Jugaad \ju-‘gad\

Hindi word meaning an innovative
fix; an improvised solution born from
ingenuity and cleverness; resource-
ful. Also known as zizhu chuangxin
in China, gambiarra in Brazil, D-1-Y in
the United States, jua kali in Africa,

and systeme D in France.

JUGAAD

INNOUATION

THINK FRUGAL,
BE FLEXIBLE,
GENERATE BREAKTHROUGH GROWTH

+

NAVI RAD)JOU )AIDEEP PRABHU SIMONE AHU)A




Table of Contents
Title Page

Praise for Jugaad Innovation

Copyright

Dedication

Foreword

Chapter One: Jugaad: A Breakthrough
Growth Strategy

Jugaad: The Gutsy Art of Improvising_an
Ingenious Solution

Jugaad in the West
How the West Lost Its Jugaad

Complexity Stretches Western Firms' Ability to
Innovate

Searching_for the Holy Grail of Innovation

The Six Principles of Jugaad—and Their Benefits
to the West

Jugaad: A Complement to Structured Innovation

A Groundswell Jugaad Movement Is Growing_in
the West

Chapter Two: Principle One: Seek
Opportunity in Adversity




A Harsh Environment Nurtures Resilience
Reframing_the Half-Empty Glass as Half Full
Buckle Up, Western Firms: Major Adversity Ahead
Learning_to Capitalize on Adversity

How 3M's Jugaad Spirit Bucked The Recession
Conclusion

Chapter Three: Principle Two: Do More
with Less

Scarcity Is the Mother of Invention

Being Resourceful in a Resource-Scarce
Environment

Helping Customers Get More Value
Welcome to the Age of Austerity

For Most Western Companies, Bigger Is Still
Better

How Western Companies Can Find Abundance in
Scarcity

PepsiCo: A Refreshing Approach to Doing More
with Less

Conclusion

Chapter Four: Principle Three: Think and
Act Flexibly

Jugaad Innovators Adapt to Survive

What Makes Western Firms So Inflexible?

Learn to Improvise

Break Down Organizational Silos to Gain Speed
All the News That's Fit to Digitize




Conclusion

Chapter Five: Principle Four: Keep It
Simple
The Practical Benefits of Simplicity
The Art of Simplicity
The Backlash Against Complexity
“Why Make It Simple When We Can Make It
Complex?”
How to Simplify Your Products—and Your
Organization

How Facebook Is Leading the Low-Tech
Revolution

Conclusion

Chapter Six: Principle Five: Include the
Margin
Inclusion: A Moral Imperative That Makes
Business Sense
Cocreating_Value with the Margin
The Margin Is Becoming_the Majority

Why Western Companies View Marginal Groups
as Unprofitable

Western Companies Will Face Increased
Competition in Core Markets
How to Make Big_Margins by Including the Margin

How Procter & Gamble Includes the Margin
Profitably

Conclusion




Chapter Seven: Principle Six: Follow Your
Heart

Your Heart Knows What Your Mind Doesn't
The Gutsy Art of Acting_on What Feels Right
Keeping_the Fire Alive

The World Is Too Complex for the Mind Alone to
Grasp

Industrial-Era Business Practices Keep Hearts
Locked Out

How Western Firms Can Follow Their Hearts

Apple: A Heartpowered Corporation
Conclusion

Chapter Eight: Integrating Jugaad into Your
Organization:

When Does Jugaad Work Best?

The Hammer Versus the Screwdriver

How GE Successfully Integrates Jugaad and Six
Sigma

Getting_Started with Jugaad

Driving_Jugaad Adoption: The CEQO's Agenda
Conclusion

Chapter Nine: Building Jugaad Nations:

The Ingenuity Economy
Millennials Launch the DIY Revolution in the West

Next-Gen Entrepreneurs Reshape Entire
Industries




Western Governments Are Joining the Jugaad
Bandwagon

Training_Future Jugaad Innovators

The Rise of a Global Community of Jugaad
Innovators

How Companies Can Profit from the Groundswell
Jugaad Movement

A Prosperous World of Jugaad

Notes

Chapter 1
Chapter 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7
Chapter 8
Chapter 9

