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Abstract:

Reverse innovation is also called as trickle up innovations
wherein inventions first happens or seen in developing
countries and subsequently adopted by developed coun-
tries. The term reverse innovation is a buzz word in the
modern competitive and knowledge oriented economies
of the world. Our own TATA group of company innova-
tions like NANO, For instance Tata introduced the Tata
Nano for the price conscious consumer in India in 2009
and now Tata plans to launch Tata Nano in Europe and
U.S, subsequently the FMCG products Kurkure and oth-
ers, generating power through rice husk is few examples
of reverse innovation. In India the opportunities for in-
novations and creativity is used and limitless. The indig-
enous technology and innovations received global accep-
tances. The least cost innovations have profound effect on
business, economy and society at large. Our own Indian
Prof.Vijay Govindarajan (Dart mouth University) coined
the term and developed the concept worldwide. The re-
verse innovation is selling fast to the developed countries
from developing countries. This process has produced
several benefits for both developing countries as well as
developed countries in terms of variety of goods at cheap-
er prices, rise in employment opportunities, technology
advancement etc. The present paper traverses through the
leading case studies and examples of reverse innovation
of India and other developing countries. This paper will
go a long way in enlightening the readers all about reverse
innovations business models for excellence in the world
trade era.
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Introduction:

Innovation is a key phenomenon in business world which
is supposed to be therighteous of developed countries be-
cause of their ability to undertake intensiveresearch and
development work.
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Cameras, phones, computers etc. all are originated in-
developed countries and later on flowed to developing
countries as per theirrequirement and affordability. But,
in present era, innovations are gradually takingplace in
emerging countries and then replicated in developed
countries as per theirdemands. This is termed as reverse
innovation. The concept is coined by Vijay Govindarajan
and Chris trimble a world expert on strategy and inno-
vation, Jeffrey Immelt in 2009. Themajor drivers of this
reverse flow of innovations from developing countries
todeveloped countries are fast pace of internationalization
in the world economy,slowing down of rich countries and
rising level of income and growth in emergingcountries.
Because of these factors foreign MNCs prefer to develop
the products as perthe huge demand of emerging econo-
mies and even undertaking the research anddevelopment
activities in these countries. This enables them to take the
advantage oflow cost and huge pool of human and natural
resources of these economies. IndianMNCs also, to take
the advantage of internationalization making efforts to
redesign theproducts according to the requirements and
conditions of the developed economies.This process has
produced several benefits for both developing countries
as well as

Developed countries in terms of variety of goods at
cheaper prices, rise in employmentopportunities, tech-
nology advancement etc. In this way Reverse Innovation
has gradually revolutionized the production pattern, con-
sumption trends across the world.India has also experi-
enced the same benefits when its Indian MNEs adopted
theReverse Innovation strategies as per the requirement
of the different developedcountries.At this backdrop, the
study aims to explore the gains of reverse innovation-
strategies in India. For this purpose, different case stud-
ies of few successful companieshave been undertaken to
explain the benefits reaped by these companies in terms
oftheir increased revenues, share and positioning across
the World.A reverse innovation is any innovation likely to
be adopted first in thedeveloping world.
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For example, companies develop products incountries
such as China and India, and then distribute them glob-
ally. Globalization strategies assume that innovation has
already occurred,and that developing nations are in a slow
and evolutionary process ofcatching up with the rest of
the richer world. They will import what the richer world
develops as soon as they can afford to do so. Globaliza-
tion is the process that companies use to export modified-
versions of global products originally developed for rich-
worldconsumers.Examples of Reverse Innovation:Tata
Motors — Tata Nano , GE — GE MAC 800, Procter and
Gamble (P&G) — Vicks Honey Cough — Honey-based
cold remedy, Nestle — Low-cost, low-fat dried noodles,
Hewlett-Packard (HP) — Research Labs in India, Godrej —
Chotukool Refrigerator, Tata — Swacch — World’s cheap-
est water purifier, Pepsico — Kurkure and Aliva.

Traditional path

Developing
country innovation

STRATEGIC VIEW OF REVERSE
INNOVTION.

