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The transformation of emerging markets in recent decades has gener-

ated a new, growing, and very largemiddle-classmarket, also known as

the middle of the pyramid. This market segment, which is middle by

the standards of emerging markets yet low by the standards of

advanced economies, is extremely attractive for firms, but still poorly

understood and underserved. This volume presents detailed analyses of

exemplary firms that have innovated products, services, and business

models to fulfill the needs and desires of these new middle classes. It

provides useful insights for managers, consultants, researchers, and

students interested in emerging economies, and actionable lessons on

how to innovate for a new and expanding market segment.
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Preface

Innovation is at the core of the development of countries and the

advantage of firms. Much attention has been paid to how companies

in advanced economies innovate to serve the needs of demanding and

wealthy consumers who are willing to pay premium prices for novel

products and services. Additionally, these companies benefit from a

sophisticated innovation system at home that supports their ability to

create new products and services. Recently, the topic of frugal innov-

ation has emerged to acknowledge that companies in emerging econ-

omies can develop new products and services to address the needs of

people with extremely low levels of income. These innovations are

designed to provide the first access to very basic goods and services for

individuals who have very little money to pay for them. However, this

leaves individuals that are middle-income by emerging economy

standards, even if they are low income by advanced economy stand-

ards, underserved. Such customers do not have the income to pay for

the latest highly innovative products, but already have some basic

products that cover their essential needs and some money to splurge

on new products. These middle-income customers in emerging econ-

omies are the ones we are analyzing in this book, aiming to under-

stand how companies have developed innovations that address their

more sophisticated needs without attaching the premium prices that

normally accompany their latest products.

The idea for the book came from a research project on innov-

ations for low-income consumers in emerging markets that started at

Tecnologico de Monterrey in Guadalajara, Mexico in 2012. This pro-

ject resulted in a number of academic research papers. As the research

progressed, it became apparent that the innovations we were identify-

ing and the consumer needs we were studying were not quite what the

literature was discussing. Consumers in Mexico had much higher
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levels of income than those studied in other countries. They already

had their basic needs covered and were looking for better products and

services rather than first-time access to products and services. As a

result, we started considering developing a collaborative volume to

deepen the understanding already gained about innovations and

extend it to analyzing innovations for the new middle classes in

emerging markets. Hence, at a meeting in May 2015, we decided to

bring the ideas into a book format that would facilitate the dissemin-

ation of the insights gained beyond the academic community. In May

2015, we had a meeting with potential coauthors to discuss the core

idea of the book and the structure of its arguments, identifying the

initial challenges and cases. From June to October 2015, the authors of

each chapter gathered secondary data on the cases and the innov-

ations created to solve particular challenges and outlined some of

the themes that they thought could be relevant to the study. In

September 2015, we obtained a grant from the Mexican nongovern-

mental organization Promotora Social Mexicana (www.psm.org.mx)

to fund the research project. This generous grant enabled us to go

deeper into the analysis and gave us the freedom to explore what we

considered were relevant issues. A conference on October 15–16,

2015 helped consolidate the arguments, reorganize the structure of

the book, and ensure progress. Once the chapters were created using

secondary data, the authors of each chapter conducted interviews

with current and past managers of the companies to understand in

more detail the reasons behind the actions taken and gather additional

data that were not publicly available. On March 9, 2016, a second

conference ensured progress. At this conference, the authors of the

chapters agreed on the common framework and structure for the

chapters to ensure the identification of insights and the drawing of

conclusions across chapters. The authors of the chapters continued

working on refining the arguments and ideas, incorporating sugges-

tions for improvement from 2017 to 2019.

This lengthy process of gestation resulted in a book that is both

timely and deep in its arguments. We hope that the conclusions that
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we draw from the analysis are useful for other academics analyzing

the topic of innovation, as well as for managers of companies inter-

ested in better understanding how to innovate to serve the needs of

the growing middle classes in emerging markets. To facilitate this, we

asked the authors to write their chapters in an accessible manner,

moving all the academic discussions into endnotes to facilitate the

reading of the cases and the understanding of the conclusions.

We are grateful to many people for their support in helping

create this book. Of course, our first thanks go to the authors of the

chapters for diligently working on them and incorporating the sugges-

tions for improvement from the group, going deep into the topics and

providing useful insights. We also are grateful to the managers of the

many companies that we analyze for providing a candid explanation

of the innovation process and sharing both the ups and downs of

serving the needs of middle-income consumers. We appreciate all

the logistics and research of the staff at Monterrey Tec in

Guadalajara, in particular Omar Robledo, S. Raúl Silva, and David

Roque. We are grateful to Promotora Social Mexicana for providing

funding for this research project and their continued support in this

large venture. We also benefited from funding coming from

Tecnologico de Monterrey in Guadalajara and Northeastern

University that enabled us to travel and meet face-to-face to discuss

ideas and coordinate the project. Finally, we thank our families for

their support and patience, especially during the long hours that we

could not be with them.
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