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	Less	is	more:	the	potential	of	
	frugal	innovation .

The export strength of the German 
economy rests on products with high 
research and development content. These 
products have arisen as a result of, among 
other things, the specialization of industry 
and business in high-quality and, in many 
cases, tailor-made, products. This is all part 
and parcel of centuries-old traditions in 
German industrial culture. However, new 
middle classes in emerging economies such 
as China and India are looking for afforda-
ble, robust products that are adapted to 
their local contexts, rather than expensive 
products that are highly complex and, in 
some cases, have been over-engineered. 
The complex and far-reaching changes that 
these developments entail are challenging 
companies in Germany to re-think and 
redefine their established hi-tech, path-de-
pendent innovation models. This is essential 
if they are to maintain and consolidate their 
leading role in global research and industrial 
structures in the long term. 

Casting aside old ways of 
thinking

German companies thus face a two-fold 
challenge: to cast off the established mind-
set of a traditionally technology-driven 
industrial culture and to find new and 
sustainable forms of innovation geared to 
the needs of emerging economies. This will 
enable them to avoid a further increase 
in the complexity of the value chains and 
performance of hi-tech products. The 
term “frugal innovation“ is entering the 
vocabulary of Western corporate culture to 
describe the implementation of great ideas 
using modest resources. This approach 
could ensure that companies retain their 
international competitive edge. After all, 
necessity is the mother of invention.
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Frugal innovation refers to products 
and services that are affordable 
and whose quality is suitable for 
their purpose. It is geared towards 
customers who are unable or 
unwilling to spend money on 
functions they deem unnecessary.

Germany is losing its competitive edge as a 
global leader in innovation due to new interna-
tional methods of dividing labour and new 
markets for innovation that are developing in 
emerging economies.
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	Location	Benchmarking	–	
	How	do	you	identify	the	 
	right	location? 

Choosing the right location for research, development 
and production has a major bearing on the expansion 
and internationalization activities of a company and, by 
extension, on its overall success.

Good infrastructure, access to suppliers and suitable 
financing instruments are very important in this regard. 
In addition, it is increasingly necessary to have suitable, 
well-qualified employees or links to existing networks 
and research activities locally.

This is why  Fraunhofer Center Leipzig is helping firms 
to select a location. Researchers from the Regional 
Positioning and Location Development Unit create an 
n-dimensional requirements matrix based on a company’s 
individual needs. This matrix is aligned with a range of
databases available to the institute as part of a multi-step
process. The company is presented with a shortlist of
potential locations worldwide, which are then narrowed
down in further dialogue with the client.

Global systems and markets require entrepre-
neurs to hold their own among international 
competitors. In this context, the issue of finding 
the right location for production, research and 
development is crucial.
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