Teverse Inmovation: |
1. Al spied kn poor cowsiries i |
2. Trichle up in rich coiniries .

Highlights of Key benefits:

* Better products for consumers and a variety of options to
choose from at reasonable prices

* Companies investing higher amounts in building the
sustainable technological infrastructure that would facili-
tate advanced engineering. It would thus further stimulate
industrialisation

* Rise in the demand for engineers

Reverse Innovation would definitely reform, and revolu-
tionise industry standards, market imperatives, and global
expansion and success strategy perspectives for the Mul-
tinationals who constantly require to keep exploring vari-
ous distinctive ways and means to become resilient in the
perilous market conditions.
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How would Reverse Innovation benefit In-
dia:

Primarily Reverse Innovation would lead to further boom
in industrialisation. As more and more Multinationals
adopt and opt to produce and/or invent new products in
India for local as well as western markets, the Indian
economy would witness an increase in FDIs and also the
Indigenous Multinationals would instinctively raise their
investments to build advanced R&D facilities that would
inspire cutting edge innovation and engineering. It also
means the engineers would experience higher employ-
ment opportunities, and the consumer market would prof-
it from better products developed to cater to their needs
at reasonable prices.Besides OEMs, Reverse Innovation
would also lead to the overall development of the entire
eco-system comprising of Tier I and II suppliers, tech-
nology vendors, educational institutions which support,
fortify and facilitate this unprecedented growth through
concurrent engineering, providing smart and agile engi-
neering and production solutions to complex challenges,
and development of resources.

Reverse innovation is bringing the countries and global
markets further closer by fading the global borders to
make “one world, one market” phenomenon a more real-
ity. Reverse innovation would provide further impetus to
the globalisation while increasing the influence of cross
economic dependency and making cross border produc-
tion and marketing viability plausible and effective.

Aims and objectives:

1.To understand nuances of reverse innovation.

2.To assess the benefits of reverse innovation with the
help of case studies.

3.To find the gaps that distinguishes emerging-market
needs from familiar rich-world needs.

Review of literature:

Role of Reverse Innovation in Business: A Case of Few
Companies Sonia Lohial and RashmiTaneja- Multina-
tionals innovated in rich countries and sold those products
inpoor countries. Reverse innovation is doing just the op-
posite. It isabout innovating in poor countries and bring-
ing those products to richcountries. In this way Reverse
Innovation hasgradually revolutionised the production
pattern, consumption trendsacross the world.
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India has also experienced the same benefits when itsIn-
dian MNEs adopted the Reverse Innovation strategies as
per therequirement of the different developed countries.
From Cost to Frugal And Reverse Innovation: Marco B.
Zeschky, Stephan Winterhalter, and Oliver Gassmann
(2014):Product and service innovations aimed at re-
source-constrained customers in emerging markets have
recently attracted much research and management atten-
tion. Despite the prominence of this topic, however, there
are some misconceptions around the different innovation
types in this domain that may limit managers’ ability to
derive informed implications for strategy and operations.
This article analyzes the different types of resource-
constrained innovation—cost, good-enough, frugal, and
reverse innovation—conceptualizes the distinctions be-
tween them, and discusses the implications for strategy
providing a framework for managers to systematically
analyze their own approaches to resource-constrained in-
novation and craft proper development processes.

IIT Bombay-Historically, multinationals innovated in rich
countries and sold those products in poor countries. Re-
verse innovation is doing exactly the opposite. It is about
innovating in poor countriesand selling those products
in rich countries. Since two-thirds of world’s growth in
GDP is likely comefrom poor countries, reverse innova-
tion is an important phenomenon. Reverse innovation is
also asignificant learning opportunity for students in engi-
neering.Engineering graduates are good at solving prob-
lems. Once given a problem, they tackle it rigorously.But
what if these individuals weren’t handed problems and
instead sought them out? Engineers havean opportunity
to reframe the problem space and identify a whole new
set of problems if they askthis question: How do we en-
gineer and design products to solve the world’s toughest
challenges.

Scope:

This is the reverse innovation study and limited to only
Indian companies’ product. This study is carried out to
understand the benefits of reverse innovation and also to
find the gap that distinguishes emerging-market needs
from familiar rich-world needs.

