sometimes become a competitive advantage. Firms operating and innovating in developed 

countries might be more willing to spend time and money in such activities as they might get 

incentives from the government and also because they can count on a greater capital availability 

(Schilling, 2013). Companies can choose from different types of strategic alliances that they can 

undertake, depending on their willingness to exchange information with another party and the 

degree of control they want to achieve. The choice is also influenced by the knowledge and the 

substitutability of the resources of the partner, meaning that if a partner has a resource which is 

easily replicable, it will not have as much contracting power in an alliance as a company which is 

the only owner of a particular resource (Schilling, 2013). Since every company has different 

requirements when it comes to building a relationship with another partner, there are many different 

types of alliances available, covering both the long and the short run and depending on the control, 

the risk and the access to the other party’s knowledge that the company aims at achieving from the 
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agreement (Schilling, 2013). Another very important source of knowledge, which might also 

represent an important resource companies can count on, is the collaboration a company can 

undertake with the academia, both locally and internationally (Perkmann & Salte, 2012). The fact 

that companies in developed countries can count on high-level institutions, where professionals are 

provided with a great variety of tools to undertake their experiments and where most of the 

governmental funds for basic researches go to, gives them a great advantage in terms of knowledge 

availability, solution finding and experiments that can be undertaken. This strong relationship that 

companies can build with the academia, if they are willing to do so, is one of the main advantages 

of doing business in a developed country, as most of the best universities worldwide are located in 

such places and those countries have funds that are explicitly meant to be invested in knowledge 

creation.  

In conclusion, it can be argued that innovating in a developed country might lead to a more 

sophisticated innovation due to a more widespread availability of resources. In particular, 

companies in developed countries have better access to capital to be invested in their innovation and 

growth activities and might be more flexible in accepting failures and in trying different paths 

before taking the right one (Cocciglia, 2014). Companies in developed countries might also be able 

to attract the best human capital when they show that they are willing to invest in people’s 

capabilities and knowledge. In particular, this is done by investing money and time in providing 

talents with the right means and pieces of equipment to run their experiment properly, as well as the 

right amount of capital to give them enough flexibility to be able to learn from failure (Cocciglia, 

2014; Di Gianmarino, 2014). Finally, companies in developed countries might find it easier to 

engage in strategic alliances with other high-level firms and to engage in collaborations with the 

best Universities as they have more capital to invest in these types of relations and can also count on 

governmental incentives and investments in basic research (Perkmann & Salte, 2012; Schilling, 

2013). Notwithstanding the aforementioned considerations, nowadays companies are witnessing, as 

well as participating in, a new shift regarding the locus of innovation. Companies are considering 
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running their innovation activities in developed countries and no more in developing ones. In the 

next session, reasons for explaining this phenomenon are provided. 

1.2 Shifting towards the Base of the Pyramid: new challenges and constraints 

Notwithstanding the benefits mentioned in the previous part, companies have already started 

shifting towards developing countries during the past decades for several reasons, some of them 

linked to the need of pursuing an internationalisation strategy as a reactive or proactive strategy 

(Ng, 2015), others linked to the benefits derived from moving the whole production, or even part of 

it, in countries where companies can find some less regulated labour markets (Wang, 2015). 

Globalisation of competitors and the need to reach a first mover advantage are two of the reactive 

reasons that might push a company to undertake an internationalisation strategy, together with the 

fact that, by globalising, a company can overcome trade barriers like tariffs and quotas (Ng, 2015). 

Home countries’ regulations and restrictions might also play a role in determining an 

internationalisation strategy, as companies might feel that these constraints are preventing them 

from doing business the way they want to do it. In a B2B setting, a final reactive reason might be 

the demand of corporate customers, who might require a company to follow their production abroad 

(Ng, 2015). Considering proactive reasons for internationalisation, those refer to the exploitation of 

economies of scale and growth opportunity in other countries, together with resource access and 

cost savings. A final point related to this set of reasons is linked to the incentives that governments 

abroad might allocate to foreign firms in order to encourage foreign investments within their 

countries (Ng, 2015). The second point explaining why companies are willing to pursue an 

internationalisation strategy is related to the benefits derived from outsourcing some parts of the 

supply chain abroad, in order to benefit from cost advantages such as lower cost of labour or lower 

taxes. This point is very important as outsourcing is a strategy that characterises many companies 

operating worldwide, and it is even more important considering the fact that many companies build 

their business models on the exploitation of low-cost opportunities, thus creating a strong 

competitive advantage based on fierce cost reductions (Wang, 2015). 
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However, Prahalad and Heart (1999) provided another reason for companies to start considering the 

idea of expanding in developing countries. By introducing the concept of Base of the Pyramid, the 

authors, in their popular article, argue that there is an untapped market potential in developing 

countries that is completely ignored, but that could bring a new fortune to companies if properly 

taken into consideration. Their aim is to try to raise awareness of the untapped potential represented 

by those people that earn less than $2,000 per year. Furthermore, according to Prahalad and 

Hammond (2002), the group of people considered consists of 4 billion people and, thus, accounts 

for 65% of the population. Since there is not a market targeting this particular group of people, 

which is referred to as Bottom of the Pyramid or, more recently renamed as Base of the Pyramid 

(BoP), the authors posit that a new focus aimed at reconsidering both the market potential and the 

social value linked to this market is needed. Companies have never seriously taken into 

consideration the possibility of doing business in the poorest markets, as their view of such markets 

often lies on misconceptions and previously built assumptions that can guide the decisions they 

make about doing business at the Base of the Pyramid. The main assumption deals with the fact that 

people within the Base of the Pyramid are too poor to think about spending their income for goods 

and services that do not meet their basic survival needs (Prahalad & Hammond, 2002). This is, of 

course, true if you consider a single person or household. However, this statement does not take into 

consideration the fact that most of the low-income people or households are often part of a larger 

community and that some of the purchases are not destined to be used by just a single person but by 

the community as a whole. It can be stated, according to Prahalad and Hammond (2002) that, even 

if the purchasing power of a single person or household is scarce, the aggregate purchasing power 

of a community is not. There are other two assumptions that the authors are listing as wrong 

perceptions companies have about doing business in developing countries, especially focusing on 

the Base of the Pyramid. First, firms often believe that poor people are mostly concerned with 

fulfilling the needs that lie at the base of Maslow’s pyramid of needs (Maslow, 1943), thus, those 

linked to the basic survival of a human being. Second, companies argue that their products cannot 

be competitive in a Base of the Pyramid setting, as poor people get the product they want at a very 

low price, which does not represent a good profitability margin for them. The authors argue that 
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both ideas are just misconceptions. Considering the former, it can be observed that meeting some of 

the needs that Maslow refers to as “basic” is not a realistic option for poor people, this is why they 

usually decide to invest their little money in products, like electronic appliances, which can 

immediately and truly improve the quality of their lives. On the other hand, the latter point does not 

consider the fact that consumers in the Base of the Pyramid nearly always pay higher prices for 

most commodities, considering that those companies that provide products and services to them 

often are the only ones in the market, thus creating a monopoly, and might even exploit the high 

level of illiteracy to build frauds against the poor (Karnani, 2007; Arnold & Valentin, 2013). 

Through the previously mentioned points, Prahalad and Hammond (2002) aim at dismantling the 

strongly eradicated misconceptions companies have developed over the years in order to encourage 

them to invest in developing markets and especially at the Base of the Pyramid and to benefit from 

the underlying fortune whose economic potential, according to the authors, has been neglected and 

even ignored for a long time. The authors provide three main reasons why companies should start 

investing in this untapped potential. First, the Base of the Pyramid, as it is defined in the articles 

taken into consideration, accounts for more than 4 billion people, thus an incredibly huge market 

which can boost an incredible growth especially in terms of revenues. The fact that developing 

countries are constantly evolving makes the growth they promise even more appealing, as it can be 

incredibly fast and incredibly profitable for those companies that are able to see the potential hidden 

in there. As a second reason, the authors posit that shifting towards developing countries enables 

companies to lower their costs in two ways, both by having access to cheap labour-intensive 

markets and by challenging their cost structures by finding new ways of producing products or 

providing services (Prahalad & Hammond, 2002). This particular aspect is very important for the 

topic of this thesis as most of the innovations that can be regarded as Reverse were prototyped by 

companies which decided to drastically cut the costs related to a particular technology or product in 

order for the latter to be appealing for people living in poor areas, thus to people living at the Base 

of the Pyramid.  Reduction in the costs related to particular technologies might also increase the 

spreading of such technology in developing countries and create new competitive advantages based 

on costs, in addition to providing benefits to people living at the Base of the Pyramid (Prahalad & 
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Hammond, 2002). The final positive outcome related to the decision made by companies to invest 

in developing countries relates to the possibility of exploiting the challenges set by the different 

needs people have at the Base of the Pyramid as a way to invest in experimentation (Prahalad & 

Hammond, 2002). The authors argue that different settings at the Base of the Pyramid can stimulate 

the creativity of companies as they can be referred to as labs for experimentation of new solutions, 

products and services that can address specific situations in developing countries. In addition to the 

previously mentioned reasons, one last point is listed and it relates to the fact that investing in 

developing countries and specifically addressing the needs and the situations that poor people at the 

Base of the Pyramid face is also a way to create better living conditions and more wealth to those 

people plagued with lack of security, healthcare and education (Prahalad & Hammond, 2002; 

Agnihotri, 2013). Another consideration to be made regards the change in the mentality and in the 

structure that those companies which want to pursue a new strategy at the Base of the Pyramid need 

to undertake. It is imperative to create new business units that are specifically focused on studying 

the market they need to face, researching the different paths to innovations that can be adopted and 

creating an extensive business network that includes other companies and people themselves, who 

can help the firm run the extra mile and fully reach poor people at the Base of the Pyramid 

(Prahalad & Hammond, 2002). In addition to that, as underlined by London and Heart (2004), in 

order to capture the benefits of this new strategy, companies need to abandon the imperialist 

mindset that has characterised their business over the past years and should start considering that 

markets at the Base of the Pyramid require different approaches and different set of capabilities, as 

traditional ways of transferring and protecting knowledge and resources might not be suitable. Since 

people at the Base of the Pyramid are dominated mainly by social contracts and social institutions, 

companies need to realise that their impact on the overall societal performance is of the utmost 

importance and that is why they really need to closely collaborate with local partners and develop 

local capabilities (London & Heart, 2004). In particular, in order to be able to understand the local 

environment a company is operating in, a new global capacity called social embeddedness should 

be adopted, as not only it would help getting insights about the local context, but it would also 

enable the company to adopt various strategies depending on the different types of markets or 
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countries are being targeted (London & Heart, 2004). In line with the need to re-think traditional 

global strategies, Kistruck, Sutter and Smith (2013) also present a new standpoint that companies 

should adopt when dealing with agency problems in Base of the Pyramid markets. Indeed, 

according to the authors, companies should abandon traditional contractual and monitoring 

mechanisms to control agency costs, as they should start switching towards a new approach, namely 

the identity-based one. Through this new perspective, companies willing to monitor their sales 

people working at the Base of the Pyramid manage to affect the ways they behave by assigning to 

them a role identity that shapes their attitude and that better aligns agent’s behaviours and 

principal’s interests. Indeed, implementing an identity-based mechanisms not only makes a 

salesperson willing to sell more, but it also affects sales of other product, both owned and non-

owned (Kistruck, Sutter & Smith, 2013). The authors in their article claim that this particular 

approach is more effective to monitor agents working at the Base of the Pyramid and is also cheaper 

and more profitable for companies that decide to implement it (Kistruck, Sutter & Smith, 2013). 

