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Setting Context

You know that innovation is a top priority. Chances are
that you are or have been on an innovation team or lead-
ing one within your organization.

You have a difficult job. We know this from over
twenty-five years of helping others design, implement,
and capture value from innovation. We've done this as
consultants and practitioners in large, globally dispersed
organizations and in small and midsize companies, B2B
and B2C settings, and in both for-profit and nonprofit
environments,

We are passionate about innovation because we have
seen how it keeps organizations vital and resilient. We
want your organization to stay vital and resilient: resilient
to the tremendously powerful market forces of globaliza-
tion, rapid shifts in technology, and an increasingly power-

ful customer base.

About This Field Guide

There is no lack of innovation books. Many focus on an
overarching theory of innovation or focus more deeply
on a particular aspect of innovation, such as rapid-cycle
experimentation, design thinking, or business model inno-
vation. At the same time, more and more organizations
are following the pioneering efforts of companies like
Whitlpool Corporation, General Electric, and Proctor &
Gamble in viewing innovation as a discipline and process
that can be taught, learned, and applied.

As we meet and work with these and other innova-
tion leaders and practitioners globally, we hear consis-
tently that there is not yet a comprehensive, practical,
how-to guide detailing market-tested techniques, tools,

and frameworks through which you can address the most



pressing innovation challenges in your orga-
nization. This field guide addresses those
challenges in an end-to-end fashion, helping
you take action, whether you seek a specific
solution, such as de-risking a promising but
new-to-the-industry business concept, or
you have an ambition to make innovation an
enterprise-wide capability.

We write this field guide for innova-
tion leaders and practitioners in organiza-
tions large and small who seek step-change
improvement in their organization’s, teams,
or individual innovation efforts. Each of you
faces different innovation challenges. Our
goal is to provide practical techniques, guid-
ance, and examples to help you navigate your
unique situation. We hope that whether you
are a novice or a mastet, you will find The
Guide indispensable in helping you achieve
your innovation goals.

There is great value in having a shared
set of tools within your organization.
Common tools, techniques, and frameworks
help ensure consistency and can serve as
a foundation for an enterprise-wide pro-
cess for innovation. Yet it is important to
understand that innovation is not about
tools per se. You will not succeed by simply

filling in a given tool. Rather, we see tools

as scaffolding; they provide structure to
achieve the appropriate organizational learn-
ing and dialogue about a particular issue or
challenge.

Our approach to the topic of innovation
is that of business managers and strategists.
For over two decades, we have worked with
Global 1000 companies to shape and act on
their strategic growth agenda. You will see
in The Guide that, rather than focusing on
technology or a particular product, our inno-
vation work features the business model and
its elements as the unit of analysis. We also
place enormous emphasis on both fact-based
analysis and frame-breaking perspectives.

You will also see we consistently empha-
size the importance of creating time and
space for innovation inside your organiza-
tion. By this we mean more than the notion
“spend X percent of your time on anything
you want” as the means by which to innovate
at scale. In most organizations, declaring that
all engineers should take X percent of their
time to think of new things and innovate is
simply a nonstarter, and rightfully so.

Instead we recommend that you free
up time and space to pursue thoughtful and
disciplined approaches and make organizing

actions to allow your organization to create



and drive innovation. You should, for exam-
ple, build a point of view that informs your
innovation. You must take time to stretch,
elaborate, and iterate a given new concept.
Leadership should make time to take on the
roles of cocreator, sponsor, and visible advo-
cate for innovation. And, together with lead-
ership, you and your innovation colleagues
should organize to sustainably pursue your
innovation ambition. In this context, creat-
ing space to drive innovation is more than
freeing up time to think great thoughts and
experiment on them. It is a critical enabler to
pursuing innovation in a disciplined fashion,
leveraging innovation activities, approaches,
and organizing elements such as those
addressed in this guide.

Each chapter of this field guide focuses
on an innovation challenge that consistently
emerges as difficult and important within
organizations across industries and geogra-

phies. In each chapter, we

Set context for the challenge and share the
core design principles that should guide
your efforts. The principles represent
leading practices that are applicable
across industries, geographies, and

organizations large and small. They will

help you stay focused on the outcome
you are trying to achieve, allowing you to
sift through alternative approaches with
greater clarity and purpose.

Share techniques and frameworks that help
you address the specific challenge. Most
are illustrated with examples from orga-
nizations that have learned and applied
the principles and achieved marketplace

success.

This is the heart of Innovator’s Field
Guide: to share actionable innovation tools
and approaches for you to apply, illustrated
with real-world examples; and, where appro-
priate, to identify common pitfalls to avoid
and offer specific counsel on what not to do.

The Innovation Challenges

Raising Your Innovation 1Q Through
Insight-Driven Innovation (Chapter 2)

We begin by sharing techniques and frame-
works you can use to develop new perspec-
tives and new thinking about the market,
your organization, and your stakeholders.
The chapter offers concrete actions for

developing frame-breaking insights that are



foundational to success throughout a gener-
alized front-end innovation process.
Breaking frame is so important to inno-
vation. Gifted entrepreneurs break frame
naturally. The rest of us need a bit of help.
We need new perspectives and fresh insights
to think and see differently. Most organiza-
tions struggle to develop rich, compelling
insights, but they are critical to innovating
successfully. Without new perspectives,
efforts tend toward the incremental or,
worse, stall completely. This chapter will
help you, your team, and your organization
develop the types of insights you will need to

raise your innovation IQ.!

Enabling Breakthrough
Innovation (Chapter 3)

In this chapter, we continue sharing leading
practices to apply within a generalized front
end of the innovation process in order to
drive breakthrough innovation. We start by
illustrating some of our favorite techniques
for developing new ideas. We also suggest an
approach that will help you focus your inno-
vation efforts on your most important strate-
gic challenges, and you will learn techniques
to help bring greater coherence to current

and future innovation efforts across your
organization. All of this will help you stay
away from the business of “one-off” innova-
tion. You will see how Crayola, Royal Dutch
Shell, UnitedHealth Group, and others
identify and act on new white space oppot-
tunities, sustainably and profitably guided by
dynamic innovation architecture.?

From Nascent Idea to Business
Concept (Chapter 4)

Chapter Four focuses on the work of mov-
ing from a nascent idea to a business concept,
helping you advance your thinking to create

a more fully fleshed-out business concept

and game plan for getting started. Without
this work, you may never get beyond a pile of
Post-it notes. We share a generalized process
to illustrate key techniques, while emphasizing
that each organization will need to develop its
own tailored process.

Sometimes opportunities stall. So we
suggest specific techniques to help you
stretch, elaborate, and iterate your thinking
about and framing of the opportunity so
that you can unstick that opportunity. We
also provide guidelines to help you decide
why you may wish to kill it off entirely.



These and other techniques will help you
jump-start innovation in your organization,
regardless of where the idea came from. The
chapter takes you up to the ‘commercializa-
tion” step of a given innovation process, an
area that most innovation efforts too often
ignore or take for granted. Taken together,
Chapters Two through Four serve as a blue-
print for breakthrough innovation across
the front-end innovation process, enabling
you to jump to the next S-curve and propel

growth for your organization.

Propelling Fast Innovation (Chapter 5)

We understand that you may not always have
the time to build the types of rich insights
described in Chapter Two or to pursue
breakthrough innovation as we describe in
Chapter Three. Sometimes you are asked to
“get innovation fast.” In this chapter, we share
a series of case examples which illustrate how
you can improve the quality of your innova-
tion portfolio for the near term—twelve to
twenty-four months out. Through the exam-
ples we share ways in which you can combine
techniques already described in The Guide to
achieve “innovation fast’—whether infusing

innovative thinking into your annual planning

process or in a workshop-based format. We
touch on collaborative idea management,
open innovation, innovation accelerators, and

supplier and customer collaborations.

Experimentation and De-Risking
(Chapter 6)

The kind of breakthrough innovation we
discuss in Chapter Three is often new to

an organization and sometimes new to its
industry. When you surface something that
is new with respect to your past experiences,
an individual, a team, or management is
likely to perceive a high degree of uncertainty
and risk in the new concept or business
model. In this chapter, we share market-
tested techniques that help you separate risk
from uncertainty. The approaches help you
de-risk promising but uncertain opportuni-
ties and guide you in moving your efforts

forward in smart and risk-managed ways.

Innovating While in Market (Chapter 7)

In this chapter, we extend current experi-
mentation practice, describing ways in which
you can turbocharge opportunities that

are already in market and reshape them for
greater success. For in-market opportunities



that are falling short of their ambition, we
describe techniques through which you can
iteratively test, learn, and refine efforts so
that you can get the new product or service
heading in the right direction, and optimize
the “upside.” For opportunities that are
performing as planned, you will learn how to
infuse more innovation. You might think of
this as “innovating while flying the plane.”

Organizing for Innovation (Chapter 8)

We opened this book with the declaration
that innovation is now a top priority across
organizations globally. Yet despite innova-
tion’s higher profile, we find that many orga-
nizations struggle with how to best organize
for innovation. Chapter Eight guides you
through ways to think about organizing

for innovation within the context of your
objectives and culture. We speak to specific
ways in which you can strengthen innovation
muscle, improve processes, and dramati-
cally improve your chances that innovation
will happen “because of the system” rather
than in spite of it. We hope that this chapter
guides your efforts in making innovation an
enterprise discipline, process, and capability

within your organization.

Leading Innovation (Chapter 9)
Much of this field guide speaks to leading

innovation efforts as a lead designer and
practitioner, and assumes that you have
some level of organizational permission for
driving systematic innovation. In Chapter
Nine, we speak specifically to the leader’s
role in innovation. We start at the point

of leadership’s recognition that innovation
will provide the means to achieve a particu-
lar growth goal and, when desired, to help
enable cultural change. We describe the
leader’s role in making innovation a real-

ity both commercially and as a process and
system within the organization. We also
speak to how a practitioner with little or no
formal accountability for innovation can lead
innovation from within—an important topic
when you do not have the full set of permis-

sions or SPOI’ISOI‘Ship necessary fOI‘ success.

Getting Started (Chapter 10)

Chapter Ten helps you structure and begin
your innovation efforts in ways that ensure
success. We provide examples of program
designs that you can use to tackle the chal-
lenges described in this guide, and conclude

by sharing suggested profiles of skills and



mind-sets you will want to include in your
efforts as you get going.

Conclusion and Looking
Ahead (Chapter 11)

We conclude by sharing a few general
thoughts and suggestions on driving success
in your innovation efforts and systems and
posit a view on the next frontiers for innova-

tion in large organizations.

Principles of Innovation

Opver the years, we've seen what works and
what does not. In looking across these suc-
cesses and failures, one can tease out a set of
principles of successful innovation that hold
true regardless of industry, constraints, or
circumstance—principles that organizations
apply to help them innovate and to do so
systematically over time.

You will see that the principles advocate
driving strategic innovation. In this context,
we recommend that you enter the innovation
room through the strategy door, so to speak.
Aim innovation efforts at your most central
growth issues and needs. Drive holistic, busi-

ness-concept-level thinking and iteration.

Develop a shared point of view on what
qualifies as innovation and what is most
important to drive toward. Develop multi-
level points of view of innovation targeting
priority growth spaces and concepts within
the spaces. Engage in strategic dialogue
and decision making to ensure that there is
shared and aligned leadership understand-
ing and commitment. Each of these actions
follows from the principles guiding strategic
innovation and is central to your success.
Of course, in translating principles to
action, your specific designs and approach
will vary greatly. But the principles are cen-
trally important. Therefore, we make them
explicit here and throughout The Guide so
that you will keep them top of mind. You
should think of these principles as “why you

are doing what you are doing.”

+ Articulate a clear definition of innova-
tion for your organization by defining
what you are trying to achieve. Do you
seek transformative, disruptive innova-
tion? Is your goal to create profitable
incremental and sustaining innovation?
Might you have an ambition to shift
mind-sets or change the culture incre-

mentally or in a more substantial way?



Don't start
with new
ideas. Start
with new
insights.

Whatever your objective, you need to
have a definition that you and your col-
leagues can use as a compass to guide
your work and keep you focused on the
outcomes you seek. We speak to this
issue throughout the book, and most
specifically in Chapter Eight.

Aim your efforts at the business concept
so that you focus not just on the “what”
of products but also the “who and how.”
A singular focus on “what” constrains
you to the default thinking of “what”
new product or service or “what” new
technology you can commercialize into a
new product or service. It's an appropri-
ate focus, of course. However, you can
expand your innovation potential greatly
by also including “who and how.”

By “who” we mean, Who is your
target customer, and what is the value
proposition you offer to him or her?
“How” refers to how you go to market,
your value proposition to the distribu-
tion channel(s), how you create and
capture value, and how you create
and sustain advantage. Chapter Four
speaks most directly to the application
of business concept techniques and

frameworks.

Understand that innovation equals

new learning. This is a big one. Think

of it this way: if you have little to no
new learning, then you have little to no
chance of finding truly new innovation.
You can gain this new learning in many
ways, as described throughout this guide.
We urge you to create the space to attain
new learning and then to synthesize

and process it for all the potential that it
holds. Give yourself sufficient space to
diverge in your learning, thinking, and
ideation. Also ensure that you create
sufficient space again to converge and
synthesize down to the best learning and
actions for your organization. In nearly
all chapters, you will see techniques,
approaches, and examples illustrating
how to act on the principle of making
space for acquiring and then processing
new learning.

Earn the right to ideate through insight-
driven innovation. Don't start with new
ideas. Start with new insights, which
help you develop new and different per-
spectives about your particular innova-
tion challenge. New perspectives lead
you to ask a different set of questions.

New ideas should derive from new,



relevant, frame-breaking insights—
however you attain them. All lead-

ing practice demonstrates that when
concepts are created in this way, they are
much more likely to be breakthrough
and compelling in the marketplace and
for your organization. When they are
not new insights, they are likely to be
regenerations of the same old ideas—
one reason that the work of innovation
gets a bad rap. As Drucker, Hamel, and
others suggest, new questions lead to
new answers, Before trying to create new
ideas, work on new perspectives. This
principle is inherent in all the techniques
described in The Guide, and is most
directly addressed in Chapter Two.
Focus on strategic innovation to avoid
one-off efforts. Too many innovation
processes and work efforts look for
silver-bullet insights and ideas. We
suggest another path: strategic innova-
tion through which you develop specific
product and service concepts within

the context of a coherent, compelling,
longer-term view of a market space you
will pursue over time. The longer-term
view enables you to fill your pipeline

with a related set of product and/or

service concepts that you can bring to
market over time. It gets you out of the
business of having to restart your inno-
vation efforts from scratch whenever you
wish to refresh the pipeline. In Chapter
Three we suggest such techniques to
move beyond one-off innovation.

Make the work of innovation not merely
the generating of new ideas but an
end-to-end process through to successful
commercialization. We like to define the
work of innovation as that which ulti-
mately enables a new idea to be success-
fully commercialized. Thinking of
innovation in this end-to-end

way drives the discipline We define innova tion as

of viewing innovation as . dea, succ essfully

more than just new idea .
generation. Indeed, the commercia lized.
work of innovation spans

from gaining new insights to

generating new ideas to engaging in

business planning and strategic planning

to conducting in-market experimentation

and garnering continuous learning for

constant improvement of in-market offer-

ings. This end-to-end definition enables

you to achieve better results because it

doesn' partition innovation off as an
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ideas-only notion or a“front end of the
process” concept. The chapters through-
out The Guide describe all phases of
innovation from insights to commercial-
ization and even postlaunch actions that
continue to work the innovation agenda.
Build innovation capability through a
learn-by-doing approach. At all levels of
the organization, learning new innova-
tion techniques and approaches is best
facilitated by applying the techniques to
real problems or challenges. Classroom
training and practice sessions have their
purpose, but these alone will not create or
embed skills and capability. You may want
this to be a guided experience from the
beginning. It is hard to learn to ride a bike
when you are in a classroom talking about
it; the same is true of learning to drive
innovation within organizations that are
geared to efficiently churn out their exist-
ing offerings. We share learning-by-doing
techniques throughout The Guide.

Be systematic and systemic in your
approach. Too many leaders and practi-
tioners believe that one can either have

a creative, innovative approach or have a
planned and disciplined approach. The

reality: disciplined, systematic innovation is
p Yy

not an oxymoron. You can enable and
manage disciplined processes that drive
innovation and provide the flexibility you
need to make alterations as new learning
dictates.

The key is to view the techniques
and approaches as infinitely flexible—
like LEGO blocks you can piece together
in ways that are most productive for your
objectives and constraints. You will need
to develop design skills so that you can
configure these LEGO blocks according
to each circumstance, using the principles
of innovation as guideposts.

Similarly, you can make appropriate
organizational changes to enable innova-
tion through adjustments to process,
skills, and metrics so that your organi-
zation innovates because of the system
rather than despite it, as we mentioned
earlier. Organizing actions need to be
thought through holistically and in an
internally consistent and systemic man-
ner if you seek to develop sustainable
innovation capabilities. Systematic and
systemic are two different things: you
need both. Throughout the book, we
offer techniques for systematic innova-

tion. Systemic design of organizing



levers is addressed in particular in
Chapter Eight.

Embrace and apply open innova-

tion (OI), keeping in mind Henry
Chesbrough's dictum that “to be open
externally one must first be open inter-
nally”? Throughout The Guide, we sug-
gest techniques through which you and
your colleagues can become more open
internally by exploring new perspec-
tives, new opportunity spaces, and ways
in which to structure and organize your
innovation efforts. Extend the principle
of “innovation equals new learning”
beyond the water’s edge of your organi-
zation’s boundaries. Learn to access out-
side sources—for learning, for ideas, for
technologies, and for commercialization
resources. Chesbrough and others write
extensively and well about OI, so we do
not delve deeply into the topic in The
Guide. However, Chapter Five speaks
directly to useful OI techniques.

As You Read The Guide

You will see examples throughout that
illustrate the points and the success-

ful execution of the approaches and
techniques we recommend. We have
deliberately drawn examples from a
diverse set of companies, industries, and
geographies: from Shell to Whirlpool
Corporation to Mondeléz to Crayola to
UnitedHealth Group to the U.S. Special
Operations Command, and others.
Some organizations are good examples
of systematic and systemic innovators,
and thus are used repeatedly; others are
good illustrations of specific techniques
in The Guide.

We use both business-to-business (B2B)
and business-to-consumer (B2C) refer-
ences and examples throughout. Robust
innovation techniques are applicable
across both worlds, although particulars
of how to investigate insights, develop
and elaborate ideas, and commercial-
ize vary from one to the other. In the
context of speaking to both circum-
stances, you will see references to both

consumers and customers. In referring

11

The Guide speaks to the “how-to” of all these

to consumers, we are typically referring
principles of innovation and a few others as to the end user of a particular product or

well. Before we dive in, a few notes: service. In referring to customers, we are
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typically referring to the next-level buyer
in the value delivery system, which can
include (but is not limited to) retailers.
We will identify each (consumers versus
customers) as we refer to them.

We provide key take-aways at the end of
each chapter. If you think you would find
it helpful to first read a quick summary
of each chapter in a page or less, please
skip to the back of the chapter to do so.
We refer to the teachings of others
from whom we've learned over the

years of working in the field. For a

small slice of further reference materi-
als (which are vast in quantity), refer to
the Notes section of the book, where
we reference sources of information
and inspiration we've learned from

and pulled from as we constructed
Innovator’s Field Guide.

Last but not least, have fun with your
innovation work! Innovation is hard, but it
is one of the greatest challenges and profes-
sional privileges you will take on. Recognize

the opportunity and enjoy the ride.



Raising Your Innovation 1Q
Through Insight-Driven Innovation

How do | make sense of the changes in our market?

How might | use our existing know-how (competencies) to enter and
flourish in new markets?

How can | surprise and delight my customers with products and
services “they have to have"?

Where and why might | be “blind" to new opportunities?

13
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“Thinking
different” is
essential to
innovation.

“Think different.” Apple’s iconic marketing
campaign was highly innovative, with com-
plimentary winks both to its customers—
You are different in ways that matter—and
to its development teams— We are different
(and better) than any other company.!

Apple’s cofounder Steve Jobs was
perhaps the best example of a great entre-
preneur who succeeded by thinking different.
“Thinking different” is essential to innova-
tion. But most companies don't have a Steve
Jobs with naturally reflexive innovation
instincts, What to do?

You can think like an entrepreneur. Each
of us can. Most of us will not achieve the
same success as Steve Jobs. But we can all
raise our innovation IQs by learning how to
use the same perspectives and mind-sets. As
British historian Paul Johnson says, “There
is creativity in all of us, and the only [chal-
lenge] is how to bring it out.”

If you seek innovation—especially
breakthrough innovation—you have to
think differently. Here’s why: You will not
get to breakthrough by asking the same
questions. Instead you need to break frame
through new insights. New insights help you
develop new perspectives: new perspectives

on your customers, your market, and your

company. New perspectives give you the
foundation on which to develop new think-
ing. New perspectives give you the right to
ideate.

What Is a "Great Insight"?

WPP’s Jeremy Bullmore famously quipped,

“Why is a good insight like a refrig-

erator? Because the moment you look into

it, a light comes on.” Bullmore suggests that

“high-potency insights, because of their

immediacy—because they evoke as well as

inform—behave like the best viral ads on the

Internet. They are infectious; we only have to

hear them once to remember them, to apply

them, to pass them on to others. By contrast,

the low-potency insight sits there sullenly

on its PowerPoint slide, moving absolutely

nobody to enlightenment, let alone action.”
You should be able to describe a good

insight crisply, often in a brief sentence.

The insight should do two or more of the

following:

+ Reveal deep and previously unrevealed
behavior

+  Suggest the potential for disruption—a
discontinuous shift



+  Point you toward a customer compromise
or trade-off that, given the choice, the
customer would rather prefer not to make

+ Challenge current conventions in the
market or industry

+  Make some people uncomfortable while
inspiring others

+ Create an “oh yes” moment through

which you think different

Earning the Right to Ideate Through New
Frame-Breaking Perspectives

We describe five specific types of insights in
the next section. Developing new perspec-
tives within any of the five types will help
you develop new and interesting ideas.

As you will see, however, you are more
likely to develop compelling ideas by look-
ing at the intersection of multiple insights.
As Gary Hamel remarks, the combinatory
power of multiple types of insights will
significantly enhance your ability to develop
truly breakthrough concepts and to identify
and capture “white space” opportunities.*

Why these five types? Reflect for a
moment on what makes a great entrepreneur
like Apple’s cofounder. Sure, great entre-
preneurs take risks. But how do they think?

How do they approach their business and

markets?

Great entrepreneurs are more naturally empa-
thetic to consumers’ frustrations. They sense
unarticulated needs of customers, so they
can conceive of products or services that
don't yet exist, and solve problems that cus-
tomers may not be able to describe. Think
about Apple’s iPad; social media businesses
like Instagram, Pinterest, Twitter, Facebook,
and LinkedIn; Bruce Johnson’s Breathe Right
nasal strips; or the broad product portfolio

of Sarah Blakely’s Spanx fashion empire.

Great entrepreneurs experience more of “the
fringe” of a market. They make sense of the
early signs of change. They anticipate disrup-
tion and discontinuous change.

They also are not bound by a current set
of products or services. Rather than defining
their business as what they make or sell, they
view growth potential from the standpoint
of their current and evolving know-how:

their competencies.

Great entrepreneurs are contrarians. They do
not accept the dominant logic of a given
industry or market. They intuitively, natu-
rally, and instinctively challenge and overturn

15
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core assumptions about what drives success,
and create new business models that per-
form differently in ways that matter to cus-
tomers. By challenging the core assumptions
of their business model and industry, they
are able to see new opportunities. Consider
the success of Virgin Air, easyJet, GOL Air
Transport, Netflix, Zipcar, Tata Motors, and
IKEA.

Five Insight Types

We will now look at each of these five insight
types:

+ Type 1: Customer insight

+ Type 2: Market discontinuities

+ Type 3: Competencies and strategic
assets

+ Type 4: Industry orthodoxies

+ Type 5: Seeing and mapping white space

For each insight type, we will first share
a definition and set the context. We will then
describe how you can quickly get started in
developing the insights and using them in
the context of your specific innovation chal-
lenge. Finally, we will suggest a few pointers
for applying them to your own organization.

Getting Started: Identifying Customers'
Unmet Needs

Surfacing unarticulated needs is a two-

step process. First, gather information on
customer behavior using direct observation
and related techniques. Then step back and
analyze this information using methods to
extract and infer potential unstated needs.
Separating the information-gathering and
analysis steps allows you to shift focus from
identifying the visible “what the customer is
doing” to surfacing the underlying and vitally
important “why they are doing it.” Even
experts use this two-step process, although
they may move between the steps so quickly
as to make them appear to be a single step.

Obtaining Data

“You can observe a lot by watching.” So

says American baseball great Yogi Berra,
and so say successful innovators, and so say
proponents of design thinking. High-impact
observational research techniques integrate
design thinking and human-centered design
principles to help you “get into the skin of
the customer.” It helps you understand the
customer’s context, desires and aspirations,

and fears and frustrations, so that you can
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@ . Insight Type 1: Customer Insight

Several successful entrepreneurs and innovators have described some forms of traditional market research as “like driving while
looking in the rear view mirror."s We agree.

To be clear, we do recognize that traditional research methods are critically helpful in many contexts, particularly in the
later stages of innovation. But traditional methods—focus groups, quantitative surveys, concept testing, and the like—are less
helpful at the early stages of innovation. Even worse, the traditional approach may mislead you.

The companies and organizations we study and work with who have brought compelling, disruptive new products and
services to market did so, in part, through other research techniques. Their fresh way of thinking allowed them to identify
unmet or unarticulated needs of their customers or their customer’s customers. They did so by looking for “problems” and
unmet needs both up and down their value chain.

Take the “fridge pack” for a twelve-pack of beer or soda. The Coca-Cola Company described it as one of the most innovative
packaging developments in its history. Before the fridge pack was introduced in 2002, there was no easy way to store an entire
twelve-pack in the refrigerator. But the idea for the fridge pack did not originate with the global beverage giant. It was a sup-
plier, Alcoa, that first developed the idea.

Alcoa wanted to sell more aluminium cans. They began to think about what prevented consumers from drinking more
Coca-Cola products. Through some of the customer insight techniques we describe here, Alcoa innovators realized that the
package was “actually hindering the use of cans. People tended to put several cans in the refrigerator [and would] then store
the remaining cans in a cabinet or closet. When all the refrigerated Coke cans were gone, they usually chose a different drink
from the refrigerator instead of retrieving a can from storage.”

Take note that Alcoa did not ask consumers what type of packaging they wanted, nor did they ask Coca-Cola consumers
when and how they consumed the beverage. Rather than focusing on stated needs, Alcoa observed consumer behavior and
inferred an unmet need from a pattern of behavior that was consistent across observations of multiple individual consumers
and households. Motivated by their insights, Alcoa partnered with a packaging company to develop the fridge pack. Through
iterative experiments with Coca-Cola, Alcoa eventually achieved double-digit sales increases on the strength of the innovation.

Specific techniques, such as those applied by Alcoa, can be taught and mastered. And although we don't think that learn-
ing them will make you as intuitively innovative as Steve Jobs or as contrarian as Sir Richard Branson, our experience does sug-
gest that doing so will make you a dramatically better innovator.
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identify their unmet and unarticulated
needs. The tensions and trade-offs you
observe in their decisions and behaviors will
allow you to develop new solutions they
could not have conceived of on their own.

Let’s look at an example. Crayola is an
iconic brand spanning product lines within a
privately held consumer products company.
From your childhood, you likely know it as
a‘crayon” company. Today it is much more.
Through years of steady focus on innovation,
Crayola has reimagined its business, redefin-
ing the categories in which it competes and
achieving significant growth.®

When leadership initiated its innova-
tion efforts in 2004, they hoped to bring
value to children through positive, enjoy-
able learning experiences that would go
well beyond crayons. Foundational to their
efforts was to more viscerally understand
the ways in which children, caregivers, par-
ents, and teachers figured in multiple types
of experiences. Crayola set out to learn
more about these experiences, observing
“in situ”—children in school and at home,
teachers in the classroom, and parents
(typically Mom) and caregivers interacting
with children in various settings through-
out the day.

Crayola engaged in direct observation
of the customers in a broad range of creative
play situations, paying particular atten-
tion to the broader context in which those
situations occurred. They also conducted
interviews subsequent to the observations
that allowed for probing of specific actions
or unexpected behaviors.’

When You Can't Observe Directly

Although direct observation is a preferred
approach, it isn't always possible. In these
situations, you can use other techniques to
obtain observation-like data that can be eval-

uated just like those of an actual observation.

+  Exercises that place you in the shoes of
the customer can be particularly effec-
tive. The goal is to experience and feel
what the customer experiences and feels
by doing it or using it yourself, in situ.
These exercises can be structured around
any portion of the customer experience,
including both purchase and use. The
important thing is to document the
experience for further evaluation just as
if it were an observation.

+ Another alternative to direct observa-

tion is to construct realistic customer



experience scenarios. For example,
anecdotes and stories from customers,
customer service representatives, sales
managers, channel partners, and oth-
ers can easily be developed into more
comprehensive scenarios. Build the
anecdotes and stories into observation
scenarios that can be “played back” dur-
ing the analysis and insight extraction
phase. Be sure to view each scenario as
a discrete observation rather than as a

composite or average of all experiences.

Analyzing the Data

Through the techniques we describe above,
you will collect a rich and extensive set of
observations for analysis. Now you can turn

your attention to inferring unarticulated

customer needs. We find three techniques to

be particulatly effective:

+ Identifying and resolving tensions
+  Customer experience mapping
+ Jobs to be done

Each of these approaches provides
helpful ways of reaching beyond obvious
and superficial needs to achieve a deeper

understanding of unmet and unarticulated

needs of customers (and noncustomers).

Identifying and Resolving Tensions
Observations often point to implicit tensions
and trade-offs that might be productively
resolved. These tensions can be internal to a
single customer who is trading off between
two things he or she cares about, or between
different customers or stakeholders who
have different and conflicting desires and
objectives. They are rich areas to dig into to
identify unarticulated needs.

Crayola noticed a number of unresolved
tensions during their observations of moth-

ers and children.'”

+  Mom wanted her child to have a fun,
engaging, and fulfilling “artistic experi-
ence’—as much as possible without limits
as to where or when. At the same time,
she wanted to prevent messes or damage
from her child’s free-flowing behavior.

As a result, she was reluctantly placing
restrictions on where, when, and how art,
coloring, or painting work was being done.

+  The child wanted to play without inter-

ruption or rules and to be“in control and
self-directed.”
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By understanding the tensions within
and between what mother and child sought,
Crayola achieved a eureka moment:

Mom wanted a mess-free, deeply immersive
and rewarding artistic experience that her
child could own and self-direct, without
limitations as to where or when.

Actor 1
What is the “l am choosing to do
observed
behavior?
Potential solutions
v L]
N
... but would rather be doing
Is there an
implied '
tension or but cannot because
unnecessary and
trade-off?

and

Figure 2-1 Exploring Customer Tensions

This insight was not previously appreci-
ated. Crayola’s new understanding of mother
and child color time—immersive without
the limitations and without the risk of
mess—emerged after deep consideration of
what they had observed.!!

Figure 2-1 provides a framework for sur-
facing and addressing tensions and trade-offs

Actor 2
“l am choosing to do

y N

.. but would rather be doing

’

but cannot because
and

and



once you have the basic insight building
blocks gathered from observations or other
techniques.

Crayola resolved the mother-child
tension by providing “fun and engaging”
activities with their swath of new products
that placed “no limits” and caused little or
no mess. The company promoted their new
line of products with new names or empha-
sis that included “erasable,” “mess-free,” and

“washable” on the packaging.'?
00

Industrial gas company Praxair provides
another example of surfacing and resolv-
ing unresolved tensions. The company’s
Grab 'n Go® all-in-one portable medical
oxygen system resulted from observa-
tional research and immersive interviews
during which Praxair and its suppliers
surfaced the needs and frustrations of two
important actors within a given hospital

system'’:

+  Purchasing and procurement was relent-
lessly seeking “lowest-cost suppliers.” As
a result, they would purchase (among

many other things) several variants of

medical oxygen cylinders and associated
equipment, many of which had their
own (and separate) regulators and valves
that had to be managed and assembled
at time of use.

+  Nurses and other caregivers were frus-
trated by anything standing in the way
of caring for their patients. Helping sick
people get better is, of course, why
someone enters nursing. Having to
assemble medical oxygen delivery sys-
tems from multiple components during
care delivery (or critical care delivery)

was in the way.

Using the Figure 2-1 framework, we
can begin to see tension between the two
primary actors. Praxair and others in the
medical gas industry were making the
purchase and especially the use of medical
oxygen too complicated. Praxair’s solu-
tion was the Grab n Go®, a one-piece,
light, ready-to-use oxygen cylinder with
an integrated regulator and valve that the
caregiver could quickly and easily carry
into the patient’s room, connect, and use.
The new medical oxygen delivery system
won product design awards and acclaim

(see photos).

21
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The Grab n Go. Photo provided by Praxair Corporation and Praxair innovation leadership. © Praxair

Corporation, 2013.

Intuitively you can see why the then
director of marketing described the new
product as “user-friendly, [eliminating] the
time-consuming hassles and guesswork
that the conventional post-valve system has
caused medical staffers for the past
50 years."*

Stepping back from this example, you
can see that through structured observations
of customers (the purchasing manager) and
noncustomers (nurses/caregivers), you can
surface unmet and unarticulated needs of
the organization. You will find that when
you are using these or other techniques



for gathering consumer insights, adopting
specific behaviors and mind-sets—empa-
thy, persistence, inquiry—is most helpful to
ensure that you get to rich and actionable
insights.

Customer Experience Mapping

Variously termed “customer experience
mapping,” ‘customer mapping,” ‘customer
experience ecosystem,” and (occasionally)
“value chain mapping,” this technique helps

you visualize the end-to-end experience

Aware Search Purchase

Aware: The stimulus that provokes the
customer’s or consumer’s interest in
acquiring the product or service

Search: The steps and actions he or she
takes to inform the purchasing decision

Purchase: The customer’s or consumer’s
beginning-to-end experience in execut-
ing the purchase of the service or
product
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of your customer (or your customer’s
customer)."”” By applying customer experi-
ence mapping, you will be able to surface
the customer’s pain points that might be
relieved, aspirations or positive assump-
tions that can be heightened, and trade-offs
that can be resolved positively for your
customer.

Although the specific stages of a customer
experience map may vary from organization
to organization, some broad components of

the experience are shown here:

Replace/

Maintain ]
Dispose

Enjoy

Enjoy: How he or she engages with and
uses the product or service after
purchase

Maintain: The customer’s or consumet’s
involvement and interactions to main-
tain and repair the product or service

Dispose/Replace: The steps, if any, he or
she takes to dispose of and/or replace or

upgrade the product
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In your particular circumstance, you may
find that some of the stages of the depicted
framework should be combined.

Your first step in using the framework is
to identify which types of potential custom-
ers or noncustomers you wish to analyze.
Often it is helpful to think of different
groups of customers as a specific “persona.”
For example, were Nestlé to consider what
professional women might want from a small
indulgence snack, the persona might be one
or more of the following:

+  Single, well-educated woman, urban
living, professional

+ Married woman with two children,
juggling professional and family lives

+ Recent college graduate

Too often, we find that teams constrain
the focus of the customer experience analysis
to existing customers buying an exist-
ing product within the existing customer
experience. Typically such efforts are ways
to make a process or end-to-end experi-
ence more eficient, providing helpful but
at times only incremental value in terms
of surfacing substantial new insights. To
go beyond the incremental, try to include

noncustomers in your customer experience
mapping efforts.

Once you have identified your customer
and noncustomer personas, map each
relevant observation against stages of the
experience. Depending on your objectives,
the number of observations required will
vary, but often ten to fifteen will give you
high-quality, qualitatively robust findings.
Some organizations may prefer a larger
number of observations, but our experience
is that the results are unlikely to change.

Here are the steps you should take:

First, select a persona. As an example,
let’s use one of the three personas from the
hypothetical Nestlé list.

Julia, a recent college graduate and working
professional

Next, consider what experiences you
wish to observe. The persona offers hints, as
you know that she is probably in her early
twenties, well educated, and likely to be
working in an urban or suburban area. As
the following table suggests, you can plan
for your observations by thinking through
who, what, and where: Who is the per-
son, where might I find her, and in what

activities do I wish to observe her? For this



persona—Julia, a recent college graduate and data on all stages of Julia’s experience. You
working professional—your plan might look should expect to have to aggregate the
like this: information from multiple observations

to complete the end-to-end picture of the
Whom to Twenty-something females

experience.
observe alone or with friends . .
Here is a guide to what you should look
Where to In work environments, for in each stage:
observe suburban office parks,
nd urban plazas; in caf . ..
and urban plazas; in cafes, 1. What is the customer’s objective?

restaurants, and bars in and

What “job” does the customer want the
J
around those areas

) product or service to perform?
On the go while on com-

muter lines: subway, bus, or
driving alone or with friends

2. On the positive side: What pleases
or surprises her? What makes

her happy?
What to What does she choose for

observe “small indulgences,” whether
a snack, a small food treat, or
a beverage?

3. On the negative side: What frustrates
or annoys her? What compromises
do you infer based on what you
observe and what you know she is

Is she alone? How does she

interact with others? Can trying to do?

you sense how she feels or 4. As possible, understand the value that is

reacts to the snack? potentially created at each stage and/or
across stages

To learn more about “indulgent snacks”

for Julia, you need to map her behavior The next step is to use your data to
across the different stages of her experience develop insights about the persona. Carefully
as a consumer. You may be able to do so consider any unexpected or unusual behav-
with data from a single observation. ior, which may be an indicator of unmet
More likely, however, you will require needs. Focus on the underlying “whys” of the

multiple observations from which to gather behavior and create “insight candidates” in
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Objective —
job to be done

Pleased?
Surprised?

Annoyances?
Points of pain?

Trade-offs?
Compromises?

crisp framing, summarizing the insight in a

sentence or two:

In the voice of the persona, describe why:

+ I would rather do

but can't because ;80,1

compromise and do instead.

With these data, you now have insights
about Julia and can further elaborate her
persona based on your observations across

the experience:

I am pleased by

because .

I am annoyed because .
Aware Search Purchase

Enjoy Maintain Fltjeif:,a:)csee/




Now, in our hypothetical Nestlé
context, you have a window into Julia’s

world.

Jobs to Be Done
“Jobs to be done” is a useful framework and
technique to help you escape the confines
of an existing product or service. The
pioneering concept, conceived by Harvard’s
Clay Christensen, asserts that a given
product or service is “hired” to do a specific
job for the customer. For example, a com-
muter may “hire” Starbucks to provide her
with a convenient and flavorful first cup of
morning coffee, through a drive-through
or in the store. In this example, what the
consumer seeks is “good-tasting caffeine
quickly."*®

As Christensen writes, “with few
exceptions, every job people need or
want to do has a social, a functional, and
an emotional dimension. If marketers
understand each of these dimensions, then
they can design a product that’s precisely
targeted to the job. In other words, the job,
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not the customer, is the fundamental
unit of analysis for a marketer who hopes
to develop products that customers will
buy.”

Let’s imagine other ways that the con-
sumer might hire Starbucks to fulfill the job
of delivering good-tasting caffeine quickly.
Could the company sell good-tasting energy
drinks or caffeine tablets? Offer a line of
rich dark chocolates with different doses of
caffeine?

The jobs-to-be-done approach helps you
break down a given product or service into
its customer objectives—based components.
To do so, you analyze customer
observation data and consider

the customer’s behavior, either .
With few exceptions,

every job people needlor
want to do has @ social,
a functional, and an
emotional dimension.

with a specific product,

a specific experience, ot,

in some cases, across the
relevant part of her daily
life. Some people can do
this intuitively. For the rest
of us, we've outlined some

simple steps to use as a guide: The
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1. Briefly describe the current product, service, or experience:

v
2a. What are the jobs it performs for the
customer?

- Emotionally:
« Socially:
« Functionally:

3b. What are other, existing alternatives that
can provide the same or similar benefits?
? L

2b. How might the customer describe the
benefits it provides?

3a. Functionally, what technology and features
enable these benefits?

4. What new, potential concepts might disrupt the current product?

most important part of this work

is to make sure you and your colleagues
give sufficient time to discuss and explore
steps 1 and 2 in the framework depicted
above.