Acknowledgments

About the Authors

Index

Bring_Jugaad to Your Organization




JUGARD
INNOUATION

THINK FRUGAL,
BE FLEXIBLE,
GENERATE BREAKTHROUGH GROWTH

Navi Radjou Jaideep Prabhu  Simone Ahuja

Foreword by
I\.; 1 '.f..l‘.i‘ ‘f{”_,l'lr iy
CEO Worldwide, Saatchi & Saatchi

. JOSSEY-BASS
A Wiley Imprint
www.josseybass.com






Praise for Jugaad Innovation

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

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

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

—George F. Colony, CEO, Forrester Research

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

provocative and entertaining read for 21St century
business leaders.”

—Carlos Ghosn, CEO, Renault-Nissan



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

—Charlene Li, founder, Altimeter Group; bestselling author,
Open Leadership

“Businesses must move away from the top-down
organizational hierarchies that have defined the past and
transform themselves into social enterprises built on
bottom-up, agile models based on collaboration. Jugaad
Innovation shows how you can enable your entire
ecosystem—employees, customers, and partners—to
make significant contributions and drive hypergrowth. An
important book for anyone who wants to compete in the
future.”

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

“CEOs tend to manage innovation like an orchestra
conductor—with a traditional, hierarchical, and
prescriptive approach. Jugaad Innovation shows how to
innovate like a jazz band—with improvisation, creativity,
and agqility. Both styles are necessary on today's global
stage.”

—Doreen Lorenzo, president, frog

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


http://salesforce.com/

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



Foreword

Ideas and creativity are the heart of my business, so when a
book like Jugaad Innovation comes along, reframing as it
does the language and methodology of innovation, it's time
to get excited. As the authors note, this is a time of
increasing complexity and greater scarcity of resources, of
fractured financial models in the West, and confidently
emergent economic powerhouses in the East and the South.
What is revelatory is that the authors surface a new set of
principles—from emerging markets such as India, Brazil,
China, and Kenya—for breakthrough innovation that we
must take notice of and start adopting if we are to
regenerate growth.

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

This is a radically optimistic book and one that aligns with
several strands of my own academic inquiry and gut
instincts following forty years in business. My mantras
unfold like this: be purpose inspired; change comes from the
edge; devote yourself to world-changing ideas; emotion
leads to action; creativity overcomes scarcity; in tough
times, you need to win ugly. Their principles are parallel: be
heart powered; seek opportunity in adversity; do more with
less; include the margin; remain asset light; the world is too
complex for the mind alone. My touchstone for innovation is



“fail fast, fix fast, learn fast.” Theirs: “fail cheap, fail fast, fail
often.”

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

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

“Scarcity is the mother of invention” say the authors.
Austerity is the new operating system both for many
companies and indeed countries. Frugality is the framework
of managers; re-using and recombining is a way of life for
the characters who populate the pages of Jugaad
Innovation, and it is a practice that we in the wasteful West
need to learn and then get used to. In my business—
communications, marketing, and advertising, aka selling—
the advent of social media has slashed the type of budgets
we were once used so. Creativity is our greatest savior.



Great ideas are budget blind, it's just that we have little
practice of working in this environment. Jugaad lights a
path.

Where Jugaad Innovation really pumps my blood is in its
discussion of “intuiting the latent needs of consumers.”
Steve Jobs had this intuition and designed new products that
people never imagined but are so obvious when they're in
your hands. A classic frugalist, he defined presence as
absence; he took away—the keyboard, the mouse, the
computer box; he reduced and eliminated. My book
Lovemarks: The Future Beyond Brands took the position that
companies, if they were up to it, would be able to place
themselves into the hearts of customers, be invited in, and
be able to clearly answer the killer question that every
customer has: “how will you improve my life?” The chest-
thumping of companies who claim to put customers at the
heart of what they do have the equation back to front. As
the authors state, “your heart knows what your mind
doesn't.” They advocate “following your heart” with
intuition, empathy, and passion; my trifecta is “mystery,
sensuality, and intimacy.”