Methodology:

From the literature review it is very clear that very little
research has been done in India. This paper is conceptual
in nature and the data was collected with the help
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of secondary sources i.e., Books, Case studies, Research
Articles, Journals, Newspapers, Internet and Magazines.
Finally we have analyzed Reverse innovations and para-
digm shifts in business excellence.

Results and Analysis:

The American Multinational Approach to Emerging Mar-
kets (EM) The globalization journey of American multi-
nationals has followed an evolutionary process which can
be seen in distinctphases.

THE AMERICAN MULTINATIONAL APPROACH TO EMERGING MARKETS(EM)

GLOBALIZATION/GLOCALIZATION

~ e =~ s =~

REVERSE INMOVATION

U.S. products. W.S. product Local Design, made in Local design, made in
defeatured, made in defeatured, made in EM for EM EM for the world
WS, for EM EM for EM
Phase 1 — Globalization —Multinationals built un-

precedented economies of scale by selling products and
services to markets all around the world. Innovation hap-
pened at home, and then the new offerings were distrib-
uted everywhere.

Phase 2 — Globalization — In this phase, multina-
tionals recognized that while Phases 1 had minimized
costs, theyweren’t as competitive in local markets as they
needed to be. Therefore, they focused on winning mar-
ket share byadapting global offerings to meet local needs.
Innovation still originated with home-country needs, but
products andservices were later modified to win in each
market. To meet the budgets of customers in poor coun-
tries, they sometimesde-featured existing products.

Phase 3 —Local Innovation — In this phase, the first
half of the reverse innovation process, multinationals are
focusingon developing products “in-country, for coun-
try.” They are taking a “market-back™ perspective. That
is, they are startingwith a zero-based assessment of cus-
tomer’s needs, rather than assuming that they will only
make alterations to theproducts they already have. As
teams develop products for the local market, the company
enables them to remainconnected to, and to benefit from,
global resource base.

Phase 4 — Reverse Innovation — If Phase 3 is “in
country, for country,” Phase 4 is “in country,
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for the world.”Multinationals complete the reverse in-
novation process by taking the innovations originally
chartered for poor countries,adapting them, and scaling
them up for worldwide use.Dominant LogicEvery orga-
nization that has enjoyed great success is sustained and
endangered by what it has learned in the past.Reverse in-
novation requires that you set aside the logic of the past. If
you fail to do so, you will not have the humilitynecessary
to admit you still have much to learn.“Reverse innova-
tion begins not with inventing, but with forgetting....You
must let go of the dominant logic that hasserved you well
in rich countries....In fact, it’s best to assume that you’ve
just landed on Mars”

Benefits of Reverse Innovation:

| '"'""'"'": - g
- 7

1.Reverse Innovation would lead to further boom in in-
dustrialisation. As moreand more Multinationals adopt
and opt to produce and/or invent new productsin India
for local as well as western markets, the Indian economy
wouldwitness an increase in FDIs and also the Indige-
nous Multinationals wouldinstinctively raise their invest-
ments to build advanced R&D facilities thatwould inspire
cutting edge innovation and engineering. It also means
theengineers would experience higher employment op-
portunities, and theconsumer market would profit from
better products developed to cater to theirneeds at reason-
able prices.

2.Reverse Innovation would lead to the overall develop-
ment of the entire ecosystemcomprising of Tier I and II
suppliers, technology vendors, educationalinstitutions
which support, fortify and facilitate this unparalleled
growththrough concurrent engineering, providing smart
and agile engineering andproduction solutions to com-
plex challenges, and development of resources.

3.Reverse innovation is bringing the countries and global
markets closer byFading the global borders to make “one
world, one market” phenomenon amore reality.
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Reverse innovation would provide further impetus to the
globalisation while increasing the influence of cross eco-
nomic dependency andmaking cross border production
and marketing viability plausible and effective.

4.Better products for consumers and a variety of options
to choose from atreasonable prices.