1. Review the observation data for the
current product and service experi-
ence. What works well? Do you see
behavior(s) that are unusual—for

example, is the consumer bypassing



prescribed steps or improvising in other

ways? What are the points of annoyance,

pain, delight, and/or satisfaction?

2. What types of jobs are being fulfilled?
What is the customer trying to achieve?
What do you see that meets his or her
emotional needs, such as indulgence,
increased productivity or efficiency,
or self-reinforcement? What social
interactions are involved? Is status
involved? Community? Functionally,

what is delivered:

Let’s bring this framework to life
by analyzing a familiar product: coffee
purchased at a Starbucks location:

Current benefits Good taste, aroma, a

and how they wake-up or energy

may describe it:  boost, easy access,
interaction with
“personal” barista,
convenient location

How benefit Caffeine, specific

is enabled, beans (aroma) and

functionally higher-than-required
heating, walk in or
drive through

Other current McDonald’s for conve-
products or nience and lower cost
services that The beverage 4-Hour

may provide the Energy—for an intense
same benefitor  ;ffeine boost

functionality Chocolate

In this deliberately simplified example,
each of the alternatives did in fact disrupt a
portion of Starbuck’s business. McDonald’s
grew their coffee business and captured
share by outperforming on convenience
and cost and achieving parity or better on
taste. Caffeinated energy drinks extend
the dimension of convenience by offering
grab-and-go (from your home)
portability.

Immersion Interviews

Immersion interviews provide a means by
which to have a more detailed conversation
with a customer target. The interviews can
be conducted in groups or individually.
Snap-On Tools regularly uses these
types of interviews to surface unmet and

unarticulated needs of its core customer, the

vehicle mechanic. Chief innovation officer

29
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Ben Brenton terms this approach “customer
connections” and describes it as one that
involves “forming a relationship with the
customer—listening to and observing the
customer to better understand their needs.
It's about getting the voice of the customer
to create insights that lead to opportuni-
ties. It is an interaction where you listen
to understand, not to educate or sell.
[The goal is to] understand unarticulated
needs, pain points, behaviors, attitudes and
motivations.™®

Through an immersive interview, you
also want to understand the broad context
in which customers and noncustomers are
making purchase decisions for a specific
product, service, occasion, or process. Here

are some examples:

Product or Occasion or
Service Process

An investment Planning and saving
account for retirement

A mobile phone  Staying connected

A bagel Eating breakfast on
the go

A laptop battery ~ Managing power

Notice that “occasion or process” links
closely to “the job to be done” sought by the
consumer. Because doing so helps you think
beyond a current product or service mind-
set, we recommend that you focus more
on occasion or process than on product or
service if your goal is to come up with newer
and more “breakthrough” insights.

Once you make the customer comfort-
able with the dialogue, you will want to
move on to questions focused on your spe-
cific objectives. For Snap-On’s Ben Brenton,
the questions typically focus on surfacing
unmet needs. In other instances, it may be
appropriate to focus on the purchase and use

of a product or service:

+ How do you become aware of a need
(for a product or service)?

+  What steps do you take to research and
evaluate alternatives that might fit that
need?

+ How do you compare the options you
surface?

+  When using [this product or service],
what frustrates you? What makes you
comfortable, satisfied, or excited?

+  What would cause you to consider using
more of it or using it more often? Or to
use less of it or use it less often?

+  What would cause you to stop using it?
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Example: How Saint-Gobain Used Immersion Interviews

Innovation leaders within Saint-Gobain Performance Plastics recognize the value of insight-driven idea generation.
Beginning in 2012, the company deployed an insights-driven approach to develop new ideas within each of their seven
business units across sixteen countries at fifty locations globally.

As part of this effort, business teams were trained in specific techniques for eliciting customer insight in thirty
different market applications. Innovation director Jean Angus fully appreciates the difficulty of capturing insightsin a
B2B environment: “In the B2B world, we face two difficulties. First, it is hard for current customers and noncustomers to
candidly share their strategic perspective. So we need to take the time to build trust and always approach the effort with
great humility. Second, for some in B2B environments, speaking with customers is not always a natural act. So we help by
building comfort, confidence, and skill among colleagues so that they can engage productively with the customer.""

Jean and her team trained internal teams and practiced techniques that were focused more on dialogue and
exploration than on“question and answer!” As Jean frames it, “Success flows from being able to ask the right question in
the right way. Listening is so important, and that is a skill that must be learned and practiced."®

Teams engaging with customers to develop new insights spend 80 percent of their time listening and 20 percent
asking questions. Their questions follow the creativity process of “focus, diverge, and converge.” They start with simple
background questions like “Tell me about your market space [your customers], [your value chain].” They follow up using
probing questions like “Is one more important than the other?”and “Why?”

Teams start divergent thinking using questions like “What are your main challenges?”They follow with such questions
as “How big a challenge is that for you? How so? | am hearing you say . . . Is this correct? Why else is this a challenge?”

Questions like “What would you like to see in your ideal world?” prompt customers to envision future needs. The team offers
information about trends and asks, “Could you think of any needs that may arise from any of these trends?” which also prompts
thought about future needs. If customers surface solutions during the dialogue, teams ask, “What would that do for you?”

The goal of these questions is to create comfortable customer dialogue that results in deep insight into customer
needs. The process ends using converge questions, such as, “If you could have any of these needs solved today, what
would they be?”"Then the teams highlight top needs.

Ultimately, over three hundred colleagues were trained across locations globally. More important, the effort moved
beyond a Saint-Gobain learning center and into the field, resulting in stronger relationships and new revenue from both

current and new customers.?'
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Netnography

Pioneered by Richard Kozinets, netnography is an inexpensive, unobtrusive, and quick technique to develop insight into con-
sumers on the basis of their online behavior.?2 He describes it as “naturalistic, following social expression to its online appear-
ances. It is immersive, drawing the researcher into an engaged, deeper understanding. It is descriptive, seeking to convey the
rich reality of contemporary consumers'lives, with all of their hidden cultural meanings as well as their colorful graphics, draw-
ings, symbols, sounds, photos, and videos. It is multi-method, combining well with other methods, both online and off, such as
interviews and videography."?

Netnography’s value to the innovator as a window into the consumer’s world will increase as consumer power increases
through the use of social media. Some posit that the “intention economy” will ultimately drive product and service providers to
respond to actual intentions of customers, broadening the range of economic interplay between supplier and consumer.?*

Broadly speaking, there is a four-step netnography process, which we have adapted from Kozinets:

Develop insights
within the context of
social interactions

Disclose and share
with participants

Design Observe and collect
research questions online interaction data

As you observe and analyze the online interactions, you must focus on the “what,"“how,” and “why":

¢ What individuals are saying online
e How they are saying it
e Why they are saying it



® . Insight Type 2: Market Discontinuities

Peter Drucker observed that “systematic innovation . . . consists in the purposeful and organized search for changes [that] . . .
asarule. .. have occurred already or are under way.”>> Changes, as Drucker notes, are the things that are already happening in
the world around us—things that you can see, observe, and learn about.

Hamel builds on Drucker’s notion, suggesting that by looking deeply within and across a wide variety of observable trends,
you can “understand what has already changed and [can] identify the portent of those changes” for your organization. In this
context, “seeing the future is not all forecasting and it is not all scenario planning. [Rather] it is imagining what you can make
happen, given what is already changing."*

Of course, many organizations, perhaps including your own, track trends. Insight-driven innovation, however, requires
more than “trend tracking” or exploring the implications of a single trend. To develop rich insight, you “must be informed by
[the changes in] trends in lifestyles, technology, demographics, geopolitics,” values, religion, regulations, and socioeconomics,
so that you can imagine the future. You can think of these changes as discontinuities.?”

Discontinuities can help you anticipate disruption. They are insights describing shifts that you can anticipate by looking at
the intersections of market, industry, regulatory, technological, demographic, and other trends.® As Hamel frames it, identify-
ing and understanding discontinuities allow you to develop proprietary insights (that is, the discontinuity) through publicly
available data (that is, the group of trends which suggest a shift). Discontinuities help point you toward the future you create,
rather than the one you “accept” by following others.

Getting Started: Discontinuities Lifestyles: shifts in fashion,

Because you develop discontinuity living }.mbits, popular You deVCIOP discontin u-
television shows ity insighfS based on

' nges
decreases or increases observation of chang

in the cost of spe- that are already

cific technologies, happening-
the emergence of new

insights based on observation of changes
that are already happening, you need Technology: observable
to start by gathering data about trends
across relevant areas. Typically, we see
organizations capture trends that reflect
shifts in the broad areas we mentioned

. technologies, shifts in the
earlier, such as:
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consumption of digital content, shifts
in specific areas of science within and
outside your industry

Demograpbics and socioeconomics: changes
in the composition of age, race, educa-
tion, mortality, and quality of living
within and across societies

Geopolitics: changes in power structures,
influence, and economies within a
country or region

Values: shifts in observed behaviors and
sentiment regarding “what is important”

Regulation: changes to regulatory structures
and rules

Religion: changes in formal or informal reli-
gious practices within and across societies

Industry (or market space): changes in the
structure and/or basis of competition,
including market share, profitability,
value chain, and leadership positions

Although it is often helpful to cap-
ture “shifts” across each of these trend
categories, you may find that in your specific
circumstance, you need to place more or less
emphasis on a given category and perhaps
modify how you define your categories of
interest. For example, if you are an NGO

seeking to use innovation to tackle challenges

of water scarcity, the Industry you focus

on might include other NGOs with activ-
ity in “water scarcity” as well as government
and for-profit organizations. At the same
time, Technology would likely be of critical
importance to you, and Religion, perhaps,
less so. By contrast, if you are working for an
automobile insurance company, you may pay
particular attention to the trends that point
to the unbundling and rebundling of your
industry’s legacy value chain.

To gather these data, you can likely turn
to internal resources, such as your marketing
research or strategy functions. Beyond the four
walls of your organization, you can quickly
find trends in general publications such as the
Financial Times, the New York Times, and the
Wall Street Journal; or, for a broader global
view, you might look at the Hindustan Times,
the China Daily, or the Jornal do Brasil. Within
a given area— Religion, for example—you will
find a plethora of online sites and publications
devoted to the topic.

With sufficient trends collected, you are
now able to look across the trend set to iden-
tify the themes that cut across trend categories.
Those themes may portend a current or
emerging disruptive shift.” Figure 2-2 pro-
vides one framework for synthesizing trends.
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Figure 2-2  Surfacing Discontinuities

Use the framework in Figure 2-2 as a
guide to post related trends in each of the
areas highlighted at the framework’s borders.
At the center, you would post “candidate
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Trends and Discontinuities

Technology Demographic

T >

FROM:

(current state)
Industry

—

mop L
(future state)

| N

l s

Regulation Lifestyle

discontinuities,” or disruptive shifts.
Subsequent to your initial efforts at synthe-
sis, you will need to subject each candidate

to more thorough discussion and subsequent
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vetting in the form of seeking confirmatory
(or disconfirmatory) evidence.
Your ultimate goal is to identify a small

set of discontinuous changes that have the

Type of Shift

From...

potential to significantly impact your organi-
zation and its current operating model. You
may identify potentially positive or negative

shifts, such as:

Technological

The Web-based Internet
Intelligence in computers

The Internet of things
Intelligence in all objects

Societal

Trust in institutions

The traditional (western)
family with two spouses

Distrust in all things institutional:
churches, corporations, governments
Single-parent households
Multigenerational households

Global trade and
politics

Outsourcing

BRIC (Brazil, Russia, India,
and China) as the develop-
ing world

In-sourcing
BRIC as rising regional and global
centers of influence

(Parts of) Africa as an emerging,
growing economy

Nature of product

Food as source of nutrition,
taste, and/or satiety

Food for improved health

You should note that the examples in the

table are not trends per se. Rather, the shifts
represent your view of what a set of related

trends suggest to you about relevant, poten-

tially disruptive changes within your market

and industry.

Taken together, customer insights and
discontinuities provide a rich, external per-
spective by which you are able to conceive of
new possibilities.

Now let’s look at additional techniques

for gaining a fresh perspective that is more



@ . Insight Type 3: Competencies and Strategic Assets

Looking at your competencies and strategic assets—rather than focusing solely on products, services, or businesses—
provides a perspective that forces you to think of the organization itself as deep, leverageable, and differentiated “know-how."
This view allows you to think more broadly about potential growth and provides one criterion by which to select and act on
strategy. It provides the logic of “why you can win” in a market or business in which you may not compete today.

The notion of competing on competencies was far from mainstream when Gary Hamel and C. K. Prahalad published their semi-
nal article“The Core Competence of the Organization.* Like other enduring management concepts, competence-based thinking has
its roots in Peter Drucker’s writings.>' And, like many management concepts, the term, concept, and framework are often misused.

Growth-minded practitioners have used this type of analysis to see new opportunities, reinvent their core business, and
enter entirely new markets. For example, Philadelphia-based utility PECO concluded that it could prosper by becoming a hyperef-
ficient, safe operator of nuclear generation. “Working to examine its hidden assumptions, PECO uncovered a core competency in
operating large, mission-critical infrastructure—a competency honed in time of crisis a decade earlier when PECO grappled with
bringing its own Peach Bottom nuclear plant into regulatory compliance. PECO emerged from the Peach Bottom process with
a proven ability to bring ‘problem plants’to high capacity performance with low operating costs.*? The strategy that resulted
from those insights into their core competency propelled PECO to an industry-leading position starting with the acquisition of
the troubled Three Mile Island reactor for just $23 million, a bargain in the world of nuclear generation assets. Eventually PECO
merged with Chicago-based Commonwealth Edison to become the largest producer of nuclear energy in the United States.®

internal to your organization, starting with core competencies. Use it to guide
core competencies. a dialogue:

As Hamel asserts, you can identify
your organizations core competencies 1. Benefit: What made the “significant suc-
by examining its most significant successes cess” possible? What value did we create?
within, say, the last five-year period. What benefits did we provide?
In essence, what you are doing is decon- 2. Enabling actions: What did we assemble
structing your successes into the specific and integrate to achieve success? An
elements and actions which enabled enabling technology or technologies? a
them ** Figure 2-3 provides a framework particular skill? Did we leverage a unique

you can use to surface your organization’s physical or intangible asset?
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What are five significant successes?

Select one that made a difference:

Innovator’s Field Guide

New Growth
Avenues?

Figure 2-3  Unpacking Your Core Competencies
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What you are doing in this part +  Better than direct and competence
of the dialogue is, as Hamel frames i, competitors: Does the competency make
looking for “a bundle of constituent skills us competitively unique? In what way(s)?
and technologies” that are fundamental + A gateway to new markets: To what extent
to delivering the benefit.”A core com- might the competency enable entry to
petence represents the integration of a new markets and/or help us disrupt the
variety of skills and it is this integration existing market(s) in which we compete?

that is the distinguishing hallmark of a
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core competence.”’ You will find that your assessment

3. Ladder it up—What does it help will not result in a yes-or-no conclusion.
you do? Looking across the enabling Rather you will likely find relative degrees
actions, how would you characterize this of strength. A core competency provides an
potential competency? What significant important strategic rationale for competing
company- or organization-wide ability or entering markets in a competitively defen-
do the enabling actions add up to? sible way. So when you are confident that

4. How robust? Did our potential com- you understand the competency, you should
petency provide a clear and compelling be asking yourself:
benefit to an end user or customer? Will
it still provide benefit to the marketplace What else might we do with this capability?
in the future? Does our potential compe- How would we use it to reinvent or
tency appear to be relatively unique, or improve our core business? How might it
can it be replicated easily? help us move to an adjacent market or a

new business model?
Once you identify a candidate core
competency, you should, as Hamel suggests, o000
objectively assess it against three criteria®:
Saint-Gobain's president, Tom Kinisky,
+  Customer value: Does it make a“dispropor- recognized early on that competencies are
tionate contribution to perceived value”? enormously helpful as a screen and filter to
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select specific ideas to pursue. In practice, as
training efforts unfolded, the innovation team
quickly recognized that a deep understanding
of their competencies was a prerequisite for
success in engaging customers in strategic dia-
logue. He found that an understanding of the
company’s competencies enabled productive
dialogue within each of his business teams
and ultimately led to much more attractive
opportunities. For example, one of the sig-
nificant successes in the business is that they
make over one billion bearings for customers,

and every single one is custom engineered.

Saint-Gobain teams began to detail
a specific competency (confidential to the
company) tied to this success—one sup-
ported by a“bundle of constituent skills and
technologies.” When they assessed it against
Hamel's suggested criteria listed above, they
understood that it was a strong and defen-
sible competency that would enable success
for a set of new products. Armed with the
competency perspective, teams could speak
credibly to ways in which Saint-Gobain
could address specific unsolved problems,

resolve trade-offs, and eliminate tensions.>”

@ e Insight Type 4: Industry Orthodoxies

Industry orthodoxies are industry conventions or paradigms that represent potentially ignored “rocks
worth overturning” to explore growth spaces or opportunities. To investigate industry orthodoxies is
to take the notion of “industry best practices” and turn it on its head, enabling you to see “white space”
opportunities with objectivity and clarity.

In the context of developing frame-breaking insights, we believe that employing a holistic business
model framework is especially useful in challenging existing industry orthodoxies to identify new, com-
pelling opportunities. In essence, the business model “describes the rationale of how an organization
creates, delivers and captures value!?® When you look holistically across the business model, it is easy to
spot the specific choices your organization makes to enable success. You can think of these choices as
orthodoxies—that is, their beliefs about what drives success.

We find it most beneficial to identify orthodoxies related to specific elements of the business model.
Alexander Osterwalder and Yves Pigneur describe the nine building blocks of a business model, which

we summarize next.>®




Who are your customers, and what

benefits do you offer?

+  What is your customer value
proposition (CVP) and “benefit”
offered?

+  Which segment(s) do you serve, and
what is your customer relationship with

each segment?

How do you go to market?

+  What is your value proposition to your
channel partner(s)?

+  What is the set of activities you
perform?

+  What activities are performed by
your channel partner(s) to deliver your
CVP?

+  What are your key partnerships, beyond

channel, that enable your success?

How do you capture value sustainably?
+  What are the revenue streams that
result from successfully delivering
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on your CVP and channel value
propositions?

+  What is the cost structure you require to
capture the revenue streams?

+  What is your source of sustainable

advantage?

The next table summarizes business
model choices of two highly successful
educational organizations. We are all
familiar with the Harvard Business
School (HBS), which enjoys a stetling
reputation, has a sizeable endowment of
nearly $3 billion, and, in 2013, charged
approximately $50,000 in tuition.* You
may be less familiar with Apollo, the parent
company of the University of Phoenix and
the largest private education provider in
the world. As of this writing, the for-profit
school has a total market capitalization
of $2 billion and a thirty-two-thousand-
member faculty who deliver online and

classroom courses. ™!
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Harvard Business School (HBS) Apollo-University of Phoenix
Who is the Individuals seeking the Harvard Business professionals (and their companies) seeking
customer, and educational experience and “brand” to advance their careers through education. The
what benefits do on their diploma and the contacts school accepts most applicants who can pay. Fits
you offer? and network it provides. HBS turns away around their work schedule—students take classes
customers. after work. Includes “lifelong learner” customers.
How do you go Customers come to HBS at a fixed Offers both online classes and classroom teaching
to market? location. through multilocation “campuses”including tradi-

tional office buildings. Presence in the United
States, India, Chile, Mexico, and the United Kingdom.

How do you Tuition, continuing education courses, and  Fee-for-courses model. Primarily utilizes high-quality

capture value publishing revenue models. Corporate but unknown instructors, some with only under-

sustainably? and alumni donations create and sustain graduate degrees. Makes extensive use of federal
the largest endowment among other pri- education grants and loans to individuals.

vate, nonprofit institutions. “Star” professors
publish and actively consult to major
corporations globally.

As you can see, each organization

Getting Started: Developing High-Impact
Orthodoxy Insights

has achieved success by operating

under a set of specific and dif-

fering business model choices. Itis easy to see orthodoxies in organiza

Your organization also tions with which you do not compete or

Often organizations
are so conditioned to

"the way things work made choices abour its regularly interact. We have found, how-

around here " that they business model. By explic- ever, that teams tend to struggle to identify
are blind to other poten- itly surfacing those choices, orthodoxies inside their own industries.
tial avenues of gr owth. you can identify orthodoxies Often FheY are so condmone(i to“the

for you and other organizations way things work around here” that they

operating in your market space. are blind to other potential avenues of



growth. Several techniques can help you

unpack your orthodoxies.

Ask yourself,“What would our
organization choose not to do?”

Recall that orthodoxies represent
business model choices. HBS chooses to
emphasize the reputation of its professors
as one means to promote its brand and,

separately, to limit its physical campus to
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Cambridge, Massachusetts. HBS would not
do any of the following:

+ Admit everyone who applies and can pay
for a course

+ Allow students to attend classes virtually
as a regular practice

+  Teach students in suburban office buildings
scattered throughout the United States

+ Declare that it is a “for-profit” institution.

Given “the rules we play by,” what would we NOT DO
as we continue to play by those rules?

Who? Why?
Our CVP Routes to Market Value Capture
- Benefits «Value proposition to channel - Revenue streams
- Segment(s) served partner(s) - Cost structure
+ Relationships * Activities you and channel - Source of advantage
partner(s) perform to
deliver your CVP
1. 1 1l
2 2 2
By 3 3.
4. 4 4,
5% 5 )
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Once you have surfaced underlying and explore it further, explicitly identifying
orthodoxies, you can select a particular new opportunities you might potentially
practice (something you would not do) pursue:

Innovator’s Field Guide

e thing we would not do:

White space
Opportunities



You can use such a set of frameworks
in an internal discussion or meeting with
colleagues or in an external discussion or
working session with trusted suppliers or

even customers.

Identifying orthodoxies through desk

research or internal dialogue:

+ Review analyst reports on the industry,
your company, and competitors. Take
note of the implicit and explicit assump-
tions being made about the industry and
organization.

+ Review mission statement and vision.
Look at how your company and its
competitors are portrayed (for a public
company;, refer to the 10K or annual
report). Understand the relative empha-
sis of technology, channels to market,
and customer segments served. Review
the relative importance of alliances and
partnerships.

+ Interview employees, both longer
term and those new to the organiza-
tion. These discussions can point you
toward orthodoxies. You may find some
of the following questions helpful in the

discussions:
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Newcomers:

+

What approach to our [markets,
customers, or business] surprises
you?

Which practices are holding us
back?

In your (short) time here, have you
encountered any “sensitive topics”
that lead you to conclude that it is an
“undiscussable” subject? Why?

What would you do differently?

Longer-term employees:

+

Why do you think that our
approaches to our [markets,
customers, or business] are sources
of strength?

Why and how do they help us win?
What is the underlying belief or
key success factor implied by those
approaches?

Identifying orthodoxies through analysis

of analog competitors:

+  We define “analog competitors” as

organizations that have business model

elements that may serve as helpful

pointers to productively overturn one



or more of your industry’s orthodox- industry. They are the rules by which you

ies. Analog competitors may not compete and (try to) win. Potentially, these
. compete with you directly or rules are also “blinders” to alternative ways
Orthodoxies ar.e beliefs coripete wit)fll you ' of competing. ’
about what dri V?S at all. In fact, by definition, '
success in your industry. analog competitors play by A thorough orthodoxy analysis surfaces
They are the rules by a different set of rules, rela- tf‘le erduStermI}‘:s orfdlcl)gm?;hat yourhoria‘
which you com pete an d tive to the orthodoxies in 'mz'atflon and others Ioflow. YOI'H o'rt odoxy
; Al your own industry. insights suggest that your organization may
(try to) win. Potentially, be blind to a particular way of operating,
these rules are also . A brief reminder: looking at one or more analog competitors
“plinders” to alternative may be helpful to stimulate and reframe
ways of Competing, Orthodoxies are beliefs about your thinking.
what drives success in your Let’s look at a few examples in this table:

Surfacing Orthodoxies via Alternative Models

Industry and Company Orthodoxy Insight Alternative to the Orthodoxy
Consumer electronics—Samsung, LG, We sell a product enabled by (often Apple: We sell an experience enabled
Lenovo, Dell parity) technology to provide specific by technology to delight and engage.

functionality.

Automobile insurance—Allstate, Allianz, We sell a product that the consumer Progressive: We offer you a “smart

State Farm is required to buy by law but that is choice” that saves you money while
not one for which consumers have a bundling additional protection into
strong emotional desire. the product.

Banking or finance—Chase, Standard We provide the funding and financial ~ GE Capital: We provide the basics (like

Charter, Citibank services to help grow medium-size Chase) and also help customers improve
and small business. their business operations through our

world-class capabilities in Six Sigma,
quality, and operational improvement.




As the table suggests, you identify analog
competitors by thinking about companies
in and outside your industry that play by a
different set of rules. In the following table,
we offer a starter list of examples of distinct
“rules” and suggest a few analog organiza-
tions for each. Although not all of these

examples will be relevant to your particular

Using Analogs to Challenge Orthodoxies
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circumstance, we have found that several
among them fit many situations. Using these
examples, you can work in a small group or
by yourself to select the appropriate analogs
and then ask, “What would [analog competi-
tor] do differently if they were attempting to
enter our markets? How would they serve
current or new customers differently?

Business Model Habits:

Winning Through... Analog Examples

Great consumer experience Ritz-Carlton Hotels, Four Seasons Hotels, Disney World,
Coast Capital Savings, Apple Stores

Web retailing Amazon, eBay, Progressive, Alibaba.com

Hyperefficiency McDonald’s, Wal-Mart, Apple*

Information and Big Data American Express, Capital One, IBM, Accenture

Natural, organic Aveda, Whole Foods, Natura

Integration of services with GE Medical, Siemens Medical, IBM Global services and

products consulting, UPS delivery services and logistics expertise

Risk management and mitigation  State Farm, Allstate

*Apple is consistently rated as having the most efficient end-to-end supply chain, outperforming

Dell, among others. For example, see the Gartner Group, “The Supply Chain Top 25,"2012,

http://www.gartner.com/technology/supply-chain/top25.jsp.
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These examples are intended to illustrate the concept and application of analogs as
a technique to guide you in challenging and overturning business model orthodoxies.
Obviously, there are many types of business models with additional, different elements.
You will need to identify the analogs best suited to the customer problems or issues you are

looking to address.

® ¢+ Insight Type 5: Seeing and Mapping White Space

We define white space as new growth spaces (not yet specific opportunities) within the core business,
adjacent to it, or entirely outside of it. Success in any of these new possible growth spaces requires
meeting an unmet or unarticulated need and/or resolving a significant customer trade-off or tension.
Further, capturing white space within the core is typically enabled through overturning established
orthodoxies.

Think of it as playing by a new set of rules. Adjacent and noncore white spaces are almost always
opened up by pivoting to new areas based on a core competency and/or a strategic asset.

You can begin to identify potential white space by using the four insight areas we've already
discussed: customer insights, market discontinuities, competencies and strategic assets, and industry

orthodoxies.

Using the Jobs-to-Be-Done Framework to Identify White Spaces

Recall that the jobs-to-be-done framework helps you escape the confines of an existing product
or service. By focusing not on your existing product or service but on the job the customer is
hiring you to do, you escape the mind-set of served markets and existing products. You focus
on the outcome the customer seeks. As you develop alternative jobs you or others could per-

form for the customer, you can map them:



Traditional | ;
Our Coran Ieltitors Nontraditional Potential
Choices P Competitors White Space
and Peers
Who is our . . . .
customer? o o o .
How do we . . . .
go to market? . . . o
How do we . . . .
capture value? c c c .

Your objective using this framework
is to explicitly depict the business model
choices (that is, orthodoxies) for your
organization, its traditional competitors,
and, as possible, competitive newcomers
who may be entering or adjacent to your
market space. You can then explore new
ways you might compete by breaking with
one or more current industry practices in

order to solve a customer problem in a new,

value-adding way—the question being
posed in the fourth column of the frame-
work in the figure.

For example, consider the financial
services market for small and medium-size
businesses. Mainstream players like Chase,
Bank of Montreal, and Deutsche Bank pro-
vide funding and financial services to help

grow and sustain their customers’ business.

So does GE Capital.
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Recently, GE Capital has moved into
an adjacent white space—helping “take
on their toughest challenges” and improve
their customers’ operations through their
world-class capabilities in Six Sigma,
quality, and operational improvement.*
GE innovators knew from their own expe-
rience that these operational disciplines can
unlock significant value in any organiza-
tion. They could see an unmet need to do
so in the small and medium-size business
market. And they knew that they had the
core competencies in operational improve-
ment within and across the broader GE
organization to deliver.

Starting with the logic framed in the
figure just presented, they were able to
see the opportunity to deliver more value
to the core market in competitively
advantaged ways. Implicitly if not explic-
itly, they must have asked these kinds of

questions:

+  What are the broader set of
customer problems and challenges
in growing the business beyond
financing?

+  Are there additional services we can offer

that our competitors cannot?

Using Customer Insights to Identify
White Spaces

Sometime back, a B2B company conducted
observations, immersive interviews, and
experience mapping within one of their
segment customer groups, heavy manufac-
turing. Historically, their existing customers
were purchasing component products from
competitors and from the B2B company
and integrating the products into a par-
ticular solution. As the insight team went
further into their work, two critical insights

emerged:

+ The customer’s tendency to purchase
components from several suppliers was,
in some cases, driving unneeded com-
plexity and higher costs for the custom-
et’s operations.

+ The customer’s customer was increas-
ingly searching for solutions with
built-in intelligence and smarts. That
is, they wanted their products to offer
ever-increasing self-diagnosis and self-
management with regard to maintenance

and upkeep.

These two insights led the B2B insight

team to create this white space map:



Self-monitoring offerings:
Empty space (or null set)

Intelligent

A

A few “non traditional”
competitors were beginning
to emerge here

Components <

B2B company and its direct competitors

played here

The map makes it clear that none of the
major competitors were competing in the
top portion—the “space” in which customers

appeared to have the most pain. The B2B

Dumb

opportunities.

£ i
=  Solutions

team was then ready to develop specific ideas

regarding how it might capture white space
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Key Take-Aways

«  Keep the principle of Innovation = New Learning central to your efforts. Structure your efforts to acquire new

learning through new insights relevant to your particular innovation objective.

«  Unpack orthodoxies and look at “jobs to be done” as ways to gain new insights, although there are many others at

your disposal.

«  Aim your insight efforts within boundaries shaped by a particular challenge, ideally one of strategic importance. As

you do so, maintain a holistic view of the business model (or individual business concept) as a central focus of your
work. In particular, understand how the new insights you develop may lead you to concepts that target different

“who, what, and how” elements of the business model.

«  Earn the right to ideate by developing frame-breaking new learning (new insights) first, before you develop ideas.

You can develop ideas based on a single type of new insight or based on combinations of multiple, relevant,

frame-breaking insights.

«  Use frameworks to guide your efforts and to frame dialogue. Think of them as scaffolding to support the hard

work of stretching the imagination—yours and your organization’s. Avoid thinking of them (or using them) as
“templates to be filled out to get to the innovation answer.” One of the keys to good innovation outcomes is to
translate new learning into new ideas and opportunities. The frameworks are a means to an end rather than an

end in themselves.



Enabling Breakthrough Innovation

I need strategic innovation—innovation that is coherent and hangs
together.

My (CEO or leader) says he/she wants to disrupt the competition . . .

How do I do that?

What are the opportunities for me to lead disruption in my
market(s)?

I want to identify, capture, and defend new “white space”
opportunities.
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Use the
intersections
of insights
to stimulate
substantially
new thinking
and ideas.

Insights are foundational to innovation.
They help you “think different” in three
important ways. You can use your
insights to

+ Generate initial ideas. You know from
Chapter Two that insights give you the
right to ideate by helping you develop
new perspectives about your customers,
market, and company. In this type of
ideation, you use insight intersections—
combinations of insights to stimulate
thinking and generate substantially

new ideas.

Identify specific, breakthrough white
space opportunities and build an associ-
ated pipeline of new product and service
concepts that enable you to capture and
competitively defend your white

space. We refer to this technique as
domaining,

Develop a strategic logic that brings
coherence and focus to your innovation
efforts over time, allowing you to aim
them at the most promising oppor-
tunities. We and others describe this
technique as creating an innovation

architecture.’

Enabling Breakthrough Innovations Through Insight Combinations

Combinatorial Power of Insights: Identifying White Space Opportunities at Ericsson

Global telecom giant Ericsson deploys a multifaceted, strategic innovation process to identify and act on breakthrough white

space opportunities. Their approach has the goal of “using innovation to empower people, business, and society within an

envisaged ‘networked society’ that is sustainable and where everything and everyone that can benefit from a connection will

have one.?

Ericsson’s M-Commerce services portfolio, a next-generation mobile commerce solution, was launched in 2013 after a

period of under-the-radar, in-market experiments. Through the service, consumers with access to a mobile device but without

direct access to a financial institution can conduct Web-based financial transactions safely and securely. The business also

serves Ericsson’s operating customers, helping them capture additional wireless revenue.

Here is a closer look at the foundational insights for this breakthrough opportunity.
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Industry Discontinuities

Innovators looked at several trends that, taken together, signaled potential disruption.

¢ Industry forecasts projected that there would be fifty billion connected devices by the year 2020.

e Global consumer data showed that whereas 1.5 billion people have a bank account, there are an additional 1.7 billion
consumers who have phones but are not customers of any financial institution.

¢ A substantial number of consumers are using services from the telecom operators whose charging and billing systems are
provided by Ericsson.

Realizing that there might be a substantial segment of underserved, underappreciated consumers seeking help with basic

financial services, Ericsson explored further, focusing more intently on these consumers.

Consumer Insights—Unmet Needs and Jobs to Be Done

As the team dug deeper, they discovered a global pattern of migration of unskilled workers to the developed world. This work-
force regularly wired money back home.

Ericsson surfaced several pain points in the current way money was sent: Mail was unreliable and far from secure. Wire
transfers were expensive, and users were too often not treated with respect and dignity. The consumer was not fully in control
of the process.

There had to be a better way: a business model that would remove consumer frustration and help operators provide
new and better features, one that was a good fit with Ericsson’s competencies and strategic assets, one that challenged both

Ericsson’s and the money transfer industry’s orthodoxies.

Core Competencies and Strategic Assets

The company worked with many different telecom providers—companies like Vodafone, China Telecom, and others—with which
they had strategic relationships and underlying technologies and know-how specific to the interoperability of disparate telecom
systems and infrastructure globally. Although Ericsson was not the market-facing entity providing wire transfers and other
M-commerce services, their technology and enabling support was and is critical to the secure and speedy delivery of those services.
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Industry Orthodoxies

Historically Ericsson sold equipment and enabling software. In this context, their industry orthodoxy might suggest that

“we are not in services.” Yet, in many of their strategic relationships, Ericsson adds tremendous value in services to its telecom
customers. More recently, the company has been offering strategic innovation consulting to companies inside and outside of its
core industry.? This experience led the team to consider other ways in which they could add value through services in this domain.

The M-Commerce opportunity started with the initial findings that shaped the discontinuity insight. As the team dove
deeper, they reached the “oh yes” moment in which they began to “think different” about what the opportunity could be. We
see the opportunity as emerging from the intersection of the insights—the combinatory power of insights—as depicted here:

Industry Discontinuity Operator Insight Consumer Insight
Today: Financial services Help me serve the broadest Respect me and keep me in
transactions for banking spectrum on M-commerce needs. control as | safely and securely
customers only Help me enable smart conduct mobile commerce.
Future: M-commerce for the cross-promotion and serve bundling
other 1.7 billion people that my consumers want and need.
ERICSSON |
Ericsson Competencies and Orthodoxies
Strategic Assets We are an equipment company.
. Relationships with telecoms globally We do not serve end consumers.

« Unique interoperability know-how
« Ericsson electronic wallet assets



Domaining: Building a Pipeline
of Related Concepts

We define a domain as a portfolio of specific
product and/or service concepts, each of
which provides the same customer (or
consumer) benefit. A well-crafted and well-
executed domain carries with it a cumulative
logic, encompassing specific opportunities
and specific enabling actions required to win.
Note that you need not engage in
‘domaining” to develop an interesting opportu-
nity and bring it to market. Domaining helps
you pivot off of the one-off innovations that
too frequently flow from many new product
development (NPD) processes in both B2B
and B2C settings. Whether or not you want
or need domain development as a part of your
innovation work will be situationally specific.
Use the domaining technique if you would

like your new product or service efforts to

+ Tell a growth story, based on an insight-
driven point of view regarding how and
why you are going to occupy and defend
the white space over time.

+  Ensure that your growth efforts inte-
grate a top-down, strategic view and a
bottom-up view that details both the

specific opportunities you will
pursue and the actions you

will initiate to realize I
A well-crafted and well-

executed domain carries
with it a cumulative
logic, encompassil.qg
specific opportumt_les
and specific enabling |
qctions required to win-

those opportunities.

+ Place importance
on creating and
dynamically man-
aging an integrated
set of actions that
support your NPD
efforts, explicitly con-
necting short-term and

long-term actions.

Domains help you tell a growth
story to build coherence in your NPD efforts.

Recall that a well-crafted and well-exe-
cuted domain carries with it a cumulative
logic, encompassing specific opportunities and
specific enabling actions required to win. The
leaders guiding Shell's GameChanger process
cite three reasons for using domains to target
breakthrough growth across their organization:*

+  To connect the shorter term with the longer
term, implicitly bringing logic and coherence
to a set of related opportunities.

+ o link strategy and technology. Most
Shell GameChanger projects have a
proprietary technology within them.
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+ To connect bottom-up with top-down
innovation efforts, each of which are
initiated by different teams, sometimes
without explicit awareness of each
other.

UnitedHealth Group (UHGQG) also
uses a domain-centered approach to guide
their development of breakthrough inno-
vation, aiming their efforts at the most
important strategic challenges. They do so
by applying insight techniques to shape a
point of view about the most compelling
customer problems they might solve, the
orthodoxies they could productively over-
turn, and the competencies and strategic
assets that would enable new growth. For
example, their consumer-based domain
is exploring ways to “help people live
healthier lives.”

Unlike the more traditional approach to
product road mapping, domaining requires
you to ensure that each opportunity within
a given portfolio is helping you advance
toward the same destination, your North
Star. We often find that an NPD pipeline
for a given business unit contains decent
and sometimes quite compelling opportuni-

ties. Too often, however, these opportunities

are not strategically connected. By contrast,
domains drive you to tell a strategic growth
story rather than merely providing a set

of opportunities that are only somewhat
related.

Let's look at an example of a success-
ful domain and then describe the steps you
can follow to create a domain (or domains)
relevant to your context.

Crayola uses the domaining technique to
fill its pipeline with new growth opportuni-
ties. They began by developing foundational
insights that helped them greatly expand
their notion of the potential products, mar-
kets, and even industry in which they com-
peted. As you read in Chapter Two, among
their new learning was the tension felt by
the child’s caregiver between, on the one
hand, her desire for the child to have a fun,
immersive, self-directed experience and, on
the other hand, her (understandable) worry
about the situations in which the child can
do this. Such experiences were achievable if
she could attend to the work with her child,
but were more problematic when she could
not (for example, when driving, or preparing
a family meal).® These and other insights led
to new growth domains, including the “No

Limits” domain depicted here:



Complexity

Crayola “No Limits”

Color and paint
any time | want,

XXX
unencumbered—
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N
V4
Time

Adapted from “Directed Innovation Mapping,” in Business Leadership Forum, Innovating the Business Model While Sustaining Core
Performance (Arlington, VA: Corporate Executive Board, 2008), 65-98, and interviews with Crayola innovation leadership,

June—August 2013
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Let’s take a closer look at the construct.
For Crayola and other organizations, the
domaining framework is enormously helpful
in conceiving of and acting on breakthrough
opportunities. The two dimensions of time
(x-axis) and complexity (y-axis) guide teams
to think about the appropriate sequence of
each concept, providing a longer-term view
of specific, discrete product concepts that
can be brought to market over time.
At the upper right, the innova-
tion team frames a longer-term,
Domain development
allows you to proactively

benefit-based destination for

the domain—an aspiration

drive new offerings AND or dream space. The dream
i underlying tech- space acts as a North
TF Star, guiding development
abilit '8 g p
nology and cap 4 efforts.

development agenda. Note that the domain can

have more than one “path” in
its migration description. Multiple

paths can work “future back” from the
North Star aspiration. These paths represent
domain-specific dimensions of innovation
and competitive advantage that the teams
are trying to develop. Each path is populated
with specific product and service concepts.