Even if the theory presented in the previous paragraph regarding the fortune at the Base of the 

Pyramid might sound reasonable, it has received a great number of critiques from other authors, 

who even define the idea of profiting from doing business at the Base of the Pyramid as a “mirage” 

(Karnani, 2007). In their article, Arnold and Valentin (2013) argue that, since very poor people live 

in desperate conditions and feel chronical malnutrition and lack of basic services, they are very 

stressed and depressed and, because of this, they do not have a thorough view about what they 

would like to get from a better life. This is why it is very easy for companies to exploit the 

economic resources of poor people as they please. In addition to that, poor people at the Base of the 

Pyramid are extremely vulnerable as they lack a proper education and many other basic services, 

thus it might be easy for big companies and MNCs to divert their little income from purchasing 

essential goods towards other products that might not be as fundamental for survival as others 

(Karnani, 2007; Arnold & Valentin, 2013). In addition to this issue, it is also argued that, due to the 

high dispersion and the little size of most of the communities included at the Base of the Pyramid, it 

is very expensive to reach them and it is also very difficult to account for all the cultural differences 
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that inevitably arise not only among developing countries, but also among different communities 

living within the same national borders (Karnani, 2007). A final critique deals with the definition of 

Base of the Pyramid itself. Since different authors defined the concept using different data and 

according to different sources, it is important to define what definition the reader should refer to for 

future references to the term “Base of the Pyramid” in this thesis. A qualitative definition for this 

work is preferred over a quantitative one in order for it to remain valid in the long run and not to be 

subject to continuous changes in data. In this thesis, the term Base of the Pyramid will always refer 

to “countries where the majority of the population is extremely poor as measured by income levels, 

but where doing business may also leverage an opportunity to serve people at multiple income 

levels concurrently” (Seelos & Mair, 2007). As already previously stated, the concept related to the 

Base of the Pyramid is very important for this work, as the theory presented by Prahalad and 

Hammond (2002) are closely related to the concept of Reverse Innovation. It is particularly 

interesting the fact that, in the Reverse Innovation theory, the Base of the Pyramid is considered not 

only as a market where companies can commercialise their products and services, but also as a 

source of innovation for products and services that might be exported abroad and might serve 

developed, as well as developing, countries (Govindarajan & Trimble 2012; Prahalad, 2012). An 

even more interesting point regarding the relationship between Reverse Innovation theory and Base 

of the Pyramid is the approach companies should adopt in the innovation processes. Indeed, 

regarding the former, companies should create new products and services from scratches based on 

the market they need to serve, considering the needs that are specific to such a market and 

embedding characteristics that refer to particular conditions the final users need to face 

(Govindarajan & Trimble, 2012). That is different from the approach suggested by Prahalad and 

Hammond (2002) in their research. What the authors suggest companies should do is to try to 

reduce the costs of the products they are current producing by adapting them. This means that 

companies should exploit the low cost of labour in developing countries and, quoting the authors, 

“configure their products, finances and supply chains to enhance productivity” Prahalad and 

Hammond (2002). The two mentioned strategies are different in the sense that the former, namely 

Reverse Innovation, takes into consideration a complete new market which requires a product that 
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is developed ad hoc, whereas the latter, called Glocalisation, deals with the adaptation of products 

or services designed by multinational companies and developed for developed countries in order for 

such products or services to be good and cheap enough to become desirable also for low-income 

people in developing countries (Immelt, Govindarajan & Trimble, 2009). The need to come up with 

a different approach with respect to Glocalisation in order for companies to successfully penetrate 

the Base of the Pyramid of developing countries arises for two reasons. Firs, Glocalisation does not 

thoroughly take into consideration the different needs and wants of people living in developing 

countries. Not only that, Glocalisation often fails to recognise the profoundly different environment 

and infrastructures that characterise countries that are still undertaking the development path. 

Finally, this particular type of strategy does not even take into consideration the different cultures 

that characterise the communities living both among different countries and within the same 

national borders (Govindarajan & Trimble, 2012). The assumption that products developed for 

people living in developed countries can easily be sold at a lower price and with a lower quality also 

in developing ones completely neglects all the different aspects that characterise the two realities 

but costs (Govindarajan & Trimble, 2012).  The second reason that might explain why Glocalisation 

does not prove to be always successful is that the products developed in order to be less expensive 

prove not to be appealing for rich or poor people living in developing countries. The former are not 

attracted by it as the quality is inferior with respect to the one offered in developed countries, that is 

the reason why rich people living in developing ones will probably prefer purchasing the same 

expensive but high-quality product sold in rich parts of the world. Regarding the latter, they would 

probably not be attracted by the product either, as the resulting price might still be too high for them 

and the quality perceived way lower than what they would expect considering that cost. It is 

important to underline that, even if poor people at the Base of the Pyramid do not enjoy much 

disposable income and are always very concerned about the costs, they will not invest in 

complicated and high-quality products which have been adapted in order to be affordable for them 

(Govindarajan & Trimble, 2012). An example of a company that failed its internationalisation 

strategy because it decided to pursue a Glocalisation approach is General Electrics, one of the giants 

dominating the healthcare industry. In the past 30 years the company has invested a lot of capital in 
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pursuing aggressive Glocalisation strategies all around the world, centralizing the major business 

functions in its headquarters in developed countries while decentralizing some Research and 

Development units in order to enjoy the cost benefits related to the lower cost of labour in 

developing countries (Immelt, Govindarajan & Trimble, 2009). The company only started to notice 

that something was not meeting the expected outcome when it became clear to them that a 

particular medical diagnostic equipment, namely the ECG machine, was only available in some of 

the hospitals of big cities, and could not be found anywhere else. In addition to that, the company 

realised that people, especially those coming from rural areas, were not interested in spending lots 

of money to go to the hospital and get the test done, and doctors in remote areas could not perform 

such tests due to the high costs of the machine and its cumbersome size, which did not allow the 

machine to be moved (Immelt, Govindarajan & Trimble, 2009). By developing MAC 400 as a 

clean-state innovation addressing the specific needs of people and doctors in Indian rural areas, 

General Electrics managed to come up with a portable, user-friendly and cheap ECG system that 

enabled doctors working in rural areas to perform ECG tests at a very low price and in an easy way. 

Switching towards a Reverse Innovation strategy, as proved by the development of MAC 400, 

helped the company to get access to that part of the population that lives too far from a hospital or 

that is too poor and cannot afford to make the test. Thanks to Reverse Innovation, General Electrics 

was able to provide an important health service to people at the Base of the Pyramid, improving 

their life expectancy and their quality of life while, at the same time, profiting from the technology 

developed (Immelt, Govindarajan & Trimble, 2009; Govindarajan & Trimble, 2012). 

In order to better understand why pursuing a strategy that focuses on Reverse Innovation can be a 

successful initiative for the company, developing countries, the market at the Base of the Pyramid 

and developed countries as well, in the next session a famous case study regarding Philips’s 

ClearVue ultrasound machine is presented. 
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Chapter 2: Philips’s ClearVue - a winning story 

Koninklijke Philips N.V, simply known as Philips, is a Dutch diversified technology company 

headquartered in Amsterdam. The company was founded in Eindhoven in 1891 by Frederik Philips 

and his son Gerard, who were particularly curious about the electronic development at the end of 

the 19th century and saw the potential of investing in the newly born industry. The company started 

as a carbon-filament lamps producer and quickly became one of the most important and renowned 

manufacturers not only in the Netherlands but also in the whole European region, including Russia. 

Over the 20th century, the company pursued a diversification strategy and decided to invest in many 

new and different technologies to be then exported to all the countries it served at the time (“Our 

Heritage”, n.d.). Nowadays, Philips has three divisions: Philips Consumer Lifestyle, Philips 

Healthcare and Philips Lighting. The company’s revenues account for 21.39 billion in 2014 and, in 

the same year, the total number of people employed was 105,365. Philips’s mission of improving 

people lives through meaningful innovation not only drives Research and Development activities in 

the company’s main R&D hub in Eindhoven, but it also inspires and raises commitment in the 

Philips Innovation Campus, the second biggest R&D centre of the company that is located in India, 

more precisely in Bangalore (“Our Heritage”, n.d.). This particular technology hub is of the utmost 

importance for Philips, as it in charge of developing innovative products and solutions for different 

geographical regions, thus not focusing on Europe and the US alone. This is extremely important 

for the company, as it has always pursued, from the very beginning, an internationalisation strategy, 

aiming at conquering diverse and far realities all over the world.  The role of the Philips Innovation 

Campus has proven to be fundamental to the company’s success in developing countries, and 

especially in India, where the Campus was built, as it has developed several solutions specifically to 

serve poor people living in developing countries (“About PIC”, n.d.). By investing in a Research 

and Development facility in a developing country that was separated from the main business in 

Amsterdam and that acted almost as an independent company, Philips granted itself access to the 

market at the Base of the Pyramid. Thanks to the freedom that this unit got to pursue new objectives 

within India, researches in the Philips Innovation Centre were able to exploit an “outside-in” 
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approach on their work. People working in the Indian hub had the chance to deeply know India, its 

culture, its problems and the people living there (“About PIC”, n.d.). They understood the potential, 

as well as the limitations, of the infrastructure that are present in the country, and they were able to 

see and study the life of people in the rural areas, where 70% of people at the Base of the Pyramid 

live (Prahalad, 2012). When in 2012 Wido Menhardt, the CEO of the Philips Innovation Centre in 

Bangalore, announced that two new products created “In India and for India” were about to be 

released, he for sure had in his mind all the hard work and the struggling that building an innovation 

suitable for the Base of the Pyramid of a developing market requires. In order to develop and 

produce ClearVue 350, an ultrasound machine specifically built to target the Indian market and 

especially focusing on poor rural areas, Menhardt did not only take into consideration the need to 

drastically reduce the costs related to the piece of equipment, but also the environment in which the 

machine had to function. Rural areas in India cannot count on a reliable supply of electric energy, 

nor on reliable grids. The lack of a proper network of streets or the fact that they are often uneven or 

impossible to be walked when there is too much water in the rain season prevent people living in 

rural areas to reach big cities and see doctors, as well as preventing doctors themselves to bring 

cumbersome pieces of equipment around. In addition to that, most of the people living in rural areas 

are too poor to afford expensive medical analyses or treatments, and for this reasons they ignore any 

symptom they might feel, with possibly harmful consequences (Govindarajan & Trimble, 2012). 

All these traits of the Indian rural context must be taking into consideration when developing a 

product which aims at targeting such a market. It is important to underline that, in this framework, 

successful innovation is the result of work undertaken within several constraints, also called the 

Innovation Sandbox (Prahalad, 2012). This is why, instead of trying to adapt their high-quality, 

expensive, top-level ultrasound machines in order for them to have a lower cost and a good enough 

quality, engineers in the Philips Innovation Centre put some extra effort and developed a thoroughly 

new solution completely from scratches (“Philips designs”, 2013). ClearVue 350 performs 

ultrasound analyses and enjoys a high throughput while delivering consistency in the quality of the 

images. The product is equipped with a leading-edge technology which has been developed in India 

and which is suited for the conditions of the country itself, thus it perfectly addresses the needs that 
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researchers were able to detect in the market they studied. Indeed, ClearVue 350 has low ownership 

costs and it is modular, lightweight and energy efficient, however, the quality that it delivers in 

terms of precision and definition of the images is still of high quality. In addition to the previously 

listed feature, it must be underlined that one of the main advantages of the introduction of the new 

innovation in the market is related to the low price that poor people pay for the ultrasound test 

(“How we create value”, n.d.; Singh, 2012; Singh, 2012). By targeting the Base of the Pyramid, 

Philips was able to create a product that met all the 4As proposed by Prahalad (2012), who 

encourages companies to focus on some particular aspects when developing products for poor 

people. In particular, according to Prahalad, a company that wants to target the market at the Base 

of the Pyramid should first of all create awareness of the solution proposed. Indeed, through its 

innovation, Philips managed to raise awareness regarding healthcare and, in particular, regarding 

the service that ClearVue 350 provides (“Philips Ultrasound”, n.d.). As a secondo point, Prahalad 

(2012) focuses on the fact that poor people must have access to the product even in remote areas. 

Again, Philips created the new ultrasound machine in order to respond to particular situations that 

have arisen specifically in India (“About PIC”, n.d.; Singh, 2012; Singh, 2012). The third argument 

proposed by Prahalad (2012) deals with the affordability of the product or service. Driving the costs 

down was one of Philips main objectives when it was designing and developing ClearVue 350 and 

it was also one of the main reasons why the firm decided to build the ultrasound machine from 

scratches (“Philips Ultrasound”, n.d.; Singh, 2012; Singh, 2012). Finally, Prahalad (2012) 

underlines that the product or the service must be available to people at the Base of the Pyramid. 

Philips responded to this last point by making sure that the product developed could offer the 

service it was built for to people in every part of India, especially those that were difficult to reach. 