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

Until this book, the commonest currency | had with India
was cricket. | captained cricket teams through my school



years, beqguiled by the mysteries of the googly (look it up
on, um Google; it's a type of delivery bowled by a right-arm
leg spin bowler) and the blatant power of hitting a six over
square leg. Now | have jugaad, and my relationship with
India and with innovation is reborn.

Kevin Roberts
CEO Worldwide
Saatchi & Saatchi

Grasmere, England
February 2012



Chapter One
Jugaad

A Breakthrough Growth Strategy

We reached Ramakrishna Nagar, a village in the desert of
Gujarat, a state in Western India, after travelling 250 miles
from Ahmedabad, the state's capital. Our team—a Silicon
Valley management consultant, a business school professor
from the University of Cambridge, and the founder of a
Minneapolis advisory boutique and media firm—had set out
a few months earlier on an extensive research and travel
project. Our mission: to discover new approaches to
innovation in emerging markets such as India that could
help Western firms take on the complexity of our tough and
turbulent times.

We came to Gujarat to meet with Professor Anil Gupta at

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

As we left an arrow-straight concrete highway to follow
narrower and increasingly cratered gravel roads, the
temperature rose to a debilitating 120 degrees. Stepping



out of our air-conditioned jeep, we could feel the weight of
the desert's oppressive heat.

Mansukh Prajapati greeted us warmly outside his

workshop.z A potter by trade, Prajapati had for years been
experimenting with clay to produce a variety of durable
goods, many of which were on display in the office outside
his “lab.” We were parched—and grateful when he asked us
if we wanted water. We had run out, and there wasn't any
sign of a store or kiosk nearby to restock. He reached
around to a faucet, handed us cups, and, beaming with
pride, said, “Please, have this cold water—from my fridge.”

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

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

In 2001, an earthquake had devastated Prajapati's village
and the surrounding area. Reading a report of the
devastation in the local newspaper, he noticed a photo



caption: “Poor man's fridge broken!” The photo featured a
smashed earthen pot commonly used by villagers to fetch
water and keep it cool. And though the newspaper had
called it a fridge in jest, it triggered Prajapati's first eureka
moment. Why not use clay, he thought, to make a real
fridge for villagers—one that looks like a typical fridge, but
is more affordable and doesn't need electricity? Over five
hundred million Indians live without reliable electricity,

including most of the people in Prajapati's viIIage.§ The
positive health and lifestyle benefits of owning a fridge in a
desert village where fruit, vegetables, and dairy are
available only intermittently would be tremendous.

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

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

Mitticool was the first product that Prajapati mass-
produced in his factory. He soon built other products from
clay, such as a nonstick frying pan that retains heat longer
than other frying pans and costs a mere US$2. From one



man and one idea has grown a frugal yet fruitful industry,
one that employs large numbers of people in his own
community and serves consumers in India and abroad.
Prajapati's groundbreaking inventions, which deliver more
value at less cost, have earned him accolades from all over
the world—including from the president of India. And Forbes
magazine recently named him among the most influential
rural Indian entrepreneurs, one of few to have made an

impact on the lives of so many.ﬁ

Jugaad: The Gutsy Art of
Improvising an Ingenious
Solution

The Mitticool, an idea born out of adverse circumstances,
shows how a resilient mindset can transform scarcity into
opportunity. Combining limited resources and a never-say-
die attitude, Prajapati tapped into his empathy and passion
for his fellow community members to conjure up an
ingenious solution that improved lives in Gujarat and
beyond. Not only did he produce a cheap and effective
cooling device, but he also created jobs for dozens of
undereducated women. In doing so, Prajapati is both driving
environmental and socioeconomic sustainability in his
community and ensuring the financial sustainability of his
own business. Prajapati embodies the true spirit of jugaad.
Jugaad is a colloquial Hindi word that roughly translates as
“an innovative fix; an improvised solution born from
ingenuity and cleverness.” Jugaad is, quite simply, a unique
way of thinking and acting in response to challenges; it is
the gutsy art of spotting opportunities in the most adverse
circumstances and resourcefully improvising solutions using



simple means. Jugaad is about doing more with less. (We
feature articles and videos on jugaad on our companion
website, Jugaadlnnovation.com.)