A Corporate Executive Board study
documents the Crayola story, correctly
noting that the platforms represent dream

spaces that “will often require stepping
outside of the product categories and busi-
ness model to which the company is accus-
tomed.”” Using the domaining technique,
the company is able to deploy staff to those
opportunities that are ready for execution,
while simultaneously looking ahead to
capabilities that they will need to develop
to enable the fulfillment of future potential
opportunities that are more of a stretch. The
technique also allows Crayola to manage the
development of technologies to enable it to
migrate toward the targeted dream space.®
Ericsson’s M-Commerce opportunity
enables the company to bring a benefit-based
portfolio of products and services to the
market over time, as depicted in the Ericsson

M-Commerce Business Portfolio image.

Insight-Driven Domain Development

You can develop a domain with inputs from
different types of sources: insights and/or

areas of strategic importance.

+ Insight-driven domains are developed
from a subset of the ideas generated
through the combinatory power of
insights—insight collisions—as we saw
in the Crayola and Ericsson examples.



Ericsson M-Commerce Business Portfolio
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Note: Ericsson’s migration map reflects those products, services, and enabling actions that are visible now in the marketplace. For reasons
of confidentiality, we have not described details on planned and funded actions that will be rolled out in the following years.
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+ Areas of strategic importance can point
you toward potential domains—or, at

least, focus your insight efforts.

The most effective way to create domains

is to build on a strong foundation of insights.

As we've said elsewhere, insights give you the
right to ideate. Why? Because the insights
are developed in the context of a broad
objective focused on a particular challenge,
such as UHGs strategic focus on “helping
people live healthier lives.”

Sharing Insights and Sketching
Out Possible Domains

In practice, this type of insight-based
ideation process is structured as a set of
steps, the first of which is to share the
insights prior to generating ideas and creat-
ing domains. Include the insight team and,
as possible, other internal colleagues with
relevant expertise, skills, and passion.

Look at useful collisions of individual
insights to stimulate thinking about new
growth opportunities. You can capture
the ideas resulting from the collision on a
simple Excel spreadsheet or with other such

software,

The initial idea sets will not be fully
detailed business concepts. Rather, they are
likely to be fragments of detailed concepts
based on the inspiration of a particular set
of insights. Transforming the fragments
into candidate domains is a creative exercise

executed with these steps:

1. Review all the idea fragments to look
for themes and threads that represent
interesting growth spaces (potential
domains).

2. Once you have candidate domains in
mind, for any given domain of interest,
begin to detail your view, asking yourself
these questions:

+  Who is the customer or consumer
target? What is the problem the
domain addresses? What tensions
are resolved? What benefit or value
is delivered?

+ How does the customer solve the
problem today? What do they
do? What benefit or value do they
receive from this choice?

+  Why might we be a better solution
or alternative? Why might we
be able to provide or deliver a



step-change improvement over
what happens today? What will
be better from the customer’s
perspective? What is our source
of advantage?

+ How big might this domain white
space be? What is our rationale for
our view on size of the space?

3. Select a smaller number of domains on
which you will elaborate more rigorously.
The appropriate number of priority
domains for further investigation will
vary by organization and circumstance.
Also, you may find that some domains
warrant combination due to similarities
in benefit or because combining related
propositions yields an enhanced single

proposition.

Once you have developed your candidate
domains you will be ready to select the most

promising domains for further elaboration.

Elaborating and Assessing Your
Domain

After you select one or more domains that
appear to offer high potential, bring them to

life through more detailed elaboration. As
you detail the new domain, you will find that
there is much you do not know about the
opportunity space it represents. Therefore,
you may need a few weeks to fully describe
and investigate the domain with clear and
strong business logic.

You can use the domain elaboration
framework shown in the next image as a
guide for considering or discussing your
initial views and examining unknowns and
uncertainties that may surface. Begin by
describing the domain from the customers’
perspective: specify the target customers,
consider the problem they are facing and
how they solve the problem today, and form
your view regarding why your solution will

be different enough for customers to care.

Assessing Capabilities and Competitive
Context

With an initial view of the customer prob-
lems and tensions you address and the value
you might provide, you should next deepen
your understanding of how you and both
traditional and nontraditional competitors

would attempt to win in the domain. The
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Domain Elaboration

Domain Title:

Elevator Description:

Value Proposition
Who is the target customer?

Differentiation

How will this be better than currently
available solutions?

What is the problem we solve for the customer? What unmet

needs does the customer currently have?

How will we win with this domain?
What is our source of advantage?

What are we providing with this domain? What is it about?

What benefits will this provide? Why will target customers care?

next table lists helpful questions to frame
your dialogue.
Take note of the questions on unknowns

and risks:

Unknown refers to a knowledge gap—an
issue that may be unclear in regard to
the extent of internal capabilities and/or
the availability of technology and IP you

might license from the outside.

Risks are issues you see cleatly, such as an
economic shock beyond your control,
and other risks that can be mitigated
(for example, by learning more about the
potential for customer acceptance).

“What must be true” for your domain to
succeed means,“What must go
right for us to win?” instead of the more
typical mind-set of “What could go

')"
wWro l’lg.
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Domain Assessment Questions-I: Differentiation and Advantage

Competition e Who are the current players in the space?
¢ What are the current available offerings to customers?
¢  Where do current offerings fall short of customer needs?
¢ Who are the possible future entrants, and what might they bring to

the space?

Differentiation ¢ How, specifically, will we differentiate ourselves in the space? What
will we bring that others do not?
¢ What are our short-run advantages over existing solutions?
¢ How will we maintain differentiation over the long run and sustain

advantage?

Capabilities e What capabilities and assets do we bring that are valuable to

the space? What gives us permission to play?

e Which capabilities and assets are unique? Why will we win
over time?

e What capabilities that are required to win do we lack? How can we
fill those gaps?

e What internal challenges will we have to overcome to pursue this
domain?

Risks and Unknowns e« What must be true for us to succeed in this space?
¢ What are the most central unknowns for us in successfully pursuing
the domain?
e What next steps would help close the knowledge gaps with regard
to those key unknowns?

You may find that as you and new capabilities, you are iteratively
explore your domain by discussing refining your initial take on the
the nature of the competition, sources of target customer and potential value

advantage, and both existing proposition.
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Understanding the Economic Physics
of Your Domain

At this point, you are trying to get a sense of
“how big is big” relative to your domain, with
particular emphasis on determining that the

domain is big enough to matter for your

particular context. You are not aiming for

“audit-ready” financials in any way. You only
want to focus on the physics of the economic
model (the important drivers of revenue,
growth, cost and profit) for the domain and
understand its overall market potential. This
table offers a few important questions to

guide your team’s discussion:

Domain Assessment Questions-Il: Economic Attractiveness

Our Economic e What is the likely (or most attractive) business model we will use to drive
Model economic value for ourselves in the space? Are there multiple models?
o How, specifically, will we realize economic rents for value provided in the

model?

¢ What assumptions are we making that have to be true for this to be

realized?
Market e What is the evidence or case that the space is large?
Potential e How large is the market we are looking to address?

e How or why is the benefit we are offering to that market substantial?
Can we capture a sufficient portion of the addressable market?

¢ How can we make the space bigger and even more attractive for
customers and for ourselves?

e How high is up for us? What is the underlying logic to our view?

Building on Osterwalder and Pigneur’s
conception of the business model, these
questions on economic model and market
potential are intended to guide you in advanc-

ing your framing and your dialogue about the

domain space. As we will assert repeatedly,
the tools and frameworks described through-
out the book are intended to help you focus
your learning process and dialogue effectively.
This is not an exercise in template filling!



Migration Maps: Sequencing Your
Efforts Smartly

Recall the definition of a domain: a port-
folio of specific product and/or service
concepts, each of which provides the same
customer (or consumer) benefit. Of course,
you will not act on all opportunities within

the portfolio simultaneously. Rather the

Starting Point
Setting the
destintion

Short Term
Next 18-24 months

o Market-Facing
(] o
g€ Opportunities

c
o

=

©

L

°2

5 Supporting
< Infrastructure
-

o

c

=

8

: ey

g- Capabilities/
a

Technologies

Figure 3-1 Developing Migration Paths

opportunities will be time sequenced, based
on such interdependencies as customer
acceptance, evolution of technology, develop-
ment of a given distribution channel, and
scale of investment,

It is important to be thoughtful about the
sequence of migration, so it can be helpful to

use a framework such as the one in Figure 3-1.

Domain Ambition

3-5-year time frame

Medium Term Long Term
24-36 months 36 months +
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To construct the migration map, work
from the “future back,” starting with your
North Star ambition. Of course, the time
frames shown on the map are illustrative
and highly dependent on your innovation
objectives and company context. In the
energy industry, for example, the migration
map might depict a ten- or even a twenty-
year migration. In consumer products and
high tech, the time frames are no longer than
three to five years and, in some instances,
could even be shorter.

With your initial ambition declared,
you should consider the specific opportuni-
ties that belong on the map. The ideas you
used to create the domain are a great place to
start. Review each opportunity and consider
whether it

+ Is delivered to a target segment you
already serve

+ Requires an existing or new channel to
market

+  Uses existing technology or requires new
technology

+ Requires a partner to develop the prod-
uct and/or bring it to market

+ Depends on another concept within the

domain to be commercialized first

As you develop greater clarity regarding
the time sequence of opportunities, you
will start to surface other enabling actions,

such as the

+ Supporting infrastructure required,
including information systems, channel
distribution support, and training for
your (direct or indirect) sales force

+ Capabilities and technologies that
support a specific concept(s) and a view
regarding whether you will rely on new or

existing internal or external technology

As you iterate and identify “enabling
actions,” your understanding of the domain
will mature. As a result, you will modify and
evolve both the sequence and specifics of
actions and opportunities on your migra-
tion map. You may find that additional ideas
either emerge from your discussions or are
pulled from your initial idea generation
efforts. These changes are a natural outcome

of rich discussions and should be welcomed.

Selecting Early Opportunities
for Opportunity-Level Elaboration

Once you create the domain and populate

your first version of the migration map with



notional product and/or service concepts,
you may then want to move to focusing on
one or more eatly opportunities as your
starting point for making the domain even
more tangible and actionable.

Assess several opportunities or potential
actions qualitatively. Use specific criteria

such as these:

+ Customer benefit and problem: How
well does the opportunity or action
deliver on the core benefit of the
domain? How well does it address the
customer problem or resolve a significant
customer tension?

+ Competitive advantage: What are the
sustainably defensive advantages you
bring to this opportunity? Examples
might include brand, channel,
customer relationship, or proprietary
technology.

+  Size of prize: How big do you think the
specific opportunity could be? Typically,
you would base your estimate on a view
of how the target customers for your
opportunity solve the problem today
through other means.

+ Timing: How soon might you be in

market? What is the time to value?
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+  Gateway: Is this a logical first step as a
gateway to developing additional oppor-
tunities within the domain? Does it
provide valuable learning and experience
toward another (larger) opportunity on
the migration path? Are the prerequisites
in place? Is this opportunity dependent
on other capabilities or opportunities?
Why is it logical to start here?

+ Barriers to success: What gives you
pause? What might make this opportu-
nity difficult?

Of course, further elaboration and
assessment of any individual opportunity
will be required. The criteria here are simply
guides for assessing which of those oppor-
tunities you might want to frame and assess

first or “next” as the case may be.

Bringing Strategic Focus
to Your Efforts: Innovation
Architecture

United Health Group aims its innovation
efforts broadly through its strategic aiming
point of “helping people live healthier lives.”
As we mentioned at the beginning of the

chapter, there is another technique you can
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use to bring strategic focus to your
innovation efforts: innovation
Innovation architecture architecture.? The architec-
represents your pro-
prietary point of view
regarding how you want

to innovate to win.

ture provides a blueprint of

sorts to guide your efforts.

It informs broad boundar-
ies within which to focus.
It also speaks to particular

dimensions on which you

believe you can compete and win.

Your innovation architecture represents
your proprietary point of view regarding
the future you wish to create. You base the
architecture on a shared view of the underly-
ing insights and a view of your most promis-
ing new growth domains. A good architecture
implicitly or explicitly speaks to the benefits
you are delivering and the unique competen-
cies, know-how, and assets that help you

compete and win sustainably.'’

-
Example: Apple

As context, let’s remind ourselves of Apple’s portfolio, circa 2013:

billion unique downloads—ten billion since 2010.'

Impressive to say the least.

also shaped and promulgated by others.

e Overone billion TV show downloads and 380 million movie downloads'"
e A profit pool share of 45 percent' for personal computers and 69 percent for mobile phones™
¢ Nearly six hundred million unique iTunes accounts with an average profitability of $40 each' and over twenty-five

If you look closely at Apple’s success from the launch of the iPod to its current product and services portfolio, you can
infer the few, select dimensions on which it uniquely competes and wins.'® Of course, much credit for Apple’s success is
given to Steve Jobs. And certainly his leadership, passion, and considerable creativity are significant reasons for the suc-
cess. Yet Apple’s success is not based solely on the contributions of a single individual, however uniquely talented. Rather,
it is built on a point of view, passionately held and shared within the company, regarding the few dimensions on which
the company will compete and win. Jobs shaped the view and held all to exceed its standard. But the point of view was




Apple’s innovation is represented by three reinforcing and complementary dimensions we use to describe its
innovation architecture:

¢ Reducing and/or removing complexity of the consumer’s digital life experience by ensuring that Apple maintains
control of each stage of development: design and development of material, hardware, and software; content
procurement and distribution; online and brick-and-mortar retail and warranty; and service and repair.

In this respect, Apple is the most successful vertically integrated retailer on the planet. All efforts—from the early
stages of its supply chain to the consumer’s experience with purchasing and use—are aimed at integration. Across
products, the ease of use and interoperability make it simple and easy for the consumers to experience and enjoy
their digital lives.

¢ Focusing obsessively on understanding and improving on the consumer’s digital life—and doing so at the
individually discrete pixel level within that experience—in ways that holistically enhance the experience.

This obsession is manifested in small details that cumulatively enable a distinctive user experience across all
Apple devices. It is why the user can employ TrueType fonts, retina display, rubber band scrolling patents, and
scalable calculator numbers. The value is not focused on one feature or another. Rather the value has to do with
creating an experience that continues to reveal itself over time through exposure and increased familiarity with the
products. It is about an experience that feels natural by comparison to that offered by other competitors.

¢ Making it personal by building a smaller number of products that magnificently address individual human
indignities and fulfill deeply felt desires—rather than “needs or use cases.”

Apple makes beautiful products work better and are more valuable.

because they believe it is what we desire.
We want these products rather than need
them. Apple consumers understand that
the products cost more to be made

beautiful, but believe that beautiful things

This context makes clear why Apple
focused on music, movies, and personal
creation rather than on spreadsheets and
enterprise applications. They made a bet

that personal passion was going to be a
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growth industry that would be served by For Apple, a consistent and relentless focus

personal digital devices. In this regard, they in three complementary and reinforcing areas

put the personal back into the personal brought clarity of purpose and cumulative

computer. impact to their efforts over time. Think different.
Key Take-Aways

+  You can create compelling ideas by looking at the interactions and combinations of a subset of your insights. The

combinatory power of insights enables breakthrough innovation.

« Individual ideas can be laddered up to bigger, bolder ideas through the technique of building domains. Domaining

is an excellent way to identify, act on, and capture white space opportunities within, adjacent to, and outside your
current business.

« Like other aspects of innovation, domaining is an iterative, interactive learning process. Iteration helps you refine and

clarify your thinking, enabling you to persuasively articulate the business logic of the domain.

« Leading organizations advance their vision even further by holding a shared aspiration that represents the sum of

their opportunities, domains, and growth actions. This summary view represents their innovation architecture. It is an
explicit, shared view that is proactively managed and relentlessly driven.



From Nascent |dea
to Business Concept

I have a nascent idea; now what? How do [ turn this into something
| can evaluate and acton?

I have a promising idea that is stalled in my development pipeline—
how do | get it “unstuck"?

My team (or a team) is overly focused on technology . . . How can
I “unstick” their thinking?

My team is focused only on product or brand—how can | broaden
their thinking?
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Suppose you have landed on an interesting
idea. You may have captured it on a sticky
note, detailed it in short form in a concept
brief, or characterized its essence with a cus-
tomer value proposition (CVP). Although
the new idea is energizing, you nonetheless
know there is much more to do in order to
determine if it might become a new avenue
of growth. You need to take your idea and
turn it into a full-fledged, well-thought-
through business concept. Think of it as
advancing that thought on the sticky note
to the point where it is an actionable, vetted,
and compelling opportunity.

You may also need to know how to get
an idea “unstuck” by breaking out of an all
too common singular focus on the “what” of
product, brand, or technology and broaden
your thinking to the “who and how”
elements of the business model. You need
to productively challenge the conventional
(and rigid) wisdom of your organization
and industry. And you need to know how
to broaden thinking even further through
market-proven business concept elabora-
tion techniques: stretch, elaborate, and
iterate (SEI).

You may have colleagues in your

organization who move from nascent

idea to compelling concept naturally and
instinctively—like maestros, so to speak.
But the “maestro model” is not scalable.
And without scalability, the organization
will remain stuck. You need a way to
approach the challenge systematically, and
that is what the SEI method provides. SEI
applies the discipline of iterative divergence
and convergence—a scalable and enduring
process that will yield much greater impact
over time. It is an innovative, disciplined
way to systematically drive an idea or

concept from sticky note to action.

Changing Your Mind-Set
About the Innovation Process

The best path to interesting concepts is
through insights generated at the initial
stages of your innovation process. The
next challenge is to focus on developing
an actionable and compelling innovation
concept.

The next graphic depicts a general-
ized innovation process. The specifics will
differ significantly across organizations,
but this generalized process describes the
critical activities on which you should

focus.
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The foundation for good ideas lies
in part I of the generalized process: rich
external and internal insights leading to
interesting ideas, which may ladder up
to distinct opportunity domains (depend-
ing on your process and use of chosen steps
within that process).

If yours is like most organizations,
part I is viewed as difficult and challenging,
with its activities conducted episodically to
replenish the pipeline or to respond to an
unanticipated market development.

Many organizations view part II
rather differently. Typically, the second
part of the process is managed as ongoing
and continuous work, with ideas progress-

ing through various stages of increasing

coherence as you move to go/no-go com-
mercialization decisions. Many organiza-
tions view their experience in executing
part II as sufficient if not robust and thus
believe that succeeding in part II “is just
an execution issue.” In our experience, this
type of assessment is off the mark—and
significantly so.

Why? Well, let’s first set context.
As noted elsewhere, we define innovation
as an idea, successfully commercialized.
One important implication of this defini-
tion is the imperative that you focus innova-
tion principles and efforts on both part I
and part II of the process. We often hear or
read self-assessments proclaiming, “We have

plenty of ideas; our issue is execution. We are
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not effective at getting the ideas to market.’
In practice, these voices are speaking to part
IT of the generalized process depicted above,
implicitly declaring that “we know how to do
part IT with our typical techniques.”’

We typically find that shortcomings
in part II of the process are not due to
execution alone. Rather, we too often find
that the concepts progressing through the
back end undershoot their potential.
The most common root causes have to do

with concepts that

+ Become diluted as teams hand off the idea
through the back-end stages leading to
commercialization. Compromises are

Commercializing made, and, often unintentionally,
0

. tive concepts the initial distinctiveness of the
distinctiv

. CVP is weakened.
requires more than u.img +Reflect that the team has
existing or “assu med failed to fully explore all
business model con- aspects of the potential busi-
structs and levers. ness model, most commonly

by focusing only on the “what” of
products or offerings without equal
exploration of the “who and how.”
+  Are more appropriately suited for
experimentation rather than for full-

scale launch.

+ The team did not continue to stretch,
elaborate, and iterate the concept,
implicitly assuming that all necessary
learning has already been attained or
captured in the front-end innovation
work performed up to the point of idea

development.

We believe that a high-performing
innovation process must include all
aspects of innovation, from insights to
in-market realization. That is the best
path to delivering “an idea successfully

commercialized.”

The SEl Approach

Commercializing and scaling distinctive
concepts demands that innovation remain
inherent within your nascent concept
through to the back end (part II) of your
innovation work (or process). It requires
much more than just taking the concept
and executing it using “assumed” existing
business model constructs or levers. You
must stretch, elaborate, and iterate (SEI)
the ideas through disciplined and structured
thought processes that bring continued new
learning on the “what, who, and how(s)”



of the business concept. It is through this
nuanced discipline that ideas turn into
actionable products, ventures, or business
opportunities without dying on the vine or
losing the original gestalt of the idea and its
inherent innovation.

Underpinning the SEI approach are
several principles to keep front and center in
your work efforts:

+ Elaborate all elements of the busi-
ness concept. In addition to the What
of products, technology, and brand,
you should also focus on the Who of
benefit and target and the How
of go-to-market, value capture, and
defensibility. Elaborating around
all elements of the business concept
widens the aperture for innovation
significantly.

+ Start with the CVP, and let the rest
follow. Keep in mind that if there is no
compelling CVDP, there is no opportu-
nity. Start your elaboration here and let
technology, routes to market, and all the
other elements of the business model
follow.

+ Surface explicit, critical assumptions

as you iterate. Track those assumptions

so that you can prioritize and proactively
manage risk (unknowns) later.

+ Iterate and refine. You rarely get it
right with only your first pass through
the framing of the business concept.
More typically, as you elaborate certain
elements of the business concept,
you will reconsider and revise other
elements. Iterative elaboration is of great
value and helps ensure that you are
thinking systemically.

With these principles in mind, we'll
describe select techniques for SEI which you
and your organization can learn, apply, and
use repeatedly. As we do so, we will speak
to different circumstances where these
techniques are most helpful.

Developing the CVP

Let’s start with the most important aspect of
elaborating an opportunity: understanding the
value of your opportunity to the customer.
The next chart depicts a technique and
thought process through which to stretch,
elaborate, and iterate the customer or
consumer value proposition for a particular

concept.
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Rememober,

no compelling
value proposition,
no opportunity.
So start your
elaboration
efforts there.
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Unpacking and Repacking the Value Proposition

Describe our new offering, benefit,
and target customer as currently

conceived.

How would the customer describe

their need?

How would the customer decribe
this solution and benefit?

4

What are the gaps between needs
and our current offering?

What competes with this?
How is this better?

*

How will the customer justify the
cost-benefit trade-offs?

What are the barriers to customer
adoption—risks, expense, people,
training, other?

How can we potentially change

How would we revise

. the offering to
improve adoption and
cost-benefit trade-offs
for the customer?

What's the revised
offering? What's the
core benefit now?

- the offering to fill gaps?

Note that each question within the purpose in doing so is to guide you and

framework requires you to think from your colleagues to pull apart and then piece
different perspectives about the poten- back together your view of the customer

tial value provided to the customer. The benefit.



The framework forces you to discuss the
benefit from many different angles to help
you articulate a more compelling benefit.
Through your unpacking-and-repacking
dialogue, you will more likely create an
expanded, improved, and much better vetted
proposition right from the start.

There are additional benefits to the
approach:

+ It inherently challenges orthodoxies by
asking how the concept will be better
than current alternatives in meaningful
and distinct ways.

+ It forces you to iterate the CVP (benefit)
and offering as you and your colleagues
debate the questions.

+ It helps you surface the critical
assumptions that underpin your concept,
enabling you to explicitly test and
validate those assumptions.

Global telecom giant Ericsson applied
this type of thinking in its approach to its
M-commerce business portfolio (discussed
in Chapter Three). The company’s initial
sense of opportunity emerged from its

79

awareness of the 1.7 billion consumers who
have access to a mobile device but do not
have a bank account. From there they began
to consider the consumer’s context: her frus-
trations, the trade-offs being forced upon her
by her current solution, and, as possible, her
unarticulated needs. And because Ericsson
is a B2B company, the team of course also
explored the same context for its poten-

tial B2B customers, telecom operators like
Deutche Telecom and Verizon.!

Unsticking a Nascent Concept

Sometimes a team becomes overly enamored
with a particular technology or feature that
they believe is central to the new concept.
But their obsession with a technology or
feature that they sense has inherent value
blocks them from clearly articulating
the value for the customer. As a result, the
opportunity may be killed, or, worse, it may
linger for months or more in the early or
middle stages of the development pipeline.
A simple framework to unstick a
team’s thinking in this type of situation is
outlined here:
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Enabling What's its function?
technology What does it do?

How would the
customer describe it?
(Customer voice!)

— Some examples of customer’s/consumer’s voice: -

» “This saves me time because | don’t have to...”

« “This makes it much easier formeto...”

« “This tastes a lot better because . ..”

This approach is straightforward.

First, focus on the technologies that
you instinctively believe have enormous
value. Ask yourself: What does the
technology do? What functionality does
it enable?

Second, ask yourself: Why would the
consumer or customer care? How
would they articulate the value in their
own voice? Note that the cause for the
concept’s being “stuck” is not one of

execution or a commercialization hand-
off. Rather, it is insufficient clarity on
the customer benefits and the CVP.

Working through this simple process
will help you unstick your thinking by guid-
ing you to the aspects of the technology
about which a customer may care. In this
way, you move from “technology-speak” to
“customer-speak,” allowing you to move on
to elaborate the business model elements of

your concept.



Developing the Supporting The framework in this chart guides
Business Model the iterative dialogue you and your team

should have about your nascent concept’s
Once you have a clear sense of the benefit 4 P

and value to the customer, you can shift potential business model. It compels you to

) consider ways in which your concept will be
your focus to other elements of the business ¥ Y p

distinct from the options and experiences

model.
What's the currently proposed What are the economic engine How is this business
offering? What's the core benefit? implications? model differentiated
from what is currently
‘ available to customers?
How will customers learn about the ‘
offering? How will we communicate
to the marketplace? How can we fill them? Who can

help fill them?

¢

What will the customers’ acquisition
and delivery experience look and What is the revised
feel like? t offering? What is the

revised core benefit?
What gaps do we need to fill?

What does using the offering look
and feel like? How is it different -
from today?

1da5u0) ssauisng 0} bap| JUISPN WO
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currently available. Also important, it sheds commercial success. It also helps you surface
a bright light on the feasibility of delivering unknowns about which you must learn more,
on the concept’s promise by forcing you to and assumptions fundamental to success that
address the specific capabilities required for may require in-market experimentation.

Business Model Iteration: Crayola

To make this process more concrete, let’s turn again to Crayola. Imagine how you might answer the business model elaboration
questions regarding Crayola Color Wonder. Crayola introduced Color Wonder in 1999. The product offers a “mess-free” solution
in that the coloring book and the markers produce color only when used together, thus eliminating the problem of young,
unsupervised children drawing on walls, tables, or other surfaces you prefer to keep clean and “mark-free." The product (and
subsequent product developments as well) provided a new benefit and experience of “no mess,”“no limits” on where and when
the child could use it, and surprise and delight for the user as well.

When Crayola first introduced Color Wonder, the company had been putting high-quality 16-, 32-, and 64-count boxes
of crayons on the shelves of retailers for decades. Their crayons and children’s markers could be used with any coloring book
or paper. The new Color Wonder concept offered new benefits (“no limits”) through a new delivery model (books and mark-
ers interdependent with one another). Because the new product benefits and solutions were so different, the business model

questions were different as well. Thus the Crayola team probably found themselves asking:

e What does the overall business model look like?

¢ Should we sell the markers and the books together? Should we continue to sell them separately?

e What s the best route to market? Do we want all channels to sell the coloring books as well? Should we create an open or
proprietary “system”?

e What happens when the child finishes using a coloring book? Should she or he purchase a new package altogether, or just
a new book?

e How about pricing? The Color Wonder concept presents a different and very compelling value proposition—what’s it
worth? What about merchandising and communication? At retail, how can we convey this new thing and its advantages?
Given how different this product is from a 32-count box of crayons, how will retailers display it?*




You get the point: if it’s truly new and
innovative, the business concept has new-
to-the-company and new-to-the-industry—
perhaps even new-to-the-world—elements
and aspects to it. Therefore, you need to
apply new and iterative thinking in a struc-
tured and disciplined manner. This itera-
tive and expansive thought process greatly
improves your chances of landing on a differ-
entiated value proposition within a business
model that is optimized with reinforcing

elements of “who, what, and how.”

Continuing Your Learning Through
In-the-Room and Out-of-the-Room
Exploration

Not all new learning is facilitated by tools
and frameworks. You should think of the
work of innovation as that of converting new
learning into new actions.

As we have said elsewhere in The Guide,
the frameworks we share are simply scaf-
folding to help structure your dialogue
and learning. You will need to get out of
the conference room and into the market
to fill knowledge gaps, learn about new
analogs, and develop new perspectives. We
find that innovation teams understand this
for the front end of their innovation work
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(perspectives and ideation). However, as
they progress to the back half of the work
(part IT), they too often fail to continue
learning. In this respect, they fail to engage
in SEI—rto stretch, elaborate, and iterate.
You must continue building and inte-
grating new learning and new perspectives
across the end-to-end process if you are to be
successful. This learning is best facilitated by
a mix of “in the room” and “out of the room”
exploration that allows the organization to
create truly new and innovative insights and
business concepts and models—concepts
and models that have expansive and innova-
tive logic, along with the type of “stickiness”
that allows for the sustained pursuit neces-

sary for successful realization.

Using Analogs to Stretch
the Business Concept

Even after you've explored the CVP and the
delivery business model (both “in and out of
the room”), you can further expand the model
if you wish to do so. Although there are many
techniques available, we find that using ana-
logs can quickly help you stretch, elaborate,
and iterate further. Here is a framework

that enables exploration of the concept
from multiple angles, including the basis
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Who competes in the space today?

v

How would they compete on this offering?

« Target Customer(s)? « How make $?

- Offering? » How differentiate?
« How go to market?

v

What are the “best of” learnings we take away?

v

Who would compete in an interesting way?
(Outside the current competitive set)

v

How would they compete on this offering?

- Target Customer(s)? « How make $?

« Offering? » How differentiate?
« How go to market?

v

What are the “best of” learnings we take away?

What innovative alterations could we make to our concept?

Target Customer(s)? Offering? How go to market? How make $? How differentiate?

Key unknowns:
1.
2.

of competition, an explicit articulation
of relevant internal and external insights,
unknowns, and key assumptions.

It places you in the mind-set of a
different organization, asking you to

consider:

+  What if Company X or Y were to
pursue this idea? How would they do it?
What would they do differently? What
new expansions of the opportunity
would they think of? What new
riffs would they play?



+  How would they communicate it to the
market? How would they merchandise it?

+ How would they price it and why?

+  How would they think differently about
the economic engine (and extracting
economic rents)?

+  Which of these ideas or learnings might

we apply to our concept, and how?

A few other considerations will help you

benefit from this framework:

+  When thinking about nontraditional com-
petitors, think broadly about your market
space and your framing of that space.
Returning to Crayola as an example, if they
were stretching a concept, they might want
to think broadly about the many com-
panies competing for Mom’s and child’s
time, attention, and share of wallet. In this
broader frame, Crayola is also competing
with game makers, toy marketers, and
motion picture studios.

+ To gain richer insights, you should
broaden your competitive frame to
include direct competitors and other,
nontraditional competitors who may be
hired by the consumer to do a similar job.

+  When thinking of companies “outside
your industry,” it is best to consider

organizations that are both interesting
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and in some way relevant to your
specific situation. But regardless of

the analog you choose to apply, ensure
that you are generating ideas that are
relevant to your context. Your challenge
is not to mimic the actions the analog
would specifically take if acting on its
own. Rather you should consider how
your organization would design and
execute the concept if it were to apply
the mind-set of the analog, coupled with
your organization’s strengths, needs, and
propensities.

The in-the-room and out-of-the-room
learning concept applies here as well.
You may not know as much as you think
you know about how the analog

actually operates or works in

market. If you don’t, you When elaborating your

opportunity, broaden
your competitive frame
to include traditional a.nd
nontraditional competi-
tors the consumer may
hire to do @ similar job.

can and should take the
opportunity to go learn
before you apply the

SEI techniques. Doing

so will pay dividends in
multiple ways: accurate
information and more

new learning infused into
your innovation efforts, both
of which add up to a higher-

efficacy application of the technique.
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Framing and Elaborating the
Economic Model

Finally, think through the economic model
of your new concepts. We suggest that you
make this the last step in the elaboration
process. Too often, teams start with—or are
asked to start with—detailed descriptions
of the economics of a given concept without
first developing a clear understanding of the
customer target, the problem they hope to
solve, the potential route(s) to market, and

Value Provided and Captured
- Value we're providing
» What do customers pay today (and how)?

« What will they pay for this (and how)?

Potential annual revenue streams ($$)

the source(s) of differentiation and advan-
tage. By first stretching, elaborating, and
iterating the concept, you will be best posi-
tioned to thoughtfully address the way(s) in
which your concept will help you create and
capture value, And you are more likely to
avoid the mistake of simply assuming “old”
or traditional delivery models or concepts, of
which you then model the economics. Here
is a framework and thought process helpful
to this exploration:

Business Model Proposed and Executed
« Major fixed-cost items to the model?

» Major variable-cost items to the model?

Major annual cost line items ($$)

Economic model point of view: What needs to be true for the steady-state profit model to be viable?

Key assumptions/unknowns:
1la

2.



Although this framework features framing
and quantification of the opportunity, its
central purpose is to frame and expand on the
economic physics of the model—that is, to
articulate the drivers of revenue, cost, and profit.

There are two equally important steps in

this conversation:

+  Consider and detail the physics of the
economic model. How will the economic
model work? What are the underlying
beliefs and point of view that lead us to
conclude we will be successful? For which
of these are we most confident? Least
confident? What critical things do we not
know and ought to go investigate further?
How does any of that thought process or
new learning alter or expand our view of
the economic engine of the opportunity?

+ Focus on the numbers and build the

business case.

Note that the framework focuses on the
first of the two steps. Organizations know how
to build business cases. The framework focuses
on the economic logic part of the process.

Also note that the framework does not
start with a default assumption that the

., )
organization’s current business model and
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economic engine are the right fit for your
concept. As we mentioned eatlier, if you start
with that default assumption, the sheer force
of habit will lead you to your typical com-
mercial execution, pulling what you imag-
ined as new and novel back to the mean of
“business as usual.” By avoiding the default
assumption that the current economic
engine is the best fit, the two-part thought
process represents a departure from many
that we often encounter.

Additional frameworks exist to assist you
in the work of SEI on your business concept:
stretching through application of additional
customer (or consumer) needs, mapping the
concept against the entire customer experi-
ence, and others. While acknowledging there
are other techniques suited for particular
circumstances, we share this SEI approach
because it can assist you in a very large
majority of business concept framing

scenarios.

Using an lterative Learning
Process

Innovation is an iterative learning process that
is not confined to a room, a tool set, or a spe-

cific technique. As you think through a new
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High-impact
innovation
always results
from new
learning through
iteration.
Embrace it!

business concept, you will often find yourself
returning to one or more of its “who, what, and
how” elements, and you will find that a more
nuanced view of the economics may affect
your initial framing of how you go to market.
For example, a clearer view of the “who” and
“what” might lead you to refine the CVP.

You will and should find yourself iterat-
ing within a given framework and across the
frameworks you employ to detail your specific
concept. The iterative learning process is inher-
ent in innovation. Significant, high-impact
innovation always results from new learning.
Embrace it. It will help you tremendously.

This iterative process also surfaces criti-
cal unknowns—aspects of the opportunity
that are central to its success but about
which you know little or nothing, or at least
“not enough.” Typically the most important
unknowns relate to specifics about the cus-
tomet, demand, routes to market, operational
capabilities, technology gaps, and unfamiliar
competitors or competitive responses.

Unknowns like these represent uncer-
tainty and risk. Think in terms of managing
and even mitigating risk rather than just
living with it. Risk mitigation and manage-
ment through experimentation and iteration

represents a critical discipline that should

be learned and utilized often in the world of
innovation. In Chapter Six, we speak to this
in much greater detail, sharing additional

frameworks and examples.

Don't Take Opportunity
Elaboration and Framing
for Granted

When the ongoing activities of the back end
of innovation (part II of the generalized
innovation process depicted earlier in this
chapter) are taken for granted, innovation
can be squeezed out of the concept. Why?
Because too often when organizations run
their back end of innovation work, they're
not engaging in SEI. Success demands that
you continue to advance and refine your con-
cept through new learning in the back end of
the process as well as the front end, if your
goal is to move beyond the incremental.

You can apply these back-end (part IT)
techniques in many different situations and
contexts. The situations you may frequently

encounter include

+ An end-to-end run of your innova-
tion process. You will develop insights
and convert them to sets of ideas and,



perhaps, growth domains. Then you
need to do the work of harvesting ideas
and getting them to implementation-
level opportunities by employing sound
back-end techniques for learning and
iterating on the concept.

An opportunity emerging outside your
“normal process.” Often an idea or
nascent concept has not come out of a
formal innovation process, but instead
has emerged serendipitously or out of
some other source or process. The tech-
niques are fully modular and applicable
to nascent ideas, regardless of source.

A stalled but promising idea that needs
to get“unstuck.” You may believe that your
nascent concept is a diamond in the rough,
but others in the organization do not
recognize its value. You can use these tech-
niques to expand and reframe the ideaina
more compelling fashion. SEI is a powerful
technique to employ in this circumstance.
Product, brand, or technology myopia.
You may have a sense that the team is
overly focused on a single element: a
particular product manifestation of an
idea that is not compelling enough to
move on, or a technology that you can't
seem to frame into a “commercialize-

able” concept, or a brand-based idea. The

back-end techniques will help you get
unstuck in circumstances such as these
when an idea or specific concept could

really use some more innovation “juice.”

Fast—Tracking Opportunities
When You Believe Speed
to Market Is Critical

The SEI techniques we have described in

this chapter can also be tremendously helpful
when you want to move fast. Specifically, if you
have a product or service concept for which
you believe there is a limited “time-to-market
window,” the concentrated application of these
techniques will help you move faster than

your traditional stage-gate process typically
allows—and/or can help you unstick
the opportunity from within your
current stage-gate process. You .
would likely not do this for The concen trated appll'

cation of SEI techniques

can help you move_ |
faster than a traditional

stage-gate might allow.

every opportunity, as the
techniques can be resource
intensive to execute. But
for those opportunities that
warrant the attention and
resources in service of speed, the
techniques can be quite helpful.
The next graphic depicts one
example, executed by a consumer goods
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organization when they had an extraordi-
nary opportunity that required fast-track

attention and needed to be addressed out-

side the normal process.

Fast-Tracking a Priority Business Opportunity for Go-To-Market

Days, not weeks Weeks, not months

Initial Field learning,
opportunity plan secondary research,
development constituent input,

(workshop) analogs

« Initial hypotheses « Structured learning

Days, not weeks

Opportunity
development
and refinement
(workshop)

« Revised opportunity

Weeks, not months

Business concept
finalization and
go-to-market plan

« Implementation

and opportunity
structure

« Unknowns and
assumptions

plan taking on and go-to-market

multiple aspects specifics
of business concept, | |. Remaining
in parallel unknowns

plan

« Residual in-market
risk management
plan

« Learning plan

As the process indicates, the approach
requires resources and concentrated time,
and the learning on multiple aspects of
the business concept is moved toward
conclusions in parallel, rather than
sequentially. The approach is punctuated by
two workshops in which in-market learn-

ing is surfaced, discussed, and used to refine

« Resources for launch

the business concept using approaches
similar to what we have described. They
include

+ Articulating your hypotheses about the
holistic business concept up-front

+  Using those hypotheses to articulate
your key assumptions and unknowns



and your learning agenda to close those
knowledge gaps

Designing and managing paral-

lel learning processes to close or
narrow your knowledge gaps regard-
ing customer, competitors, technology,
and the economics drivers of your

concept

Key Take-Aways

You should draw on the appropriate pet-
spectives and resources as early as possible in
this “parallel learning process,” for the benefit
of both the learning and the business con-
cept synthesis exercises. And be sure to use
parallel learning processes and workshop-
based synthesis sessions to accelerate your

business concept development cycle.

«  Keep SEl—stretch, elaborate, and iterate—in mind throughout the back end of innovation. Recognize that success-

ful back-end innovation requires much more than just creating new ideas through front-end techniques. Success

demands that you transform nascent new ideas into assessable, actionable business concepts through every step in

the back-end innovation process. It is a critical part of any innovation work effort or process and is taken for granted

all too often.

«  Start with the benefits. The first step in the back-end process should be to unpack and stretch the benefits and

value proposition. You want to ensure that the benefits and value delivered are clear and distinctive relative to

current choices.