This is why the company has frequently underlined the light weight of the machine, as well as its 

energy efficiency and its modularity (“Philips Ultrasound”, n.d.; Singh, 2012; Singh, 2012). Philips 

not only managed to profit from ClearVue 350 in India, but it was also able to export the innovation 

it developed in other countries. It is particularly relevant the fact that Philips managed to sell this 

new technology also in countries like the USA  and Germany, where the machine has been 

introduced as part of the equipment of an ambulance, in first-aid rooms in order to perform quick 
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analyses and save time, and doctors’ offices, in order to let them perform some analyses. The fact 

that the test is less expensive than the price usually charged for a top-level machine proved to be 

good news for those 2 million people in the US that do not have an insurance because they cannot 

afford it. The successful transition of the product from a developing to a developed country is the 

final step which thoroughly define a Reverse Innovation as such. Indeed, a fundamental part related 

to Reverse Innovation theory refers to the fact that an innovation must be transferred from a 

developing to a developed country, thus, it must follow a path which is reverse with respect to the 

one normally followed in a Glocalisation strategy (Immelt, Govindarajan & Trimble, 2009; 

Govindarajan & Trimble, 2012). Since the concept of Reverse Innovation is presented as juxtaposed 

to Glocalisation and being Glocalisation a term which defines a type of strategy, it can also be 

argued that Reverse Innovation refers to a particular type of strategy which aims at creating new 

products for poor people at the Base of the Pyramid following some specific steps and then export 

them to developed countries. A more detailed discussion about Reverse Innovation and more in-

depth details about the argument provided by the authors of “Reverse Innovation: Create far from 

home, win everywhere” (Govindarajan & Trimble, 2012) are going to be provided in the next 

session, together with some of the critiques to the model and some ways to overcome them. 
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Chapter 3: Understanding Reverse Innovation 

3.1 Definition and importance of Reverse Innovation 

Reverse Innovation is a concept that was first introduced by Immelt, Govindarajan and Trimble in 

2009 and refers to a particular strategy that can be seen as juxtaposed to Glocalisation, in the sense 

that it defines a type of innovation whose path is reversed: it is first conceived for developing 

countries but it is then exported to developed ones. In their article, the authors, inspired by a case 

study of General Electrics, clearly define Reverse Innovation as the process to develop a product in 

a developing country and then distribute it globally (Immelt, Govindarajan & Trimble, 2009). It is 

very important to define a strategy opposed to Glocalisation, as this approach is often not 

considering some important characteristics of developing countries and does not take into 

consideration the differences in terms of culture, infrastructures and needs with respect to developed 

realities such as the US or most of the European countries. Indeed, through Glocalisation, big 

companies are mainly focusing just on one aspect, the income level of people at the Bottom of the 

Pyramid living in developing countries (Immelt, Govindarajan & Trimble, 2009). Even if, of 

course, disposable income is one of the aspects that profoundly defines the gap between developed 

and developing realities, it is not possible to make decisions regarding the development and 

commercialisation of innovations just on the base of it. As it is properly underlined, many of the 

assumptions that Multinational companies have in their mind when it comes to making decisions 

regarding the exporting of new innovations are in part, if not completely, wrong. Claiming that 

emerging economies will undertake the same paths of evolution as developed economies did, and 

for this reason, people living in emerging economies should be willing to buy a product which is 

cheap and with a lower quality while they wait for their disposable income to raise, is not a reliable 

assumption (Immelt, Govindarajan & Trimble, 2009; Govindarajan & Trimble, 2012). The problem 

with this statement is that most of developing countries are making choices regarding their future on 

the basis of the technology that is available now, which is way more advanced than the one 

developed countries were able to exploit when they were emerging economies. Indeed, nowadays, 

the cheapest means of transportation that most people at the Base of the Pyramid choose, if they 
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have the possibility to own one, is the motorbike, whereas, at the beginning of the 20th century, poor 

people in Europe were buying bicycles (Govindarajan & Trimble, 2012). Thinking that the 

developing process of different countries, characterised by different historical patterns, different 

cultures and different technologies available, is going to evolve in the same way is not a realistic 

assumption. The Reverse Innovation theory, in this setting, is important, as it requires multinational 

companies to look at developing countries through new perspectives, considering paths and realities 

that could be superficially and wrongly ignored if a proper level of attention is not paid. Another 

assumption frequently discussed between multinational companies is the one regarding the fact that, 

according  to them, a product which is successful in a developing country cannot become successful 

in a developed one, as it might not be good enough to compete there (Immelt, Govindarajan & 

Trimble, 2009; Govindarajan & Trimble, 2012). Again, big companies are basing their decisions on 

a wrong standpoint, as they are underestimating the value that the newly developed innovation 

might generate if it is introduced in a developed economy, as well as in an emerging one. Indeed, 

these new, less expensive technologies might even create new markets in a developed country and 

might serve that part of the population which cannot be defined as part of the Base of the Pyramid, 

but does not enjoy a high level of income or the availability of a wide range of commodities, either 

(Immelt, Govindarajan & Trimble, 2009; Govindarajan & Trimble, 2012). The final important 

aspect that a company should take into account in order to consider investing in Reverse Innovation 

practices is the threat of losing developing countries’ markets as a result of new competitors’ 

dominance. It might happen that smaller competitors, which are closer to the needs and the 

situations people in developing countries have to face, develop new innovations that are less 

expensive, that have a better fit with people’s expectations and that manage to deliver a better 

quality. Most of the times, big multinational companies completely ignore those little realities born 

within developing countries, and, while they ignore them, those very same little producers start 

gaining more and more market share and start representing a threat not only in the market they are 

coming from, but also in more developed economies. The case of Mahindra and Mahindra and Deer 

and Company is one of the main examples of what happens when a big multinational company does 

not seriously consider the competition coming from developing countries (Govindarajan & Trimble, 
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2012). Deer and Company was trying to pursue a Glocalisation strategy in India by exporting its 

tractors and trying to adapt their structures and costs in order for them to be appealing to the Indian 

market. Unfortunately, even if cheaper, the product proposed by Deer and Company was not 

meeting the needs of Indian people, who wanted small, flexible and robust tractors and were not 

interested in all the extra features that could be included. Mahindra and Mahindra, an Indian 

company, saw an opportunity in serving this neglected segment of the market and started producing 

tractors that were meeting the needs of Indian farmers at a cost that was way more competitive than 

the one proposed by its US competitor. At first, Deer and Company completely ignored the threat, 

however, once Mahindra and Mahindra managed to conquer the Indian market and started exporting 

in the US, it had to change its approach towards innovation and developed countries and was forced 

to start focusing on different dimensions with respect to the one it used to consider as fundamental 

in the different markets (Govindarajan & Trimble, 2012). 

3.2 Reverse Innovation: create far from home, win everywhere - Book Summary  

In their book “Reverse Innovation: Create Far from Home, Win Everywhere”, authors Vijay 

Govindarajan and Chris Trimble discuss innovation from an international perspective and the 

importance of learning how to properly innovate in developing countries. Considering the 

incredible opportunities in terms of market growth that emerging economies offer, the authors claim 

that if companies want to survive in the long run and be successful, they have to start investing in 

their ability to create innovations that can actually reach the market targeted, in this case the one of 

developing countries. In this setting, it is fundamental to follow a completely different strategy, 

focused on innovation and not simply exporting (Govindarajan & Trimble, 2012). Focusing on 

innovation, according to the authors, means that companies should also understand local conditions 

and unsatisfied needs that unequivocally characterise the market companies want to innovate in, as 

there are various gaps between needs and wants of people living in developed countries and those 

living in developing ones, especially if people living at the Base of the Pyramid are taken into 

consideration (Govindarajan & Trimble, 2012). The main message that the book wants to convey is 

that, in order to succeed in innovating in developing countries, companies need to rethink the 
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traditional way they have always adopted of doing business, thus leaving behind the popular 

Glocalisation approach and switching towards the implementation of a Reverse Innovation strategy, 

while investing in learning the framework surrounding the market they want to target (Govindarajan 

& Trimble, 2012). The book acknowledges the fact that a Reverse Innovation approach is for sure 

more risky, as the threat of cannibalization of existing products might induce companies not to 

invest in a Reverse Innovation path, however, the cases presented in the book clearly shows how 

missing such an opportunity would leave the ground for many other threats to raise (Govindarajan 

& Trimble, 2012). Another relevant aspect of investing in a Reverse Innovation strategy deals with 

the fact that products conceived in and for developing countries not only help companies to engage 

customers at the Base of the Pyramid, but they also create new opportunities in developed markets, 

as they represent suitable alternatives to expensive and complex products, without necessarily 

cannibalizing them (Govindarajan & Trimble, 2012). The book is divided into two parts and has 

twelve chapters. The first one presents the theory related to Reverse Innovation and explains on 

which processes companies should focus on if they want to successfully develop an innovation that 

might be regarded as Reverse. The authors introduce the concept of LGT, Local Growth Teams, 

which are independent business units that companies should invest in order to have access to data 

and in order for Reverse Innovation to be created. They also underline quite a few times that 

innovation that aims at being appealing for people in developing countries must not be adapted 

from an innovation already commercialised in developed ones, but should be created from scratches 

or “clean-slate” as defined by the authors. The first part of the book also offers an analysis of the 

differences between developed and developing countries by considering five need gaps, which are: 

the performance gap, the infrastructure gap, the sustainability gap, the regulatory gap and the 

preferences gap. The performance gap describes the difference in the quality, and thus in the 

performance, provided by the innovations that are usually commercialised in developed countries, 

with respect to those commercialised in developing ones. The reasoning behind the performance 

gap deals with the fact that, having people in developing countries less money, especially if also 

people at the Base of the Pyramid are taken into account, they will not be able to afford high levels 

of quality and performance (Govindarajan & Trimble, 2012). Considering the infrastructure gap, 
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that refers to the constraints that are present in developing countries, like the fact that people living 

in rural areas of emerging economies cannot rely on proper roads, telecommunication networks and 

power plants (Govindarajan & Trimble, 2012).  The sustainability gap deals with the fact that, 

according to the authors, developing countries will only be able to sustain their growth through the 

implementation and the exploitation of environmental-friendly technologies and solutions 

(Govindarajan & Trimble, 2012). The last two points, the regulatory gap and the preferences gap, 

refer to the different laws and regulations that characterise developing countries and to the different 

preferences that people have in different parts of the world, respectively (Govindarajan & Trimble, 

2012). The analysis helps the authors to convey one of the most important messages of the book, 

which is that developing economies are profoundly different from developed ones and that there is a 

huge potential that has been ignored and that can be exploited if companies start focusing on 

innovating in the country and for the country and not on exporting and adapting to the local 

conditions (Govindarajan & Trimble, 2012). In the first part, examples showing how the previously 

mentioned gaps can be closed are also presented, in order to provide real cases of companies which 

were able to manage such a challenge. Another important point stated in the first part of the book 

deals with the changes a company need to undertake to successfully implement a Reverse 

Innovation approach. Indeed, the authors argue that companies need to reconsider their 

organisational mindset, as well as their organisational structure in order for both to be flexible 

enough to lead the change and support the new divisions created with the purpose of developing a 

successful Reverse Innovation strategy. Again, in the first part, there is also an accurate description 

of how companies should change their mindsets and their management models. Regarding the 

former, Govindarajan and Trimble present an evolution of the conception and importance of 

developing countries for multinational companies creating five levels, each of them representing a 

particular step in the recognition of the importance of having a global and not a local view of the 

markets. In particular, level-one thinking still denies the importance of emerging economies, 

whereas level-five thinking describes those companies that have clearly in their mind the idea that 

developed and developing countries differ a lot one from the other (Govindarajan & Trimble, 2012). 

The latter point, on the other hand, precisely describes the changes companies have to implement if 
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they want to pursue Reverse Innovation. This particular section of the book advocates that, if 

companies really want to pursue clean-slate product design, they have to stop relying on previously 

set standards and previously developed products, while at the same time focusing on changing their 

internal structure in order to be able to create the previously mentioned Local Growth Teams, small, 

cross-functional business units located in developing countries (Govindarajan & Trimble, 2012). 

The second part of the book presents eight business cases in order to prove the importance of 

Reverse Innovation in the strategy that a company wishes to undertake. Some of the cases refer 

specifically to a defined part of the theory presented in the first part. However, all of them clearly 

show how relevant Reverse Innovation is for companies that want to succeed in the long run in 

developing countries. 

3.3 Reverse Innovation: A new set of management challenges 

By embracing the Reverse Innovation theory, companies make a strong choice with respect to their 

strategic view of emerging economies, as they start considering new market dimensions that are not 

necessarily rich but that might represent a growth potential. Overall, companies are abandoning 

their imperialist mindset while they are acquiring awareness of the potential hidden in developing 

countries as new markets for expansion (Arnold & Quelch, 1998; Prahalad & Lieberthal, 1998; 

Prahalad & Hammond, 2002). Considering that Reverse Innovation has the potential of unlocking 

90% of the unexploited potential at the Base of the Pyramid (Sinha, 2013), it is important that 

companies focus on meeting the needs and wants of poor people while at the same time delivering a 

good quality. This is why companies should develop their solutions on a different price-

performance curve and should be committed to design high-tech products at a low cost (Sinha, 

2013). In order to be able to precisely meet the unspoken requirements that people living in 

developing countries, and especially those living at the Base of the Pyramid, set, Winter and 

Govindarajan (2015) have listed a set of the most common traps to be avoided and they have also 

come up with design principle solutions to overcome these difficulties that companies might 

encounter. The authors first suggest companies should avoid matching existing market segments to 

current products that are already commercialised. This is still to underline that a strategy based 
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Glocalisation is not successful in emerging economies and is not useful in order to meet the specific 

needs that people living in such a context have. In order to ensure a flexible approach towards 

Reverse Innovation, the authors encourage companies to focus on accurately defining the problem 

first, without considering any solution, being them real or ideas (Winter & Govindarajan, 2015). 