5.Companies investing higher amounts in building the
sustainable technologicalinfrastructure that would facili-
tate advanced engineering. It would thus furtherstimulate
industrialization the benefit of reverse innovations can
be assessed with the help of few successfulinnovation
in emerging economies and their adoption in developed
countries at thelater stage.

Gaps that distinguish emerging-market needs from famil-
iar rich-world needs.

Differences in product needs at emerging market vs
rich countries are driven by 5 gaps

5 substantial needs gaps on poor vs rich countries
Performance gaps = ultra low cost + descent
performance
Infrastructure gaps = &
portability, electricity, network

% Sustainability gaps = green consumptions ] A

gulatory gaps = incomplete in EM, sometimes | - 3—
make it more favorable for innovations -]

Preferences gaps = need adapt to local tastes / =
preferences @

*Performance Gap

Simply put, with fewer dollars in hand, buyers in the de-
veloping world are willing to accept lower performance.
Thissounds simple enough, but it is not as straightforward
as it at first appears.Consider a typical “good-better-best”
rich-world product line. When global corporations head-
quartered in the rich worldexport to the developing world,
the tendency is to focus just on the “good” offering, or
perhaps even to water down the“good” offering a little
bit further, from “good” to “fair,” to achieve the lowest
possible price point.This seems sensible enough on the
surface. The problem is that a modest price cut — say,
10 percent — is not nearlyenough to make a difference
to mainstream customers in the developing world, who
may have only one-tenth the incomeof buyers in the rich
world.Such low incomes,
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however, do not mean that developing world customers
do not need innovative products. Indeed,what they need
is radically reinvented designs that deliver at least decent
performance at an ultra-low price. But there isno way to
deliver 50 percent performance at a 15 percent price by
diluting existing offerings. The only way to get there isto
start from scratch, considering entirely new technologies.

eInfrastructure Gap

In the rich world, most every citizen has access to mod-
ern transportation, communication, and energy systems,
plusschools, hospitals, banks, courts, and more. In the de-
veloping world, most infrastructure is mostly still under
construction. This does not mean, however, that develop-
ing nations can only gradually catch up. Precisely because
they are buildingfrom scratch, they can invest in the most
modern technologies. Meanwhile, the rich world will
only invest as existinginfrastructure reaches replacement
age, and, even then, will be constrained by the necessity
to make any new systemscompatible with what already
exists. As a result, developing nations are hot, new con-
struction markets, while rich nationsare tepid maintain,
repair, and replace markets.The infrastructure gap, how-
ever, affects much more than infrastructure products and
services. It affects any offering thatrelies on infrastructure
— anything that plugs in, connects to a network, or moves
from place to place, and more.Rich world offerings are
designed with the implicit assumption that they will be
consumed by those with access to richworldinfrastructure.
Logitech’s mouse was designed for use in the office, not
in the living room, because people in therich world still
largely “consume” video entertainment via cable or satel-
lite, with no mouse in sight.Such offerings do not export
well, so an innovation strategy is a must. New offerings
must be designed with thedeveloping world infrastructure
in mind. In major cities, this may mean an enviable, next-
generation infrastructure. In ruralareas, it may mean no
infrastructure at all. When GE designed an ultra-low-cost
portable EKG machine for rural India, forexample, one of
the top considerations was long battery life.

*Sustainability Gap

Worldwide, as the economy grows, the conflicts between
economic vitality and environmental sustainability are
likely tobecome more severe. That said, the pressures will
not rise uniformly. In many cases, the intensity of sustain-
ability issuesare highest in the developing world. Win-
ning in emerging markets requires recognition of these
differences. In certain cities in China, for example, air
pollutionproblems are extreme.

Volume No: 3 (2016), Issue No: 6 (June)

As such, it is hardly a surprise that China is poised to take
the lead in electric cars.

*Regulatory Gap

When regulations function appropriately, they eliminate
business behavior that is at odds with societal good. They
keepconsumers safe and markets fair. That said, when
regulations become too complex, captured by vested in-
terests, ortechnologically out-of-date, they can become
needless barriers to innovation. Regulatory systems in
the rich world are theresult of decades of development
while those in the developing world may be incomplete.
Whether this is good or bad from asocietal perspective
is well beyond the scope of this paper, but the difference
can make the developing world a morefavorable environ-
ment for innovation in certain cases. Products and ser-
vices designed around rich world regulations maybecome
needlessly complex or expensive for developing world
markets.