«  Consider all aspects of the “who, what, and how" of the business model as you explore ways in which to create

distinct, differentiated high-value concepts. Do not assume that your organization’s current business model is

best for the new concept. Instead, work “market back,” starting with customer insights and the CVP.

«  Develop a robust point of view about the economic model through a two-step process: first develop the “physics

of the model” (that is, the drivers of revenue, cost, and profit), then run the numbers. Running the business case

first leads to defaulting to current models, which may or may not serve the opportunity well.

«  Fast-track application of SEl techniques is a powerful way to accelerate the development of high-priority and

high-potential opportunities that need to get to market quickly.
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Propelling Fast Innovation

I need to fill my pipeline for next year and get some new concepts
into market quickly.

I'd like to infuse more innovation and innovative thinking into our
upcoming meeting, or planning cycle.

| need innovation, but we are short on resources.

I want “quick” innovation, from as many places and people as
possible (even though it may be “small-i" innovation).

I'd like to leverage outside resources for innovation—not internal
resources only.
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We live in times of greatly accelerating
change. Here are some quick facts to illus-

trate what you no doubt feel already:

+  As much as 50 percent of annual
revenues globally come from products
launched in the last three years across
a number of industries—not just high
tech—making time to market a criti-
cal challenge to replenishing decaying
revenue streams.’

+  Apple’s iPad reached $1 billion in sales
in under 120 days in 2010.?

+  The average CEO tenure declined to 7.5
years in 2012 from 10 years in 2000.”

Some studies show tenure falling to

only 5 years in the United States.*

o understand

u need t

» ly the trade-offs of What does the pace of
clearly - tion" change have to do with
using . d be your innovation efforts

tech niques an  key inside the organization?

g ou
certain that 'y d A lot! You no doubt
stakeholders understan appreciate that the exter-

the same.

nal pace of change places
time pressure on every aspect
of your organization, including,
of course, innovation efforts. The

hard reality is that you are often pressured

to “get ideas really fast,” whether you need
them for the annual planning round, in
response to surprising competitive actions,
or because there is a new leader with an
urgent initiative in your organization.

In an ideal world, you would have the
time to develop foundational insights and
then proceed to domaining and/or innova-
tion architecture techniques. As a leading
practice, you should do so. If you keep your
insight foundation fresh and you are able
to manage and migrate within a chosen
domain, you will position yourself well to
move fast while still applying the rigor you
would optimally desire in your innovation
efforts.

Of course, we don't live in an ideal
world. Your organization may not keep
refreshing your insight foundation. Or you
may not have a rich insight foundation at
all. You may not have the organizational
support to create space and time to develop
domains. In those situations, you need
techniques that help you move fast when
you have to. You need to understand clearly
the trade-offs in moving fast and be certain
that you and your key stakeholders have a
shared understanding of what can and can-
not be delivered “fast.”
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Engaging the Organization Through Focused Innovation Challenges

Fast Innovation in U.S. Special Operations Command

One of the most interesting fast innovation examples we know comes from the procurement function of the U.S. Special
Operations Command (USSOC). The unit—Special Operations Research, Development, & Acquisition Center (SORDAC)—
provides “rapid and focused acquisition, technology and logistics to U.S. Special Operations Forces.”” SORDAC acquisition
executive James “Hondo" Geurts and his team relentlessly ensure that the unit operates in an agile and lean way similar to
the operations of its internal “customers”"—special operations forces in the field. These customers operate within tight
constraints, operating in small teams, often far from “the larger organization.”

In many instances, SORDAC receives a request for equipment that does not yet exist with a requirement that it must be in
field ASAP, so Geurts uses these constraints to enable innovation.

When innovating fast, the organization responds to a “customer need” as described in a single-page “commander’s intent”
detailing the specific goal(s) and the constraints within which the goal(s) must be achieved. Constraints detail the operating
environment and degree of time urgency regarding the objective. In one operation, SORDAC modified combat aircraft to meet
a particular goal at one-sixth the normal cost within three months rather than three years. Two additional examples of fast

innovation include

e Project HI-BEAM, a specialized lighting device that enables U.S. aircraft to signal partner-nation forces on the ground while
on separate patrols, so as to avoid friendly fire casualties. The initial prototype device was fashioned from existing technol-
ogy in seventeen days, and a prototype was deployed in less than fifty days for initial use.
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The authors are grateful to USSOC and SORDAC for providing and granting permission to use the
Project High Beam photo and images depicting the MTRC modules.

¢ A Mobile Technology and Repair Center (MTRC) enabling “in-situ” capabilities to develop, modify, adapt, and repair
equipment and material to maintain or enhance Special Operations Forces (SOF)—including Civil (civilian) Affairs at
SOF forward-operating bases. The MTRC has several modules that can be deployed individually or as a system, includ-
ing a tool room, a vehicle repair center, a communications hub, and a micro power unit with solar panels and wind
generator arrays.®

Beyond these examples, there are many other illustrations of fast innovation within SORDAC. As one indicator of success,
SORDAC personnel represent approximately 0.025 percent of U.S. Department of Defense (DOD) acquisition personnel, but
they have received over 25 percent of all relevant DOD-level awards in the last five years.’
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The authors are grateful to USSOC and SORDAC for providing and granting permission to use
these images depicting MTRC modules.

SORDAC enables fast innovation through process and culture. A cross-functional, cross-hierarchical team dubbed the Crazy 8's has
the official charter of “destroying the organization and recreating with step change improvement in performance. This team took a
page out of Apple’s retail playbook and initiated a monthly “idea bar”at which colleagues come forward with ideas they wish to make
more clear and actionable. The Crazy 8's goal: to help shape thinking so that the idea can either move ahead quickly or be cast aside.

SORDAC leadership also relies on a“young guns”team to act in an advisory role, constructively challenging the organiza-
tion’s core operating processes.

Leadership enables innovation in a fit-for-purpose way within SORDAC, working with the grain of the culture of the orga-
nization. As one reminder for the staff, successfully implemented “bureaucracy buster” awards are displayed on the panel of an
old airplane that hangs prominently in SORDAC's offices. This communication tactic, of course, is adapted from a fighter pilot’s
practice of personalizing his or her fighter jet by name and accomplishment.
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Fast Ideas Fast: IBM's IdeaJam

Initiated in 2001, IBM’s IdeaJam is a selective crowdsourcing process through which the company quickly (in two to three days)
captures ideas from across the organization on a specific question or topic of interest. Its efforts in 2006 and 2008 surfaced
ideas that ultimately led to new businesses, such as smart health care payment systems, simplified business engines (a pre-
packaged set of Web 2.0 services for small and medium businesses), and intelligent utility networks (the smart grid).2 IBM even
focused an IdeaJam (ValueJam) on an internal discussion of its values. The Jams are created out of IBM's internal communica-

tions function, with detailed planning and post-Jam follow-up.

Collaborative ldea Management: UnitedHealth Group

Since 2010, innovation leaders at UnitedHealth Group (UHG) have been engaging their associates on focused innovation chal-
lenges through a process similar to IBM's IdeaJam. UHG's experience is typical of those organizations that do this well, enabling
leaders to efficiently capture ideas from within the organization or across the entire enterprise.

Brandon Rowberry, vice president of innovation, leads UHG's enterprise innovation efforts and continues to refine the
company'’s approach to “focused innovation challenges.” Most recently, he teamed up with UHG’s CEO Stephen Hemsley and
colleagues Greg Hicks and Todd Nielson to invite ideas from anyone in the organization within four specific strategic areas:

e How can we create consumer “stickiness” for our brands, products, and services?

¢ What products, services, information, or customer care that we provide at low costs today could we provide for FREE (or
almost free) that our key stakeholders will find valuable?

¢ How could we reimagine “supported technology” for the Physicians office that would also significantly reduce the adminis-
trative and cost burden?

¢ How can we drive rapid and deeper adoption of innovations we have already developed?

Asking people to respond to four specific challenges is helpful in two ways. First and most obvious, the challenges set
broad boundaries for the types of ideas people will submit. Second, by framing the challenge areas, UHG’s CEQ, in essence,
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translated enterprise strategy into framing questions so that even those at the most junior levels in the organization could
contribute to shaping and evolving company strategy.

The end-to-end process that runs from “idea to proposal”is elegantly simple, integrating both virtual and physical interven-
tions, a bit of gaming through an idea tournament, and hands-on support for the most promising few ideas. The following
graphicillustrates the process and includes dates as an example of timing.

UnitedHealth Group Innovation Challenge Process

Pairwise: All
(Ends 4/5)

Ideation
(complete)

Pairwise: Top 64
(4/15-4/19)

Top 4 Selected:

Top 16 Prepare @~ ion Day

Graphic provided by UnitedHealth Group innovation leaders, July 2013.

Within each of these steps, there is quite
a bit of detail that animates and sustains
the process. During the first three weeks, all
employees are invited to submit their ideas.
Colleagues can offer comments and post
“likes” to an idea, and authors can improve
their submissions.

After three weeks, any employee can
vote for a given idea through pairwise com-
parisons that are automatically generated
by UHG's idea management system. The
pairwise technique ensures that all ideas are
evaluated: the total set is narrowed first to
sixty-four ideas; then, through additional

pairwise voting, that set is narrowed to the
top sixteen. Of course, all votes count equally
regardless of one’s hierarchical position.

The top sixteen, representing four
ideas within each challenge, are selected to
proceed to an “idea workout.” This two-day
session led by internal UHG innovation
experts helps the idea author stretch and
elaborate his or her idea through UHG-
tested tools and frameworks. In 2013, over
one hundred volunteers—selected for their
skills and passion—joined the innovation
team, playing the role of coach in portions of

the two-day idea workout.
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During the idea workout, UHG places
great emphasis on the customer value
proposition, design thinking, and explicit
statements of potential competitive advan-
tage. The UHG innovation team also brings
in additional internal subject-matter experts
at appropriate points during the two-day
session so that the team can benefit from
the best thinking within UHG. As you
can quickly infer, collaboration is a central
behavioral goal for the effort.

The sixteen ideas are featured at UHG's
annual company-wide Innovation Day,
which begins with a casual breakfast meeting
attended by the sixteen idea teams, inno-
vation leadership, and UHG’s CEO and
leadership team. During the day, each of
the ideas is showcased in a trade-show-style
format with separate booths manned by each
team. The booths allow for interactive dis-
cussions and displays. Every senior executive
attends the event.

Each idea is presented by its author(s) in
a three-minute “power pitch.” The pitch has
several elements that describe the elements

of the concept:

+ Customer target and problem addressed
+  Value proposition

+ Rationale for why UHG can be suc-
cessful, including what strengths UHG
brings

+ High-level description of how revenue
would flow, cost elements, and a rough
sense of the potential “size of the prize’

A single winning entry in each of the four
categories is selected based on attendee vot-
ing. In addition, many of the remaining twelve
ideas are “pulled” into a business unit or
function for further elaboration. In this sense,
every idea brought to the session has a reason-
ably high probability of being taken forward.

Broadly speaking, votes are cast based on
the voter’s assessment of the ideas against a

few criteria:

+ Potential extent of positive impact on
the health care system

+ Potential consumer impact

+ Extent to which the team has creatively
addressed the core innovation challenge

and provided a workable solution

As you can see, UHG does not over-
complicate the evaluation. Rather, they use
and apply qualitative criteria that guide a

dialogue among the decision makers.



UHG's approach to its innovation
challenge process reflects implicit design
principles that guide the structure and man-

agement of the process from start to finish:

+  Structure the process so that it is open
and inclusive

+  Focus the idea generation on a signifi-
cant strategic or operational challenge

+ Keep the time frame for idea submission
short—in this case, three weeks

+ Infuse a bit of fun in the process to keep
things interesting

+ Integrate “market mechanisms” to guide
idea selection

+  Support a few promising ideas with
additional tools and hands-on coaching

+ Encourage the right amount of col-
laboration to improve the concepts and

advance them within the organization

UHG sets it mission as “helping people
live healthier lives and helping make the
health system work better for everyone.”"
From the perspective of executive leader-
ship, the positive impact on culture enabled
through their innovation process is one of
several ways that this mission is made more

tangible. In fact, the mind-set shift and
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culture change this process represents—
ideas from anywhere, with a constant focus
on strategic challenges—are at least as
important as the result, which sees ideas
carried forward through further funding and
support.

UHG advances a good number of
incremental ideas through these efforts. In
addition, though early in its development,
the UHG process does yield some bigger,
bolder concepts—Dboth through the process
we described here and through more delib-
erately structured transformative innovation
efforts—and these are working their way
through the company’s development funnel.
The bigger, bolder concepts that emerge
from the challenge process cannot do so
without the deliberate intervention of the
two-day idea workout with the sixteen final-
ists. UHG innovation leaders understood
that if they wanted to increase the poten-
tial for breakthrough ideas, they needed to
augment efforts by providing some fairly
intensive hands-on coaching to idea con-

tributors—hence the workout.

It can often be the case that an

“innovation challenge” yields incremental
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Fast
innovation
designs vary
by organi-
zation and
objective—fit-
for-purpose
design is

the key.

ideas. Incremental innovation is not neces-
sarily a bad thing. For example, Portuguese
Telecom (PT) boasts that their innova-
tion process is based on incremental ideas
that capture ‘contributions of all employees
[focused on] continuous improvement of pro-
cesses and services.” The process has drawn
participation from over two-thirds of the
company. PT estimates that efforts since 2009
have produced benefits in excess of €30M."
Supermajor Shell Oil also values collab-
oration and openness, recognizing that the
“innovation capabilities of every employee
to make things that are different [is present
in] every day [work throughout the com-
pany].” One simple idea from an associate

in Thailand—to shift from selling single

containers of lubricants for motor bikes from
1-liter to .75-liter cans—increased lubricant
market share by 80 percent. The simple
insight: match the volume of the can to the
volume required by the motor bike. It is,
after all, what the customer really needs."

UHG, Shell, and PT used different
approaches to achieve different objectives and
get innovation fast. For UHG, an explicit
strategic focus, coupled with more intensive
support, led to bigger-impact ideas. For PT,

a disciplined process with a more hands-

off approach yielded good results. Shell's
approach yields simple improvements, some

of which impact the business substantially.

Collaborative ldea Management at Ericsson

Ericsson is another of many companies that use “frontline innovation” to draw ideas from anyone, anywhere within the organi-

zation—and sometimes from outside it. Magnus Karlsson, director of new business development and innovation, reports that

the collaborative approach, called the IdeaBoxes™, “is unique in the way that it is deployed [across the enterprise]. It has been

growing internally since 2008, with over 25,000 users who have submitted 35,000 ideas [for which colleagues have provided]

over 70,000 comments. One out of every thirty ideas is implemented. The Ericsson system is a self-organizing, distributed-

accountability, virally spread, pull-demand-driven system."3

The self-organizing aspect of the IdeaBoxes process is critical, ensuring that there is both demand for and supply of ideas

helpful to the organization. Demand is set by sponsors, who are called “box managers.” It is up to each unit to decide to open an
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IdeaBox, appoint a box manager, and start gathering ideas. Every function, region, and business unit within

the company may have multiple active IdeaBoxes in the system at any given time. Once an initiative emerges

from the process, the innovation manager, who is often the same person as the box manager, manages the

maturation of the idea from conception to execution.

At the enterprise level, Magnus and his team manage a strategic innovation funnel with IdeaBoxes

focused on strategic challenges that by their nature require breakthrough ideas. The team meets regularly to

review the most recently submitted ideas. There is a dedicated budget to fund early exploration of the ideas,

and Magnus'’s team meets at least monthly with the CEO and his leadership team to discuss progress on an

idea or to share a new proposal.

The success of Ericsson’s IdeaBoxes
centers on ensuring that three key roles are

played well:

+ Employees from anywhere in the orga-
nization can submit an idea. Prompts
that help employees frame the idea more
cleatly are set individually for each box
by the box manager. Prompts might
include “What is the problem you are
solving?”“How does your proposed
solution help a customer?”“What are the
unknowns?”“What might be the rough
scale of impact?”

+ Innovation coaches help idea authors or
teams enrich their ideas and guide them
through the innovation process. This

assistance is critical, as the initial idea

typically needs further elaboration and
refinement,

The coach works with the idea
author to refine the concept, using
the appropriate tools from Ericsson’s
innovation tool kit as a guide. There is a
dedicated internal training program for
innovation coaches to build competence
and create a network for learning and
sharing practices. These coaches also
support enterprise training, acting as
stewards of an evolving innovation tool
kit, and nurture and strengthen their
own innovation coach community.
Box managers and innovation
managers—and there are hundreds
within Ericsson—are part of the self-

organizing, self—sustaining innovation
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management system. Within the units
and functions, the innovation manager
typically plays the role of box manager
as well. The box manager can create a
challenge or theme for which he or she
wants ideas. He or she is the screener for
the ideas, with accountability either to
resource a given submission or to reject
it. The innovation manager is respon-
sible for a specific initiative that emerges
from the process, ensuring oversight and

managing the maturation of the idea

from conception to execution.

Innovation manager and innovation coach
are formal job roles in Ericsson's HR system,
intended to increase the visibility of innova-
tion activities and build a community that
is practicing systematic innovation. Taken
together, these distinct roles ensure that there
is reinforcing activity on both the demand and

supply sides of innovation, as shown here:

IdeaBoxes as Innovation Marketplace
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More specifically, here are the steps one
takes to set up an IdeaBox:

1. Unit leadership considers the question,
“Given our stated strategy and goal,
given the job(s) to be done’ by my unit,
do we need an innovation initiative, or
will current and planned activities enable
us to realize our goal?”

2. Ifleadership determines that innovation
is required, an innovation manager (for-
mal full- or part-time role) is appointed to
set up and drive the innovation initiative.

3. 'The innovation manager may decide to
engage one or more innovation coaches
(formal role, typically secondary and
part-time) to help develop ideas into
robust opportunities.

4. If the innovation manager wants ideas
from employees for the initiative, he or
she can decide to use IdeaBoxes and then
also become box manager. To start a box,
one must
+  Define and detail the scope clearly—

for example, the type of ideas sought
+ Articulate the submission process—
timing, boundaries, and criteria
+  Provide resource people who can assist

with taking the select ideas forward
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+ Be willing to display authentic pas-
sion for listening and discussing

ideas from employees

The result of the IdeaBoxes process is a
dynamic “ecosystem” of innovation initiatives
inside the organization, emerging from the
strategic needs of units at different levels.
These initiatives are all connected and visible
to everyone, accessible via one online tool—a
one-stop shop for any idea to find the best
place to be implemented. All boxes are “one
click away” from any employee.

Like UHG, Ericsson employs a fit-for-
purpose approach. When Hans Vestberg
became Ericsson’s CEO, he established the
principle that all should have a chance to be
involved and engaged in innovation. Magnus
and his team recognized that if the company
were to tap into the collective imagination of
the entire organization, there would need to
be both healthy demand for and supply of
ideas of all stripes. The IdeaBoxes within the
system emerge on the demand side, as they
are by definition created by a person with an
innovation need and the budget and resources
to follow through. The supply side: ideas that
emerge through a bottom-up self-organizing

system. As a whole, the approach ensures that
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efforts are focused on supporting the strategic
and operational priorities of the business. No
wonder, then, that it is the longest-sustaining

innovation process within the company.

|nnovation Accelerators

Another technique to get to “innovation
fast” is through a process and structure
often described as an innovation accelera-
tor (sometimes called an incubator). Shell’s
GameChanger is one type of virtual accelera-
tor, matching an internal or external idea
creator with additional support resources to
elaborate and refine his or her idea. There
are also aspects of acceleration in UHG’s
idea workout session, as described earlier in
this chapter.

Companies (and consultants) operate
physical and virtual “accelerators” to meet
several distinct types of innovation chal-
lenges. Among the most common of these
challenges are a need to

+  Create concepts to fill a new product or
service pipeline

+  Set or affirm the broad strategic direc-
tion for a business unit or function

+  Surface potential ways to disrupt one’s

business—or a competitor’s

+  Develop response(s) to a disruptive
market development by a traditional or
nontraditional competitor

+  Jump-start a promising but stalled

opportunity

For example, in Argentina, global snacks
giant Mondeléz' created a physical innova-
tion space that they brand as the Fly Garage.
And although they term it an “incubator;” it
in fact acts as an accelerator. As they describe
it, Fly Garage is “about allowing ourselves the
freedom to explore and learn by doing . . .

It's about leaving the roles and hierarchies
behind . . . [It] is a place where everyone
brings and everyone takes out. This is much
more than an innovation incubator, for us it’s

a social experiment.””® Time in the Fly Garage
varies from a few days to a week. More gener-
ally, the typical time required for a specific
accelerator session ranges from a day to a
week, depending on scope, with pre- and post-

session work by a smaller group in addition.

Preparing for the Accelerator Session

Speed and success in a one- to five-day
intervention is wholly dependent on the
quality of your preparation. We find it best
to start with your objectives: What are you



trying to achieve? What perspectives might
be helpful in meeting those objectives? What
are the implications for your session design?
Think through your design iteratively,
determining first what you want to achieve
and then what can you achieve practically.
As you iterate, you will sometimes conclude
that the initial objectives cannot be achieved,
given particular practical constraints.
In such cases, it will be most critical for
you to ensure that all key stakeholders
understand the necessary trade-offs you

may need to make.

What can | practically
achieve with the time
and resources | have?
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Your objectives

What do | want
to achieve?

Practical
considerations

This table shows the frameworks and
approaches you might use as you think
through your design:

If You Have This Objective. ..

... Consider These Design Elements

It is important to challenge our basic assumptions about
product, market, and industry. We need to
challenge all assumptions about our business model.

Unpacking industry orthodoxies
An analog tool—thinking like someone from outside
your industry

We want to find new ways to surprise and delight the
customer.

We want improve or transform the customer experience.

Customer experience mapping and other human-
centered design approaches
Jobs to be done

We seek to disrupt our competitors—and, perhaps,
ourselves.

Jobs to be done
Unpacking industry and company orthodoxies
Industry and market discontinuities

We wish to revisit our strategy.

Allinsight areas

We have a promising but stalled opportunity.

Customer experience mapping and other human-
centered design approaches
Jobs to be done
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“To be open
externally,
you must
first be open

internally.”
—Henry
Chesbrough

Some of these design elements can be
completed or, at minimum, begun before the
actual session. For example, if you thought it

helpful to develop

+  Orthodoxy insights, you could capture
input efficiently through an internal
survey or by holding a few orthodoxy
workshops prior to the session

+ Discontinuity insights, you could create
a set of insights by applying the tech-
niques described in Chapter Two of The
Guide

+ Customer insights, you could consider
including a lead customer in your ses-
sion and/or conducting a few immersive

interviews beforehand

Open Innovation: Moving
Faster Than Your Internal
Development

Henry Chesbrough, the intellectual god-
father of the open innovation (OI) move-
ment, appropriately reminds us that one’s
own organization does not have a monopoly
on the best thinking and best technology

in a given market.'® If you don't already

have a well-established OI process in your

organization, using OI to move fast is not
an option. Indeed, enabling OI within a
large organization often requires significant
changes in mind-set, process, and incentives
and only begins to take hold after several
years. The organization must be comfortable
working across internal silos and hierarchy;
it must be moving toward collaborative
behavior as a daily routine. As Chesbrough
frames it, “to be open externally, you must
first be open internally.”

If your organization has an established
or even a nascent OI process and infrastruc-
ture, you can and should look to it as one
means by which to move faster. Most studies
analyzing OI efforts share the conclusion
that OI saves time and creates a competitive

advantage."”

Moving Faster: Collaboration
with Suppliers

One way to move faster on existing priorities
is to engage your suppliers in a focused way.
For example, Mondeléz operates a supplier
challenge process that is enabled by market-
ing leaders in each business unit and man-
aged by the R&D organization.'® In brief, it
works like this:
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1. Marketing provides a brief that describes Winners proceed to development
a particular consumer problem or need with Mondeléz; those who are not
that the company would like to address. selected are then free to pursue their
This step is critical, as it engages the idea with any other company, includ-
businesses from the start, clearly defin- ing Mondeléz's direct competitors.
ing Mondelézs internal demand. The compressed time frame heightens
2. 'The supplier community is invited to supplier commitment to the effort,
respond to the brief, which typically ensuring focus and speed.
would be seeking ideas about packaging _ T
or an enabling technology. The suppliers To date, Mondeléz has If your organiza tion
are given a defined time frame (based conducted well over a hun- an establi shed or even a
on the complexity of the program) to dred supplier challenges. ent Ol proce ss and
prepare their response. And although the efforts q>C ture, you can
3. Mondeléz hosts a daylong event at are typically incremental in infrastructurs K to it as
which suppliers pitch their ideas to nature, they have shortened and should 100 :h to
business unit and R&D leaders. For product development times one means by whic
its part, Mondeléz promises a “nay/ while increasing supplier move faster.
yea” decision in thirty days or less. commitments to the company.

“If Only | Could": Reducing Cycle Times on Breakthrough Products

Todd Abraham has been shaping the Ol approach with Mondeléz (and, previously, Kraft) since 2005. He offers clear and prag-
matic advice for moving faster when focused on breakthrough new product development, encouraging teams to stimulate
their creative thinking beyond the current product mind-set by asking “If only | could” questions.

That's what happened a few years back when a Mondeléz (then Kraft) development team began to stretch their
thinking about the coffee experience at home and at work. They knew that after a development cycle of several decades,
Nestlé’s single-serve Nespresso coffee machine was scaling successfully. So the team was searching for a disruptive

response of its own.
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Starting with“If only I could . . ., they
began to consider how the at-home or at-
office coffee experience could be as good as
or better than that of the best coffeehouse.
The question began stretching their think-
ing to solve consumer problems and address

trade-offs or tensions: “If only I could . . .”

+ Provide single-serve coffee that tasted as
fresh as a just-roasted bean . . .
+ . ..and deliver that experience
across several taste profiles
+ ...and ensure a“real dairy” experi-

ence to consumers

Within this frame, the team began
asking three other important questions:

+  What do we know already about creat-
ing such an experience?

+  What don’t we know?

+  Who else outside the company
might know more or have different

information?

The team quickly realized that they
would need outside partners. They used
specific criteria to consider and select a

partner, including, of course, a match of

specific technological capabilities. Of equal
importance to the team were criteria related
to culture fit, R&D investments, and the
partner’s philosophy toward brands.

As the list of potential partners nat-
rowed, the team focused on three evaluation

criteria®®:

+ Do the companies have a shared vision?

+ Do their overall missions aim for the
same goal?

+  Will their fundamental principles make
for a strong partnership?

The final result: the Tassimo beverage
system, which delivers single-serve coffee,
with or without dairy. Today, revenues for
the product line are about $500 million
globally. The system has two main compo-
nents: the Tassimo brewing machine and
the proprietary Tassimo discs (T DISCS)
with barcodes on each. The microprocessor
reads the T DISC barcode and perfectly
calculates the water quantity, temperature,
and brew time to make the beverage you
want. “All of the brewing happens inside
the T DISC. An inverse flow of filtered
water guarantees optimal flavor with virtu-

ally no clean up or residue from previously



made beverages. Most beverages are ready
in under a minute.”?

Mondeléz’s success represents the
combined efforts of Kraft Foods and the
Bosch and Siemens Home Appliance
Group.* The team’s Ol efforts did not stop
with the first iterations of the product.
More recently, the team drew on outside
expertise and technologies to improve the
flow of water through its Tassimo coffee
capsules.”?

Within the Mondeléz global R&D unit
of three thousand colleagues, there is an OI
framework that guides developers to meet
the enterprise mission: “Inventing delicious.’
The diagram here depicts the framework:

Knowledge Open
Management Innovation

Intellectual
Property

+

+

11

Knowledge management focuses

on the capture and reuse of
information. As Todd says, “The
thing about knowledge is, it grows as
you share it. We need to make sure
we do so.”

Intellectual property management
speaks to IP strategy, pointing toward
those technologies that Mondeléz
wishes to patent, keep as trade secrets,
and/or monetize through licensing

or sale.

Open innovation focuses on

those technologies that should be
accessed externally through OI

partnering.

Taken together, Mondeléz’s “inventing

delicious” framework reflects the lead-

ing practices the company integrates to

advance the enterprise mission. As we saw

in the Tassimo example, leading OI prac-

tice starts with the “what”—a customer

or consumer problem you are trying to

solve. The following diagram outlines this

process, starting with Todd’s “If only . . .”

question.
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1.1f only we could.. . . [solve this particular consumer

The what problem or deliver this new benefit]
2. What are the technical challenges to doing so?
The how
What don't What do What do
we know? others know? we know?
The “how” is enabled by a shared focused on moving fast through OI-enabled
understanding, mind-set, and culture within processes.

Mondeléz that, though not perfect, is

Moving Faster: Customer Collaboration

Avery Dennison is a global B2B materials company providing packaging and labeling solutions to end-use customers across a
broad variety of industries, including consumer products, durables, pharmaceuticals, and apparel. Most typically, their
product—pressure-sensitive material—is sold to “converters,” who print and die-cut Avery Dennison’s packaging material and
affix it to a given product. Although the company had been successful for over seventy-five years supporting its customer
base and current go-to-market model, the structure did not allow for any day-to-day interaction with the ultimate consumer.
Indeed, the company is even one step removed from a given product marketer, such as Nestlé or Bayer.
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In late 2011, the company’s innovation leadership realized that they risked missing shifts in consumer behavior and prefer-

ences related to packaging materials, given their go-to-market model and distance from the consumer. Moreover, they feared

that a lack of deep consumer understanding hindered productive collaborative relationships with end-use customers—Nestlé,

Proctor & Gamble, Ambev Budweiser, and others. To be clear, Avery Dennison did not see a need to change their business or

go-to-market model. Rather, they wanted to work with their current customers and at the same time find a way to build and

manage an innovation agenda rooted in a deep and rich understanding of consumer’s needs as the means by which to grow

their business and that of their direct customers.

Innovation leadership began an inten-
sive effort to develop proprietary insights
into the unmet and unarticulated needs
of consumers across each of its major
business segments. Initially, it used these
insights as one means by which to iden-
tify and detail new growth opportunities.
Soon after, they began to expand innova-
tion efforts to include end-use customer

collaborations. They termed their process
Brandfire.”?

Brandfire took much work to create,
though it is now implemented on a
per-customer basis in only a day’s time—
innovation fast! The goal is to develop
specific new packaging concepts through a
consumer-centric approach in a highly engag-
ing, interactive face-to-face dialogue with an
end-use customer. As the following graphic
depicts, the one-day session uses three inputs
to stimulate ideas, and concludes with a pri-

oritized list of opportunities.
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Brandfire Process

Trends
Consumer Insights
-3 —
Materials

Avery Dennison develops the three
inputs, describing significant and poten-
tially disruptive trends, consumer attitudes,
frustrations, and unmet needs regarding
packaging and technology developments spe-
cific to packaging. The insights are specific
to the customer’s business. For example,

a Brandfire focused on personal care and
beauty products would speak to consumer

brandfire | ?

3rciliier

Ideation

Ideas

needs for that market, whereas a session
focused on over-the-counter medicines
would speak to different consumer attitudes
and needs.

Success requires trust and collabora-
tion. Prior to the one-day session, the Avery
Dennison team and their customer agree
on a set of problems around which to focus
the discussion. The customer shares their



strategic plan and current new product
development pipeline. Avery Dennison, in
turn, shares proprietary information regard-
ing their technology and R&D agenda. So
far, every Brandfire session has led to shared
development efforts for near- and longer-

term products—all in a single day’s work.
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UHG, Ericsson, IBM, Shell, Mondeléz,
and Avery Dennison operate in very
different industries, competing and
creating value through very distinct
business models. Each shares an ambition
to enable fast innovation. And although
their specific business objectives and fast

innovation designs differ, each succeeds by

N N ) applying similar principles.
Key Take-Aways
« “Innovation fast” requires trade-offs relative to other, more time-consuming efforts. If you pursue innovation fast,

you must ensure that your business owner understands and supports your approach and understands what your

effort will and will not deliver.

«  Success in fast innovation requires a disciplined approach: fit-for-purpose, rigorous processes that are structured

with explicit design rules and clear governance. Efforts succeed or fail because of it.

«  Collaborative idea management is a productive technique to yield innovation fast. When done well, it will stimulate

employee engagement, enabling a more open culture and mind-set over time. Efforts are especially productive

in surfacing incremental ideas that can be acted on in the near term. If you seek bigger, bolder ideas addressing

critical strategic challenges, you must provide additional coaching and expertise to develop the ideas into clear and

compelling business concepts.

« Ol efforts will help you move faster if you have an established or nascent Ol process in place. Ol is more than just

accessing technologies; it is a fundamental shift in culture and mind-set. To be open externally, the organization

must first be open internally.

«  Suppliers and customers are a great source of ideas to help you move fast, if you structure your collaboration with

clear objectives and discipline.






Experimentation and De-Risking 6

| have an idea, but it has risks—how do | move it forward in a smart
and risk-managed fashion?

How do | do smart experimentation that helps me with proof of
concept or with iteration and improvement of the concept?

I have a business concept, but it has many unknowns. They are
slowing up the commercialization efforts (or drawing them to a
halt). How can | move it forward?

117
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Let’s say you reach the point where your
new concept is fully developed—on paper.
You are excited. You want to move forward
into execution. You see a plausible path
forward. You also see uncertainties. You also
see risks.

Most organizations identify risks in very
general terms, including

+ Customer risks, such as the newness of
the value proposition, potential switch-
ing costs, and stickiness

+  Channel risks, such as fear of alienating
existing channel and customer relation-
ships through changes in marketing mix;
shifts in other channel support; uncer-
tainty regarding the channel’s willingness
to take on a new product or service and/
or create new routes to market

+ Marketing risks related to building
awareness, trial, and repurchase

+ Operational risks in developing the
required capabilities, managing supply
chain complexity, and the need to work
with existing or new partners

+ Competitive risks arising from concerns
regarding the defensibility of the concept
or competitive retaliation in another

market

+ Regulatory and legal risks of all types—
within and across geographies—such as
patent protections, environmental issues,
and industry-specific regulations

+  Financial risks reflecting concerns about
the size and scale of investment to suc-
ceed, the ability to hold pricing levels,
and potential cannibalization of existing
products

+ Technology risks relating to feasibility,
development lead time, and the extent
to which a given technology will provide

sustainable advantage

What to do about so many types of pet-
ceived risk? If you are like many others fac-
ing this situation, you quickly conduct a risk
assessment, identifying broadly the types of
risk you perceive and their relative severity.
Then you might take a next step, such as one

of these:

+ Roll the dice and say, “This is
innovation—it carries risk, but let’s be
courageous and move forward.”

+  Stop in your tracks, because you see too
much risk in the proposition. It seems
overwhelming. You have other things to
do. You move on.



+ Dragyour feet by doing more opportu-
nity-specific analysis, which leads to . . .
more dragging of feet.

+ Do even more risk assessment by
conducting even deeper analyses on
financial, operational, customer, channel,

technology, and others risks.

Rolling the dice is brave but stupid.
Stopping in your tracks won't get you any-
where. Dragging your feet or doing deeper
risk assessment defines the term “analysis
paralysis”!

Leading innovators avoid each of these
four tactics and instead not only assess but
also proactively manage and mitigate risk.
They do so by applying techniques that
explicitly identify the critical assumptions
that they believe must be “true” for their
concept to succeed. With these assumptions
clearly articulated, they then design and
manage learning paths through which they
can efliciently increase their understand-
ing and certainty regarding the concept’s
viability, and subsequently make adjustments
to iterate the opportunity based on their
learning.

Stefan H. Thombke first suggested

deploying experimentation as an innovation
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discipline.! More recently, Eric Ries advo-
cated testing assumptions rigorously on a
minimal viable product (MVP).? He sug-
gests that testing the MVP “is the scientific
method: the business equivalent of clinical
trials. Assumptions must be tested rigor-
ously.”? Ries's advice focuses on start-up
ventures. ‘Lean,” he explains, ‘does not mean
cheap; it means eliminating waste by testing
ideas first . . . Companies shouldn’t ramp
up personnel and facilities until they've
validated their business model . . . Reacting
to customer behavior is not incompatible
with creating breakthrough products like
the iPhone,” Ries says, “which in the popular
imagination [wrongly assume that it] sprang

fully formed from the mind of Steve Jobs.™

Framing Risk to Manage It

Your best approach to dealing with uncer-
tainty and risk is to manage it proactively
and in a disciplined way. As a starting point,
you may need to reframe the way in which
you define risk. First, let's acknowledge that
there are some risks you cannot manage or
mitigate from your position as an innova-
tion team—or even as a large multinational.

Examples include risks related to geopolitical



120

disruptions, macroeconomic shocks, or natu-
ral disasters that have far-reaching societal or
economic effects.

But you can manage and mitigate most
other risks. Successful innovators who
bring and scale new-to-the-company and
new-to-the-industry concepts define risk

as the central and specific assump-
tions you believe must be true

for your concept to win in
Successful innovators who y p

bring and scale new-to-
the-company and new-
to-the-industry concepts
define risk as the central

the market. Assumptions
are by their nature
unknowns. You believe
them to be true, but

you don't yet know

> spGCiﬁc assumptions if they are valid and
true.
you believe must be true In some cases
inin ’
for your concept tow what’s unknown to
the market. you may be something

that some other company
knows—ryou just need to learn
it from them. For example, if your new
concept’s success rests in part at being excep-
tional at integrating services into products,
you might learn more from such organiza-
tions as GE, Siemens, and IBM, which
know quite a bit about integrating data and
services in product bundles. However, if

your concept is so new ot novel that no one
has yet had market success with that type
of concept, you cannot rely on desk research
alone to learn more.

Once you identify the critical unknowns,
you must increase your understanding and
knowledge quickly and cheaply, and you

need to define your learning path to do so.

Defining Your Learning Path

Let us say that you have described the criti-
cal assumptions that must hold true for your
concept to win in the marketplace. You hope
your assumptions are true, but you lack
information and/or experience to support
them. You have a knowledge gap that you
need to close.

To close your knowledge gap, you can
think of your specific opportunity with
respect to its relative “newness” to your orga-
nization, markets, and industry. Is the concept
similar to something else in your industry?
Might there be an analogous concept outside
your industry? Or do you believe that it is
“new to the world”? Is it something for which
you have a bit of understanding and knowl-
edge, but you recognize that you need to learn

more? Or is it something you don't know at



all? We depict these dimensions of “newness”
on the horizontal axis of the graph here. The
knowledge you do and don't have determines

your level of uncertainty. How you choose to
best close your knowledge gap depends on
the nature of the unknown.

High
“ Favors
& Primary
3 Experimentation
> for De-Risking
= Research to
2 .
) Fill Gaps
[
¥
5 Learn from Analogs
o
> Favors
Secondary
Low
Exists elsewhere Exists only outside Does not exist:
in the industry the industry New to the world

Your Experience with the Opportunity

Determining Your Learning Agenda

Primary and secondary research, ana-
logs, and in-market experiments are means
by which you increase confidence, thereby
managing and mitigating its risk. Let’s speak

to each of the three techniques in turn.

Learn from Previous, Similar Experience

If there’s a history to learn from or a path
that customers have already been down
that is similar enough to the idea or con-

cept that you are working with, you can
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research it further by one or more of

these means:

+  Primary market researchb—what are the
customers or consumers reactions to the
concept or to the specific questions that
you have about the concept?

+  Secondary research or data already
accrued, which are useful to your con-
cept inquiry.

+  Historical case examples you can follow or

learn from.

Primary, secondary, or historical research
to close your knowledge gap is great if you have
access to such information. But breakthrough,

Who is strong at creating
the experience or
benefit we are pursuing? 5

What principles do they
utilize? What business model

Asssumptions or Unknowns:
1.
2.

How does that change, stretch,
or differentiate our concept? organization?

What learning can we
extract and utilize in our
levers are used? business concept?

innovative concepts are by definition substan-
tially new or different in some way. These tech-
niques are likely to be helpful if you are looking
into line extension opportunities, but they will
not be as useful if your business concept is new
to the industry or new to the world.

Learn Through Analogs

It may be that there are aspects of your con-
cept that have unfolded in another industry.
If so, the experience of others from outside
your industry may help you increase your
understanding of and certainty in regard to
one or more of your critical assumptions.

Here is a framework:

Implications to our
Capabilities we have:
Gaps:

Costs:



As you can see, the framework pushes 1.
you to inquire about others’ concepts and
experiences, so you can then apply selected
learning to your concept and adapt it for 2.
your context. The type of dialogue implied
by the framework should be based on analy-
sis of at least several analogs outside your
industry.