The second trap always linked to Glocalisation deals with the attempt companies usually make to 

reduce the price of the technological solution they propose simply by eliminating the features that 

they consider not relevant or not essential. The authors argue that companies should always create 

an optimal solution inspired by the experience that they have in the developing countries, by the 

conditions that they observe and by the design freedom experienced in the markets targeted (Winter 

& Govindarajan, 2015). As a third point, it is mentioned that companies should forget the technical 

requirements that are usually considered when an innovation is developed in advanced economies. 

A strong focus on such technical requirements in the setting considered is a waste of time and 

resources as the technical infrastructure that characterise emerging economies is profoundly 

different from the one of developed countries and, thus, requires a different perspective based on 

the analysis of the technical landscape which frames the problem faced by the consumers (Winter & 

Govindarajan, 2015). Trap number four is related to the negligence of stakeholders. Not only 

neglecting stakeholders has a negative impact on the design of the new solutions developed, but it 

also wastes money and resource as, if the product or the service does not successfully enter the 

market, it has to be designed and commercialised from scratches. The only way to avoid neglecting 

stakeholders is to engage them as much as possible, especially when testing the prototypes. The 

authors suggest companies should consider the design of the product as an iterative activity 

supported by the manufacturer, the sellers, the buyers and those who pay and dispose of it. Overall, 

engaging stakeholders is the best way companies have in order to make sure that the company’s 

solutions meet the targeted market and become successful (Winter & Govindarajan, 2015). The last 

point relates to the fact that some companies refuse to believe that a product developed for a 

developing market can also be appealing globally and especially in developed economies. This fifth 

trap is even more difficult to overcome as it is linked to the fear companies have of seeing their 

high-level products cannibalised by the ones imported from developing countries. To overcome this 
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last point, the authors claim that companies should use the constraints that are inevitably present 

and that characterise emerging economies in order to create products that can become platforms on 

which extra features can be added to adapt the innovation at a global level (Winter & Govindarajan, 

2015).  

Considering the aforementioned five points, it is clear that companies that are willing to pursue a 

Reverse Innovation strategy need to be extremely flexible, thus have to organise their internal 

structure accordingly, in order to grant as much freedom as possible to the talents that are in charge 

of working to come up with new innovations labelled as Reverse. In their book, Govindarajan and 

Trimble (2012) suggest companies should implement a clean-state organisational design, thus they 

should invest in developing from scratches new business units in developing countries. According 

to the authors, such business units, called Local Growth Teams (LGT), should be created 

specifically to pursue Reverse Innovation and should get a certain degree of freedom and 

independency from the parent company, as they are pursuing a specific mission within a country 

that displays substantial differences with respect to the areas where the parent company usually do 

business. Since the LGTs have to face such a different reality, they should be allowed to depart 

from previously set norms and mindsets and build their own. In addition to that the parent 

companies should grant to their subsidiaries access to the global resources in order to leverage them 

and, most of all, they should be willing both to see LGTs as supplement units to the global strategy 

of the company and to accept the proposals they develop, notwithstanding the fear of 

cannibalization of products already on the market (Govindarajan & Trimble, 2012). Parent 

companies play an important operational role, as they have to recognise that the only way to meet 

the low-cost targets set in order to make a product appealing is to enable the Local Growth Teams 

to develop the solutions in a resource-constrained environment, thus in a developing market 

(Zeschky, Widenmaye & Gassmann, 2014). In his Reverse Innovation Playbook, Govindarajan 

(2012) argues that in order to support the development of Reverse Innovation, companies should 

rethink four different aspects: as a first point, they should rethink the location, as they need to 

understand that the LGT must be placed in the developing country that has to be targeted. Secondly, 
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the staff hired should be reconsidered, as they have to be both strongly familiar with the market they 

need to target, as well as tightly bonded to the company’s culture. The third point relates to the fact 

that companies should rethink the way of distributing incentives and, finally, since Reverse 

Innovation requires a strong support from high-level managers, the reporting structure needs to be 

re-thought as well (Govindarajan, 2012). The aforementioned ways of rethink the organisation are 

fundamental in order to enable the Local Growth Teams established in the developing countries, 

especially when considering their Research and Development activities. Tightly linked to the need 

to place a Local Growth Team in a developing country is the belief that emerging countries 

nowadays are key centres for innovation, and become especially important in order both to pursue a 

Reverse Innovation strategy and to establish partnerships and generate reverse technological 

transfer (Hadengue, De Marcellis-Warin & Warin, 2015). Even if the internationalisation strategy 

of business functions, especially those linked to Research and Development activities, has long 

been exploited by companies both to benefit from low labour costs and also to try to extend the 

Product Life Cycle of their innovations (Filippaios et al., 2009; Pearce, 1999; Vernon, 1966), they 

have always been linked to a Glocalisation strategy, according to which the main Research and 

Developed centre is the one entitled to come up with the new ideas and products that are supposed 

to be adapted by local units to local needs and conditions (Ghoshal & Bartlett, 1988). As already 

previously stated, in order to pursue a Reverse Innovation strategy, companies need to change this 

mindset and should skip the evolution of the internationalisation of Research and Development 

business units in order to immediately reach the last stage, where the parent company specifically 

recognises the importance of the Local Growth Team as an important Research and Development 

hub, as well as a centre of competence that is able to get access to new knowledge, to acquire new 

skills and to invest and develop new technologies (Frost, Birkinshaw & Ensign, 2002; Kuemmerle, 

1997). The necessity to adopt a different mindset and a different organisational structure based on 

the willingness to focus on the needs and constraints customers in developing countries face is 

underlined also by Zeschky, Widenmaye and Gassmann (2014).  In their article, the authors present 

different case studies all centred on Reverse Innovation, which prove that in order to be able to 

successfully come up with such a strategy it is of the utmost importance that headquarters is willing 
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to fully support the Local Growth Team’s research and development activities by providing them 

with the technological know-how and knowledge and information regarding the market where the 

unit is placed. (Zeschky, Widenmaye & Gassmann, 2014). The authors also posit that whether the 

global product mandate for Reverse Innovation is set within the Local Growth Team or within the 

headquarter, it makes no difference in terms of the outcome developed, thus both locations of such a 

mandate can lead to the successful implementation of Reverse Innovation if the previously stated 

access to the resources held by the parent company is in place (Zeschky, Widenmaye & Gassmann, 

2014). Another aspect that might influence the development of a successful Reverse Innovation is 

the willingness of the parent company to accept some degree of cannibalization of their high-level 

products. The more headquarters are open towards accepting this riskier strategy without being too 

afraid of possible consequences, the more likely they are to actually succeed in implementing a 

Reverse Innovation strategy from which they are able both to target developing and developed 

countries and to create new sources of profits (Zeschky, Widenmaye & Gassmann, 2014).  It is 

clear from the analysis presented above that parent companies have an undoubted strategic role in 

enabling their Local Growth Teams to develop Reverse Innovation.  

As a final point, once resource and decision-making capabilities are localised in the Local Growth 

Team, the local organisation is supported by the global technology of the parent company and the 

organisation has acquired a flexible mindset open to experimenting and taking risks, there is only 

one last thing managers of big companies can do in order to enable and foster Reverse Innovation 

even more. In his playbook for Reverse Innovation, Govindarajan (2012) defines all those 

initiatives undertaken by high-level managers in order to encourage a Reverse Innovation strategy 

as “Top-level actions”. High-level managers have a great influence over a company’s decisions and 

their contribution might be determinant in making shareholders accept a Reverse Innovation 

strategy while mitigating their fear of cannibalization. High level managers also have the possibility 

to shift human capital and power in Local Growth Teams in developing countries and they can also 

act in order to allocate more capital to be spent in emerging economies in order to focus more and 

more on local needs (Govindarajan, 2012).  
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3.4 Comparing Reverse Innovation and Disruptive Innovation theories 

The term “Disruptive Innovation” was introduced by Christensen (Bower & Christensen, 1995; 

Christensen, 1997) and refers to a technology that, even if offering lower performance with respect 

to the one proposed by competitors, manage to conquer the mainstream market thanks to other 

features such as its small size, its simple structure, its cheaper price and its user-friendly 

convenience. In his book “The Innovator’s Dilemma” (1997), Christensen tries to understand why 

big incumbents in mainstream markets often suffer from market myopia and are frequently 

overtaken by new and small start-ups that offer new disruptive products which substitute the big 

companies’ ones. The authors try to define such a scenario as a dilemma companies face when they 

need to make a decision regarding which type of innovation they want to pursue. By introducing 

and defining the Innovator’s Dilemma, Christensen (1997) presents two different types of 

innovation that an incumbent might face. The first one, called sustaining innovation, represents an 

improvement, whether radical or incremental, of a product that is already well established in the 

mainstream market. When small companies try to compete with big incumbents in sustaining 

circumstances, incumbents often have the resource to win the war against new products and 

solutions developed by others. On the contrary, in a context characterised by disruptive 

technologies, incumbents are unable to respond to the new technology developed, as their rigid 

business model, paired with their organisational structure, do not allow them to be as flexible as 

small companies can be. This is the reason why small companies, even if they first offer a 

technology that, at least at the beginning, underperforms with respect to big incumbents solutions, 

are able to exploit the inertia of incumbent which neglect their low-end markets and crush their up-

market looking strategy (Christensen, 1997). In a further development of his theory, Christensen 

and Raynor (2003) try to propose an updated and revisited version of their theory regarding the 

Innovation’s Dilemma by presenting a new theory in their book “The Innovator’s Solution”, in 

which they define different paths of disruptive innovations depending on whether the product or 

services provided are low-end or new market types of disruptions (Christensen & Raynor, 2003). 

The authors present a new scheme characterised by the two original dimensions of performance of 

the product on the vertical axis and the time on the horizontal one, however they also add another 
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dimension, namely the one representing new customers and new contexts for product consumption, 

which is represented on the third axis of the scheme (Appendix 2). According to the figure in 

Appendix 2, it is clear that a sustaining innovation, as previously stated, defines a value trajectory 

that lies within an existing and defined market and aims at providing more advanced features to 

already-existing products. On the contrary, a low-end disruption, in spite of taking place in the same 

market dimension of sustaining innovations, offer a lower performance and a cheaper price, and 

manages to be good enough for overserved customers who are set at the low end of the market 

originally considered by incumbents (Christensen & Raynor, 2003). Finally, disruptions coming 

from a new market compete on another completely different level with respect to incumbents, as 

they address a new segment of the market, the “nonconsumption” one.  

In this framework, the disruptive innovation enables a thoroughly new segment of the population to 

own and use a product that was previously inaccessible to them. Incumbents have a relative 

importance in this new market perspective, as the real competitors companies need to focus on is 

non-consumption. Once the performance of the product offered increase, the customers of the 

original mainstream market spontaneously migrate from one market to the other, as they find the 

new product offered way more convenient than the ones provided by incumbents in the old system 

(Christensen & Raynor, 2003). Hart and Christensen (2002) recognise the fact that the Base of the 

Pyramid can be a source of disruptive potential and they list two reasons why companies should 

abandon the existing mainstream market if they want to find a new path towards growth. The 

authors claim that the market at the Base of the Pyramid can lead to a disruption as, first, the 

business model that companies develop for such a framework is applicable also in other countries 

abroad and, as a second point, companies which decide to focus on emerging economies and, in 

particular, on the Base of the Pyramid, are basically competing with only one competitor: non-

consumption (Hart & Christensen, 2002). The theory presented can also be applicable to Reverse 

Innovation, as the adaptability of a Business Model developed in an emerging economy to a 

developed one and the fight against non-consumption are also basic traits of a Reverse Innovation 

strategy, which aims at re-designing and re-developing a product or a service in order for it to be 
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appealing both for its price and its quality to people living at the Base of the Pyramid that so far 

have not been able to enjoy the benefits deriving from adopting that particular solution. The fact 

that Hart and Christensen (2002) even claim that companies should manage the opportunities they 

want to pursue in emerging economies in a different way with respect to the ones they want to 

pursue in developed countries, clearly is linked to the creation of the Local Growth Teams and the 

change in the structure and management models explained in the previous session. The connection 

between a Reverse and a Disruptive innovation is strengthened even more by the case studies 

proposed by Hang, Chen and Subramian (2010), who refer to the innovation they are presenting as 

both Reverse and Disruptive. They list three main implications coming from the case study they 

present and these implications should be taken into consideration by those companies which are 

willing to create a new strategy aiming at achieving an innovation that can be defined both as 

Reverse and Disruptive. First, as also defined by Govindarajan and Trimble (2012), companies 

should attentively research the user context, in order to clearly understand the needs and constraints 

that characterise the emerging market they are targeting. As a second point, linked to Hart and 