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

The word jugaad is also applied to any use of an ingenious
way to “game the system.” For instance, millions of
cellphone wusers in India rely on “missed calls” to
communicate messages to each other using a prearranged
protocol between the caller and receiver: think of this as
free textless text messaging. For example, your carpooling
partner may give you a “missed call” in the morning
indicating he has just left his house and is on his way to pick

you up.5 Hence, the word jugaad carries a slightly negative
connotation for some. But by and large, the entrepreneurial
spirit of jugaad is practiced by millions in India simply to
improvise clever—and completely legitimate—solutions to
everyday problems.

In this book, we delve into the frugal and flexible mindset
of thousands of ingenious entrepreneurs and enterprises
practicing jugaad to creatively address critical
socioeconomic issues in their communities. Jugaad
innovators like Mansukh Prajapati view severe constraints,
such as a lack of electricity, not as a debilitating challenge
but as an opportunity to innovate and overcome these very
constraints.



http://jugaadinnovation.com/

The entrepreneurial spirit of jugaad is not limited to India.
It is widely practiced in other emerging economies such as
China and Brazil, where entrepreneurs are also pursuing
growth in difficult circumstances. Brazilians have their own

word for this approach: gambiarra.§ The Chinese call it zizhu
chuangxin.l The Kenyans refer to it as jua kali8 The French

have a term too—Systeme D.2 Throughout this book we
profile jugaad entrepreneurs from Argentina, Brazil, China,
Costa Rica, India, Kenya, Mexico, the Philippines, and
elsewhere who have created simple yet effective solutions
to address vexing problems that their fellow citizens face.
We hope to shed light on how these jugaad innovators think
and act—and identify the valuable lessons we in the West
can learn from them.

Jugaad in the West

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

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

For instance, in 1831 a self-educated Virginian farmer
named Cyrus McCormick introduced his newly invented
mechanical grain reaper. The reaper promised to free farm
workers from back-breaking labor and address the problem
of scarce food supplies that plagued his community. When
McCormick was born in 1809, over 80 percent of Americans
were dependent on agriculture for their livelihood (by 1970



that figure had dwindled to just 4 percent).ﬂ In early
nineteenth-century America, farmers harvested grain crops
by hand, requiring many laborers to complete the task.
Cyrus McCormick's father had wanted to make life easier for
his fellow farmers. He spent twenty-eight years trying to
develop a machine that could automate grain harvesting,
but he gave up after multiple unsuccessful attempts. When
his son Cyrus was barely twenty-two, he took over his
father's invention and tinkered with the machine to make it
work. In his family barn, which served as a makeshift
workshop, he spent many months tweaking the design for
an automated grain-harvesting machine, using limited
resources and hand-made components. Finally, in 1831, he
came up with a workable and elegant version of the
mechanized reaper, capable of harvesting more grain than

five men could gather using the earlier cradles.12

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

Iarge.l—3

Yet Cyrus McCormick's most famous jugaad invention—the
mechanized reaper—wasn't an instant commercial success.
His fellow farmers, accustomed to manual methods of
harvesting, were initially skeptical about the usefulness of
this unfamiliar machine. McCormick struggled for years to
sell his machines. He found success through further flexible
jugaad thinking: pioneering the practice of word-of-mouth
marketing, he got his first few customers to recommend his
reaper to other potential customers. Eventually, sales of his



reapers picked up, and McCormick shifted production to a
factory in Chicago. His machines started selling well and
dramatically improved agricultural practices across the
country. In the process, McCormick also laid the groundwork
for many innovative sales and marketing practices—like
assessing customers' credit-worthiness and offering a
“money-back guarantee”—that are now standard practices
of Western businesses across industries. McCormick proved
to be not only an ingenious technical inventor but also a
great business model innovator. And although McCormick's
life was filled with adversity—from factory fires to patent
disputes—he always bounced back with resilience.
McCormick's jugaad inventions enabled scores of American
workers to shift from farming to factory work—thus