Recall that we referred to GE, Siemens,
and IBM as companies that successfully
evolved and grew base businesses by inte- 3.
grating data and services into the product
portfolio. By way of example, if your concept
had similar aspects to it, you and your team
could look at these companies in terms of
the framework to learn and apply best-of 4.
learnings to your specific business concept.

Developing Your
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Identify the key unknowns about the
opportunity that constitute risk. Be
specific!

Prioritize the key unknowns. Ask,“Of
all the assumptions supporting our view
as to why we will be successful, which

is most important? Which assump-

tion is our first priority about which

we must learn more through in-market
experimentation?”

Design specific experiments that test
the priority unknowns. Again, you
should isolate and test only the few criti-
cal assumptions that must hold true for
you to win.

Test, learn, and apply. Capture learning
from each iteration of an experiment and
discuss how the concept should change

based on what you just learned.

, . .

Experimentation Agenda > Rep ;atl; MOdfy your exll) erments

on the basis of your new learning, and

If you believe you concept is compelling— experiment again with your existing
and is one for which there is neither a clear priority assumptions and/or with the
analog nor sufficient relevant experience “next set” of assumptions that need to
inside your organization—then you will be de-risked. Continue until you are suf-
benefit from iterative experimentation. The ficiently confident in your assumptions
technique helps you narrow critical knowl- to take the concept to scale.
edge gaps, and leading practice suggests five
important steps to managing and mitigating Let’s look at each of these steps in more
risk through in-market experimentation: detail.
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Identify the Key, Specific Unknowns
That Constitute Risk

Note that we continue to emphasize
specificity. Too many organizations cat-
egorize and assess risk in rather generic
terms: “Customer or market risk = high.
Operational risk = medium. Financial risk
= high.” Such general assessments may begin
to inform relative types of risk, but each is so
vague that it is difficult to do anything with
the assessment.
A more useful question is,“Why
might the customer risks be
high?” For example, you might

Too many Ol’aniZOtionS assess customer risk as high

categorize and assess
risk in generic terms.
Specificity matters in A
terms of risk manage-

ment and mitigation.

if you believe some or all of
the following:

Your price point is
significantly higher than
that offered by current,

though inferior, alternatives

. Switching costs are poten-
tially significant

+  Your concept’s underlying technology is
too new and/or is potentially not yet stable

+ The“hows” of the route to market for

your concept require a significant change

in customer purchasing behavior. Will

that change in behavior occur?

In practice, it is likely that your con-
cept will have a subset of these elements of
customer risk. If you find that each of these
customer risk elements is high for your
concept, then it is possible that you may have
advanced it to this stage of development
without sufficiently vetting a few of these
areas. Still, as you see from the illustrative list
above, by shifting from the general assess-
ment of “high customer risk” to a specific
description of the customer risk, you can
now focus attention on a specific area. For
example, if your greatest uncertainty from
the list above were “price point,” you could
focus on that aspect of your concept and
develop a specific in-market learning plan to
increase your certainty about it. You would
have identified the key issue and now can
address it.

Whitlpool Corporation serves as a real-
world example. A few years back, the company
developed and framed a business concept that
we will call “‘consumer-enabled, custom-built
appliances.” The innovation team believed that

a segment of consumers would place high value



on the ability to customize. But the team was
very uncertain about the way in which the
company could capture economic value. Would
the consumer pay a premium for a custom-
built appliance, relative to current products
available through existing retail partners?
Would share-of-market gain be the primary
economic driver of the opportunity? Might the
proposed concept capture value because con-
sumers will add more features, thereby increas-
ing the total purchase price for the appliance?
Once you've articulated the specific
uncertainty at hand, you can actually test
it. Whirlpool did so, and learned that the
economics of custom-built appliances lay
in giving people the opportunity to add
all the features they want, because when
you do, consumers tend to add more
features.’
Prioritize the Key Assumptions and
Unknowns

Effective experimentation requires that
you identify the most central assumptions
critical to success. With these assump-
tions defined, you design and manage a
series of iterative test-learn-refine experi-

ments to improve your confidence and

understanding. Although it may strike some
as paradoxical, taking sufficient time to

test and learn more about specific, critical
aspects of your concept enables you to move
faster and iterate the overall concept much
more quickly.

To identify the most important
assumptions, you should discuss, debate,
and decide which assumptions first and
foremost need to be true for the opportu-
nity to be real, meaningful, and valuable
to the organization. The most important
assumptions may be in any of the risk
categories we mentioned earlier: customer,
channel, marketing, operational, com-
petitive, regulatory and legal, financial,
or technology. For example, Whitlpool's
innovation team had open questions
regarding critically important assumptions
about their economic model. This priority
unknown became the basis for a fast and
inexpensive set of experiments that allowed
them to learn and adjust the business con-
cept accordingly.®

The next figure here depicts a simple
but useful framework that you and your
team can use to agree on the priority of

unknowns.
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High

~ TestLater
- (Secondary)

Uncertainty f---------——==S——_____

Test Early
(Priorities)

Build More
Do it! Than Test Secondary
Proceed to Tests or
Scale Potential
Scale
Low |
Low Central to Success of the Concept High

As you can see, the dimensions of level
of uncertainty versus the level of importance
reflect the two criteria that dictate which
assumptions to prioritize. The assump-
tion or assumptions that make it into the
northeast corner of the assumptions map
should pass the litmus test of “If this is not
true, not much else matters.” These represent
your top-priority assumptions for fast and
inexpensive experiment design.

A last note regarding prioritizing key
assumptions and unknowns: often you will

find that your assumptions fall into four

categories:

+ Market and customer affinity

+ Operational viability

+  Technological viability

+ Financial and economic viability

Tt is sensible that these four tend to be
the categories that typically emerge—and
that they do so in this priority order. Think

of it this way: If customers don't want it, or



don't want it as you're offering or position-
ing it, much of the rest will not matter. If
customers want it but you can't deliver on it
(operationally), then financials and econom-
ics are a moot point. And so on. So although
this ordering does not represent a hard-and-
fast rule, you can use it as a guide to assist

you in prioritizing your assumptions.

Design Experiments to Test the
Priority Unknowns

Now that you've established your highest-
priority assumptions, how can you test them?
Let’s first look at some important principles
of experiment design. When thinking about
designing experiments for business concept
learning and de-risking, you should:

+ Focus on the priority assumptions
necessary to close your knowledge gap.
Don't try to test everything about the
business concept.

+  Build for learning, not for earning. You
are not necessarily trying to validate a
“mini-me” version of the entire business
concept.

+ 'Think weeks, not months.

+ Think thousands, not millions of dollars

of expense.

+ Consider experiments on any neces-
sary element of the business concept.
Don't limit experimentation to testing
products or offerings only, simply assum-
ing that the rest of the business model
elements surrounding the concept will
be “as they are in the business today.”

+ Make the learning experiential. Be
there to soak some of it in, firsthand.
Don't outsource it to someone else.
You'll miss too much rich learning that
can be central to the success of the con-
cept and its execution.

+  Adjust as you go, even within a given
experimentation cycle.

As we've already noted, we encourage
“fast and cheap” experimentation. By this we
mean small experiments that isolate a single,
critical assumption from which you can learn
more about “the unknown” and then adjust
quickly. As you do so, you will find that
you can digest learning from experiments
firsthand and quickly. The practice will help
you move through successive learning cycles
effectively, accelerating your learning.

Figure 6-1 illustrates a framework that
can help you and your team think through
and design experiments for your concept.

127

Run “fast

and cheap”
experiments:
small experi-
ments that iso-
late one or two
critical assump-
tions from which
you can quickly
learn and iterate.
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Overview of Assumptions

Priority Assumption 1:

Priority Assumption 2:

Go to Detailed Experiment

Design Tool
Experiment Design Detail
Overview of Leadership e Eepectad Findings i Overview of Experiments
J Description (Hypotheses) and Monitor J
Requirements i ) e LA to Test Assumptions

2
Sponsor(s): » s Experiment 1:

Actions:
Clearance for resources, } n
facilities, and partners: A | * * Experiment 2:

Resources Required: Time Frame and Timeline Estimates

1. feople: Tasks Month1 _ Month2  _ Month3
2. y ) Experiment 3:
3 . Skills:

Est. FTEs

Per Experiment

Overview of Resources

People/Skills:
Facilities:

Expense Dollars:

Figure 6-1 Overview of Experimentation Agenda
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The framework in Figure 6-1 gets you +  What are the high-level resources or
started on thinking about the potential learn- sponsorships and permissions that we'll
ing path for the first few critical assumptions need to be able to do this?

that require iterative experimentation. It

helps you answer these critical questions: Of course, at some point, a more

detailed outline of your experiment

+  What are the priority assumptions we design will be necessary. Figure 6-2
are looking to learn about? guides you toward a more detailed out-
+ Atamacro level: How can we set up the line of any single experiment, including
fastest and most inexpensive (but effective) your anticipated resources, timeline,
learning path for testing the hypothesis? and support.

Experiment Design Detail

Experiment Structure Expected Findings Methods to Measure
Description (Hypotheses) and Monitor
Measure Method
. . 1
) 2.
. . 3.
Synthesis Game Plan
Actions:
: . A
A
o A
Resources Required: Time Frame and Timeline Estimates
!’eople: Tasks Month 1 Month 2 Month 3
Skills:
‘ Est. FTEs

. .

Figure 6-2 Detailed Experiment Design
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The framework in Figure 6-2 helps you
and your team to be disciplined and com-
prehensive in your thinking by requiring you
to detail each experiment. Of course, there
may be other questions that you will need
to address on a case-by-case basis, but these
are some standard questions that typically
need to be considered and thought through
completely.

Learn, Apply, and Repeat

If your team approaches these frameworks
rigorously and thoughtfully, you should at
this point have a fully designed experiment.

Lets turn now to the next two steps:

+ Initiate, test, learn, and apply. How
will the concept change based on what

we learned?

+ Repeat! As we noted eatly, you should
modify your experiment based on
your new learning and do it again until
you are sufficiently confident in your
assumptions to take the concept to scale.
Be aware that you will likely be scaling a
different concept. This is good! It means
you've iterated, improved, and de-risked.

In the following example of iterative
experimentation, note the parallel paths of
“in-market” and “office” learning activities.
Typically, in-market experiences lead to
additional questions, some of which can
be addressed through offline research and
analysis. The time frames are only illustra-
tive, but they are intended to suggest fast
iterations through which to build greater
confidence regarding your few, critical

assumptions.
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Experimentation in Action

Let’s review some examples that bring these approaches and techniques to life.

Gladiator by Whirlpool Corporation

Gladiator GarageWorks by Whirlpool Corporation is a garage organizing system that includes storage and organization and fit-
for-purpose appliances for the garage or basement. It is modular in nature, and hardened for use in the unfinished parts of the
home.

As an original idea, Gladiator did not start out looking like its current in-market manifestation. In fact, one could argue
that the idea was smaller and certainly quite different from the Gladiator GarageWorks currently marketed and sold in North
America. One original germ of an idea was that of a“garage refrigerator” The idea expanded to be that of “garage appliances.”
After all, appliances were commonly used in the garage, but they were typically “hand-me-down” appliances, such as old refrig-
erators and freezers, that had been moved out of the house.

Whirlpool’s initial idea was framed as “garage appliances made for the garage environment and garage uses.” As a team
began stretching, elaborating, and iterating the concept, they began to spend more time in the garage to learn. This was a new
area of the home to them, as the company’s historic focus and attention was the kitchen and laundry room. As they spent time
observing garage work and space usage, they learned about a different and relatively unmet need: storage and organization.
Garages were a mess, often used as “parking” for everything but cars.

This learning altered the team'’s view of the concept. Although they stilled viewed it as appliance-centric, their conception
began to incorporate other functions: enclosed storage, working space, and hanging storage. They developed a progressive
iteration of the concept as a freezer-workbench-storage system, and tested aspects of it in the market.

Although consumer response during this initial test cycle was positive, additional learning surfaced as well. First, the team
found that consumers placed much higher importance on storage needs than the team anticipated. In fact, they valued storage
at least as much as, and perhaps even a bit more than, the appliance portion of the solution. Second, as they observed consum-
ers building their own workaround solutions, the team realized that do-it-yourself modular solutions were highly sought after.
These two observations led them to a revised system that is very close to the current Gladiator GarageWorks solution.

The images here depict the evolution from the original idea to the scaled offering via in-market learning, testing, and
iteration.”
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Images provided by Whirlpool Corporation, June 2013.

In this example, iterative in-market learning shifted the emphasis of some key aspects of the nascent business concept®:

¢ The product evolved from “garage refrigerator” to the full-blown Gladiator GarageWorks System.

e The benefits evolved from a focus on appliance-like functionality adapted for a garage application to one offering storage
for everything from meat or beer to bicycles and sports gear.

¢ The target consumer shifted and expanded. The product originally started out as an “appliances for men"” proposition. But
as storage benefits and functionality were integrated within it, the concept began to appeal to Mom. Now it appealed to
twice the number of consumers within a given household.

e The potential routes to markets broadened as storage became a major component of the solution. For existing channels,
merchandising options broadened to include store aisles and departments unrelated to appliances. And new channels and

formats, such as home store supercenters, also became viable.
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The Gladiator example illustrates the + A single experiment focused on learn-

importance of several techniques and lessons ing more about a single assumption
to guide successful risk management and typically leads to learning in that one

mitigation: area—in this case, product configura-

As we've noted in Chapter Four, learning
in market and iterating on the business
concept are rarely a single-iteration prop-
osition. You must learn and iterate until
you are confident in regard to your most

important business concept assumptions.

tion. It also brings learning in other
unexpected areas, too—in this case,
new and additional benefits that appeal
to new and additional consumers in
the home.

In-market learning generally allows

you to stretch multiple aspects of the

Only then should you take the decision

business concept, not just the particular

to invest in scaling your concept. aspect you were testing.

McDonald's and Redbox

Most North American consumers are familiar with Redbox DVD distribution. Fewer are aware that the concept was developed
and commercialized by The McDonald’s Corporation.

The concept was originally focused on super-convenient, freestanding, automated retail—bigger than a kiosk, much
smaller than a convenience store. The notion was that McDonald's would use one of their strongest assets—their large number
of premium real estate locations—to grow into retail “beyond burgers.” Pairing up new and sophisticated vending technologies
with those real estate assets could succeed.?

As McDonald’s initially considered the concept, questions arose, including, What convenience items might sell best in this
kind of format and concept? For answers to this and other questions, there was no existing road map. Instead they would have
to test, learn, and adjust based on some in-market experiments.'°

An early test featured the vending technology, an “unattended convenience store,” if you will. It was eighteen feet
wide, over six feet high, and held approximately two hundred different items.” Through this test, McDonald's quickly



learned about which items turned most frequently. Among the
top sellers: video rentals. This led McDonald'’s to reconsider the
value proposition as “dinner and a movie,” McDonald’s style.
The team altered the model to focus on unattended DVD sales
to accompany fast-food sales—a model that drove traffic and
had a much more attractive revenue-to-cost ratio than earlier
iterations.’?

After multiple rounds of testing and iterating, the concept
landed on the present Redbox model: top titles only, $1 per day,
no late fees. If it costs $20 to purchase the DVD outright and you
keep the movie for twenty days or more, it's charged to your credit
card and you own it. Rent it for as long as you like, or buy it—your

choice.

Redbox installations at scale began at McDonald’s locations.

But the organization realized that the concept could spread
well beyond the restaurants. So they began to install them at
all sorts of convenience locations: retail drug chains, grocery
stores, shopping malls, and other locations where weekly or
more frequent than weekly visits were common. The concept
took off."

Redbox now has approximately thirty-four thousand
locations throughout the United States and Canada.' In
2009, McDonald’s sold the growing business model to
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Coinstar, a leading U.S. vending company, realizing a handsome windfall of around $200 million for the busi-

ness.” (In 2013, Coinstar changed its corporate name to Outerwall.) Redbox continues to innovate, now offering

a hybrid of kiosk-based purchases plus streaming video services for a fixed monthly fee. This enables them to

compete with the likes of Netflix, innovating their business model as video on demand continues to evolve and

grow.'®




136

The Redbox example is a good illustration

of the difference between testing for suc-
cess or failure versus testing for learn-

ing and iteration. If McDonald’s

innovation e
SUCCGSSfUI Inno original “unattended conve-

feels more like a series of
sidebar learnings, itera-
tions, and detours, rather
than the clean, neat,
ustraight-line” path we
erroneously think of.

nience store” concept had been
judged on a pass-fail basis, it

would have been shelved. The
same is likely true for subse-

quent iterations of the concept.

It is through the practice of test-
learn-iterate that they landed on

the successful Redbox model.

Key Take-Aways

As you can see from the aggregate of
our discussion, experimentation, much like
the work of innovation in general, is not a
“straight-line” path. As you hypothesize, test,
learn, and iterate to mitigate risk and opti-
mize the concept, you end up with learnings
you never expected to acquire and improve-
ments you would not have otherwise real-
ized. Success feels a bit more like a series
of sidebar learnings and conversations,
rather than the clea n and neat approach we
erroneously think of (or often hear about in
retellings of the history of an innovation).

You can and should embrace that notion.

«  Most organizations conduct risk assessments, but risk is too often defined in a highly general way, making it
difficult to identify specific actions for mitigating and managing risk. This is the important difference between
“financial risk = high” and “we need to understand whether we'll make money via share gain or margin

enhancement or both in this opportunity.” The latter is specific enough to allow you to design tests and to learn

based on those tests. The former is not and therefore not as helpful.

«  Organizations can be much more productive in their risk management if they learn to break the risks down to
specifics that they can act on to close their knowledge gaps. Once you identify all the specific and detailed
unknowns, you then focus on the few that must hold true for you to win in the market. For these select few,
you can then smartly and quickly narrow or close your knowledge gaps.



You can close your knowledge gap through one or more of three techniques: research, learning through analogs,
and in-market experimentation. The newer to the world or to your industry the opportunity is, the more useful it
is to experiment as a learning technique and a way to mitigate risk.

You should design your experiments to be “fast, cheap, and under the radar." The design should help you move
quickly so that you can build your understanding by developing new learning on the specific unknowns that you
know constitute risk. Avoid the temptation to design experiments to learn about the entirety of your unknowns or
to test the entire business model if you are not yet at that stage of commercialization.

Successful experimentation requires creative design and firsthand involvement from the project team. This will
provide visceral learning and enable better iteration of your concept. Keep this axiom in mind: design experiments
for learning rather than earning.

Organizations fear that experimentation will slow them down. Paradoxically, you will move faster and without as
many surprises if you take the time to think through design and execute a well-managed experimentation process.
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Innovating While in Market 7

We want more innovation and “upside” from our new product/
service introductions now that they are in market. How can we
innovate and “juice” our in-market business model concept(s)?

I have data that my product or service is not succeeding in the
market as planned. Did we sufficiently challenge our go-to-market
orthodoxies in launching this product?

We want to innovate both while conceiving a business concept and
after it launches. How can we “innovate while flying the plane”?

139



140

Most post-
launch
innovation
efforts are
initiated by
leaders who
recognize the
substantial
imbalance
between front-
end and
postlaunch
innovation.

Perhaps you have experienced the euphoria
of seeing your new business concept being
brought to market after months or years

of effort. Now it’s time for the returns

to roll in. Your innovation work is
complete, yes?

Well, maybe. Or maybe there is more
upside you can capture. Maybe you can capi-
talize further on the asset you already have
in market, your newly launched concept.
The fact is that innovation for a new concept

need not stop at launch.

|nnovating While Flying the
Plane

Disciplined, postlaunch strategic innova-
tion is feasible and enhances value. Google
understands this well. In 2010, for example,
Google innovators explored over 13,000
proposed changes to its algorithms. Of these,
8,200 were tested in side-by-side com-
parisons, 800 were evaluated further in “live
traffic,” and 516 improvements were made
to the search algorithm. That's a 95 percent
failure rate—and such failure is a natural act
at Google. The process is managed in part
through weekly “Search Quality Launch
Meetings.”

For most other organizations,
however, postlaunch innovation does not
come naturally. Yet it is a very attractive
proposition and one of the underdevel-
oped frontiers of innovation. A few leading
companies are pointing the way by taking
select front-end innovation techniques and
reapplying them in a fit-for-purpose way
to product and service concepts already in
market. Think of it as innovating while
flying the plane.

Most typically, concerted postlaunch
strategic innovation efforts are initiated and
enabled through the support of leaders who
recognize a substantial imbalance of innova-
tion resources and investment in front-end
innovation efforts relative to in-market
efforts. Organizations applying these prin-
ciples, techniques, and approaches improve
returns on their innovation investment. To
be clear, postlaunch strategic innovation is
not limited to pootly performing postlaunch
concepts. Rather, in many instances, the
efforts are focused on extending and repur-
posing concepts that are performing just fine,
or even unexpectedly well.

We see three general instances in which
postlaunch strategic innovation is applied

productively to products or services that:



+ Produce unexpectedly good results, rela-
tive to prelaunch forecast

+  Underperform moderately relative to
forecast but are not considered obvious
failures that should be abandoned

+ Are businesses of scale, where even mod-
erate increases in performance will add

substantially to bottom-line results

Principles to Guide Postlaunch
Innovation

Four principles should guide your efforts.

Apply front-end innovation techniques in

a fit-for-purpose way.

Front-end innovation techniques—such
as continued learning, insight develop-
ment, ideation, opportunity elaboration,
and experimentation—can and should be
applied to concepts postlaunch, whether you
have a product that is enjoying higher-than-
anticipated success or one that is underper-
forming, or when you have a keen intuition
that there is more upside for a particular
concept.

You will need to apply the front-end
techniques differently, focusing on the partic-

ular objective of improving your in-market

performance for a particular concept.
Targeted learning postlaunch will guide you
to potential changes to your concept and/or
may even lead to new, complementary prod-
ucts or services. You know that innovation
requires new learning. Continue that new
learning to capture the full potential of your

newly launched product.

Understand what is fixed and what is
malleable for your postlaunch concept.

In practical terms, there are fixed
components to an in-market concept that
are difficult and expensive to change. Some
fixed components, such as base product
design or regulatory conformity, may be
impossible to change without a complete
reconceptualization of a given concept. Yet
there are other aspects that can be improved
through innovation while in market. These
include elements of the marketing mix,
such as pricing and promotion, incentives,
routes to market, and the channel experi-
ence. Focus on what can be productively
changed for your particular context. Then
apply fit-for-purpose front-end techniques
to discover what additional innovations will

help you capture more upside.
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Use structured pilots for learning,

As we mentioned, the discipline of post-
launch strategic innovation is a practitioner’s
frontier and is likely to be new to many in your

organization. You may find it helpful
to initiate your postlaunch efforts

Postiaunch innova tion can through a structured pilot. A
0S

be productively applied
where you are underper-

carefully designed pilot that
offers learning by doing

is one of the most effec-

forming and/or exceed- tive capability-building

ing expectations. Apply 1t techniques.

where you Se€ additional Your pilot should
; red.

upSIde to be captu + Include compre-

hensive coverage of tools and
techniques for learning. Try
to include as many techniques as
is practical and productive, given your
objective. This will allow both practitio-
ners and leaders to apply and learn these
new techniques in service of capturing
more upside for an in-market concept.

+  Lean toward simple executions and work-
stream design for each of the elements of
the pilot approach. When you're trying
to learn new techniques, approaches, and
accompanying behaviors, it is always best

to learn to walk before you run.

+  Allow for sufficient “space”—people
and time availability—to execute your
pilot well. It's hard to learn new things
when the latest urgent topic is calling
your name in a different room, city, or
country. Deeper learning that sticks will
occur only if you make the space for the
development of new capabilities.

+  Focus on results, allowing the technique and
approach to gain traction within the organi-
zation. Focus on real problems that demand

real solutions—not just practice runs.

Pick your shots carefully.

Postlaunch strategic innovation requires
resources that are different from and addi-
tional to your current postlaunch manage-
ment processes and efforts. Just as you are
on the front end of innovation, you will need
to be thoughtful and consider your context
in choosing the in-market opportunities on
which you wish to focus.

Using Front-End Techniques in
Postlaunch Activities: Develop
New Insights to Enable New
Learning

Typically, all or neatly all of your organiza-

tion’s insight work is focused on prelaunch



activities within your specific innovation
process. Postlaunch, you most likely collect
data related to channel sell-in, customer
trial, and repurchase. If your launch meets
or exceeds projections, pats on the back all
around. If your launch falls below expecta-
tions, concerns arise: Perhaps our sell-in
efforts fell short? Perhaps there is a supply
chain fulfillment issue? Perhaps we were
wrong about the concept? Perhaps we should
pull it back from the market?

Most typically, postlaunch scrutiny
focuses on operational root causes, and activ-
ity is directed toward addressing shortfalls—
sometimes with success and sometimes not.
Just as typically, little if any postlaunch scru-
tiny is focused on developing new insights.
So let’s take a look at select insight types and
see how they may be adapted in a fit-for-

purpose way to postlaunch innovation.

+ Customer insights with regard to the
acquisition cycle, usage, and/or perceived
benefits.

+ Channel insights relating to in-store
sales (for B2C), channel partner activi-
ties, and overall channel support.

+ Online buzz, which, of course, includes

each of the aforementioned insight

categories. Your focus here is to authen-
tically monitor, assess, and understand
the implications of online conversations
and chatter related to your business or
concept.

+  Competitor insights in regard to the
competitive response to your new prod-
uct or service, with particular emphasis
on how this activity informs and, per-
haps, may reframe your concept.

+ Industry orthodoxies you may chal-
lenge, with particular emphasis on each

element of the marketing mix.

Customer Insights with Regard to
Acquisition in Both the Physical and
Virtual Worlds

Here your goal is to understand how your
customer is behaving in the acquisition cycle,
and you can use observational techniques

to do so. You are looking for things that
surprise you—both in a general sense and
with respect to what you anticipated prior to
launch. Ask yourself such questions as

+  What is happening in the physical and
virtual prepurchase channel experience,

whether B2B or B2C?
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+ How are customers behaving? Is there
anything that surprises us? How does
the customer’s experience and behavior
differ from expectations, and why does
it do so?

+  Does the behavior suggest an additional

customer need or needs that we could

meet?
What are the Which surprise
observed > us? Why do
behaviors? they do so?

When your customers enter the store
or the relevant section where your product
is displayed, what do they do? Do they go
to your product first? Or do they take the
first product they see? What attracts them
to your product and its competitors? If your
goal is to get customers to see your product
first, to touch it and interact with it, and
they are not doing so—what might you do?
What changes to the marketing mix and
channel support might drive desired changes
in behavior? Could you reposition within
the format? Could you put up flashing lights

that say “come over here”? You might find

4

+  Might there be a complementary prod-
uct or service we can offer?

+ Do our observations suggest possible
alterations to go-to-market elements of
the concept?

+  What additional enhancements might

we provide that innovate on the current

concept?
What need is What might
implied by » we do to meet
each surprise? the need?

small enhancements or revisions that make
meaningful differences in the results.

The four broad steps outlined in this
figure are helpful for developing customer
acquisition insights and for developing
customer usage and channel partner insights,

described in the next two sections.

Customer/Consumer Insights with
Regard to Use

You again apply observational techniques
to understand what is enabling or imped-

ing customer usage of your new in-market



concept—to understand the delights, the

disappointments, and the surprises.

+  What aspects of usage delight and please
your customers?

+  What behaviors surprise you? For exam-
ple, is there a compromise the customer
appears to be making? Are they impro-
vising with the product in ways you did
not anticipate?

+ Do you sense that there are needs you
have not addressed or never anticipated in

the original development of the concept?

Of course, you want to be developing
usage insights in the real usage environment.
For example, in a B2B setting, you may need
to observe your customer’s product usage in a
plant, in the field, or in their research labora-
tory. In a B2C setting, you may need to observe
your consumers usage in the home, at a restau-
rant, in a store, or at a NASCAR event.

For customer usage, you will find it
helpful to translate the implied needs into
specific ideas to improve the in-market con-
cept, such as:

+ An additional feature to include with the
product

+ Integration of services to improve the
use experience and/or provide additional
benefits

+  Changes in packaging

+  Changes to pricing

+  Changes in overall value proposition
positioning

+ Changes in other go-to-market practices,
such as channel support, merchandis-
ing, market communications tactics, and

choice of channel

Channel, Sales Associate, and Trade
Partner Insights

Your goal here is to understand how activi-
ties performed by the channel are enabling
or hindering your success. Observe the
channel and—when applicable—sales
associate behaviors. In many cases, we find
that what an organization believes about
the activities its channel is performing is
not, in fact, actually happening as antici-
pated. Indeed, when a team goes into the
field—to a retailer, distributor, or end

user—to observe behavior specific to an

in-market concept, they discover “surprises.”

The surprises emerge from observed

unanticipated behaviors, perhaps from a
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sales associate, a distributor, or an end-use
customer, or from online behavior.

When you go into the field, expect and
look for surprises by asking yourself ques-

tions like these:

+  What activities does each actor in the
channel perform? Are these enabling our
success, hindering it, or neither?

+  Are there aspects of the entire concept
that we can change?

+  Which are related only to the service or
product?

+  What changes in channel activities might
produce a better result? Does the change
also require changes to the product?
Which potential changes might require
product changes, and which ones do not?

All of your information gathering and
observations should be done in the market—
in-store or “in-enviro’—wherever that might
be. For this type of insight work, it is not
helpful to rely on customer interviews or
focus groups outside the environment and
context about which you are trying to learn.

Observation, inquiry, and data gathering
for channel and shopper insights may vary
across physical (and digital) environments.

For information gathering in the physi-

cal environments, include

+ Observation, and inferences from the
observations

+ Customer intercepts and exit interviews

+  Mystery shopping in the form of first-
hand learning expeditions

+  Sales associate observations and intercepts

+  Sales and store manager interviews and

intercepts

In virtual environments, insight gather-
ing might be a bit tougher. Online insight
gathering techniques tend to require a bit

more creativity and include

+ Direct access to the online purchasing
data—volumes, walk-aways, returns,
browses, anything you can get access
to—assuming your organization or your
organization’s channel partners have
such data and will provide them.

+ Call center sit-ins. Listen in on a sub-
stantial sample of inbound calls: What
are the incoming calls and orders about?
What are the delights you hear? What
are the frustrations? What unmet needs
do your findings portend?



Netnography—or, in laymen’s terms,
Web watching. What is the online buzz
with regard to your product/offering
and its acquisition? What are people
saying? What's the chatter? What are the
themes and consistent feedback? What
of this information can you take away as
“needs gaps” that you can leverage to add
more juice to the business concept?

Obviously there will be more chat-
ter online about movies and celebrities
than there will be about chainsaws or
paper towels. Still, if you look, you'll find
online chatter of substantial quantity on
just about anything. Leverage it.

There are an ever-increasing number
of services that monitor customer behav-
ior, preferences, dislikes, and frustrations
regarding your competitors, your com-
pany, and your products. These services
provide a useful and generally inex-
pensive tool for netnography, enabling
you to gather data from an enormously
broad number of relevant sources and
assisting you in distilling the data down
to key insights.

However, we urge you not to out-
source all of the online chatter monitor-
ing and learning to a third party. There is
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no substitute for firsthand, experiential
learning through which you get the raw,
unfiltered input. Give yourself the oppor-
tunity to obtain a healthy mix of both
casting the net wide through a third-party
service and building your own firsthand
impressions. One simple way to do this

is to Google the topic and read the blogs.
As is the case with ethnography, you'll

be glad you did. Too much distillation

waters down the learning!

Competitive Response Insights

Your goal here is to understand how com-

petitive response to your in-market concept

may help you further improve it. Use your

competitors actions as a lens through

which to see your concept’s strengths

and gaps:

+

Do they mimic or copy you, as Samsung
has done in following Apple’s smart-
phone and tablet innovations?

Do they counter with a poor-man’s ver-
sion of the same innovation or concept
or feature?

Does their counter get traction? If so, in

what ways?
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+  What does the market response to your
introduction and/or to your competitors’
counter tell you about what the market
really values? Or what the market would
really value?

Using in-market research and other
desk-based analyses, you then consider
what changes might enhance your offering
further—either to defend against competi-

tive encroachment or to go on offense. In

What have been Which of these
competitor are most telling

responses to our about our value

market offering? provided, or gaps?

Copy
(how)?

Counter with
(what)?

Other actions
(what)?

Circle the top 3

practice, your opportunity to develop
competitor response insights may lag
some of the other categories of insights
discussed so far. The potential lag is
a function of how quickly the
competition responds to your in-market
innovation.

The framework depicted here reflects the
thought process for mining competitor activ-
ity for insights that may guide improvements

to your in-market concept.

For each of the most
telling responses,
what can we infer

about our value
provided, or gaps?
(new needs?)

How might we up
our “innovation
quotient” on the
concept? (ideas)

Provide further or
different value?

4 4

Fill gaps?



New Orthodoxies We Can Challenge

Your goal here is to ensure that in commer-
cializing your concept you did not overlook a
profitable opportunity to break with indus-
try convention. Ask yourself: Do the new
insights regarding customers and competi-
tors suggest orthodoxies we overlooked? If
so, can we profitably challenge them?

Keep in mind that orthodoxies are

simply an additional way to frame customer,
ply y

What were our Why wer.e these
top 5 surprise N es?
z A What orthodoxies
observations during
does our

insight collection?

surprise point out?

channel, or competitor insights. But you will
often find that framing them in this differ-
ent manner (in terms of “how we think”)
can illuminate new innovation possibilities.
Applying multiple perspectives in search of
new insights is a consistently good principle.
The following is a framework to guide
you and your team in converting customer
and competitor response insights into new

orthodoxy insights.

If we were to challenge the
orthodoxy, what new
ideas/opportunities emerge
related to the concept?

Concept changes—additions:
Concept changes—reductions:
Service implications:

4

Go-to-market implications:

Other actions:
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Translating Insights
into Action

Often we find that as teams gather post-
launch insights, improvement ideas regard-
ing promotion, merchandising, and channel
support emerge. In some cases, the ideas are
sufliciently compelling that the organiza-
tion either implements them immediately
or conducts rapid test-and-learn experi-
ment cycles. As a result, they move quickly
to capture more innovation upsides for
their concept.

In other instances, organizations take
the step of translating their insights into
ideas in a more disciplined or deliberate
fashion. To do so, they ideate by combin-
ing select internal and external insights.
Ask yourself: What are the (multiple)
new business concept possibilities at the
intersection of particular insights we've
gained regarding customer behaviors and
unmet needs, channel or sales associate

behaviors, competitor responses we did

not anticipate, or new orthodoxies we've
unearthed?
In particular, you should focus on ideas

that may help you

+ Identify ways by which to target a new
“who” with the same concept

+ Imagine new positioning possibili-
ties or new ways of catching consumer
attention

+ Consider new tactics within a channel,
additional channels, or both

+ Explore the potential of easily added

new features

In many cases, these actions could be
taken without initiating a massive and
impractical redesign of product or platform.
You may even be able to develop a progres-
sion of ideas to test through experimenta-
tion. Figure 7-1 offers a guide for
using insight combinations to develop
new ideas for and improvements

to your postlaunch concept.



Customer Use Insights

Selected Insight:

Customer Acquisition
(shopper) Insights

Channel/Trade Partner/Sales
Associate Insights

Additional Insight Category

Selected Insight:

Selected Insight:

Selected Insight:

Ideas from the Idea “Bullpen”

combinations:

Ideas from Combo 1:

4
Ideas from Combo 2:
4
Ideas from Combo 3:
4
Etc....
4

Figure 7-1 Idea Generation from Postlaunch Insights

As you can see, the framework structures
your idea generation in ways that have you look
at the implications of two or more insights.

For example, you may have a channel partner

insight and an orthodoxy insight. In the
context of the two insights, your team would
consider ways in which to meet the particular

channel need by breaking with orthodoxy.
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As you generate ideas, you may also find
it useful to group your ideas into theme-
based clusters. For example, you may have
a theme related to a particular benefit, an
enabling technology, or a set of support
activities for one or more of your go-to-
market channels. Grouping ideas by themes
will allow you to organize your ideas and
options in a manner that will enable easier
referencing and use, both immediately and in
the future.

The following framework depicts two
dimensions by which you can position and
contrast particular ideas within a given
theme. The x-axis represents time to market;
the y-axis represents complexity. You will
find it helpful to sequence each idea in terms
of these two dimensions, allowing you to
quickly organize a large number of ideas
that you may want to pursue over time. The
“further-out” ideas on your timeline repre-
sent a reserve of sorts, from which you can

pull as the resource allows.

Domain Theme: (Theme or Value That the Aggregation
Of These Ideas Drives Toward)
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AN
(]
‘5’ .\(\Q
[v] C
] 0(‘
5 O
N
g %%
b= '\0
% \
K o?
Q Q‘
5 w
v}
Immediate
Lower
Now - Future

Time



You may find that you have more themes
or more ideas within a given theme than you
can productively consider or implement all at
once. In this instance, you will find it helpful
to prioritize them using these criteria:

+  Size of the potential upside

+ Required resources

+ The time required for you to develop
new learning and the time required to
take action based on the learning

+ Extent of disruption to your current
in-market efforts related to the concept

For your particular context, you may

wish to add other criteria, such as impact on

The Idea

What is the essence of the
idea or concept revision?

Value Proposition
From a customer benefit

perspective, what will we be
offering?

Delivery Model
In brief, what’s the business

model we will use to provide
the idea and benefit?
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other concepts in the pipeline or already in
market.

Finally, you will need to further frame
individual ideas within the domains for
execution. Because your concept is already in
market, you will want to move fast.

Shown next, an outline of an abbreviated
concept elaboration framework will guide
you in quickly framing, assessing, and vetting
some of these ideas or “business concept
add-ons.” The point is to think holistically
about the idea, its value to customers or
other stakeholders, and its impact on you,
without bogging down in long exercises in

business case writing and analysis paralysis.

Key Unknowns

What are the most central
risks we should be aware
of/mitigate?

Economic Model

How will this make money,

and in broad terms, how

high is the upside potential?
|

Differentiation

> Why is this different and

attractive vis-a-vis current
solutions?
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Continue to Experiment
for Postlaunch Learning and
Revision

Experimentation and rapid learning
and iteration techniques are also likely
to be helpful during your postlaunch
innovation process. You may have
early ideas about additional innovation
for the offering or concept that are
easily framed but need testing and
de-risking.

As Eric Ries describes in The Lean
Startup, a disciplined approach to rapid
experimentation can enable faster time to
value for a given concept.> We agree and
endorse his approach. He suggests apply-
ing the discipline prior to full-scale launch.
But why should such a high-value tech-
nique be fully utilized prelaunch, only to
be discarded postlaunch? Through fit-for-
purpose experimentation, you can innovate
postlaunch, developing and vetting new
improvements to surround your in-market

concept. You may believe that you can

improve your concept by revising promo-
tion, pricing, or support and service to the
channel. You may have ideas to improve
the product through additional features or
even, perhaps, to bring additional comple-
mentary products to market. If you are
not certain which of these will lead to
upside for your in-market concept, you can
raise your confidence through postlaunch

experimentation.

Postlaunch Innovation:
Illustrative Design Approaches

You can think of each of the front-end tech-
niques for gaining new learning—insight
development, ideation, opportunity elabo-
ration, and experimentation—as “LEGO
blocks” for constructing a specific project
approach to in-market, postlaunch innova-
tion that best fits your situation and context.
Figure 7-2 illustrates an approach featuring
new learning and initial experimentation in

parallel.
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Insights
Competitive
Existing Response Insights
knowledge ¢
review
—»  Orthodoxies

Work
design

Experiments
(on early ideas)

Figure 7-2  Postlaunch Design Example

This approach assumes that you have,
right from the start, specific ideas you wish
to test in market. You have ideas for which
you articulate assumptions—unknowns—
that can only be verified through iterative,
in-market test-and-learn cycles. The assump-
tions are within one or more of your four
typical priority areas:

1. Market and customer aflinity
2. Operational viability

Creating Alternatives

Idea/Option
Generation

3. Technological viability

Synthesis
(Theme
Creation)

Acting

New Idea
Experimen-
tation

(selected ideas)

New Idea
Execution
Planning

(selected ideas)

4, Financial and economic viability

The approach also assumes that you

want to develop additional new learning

about your in-market success. For example,

perhaps you are having far more success

than you and your colleagues ever envisaged.

You wonder: Is our success a result Of an

insightful value proposition well executed?