Christensen (2002), as well as to Govindarajan and Trimble (2012), companies should invest in 

developing local capabilities, as this is the only way they have to get access to the information they 

are looking for and to have a strong commitment with the communities they want to serve. As a 

third point, considering also the theories presented by Prahalad and Hammond (2002), Hang, Chen 

and Subramian (2010) remind the importance of guaranteeing a good price/performance ratio, as it 

is always important to keep in mind that people living at the Base of the Pyramid are poor and are 

very concerned about the price of commodities and services. As a final point, the authors underline 

the importance of a continuous and long-lasting investment in time and resources for Research and 

Development activities, as a successful innovation for sure attracts many competitors that want to 

increase their profits. For this reason, and also in order to make the Reverse and Disruptive 

innovation better and better in order for it to be appealing for people in developed countries, a 

continuous investment in Research and Development is required, together with a good strategy 

regarding the management of any Intellectual Property developed (Hang, Chen & Subramian, 

2010).   
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Starting from the link created between Disruptive and Reverse innovation, Corsi and Di Minin 

(2014) further develop the topic by claiming that Reverse Innovation can only potentially be seen as 

a subset of Disruptive Innovation from emerging economies, as in only one case, the one taking into 

consideration the income gap, the observed similarities between the two theories hold. Indeed, in 

such a framework, segments of both developing and developed markets experience an equivalent 

income gap that might be resolved by the introduction of a new, price sensitive innovation, 

addressing, in this way, a part of the non-consumption market (Corsi & Di Minin, 2014). The 

authors also state that both Disruptive and Reverse innovations always share a common point, 

which is the risk of cannibalization of the current products and that is intrinsic to these theories. The 

willingness of firms to overcome the fear of cannibalization and to take the risk of embracing a 

whole new set of innovations can also be used as a good tool in order to predict ex-ante whether the 

Reverse Innovation implemented has a disruptive potential in developed countries (Govindarajan & 

Kopalle, 2006). Corsi and Di Minin (2014) also add a geographical dimension in their analysis in 

order to try to distinguish between a Disruptive innovation in developed countries and a Disruptive 

innovation in and for developing ones. Considering the early market, the actors, the expansion, the 

life cycle, the challenges and the base for success, they manage to come up with an interesting 

description of the differences that characterise Disruptive innovations in the different geographical 

areas (Corsi & Di Minin, 2014). Indeed, considering the first two dimensions, it is clear that in a 

developed country the early market is mainly represented by the so-called early adopters or small 

niches and the companies playing the leading role are start-ups or spin-offs companies. Of course 

this cannot be true in emerging contexts, as the early market is represented by the majority of the 

population, thus those living at the Base of the Pyramid, and usually the actors are the Local 

Growth Teams incentivised by bigger companies. Also, the expansion of the innovation developed 

is different as, in developed economies, the expansion happens within the mainstream market of the 

same economy, whereas in emerging countries there is a reverse in the expansion path, as the 

innovation is exported towards developed countries from emerging ones. Even if the maturation of 

the technology only has little differences linked to the fact that the innovation in developing 

countries needs to be improved before being exported to developed ones, the challenges companies 
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need to face are different. Indeed, in developed countries, companies need to win standard battles, 

whereas, in developing economies, the real struggle is to get access to the market and understand 

and respond to the needs and wants. Finally, in developed economies the success of the innovation 

depends on the speed of development of the innovation; on the contrary, in emerging contexts 

success is based on both the quick development of new business models that manage to sell a large 

volume, and the cost and reorganisation of the products (Corsi & Di Minin, 2014). Thanks to the 

geographical dimensions added, it is possible to contextualise the Disruptive Innovation’s impact on 

the basis of the economic framework of the country. However, since a Reverse Innovation can also 

be defined as a subset of the Disruptive theoretical model, it is important to define what happens 

when a Reverse and Disruptive innovation coming from and emerging economy is exported in a 

developed country. In addition to that, it is important to define which type of Disruptive Innovation, 

low-end disruptive or new-market disruptive, it is better to refer to taking into consideration the 

previously listed differences that characterise developed and developing geographical areas. 

Considering the previously mentioned points of diversification and since a Reverse and Disruptive 

Innovation is first created and developed in and for a developing country, it is then exported in a 

developed one and it is disruptive in both settings, it can be argued that the type of disruption that 

characterises the two markets is different ex ante and ex post and thus may be categorised in 

different ways (Radojević, 2014). In particular, it is possible to argue that, when it is a subset of the 

disruptive theoretical framework, Reverse Innovation is new-market disruptive for emerging 

economies and, at the same time, low-end disruptive for developed ones, thus accounting for a 

dually disruptive potential and a dual perspective depending on the previously mentioned 

geographical dimension (Radojević, 2014). By being disruptive in both settings, Reverse Innovation 

in this framework proves to be fundamental to accelerate growth and to increase the company’s 

revenues dramatically (Radojević, 2014). In developing markets, an innovation is Reverse and new-

market Disruptive as it is created and commercialised in and for that particular country and, in 

addition to that, it targets a segment which is characterised by non-consumption. In this case, the 

Local Growth Teams want a part of the market that has always been neglected to start buying a 

product that they have designed and developed specifically for them and whose price and quality 
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are, respectively, affordable and appealing. On the other hand, once the Reverse Innovation is 

exported in a developed country, it disrupts the market in a different way. By targeting a low-end, 

overserved market with a simplified product that is good enough in both price and quality to convey 

the value needed by consumers, companies disrupt their competitors through a low-end disruptive 

strategy (Radojević, 2014). Thanks to this dual approach towards the effects of a Reverse and 

Disruptive Innovation, it is possible to come up with a framework that takes into consideration the 

fact that the outcomes of a Reverse Innovation strategy might be a subset of a Disruptive Innovation 

strategy and that the impact of such an approach differs depending on a geographical dimension. 

3.5 Frugal, Jugaad and Reverse Innovation: similarities and differences 

The literature regarding the market potential hidden at the Base of the Pyramid has opened a whole 

new field of research investigating in which ways big companies should address the needs and 

wants of poor people. New business paradigms have emerged together with new definitions of 

innovations specifically addressing the new market represented by poor people. The terms Frugal, 

Jugaad and Reverse Innovations were all born within this new set of strategies that aim at targeting 

the unserved market at the Base of the Pyramid and they define three different, but at the same time 

similar, ways of addressing the new challenges that this reality represents for companies. Since the 

three definitions of Frugal, Jugaad and Reverse have many traits in common, they might easily be 

confused one for the other and are often used as synonyms, even if it is not possible to argue that 

the three definitions share the very same characteristics and can be used to define the same type of 

innovation. To prove that each term defines and qualifies a peculiar dimension of an innovation, in 

this chapter an attempt to both clarify the shared characteristics and to outline the differences that 

define each type of innovation is made.  The term Frugal Innovation as presented by The Economist 

(2010) is defined by Radjou and Prabhu (2013) as the ability to create more business value, as well 

as social value, while reducing the exploitation of scarce resources. Zeschy, Widenmayer and 

Gassmann (2011) also put a lot of emphasis on the significant cost advantages that result from the 

resource-constrained environment that companies need to face to target the market at the Base of 

the Pyramid. Rao (2014) even claim that Frugal Innovations, being born under scarcity conditions, 
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help and support a sustainable development of emerging economies and can be used as a means to 

reduce and alleviate poverty for poor people. All the definitions presented highlight three particular 

aspects defining a Frugal Innovation: it results from an environment characterised by scarcity of 

resources, it has a costs that is lower with respect to the one of existing solutions and can address 

needs and wants of poor people at the Base of the Pyramid. Considering the aforementioned 

characteristics, it is then possible to adopt as a comprehensive definition the one proposed by 

Simula, Hossain and Halme (2015), who refer to Frugal Innovation as the “practice of developing 

cheaper products to create value for customers with low purchasing power […] despite financial, 

human, technological and other resource constraints” (p. 2). In order for a company to be able to 

exploit the benefits derived from investing in frugal innovations and solutions, companies must be 

willing to address and answer to new specific challenges dealing with their business models and 

their organisational structures. In line with the theories about Reverse Innovation presented in the 

previous paragraphs, companies need to invest in enabling the development of Frugal Innovations 

by, for example, supporting new organisational structures and new capabilities. They also need to 

properly re-think their Business Model, as it must be adapted to local conditions and must take into 

consideration the customers they want to target, namely the poor and resource-constrained people 

(The Economist, 2010; Zeschy, Widenmayer & Gassmann, 2011).  In particular, within companies 

willing to develop Frugal Innovations it is important to make decision-makers aware of the 

profound different perspective that must be adopted when addressing this new setting. First, 

companies should understand that low-income environments represent a fertile ground to develop 

innovations that might be regarded as frugal, due to the scarcity of resources that characterise those 

particularly poor settings. Companies should meet their cost- and resource-saving targets by 

exploiting low-cost manufacturing processes, simple and cheap materials and simplicity of 

functionalities and features. As a second point, companies should invest in developing local 

organisational structures, which have a direct access to the local environment and the local talents, 

as well as a deeper understanding of local needs and wants. It is important to underline that this new 

structure should also enjoy a certain degree of autonomy from the parent company in order for the 

local Research and Development unit to better intercept the needs of poor people and translate them 
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into a new effective and cheap solution (Zeschy, Widenmayer & Gassmann, 2011). Both aspects 

presented above, the one regarding the resource scarcity and the one regarding the creation of an 

autonomous unit within the targeted emerging market to facilitate the acquisition of knowledge 

regarding local conditions, are consistent also with theories regarding the cost reduction strategies 

and Local Growth Teams presented in the Reverse Innovation framework. This is to underline that, 

according to the theories presented, both types of innovations seem to derive from the same 

strategic path adopted by big companies and focused on re-designing for cost efficiency and for a 

better fit with local needs. It is also useful to underline that, in both theories, the main players 

considered that can successfully implement a Reverse or a Frugal Innovation strategy are 

multinational companies which are willing to invest in a local Research and Development hub. Due 

to the close similarities between the development processes of the two concepts, it can be argued 

that Reverse Innovation can be seen as a market strategy based on the application of Frugal 

Innovation concept in developed countries, as well as in developing ones, resulting in a fast growth 

and value creation (Zeschy, Widenmayer & Gassmann, 2014; Simula, Hossain & Halme, 2015). 

This statement can be enforced by considering that the examples proposed by the literature 

regarding Reverse and Frugal Innovation are frequently overlapping. For this reason, case studies 

regarding General Electrics, M-Pesa, Logitech, Philips Mettler Toledo, etc. are referred to as 

Reverse or Frugal Innovation depending on the topic covered by the authors (Immelt, Govindarajan 

& Trimble, 2009; The Economist, 2010; Zeschy, Widenmayer & Gassmann, 2011; Govindarajan & 

Trimble, 2012; Radjou & Prabhu, 2013; Zeschy, Widenmayer & Gassmann, 2014). It is clear that 

the long list of similarities both in the theoretical and in the empirical concepts cannot be regarded 

as a coincidence and, for these reasons, it is only possible to embrace the idea that the two 

definitions are linked one to the other in such a way that it can be argued that Reverse Innovation 

theory is a subset of the framework defined by Frugal Innovation.  

Another concept linked to Frugal Innovation and whose definition must be clarified is Jugaad 

Innovation. Jugaad is a Hindi word that defines an innovative solution or an innovative way to use 

creativity to solve an issue. The use of creativity to spot opportunities even in resource-scarcity 
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frameworks is what Jugaad Innovation is all about. In a Jugaad Innovation context, innovators are 

most likely people living at the Bottom of the Pyramid who manage to overcome the boundaries set 

by the scarcity of resource by using simple tools and their creativity and also by relying on a 

flexible mindset and on a precise philosophy: “do more with less” (Radjou, Prabhu & Ahuja, 2012). 