accelerating the Industrial Revolution.14

Among the many early American jugaad innovators, the
best-known may well be Benjamin Franklin. Franklin
experienced scarcity and learned about the virtue of
frugality firsthand, growing up in a large Puritan family of

nine brothers and seven sisters.2 When he was just ten
years old, Franklin left school and started working in his
father's candle and soap shop to help support his family.
Early on, Franklin developed a knack for using limited
resources to devise ingenious and frugal solutions to tackle
the everyday problems of his contemporaries. Franklin's
legendary ingenuity was fueled by his genuine empathy for
his fellow citizens. One of his most practical inventions was

the Franklin stove.18 During the eighteenth century, homes
in the United States were primarily heated by inefficient
fireplaces that spewed smoke while much of the heat they
generated escaped up the chimney. They were also
hazardous, as their sparks could trigger fires that quickly
devoured wood-built homes.



Franklin's jugaad innovation to tackle this problem was a
new type of stove with a simple hooded enclosure in the
front and an air box in the rear. The new stove and its
reconfiguration of the flues enabled a more efficient fire,
one that consumed 75 percent less wood and generated

twice as much heat.1Z The Franklin stove delivered “more
with less.” An early advocate of open source technology,
Franklin turned down the patent offered for his original
design, stating that altruism rather than profit was his
driving motive for developing the efficient stove. He wanted
all Americans to benefit from his invention. In fact, Franklin
patented none of his inventions. In his autobiography, he
wrote that “as we enjoy great advantages from the
inventions of others, we should be glad of an opportunity to
serve others by any invention of ours; and this we should do

freely and generously.”l—8 As a serial jugaad entrepreneur,
his approach to innovation was always inclusive: his
ingenious but simple inventions—including the lightning rod,
bifocals, and a carriage odometer—enhanced lives
throughout the colonies.

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



How the West Lost Its
Jugaad

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

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

The Structured Approach Is Too
Expensive and Resource
Consuming

Western firms have come to believe that their innovation
system—Ilike any industrial system—will generate more
output (inventions) if fed more input (resources). As a result,
the structured innovation engine is capital intensive. It
requires an abundant supply of financial and natural
resources at a time when both are increasingly scarce. The
approach is designed to deliver “more with more”—that is,
firms charge customers a hefty premium for overengineered
products that are expensive to develop and produce. For



instance, the thousand companies in the world that invest
the most in innovation—many of which are Western firms—
spent a whopping $550,000,000,000 (yes, that's US$550

billion!) on R&D in 2010 alone.12 But what did they get in
return for all this expense? Not much, according to research
conducted by the management consultancy Booz &
Company. They found that the three Western industries that
spend the most on R&D—computing and electronics,
healthcare, and automotive—struggle to generate a steady
stream of groundbreaking inventions, despite their hefty
R&D investments. Hence there is a weak correlation
between how much money your firm spends in R&D and
how well it performs in terms of developing and marketing
products that generate a significant financial return. To put
it bluntly, money can't buy innovation. Fittingly, a Booz &
Company report carries a photograph of a dejected-looking
CEO wearing a T-shirt that reads: “We spent $2 billion on
R&D and all we got was this lousy T-shirt.” The caption
illustrates well the frustrations of Western corporate leaders
facing, on the one hand, huge financial constraints, and on
the other, immense pressures from shareholders to deliver

growth.@

The pharmaceutical industry is one sector where the
“bigger is better” R&D strateqgy is clearly running out of
steam. Big Pharma's spending on R&D ballooned from $15

billion in 1995 to $45 billion in 2009.21 Yet the number of
new drugs launched annually has dropped by 44 percent

since 1997.22 This is especially bad news for Big Pharma,
given that between 2011 and 2016 drugs worth a whopping

$139 billion are set to go off patent.ﬁ To further complicate
things, Big Pharma in the United States is facing a growing
backlash from politicians and the public as health care costs
spiral out of control, even as fifty million Americans continue
to lack basic health insurance.