Did we underappreciate the importance of
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the form factor for the concept? Perhaps our
channel support was such that our go-to-
market partners were so well incented and
supported that volume took off?

As Figure 7-2 depicts, you will run
parallel efforts to develop new learning in
particular areas while managing a series of
iterative experiments that you anticipate will
bring greater clarity to a few key unknowns.
The effort leads to ideas that you prioritize
and then elaborate briefly. Ideally, this then
leads to new execution(s) from your experi-
ments and additional experimentation based
on the new learning. We deliberately do not
suggest speciﬁc timing or resources required,
as these are wholly dependent on the specific
context. Generally speaking, this type of
approach requires several weeks or more.

Many successful approaches to post-
launch innovations efforts are variants of the
process illustrated in Figure 7-2. You may
find, for example, that you could move from
insights directly to action, without addi-
tional ideation or experimentation.

Your specific approach will vary based

on such considerations as

+ Types of insights you find helpful.

You may have the time and resources to

explore many types of insights that can
help you develop new learning regarding
your in-market concept. Alternatively,
you may think that your potential
centers wholly on the purchase

occasion, and you might therefore

focus only there.

Existing ideas and insights devel-
oped prelaunch. Sometimes you can
return to prelaunch ideas and insights
to identify potential actions you might
take to improve your product. In this
context, you may be able to “just do it”
and take some of those ideas to test

or to immediately apply them in
market now.

Value and importance of experimenta-
tion and the types of experiments. If
you have specific ideas about which you
have great certainty, you may skip experi-
mentation. Alternatively, you may want
to incorporate it into your work and
move through a cycle or two very quickly.
The types of experiments you conduct
may shorten or extend your timeline.
For example, it may take more time to
arrange experiments with customers in

a B2B setting than it would in a retail

environment,
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Your starting context necessarily shapes POS tlaunch Innovation

Pioneers: Select Case

your particular approach to postlaunch

innovation. In some instances, you can move

through the process with great results in Examples

a matter of weeks. You may find that you Let’s look more closely and holistically at
can use existing ideas and move directly to several cases of organizations that have
experimentation. The point here is that you extended the scope of innovation by suc-
select all or some of the LEGO blocks and cessfully applying this type of in-market
configure them in a fit-for-purpose way to learning.

your particular in-market circumstance.

Whirlpool Corporation

Whirlpool Corporation proactively applied strategic innovation principles to in-market product launches. Through their experi-
ence in doing so, the innovation team revamped its end-to-end innovation process to include innovating while in market.?

Whirlpool’s long-term innovation capability-building efforts are well documented.* For a decade, the company focused on
the execution and continuous improvement of their front-end innovation process, known internally as the Double Diamond
process and approach.’

Their high-performing front-end innovation process focuses on insights that lead to ideas that ladder up to domains within
which teams develop individual business plans and business concepts that are brought to market. Historically, the approach
was quite helpful in generating a comprehensive set of commercialized new ideas and growth paths. Various external sources
document that Whirlpool created billions of dollars of new revenue through their work on this front.® But they wanted more.
Senior leaders and the central innovation team believed that their ten-plus years of experience in creating value through the
front end could be extended to postlaunch execution. They intuitively believed that there had to be upside innovation potential
in products recently launched into the market. Simple math instructed them that even small gains on any of their scaled busi-
nesses or brands would deliver substantial value to shareholders.

Whirlpool took action consistent with their years of learning, and designed and launched an initial pilot through which
they could learn more about the value of postlaunch innovation. The pilot focused on a recent launch in their flagship
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business: laundry. The choice was made both for the impact that it could have and for the credibility it would help bring to the
application of postlaunch innovation techniques. The pilot approach included consumer usage insights, shopper insights, trade
partner and sales associate insights, and early experimentation.

Early in the pilot, the team developed about sixty implementable concepts organized into four different “go-to-market”
domains. They then extracted ten of the best initial ideas and framed them in more detail, including short and inexpensive
experimentation plans. Whirlpool’s work resulted in opportunities for innovation on the concept launch that added up to a
potential for $50 million in incremental revenues.”

This graphic is an overview of the pipeline of postlaunch innovations that Whirlpool created for itself.

A Pipeline of Opportunities

In Experiment

|

| I Or Scale-Up
[ ! Elaborated « Two experiments
! Garden of Ideas ! Opportunities « Preliminary

and Insights recommendation >
| | 10 opportunities; ) ]
Ie 4 domains 5 < estimated value $50M a‘ - Eight experiments '

60 ideas annual revenue tolearn ?bOUt key
assumptions on
38 insights ideas

Graphic provided by Whitlpool Corporation.
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Whirlpool’s innovation in postlaunch activities is made possible by their mastery of their original innovation process.
They leveraged strengths and capabilities already built through years of exercising and honing this discipline. They lever-
aged that capability along with postlaunch design and piloting to further enhance their end-to-end innovation capabili-
ties with proactive pursuit of postlaunch innovation. The company’s redesigned “Triple Diamond” innovation process is
illustrated here:

Opportunity
Discovery Development Deliver and Grow

Select

Domains Approval

Strategic @a Project Execution
Focus

Experiment

Graphic provided by Whitlpool Corporation.

Reflecting on the effort, Moises Norena, Whirlpool’s director of global innovation, notes that many of the insights
and potential innovations that Whirlpool developed could be applied across categories—that is, beyond laundry and
into refrigeration, cooking, and other new market spaces.? Whirlpool’s experience is a common outcome of this type of
approach.

Moises and the innovation team appropriately view these efforts as a significant management innovation, and at one point
termed the change as a shift from a“Launch and Leave” approach to one of “Launch and Love!”” More recently, as the team
promulgates this management process innovation across Whirlpool Corporation, they refer to this stage of the innovation work
as “Deliver and Grow.""°
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Herman Miller

Office furniture giant Herman Miller distributes its configurable, modular office furnishing systems through its
dealer network. The company’s systems can be designed and installed as a fit-for-purpose solution for each
customer’s needs. Typically the dealer is the channel member who assembles the furniture for the customer at
the customer’s location(s).

Herman Miller extended its innovation efforts to include in-market activities through an effort dubbed “the Last Mile! The
program’s initial focus in 2004 was to make “dealers as healthy as possible—and to help them best represent Herman Miller’s
strengths as a company.” For example, Herman Miller teams helped their dealers improve their purchase-order-to-cash cycle,
shortening it by fifteen to twenty days.

After several years of success with the Last Mile, the company extended its scope to include postlaunch innovation by
specifically focusing on learning more about their customers’ frustrations, delights, and unmet needs during the end-to-end
delivery and installation process. They learned a lot. For example, although the company had developed a just-in-time delivery
system, the parts and modules were being loaded on the trucks at the convenience of the deliverer, rather than that of the
receiving customer or of the dealer responsible for assembly at the customer’s location. This led to complications and frustra-
tions that the dealer and customer had to cope with, such as

¢ Having to unload all pieces of a given component of the same type as a group, rather than having the various components
consistently matched with other elements of its system. This practice led to longer install times and headaches for both the
dealer’s installation team and the customer’s installation manager.

¢ Increased storage requirements for the components delivered to the customer that could not yet be installed because one
or more of the required complementary elements of the system they formed were not yet delivered.

¢ Job site clutter arising from the aforementioned mismatches.

The team’s new learning and insight led to a completely redesigned delivery process. The changes included loading trucks
so that when an order is delivered on-site to a customer, the product is off-loaded according to the dealer’s first assembly step.
The company also stores finished goods for a particular order until the time at which the order can be shipped completely.
The changes save time and money for the dealer and helped the company grow during the last downturn. To enable all this,
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Herman Miller developed a laptop-based system to further enhance dealer-to-company communication and coordination on

system design and delivery.

These delivery system innovations greatly enhance the company’s standing and value to their dealers and customers.

Doing business with Herman Miller is now faster and easier than before because of their customer-centric delivery model. This

was facilitated by their applying the lens of customer delivery and installation efficiency (and gaps) to their high-quality modu-

lar product offering, which had been in market for years."

Postlaunch Innovation Issues
to Anticipate

Because postlaunch innovation work is

a new frontier for many practitioners,
there are several important issues to
consider. Think of each as a “watch out”
you should be aware of as you initiate and
scale postlaunch innovation within your

organization:

Anticipate and prepare for ways through
which you can integrate postlaunch
innovation techniques into your cut-
rent commercialization or postlaunch

management processes.

Postlaunch innovation will thrive in your

organization if and only if it is integrated

into other postlaunch processes. Integration

provides greater “stickiness” than does con-
ducting these efforts as separate and distinct
projects. You know that “special projects” are
hard to sustain over time. Therefore, you
should anticipate and plan for migration to

existing processes and systems. As possible,

involve and engage your colleagues actively in

your eatly pilot and subsequent integration

of the techniques.

With postlaunch innovation, you will
always find yourself playing in some-
one else’s sandbox. Be prepared for
push-back, and be proactive about
productively addressing it as soon as it

surfaces.

Postlaunch in-market innovation ruffles
more feathers than innovation that focuses

on conceiving and launching brand-new

Postlaunch
innovation

will thrive in
your organiza-
tion if and

only ifitis
integrated into
other postlaunch
processes.
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Postlaunch
innovation

is a powerful
value-enhancing
technique. The
upside is there
for the taking. Do
yourself a favor—
don't skip it.

ideas or concepts. Why? Because you have
colleagues whose full-time job focuses them
on in-market execution and support of the
current product portfolio. There are many
designers, engineers, marketers, and general
managers who have been working on the
new product launch for a long time. They
are heavily invested, and rightly so. When
you begin looking for additional innovations
to add to the concept, you are proposing
changes in an area that is very near and dear
to these folks.

Strong ownership of what's already
in place is natural and in many ways quite
healthy. Therefore, you must be prepared
to engage the relevant constituencies and
leadership productively. You can do so by
employing a well-thought-through program
and a deliberately collaborative and engaging
approach, and by engaging a senior sponsor

to assist with roadblocks.

Postlaunch innovation must feature
experimentation techniques ina
big way.

Keep in mind that experimentation
means “learn and iterate quickly,’ not “test

and approve” or “test and kill.” Continuous

reinforcement of this different view of
experimentation may be necessary, especially
within the community of colleagues account-
able for in-market execution.

Productive use of experimentation
takes on added importance in the world of
postlaunch innovation environment. Why?
Because fast, cheap, and focused experimen-
tation is an even more prominent technique
in the postlaunch innovation environment.
Behaviors often regress to the mean, and
your organization may have a history of test-
and-approve pilots. If so, it will take much
more than one or two conversations or case
example experiments to make “learn and
iterate quickly” an accepted practice. In short,
get yourself ready for an ongoing change

management effort on this topic alone.
o000

These are substantial issues to anticipate.
And there is no doubt that developing and
implementing a sustainable postlaunch
innovation capability will be challenging. But
when all is said and done, it is a powerful,
value-enhancing innovation technique. The
upside is there for the taking. Do yourself a
favor: try it; don't skip it.
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Key Take-Aways

«  Postlaunch innovation represents one of innovation’s frontiers, and it is a missed opportunity in most organizations.
Many front-end techniques and approaches can be reapplied postlaunch in a fit-for-purpose way.

« If postlaunch innovation is a new discipline for your organization, you should approach the effort through a
structured, focused pilot. Your organization is likely to have established processes for piloting new initiatives.
Learn from them. A deliberately designed pilot structured in a learning-by-doing way is one of the most effective
capability-building techniques. There should be change management components to your pilot, as postlaunch

innovation represents a change in how the work of innovation is done.

«  Experimentation is an important postlaunch innovation technique. Experimentation means “learn and iterate
quickly," not “test and approve” or “test and kill." Your success will probably depend in part on your efforts to
continually articulate the distinction—particularly if your organization has a history of conducting test-and-
approve pilots.

« Anticipate and plan for some issues related to postlaunch innovation, including internal resistance. In particular,
others in the organization may feel that you are playing in their sandbox. Proactively collaborate with key
stakeholders and leadership to build support for the effort.






Organizing for Innovation g

I want my organization to innovate, but the natural tendency of the
organization is not to do that. What do | do?

We (the organization’s leadership) don't manage our innovation sys-
tematically. Thus we don't stick with it over time. What can we do?

We want our leaders. . . our “Top 100". . . to have capabilities to lead
innovation efforts, to design them to get results. What do we do?

How do | integrate innovation concepts and processes into our
learning and development programs?
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For innovation to take root in an organiza-
tion, you need to create an environment that is
welcoming to your efforts, that reinforces and
facilitates your actions. But one of the
unspoken truths of innovation is

An uns poken truth that organizations are built to do
n

of innovation is that
organizations are built
to do exactly what they
are already doing. The
vast majority structure
themselves to meet the
needs of existing cus-
tomers with existing
product and services.

exactly what they are already
doing. Indeed, the vast majority
structure themselves to meet
the needs of existing custom-
ers with existing product and
services, sold through exist-
ing go-to-market channels. A
few do so with extraordinary
success, others disappoint
terribly, and the vast majority
achieve average results.
Of course, organizations are
not naturally welcoming of change,
nor do they easily adapt and integrate
a new direction into their growth efforts.
They are wired neither to challenge their own
orthodoxies as a matter of course nor to take
action that departs from accepted industry
convention. Resistance to change is not
surprising, but this resistance is generally not
acknowledged by companies that desire to
build an innovation capability.
If your organization is serious about

innovation, you must also be serious about

creating an environment in which innova-
tion can flourish. To do so, you will need

to ensure that innovation happens through
and because of the system—rather than in
spite of it. You will need to build innovation
muscle and manage innovation as a disci-
pline and capability. How will you do this?
By thinking deliberately about the way in
which your organizing actions can enable
systemic innovation.

A Framework for Organizing
the Elements of Innovation

Business school professors, consultants, and
perhaps your own organization each have a
model or framework to guide organizational
design. For example, Whirlpool Corporation’s
Nancy Tennant first architected and then
enabled innovation through a“Wheel of
Innovation” framework that helps guide and
progress efforts toward the company’s goal
of driving growth through an embedded
innovation competence." The Wheel identi-
fies the critical organizing actions to sustain
and extend innovation capabilities over time,
including changes to process, augmented
metrics, and leadership behaviors.

WEe find it helpful to think of these

actions as a set of “organizing elements” you



can use in combination to nurture a culture
of innovation in a sustainable and beneficial
way. Changes to these organizing elements
represent deliberate and disciplined choices
for structuring and supporting efforts within
your organization to make innovation hap-
pen “because of the system.” The elements

include

+ Your core innovation approach and
process

+  Supporting tools and frameworks

+  Skills and skill building

+  Metrics and measures

+ Incentives

+  Surrounding and enabling processes—
for example, annual planning, budgeting,
and resource allocation

+ Funding mechanisms

+  Organizational communications—
internal and external

+ Leadership engagement and decision
making (both behaviors and mechanisms
or processes)

+  Structural adjustments to facilitate and

perpetuate innovation

Figure 8-1 is a visual summary of these

organizing elements for innovation. The end
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game, of course, is to achieve the innovation
results you want and need for your organi-
zation. You are not organizing for the sake
of change. You are organizing to achieve
innovation for growth. You may also notice
that “culture” is not a separate element. Our
view is that the particular combination of
the elements listed is what informs and
shapes a culture of innovation within any

organization.

Design Principles for
Organizing for Innovation

In working with organizations across
geographies and industries, we often hear the
qualifier, “But things are different here.” We
agree—differences in innovation ambition,
culture, leadership style, and industry
structure should lead to distinct and
sometimes nuanced actions. For example,
Whirlpool Corporation’s enabling actions
work well within their organization, but if
you were to attempt to replicate their actions
wholesale within Google, ABB, Shell, or
China’s Bailian Group, the results would
likely disappoint.

Each situation is different, so we

caution you against quickly accepting and
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implementing preset approaches. There is
no single solution or silver bullet that fits

all organizations. There is, however, a set

of design principles that are consistently
helpful. Use these principles as a guide as
you consider which actions may be most
helpful to moving your efforts forward.
Think of them as a checklist with which you
ask yourself whether a given design

+ Is a comprehensive approach through
which you consider each element as a
means by which to enable and sustain
your innovation ambition

+ Reflects a systemic approach in which
several discrete actions reinforce each
other, bringing greater coherence and
cumulativeness to your efforts

+  Works with the grain of the
organizations culture, featuring some of
the same characteristics prominent in
previous successful change efforts

+ Avoids innovation “islands,” integrat-
ing with key parts of the organization,
such as process, leadership, and talent
development

+ Enables the organization to be more
open internally so that it may also be

open externally

Think Comprehensively

If you seek to innovate sustainably, you will
have to make changes within and across
several organizing elements. For example,
one organization that embedded its innova-
tion process only within their new product
development (NPD) process became frus-
trated that they were not making sufficient
progress on breakthrough innovations.
One root cause: although the organization
rewired its innovation process well, it did
not also make changes to metrics, incen-
tives, and structure, so the measures that
align to process objectives for breakthrough
were lacking. Also, leadership attention was
not sufficiently focused on supporting the
objective. The result: an improved NPD
process that brought incremental products
to market more efficiently, but fell short of

delivering breakthrough innovation.

Design Systemically

Any high-performing system has reinforc-
ing mechanisms that work together to
accomplish its objective(s). You must design
your system the same way. Be careful not to
treat design options in an“a la carte” way. In

practice you will find that some fit well and
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Each
situation is
different. We
caution
against quickly
accepting and
implementing
preset ap-
proaches for
organizing for
innovation.
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others do not. The system that is “best for
you” is one that is guided by your innovation
ambition, culture, and marketplace context.
Others in your industry, including
direct competitors, may be organizing for
innovation at scale. Although it may be
helpful to learn and understand the scope
of their activities, it would be dangerous to
assume that you could take their approach
and apply it wholesale to your

organization.

Develop the least trau- By way of analogy:
i our Southwest Airlines and
matic changes toy

existing system that get
the innovation job done,

Singapore Airlines are
both very successful aitline

companies, each with their

then get to work IGGI-’n" own distinct, coherent,
ing to manage it. Th _’S and successful business
may sound pOerOXICG’ model. If one company
to tra nsformation, but were to copy the other’s

business model and run

it's not. their operations by it, they

would fail. The same is true for

your organization: don't copy others’

organizational designs wholesale. Instead,
design your own. If you do not feel capable
of developing a strong systemic design on
your own for your organization, pull in some

experienced help.

Work with the Grain of the Organization

Develop and execute the least traumatic
changes to the existing system that still get
the innovation job done for you, then get to
work on learning to manage the new system.
This may sound paradoxical to the notion
of transformation for innovation, but it is
not. Any organizational change is difficult to
achieve. Innovation has the added challenge
of organizing such that the organization can
and will do things it has never done before.
You don't want to make the transition even
more difficult by deliberately targeting big
step-change reorganization actions when
they're not necessary.

As a starting point, think about signifi-
cant, deliberate, and successful change(s)
within your organization over the last
five years. Examples might include a new
emphasis on a particular geographic market,
an enterprise-wide focus on Six Sigma, or
a new business model requiring a different
approach to market. You can learn from
those involved how they “worked with the
grain” to make organizational changes over
time that enabled their success. Understand
what worked well, what fell short, and what
good and bad surprises emerged.



Design a Fit-for-Purpose System

Ask,“What is the primary thing that we
need our innovation system to achieve?”

For example:

+ Do you need new ideas, such that you
need to design a system that favors front-
end new thinking and actions, but adop-
tion by the organization is a fait accompli?

+ Do you believe that “ideas are not my
problem—getting to action is the
problem!” If so, you may want to design
a system that first and foremost enables
ownership and transition to commercial-

ization as early as possible in the process.

Or perhaps you need to design so as to
address both of these problems. What is
“best” for you will be different from what is
best for other organizations—even those
within your own industry. Therefore, you
should keep your most important innovation
objectives front and center as you structure

a fit-for-purpose system. “Fit for purpose”
does not dictate that you exclude elements
that enable secondary objectives, but the goal
is to drive your primary objective(s), with

secondary benefits as a welcome bonus.
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Avoid Isolated Innovation Islands

You will never achieve innovation at scale in
your organization by keeping your activi-
ties permanently isolated. Unfortunately,
organizations do this far too frequently,
declaring that “R&D [or some other named
group] should innovate and then we'll pick
it up when it’s fully vetted and ready.”

Most typically, this approach fails because
the “isolated island” is rarely able to garner
the support and resources needed to move a
given innovation forward. Instead, you should
design a system that targets driving innovation
into the core of the business early and often.

It's the best way to avoid “tissue rejection.”

Foster Openness and Networks

As we've noted elsewhere in The Guide, Henry
Chesbrough recognizes that for an organiza-
tion to succeed through open innovation—for
it to be open externally—it must first be open
and aware internally and collaborating across
internal organizational boundaries and hier-
archy. This is true for the broader discipline

of innovation. Innovation works best when
individuals, teams, and the entire organiza-
tion are open to considering new perspectives,

ideas, and thinking.
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The Organizing Elements

With the basic design principles top of
mind, we can look at the individual organiz-
ing elements in Figure 8-1 and discuss how
you might consider deploying each to enable

innovation.

Innovation Process and Approach

Most organizations have an explicit innova-
tion process in practice or an implicit process
through which the work of innovation
progresses. There is no one “best” process for
innovation, as each organization has unique
cultural features that necessarily shape how
work gets done. This Guide speaks to build-
ing blocks that you can use, and Chapter
Ten speaks to alternative designs for various

innovation issues and scenarios.

Supporting Tools and Frameworks

Here and throughout The Guide, we share
several fit-for-purpose tools and frameworks
designed to help you guide dialogue around
a specific objective. Tools and support-

ing training and skill building help you

structure, remember, and repeat particular

techniques. They help institutionalize a con-
sistent approach.

A caution: too many organizations
search for the magical set of tools that they
(incorrectly) hope will solve their innovation
problem. Don't get caught in that trap. It's not
the tools, but rather the work itself and the
system that supports the well-executed, end-
to-end work of innovation that get results.
Tools are just one piece of that equation.

Of course, tools come in all forms:
electronic, paper-based, decks of cards,
video, and so on. They can even be impro-
vised, “flip-chart-based” tools if you know
the materials, techniques, and underlying
principles well enough. There are also many
software tools available.

As an organization’s innovation
capability matures, innovators begin
tailoring existing tools and creating their
own homegrown and customized versions
of insight, ideation, and knowledge-capture
tools as well. These efforts help weave tools
and skills into the fabric of everyday work.

Innovation Skills

Building a critical mass of innovation skills is

one of the most important things you can do to



create an effective innovation system. To illus-

trate the point, imagine two different scenarios:

Scenario one: people with innovation skills
but no tools or process frameworks
Scenario two: people with innovation tools,

but with no skills to use them.

Skills trump tools every time. The good
news is that you don't have to trade them off.
You can and should use both.

There are, of course, many alternatives
for building innovation skills. We find that
actions within two broad skill-building

categories are most effective:

+  Skill building through learning

interventions. This includes learning

by doing, action learning programs, and
conventional training forums.

+  Skill building through targeted
acquisition. This includes hiring,
contracting, open innovation, and

alliances and joint ventures.

Learning by Doing
People learn and build skills while making

progress on an important innovation issue.
Apply a deliberate and structured approach
that integrates coaching, facilitation, and
mentoring. This approach tends to be supe-
rior to pure classroom training or external
seminars because it is “the real thing.” Many
organizations have taken advantage of this
technique. Whitlpool Corporation offers an
example.

Learning by Doing: Whirlpool Corporation

Whirlpool Corporation has conducted multiple rounds of structured learning-by-doing skill-building efforts over their thirteen-
plus years of building and maintaining an innovation system. When senior leadership first initiated efforts to build innovation
capability in 1999-2000, innovation teams designed and led regionally focused large-scale efforts that involved scores of
people within each region. Leadership supported the efforts through structured, episodic sessions that animated and enabled
each of those efforts and shaped an integrated, enterprise-wide agenda. Through these structured work efforts, scores of inno-
vation practitioners became skilled within a year while developing new product concepts that Whirlpool brought

173



174

to market. Those practitioners then proceeded to drive additional efforts, further extending innovation skills, process, and
techniques.?

In 2010, Whirlpool sensed that it needed a“booster shot” to revitalize its innovation muscle. Innovation leadership
structured and drove a series of projects across each of their regions to turbocharge their innovation pipelines and capabilities,
focusing on key product, business model, and service development areas. Over the course of a year, the company rejuvenated
and upgraded their innovation skills in each of their regions such that continued use and propagation could occur.? Whirlpool's
efforts represent leading practice, providing an excellent example of applying the learning-by-doing philosophy to build and

maintain innovation muscle.

Action Learning Programs

Action learning techniques also apply
learning-by-doing principles through

which a team is trained on tools and
process. For example, Assurant, a specialty
insurance company operating in the United
States and select worldwide markets, deploys
this technique through their EXCELerate
leadership development program. The
program helps strengthen and deepen
innovation and other key leadership skills of
“high potential” managers, thereby boosting
capabilities among the future generation of
leaders.*

The distinction between the action
learning approach and the more intense
approach Whirlpool Corporation deployed
is the extent of engagement and elapsed time

required. A typical effective action learning

program broadly follows a three-step

structure:

1. Design and conduct fit-for-purpose
innovation training within the context of
a specific, real innovation challenge for
which the team must develop a solution
that will be commercialized.

2. Apply the training—the approach,
techniques, and protocols—to that real
innovation challenge over a period of
weeks.

3. Return to review and debrief and to
learn and apply techniques for the next
phase of the work and process.

After three or four rounds, the partici-
pants will have completed the whole process,
with typically a different level of in-depth

learning and experience than that of the



“learning by doing” application. The choice

between the two options is generally driven
by the cost-benefit trade-off scenario that is
right for a given organization and situation.

Conventional Training Forums

Although conventional classroom-only train-
ing is an option for skill building, we place it
last on the list of options. Clearly, classroom
training is more beneficial than no structured
training, but we find that, by itself, it is the
least effective of the alternatives.

If you choose conventional training forums,
we urge you to integrate learning-by-doing
techniques, such as hands-on exercises, with
the frameworks using hypothetical scenarios
and process simulations. Although this
approach both moves a distance away from
the principle of working on real-world chal-
lenges and lacks in-the-field learning experi-
ences, it will provide the practitioner with at

least a baseline view of the work of innovation.

Skill Acquisition Through Targeted
Hiring, Contracting, Open Innovation,
and Alliances and Joint Ventures

In many circumstances, you canjump—start

your capabilities by bringing in new talent,

individuals with deep consumer marketing
and human-centered design experience. B2B
and B2C companies establishing an internal
incubator or an external venture fund will
often hire experienced entrepreneurs and,
occasionally, those with some experience

in venture capital to help them move their
efforts forward.

Bringing new talent in to the organiza-
tion can also enable culture change, and in
2011, the Performance Plastics division of
Saint-Gobain did just that. Division presi-
dent Tom Kinisky had been contemplating
ways in which to strengthen innovation. He
and his leadership team dedicated significant
time to the topic in their leadership meetings
and invested resources to develop a long-
term strategy to build innovation capabilities
to enable organic growth. They developed a
shared definition of innovation and a strat-
egy road map to guide the development of
their innovation capability; they then looked
outside the company for a person to help
drive both. Among the hires was Jean Angus,
the division’s global director of innovation
processes. In her first nine months, Jean and
her team designed targeted workshops and
other interventions through which nearly

eight hundred colleagues learned and applied
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innovation techniques. The efforts resulted
in new products, new customer acquisition,
and higher employee engagement in their
innovation efforts.”

Metrics and Measures

Most organizations typically seek to
measure innovation efforts with particular
and appropriate emphasis on innovation-
related revenues. Leaders and practitioners
usually seek to understand the current
year’s anticipated revenue and projec-
tions for the following one to three years.
This type of focus is appropriate but not
sufficient.

We recommend that you expand
your thinking beyond an exclusive focus
on innovation revenue so as to support a
more innovation-friendly system. If you
want innovation revenue next year, or the
year after, you need activities you can point
to now that show potential for next year,

such as:

+ A measure (or measures) for experi-
ments currently in market or in the
pipeline. Of course, not all experiments

will lead to new revenue. But over time
you will be able to develop ever more
accurate estimates for the percentage
that do.

+  Qualitative assessments and select
quantitative measures for concepts at
various stages of development within
your pipeline. Some will lead to
in-market experiments, and others
will move straight to commercial
launch.

+ A measure (or measures) of resource
and leadership commitment to your
overall innovation process and efforts—
for example, How many practitioners
do you have working on the topic? How
much of their time is focused on innova-
tion versus day-to-day work? How many
new practitioners are being added to the
stable and are available to work on the

issue in the future?

The following diagram illustrates how
some suggested pipeline metrics can better
facilitate results for the organization. It also
depicts what we've commonly seen as some
reasonable pipeline ratios from one stage of

the pipeline to the next.
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We find that the initial metrics discussion
and the early measuring of innovation activity
inevitably lead to internal discussions regard-
ing what “qualifies” as innovation. Here is a
practical, short, and simple elaboration of our
“an idea successfully commercialized” defini-

tion. The idea or concept should

Meet an important and unmet need or
resolve a significant trade-off or tension
Be differentiated from current offerings
or solutions

Draw strength from capabilities or
strategic assets that your organization
and, potentially, your partners can bring
to bear to help you differentiate and win

assessment and
potential resourcing
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+ Provide material impact to your business

results

If you can say yes to each of these

criteria, you've found an innovation

that’s attractive to the market and to the
organization. Organizations like Whitlpool
Corporation, UnitedHealth Group, and
Ericsson use variants of this simple,

useable definition, allowing them to align
on a shared definition of innovation against

which progress is measured and tracked.

Incentives

An organization’s incentive scheme is a

delicate element to work with in designing



178

The old

adage that
you get what
you measure
(and pay for)
really is true—
including with
innovation.

and enabling your innovation system. For a
variety of reasons, there is often immediate
and strong resistance when one raises the
topic. We thus always recommend that you
initiate any changes to incentive systems
only after your innovation ambition is clearly
understood, your experience is reasonably
deep, and your eatly results are beginning to
validate the organization’s initial investment.

Still, if you say you want innovation
in the organization and 100 percent of its
incentive schemes and rewards are focused
elsewhere, you are failing to walk the talk. For
those in innovation roles with accountability
for a specific innovation outcome, a portion
of their incentives should be tied to achieving
that outcome. This includes innovators in the
businesses, in process and capability support,
and in leadership who need to sponsor inno-
vation and drive its results.

As noted above, make incentives one
of your later organizing actions to enable
innovation, if not your last. Many other
elements and actions, such as skills,
processes, and goals, must be in place first
for incentives to work. Putting incentives
in place without a clear point of view on
the work to be done, the results you want,
or the skills to get there leads to confusion,

frustration, and no results. Get the other
critical elements in place first to avoid that
kind of train wreck.

In general, we have seen two types of
incentives that have helped organizations
gain innovation traction. Optimally, you'd

like to use a combination of the two.

The Traditional “Performance
Management Process” (PMP) Incentive

Often a PMP system will lay out the metrics
by which the individual’s performance will be
measured for the year and detail the percent-
ages of incentive pay available for an award,
based on a manager’s assessment. It is helpful
to your innovation efforts if the incentive
system includes an explicit allocation to
innovation results, thereby putting teeth into
the assertion that innovation is important.
The adage that you get what you
measure (and pay for) really is true. We've
seen several PMPs that apportion 67 percent
of incentive pay to the contribution to
achieving financial targets and goals, and
33 percent toward organization building
and development, including personal devel-
opment. Depending on the context, a revision
of that formula could apportion 20 percent of



incentive pay to innovation results, 60 percent
to current-year financials and targets, and
20 percent to organization development. We
have also typically seen innovation-focused
percentages range from 10 percent for a
basic innovation role, and up to 30 percent
for a general manager or supporting role

to innovation work. We share these ranges
as examples; obviously you need to design
and deploy a system best matched to your
purpose.

Formal Role-Based Designations

Beyond pay-based incentives, you can also
leverage the incentive of granting formal
innovation or business development
responsibilities to those who aspire to them.
Rather than being based on a quantita-

tive measure, the incentive is based on the
currency of increased organizational esteem.
It offers opportunities to innovate as an
entrepreneur inside the organization.

This role is highly valued by those with a
strong desire to focus on innovation and the
development of new business concepts. The
attractiveness of the role itself offers a “soft”
incentive relative to the “hard” incentive of

pay for performance.
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Supporting and Enabling Processes

Examples of supporting and enabling
processes that surround the work of

innovation include

+ The annual process that results in the
next operating plan and the three- or
five-year strategic plan

+ 'The capital budgeting and other resource
allocation processes that feed into the
annual plans

+ Leadership development processes

+  Corporate development processes, partic-
ulatly regarding alliances, joint ventures,

technology sourcing, and acquisitions

None of these processes directly
addresses “what’s next” in terms of new
products or services or new routes to market.
However, each significantly influences
what the organization does and does not
do, because each is an internal mechanism
through which resources are allocated.

Innovation, like any other significant
initiative, places demands on resources on
an annual or more frequent basis. Therefore,
sustainable innovation systems or processes
must be wired into these surrounding pro-
cesses. Without such enabling action, you will
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quickly find yourself and your innovation team .
isolated from the daily rhythms of the orga-
nization and its core management processes.
You will be on the outside looking in, which,
regrettably, is where many innovation efforts
sit before they die a premature death.
Experience suggests that if you
consider the following questions

Every organization in the context of your orga-
Struggles with funding nization and its innovation

for inn ovation. It's very ambition, you will identify

. ) i i levant
eting with appropriate actions re

touyh COFT?P . g to your situation: +

the “certainty” of the

budget needs fO.I‘ the . What are the annual

day-t o-day business. budget and people-resourcing

processes and mechanisms

Given your innovation focus and
ambition, is the way you hook into
existing processes appropriate to the
opportunities you are generating and
considering? What are the alternative
ways through which you may achieve
better outcomes and desired effects
within the organization? For example,
are there separate seed funds and a
separate conversation that “protect”
innovation opportunities and efforts
while they are still in their infancy?
How do current incentives, left
unchanged, enable innovation? In what

ways might they impede it?

Funding Mechanisms

within the organization overall? Every organization struggles with fund-
How, specifically, do innovation requests ing for innovation. Remember, organizations
that do not fit the current business or are built to do exactly what they are already
business model integrate into or feed into doing, Therefore, the organization typically has
that system? How might a given innova- a smoothly running process through which
tion resource request compete with other budgets and resources are set for its current core
demands on capital, expense, and human business. Budgeting or setting aside resources
resources on a regular basis? for“the road not yet traveled” is not at all easy.

+ In what ways might innovation become Resources are always scarce to start with. When
a part of the annual (or more fre- budget-trimming time comes, innovation fund-
quent) strategy discussions? How might ing is often an early candidate for cutting, Its
you make it as prominent as other very tough competing with the ‘certainty” of the

operational or day-to-day topics? budget needs for the day-to-day business.



If you are disciplined in your approach,
there are ways to secure and protect your
innovation funding. We describe some of the
most effective mechanisms in the next sec-
tions. Of those mechanisms, we favor seed
funds for their flexibility and effectiveness,
if they are managed with professionalism
and resolve. If the organization has evolved
to a level of innovation capability where the
innovation pipeline is substantial and requit-
ing a more significant percentage of capital
and expense, a “capital set-aside” model may

also serve you well.

Seed Funds

Seed funds can provide a flexible source of
early-stage innovation funding. They typically
are budgeted in advance for the entire fiscal
year. As a result, funding is available at any
time, providing great flexibility in terms of
the timing of allocations to a given innova-
tion effort as the need arises. The downside is
that seed funds are often treated as some-
thing optional, and thus are often the first to
be cut come budget-trimming time.

The bottom line with seed funds is that,
because of their flexibility, they can be quite
effective mechanisms. But if they are not

managed with good care and with the same
level of rigor and explicit business logic as
the day-to-day budgets, they risk being
viewed as an illegitimate “fun fund” and will
quickly be canceled or withdrawn.

In our experience, the most important
action you can take to ensure success in
using seed funds is simply to maintain and
protect them. If you are able to do so, you
should also consider these questions to

enable success:

Where should a seed fund reside?

The location of the seed fund depends on
the rest of the system you've set up. Broadly
speaking, there are two options. Organizations
either control and allocate innovation-focused
funds from the center, or they do so on a
“distributed” basis—out in the business units
in some form.

Central control tends to provide a more
consistent application of funding criteria and
allocation decisions. A distributed approach
tends to create better alignment and support
for the business units’ growth and innovation
goals. The decision as to which way to go
ought to rest on what the rest of the system
looks like and on which approach will most

benefit your specific needs and circumstances.
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Who should decide how to allocate seed
fund monies?

The answer depends in part on your architec-
tural decision regarding central or distributed
seed funds. With either choice, it is best if
top leadership of the corporate or distributed
unit make the allocation decisions, because
doing so engages and commits those leaders
productively in the work of innovation.

How much should we set aside?
This is a frequently asked question for which
many organizations crave a standard answer
or metric. Of course it is never that simple
in practice. Your response and approach
depend on your overall innovation objectives
and the way in which a seed fund may help
you achieve those objectives.

For example, through your seed fund, do
you wish to help support

+ Ideation efforts only? Other aspects of
the generalized innovation process, such
as experimentation, some level of prod-
uct development, or eatly-stage scaling,
or combinations thereof? Both?

+  Growth objectives with a specific target?
If so, how much you require depends on
that target: Are you replacing 10 percent

of your existing base? 30 percent? To do
s0, do you believe that you will need one
new opportunity per year in market?
Five? Fifty?

Adopting a future-back point-of-view
on what your business needs, based on the
system you've put in place, is a better way to
set the budget than to use an external

benchmark or study.

A Capital and Expense Set-Aside for
Innovation

Some organizations use a “set-aside” in an
effort to make innovation more mainstream
and to have it be taken seriously more quickly.
The advantage to a set-aside is that it focuses
mainstream innovation quickly and aggres-
sively by immediately integrating it into the
annual budgeting conversation, placing it on
par with any other operating budget line item.
The organization cordons off a certain
percentage of all capital or capital and
expense dollars within its budget, reserving its
use only for those work efforts and line items
that qualify as innovation as defined eatlier
in this chapter. Calls on capital or expense
can come at any time throughout the budget



year—whenever an idea or project emerges
and seeks funding. If the organization doesn't
use all of the funds, the monies are returned
to the bottom line at the end of the year.

The organization may choose to raise the
capital or expense (or both) percentages as it
improves its innovation capabilities year over
year. When Whitlpool Corporation initiated
its innovation efforts, it set aside a percent-
age of all capital for innovation projects and
efforts, then looked to raise the percentage
over time as the organization built ever
stronger innovation muscle.®

The advantage of a set-aside is that it
helps shift innovation to the organization’s
mainstream. The disadvantage is that it risks
an imbalance between innovation supply and
demand and may encourage some to ‘game
the system.” Think of it this way:

The amount of the set-aside represents
e . ”
innovation demand.
The organization’s ability to develop
budget-worthy innovations represents

“innovation supply.”

If demand exceeds supply, the size of
the innovation set-aside fund will decrease

and potentially disappear over time. As

organizations begin their concerted innova-
tion efforts, supply rarely outpaces the demand
represented by the total set-aside funding, As
a result, if there is not a sufficient supply of
novel, compelling innovation concepts, some
people may reclassify their incremental efforts
as being “innovation” or even “breakthrough” in
order to capture budget and resources.

Thus your organization might be
best served by setting up a flexible but
well-managed seed fund to start, then
transitioning to a capital/expense set-aside
model once you have built the innovation
muscle (that is, a sufficient opportunity

generation capability) to justify and feed it.

Budgeting Annually for Innovation,
a Priori

With this approach, success depends on the
ability of the organization to identify its specific
innovation needs and budget at the time when
annual budgets are set. In practice, this implies
forecasting twelve or more months in advance.
Unless your organization's innovation efforts
are well established, this may be difficult to do.
In general, we've not seen this to be an
effective funding method for innovation.

Compared to seed funds, this approach is
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If you seek

to treat
innovation
as more than
a onetime
project, you
need to make
it a part of
the organiza-
tion's dia-
logue, both
internally and
externally.

less flexible because you cannot perfectly
forecast the specifics of the totality of your
innovation needs so far in advance. Annual
budgeting thus presents challenges:

+ Innovation tends to require more time
and budget flexibility than this approach
typically offers. You don't always know
when the new idea or project will surface
or when it will need to be taken to the
next level. By its nature, innovation ben-
efits from time and resource flexibility:
it is an iterative learning process; success
often requires in-market experimenta-
tion that does not always adhere to a
corporate calendar.