In their book “Jugaad Innovation” authors Rajou, Prabhu and Ahuja (2012) define Jugaad 

Innovation as “the art of overcoming harsh constraints by improvising an effective solution using 

limited resources” and frequently underline the importance of creativity in developing solutions 

within an environment that clearly lacks financial, human and raw material resources. Entrepreneurs 

who want to pursue a Jugaad Innovation approach live in a context characterised by the previously 

listed constraints and do not have the means to change it. What they can do, instead, is trying to 

exploit the few resources they have in order to create a simple product that can address the needs 

and wants of poor and unserved people that represent the Base of the Pyramid (Radjou, Prabhu & 

Ahuja, 2012). Again, Jugaad Innovation represents an attempt to serve low-income groups at the 

Base of the Pyramid and profit from it, which is also the aim that Reverse and Frugal Innovations 

have and try to achieve. In addition to the market targeted, Jugaad, Frugal and Reverse Innovations 

share other characteristics. First of all, they all aim at producing a low-cost solution which still 

conveys acceptable quality standards and which is suitable to meet the market needs and the 

environment conditions in which it has to operate. As a second point, the three approaches all 

advocates that Glocalisation does not represent a valid strategy to be implemented in emerging 

countries, as companies need to necessarily pursue a clean-state approach to innovation in order to 

come up with a product or a service specifically tailored for the emerging market targeted. Jugaad 

Innovation theory can be considered as a subset of Frugal Innovation framework, as it deals with 

developing cheap solutions for Base of the Pyramid markets in a context characterised by resource 

constraints. However, Jugaad Innovation is different with respect to Frugal Innovation in terms of 

the innovation process adopted, which in the former is informal and linked to people’s creativity 

and attitude. Jugaad Innovation also claims that alliances with partners in emerging markets is 

fundamental in order to have access to local information, achieve an inclusive growth and make 

products or services even more relevant in advanced economies (Prabhu & Jain, 2015). This trait of 
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Jugaad Innovation is consistent with the theory presented in the Reverse Innovation framework, 

which also underlines several time the importance of creating a good and reliable network of 

partners in the developing country targeted (Govindarajan & Trimble, 2012). As previously 

mentioned when comparing Reverse and Frugal theories, Radjou, Prabhu and Ahuja (2012) in their 

book also present many of the examples that Govindarajan and Trimble (2012) use to give 

empirical evidence of the validity of the Reverse Innovation model discussed. However, since 

Jugaad Innovation highlights the creativity and the innovative approach of local, resource-

constrained entrepreneurs and do not really emphasize the role of big multinational companies as 

Reverse Innovation does, it might be argued that examples like Tata Motors, PepsiCo and General 

Electrics do not represent the best fit with the theory regarding Jugaad. Since the main characters 

presented in the two theories are different and can rely on a completely diverse set of available 

resources and organisations, it can be argued that Reverse and Jugaad Innovations are two separate 

subsets of the Frugal Innovation framework and also represent two separate approaches to the 

innovation process.  

3.6 Re-framing Reverse Innovation: new perspectives to address theory critiques  

Notwithstanding the relevance of the theory presented and the examples provided, the book by 

Govindarajan and Trimble (2012) “Reverse Innovation: Create far from home, win everywhere” has 

some points that are not properly defined and some parts are a little inaccurate or rely on general 

and imprecise assumptions. In the first part of their book, the authors Govindarajan and Trimble 

circumscribe the differences between developed and developing countries according to five need 

gaps. Even if widening the set of the parameters taken into consideration when discussing possible 

strategies to be pursued is beneficial, it is not possible to argue that emerging and developed 

economies differ only regarding the aforementioned parameters. In addition to this 

oversimplification, the authors also put no emphasis on the differences that companies have to face 

among and within developing countries, assuming that the conditions characterising a single 

country are homogeneous (Schuster, 2014). Since the book does not convey nor consider the idea of 
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heterogeneity of countries, it does not even suggest firms should employ multiple and different 

strategies not only among different developing countries, but also within a single developing reality 

(London & Hart, 2004). A final critique is related to the concept of closing the circle of Reverse 

Innovation, which refers to that part of the theory describing innovations created in and for 

developing countries eventually exported in developed countries where, after some modifications, 

are commercialised and find their markets to serve. The authors clearly state that “Reverse 

Innovation isn’t complete until the circle closes and the product meant for an emerging market finds 

its way back to the developed world” (p. 159). However in the book they are hardly ever able to 

describe which strategies the companies in the examples provided have undertaken in order to 

commercialise most of the innovations taken into consideration. The authors do not quantify, also in 

financial terms, the actual impact of the products and services in the economies where such 

solutions were exported and nearly always leave some doubts regarding the degree of modifications 

that are actually needed in order to make the product or the service appealing for people living in 

more advanced economies. In addition to that, it should be underlined that, even though Reverse 

Innovation was born as a strategic approach opposite to Glocalisation, by simply focusing on the 

exporting of an adapted product or service from an emerging to a developed economy, the concept 

becomes a sort of Reverse Glocalisation. This means that, as it happened in the Glocalisation 

framework, by simply exporting and slightly adapting a product in a developed market, all the 

differences in level of income, quality requirements, cultural habits, etc. are ignored and the risk of 

incurring in homogeneity assumptions is increased (London & Hart, 2004). The case study of 

General Electrics Healthcare and its Mac 400 machine is the only complete success story which 

shows the whole innovation journey and gives proofs of successful results coming from 

implementing a Reverse Innovation strategy. Indeed, Mac 800, an evolution of the innovation 

implemented in India, was sold in the US to rural clinics, visiting nurses and primary-care doctors 



46 
 

(Govindarajan & Trimble, 2012). However, for all the other case studies the authors rarely provide 

relevant quantitative and detailed data and hardly ever present further insights regarding either the 

strategy implemented to export the innovations or the results achieved. For these reasons, according 

to this last part of the theory, it is very difficult to get enough evidence of innovations that can be 

referred to as Reverse.  

This happens because, by limiting the concept of Reverse Innovation just to a market-based 

perspective, the theory regarding Reverse Innovation strictly excludes all the processes before the 

commercialization, in particular, the ideation and development ones, which might also be carried 

out by developing and developed countries together. In order to overcome the aforementioned strict 

boundaries, von Zedtwitz, Corsi, Veng Søberg, and Frega (2015) propose to juxtapose other two 

perspectives in addition to the market-based one: the development-based and the ideation-based 

ones. The former aiming at drawing more attention towards the locus and contributions of the 

innovations in the developing flow and the latter focusing on the transfer of concepts from 

developing to developed countries (von Zedtwitz et al., 2015). Thanks to these newly added 

perspectives, the authors developed a map of global innovation flows based on Vernon’s product 

life-cycle hypothesis (Vernon, 1966) that expands the concept of Reverse Innovation (Appendix 3). 

In this setting, Reverse innovation is described by von Zedtwitz, Corsi, Veng Søberg, and Frega 

(2015) as “any type of global innovation that, at some stage during the innovation process, is 

characterized by a reversal of the flow of innovation from a developing country to an advanced 

country, and that is eventually introduced to an advanced country’s market” (p. 17). In addition to 

expanding the definition and allowing for more flexibility in the recognition of Reverse Innovation, 

two more qualitative differences are added to provide the means for further analysis. Such 

differences refer to Reverse Innovation in strong sense or weak sense, depending on whether there 

are at least two of the key innovation phases undertaken in an emerging economy or just one, 
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respectively (von Zedtwitz et al., 2015). By tracing the possible paths that an innovation can go 

through, a great number of innovations that can be regarded as Reverse are recognised and allow for 

a wider view of the concept that not only includes a focus on the market, but also on the previous 

steps that are present, namely the ideation and the development processes (von Zedtwitz et al., 

2015). Thanks to the authors’ contribution, it is possible to better respond to the homogeneity 

critique, as a reversal of the flow might be helpful in taking into consideration the differences 

between developing and developed countries even before the commercialisation and the exporting 

of the product or the service. This affects the whole development process and not resulting in an 

adaptation of the product just at the exporting phase. In addition to that, by expanding the view to 

include other dimensions in addition to the market one, it might also be easier to get more data 

regarding the different processes and to quantify the success of a Reverse Innovation defined in this 

sense.  

Building on the new perspective developed by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015), 

in the next chapter a case study is presented supporting the idea of Reverse Innovation as a global 

innovation that, during the process, has a reversal of the flow of innovation from an emerging to an 

advanced economy. In particular, by focusing on YaaS, an open micro-service platform developed 

by SAP Hybris, it is possible to prove that SAP is already moving beyond the authors’ new 

definition of Reverse Innovation. Indeed, the company is promoting Reverse Innovation as a global 

innovation that is continuously experiencing, throughout the whole innovation process, several 

reversals of the flow of innovation from an emerging to an advanced economy. 
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Chapter 4: Widening Reverse Innovation boundaries - The case of 

India Consumer Product 

4.1 Case overview 

In this chapter, a case study supporting the new perspective developed by von Zedtwitz, Corsi, 

Veng Søberg, and Frega (2015) is presented. The case proposed deals with a big multinational 

company whose Indian subsidiary has developed an e-commerce platform in order to increase its 

sales in India, and especially in Indian rural areas, while addressing particular infrastructure and 

income peculiarities. The company taken into consideration is one of the leaders in the consumer 

product industry and has been operating worldwide for many years because of its 

internationalisation strategy. Due to a high level of confidentiality, the name of the company cannot 

be provided, thus, such a company and its Indian subsidiary will be referred to as Consumer Product 

and India Consumer Product, respectively. In order to develop an e-commerce platform tailored to 

meet different market conditions, India Consumer Product relied on SAP Hybris YaaS, a 

development environment and commercialisation framework for micro-services that was developed 

by SAP Hybris. The aim of this e-commerce strategy was both to allow Consumer Product to sell 

its products even in remote rural villages and to tailor different market strategies according to the 

data collected from the platform. Thanks to the example provided in this chapter, it is possible to 

prove two main points. The first is focused on the idea that, while developing its e-commerce 

platform, India Consumer Product has performed Reverse Innovation as, throughout the innovation 

process it undertook to develop its e-commerce platform, it experienced a continuous reversal of 

information and knowledge throughout the whole innovation process and it benefited from such a 

reversal. The second point deals with the importance SAP Hybris YaaS has had throughout the 

innovation process as an enabler of Reverse Innovation. Indeed, the business service platform has 

provided India Consumer Products with the tools to perform a continuous exchange of information 

and knowledge between people from both developing and developed countries who were in charge 

of building the e-commerce site required. In order to clarify even more the relations among the 
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different characters that will be presented in this chapter, a scheme including also the final users of 

the e-commerce platform is proposed in Appendix 4.  

4.2 SAP Hybris YaaS 

In order to understand in which ways SAP Hybris YaaS can be seen as an enabler and a facilitator 

of Reverse Innovation, it is important to state the reasons why such a platform was developed and 

describe its functions. In today’s world, the rules of engagement of the customer have dramatically 

changed and customers are in control as they have access to an infinite amount of data, which allow 

them to make informed choices and smart purchases and transactions (“SAP completes 

acquisition”, n.d.). In this framework, modern businesses need systems that can predict customers’ 

intentions and adapt to them in real time. Those were the drivers leading global enterprise-software-

provider company SAP to address this new challenge by investing in a system delivering a 

contextualised and personalised experience based on information gathered in real time and 

consistent across all channels, thus omnichannel.  

For these reasons, in 2013 SAP decided to undertake the acquisition of Hybris, a leader in 

commerce technology, in order to get access to a digitally transformed way of doing commerce and 

customer engagement and also to support the businesses in delivering relevant experiences for 

customers through all the digitally-enabled interactions (“SAP completes acquisition”, n.d.). SAP 

Hybris is, thus, in charge of exploiting mobile, cloud and big data innovations in order to drive 

forward the new, modern and agile commerce platform and it operates as an independent business 

unit serving both SAP and non-SAP customers (“SAP completes acquisition”, n.d.). Among the 

solutions offered in the SAP Hybris portfolio, YaaS is a development environment and 

commercialisation framework for micro-services. It is a new product and a next-generation 

enterprise-software-development open platform and is part of a category of solutions called 

“business platform as a service”, or simply bPaaS. The acronym of YaaS stands for SAP Hybris as 

a Service at Hana Cloud Platform and the aim of the platform is to create an evolving ecosystem for 

developers to develop their own solutions, services and innovations and for business to buy them 

(C. Schoenauer, personal communication, March 30, 2016). Business platform as a service (bPaaS) 
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is a recognised class of cloud services that extends a Platform as a Service (PaaS) to make it easier 

to develop business applications that are delivered as services (SaaS). For these reasons, bPaas 

facilitates the creation and integration of reusable components that can be combined to execute 

distributed business processes. Indeed, developers can use these components to deliver and sell their 

own business applications (A. Amerise, personal communication, February 20, 2016). SAP Hybris 

Yaas offers the ability to extend the business processes of the clients with new business services, to 

create new apps, as well as to accelerate their digital transformation. Yaas has several benefits 

linked to the business model it proposes. First, it helps solution providers to become software 

vendors, so they can significantly increase the number of projects they are delivering. As a second 

point, YaaS supports the creation of an active and productive community of developers, start-ups, 