*PreferencesGap

The world’s great diversity of tastes, preferences, rituals,
and habits adds spice to international travel. It also some-
timesmakes it nearly impossible to achieve full potential
in the emerging economies through a simple strategy of
exporting existingofferings.PepsiCo, for example, is de-
veloping new snack foods, starting with a new base ingre-
dient. Corn is not nearly soubiquitous in India as lentils,
so Pepsi is commercializing lentil-based chips.Because
of these five of enormous needs gaps, the commonplace
strategy of trying to win in the emerging economies by-
making light adaptations of successful rich world offer-
ings is inadequate. Reverse innovation is the antidote, and
reverseinnovation is clean-slate innovation. It starts with
reassessing customer needs from scratch.

Findings

*The company which are in reverse innovations are Tata
Motors — Tata Nano , GE — GE MAC 800, Procter and
Gamble (P&G) — Vicks Honey Cough — Honey-based cold
remedy, Nestle — Low-cost, low-fat dried noodles, Xe-
rox — Innovation Managers, Microsoft — Starter Edition,
Nokia — New business models, Hewlett-Packard (HP) —
Research Labs in India, Godrej — Chotukool Refrigerator,
Tata — Swacch — World’s cheapest water purifier, Pepsico
— Kurkure and Aliva, Bharat Forge — Maintenance Man-
agement Practice, KFC — Taco Bell — Yum! Restaurants,
Husk Power Systems, LG — Low-cost Air Conditioners
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(AC), Renault — Logan, Better Place — Smart Grid of Bat-
tery charging/Swap terminals, GE India — Steam Turbines,
Coca-Cola — eKOCool, Vodafone — Zoozoos, Coca-Cola
— Minute Maid’s Pulpy, Wal-Mart — Small format stores
in Mexico, Levi’s — dENiZEN brand imported to the U.S,
Amazon’s BOLD hiring strategy in India.

*85% of the world’s citizens live in poor countries, these
countries will account for at least 2/3 of world GDP
growth in future decades.

*Better products for consumers and a variety of options to
choose from at reasonable prices

*To capture growth in emerging markets, you must inno-
vate, not simply export.

°[everage opportunities to move emerging-market inno-
vations to other parts of the world: to poor countries, to
marginalize markets in rich countries, and eventually, to
mainstream markets in rich countries.

Conclusion:

According to the leading business strategist, vijaygov-
indarajan, reverse innovationrepresents one of the big-
gest opportunities for corporate growth in America over
thenext several decades. Reverse innovation will trans-
form just about every industry,including energy, health-
care, transportation, housing and consumer products.
Reverseinnovation is about far more than reducing cost
for the sake of poor consumers. “It isabout pushing
the performance paradigm and offering more for less,”
Govindarajanexplained. “As counterintuitive as it may
seem, the quality demanded by poor peopletends to be
higher. But few companies experience this kind of renais-
sance, because reverse innovation— developing ideas in
an emerging marketand coaxing them to flow uphill to
Westernmarkets—poses immense challenges. Itinevita-
bly requires a company to overcomeat least some aspects
of the institutionalizedthinking that guides its actions.
Typicallythat involves major changes: throwingout old
organizational structures to createnew ones from scratch,
revamping productdevelopmentand manufacturing meth-
ods, reorienting the sales force.

Suggestions and Recommendations:

1.Create a reverse innovation mind-set throughout the
corporation.

2.Put the spotlight on emerging markets through the use
of expatriate assignments, immersion experiences, cor-
porate events that are held in emerging markets, creative
board appointments, and highly visible CEO actions.
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3.Government should help and support reverse innova-
tion in the form of providing subsides , incentives etc.,
4.Create separate business scorecards for developing na-
tions with full income statements and an emphasis on
growth metrics.

Direction for the future study:

The current study is based on secondary data and this is
conceptual in nature, same study can be empirical by col-
lecting data through primary source.
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