+  Competing for the exact same dollars
within the exact same process tends to
put innovation efforts at a disadvantage
relative to day-to-day business projects,
which, on average, are more certain in
their returns and outcomes. As a result,
innovation tends to get squeezed down
to a level that is not material to the

organization.

“Take It on Faith” Budgeting for
Innovation

Even less effective than annual budgeting is a
“take it on faith” approach by which monies

are not explicitly budgeted in any way. Many
organizations do this, assuming that when

a compelling innovation idea emerges, the
project will get funded.

This is usually a bad assumption—not
because the players are not acting in good
faith (they typically are). Rather, once
another portfolio of priorities is agreed
on and work begins, one or more initia-
tives within the portfolio must be killed or
delayed for an innovation initiative to be
funded. That is a difficult circumstance.
People get invested. Efforts gain momentum.
Of all the funding structures and techniques
discussed here, this is the least preferable.

Organizational Communications

You know that people care about what's
being discussed casually and communicated
formally by the organization. They especially
care about what senior leadership commu-
nicates as they speak to enterprise priorities,
values, and focus. If you seek to treat innova-
tion as more than a onetime project, you
need to make it a part of the organization’s
dialogue, both internally and externally.

We find that organizations that success-
fully maintain innovation as a top priority
follow the practices listed next.



Integrate innovation efforts into existing
communication channels. If you're already
using newsletters, company TV, quarterly
town halls, weekly e-updates, intranet
postings, or all of these, integrate your
innovation updates and conversations
into them. If you want to mainstream
innovation, use your organization's main-
stream communications channels.

Feature senior leaders in your communi-
cation efforts, engaging them in creating
and sharing the news. Your colleagues care
about what their leaders care about. Get
them actively and authentically involved
in the conversation. Of course, doing so
first requires involving them substantially
in the work of innovation. (We discuss
this further in Chapter Nine.)

Establish successes internally before
communicating externally. Avoid making
promises in advance. For some organiza-
tions, announcing ahead of the launch

is common practice. This can work for
the normal course of business product
launches or business activities about
which you're fairly certain of timing and
results. However, the newer to the world
the opportunity or concept is, the less
that will be the case. Should you tout

your innovation successes? Absolutely

yes. Just make sure you have them before

you tout them.

With these practices in mind, communicate
through a broad number of vehicles inter-
nally, highlighting market successes and the
personal stories of colleagues who make them
happen. Your regular dialogue is one way to
maintain innovation as a priority. Without
such actions, your innovation efforts will
become a peripheral activity and, even worse,

will risk organizational extinction.

Leadership Engagement and
Decision Making

Innovation efforts cannot succeed without
leadership engagement. We speak at length
to this topic in Chapter Nine, but to
summarize some of the key points of this
important topic, we outline here three spe-
cific ways to enable leadership engagement:

+ Engage leaders in cocreation.

+ Engage leaders as sponsors and decision
makers and give them the job of
removing roadblocks.

+ Prominently feature leadership roles
in innovation, thereby highlighting
innovation’s importance through their

visible participation and support.
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Remember,
innovation
equals new
learning, for
both practi-
tioners and
leaders.

Engage Leaders in Cocreation

Structure regular forums and mechanisms
within each of your major innovation
initiatives. For example, you could involve
leaders firsthand in a targeted way in idea
generation, opportunity elaboration, or
domain-shaping sessions. Ensure that lead-
ers participate in focused ways, shaping the
outcomes and experiencing the same new
learning as the week-to-week team.

In practice, this approach goes beyond
the traditional one of confining leadership
involvement to voting yes or no on your
efforts. Instead, engage leaders through
working sessions in which they participate
actively, shaping the opportunities and
future innovations. Think of these sessions
as a dialogue to advance your efforts while
strengthening leadership’s understanding of
and commitment to the effort.

This approach will engage leaders
in cooking in the innovation kitchen, so
to speak. They will thus develop a rich
understanding of the effort, and you will
benefit from their extensive experience,
including their past successes and failures.
As important, the resulting opportunities
and pipeline will be more robust and sticky

within the organization, because of the
thought involved and the buy-in that you
developed from start to finish. Remember,
innovation equals new learning, for both

practitioners and leaders.

Engage Leaders as Sponsors of
Your Efforts

As sponsors, leaders can help you navigate
the organization, ensuring that you create
preconditions for success, such as by access-
ing the right talent internally and guiding
access externally to customers and external
experts.

In one B2B organization, a member of
the CEO's team acting as sponsor ensured
that the team’s initial program charter was
structured so that it would be cleatly under-
stood and supported by the senior team.
During the months-long effort, the sponsor
also guided “informal” access to his senior
colleagues so that the team could share
interim insights and emerging opportunities
and direction. The sessions were invaluable
to the team, providing important perspec-
tive and ensuring that key decision makers
understood the foundational learning on
which the new concepts were based.



Sponsors also should assume governance
and decision-making roles. The structure
through which to direct governance is
specific to each organization, of course. If
innovation efforts are relatively new to your
current leadership, it may be appropriate
to form an explicit leadership forum such
as an Innovation Council or an Innovation
Leadership Team to sponsor, guide, and
champion innovation.

As innovation integrates into the natural
rhythm of the organization’s operations,
governance typically migrates to existing
leadership groups, such as your operating
committee, regional leadership team, or
business unit leadership team. If innova-
tion efforts are shifted into the mainstream,
leaders must be vigilant to ensure that they
are not shifted into the background by day-
to-day operational decisions and budgeting
choices.

Feature Leaders Prominently to
Demonstrate the Importance
They Place on Innovation

Through the cocreation and sponsorship
and governance roles we have described,

leaders signal the importance of innovation
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to the organization. Beyond these roles,
there is more that leaders can do to dem-
onstrate innovation’s importance even mote
broadly. For example, UnitedHealth Group’s
senior team is featured prominently at the
company's annual Innovation Day that
begins with a private breakfast with select
innovators. Beyond this one day, you will
often see the CEO and members of his team
in the company’s innovation center and,
occasionally, in the field with an innovation
team. They are recognized as prominent

internal advocates for innovation: they walk

the talk.”

Structure

Structure is one of the last organizing ele-
ments you should address—if you address
it at all. In some cases, organizations do not
make or need to make structural changes.
Instead they look to build and install robust
process, skills, and tools that integrate with
existing processes; make sure that measures
and incentives are put in place and aligned;
and involve existing leadership teams in a
productive manner.

In some cases, innovation requires

structural revisions around the edges of the
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organization—for example, the building of a
small central or distributed innovation cen-
ter of excellence (CoE) to assist the rest of
the organization and proactively spread tools
and skills. But organizations always do well
to learn how to do the work first rather than

reorganize for innovation without having

built that kind of know-how.

Structural Mechanisms

As organizations build and strengthen inno-
vation capabilities, some of the structural
mechanisms they may put in place include

Innovation CoE. This comprises a central-
ized or distributed set of personnel who
serve as the organization’s innovation
experts, or “black belts.” The black belts
might help fill the pipeline, extend and
strengthen innovation capabilities,
and/or help extend innovation’s reach
and impact across the organization.

CoE members, who are typically a
mix of full- and part-time employees,

should be experienced and knowledge-

able in the work of innovation within the

context of your organization’s innovation

ambition, culture, and organization.

We find that including some dedicated
personnel helps keep innovation capabil-
ity strong and on the radar. Staffing a
CoE with only part-timers increases

the risk that the innovation muscle will
atrophy quickly.

Targeted reorganization focused on

innovation results. For example, once
an organization decides to pursue a
platform or opportunity, it may create
an explicit organization with skilled and
dedicated personnel to pursue imple-
mentation and commercialization of the
innovation agenda it has set for itself.
This type of structural adjustment
puts strong emphasis on commercializa-
tion to realize market results. It does
not, however, necessarily address the
issue of further skill building and devel-
opment of new ideas. We recommend
that organizations take both of those
needs into consideration as they set up
any of their structural or other organiz-

ing elements.

Innovation incubator. An incubator is an

organizational carve-out designed to

concentrate resources and fOCllS ina



small group in order to lead and execute
innovation activities. Typically the
incubator transfers a given initiative to
the appropriate business unit or function
for further commercialization activity.

In some cases, incubators even take on
early commercialization activity, and in
the extreme, the incubator or a portion
of it turns into its own business unit and

scales the opportunity.

Which Structural Mechanism(s)
to Use?

CoEs and/or targeted reorganizations are
well suited to address commercialization,
particularly if you assess your organization’s
capabilities as very strong in generating ideas
but poor at execution and commercializa-
tion. In practice, this is because both CoEs
and targeted reorganization tend to engage
the mainstream organization very early on.
Incubators are best suited to circum-
stances in which your innovation efforts
are focused faitly far afield from the core
or mainstream businesses. Incubators can

nurture and develop opportunities that are
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so different from the core business that they
don't need to be integrated, either eatly on or
possibly ever.

Typically, there are two exit paths
for concepts and businesses successfully
nurtured in an incubator: a spinoff of the
business as a stand-alone entity, or a transfer
from the incubator into an existing business
within your organization. In either instance,
while in the incubator, the concept requires
human and financial capital to progress.
Therefore, the incubator must be struc-
tured a priori to include resource allocation
processes and governance. In particular, if
the concept is intended to exit to an existing
business, success requires careful planning
and business unit engagement months or
more in advance to eliminate risk of tissue

rejection by the receiving unit.

Case Examples: Organizing for
Innovation

Let’s look at some examples of the systemic
application of these elements, highlighting
why they represent good fit-for-purpose
solutions for the particular organization.
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Royal Dutch Shell's GameChanger

Since 1996, Royal Dutch Shell's GameChanger (GC) process® has enabled breakthrough innovations such as the following:

¢ Floating LNG: a novel system for liquefying natural gas for export directly aboard an on-location offshore vessel, thus
mitigating costs and impact of subsea pipelines and large onshore facilities
¢ Swellable elastomers: a new scheme for using elastomers that swell when wet to automatically shut off water inflow into

oil wells

Serving as an incubator of sorts, GC is a “simple, flexible and real time innovation process run by an autonomous team! It
attracts and screens disruptive ideas and technologies from individuals across and outside Shell. As its leader, Russ Conser,
frames it, GC“functions as an angel investor.” Its purpose is to provide a conduit for internal or external entrepreneurs to get
their idea a hearing and some level of funding and development so as to try to get it to proof-of-concept. Ideas come from
colleagues across the organizational hierarchy—quite literally: from anyone, anywhere, at any time, including from outside the
organization.

GameChanger resides within the R&D organization. It has about a dozen team members dispersed globally,
an internal “GameChanger alumni network,” and an annual seed fund budget of roughly 2 percent of all R&D spent—a
significant but lean amount. GC leadership believes that doing a lot with a little is key to helping others appreciate the value

of breakthrough innovation.

In order for an idea to secure receive a response in a week or less. Once an

development resources, a proposed idea
submitted to GC must be disruptive (that
is, game changing) and have the potential
for material impact—a high bar, given the
size and invested interests of the company.
The process is actively managed, with the
promise that anyone submitting an idea will

idea is approved and enters the GC process,
a supporting GC team member (“sponsor”)
works with the individual contributor,
providing process, tools, coaching, and
funding to help the contributor develop the
business logic and proof-of-concept for his

or her idea.



The GC support comes “free” to the
idea “proponent.” In return, the original idea
proponent commits to work with the GC
team on the idea while still maintaining and
delivering on the commitments of his or her
current job at Shell. This arrangement cre-
ates a mutually attractive risk management
bridge that can evolve over time as evidence
informs changes—more time can be spent in
response to positive data.

In some cases, the starting point for an
idea may reflect great insight regarding a
customer need but may be deficient on an
enabling proprietary technology. Or the
reverse could be true: strong technology but
a poorly articulated CVP.

The time required to move a given idea
forward can be anywhere from weeks to
more than a year, depending on the nature
of the opportunity. The criterion for
allowing the opportunity to exit GC and
enter into a process of business unit (BU)
adoption is that proof-of-concept has been
attained in the eyes of GC and a given BU,
which commits to take the concept forward
through to commercialization.

Of course, there are often bumps in the
road, including disagreements as to whether

a concept meets the specific criteria of a given
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gate. Russ and his team monitor the status
of all active concepts within the GC portfo-
lio, with particular attention to time within
each gate of the GC process. Concepts that
lag in a particular gate sometimes receive
additional resources to kick-start progress.
Beyond attending to a specific opportunity,
regular monitoring of the portfolio offers
“root cause” assessments of what works and
what challenges persist. For example, recently
the GC team has been finding that develop-
ing channel acceptance—routes to market—
is a persistent difficulty for many concepts.

You can think of GC as a“quasi-
incubator,” as GC'’s role does not extend
to commercialization. These activities are
picked up within a Shell BU or outside of
Shell in a joint venture or alliance. The GC
performs well on the front-end development
work, excelling at both concept development
and proof-of-concept work. As an incuba-
tot, however, GC struggles with some of the
symptoms and trade-offs of any incubator
system. For example, a GC team and a BU
may have differing views in regard to a given
concept’s commercial readiness.

The GC process and structure is one
of the longest running within Shell today.

Initially, it began as a decentralized unit
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within many of the businesses. Since 2010, hundred into ongoing programs for Shell.

it has been led and managed globally as a Like any high-performing system, it is enabled
single team. During its lifetime, GC has through systemic design of specific organizing
worked on over three thousand ideas and elements that complement and reinforce each
successfully graduated more than two other, as summarized here:

Systemic Organizing Elements Enabling Shell GameChanger

Element Description

Process

Skills

Metrics

Structure

« Clearly articulated and managed protocols to submit, assess, and carry ideas forward from concept to
BU acceptance

« Informal but well-accepted paths to engage business units that may be interested in commercializing
a given opportunity

« GC training “on the job,”augmented by a “veteran” GameChanger, and an ad hoc set of tools and
approaches

- Clear definition regarding the type of ideas well suited to GC process

- Track elapsed time in process by stage; results used to identify specific concepts that may need
additional attention—or shelving

« A global, focused, and networked team of GC professionals. Some make it a long-term commitment;
others move on to other opportunities after shorter tenure

» GC“alumni”are used selectively to support a given concept; they also act as a proactive, informal
conduit to internal entrepreneurs by encouraging them to submit ideas to GC



Whirlpool Corporation’s Thirteen-Year Innovation Embedment Journey

Nancy Tennant and Moises Norena document Whirlpool Corporation’s innovation capability-building and embedment journey
extensively,® and we will not repeat it here. However, we will highlight a few points that illustrate how Whirlpool has effectively
used multiple organizing elements in different ways at different times over the course of this journey.

In 2000-2001, Whirlpool built innovation CoEs to support efforts and build and strengthen capability within each of its
major regions worldwide: North America, Europe, Latin America, and Asia. Each CoE housed a group of six to twelve practi-
tioners experienced in Whirlpool’s Double Diamond innovation process. They were trained and armed with tools and process
skills. The practitioners worked with each of Whirlpool’s brands, helping them fill their innovation pipeline (“I-Pipe”), which
they tracked and managed proactively at both the brand level and at the regional level through a Regional Innovation Council.
The Innovation Councils comprised regional leaders with accountability for setting and resourcing priorities overall, including
innovation. The councils met monthly, reviewing the innovation pipeline gaps and working on issues of innovation capability
or results. Councils worked collaboratively with the relevant BUs and the CoE members involved in a given project or issue.

Over time, Whirlpool migrated innovation to the mainstream by eliminating the regionally organized CoEs and disbursing
their innovation experts into the BUs. The goal was to align work more integrally within the BUs and further build innovation
efforts into ever-expanding product and concept development work. Innovation Council work was explicitly transitioned to
each region’s Operating Committee, making innovation an explicit part of the Operating Committee’s agenda. These transitions
offered the advantage of integration with the business. They also brought a risk that innovation efforts could be overwhelmed
by the urgent and comfortably known day-to-day operations.

A few years later, Whirlpool realized that it needed to do a bit of “back to the future” work to maintain the proper level of atten-
tion to innovation and to maintain its innovation muscle. It reconstituted small, regionally focused innovation groups (two- to four-
member CoEs) led by a regional innovation director and coordinated globally by the global director of innovation, Moises Norena.
The innovation leadership decisions and issues remained embedded in the original BU or functional leadership structures.'®

In 2010, Whitlpool embarked on its some of the organization’s enthusiasm for
most recent phase of innovation capability the topic, Whitlpool launched a next wave
building. Given a need to turbocharge skill of capability-building and pipeline enhance-

sets, regional innovation pipelines, and even ment projects: targeted projects on specific
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topics using an enhanced and expanded tool building and maintenance for innovation.
set and the internal and external CoE skill In that sense, the ability to innovate is no
sets. In effect, it is a custom-built program different than any other key competence of
to rejuvenate the innovation capability and the organization. It demands hard work and
culture at Whirlpool. long-term attention.

Whirlpool is a very good example of This table summarizes Whirlpool's
the long-term journey that is true capability systemic approach to enabling innovation:

Systemic Organizing Elements Enabling Whirlpool Corporation

Process « A fit-for-purpose process from front end to commercialization
- Explicit test-learn-iterate experimentation process

Skills - Measured, assessed, and characterized by level of mastery

Metrics - Portfolios tracked by region, including risk-adjusted estimated innovation revenues and number of
concepts within each stage, including experimentation

Leadership | -Innovation results and ongoing activity are part of regular reviews, regionally and at the enterprise
level
« Innovation focus, status, and results discussed annually at senior-level meetings, company-wide

Structure « A small, central corporate innovation unit with additional resources embedded in the businesses
within each major geographic market

- Formally defined rolls: regional innovation directors, innovation mentors

Incentives | -Leadership discretionary compensation includes a component tied to innovation performance
- Dedicated innovation roles are also compensated based on innovation performance
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Crayola and Growth Platforms

Crayola organizes for innovation differently from Shell, Whirlpool Corporation, and many others, by featuring priority domains
as a central organizing focus. Within Crayola, a domain is referred to as a “growth platform.”

Crayola’s growth platforms include detailed migration paths depicting the sequence of opportunities and enabling actions.
As the company realized significant success—boosting “top-line growth rates by approximately 50 percent”—they began con-
sidering how to sustain and enable their success through specific organizing actions.

After productive internal debate and dialogue, the company elected to organize substantial portions of its marketing
department around the growth platforms deemed critical to their future growth. P&L leaders and teams were assigned full-time
to each assigned revenue and profit target and tasked with working through a disciplined approach to platform migration.

Systemic Organizing Elements Enabling Crayola

Process « Explicit front-end of innovation techniques incorporated into Crayola’s NPD process and delivery
system
Skills « Platform leaders trained on migration path development and management

- Director of innovation as a support structure for innovation skill set and maintenance of growth
platform strategy

Metrics « Portfolios tracked by growth platform
Leadership | -Regular platform and portfolio discussions, with adjustments as appropriate

Structure - Organize by growth platforms (domains), each with its own financial accountabilities and objectives
- Feature integrated business teams within each platform

- Director of innovation to enable learning across the organization and to act as innovation process
steward and guide
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The P&L leaders approached the task holistically, working with an integrated team from finance, operations, and other
elements of the delivery supply chain. Crayola’s director of innovation acted as a one-person CokE, assisting platform teams in
mapping their opportunities, refreshing and elaborating them when appropriate, and advancing the next nascent concept on
a given platform into an executable business case, all the while ensuring that its innovative essence remained.

The unique value-creating feature of the system was organizing by platforms, including, making changes to P&L man-
agement structure so that it was directly aligned to the platforms brought to market. That change was significant and sent a
forceful and unambiguous message to the organization that management was firmly resolved and committed to the success of
each platform."

UnitedHealth Group and CoEs

UnitedHealth Group (UHG) deploys enterprise and BU CoEs to enable innovation. BU CoEs are governed by their respective
business leadership teams. The enterprise CoE, led by Brandon Rowberry, Meredith Baratz, and Ryan Ambruster, is governed by
an Innovation Council comprising senior leaders from each of the businesses and the CoE leadership team.

The Medicare business CoE is led by Jeff Shoemate, and Vidya Raman leads the employer and individual business CoE.
Like the enterprise CoE, each business CoE is staffed by a cross-functional innovation team made up of four to twelve individu-
als. Jeff and Vidya are accountable for developing sustaining and breakthrough opportunities that fit with their respective
businesses.

At the enterprise level, Brandon, Meredith, and Ryan are accountable for developing and testing new breakthrough
business domains and associated concepts and testing them in market. The Innovation Council directs and governs efforts,
including funding decisions from its seed fund.

The enterprise CoE also serves as an audience for concepts that do not naturally fall within one of the businesses. This CoE
also cares for the UHG innovation challenge process and enterprise-wide innovation events, including the annual Innovation
Day. Finally, the enterprise CoE acts as a steward for innovation, ensuring consistent tools and approaches, training, and
broader skill building.
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Each CoE is armed with innovation processes and frameworks to support innovation initiatives. Its roles include

« Identifying areas that merit exploration and investigation as potential growth spaces

¢ Developing business and venture proposals through a front-end process that leads to a specific business plan and
resourcing request

¢ Designing and leading in-market test-learn-iterate experimentation

e Establishing internal and, more recently, external innovation networks as one means by which to enable a culture of
innovation

¢ Designing and leading structured innovation challenges at the BU or corporate level

e Ensuring appropriate governance

The multifaceted charter of each of these CoEs is unique. More commonly, a CoE charter is more limited and focused on a
“process only” support role. The BU and enterprise CoEs operate as separate equals, each with a different focus on innovation.
The UHG approach works well and is enabled by a strong commitment by UHG senior leadership to systemic innovation and by

a strong, experienced, and diverse innovation leadership team.'

Systemic Organizing Elements Enabling UnitedHealth Group

Process - A front-end innovation process that leads to domain-specific business plans and in-market
experimentation

- ldea management process that focuses on specific innovation challenges

Skills « Internal training delivered on each innovation project

« Innovation frameworks, approaches, and techniques shared across the company with enterprise unit
acting as steward

Structure « Enterprise and BU innovation councils
« Annual Innovation Day, featuring success and learning and the “finalists” of an innovation competition
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Key Take-Aways

Enable innovation as a discipline by making changes to the organization over time. Because organizations are
built to do exactly what they are already doing, innovation, by definition, requires thinking and acting differently.
Doing so sustainably requires changes in how you organize. Changing your organization’s culture requires you to
change the way work gets done within it.

Feature innovation design principles as you consider and initiate organizational changes to enable your
innovation ambition. Use them as a guide to ensure that you are approaching the challenge effectively while
working with the grain of the organization.

Understand that effective organizational change requires more than simple changes to structure. Think
systemically and holistically in initiating changes. Deploy a set of complementary, reinforcing actions to achieve

the best results.

Active leadership involvement from start to finish is critical to success. Feature leaders in cocreation roles. Engage
leaders as sponsors and decision makers and give them the job of removing roadblocks.

Beyond the examples in this Guide and in other innovation books, there are likely to be organizations you know
of that are pursuing innovation, and you should learn from them as well.



Leading Innovation 9

What is the role of leadership in driving, quiding, and catalyzing
the work of innovation for the organization?

How do I build an effective leadership agenda for the organization
when it comes to leaders' roles and achieving our innovation goals?

How do we develop a shared and aligned view among leadership
regarding our innovation “what" and *how"?

How can | (or others) lead on innovation even if [ am not in a senior
leadership position?

I want to help the organization drive innovation, but conditions
are less than “perfect.” What can | do?
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All of the innovation techniques, processes,
metrics, and other organizing elements, per-
fectly designed, will not enable sustainable
innovation if leadership does not under-
stand it, line up behind it, and drive it. If
your organization is serious about achieving
breakthrough innovation outcomes, leaders
will need to play a significant role in getting
to action: action on driving the work and on
driving results through to meaningful com-
mercial value in market.

Leading innovation successfully takes
one of two broad forms. The first (and
preferable) is to integrate into your efforts an
explicit focus on ensuring a proper role for
leadership.

This is not the stereotypical leadership
role of “thumbs-up/thumbs-down” votes on
recommendations served up on PowerPoint
slides in the executive conference room.
Rather, leadership’s role in innovation is
played out through focused, hands-on
involvement from start to finish, ensuring
a shared and aligned understanding of and
commitment to the work of innovation, its
objectives, and your approach.

You can think of the second form of
leadership as more of a grassroots move-

ment. It requires leadership of a different

sort—one that does not carry the
positional authority of leaders with budgets,
resources, and the ability to make deci-
sions that focus the organization’s efforts on
innovation.

The grassroots movement works best
either when innovation is not high on top
leadership’s agenda or when there is a gap
between the innovation rhetoric and the
on-the-ground reality." In these situations,
there are productive actions you can take.
Some are incremental in nature. But if your
actions are focused well, you can benefit cumu-
latively through a series of well-structured
and well-led efforts that over time will make
an impact on the organization. It may just be
possible that your efforts will advance
innovation toward a real enterprise priority

over time.

Leading Innovation from
the Top

We start with the role of top leadership. As
we discussed in Chapter Eight, a leader’s role

in innovation is to act as

Cocreator. Leadership gets involved in the
design of the work and creating and



shaping its content. Because innovation
produces outcomes that are, by defini-
tion, new to the organization, it is diffi-
cult if not impossible to play an effective
sponsorship and decision-making role
in innovation without participating as a
cocreator.

Sponsor and decision maker. Leaders initi-
ate the work of innovation and the drive
to results. They clearly understand the
outcomes of the work. Leaders remove
roadblocks and barriers (there will be
many!) and help with understanding
and breaking down orthodoxies—those
mental barriers and impediments in the
form of conventional wisdom and things
people take as“givens.’

A visible advocate for innovation. Beyond
a specific innovation project, leaders
participate in many other venues, which
might include national and regional sales
meetings, forums with lead customers
and suppliers, and internal communi-
cation events. Even a few minutes of
a leader’s participation in these kinds
of forums, in a context relevant to the
event, are quite helpful in reminding the
organization that innovation remains a
top priority.
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Develop a Shared, Aligned View

The best way to ensure that leaders perform
their innovation roles effectively is to work
with them to develop a shared and aligned
view on the outcomes you wish to achieve
and the optimal approach to bringing about
those outcomes. Creating a shared view
takes time; it can't be accomplished in a

single meeting. Rather, it requires iterative

dialogue with the leadership team. As you The role of
agree on specific outcomes and an approach, )
the continuing dialogue will deepen their top leadership
shared understanding and align their views includes

more closely. cocreator,

Creating a shared, aligned understanding
o sponsor and
is critically important for three components:

decision maker,

+ A definition of innovation that is and visible

appropriate to your organization advocate
+ 'The specific outcomes you seek from
your innovation efforts

+ The approach through which you will

deliver the outcomes

A Definition of Innovation That Is
Appropriate to Your Organization

In addition to defining innovation as “an idea

successfully commercialized,” you should
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also apply an elaborated definition that helps
clarify the work of innovation. As a starting
point, you may want to consider the criteria

we listed in Chapter Eight:

+  Meets an important and unmet need or
resolves a significant trade-off or tension
+  Is differentiated from today’s offer-
ings or solutions
+ Draws strength from capa-

l_eadership having a bilities or strategic assets

shared definition of
innovation is central to
your SucCess. Without.
it, efforts quickly derail.

that your organization and,
potentially, your partners
can bring to bear to help
you differentiate and win
Provides material

impact to your business results

The idea is to establish a few
simple criteria that generally describe what
“qualifies” as innovation for your organiza-
tion. In other words, every leader would
agree (using the criteria) that a given oppor-
tunity does or does not fit with the innova-
tion intent of the organization.

With this shared view, leaders are better
positioned to assess the extent to which the
organization’s innovation efforts are on track
or falling short. Metrics will reflect your

progress more precisely because you will be

measuring the work in terms of the criteria.
The criteria also help any given innovation
team because they focus the team on the
outcome they should target. It helps them
shape the opportunity to align with the orga-
nization’s innovation intent and ambition.
We are repetitive on the definition of
innovation because it is so central to your
innovation success. We continually encoun-
ter many organizations that do not have a
shared view of what qualifies as innovation,
yet still feature innovation as a top priot-
ity for which they invest significantly. They
focus on building an innovation pipeline,
strengthening skills, and focusing leadership
on their efforts without, in practice, having a
shared and aligned view about what qualifies
as innovation for them. In these instances,
innovation is at best slowed considerably; at

worst, it is derailed permanently.

The Specific Outcomes You Seek from
Your Innovation Efforts

Obviously leaderships’ public declarations
of innovation’s central importance—offered
in annual reports, at shareholders meetings,
or in other public forums—rarely speak in
any detail to the specific outcomes targeted.

But what about your internal discussions?



Do they speak specifically to the distinct
innovation outcomes sought? Too often, they
do not. It is leadership’s role to build shared
understanding and alignment to the specific
outcomes you seek. Do this, and every
member of every innovation team in your
organization will thank you!

What specific outcome (or outcomes)
do you seek from innovation? A set of
product or service concepts within the core
business? adjacent to the core? outside of it?
Or perhaps you seek not a single product
but to keep your pipeline filled through the
use of domains? Or do you want to focus on
postlaunch, in-market innovation? Is it orga-
nizational capability? If so, what constitutes
capability for your organization? Process and
tools? Skills? An overall innovation system
or architecture?

Or perhaps you seek combinations of
the above—or all of the above?

The Approach Through Which You Will
Deliver the Outcomes

Any successful project requires thoughtful
structure and work planning. Innovation, of
course is no different. The leadership team

should build a shared understanding of and

alignment with the logic and approach
of the work, creating confidence that
the approach will deliver on the specific
outcomes you seek.

By logic, we mean the undetlying ratio-
nale behind why the work is structured in
the way that it is: the rationale regarding
your program’s scope, leadership’s role and
involvement, and the timeline and resources
required. You must think through your
approach in sufficient detail that you have a
point of view on the selected design as com-
pared to any other design you might have
chosen. If leadership is not lined up behind
the approach, you will have a hard time
getting to the end game. Leaders will be less
likely to do their part to support your ongo-
ing innovation efforts or to remove internal
roadblocks that may impede your ability to
achieve your targeted outcomes. To put it
bluntly, if leaders are halfhearted about the
work or its importance, good luck hitting the
finish line with outcomes and buy-in.

The best way to ensure that leadership
performs their three roles of cocreator,

sponsot, and visible advocate is to ensure
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their shared and aligned understanding of
the work of innovation, its outcomes, and
your approach. You will succeed in this
alignment effort through iterative leadership
dialogue—through a leadership engagement
agenda pertaining to the organization’s
innovation work. Leaders are not on point to
do the work or to be involved day to day or
even week to week. Rather, they will

enable your success by guiding and animat-
ing the work in their three roles. And the
good news for you is that through these
roles, leaders will pivot far from their
stereotypical “review and approve or kill”

mode of work.

Driving Leadership
Engagement in Innovation

How do you drive an effective leadership
engagement program for innovation efforts?
Three core principles should guide you in
structuring leadership’s actions and roles in
efforts that are biased toward more transfor-

mative types of innovation efforts:

+ Focused, immersive engagement
+ A shared view through dialogue
+ The rule of thirds

Focused, Immersive Engagement

Engaging leaders in shaping insights,
opportunities, experimentation agendas,
and other innovation-related content is an
excellent way to ensure success. This type
of engagement matches directly with the
most important of the three roles for leading
innovation: cocreation. It offers your best
protection against “review and approve or
kill” voting.

In fact, as leaders embrace their
cocreation role through focused, immersive
learning, you will find that you will never
limit your reviews of innovation efforts to
tully finished outputs. Instead, you will
engage leaders in helping to shape the con-
cept’s evolution. Say you have a new concept
for a target market in which typical pricing
is $3, and you're contemplating a $15 price
point. Bring that topic to the appropriate
leadership team and work the logic and
conclusions with them. Thinking of going
through new channel partners to deliver
the differentiated value you want to deliver?
Seek a member of the leadership team for
inputs on potential candidates, along with
their rationale. You see the point: when you

have to sort through key elements of the



new business concept, engage leadership in
the thinking, rather than simply proposing

answers and hoping for the thumbs-up.

A Shared View Through Dialogue

Innovation requires new learning and new
perspectives: insight regarding customers’
unmet needs, frustrations, and unnecessary
trade-offs, and an understanding of your
core competencies and the way in which
each provides unique advantage, are just
a few examples. These insights are foun-
dational to shaping your point of view
regarding the specific opportunities you
might pursue.

Leaders need to participate in shap-
ing these (or other) points of view through
regular dialogue and debate. Through leader-
ship dialogue, you will progress to better
insights and opportunities. As important,
your efforts will have better traction and
staying power due to the shared understand-
ing that leadership develops. If you omit the
dialogue, you will revert back to the passive
“thumbs-up/thumbs-down” voting role
that is so very detrimental to innovation.

Do so at your own peril.
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The Rule of Thirds

In an ideal world, you start with a shared
and aligned understanding—about the out-
comes, the way to pursue the work, and so
on—across the entire leadership team. You
live in the real world, however, and you know
that organizations almost never have 100
percent alignment behind innovation efforts
before they first get started.

The good news is, you don't have to have

100 percent alignment. What you do need is

for a third of your leadership to be support- In an ideal

ive initially. Even if a second third is agnostic

or undecided and the remaining leaders are world, you
even opposed to the innovation work efforts start with full
or proposed outcomes, you are nevertheless q /ig nment and
starting from a “good enough” place to get 100% shared

going, More broadly, by structuring a good ]
design, ensuring smart resourcing, and inte- assump tions. In
grating the other two of these principles into the real world,

your work, you are well positioned for success. you start wtih

the rule of thirds.

But if you “fail” the rule of thirds test, you
should proceed cautiously and think about
ways to get to at least the threshold level. In
these cases, the proper course of action may
be to use such techniques as engaging leader-
ship in in-depth co-design of your approach

or performing innovation diagnostic work
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that focuses on establishing shared leader-
ship views on innovation impediments and

approaches to overcome them.

An Example of Innovation
Leadership Engagement

Let's look at an example of how robust
leadership engagement would manifest itself
in a specific innovation approach that targets
identifying and acting on new growth con-
cepts. Please keep in mind that any approach
is always highly situational, as it is based on

the desired outcomes and relative maturity

New business

of your innovation capabilities. Your par-
ticular objectives will dictate your particular
design and both the overall approach and
your specific leadership engagement agenda
throughout it.

Figure 9-1 depicts an example of an
innovation design that targets developing
new product and service concepts through
to commercialization, including in-market
adjustments for innovation. We assume that
some concepts may require experimentation
for learning prior to full-on commercializa-
tion, whereas others may proceed straight to

commercialization in market.

New, . In-market
. New idea concepts, . . Launched and
frame-breaking . LI experimentation
" development prioritized and S scaled
perspectives develonEl and de-risking
LT = Leadership
Team
1 2 3 4 5 6 7 g WS=Working

Session

Figure 9-1 Example of an Innovation Work Process with Leadership Engagement



Figure 9-1 also depicts some possible
touchpoints with leadership along the way,
to engage them as cocreators, sponsors and
decision makers, and active advocates for the
work. The following table describes a sample
engagement agenda (more specifically, what
each touchpoint could look like). The idea

in this example is to provide the structure
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and a clear conduit for leaders to engage in
their three roles, leveraging the principles of
leadership engagement discussed earlier. As
with the overall design of the work illus-
trated in Figure 9-1, the leadership engage-
ment agenda we outline here is illustrative
only. You need to tailor your design to your

specific circumstances.

Example of Leadership Engagement in the Work of Innovation

Mode of Work Session Objective Description of the Dialogue
Discuss, refine, and agree on e Review and discuss targeted outcomes and
roles, accountabilities, and the underlying rationale to pursue them.

working-style expectations for

leadership.

1
Leadership team working session
with dialogue and debate, conclu-
sions and revisions

Review, discuss, and finalize the work to
get there—our road map—and the time
and resource needs.

e Review roles and responsibilities for the
leadership team and others involved; agree
on expectations.

e Surface issues to be resolved.

Share, discuss, and shape

Understand work in progress on identify-

emerging insights. ing, synthesizing, and prioritizing new,

2
Practitioner working session in
which leadership joins and works on
the issues alongside the team

frame-breaking perspectives to inform
our thinking about new possible
opportunities.

e Work with practitioners to add to,
synthesize, prioritize, and provide
further insight on the perspective-
building work.

Continued
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Example of Leadership Engagement in the Work of Innovation (Continued)

Mode of Work

Session Objective

Description of the Dialogue

3
Practitioner working session in
which leadership joins and works on
the issues alongside the team

Generate new ideas, actions,

and possibilities for the busi-

ness (a broad set of ideas and
options).

Use new, frame-breaking perspectives
and a broad set of new idea development
techniques to develop ideas and provide
input on areas of focus for going forward
with new ideas.

4
Practitioner working session in
which leadership joins and works on
the issues alongside the team

Select an opportunity (or
opportunities) that you would
like to progress further.

Prioritize the highest-potential first oppor-
tunities to be worked.

Perform initial framing and stretching of
opportunities.

Identify the most attractive and innovative
attributes of the opportunities.

Identify the organization’s go-forward
learning agenda on a per-opportunity
basis.

5
Leadership team working session
with dialogue and debate, conclu-
sions and revisions

Discuss, refine, shape, and
select new growth concept(s).

Understand current state of assessed and
vetted business concepts.

Make choices on revisions or reshaping of
opportunities.

Make choices on next steps for resourcing,
testing, or other actions.
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Mode of Work Session Objective Description of the Dialogue
Develop an approach to o |dentify central unknowns that represent
manage and mitigate risks risks and knowledge gaps to be closed.
related to the concepts. e Design a fast and inexpensive experimen-
tation plan to close knowledge gaps
6 (de-risk) and enable the organization to

iterate on the business concept.

Structured working session in which
e Determine resourcing and make choices on

leadership joins and works on the

issues alongside practitioners S
Decide which efforts to take e Review work to date (experimentation or
forward to commercialization other learning agenda conclusions).
and/or to continue to refine e Discuss and revise opportunities and
through experimentation. decide on action (e.g., continue with
7 experiments, proceed to commercializa-

tion, kill the opportunity)
e Align on and make choices on resourcing
and portfolio implications.

Leadership team working session
with dialogue and debate, conclu-
sions and revisions

Agree on postlaunch learning Synthesize learning from postlaunch
agenda and organizing actions. tracking or postlaunch innovation efforts.
e Incorporate into business concept
and go-to-market iteration if and as
8 appropriate.
e Determine resources and next steps to
optimize on the concept’s upside and
impact.

Structured working session in which
leadership joins and works on the
issues alongside practitioners




You see that the approach features two

types of work sessions:

+ “Leadership-centric” sessions during
which leaders review the inputs, shape
and synthesize the work, and drive
choices and next steps, with the assis-
tance of practitioners or individuals who
are working week to week on the effort.

+ “Practitioner-centric” working sessions
during which the appropriate leaders
pull up a chair and get involved in the
work at targeted times throughout the

work effort.

Each is effective when structured propetly,
and integrating the two within your spe-
cific innovation approach is central to your
success. Note how the approach reflects the
core design principles of leading innovation.
Leaders are immersed in the work in a focused
way, acting as cocreators and sponsors.

The approach acknowledges the impor-
tance of the rule of thirds through iterative,
punctuated leadership dialogue from start to
finish. Assuming that efforts begin with one
third of leadership supporting the effort, the
middle third—those open to acknowledg-

ing innovation’s potential—often becomes

increasingly supportive as they immerse
themselves in the effort.

Because you structure the work in a
disciplined fashion and feature explicit
leadership dialogue, the work and results
of innovation tend to sell themselves. This
approach is superior to the alternative: an
endless set of up-front discussions trying to
describe and “sell” the work structure and its
outputs a priori. At some point, you need to
jump in and make it go.

With experience, you will be able to
develop multiple viable designs for a given
innovation program and select the one that
best fits your particular circumstances.
That is why understanding the core
principles for leading innovation is so
important. The principles serve as your
guideposts to effective design of the work of
leadership.

Leading Innovation from the
Top: Who's on Point?

Organizations tend to use the word
“leadership” quite generally to include the
broad group of individuals from senior
leaders through to midlevel managers—

and sometimes even further down in the



organizational hierarchy. For our purposes,
optimally the “who” of leadership is the
smallest possible leadership team who can
marshal the resources and make the deci-
sions necessary to advance new innovation
and business opportunities.