Independent Software Vendors, and Solution Providers that can either build their own offerings or 

improve existing ones in order to monetise their services - even very small ones, hence micro – 

easily and very fast. In addition to that, YaaS can be referred to as a means to help future 

transformation of how users develop software, as well as a tool to get access to a SaaS market and 

unlock its potential (A. Amerise, personal communication, February 20, 2016). YaaS concept was 

born and developed in 2015 by SAP Hybris. The platform does not rely on any previously existing 

technology, thus, it was developed completely from scratches in order to respond to the new trends 

observed by SAP in the e-commerce and service industries (C. Schoenauer, personal 

communication, March 30, 2016). In particular, by deciding to invest in an open platform with very 

low entry barriers, SAP Hybris aimed both at stimulating the market demand and at exploiting the 

scalability of the cloud, as well as of the service. YaaS also allows to model the competition within 

an ecosystem of partners that can develop their own innovations and solutions and, for this reason, 

forces also SAP Hybris, and SAP as a whole, to always be as agile as possible in delivering new 

solutions and to promote flexibility in the company’s structure and a flexible way of thinking 

among the company’s employees (C. Schoenauer, personal communication, March 30, 2016). By 

allowing platform business users to get access to a wide variety of small services and to combine 

them together according to different needs and preferences, monolithic and expensive solutions are 

left behind in favour of smaller and more flexible applications. In addition to the previously 
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mentioned characteristics, it is important to notice that YaaS is also a new way to generate revenues 

for SAP from the applications developed and available on the platform and from the subscription 

fees paid by businesses. It also does not represent a threat in terms of cannibalization of current 

service solutions, as it is commercialised as an extension of the applications included within the 

main SAP Hybris Suite (C. Schoenauer, personal communication, March 30, 2016). Resourcing, 

development, sales and distribution all come together on one system, deeply interrelated with each 

other to radically reduce time to market and innovation. Another very important aspect promoted by 

YaaS is the importance of investing in a community. Indeed, developers do not develop software in 

silos anymore, but they rather working in an open community with people joining from all over the 

world and where knowledge sharing and knowledge creation processes are simplified and 

encouraged (C. Schoenauer, personal communication, March 30). Considering that interactions 

between people from different countries, both developed and developing, are most likely and that 

the teams that are formed within the community can include people from anywhere in the world, it 

can be stated that SAP Hybris YaaS enables the exchange of innovations in terms of services and 

solutions among businesses, developers or teams of developers and consumers worldwide. Overall, 

SAP Hybris YaaS provides several benefits to both developers and businesses. Regarding the 

former, single developers or teams from all over the world are able to build their own cloud-based 

app in whichever programming language they might prefer, thus completely autonomously and with 

a very high degree of flexibility. In addition to that, developers are also able to benefit from 

collaborating with other enterprise developers that join the YaaS community and they can also 

make money and profit from selling their services and modules directly to the business users 

interested in acquiring such offer (C. Schoenauer, personal communication, March 30, 2016). On 

the other hand, by using YaaS, businesses get access to a micro-service market place, where they 

can either find all the services they needed in order to build their own service suite or ask their own 

developers or third party’s ones to develop a service specifically tailored to meet their needs (C. 

Schoenauer, personal communication, March 30, 2016). 
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YaaS was developed within SAP Hybris’s Product Innovation department by diverse development 

teams, each composed of ten people and including a product management and developers coming 

from different countries, such as Poland, Germany, Canada and China (C. Schoenauer, personal 

communication, March 30, 2016). The platform was developed using the SCRUM methodology, 

which was implemented in order to grant a fast delivery and to see tangible results and 

improvements every two weeks, as well as to enable a better time management and a greater degree 

of flexibility with respect to the changes observed in the market. Indeed, if any new market trend 

had emerged, they would have been able to detect it quite easily and make the necessary changes 

within the development schedule of the platform (C. Schoenauer, personal communication, March 

30, 2016). The fact that in order to develop SAP Hybris YaaS a separate unit was created and new 

developers were involved, highlights the fact that SAP wanted the platform to have particular 

relevance in the strategy and also that YaaS represents a new market and growth opportunity that 

SAP wants to exploit as fast as possible. In order to draw the attention of the Top Management 

Team towards the new concept, people responsible for YaaS acted as if they were founding their 

own company and, for this reason, they spent a lot of time working to properly define a suited 

Business Model and a strong value proposition (S. Schmidt, personal communication, April 12, 

2016). Since SAP is a global company, SAP Hybris YaaS platform is available worldwide, so its 

functions can also be exploited in developing countries such as India, China and Brazil. Especially 

considering the emerging economies in the Asian market, the platform has a great impact on the 

way companies do business, as, considering the great cultural distance and the cultural differences 

that exist between developed countries, such as European ones and the U.S., and developing ones, 

YaaS allows to build through micro-services a business’s own package of services specifically 

gathered together to serve the profoundly different market requirements that companies have to face 

(C. Schoenauer, personal communication, March 30, 2016).  Modularity of such a solution really 

enables companies to become more innovative, agile and creative when addressing different 

markets as the platform provides them with potentially infinite choices and enables them either to 

develop their own solution faster or to own the license to get access to a new micro-service faster 

(C. Schoenauer, personal communication, March 30, 2016). 
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4.3 Sap Hybris YaaS as a Reverse Innovation enabler 

Based on the previous paragraph, it can be argued that SAP Hybris YaaS enables Reverse 

Innovation because it is open and it strongly encourages the use of its internal community. Thanks 

to these traits, it allows for a continuous flow of information and knowledge from people all over 

the world, including also people living in developing countries, who can contribute in all the phases 

described and considered by Zedtwitz, Corsi, Veng Søberg, and Frega (2015) in their article. For 

this reason, it can be stated that during the whole innovation process, thus in the ideation phase, in 

the development phase and in the market phase, the new micro-service innovations might 

experience not just one, but several reversal of the flow of knowledge required to build the software 

from countries all over the world, being them developed or developing. The knowledge sharing 

traits of both the teams and the community and the fact that they are open are not the only reasons 

why YaaS can be regarded to as an enabler of Reverse Innovation. Another aspect that lowers the 

barriers to enter the platform refers to the fact that developers can choose which programming 

language they want to use, as the platform supports all of them in order to allow everyone, not just 

professional developers, to get access, write and sell their own ideas (C. Schoenauer, personal 

communication, March 30, 2016). A further characteristic is that everyone can monetize the micro-

service developed. This means that even people living at the Base of the Pyramid might be 

incentivized to implement their own ideas as they might be able to get profits from them. People 

living at the Base of the Pyramid can really be involved in YaaS as getting access to the platform 

and writing a micro-service does require technology, but very simple one. Indeed, a very basic 

internet connection and a device such as a computer or a smartphone are the principal tools needed 

to deliver a final outcome. Being internet points and smartphone-based services like M-Pesa and 

Yahoo! Weather strongly wide-spread in the market at the Base of the Pyramid in developing 

countries, the requirements stated in the previous points should not represent a barrier preventing 

poor people from getting access to SAP Hybris YaaS. In addition to that, the internet connection 

required to run YaaS does not have to be particularly advanced, which means that the 

infrastructures available in emerging markets should already be enough to sustain the micro-service 

development (C. Schoenauer, personal communication, March 30, 2016). As a final point, since, as 
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previously stated, SAP Hybris YaaS allows companies to build their own packages of micro-

services to target specific market conditions or necessities, then it can be stated that YaaS allows 

companies to consider the heterogeneity of markets when developing tailored packages.  

4.4 India Consumer Product and Reverse Innovation 

A consumer product multinational company with a local business unit and a strong focus in India 

has spotted the opportunity provided by SAP Hybris YaaS and has decided to pursue a strategy 

exploiting the fast exchange of knowledge that takes place in the community and within teams. The 

company’s Indian subsidiary, India Consumer Product, has invested in developing a specific set of 

micro-services in order to be able to offer an e-commerce platform that can be easily managed by 

all the little local shops around India (A. Amerise, personal communication, February 20, 2016). 

This strategy was implemented in order to allow the owners of such shops to sell the company’s 

products, as well as those of competitors, especially in rural areas that are difficult to be reached 

and that rely only on these little markets to get access to the goods needed. Such an e-commerce 

platform is easily accessible with all personal computers and smartphones, also not advanced ones, 

and does not require sophisticated internet infrastructures, as it is very light in terms of data 

consumption (A. Amerise, personal communication, February 20, 2016). Through this platform, 

people living in rural areas are able to see the products sold by the local shops in their own village 

as well as in the villages all around and can make their purchases more easily and fast by simply 

selecting the goods needed and waiting for their basket to be delivered (A. Amerise, personal 

communication, February 20, 2016). The concept developed by the India Consumer Product 

provides benefits both to the company itself and to people living in rural contexts, who often are 

part of the market at the Base of the Pyramid. Indeed, the former, thus India Consumer Product, is 

able to acquire important information regarding the trends in the rural areas of India and is also able 

to adjust prices, offerings and products sold based on such information. By doing so, it has the 

possibility to implement different strategies considering local conditions even in very small and 

isolated realities and villages (A. Amerise, personal communication, February 20, 2016). India 

Consumer Product is also able to improve its offerings and its products by getting a better and more 
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precise understanding of the needs and wants even of people living at the Base of the Pyramid, thus 

profiting even more while delivering products that can improve the quality of life of the people who 

are using them. By selling a locally-produced soap for personal use at a lower price, for example, 

the company allows more people to have access to the good and even produces a positive impact on 

the society as it indirectly helps people and especially children to stay healthy and to prevent 

illnesses. In addition to that, the company is able to adapt its strategy and to respond to different 

challenges that it might face (A. Amerise, personal communication, February 20, 2016). Regarding 

this point, for example, since local owners sell different brands in their shops, it would be a lot 

easier for managers to get information about competitors’ offers, products and prices, and act 

accordingly directly from their own system on SAP Hybris YaaS. As a final point, in addition to 

provide more insights and profits to the company, the platform also benefits the owners of the little 

shops, as it allows them to sell more and in a smarter way (A. Amerise, personal communication, 

February 20, 2016).  

Consistently with the traditional theory about Reverse Innovation (Govindarajan & Trimble, 2012), 

in this case study India Consumer Product has developed its consumer good platform explicitly to 

address a particular market condition in India, namely the fact, known as last-mile problem, that 

most of the rural villages are far away from each other and difficult to be targeted, known and 

served. Indeed, thanks to this new approach, not only is India Consumer Product able to spread its 

products even in remote rural villages, but it can also quickly and effectively keep track of sales, 

profits and competitors. Furthermore, also people living at the Base of the Pyramid can get access to 

the products they need even if they live in isolated places while the company can set prices based on 

the market peculiarities and acquire further information to better set local strategies (A. Amerise, 

personal communication, February 20, 2016). For these reasons, it can be stated that this platform 

takes into account heterogeneity of market conditions (London & Hart, 2004), even when there are 

slight differences. The fact that, in order to function properly, the service created by the platform 

does not require much internet power means that this new service provided takes accurately into 

account the infrastructure gap that exists between developed and developing countries, as well as 
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taking into account the income and the performance gap by considering the differences in prices 

and offers that can be set by India Consumer Product. A further link with the traditional theory 

regarding Reverse Innovation deals with the fact that SAP Hybris YaaS and all the services created 

through it, thus including the e-commerce platform developed by the company taken into 

consideration in this paragraph, are cloud-based. For this reason, it can also be argued that there is 

an attention towards the sustainability gap as, being in-cloud solutions all centralised in data centres 

which optimise their capacity, energy wastes related to, for example, overcapacity are better 

managed and reduced, resulting in an environmental benefit (C. Schoenauer, personal 

communication, March 30, 2016). On the other hand, consistently with the theory regarding 

Reverse Innovation developed by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015), the e-

commerce platform developed by India Consumer Product has experienced several reversal of 

information and knowledge throughout the whole innovation process. Indeed, in the ideation phase, 

Consumer Product has experienced several exchanges of information between its Indian subsidiary 

and its headquarters in developed countries, in order to discuss the viability of the project and to 

define the resources and the time that could be allocated to the idea. A number of meetings with 

Indian NGOs were also scheduled in order to gain an even better view and a more complete set of 

information, and there were diverse exchanges also with the Chinese business unit of the company, 

in order to discuss a possible fit of the idea (A. Amerise, personal communication, February 20, 

2016). Furthermore, since the company relied on a team of international developers found in the 

community in order to write the codes of the micro-services forming the platform, it can be 

undoubtedly stated that there were several reverse of information even in the development phase 

both between the company and the team and among developers themselves, being them from 

different countries and impacting the development of the micro-services in different ways. The 

platform was obviously created for the Indian market, thus for an emerging and developing 

economy; however, Consumer Product might be willing to make further investment in the future in 

order to develop more specific and more advanced micro-services and in order to be able to export 

the technology and the modified e-commerce platform also in other realities both developed and 

developing (A. Amerise, personal communication, February 20, 2016). In the future, this last 
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scenario might represent a further exchange of innovation and information among developing and 

developed countries and might even be consistent with the traditional Reverse Innovation “closing 

the circle” theory (Govindarajan & Trimble, 2012). Considering the fit with the traditional theory, 

and with the theory developed by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015), it can be 

stated that SAP Hybris YaaS is an enabler of Reverse Innovation and that India Consumer Product 

managed to exploit this characteristic in order to pursue a Reverse Innovation strategy.
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Conclusions 

The aim of this thesis is both to try to define similarities and differences among the concepts of 

Reverse, Frugal, Jugaad and Disruptive Innovation and to provide a further development of the 

theory presented by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015) proving it with a case 

study regarding YaaS, a micro-services platform developed by SAP Hybris. Hereby, an overview of 

the master thesis is presented, starting from the summary of the new perspective regarding Reverse 

Innovation presented by von Zedtwitz, Corsi, Veng Søberg, and Frega (2015) and of the case study, 

and including the analysis of the relationships with the previously mentioned theories.  

Among the critiques related to the Reverse Innovation theory, such as the homogeneity one, the one 

related to the concept of “closing the circle” of Reverse Innovation, which refers to 

commercialising the innovation in developed countries, is particularly important. Since 

Govindarajan and Trimble (2012) do not quantify, also in financial terms, the actual profits deriving 

from exporting an innovation from a developing to a developed country, nor give information 

regarding the degree of modifications needed to make such innovation appealing to the new market, 

some doubts regarding the validity of this part of the theory arise. In order to overcome these doubts 

and the strict market-based perspective imposed by the authors, von Zedtwitz, Corsi, Veng Søberg, 

and Frega (2015) propose to juxtapose other two perspectives in addition to the market-based one: 

the development-based and the ideation-based ones. The extension of the dimensions considered 

allows to see Reverse innovation as “any type of global innovation that, at some stage during the 

innovation process, is characterized by a reversal of the flow of innovation from a developing 

country to an advanced country, and that is eventually introduced to an advanced country’s market” 

(von Zedtwitz, Corsi, Veng Søberg, & Frega, 2015, p. 17). Thanks to the authors’ contribution, it is 

possible to better respond to the homogeneity critique, as a reversal of the flow might be helpful in 

taking into consideration the differences between developing and developed countries in all the 

phases of the innovation processes. In addition to that, by expanding the view to include other 

dimensions in addition to the market one, it might also be easier to get more data regarding the 

different processes and to quantify the success of a Reverse Innovation defined in this sense.  
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 The case study proposed in chapter four aims at supporting the idea that Reverse Innovation is a 

global innovation that, during the process, has a reversal of the flow of innovation from an 

emerging to an advanced economy (von Zedtwitz, Corsi, Veng Søberg, & Frega, 2015). In 

particular, by focusing on YaaS, an open micro-service platform developed by SAP Hybris, it is 

possible to prove that SAP is already moving beyond the authors’ new definition of Reverse 

Innovation, as the company allows other businesses to pursue their own Reverse Innovations, 

described as a global innovations that are continuously experiencing, throughout the whole 

innovation process, several reversals of the flow of innovation from an emerging to an advanced 

economy. Considering this framework, it is possible to state that by investing in Hybris YaaS, SAP 

has provided the market with a platform that enables Reverse Innovation, as it encourages and 

facilitates exchanges of information and knowledge in the ideation phase, in the development phase 

and in the market phase. This is proved by the case of India Consumer Product, a company which 

exploited the reversal of the flow of knowledge and information among developers on SAP Hybris 

YaaS to develop an e-commerce platform specifically tailored to the Indian market. In particular, 

thanks to the e-commerce platform, India Consumer Product is able to rely on local shops to sell its 

products even in remote areas and it is also able to define price and product strategies depending on 

market conditions and competitors’ moves in a flexible and fast way. Such an e-commerce platform 

can be defined as a Reverse Innovation developed through SAP Hybris YaaS for one main reason. 

Both in the ideation and in the development phases there were several and frequent reversal in the 

exchanges of information and knowledge among software developers, managers and other 

collaborators coming from all over the world, from developed and from emerging countries. This 

continuous flow is consistent with the broader definition of Reverse Innovation provided by von 

Zedtwitz, Corsi, Veng Søberg, and Frega (2015) and was made possible because of the international 

community and the tools provided by SAP Hybris YaaS. The case as a whole is also interesting 

because it highlights the fact that, in order for an innovation to be successful in a developing 

market, such innovation needs to be tailored not only to the needs and wants of the people, but also 

to the market conditions that surround and, sometimes even determine, the way a business is run. In 

particular, it is important to underline the importance of taking the various constraints into 
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consideration, as they might foster creativity and help building a more suitable and innovative 

solution, which might even deliver a greater efficiency with respect to current existing solutions. 

The theory dealing with Reverse Innovation is based on the recognition of the existence of a market 

mainly formed by poor people who live in very poor conditions and that are ignored and 

underserved by big multinational companies. Prahalad and Hammond (2002) were among the first 

to recognise the untapped potential hidden in the so-called market at the Base of the Pyramid and 

started proposing investing in targeting this particular segment in order to both increase profit and 

improving poor people’s life quality. The authors argue that companies have never considered the 

fact that most of the low-income people or households are often part of a larger community whose 

aggregate purchasing power of a community is not scarce at all. Furthermore, the authors observe 

that poor people living at the Base of the Pyramid usually decide to invest their little money in 

products, like electronic appliances, which can immediately and truly improve the quality of their 

lives, instead of saving for unrealistic future investments. Building on the theory regarding the 

market at the Base of the Pyramid, Reverse Innovation was outlined by Govindarajan & Trimble 

(2012) as a new strategy to be juxtaposed to Glocalisation, since it defines a type of innovation first 

conceived for developing countries and then exported to developed ones. This new theory not only 

considers some important characteristics of developing countries, but it also takes into consideration 

the differences in terms of culture, infrastructures and needs with respect to developed realities such 

as the US or most of the European countries. Reverse Innovation is an important new theory as it 

requires multinational companies to look at developing countries through new perspectives, 

considering different previously ignored paths and realities. It also requires companies to adopt a 

new innovation perspective, since companies need to understand local conditions and unsatisfied 

needs that unequivocally characterise the market companies want to innovate in, as well as the need 

gaps that   make developing economies profoundly different from developed ones. However, in 

order to properly pursue a Reverse Innovation strategy, companies need to reconsider their 

organisational mindset, as well as their organisational structure to be flexible enough to lead the 

change through clean-state innovations and support the new divisions created, called Local Growth 
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Teams. A new Team is required to develop new solutions on a different price-performance curve in 

order for them to be high-tech products with a low cost (Sinha, 2013), without matching existing 

market segments to current products or reduce the price of the technological solution by eliminating 

the features Winter and Govindarajan (2015). To meet such expectations, Local Growth Teams 

(LGT) should benefit from some degree of freedom and independency from the parent company, as 

they are pursuing a specific mission within a particular frame set by a country the parent company 

does not usually do business with. The necessity to adopt a different mindset and a different 

organisational structure must be developed alongside an open attitude of the parent company 

towards the acceptance of some degree of cannibalization of their high-level products. The more 

headquarters are open towards accepting this riskier strategy without being too afraid of possible 

consequences, the more likely they are to actually succeed in implementing a Reverse Innovation 

strategy and profit from it (Zeschky, Widenmaye & Gassmann, 2014). 

An attempt was also made to clarify the relationships between some of the new definitions of 

innovations that have emerged linked to the concept of Base of the Pyramid. The first point 

discussed was the link between Disruptive Innovation and Reverse Innovation. Since Reverse 

Innovation is targeting both a new market in developing countries and a low-end market in 

developed one, it is interesting to understand whether an innovation named as Reverse can also be 

Disruptive. The connection between a Reverse and a Disruptive innovation is proposed by the case 

studies written by Hang, Chen and Subramian (2010) and is strengthen by Corsi and Di Minin 

(2014), who further develop the topic by claiming that Reverse Innovation can only potentially be 

seen as a subset of Disruptive Innovation from emerging economies when it addresses the same 

income gap. However, since a Reverse Innovation can be defined as a subset of the Disruptive 

theoretical model, it is important to define which type of Disruptive Innovation, low-end disruptive 

or new-market disruptive, it is better to refer to. Considering that the type of disruption that 

characterise emerging and developed markets is different ex ante and ex post, it is possible to argue 

that Reverse Innovation is new-market disruptive, thus targeting non-consumption, for emerging 

economies and, at the same time, low-end disruptive for developed ones, thus accounting for a 
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dually disruptive potential and a dual perspective depending on the previously mentioned 

geographical dimension (Radojević, 2014). The second point proposed focused on clarifying the 

terms Frugal, Jugaad and Reverse Innovations, which share very similar traits and might be easily 

confused one for the other. The term Frugal Innovation as presented by The Economist (2010) 

results from an environment characterised by scarcity of resources (Radjou & Prabhu, 2013), the 

related costs are lower with respect to the one of existing solutions (Zeschy, Widenmayer & 

Gassmann, 2011) and can address needs and wants of poor people at the Base of the Pyramid (Rao, 

2014). In line with the theories about Reverse Innovation, companies need to invest in enabling the 

development of Frugal Innovations and they also need to properly re-think their Business Model 

with a local mindset. Considering the aspects of cost reduction strategies and Local Growth Teams 

that also characterise Frugal Innovations it can be argued that Reverse Innovation can be seen as a 

market strategy based on the application of Frugal Innovation concept in developed countries, as 

well as in developing ones, resulting in a fast growth and value creation (Zeschy, Widenmayer & 

Gassmann, 2014; Simula, Hossain & Halme, 2015). Jugaad Innovation, on the other hand, deals 

with the use of creativity to spot opportunities even in resource-scarcity frameworks. In this context, 

innovators are most likely people living at the Bottom of the Pyramid who manage to overcome the 

boundaries set by the scarcity of resource by using simple tools and their creativity and also by 

relying on a flexible mindset and on a precise philosophy: “do more with less” (Radjou, Prabhu & 

Ahuja, 2012). Jugaad, Frugal and Reverse Innovations share the same target market, they all aim at 

producing a low-cost but good-quality solution and they all need a clean-state approach to 

innovation. Jugaad Innovation theory can be considered as a subset of Frugal Innovation framework 

characterised by an innovation process that is informal and linked to people’s creativity and 

attitude. However, since Jugaad Innovation theory does not emphasize the role of big multinational 

companies in the innovation process as Reverse Innovation does, it can be argued that Reverse and 

Jugaad Innovations are two separate subsets of the Frugal Innovation framework and also represent 

two separate approaches to the innovation process.  
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In sum, companies, especially those that are willing to pursue an internationalisation strategy or 

have already done it, should start becoming more and more aware of the importance of targeting 

needs and wants of developing markets specifically, going beyond traditional Glocalisation 

strategies and focusing on new value propositions coming from low-cost, clean-state innovations. 
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Appendices 

Appendix 1 – Interviews’ questions 

Part 1 - Regarding YaaS: 

 How was the YaaS concept developed? 

 In which sense YaaS is a next-generation platform? 

 Why did you decide to invest in developing this platform? 

 What are the pros and cons of investing in an open platform? 

 Which sources did you rely on to develop it? 

 Which units were involved in the development process? 

 Why did you decide to involve such units? 

 How did you manage to draw the attention of top managers to the topic? 

 Did you make any organizational change in order to be able to develop the innovation? 

 How is your team structured? 

 Why did you decide to make the platform available worldwide? 

 Is there any particular market segment you would like to target? 

 Why did you decide to open up first to the US, then to Europe and only finally to Asia?  

 How do you expect that YaaS is going to be beneficial for emerging economies? 

 Why you believe that emerging economies will embrace this new concept? 

 Which benefits are there for companies that use YaaS? 

 What are the pros and cons of using YaaS? 

 Do you already have some projects going on with YaaS in a developing country? 
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Part 2 - Regarding the projects: 

 Was the company forced to undertake any organizational change in order to fully benefit 

from YaaS? 

 How is the company benefiting from YaaS in such a developing country? 

 How are poor people benefiting from the innovation developed by the company? 

 Do you think the ecommerce platform is improving the quality of life of people in 

developing countries? How? 

 Do you think that the company takes into consideration the different availability of 

advanced infrastructures in developing countries? How? 

 Did you have to adapt YaaS to any particular regulation present in developing countries? 

 Do you think that the company takes into consideration the preferences and cultural 

differences within and among different countries? How?  

 Would you consider YaaS and the innovation it enabled as innovations that support 

sustainable business model? 

 Do you think that the business model that companies develop in order to properly exploit 

YaaS can be exported and used in a developed country? 

 What are the consequences of enabling customers to develop their own solutions? 

 Do you think that solutions developed in emerging countries can also be useful for 

developed ones? 

 Do you think that YaaS enables the transfer of knowledge between developed and 

developing countries? Why? 
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Appendix 2 – The three dimensions of Disruptive Innovation (Christensen & Raynor, 2003) 

 

Appendix 3 – Map of Global Innovation Flows by von Zedtwitz et al. (2015) 
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Appendix 4 – Graphical overview of the case study 
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