The idea here is to have a fast-moving
leadership team with the authority to ensure
proper resourcing from start to finish, and
the accountability to make decisions on
scope, objectives, and funding for specific
opportunities. This may be the most senior

leaders of the organization, especially in the
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case of searches for breakthrough innovation.
If you're looking to shake up the industry,
chances are the CEO and the top team are
going to have to (and want to!) be involved.
But it also may be the case that the top
team within a division, function, business
unit, region, or brand is the appropriate
team., It all depends on the nature of the
organization’s setup for decision making,
juxtaposed with your program’s ambi-
tion and the types of decisions and actions
implied by that ambition. Let’s illustrate
with a few examples.

Whirlpool Corporation

When Whirlpool Corporation first initiated its innovation efforts in 2000, the company focused its program regionally with the
expectation that specific new concepts would be implemented within a given region. Regional Innovation Leadership Teams
(ILTs) were formed; they served in the three roles of cocreator, sponsor, and internal advocate. The regional ILTs comprised the
core operating leadership teams for each region. They took on the explicit accountability for the innovation program through
distinct meetings and other interactions with the leadership efforts initiated within the region. The structure was effective and
necessary to get action and momentum behind innovation at the regional level.?

In 2010, when Whirlpool was using brand and functionally based efforts to rejuvenate their innovation capabilities and
pipelines, the regional, business, brand, or functional leadership teams took on the role of innovation leadership and were
accountable for the outcomes and driving the work. Which leader or leadership team owned the role depended on the par-
ticular topic and business that served as the focus of the work. These leadership teams had decision-making authority for the
specificinnovation program and the support of the office of the CEO, which helped in removing roadblocks when needed.?
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Shell GameChanger

In the case of the Shell GameChanger (GC) program, the GC team makes nearly all prioritization and resourcing decisions
within an approved budget. This is somewhat different than the level of leadership that most organizations would use to
manage resourcing of “proof of concepts” for breakthrough innovation efforts, but then again GC is a different kind of system.
The team has a sizeable dedicated annual seed fund and the strong backing of senior leadership of Shell R&D as well as Shell
corporate. Thus Shell and the GC system adhere to principles and guidelines suggested here, configured in a different and fit-

for-purpose way for the Shell R&D organization.

We emphasize who should be engaged
(and how) from a leadership standpoint as a
response to the frequency with which we
see these guidelines ignored. Too often
we see organizations delegate innovation
down to an innovation team or forum, but
the team is held accountable for achieving a
particular set of innovation results without
being provided with the required authority
to resource the effort appropriately or to act
on the recommendations and outcomes. This
situation is a telltale sign of leadership that is
not walking the talk on innovation. They say
they want it, but they delegate it away.

Top Leadership as an
Indispensable Element

The “leading innovation” work we've

described may sound simple, but it is often

the hardest part of getting the job done. We
are often asked, “When innovation work
efforts fail, why do they do so?” Most often

a primary source of failure is the lack of a
shared and aligned understanding and com-
mitment to the work of innovation, its objec-
tives, and your specific approach. To ensure
success, leaders must embrace the three roles
of cocreator, sponsort, and internal advocate.
They must be willing to work on the thorny
issues for which the answers are not obvious
and the trade-offs are difficult.

Leaders often ask—implicitly or
explicitly—"Why can’t we just go innovate?
Why doesn't innovation move forward when
we declare it a priority—as it does on other
topics like quality and productivity improve-
ments?” You know the answer: organizations
are built to do exactly what they are already
doing. Innovation is about doing differently.



James Geurts, acquisition execu-
tive for the Special Operations Research,
Development, and Acquisition Center
within the U.S. Special Operations
Command, an innovation enthusiast
and driver for that organization, told us,
“Eisenhower said that leadership is infec-
tious, whether it is good or bad, and I
think the same is true of innovation.”” We

couldn’t agree more.

Leading from Within:
Grassroots-Led Innovation

Grassroots innovation is helpful when there
is not yet an enterprise mandate for inno-
vation and you, as leader, do not have the
positional authority of a leader with budget,
resources, and an ability to make decisions
to broadly focus the organization’s efforts
on innovation. Root causes for the lack of

mandate might include

+ Insufficient leadership support and com-
mitment to make innovation one of a
few enterprise priorities

+ Alack of shared clarity regarding the
work of innovation, its objectives, and
the right approach through which to

make progress
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+ An overreliance on consultants to do
the job

+  Misconceptions that success requires
the talents of great entrepreneurs like
Branson, Brin, or Zuckerberg

+  'The pressure of the day-to-day—allowing
the urgent to derail the important

+  Past start-and-stop efforts that stalled

Sound familiar? If some of these condi-
tions are similar to those within your organi-
zation, it may be that a grassroots approach
to leading innovation is the best match for

your starting point.

Some Foundational

Principles for Grassroots “Eisenhower said that
Innovation Jeadership is infectious

whether it is good or bad,
The Shell GameChanger and | think the same true
(GC) process and innova- of innovation.”

tion system we've discussed James Geurts, US. Special

follows some foundational Operations Com mand

principles. GC’s Russ Conser
believes that these foundational
principles are what enabled GC'’s
longevity, success, and migration over time
to an enterprise process.® GC started with
the strong sponsorship of Shell's R&D lead-

ership, then grew to be a corporation-wide
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Grassroots
innovation
techniques
are useful
when there is
not yet an
enterprise
mandate for
innovation.

(and very well known) system. We believe
that the foundational principles on which
GC is built can serve as a strong foundation
for initiating and perhaps spreading grass-
roots innovation as well; these principles

include’

+ Openness and transparency. Anyone
inside or outside the organization can
submit an idea. The process is clear
through each step, including areas of
focus, selection criteria, and roles—
especially for that of the individual
submitting the idea.

+ Collaboration without hierarchy. From
the very beginning, the idea author
senses that the process is aligned to help
her or him create the clearest and most
compelling instantiation of the idea.
Russ describes the peer review process
as being “like King Arthur’s round table.
There is no hierarchy . . . If your idea is
accepted, you feel good that your peers
accepted it . . . If it is rejected, you still
feel good that your peers considered it.”

+ Resource attraction. The GC process
attracts resources: ideas and talent based
on objective assessment and market-based
principles. As a result, over time, they

have enabled an internal market for each.

+ Learning by doing. As GC leaders put
it, "Although every once in a while an
idea comes along that can be analyzed
[toward] success, most revolutionary
ideas require actually doing some-
thing to create a learning opportunity.
Only learning by doing floats up hid-
den assumptions where they can be
addressed and assessed. Revolutionary
innovation requires one to try many
ideas, but also to quickly stop those that
aren't going to work.”

+ A movement, not a moment. From the
onset of the program, GC's founders had
ambitions to elevate the efforts to an enter-
prise process. Therefore, as the system
unfolded, they conceived of their efforts as
a movement. Movements attract resources
because they have a transcendent purpose.
They describe a future wotld or ambition

that is an attractive alternative to today’s.

The results are impressive.“Since its
inception in 1996, GameChanger has
funded three thousand ideas, investing
$350 million and resulting in 250 commer-
cial projects,” according to Gerald Schotman,
executive VP for innovation and R&D and
chief technology officer at Shell. Further,

about 40 percent of Shell’s core exploration



and development R&D portfolio has evolved
from ideas submitted to GC, and 70 percent
of the GC portfolio includes collaboration
with people outside Shell.’

You can use these same kinds of prin-
ciples to structure and drive your grassroots
efforts and to establish support structures.
We describe a few alternative structures for

grassroots efforts in the next section.

Some Grassroots Approaches

Some grassroots approaches are helpful in
advancing innovation within the organiza-
tion, sometimes even without support of the
top leadership team. These may not all result
in industry-changing breakthroughs, but they
do provide productive alternatives that allow
you to move forward in important ways:

+ Business unit or functionally focused
projects

+ “Frontline innovation” initiatives

+ Innovation in smaller bites and shorter

bursts

Business Unit or Functionally Focused
Projects

These are smaller, focused, yet highly orga-
nized and highly targeted innovation efforts.
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The effort is aimed at a specific innovation
challenge for the business unit (BU) or
function. For example, the goal may be to
understand how the I'T function can enable
a step-change improvement in the gather-
ing of consumer insights through broad and
eflicient monitoring of social media. Or it
might be to use innovation to develop spe-
cific product or service concepts regarding a
specific brand.

For these types of projects, you can
organize a small and fast-moving tiger team
to structure the approach and attack the
problem quickly and effectively, using selected
innovation techniques and approaches
germane to the issue at hand. Deploy this
kind of focused effort to advance innovation
within the practical constraints you
face and the scope within which you can
operate.

The effort requires design and thought-
ful scope management such that the team
and the appropriately identified players can
act on the topic and innovation options
developed. You will likely need a functional
or lower-level “innovation leadership team”
that is properly constructed to be able to
do so. By definition, this scenario is one in
which you would not have to go all the way
to the top of the organization (or even the
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BU) if scope, scale, and design are managed
propetly.
If you choose to pursue this route to accom-

plishing innovation results, be certain to

+  Scope the work such that you and the
designated decision-making team can
make the calls and choices on the topic
and the options developed.

+ Run a fast and efficient innovation effort.
Don't overscope or overengineer it.

+  When you achieve results, advertise
them. Show the rest of the organization

what is possible.

“Frontline Innovation” Initiatives

Many organizations feature some version
of frontline innovation, which they some-
times enable through their own software or
through third-party providers like Bright
Idea, Spigit, or Exago. In all these versions
of frontline innovation software packages
and associated processes, small groups get
together to ideate and create a wide slate of
options about their facility, their job, their
function, their favorite charity or cause—
you name it. A group ranging from 6 to 160
can organize idea generation sessions using

the chosen tools and to address a specific,
very focused topic.

Your ability to move with speed and to
set clear expectations is critical to achieving
success through frontline innovation. This
approach is about taking the low-hanging
fruit generated from short, quick bursts
of structured innovation activity, with the
understanding that many of the low-hanging
opportunities are going to be “small-i” inno-
vations: small improvements that are quick
and easy and that individually might seem
insignificant but in the aggregate yield a
noticeably better experience or environment.

Our suggestion to spread the word about
BU and functionally focused projects applies
to frontline innovation as well: when you
achieve results, tout them. Success begets

more success.

Innovation in Smaller Bites and
Shorter Bursts

Bring specific innovation techniques or
perspectives to a specific innovation prob-
lem. Follow the same pattern of applying
specific tools and a clear approach, but in a
smaller and more focused fashion than for

an end-to-end, top-leadership-led process.
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We suggest that you simply bring one tool We recommend you leverage the small-
(two at most) and apply it to “the way we do bite, smaller-burst technique by
things here in "
For example, suppose you outline your +  Aggregating multiple actions and small-i
HR unit’s or corporate I'T’s orthodoxies about innovations and getting a critical mass Whether
whom you serve, what you provide, how you going. top-down or
provide it, and why you do it that way. What . Comn.mn‘icating your efforts within the grassroots led,
would you find? If you were to overturn or organization: tout the successes and the i
challenge any of those orthodoxies, what new difference the small-i innovations are if no leader-
and improved ways might let you better serve making. ship, then no
the organization, its constituents, or even your + Expanding on your ideas by searching innovation—
organization’s external customers? for ways to further exploit them: when
In many ways, this is a greatly reduced you find a good idea that can be lever- full stop.
and streamlined version of the frontline aged elsewhere, spread the word. Let the
innovation technique. It can be organized other facilities, functions, retail outlets,
with very small groups by applying a struc- and so on pick it up.
tured process that can be as brief as a few
hours. Voilai—you have near-term improve- Top-down-supported innovation is
ments to internal functions, processes, and great. But not all innovation can be or will
service. With any luck, you may come up be led from the very top. Keep grassroots
with some ideas that apply to your market- techniques in your leading innovation
facing activities and outside customers or arsenal as well. Either way: no leadership,

consumers as well. no innovation—full stop.



218

Key Take-Aways

Successful leadership learning and engagement is the most important organizing lever you have to ensure that
innovation takes hold in your organization. And it is sometimes one of the hardest levers to implement if the

prevailing leadership mind-set is that innovation can be delegated downward in its entirety.

Leadership should be involved in the work of innovation learning, resource allocation, and decision making.
The type of leaders you need to involve are those who can make decisions and allocate resources for and sponsor
ongoing implementation efforts. Leaders need to act as cocreators, sponsors, and visible advocates.

The importance of leadership learning is often underestimated or, worse, overlooked. If your ambition is to

make innovation sustainable within your organization, you will succeed only if your innovation leaders viscerally
understand the approaches and the new learning that led to specific new concepts. Leadership involvement that
includes a focus on learning is the best means by which to build understanding and commitment—particularly if
your innovation efforts are overturning company and industry orthodoxies.

An effective leadership engagement agenda can involve the work coming to leaders—for input and shaping—as
well as leaders going to where the work is being done—for learning, participation, and further input and shaping

as well.

If conditions for strong top-down sponsorship of innovation efforts and initiatives are less than optimal, consider
grassroots techniques to gain traction on your innovation efforts. The techniques can enable incremental
innovations that have a cumulative and positive impact on business results and culture. Occasionally, these efforts
eventually lead to the development of top-down sponsored efforts and systems.



Getting Started 10

I've been asked to lead an innovation program, how do | get
started?

What resources do | need? What's the people profile? How do [ set
objectives?

How do I figure all this out? How do | assess and design for what we
need?

219
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Your boss—the CEO, the chief innova-
tion officer, the COO, you name
Top leadership has it—has asked you to come by
recognized the neeq for
systematic innovall‘lon,
now you need to figure
out how to get started.

What to do?

He or she says,”We need
innovation. We have assem-
bled a road map, and now we
need to get an execution plan

in place. Have alook and lets

talk next week about how we
can get started.” You do the right

thing: you say,“OK, will do,” then head

back to your office. The whole time you're
thinking, Now what? How do I figure this out?

What just happened is that top leader-
ship recognized a need for innovation—
systematic innovation, not just one-off or
serendipitous innovation. But they don't have
a point of view on how to get started. So they
are delegating the job to you. The “road map”
that you are handed doesn't really offer any
guidance. Even worse, the tangible objectives
that you're being asked to pursue are not
clear. The top leaders want innovation, but
“innovation” is not really defined. It’s still an
ideal more than a tangible, defined outcome.
So your task will be to take the vague request
of “we need innovation” and translate it into
a set of focused objectives so that you can
shape a disciplined, well-conceived approach

to the particular innovation challenge.

Designing from
Outcomes Back

Start by thinking about outcomes or
objectives before considering any particular
approach. It sounds obvious to say that you
should be thoughtful about what it is you are
trying to accomplish before you set out to do
it. Unfortunately, we too often see individu-
als and teams react in knee-jerk fashion and
reach immediately for a consulting firm or
B-school guru who will tell them what to do.
Our advice: avoid being suckered into
the “I have a problem, and this expert has
a way to get it done” approach. It's not
that external expertise isn't helpful —it is.
Rather, the issue is that without thoroughly
understanding the specific outcomes you
seek, you can't possibly know which inter-
nal or external expert you might turn to.
As the saying goes, if you don't know where
you are going, any road will take you there.
Starting with this approach will result
in wasted work with no good outcomes.
Instead, focus first on what you are looking
to achieve.
Answer these kinds of questions to
define the specific outcomes youd like to
achieve and the constraints within which you

need to work:



What are our overall specific and tangible
objectives for our innovation efforts?
Which are longer term? shorter term?
What are the realistic boundaries and
practical constraints within which we are
operating? Which people and skills can
we apply to the effort? For what percent-
age of their time? For how long? What
kind of budget will they have? Can they
travel? What are they/we constrained
from doing?

In addition to people and skills, what
other resources will we need?

What innovation approach can we use
to achieve the objectives within the con-
straints? Can they be reconciled? If not,
can one or another change?

What are the start-up steps?

As the next graphic suggests, you need

to apply an iterative thinking process to
develop a specific approach and program
design. As you iterate, you will sometimes
conclude that the initial objectives cannot be
achieved, given the practical constraints. For
example, you may set an initial objective of
enabling an enterprise-wide capability, but you
learn that leadership is not able to commit

to the necessary roles of cocreator, sponsor,

and visible advocate. In this instance, you

What can | practically
achieve with the time
and resources | have?
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Your objectives

What do | want
to achieve?

Practical
considerations

would need either to rethink the objectives or

make your case to senior leadership for their

commitment, ensuring that all key stakehold-

ers understand the necessary trade-offs

you may need to make in selecting a

particular approach.

Different Types
of Innovation
Outcomes

We observe at least six broad
types of innovation objec-
tives or outcomes for which
program leaders design an

approach:

Starting with approach
rather than outcomes
in your design leads
to wasted effort—if
you don't know where
you're going, any road
will take you there.

1. Give me more ideas I can act on.

“We don't have enough ideas—we

need more and better ideas.
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Help me develop new product or
service concepts that I can commer-
cialize in the next twelve to thirty-six
months.”

“Help me get innovation fast.”

“Help me improve colleague engage-
ment while efliciently capturing
their improvement and innovation
ideas—generally or for a specific
challenge.”

Help me with the ideas I already have.

“Help me take the ideas I already have to
market.”

“Ideas are not our problem—we have
plenty of ideas. How do I know
which we should take to market?

Make my innovation efforts more

strategic.

“We need more coherent innovation.
Right now, it’s all one-offs.”

“Help me fill my pipeline for the next
three to five years in a strategically
sensible way.”

“Help me understand the linkage
between ‘strategy’ and ‘innovation'—
I feel that they should be linked and
integrated, but don't know how

Icandoit”

“We need new growth platforms to drive
our innovation agenda.’

Help me manage risk smartly.

“I have a new, promising, but uncertain
idea. How do I sensibly proceed?”

“Our organization won't pursue big and
promising ideas because they are
perceived to be too risky. What can
we do?”

Help me innovate postlaunch.

“All my innovation thinking and work
is up until launch. Why don't I keep
innovating postlaunch?”

“How can I innovate postlaunch with-
out derailing existing in-market
executions?

Strengthen our innovation

capabilities.

“Help me strengthen some basic
innovation skills.”

“Help me create enough innovation
black belts across the organization.”

“Help me build leadership’s capabilities
in leading innovation.”

“Help me redesign our process(es) to
better enable innovation.”

“Help me enable a culture of innovation

to achieve our growth goals.”



“Help me redesign
process(es) to better enable innova-
tion” (for example, open innovation
processes, stage-gate processes,
supply chain management

processes)

The first critical step in developing an
approach that is fit for your particular pur-
pose and circumstance is to get specific—to
unpack the general “we need” statement to
come up with the specific outcomes that you
want and need. Using these six broad catego-
ries as a starting point, you can ask yourself,
your team, and leadership why you and/or

they want more innovation. Is it in order to

1. Give us more ideas?

2. Bring existing but nascent ideas to
market?

3. Ensure that our innovation efforts are
linked to strategy? That there is strategic
coherence?

4. Help us manage risk smartly?

5. Innovate postlaunch?

6. Strengthen innovation capabilities
in a specific way to achieve a specific

outcome?
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In the next section, we will look at an
illustrative approach designed to deliver
results for the one or more of the outcomes
expressed in each of these six categories. You
will see that we do not repeat approaches
we have referenced elsewhere in The Guide,
such as open innovation, innovation fast,
innovation accelerators, and “innovating in
market.”

Keep in mind that the “right” approach
should be based on your innovation ambi-
tion and the practical considerations of your

starting point.

High-LeveI Designs for
Frequently Desired
Outcomes

The fact is that there are several designs
you can use to approach any given inno-
vation challenge. With experience, skills,
knowledge, and an appreciation of your
organization’s culture, you and your col-
leagues should be able to design the right
approach.

Let’s look at specific problems, and
examples of some possible designs to
address them.



224

Outcome 1: Give Me More Ideas | Can
Commercialize and Scale

“We don't have enough ideas—we need
more and better ideas. Help me develop
new product or service concepts that I
can commercialize in the next twelve to
thirty-six months.”

“Help me get innovation fast.”

“Help me improve colleague engage-

ment while efliciently capturing their

Prepare Develop New insights

Jobs to be done:
unmet and unarticulated
customer needs

Understand Discontinuities
current
insights

inventory Economic model

insights

Core competencies
and assets

improvement and innovation ideas—

generally or for a specific challenge.”

If your need is for “more ideas,” we
advocate that you take an insight-driven
approach. Doing so will best position you to
develop the new, frame-breaking perspectives
on market, industry, and your organization
that are particularly useful for generating
compelling ideas. Figure 10-1 illustrates an

approach to generating new ideas.

Move from Insights to Ideas
to Specific Opportunities

Insight
collisions

v

Cluster ideas
into themes

v

Select opportunities
to elaborate through SEI

Figure 10-1 New Perspectives to Generate New Ideas



Notice that you begin this approach by
understanding your current insight founda-
tion. You can and should use and build on
your existing customer, market, and organi-
zation insights to develop frame-breaking
perspectives. You can then close gaps and
develop new perspectives using the types of
“insight collisions” that you find most helpful.

In the last phase of work, you use the
collision of insights to generate ideas. As
you do so, you may find it helpful to cluster
the ideas into specific themes related to a
particular customer benefit, thereby helping
you view a particular broad theme from sev-
eral different perspectives. There may also
be ideas that stand on their own.

After reviewing the set of ideas and
theme-based clusters, select the most
interesting few and then apply SEI tech-
niques to stretch, elaborate, and refine them
further. The elapsed time for each phase
and the resources required to do the work
vary significantly based on circumstances.
Please also note that the approach depicted
in Figure 10-1—and those we subsequently
detail in this chapter—do not speak to spe-
cific milestone meetings, leadership engage-
ment sessions, or other specific working

sessions. Those should be incorporated into

your design thinking as well and the specifics

and timing will vary based on circumstances.

Outcome 2: Help Me with the Ideas
| Already Have

“Help me take the ideas I already have to
market.”

“Ideas are not our problem—we have plenty
of ideas. How do I know which we

should take to market?

In some circumstances, there is an existing
pipeline of ideas, but, for a variety of reasons,
the ideas are“stuck.” The organization cannot
get them converted from idea to actionable
concept. Or, as a variant, the organization
lacks a sufficient stable of up-front ideas and it
cannot drive them through to execution.

In cases where your central objective is to
move ideas from the “nascent” state to a more
actionable and executable stage, an approach
like that illustrated in Figure 10-2 is helpful.

This approach integrates many of the
elaboration techniques described elsewhere
in The Guide, and assumes that you will
apply several rounds of elaboration and itera-
tion based on your learning and on identify-
ing critical assumptions and unknowns. This

type of design can act as a stand-alone design
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Unpack and
Understand

Business
concept
unpacking
and
repacking

Synthesize
Learn and Iterate y Execute
and Choose
Discovery specific to new business concept
{ { { Business
Valu_e' Business Competitor Economic concept Execution
proposition model and analogs model unpacking, planning
synthesis learningand = learningand ' learning and repacking, or testing
and learning synthesis stretching synthesis and final
' l l synthesis
Iterate Iterate Iterate

Figure 10-2  Getting to Action on a Synthesized Business Concept

if the organization already has nascent ideas.
It can also act as the “back end” to a “front-
end” process that generates new (nascent)
ideas, as shown in Figure 10-1.

Outcome 3: Make My Innovation Efforts
More Strategic

“We need more coherent innovation. Right
now, it’s all one-offs.”

“Help me fill my pipeline for the next three to
five years in a strategically sensible way.’

“Help me understand the linkage between
‘strategy’ and ‘innovation'—I feel that

they should be linked and integrated,
but don’t know how I can do it.”
“We need new growth platforms to drive our

innovation agenda.’

Such statements as “We need more
coherent innovation” and “We need new
growth platforms to drive our innovation
agenda”—which we hear from leaders
across industries—represent a desire
for strategic innovation. These expres-
sions may also be pointing to a desire for

an innovation strategy—a framework



that recommends “where to play” in

your markets and identifies the basis on
which the company will compete and win
sustainably.

We will not speak to specific approaches
to crafting corporate strategy here. Rather
we will share an illustrative approach that
helps you shift from “one-off” product inno-
vation to a domaining discipline that will fill
your pipeline for several years.

The illustrative approach shown in
Figure 10-1 focuses on developing specific

Prepare Develop New insights
Jobs to be done:
unmet and unarticulated
customer needs
Understand Discontinuities
current
insights
inventory Economic model

insights

Core competencies
and assets

Figure 10-3 Developing Innovation Domains

concepts. Note that the approach does not
feature the notion of building and elaborat-
ing strategic domains or growth spaces. If
you want to bring greater strategic coher-
ence and logic to your efforts, you can
apply the domaining technique described
in Chapter Three. Figure 10-3 illustrates

a simple approach for shifting away from
one-off product innovation and bringing
greater strategic coherence and logic to your
efforts by building and elaborating strategic

domains or growth spaces.

Move from Insights
to Ideas

« Develop ideas
« Develop domains
« Select a few for SEI

ShortTerm
Next 18-24 months
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Move Ideas to
Domains to Concepts

« SEl domains

- Select opportunities
and begin SEI

Middle Term Long Term

24-36months | 3smontnss
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Note that the first two steps are essen-
tially the same as the approach illustrated in
Figure 10-1. Step three (which incorporates
use of the framework shown in Figure 7-1)
focuses on generating a large set of ideas in
order to identify bigger growth spaces—
domains—that you could pursue. In step
four, you use the framework shown in
Figure 3-1 to elaborate, assess, and prioritize
the strategic growth spaces—domains. That
work may typically include

+ Developing a detailed migration map.

+ Mapping current initiatives (if there are
any) to each priority domain. Doing so
will help you bring greater coherence
and strategic clarity to existing efforts.

+ Deepening your understanding of a given
domain through additional insight work.

The overarching idea of this approach
is to identify a strategically coherent growth
agenda. You do so by creating and selecting
a domain with many promising concepts,
each of which delivers the same broad value
proposition. This technique enables you
to shift from one-off efforts by filling your
pipeline with a portfolio of strategically
related opportunities. Of course there is

much work that follows in order to bring

concepts to market successfully.

Outcome 4: Help Me Manage Risk
Smartly

“ . . . .
I have a new, promising, but uncertain idea.
How do I sensibly proceed?”
“Our organization won't pursue big and
g p g
promising ideas because they are
perceived to be too risky. What can

we do?”

Let’s say you have a fully developed
business concept—on paper—and you
have identified critical assumptions and
unknowns that must hold true for you to
succeed. Your team and leadership see risk
because of the unknowns regarding your
concept. As a result, your efforts may be
stalled or stuck.

You know from Chapter Six that you
can get unstuck by managing and mitigat-
ing risk related to your unknowns through
experimentation and other techniques for
closing knowledge gaps. Figure 10-4 illus-
trates one example of how you can do so
through experimentation efforts featuring

several iterations of in-market learning.
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Revise and
Design Test, Learn, and Apply Refine
In-Field Experimentation
= Test
Experiment Design ¢ Revised Concept
« Priority unknowns + Business concept
Learn revisions

- Targeted experiment
design(s) ¢ « Action plan

- Resources development

Apply learning
to concept

Iterate

Figure 10-4 Experimentation and Business Concept Iteration

Smartly designed market-based positioning you to launch with confidence
experiments should be used to close and ensuring that you have the right amount
knowledge gap(s) on specific unknowns. of resources.

These experiments provide fast, low-cost, This type of design may be used
under-the-radar methods for managing and in stand-alone fashion for concepts
mitigating risk. Often the approach features that are fully vetted, or you can add
several learning cycles through which it to other phases of idea and concept

you refine and de-risk the opportunity, development.
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Outcome 5: Help Me Innovate
Postlaunch

“All my innovation thinking and work
is up until launch. Why don't I keep
innovating postlaunch?”

“How can I innovate postlaunch without
derailing existing in-market

executions?

As we've noted, postlaunch innovation
is the innovation practitioner’s frontier. In
Chapter Seven, we speak in great detail
about specific approaches you can use to
innovate postlaunch. For our purposes here,
we summarize four important design princi-
ples that should guide you in any postlaunch
innovation approach:

+ Apply front-end innovation techniques
in a fit-for-purpose way. For example,
consider such techniques as continued
learning, insight development, ideation,
opportunity elaboration, and experimen-
tation. Focus on the particular objective
of improving your in-market perfor-
mance for a particular concept. We've
established that innovation requires new

learning. Continue that new learning

postlaunch to capture the full poten-

tial of your newly launched product or
service.

Understand what is fixed and what is
malleable for your postlaunch con-
cept. In practical terms, there are fixed
components to an in-market concept
that are difficult and expensive to
change. Some fixed components, such
as base product design or regulatory
conformity, may be impossible to change
without a complete reconceptualization
of a given concept. Yet there are other
aspects that can be improved through
innovation while in market. These
include elements of the marketing mix,
such as pricing and promotion, incen-
tives, routes to market, and the chan-
nel experience. Focus on what can be
productively changed for your particular
context. Then apply fit-for-purpose
front-end techniques to discover what
additional innovations will help you
capture more upside.

Use structured pilots for learning. The
discipline of postlaunch strategic innova-
tion is likely to be new to many in your

organization. If so, you will find



it helpful to initiate your postlaunch
efforts through a structured pilot. As you
do, include comprehensive coverage of
tools and techniques for learning, to
allow both practitioners and leaders

to apply and learn these new techniques
in service of capturing more upside for
an in-market concept.

+ Pick your shots carefully. Postlaunch
strategic innovation requires
resources that are different from and
additional to your current postlaunch
management processes and efforts.
You will need to be thoughtful in the
in-market opportunities on which
you wish to focus and apply those

resources.

Outcome 6: Strengthen Our Innovation
Capabilities

We share two distinctly different approaches
in this section. The first is designed to
strengthen some basic skills; the second

is designed to enable a culture of innova-
tion through capability building within a
more comprehensive end-to-end innovation

process.
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Strengthen Basic Innovation Skills

“Help me strengthen some basic innovation
skills”
“Help me create enough innovation black

belts across the organization.”

Several leading universities, such as
Stanford, IMD, and Babson, offer various
types of innovation training for business
executives. But you don't need to go to an
executive learning class to strengthen basic
innovation skills. You can build your own
curricula drawing from many sources, includ-
ing those aspects of your internal innovation
efforts that have worked well for you.

Ideally you should structure the skill
building in a way that applies a given concept
to a specific challenge that your training
cohort may face. For example, if you wish
to strengthen skills in risk management and
mitigation, you could design a one-day ses-
sion to focus on current concepts for which
the techniques are relevant, or you could
choose to focus on a historical example from
your organization or the industry‘

You may, for example, choose to focus
your training on one or more insight tech-

niques, as depicted here:
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Objectives and brief overview
of innovation in our organization

Surfacing Unmet Needs

Reframing Jobs to Be Done

Identifying and Using Orthodoxies

Identifying Potential Dimensions of
Competition—Exploring White Space

Discussion and shared learning

Working Sessions

- Share objectives and set training in context of overall innovation efforts
for the organization

Discussion/Plenary Sessions

As you can see, this session focuses
exclusively on learning and applying select
insight techniques, and the majority of the
session is structured as applied learning for
each concept using smaller teams. Typically
you would construct a working-session for-
mat in which a given group applies the new
technique in a hands-on manner. You could
choose to structure working sessions as
facilitated or self-directed sessions, depend-

ing on your objectives‘

« Learn and apply techniques such as end-to-end experience mapping
and surfacing tensions

- Understand how looking at jobs to be done is helpful in reframing our
view of served market—and surfacing potential disruptions to it

- Identify industry orthodoxies that may unnecessarily prevent us from
seeing or pursuing opportunities

« Explore the dimension of competition— ours and others'—to identify
potential white space opportunities

- Share reflections and discuss specific ways one might apply the learning
from today’s session

The specific time required for each
session should be based on your desired
outcome. If you want deeper skills and
mastery, you may need more than a day
to meet your objective. By contrast, you
could decide that you wish to focus only
on a single insight area, in which case your
session would be shorter. Whatever your
innovation training needs, just be sure to
stay focused on the outcome(s) you seek as

you structure the session.
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Building Innovation Capabilities and Enabling Mind-Set Shifts at Saint-Gobain Performance Plastics

Saint-Gobain Performance Plastics operates seven business units across fifty plants in Asia, Europe, and North America. It is a busi-
ness in which “80% of sales are from a business model based on engineer to customer interaction and greater than 35% of sales
are from products less than 5 years old,” suggesting both success in innovation and an imperative to continue innovating.' As
president Tom Kinisky notes, “Every company wants to have growth and everybody wants to be part of a dynamic, growing orga-
nization . . . The fun of launching new products, the idea that new processes are coming to our factory floor . . . everybody wants
that. With growth is the opportunity for more experiences, for career development and enhanced job satisfaction. [Therefore we
seek] not just innovation [but] sustainable innovation. We want it to be part of the fabric of who we are every single day."”

To develop capabilities and shift mind-sets, Tom asked Jean Angus, director of innovation processes, to create a fit-for-
purpose innovation program that could be rolled out to every part of the organization. Tom and Jean were very clear that the
training should lead to a business result, including strengthening existing customer relationships, establishing new customer
relationships, and, over time, driving continued profitable growth. The diagram depicts their high-level approach?:

Assess Design Pilot Scale

Assess current core Develop training Roll out training

innovation approach
and processes

« Interviews with
business leadership

- Employee surveys

« Assessment of
current supporting
and enabling
processes and gaps

curriculum and
long-term plan

- Develop internal
branding for the
effort, linking it to
business strategy

« Design and select
tools (customized
and off the shelf) and
supporting materials

- Set governance and
process to move from
training to ideas to
in-market actions

Conduct; learn;
refine approach

« Develop BU-specific
insights—e.g., core
competencies,
disruptive trends, and
customer insights

+ Hold collaborative
sessions; debrief and
revise as appropriate

enterprise wide and
begin certification

+ Design and agree on
skill level mastery —
components and
assessment criteria

« Integrate training
efforts with appropriate
HR processes

- Develop pool of internal
trainers, facilitators, and
coaches to enable “train
the trainers” approach
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As you can see, developing the training required significant effort, starting first with an assessment of what was work-
ing well inside the company and what was limiting it from realizing its full innovation potential. From there, Jean and her
team developed the specific training curriculum for individuals and teams and quickly rolled it out across the organization.
Individuals practiced using basic innovation tools and processes. Some learned to facilitate insights and step-change or break-
through solutions. Others progressed further to facilitate and coach business teams on strategic innovation. Full scaling of the
program was to begin in 2013, with the goal of more than fifteen hundred colleagues trained by the end of that year. Ongoing

efforts to certify internal innovators at various levels of mastery continues, as this table depicts*:

Saint-Gobain Performance Plastics Innovation Training Program Platforms:

Creativity and Innovation Practitioner

Creativity and Innovation Facilitator

I T S

Creativity and Innovation Coach

Level 1

Level 2

Level 3

Level 4

Level 5

Level 6

Basic Innovative

Course
LETLT

Practicing Creativity

Facilitating Creativity

Designing for

Coaching for

Master

organization

Percent
trained

organization

organization

organization

organization

Thinking and Innovation and Innovation Outcomes Creatlwty'and Inno hascallisiner
Innovation Facilitator, and Coach
100% of 20-25% of 15% of 10% of 3-5% of 1% of

organization

Saint-Gobain
Performance Plastics
Innovation Training
Program Platforms:

Everyone in
organization gaining
awareness of
innovation program,
processes and tools

Course
focus

People learn and
practice more tools
while solving
personal and business
challenges with
innovation coach.
Any person
completing level 1
course can volunteer
for this course

People learn skill of
creative facilitation,
art of improvisation,
and more tools. Any
person demonstrating
competence in
applying level 2 tools
and having certain
facilitator attributes
can be selected
for course

People learn skill
of facilitating team
insights, designing for
step-change solutions,
and coaching level 3
facilitators. Any
person demonstrating
competence in
facilitating level 3
tools can be
selected for course

People learn skill of
facilitating business
team strategic
insights, designing
for breakthrough
solutions, and coaching
teams on customer
engagement
immersion process.
Any person
demonstrating
competence in
facilitating level 4
tools can be selected
for course

People learn to coach
business teams and
leaders on all
innovation platforms,
execute all innovation
training programs, and
design for sessions
for business team
strategic insights and
business model
solutions. Any person
demonstrating
competence in
facilitating and
coaching level 4 tools
can be selected
for course

Generates many
creative,
incremental solutions

Competencies
and
outcomes

Sets tone for enabling
innovative culture

Designs for
incremental solutions
and generates step-
change solutions

Facilitates step-
change solutions and
action plans in teams

Facilitates insights
and breakthrough
solutions with
action plans in teams

Coaches and designs
for level 3 facilitators

Facilitates and coaches
business insights and
strategic direction
in business teams

Coaches and designs
for levels 3 and 4
facilitators

Deep understanding
of Performance
Plastics Innovation
program

Trains, coaches,
facilitates, and designs
for all innovation levels




Saint-Gobain offers a detailed example
of a well-designed and well-executed innova-
tion training regimen, one that is thoroughly

thought through with regard to

+  Outcomes desired (for example, specifi-
cally defined levels of innovation mastery
across a specified cross-section of the
organization)

+ The design to achieve those outcomes

You will want to achieve this level of
outcomes-back thinking and design for your
own training program. Of course, you will
need to take your organization’s desired out-

comes, inputs, and constraints into account.

Enable a Culture of Innovation to
Achieve Growth

“Help me build leadership’s capabilities in
leading innovation.”
“Help me redesign our process(es) to better

enable innovation.”
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“Help me enable a culture of innovation to
achieve our growth goals.”
“Help me redesign process(es)

to better enable innovation.”

The approach we discuss here is the
most complex and, if executed well, capable
of yielding the highest impact because it
encompasses the innovation needs across
each of the first four categories and adds
a fifth: fostering a culture of innovation to
achieve your growth goals.

The objectives of this approach, which
demands a highly structured leadership
agenda, include filling the pipeline, enabling
innovation-friendly processes, building skills,
and shifting mind-sets. At its broadest level,
the approach seeks systemic change so that
the organization innovates because of its
processes and systems rather than in spite of
those systems.

These objectives represent a big chal-
lenge, so the approach comprises the most
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variables and alternatives. It is therefore
nearly impossible to peg a standard design or
template that addresses a standard circum-

stance, because when you peel the onion

back a layer or two, there is no standard
circumstance. In that context, let’s have a

look at a very high-level illustrative approach
(Figure 10-5).

Experiment and

Develop new, Develop ideas B (dg-risk)
Design frame-breaking and/or domaining Develop business Execute and
perspectives point of view concepts/plans commercialize

Select fit-for-purpose organizing elements

This example assumes that the innova-
tion capabilities the organization would
like to build or strengthen cover each
phase of the end-to-end innovation pro-
cess. Comprehensive capability is achieved
through learning by doing, because the
approach assumes that both a leadership
team and a working team are engaged

throughout. The working team will learn the

Figure 10-5 Innovation Capability-Building and Embedment Work

end-to-end set of skills and tools as it applies
them in each phase. Leadership will engage
in their part of that transformation agenda
and may pursue a structured leadership
agenda that features them in their roles as
cocreators, sponsors, and visible advocates.
By so doing, leadership will understand and
participate in organization design efforts and

dialogue at the back end of the work effort.



Getting Started: Assembling
the Team

We are often asked for guidance regarding
how to form an innovation team: what the

ideal team profile is, how it might vary by pet-

son and role, and how many members to have.

We argue that you serve yourself well to
think in terms of overall team composition
rather than individual profiles. Given the
nature of innovation work, you need many
attributes to enable successful innovation
work—more attributes than is realistic to try
to find in any one individual. For example,
at times you will need all or some of the

following:

+ Divergent and convergent tendencies

+  Creative thinking

+ Business concept development capabili-
ties calling for high levels of business
acumen

+  Some new-to-the-business and new-

to-the-industry thinking and, at times,

some long-in-the-tooth experience in
both the industry and in business model
development and vetting

+  Some experience from those who make
the product, and some from those who
market or sell it

The list of attributes is too long to
expect to find in one human being, no
matter how talented he or she may be.
So we recommend that you think “team”
rather than individual. Not only that,
you're looking at a big workload! You
will be well served to get yourself a
generous number of arms and legs to
help carry it.

The mapping tool in Figure 10-6
guides you in thinking through and struc-
turing the most effective group or team to
drive your innovation work. It helps you
assemble a cross-section of individuals,
regardless of team size, ensuring a good
mix of backgrounds, perspectives, and

experiences.
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Given the
nature of
innovation
work, you will
serve yourself
well to think
about team
composition and
attributes more
than individual
profiles.
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Innovator’s Field Guide

= “Person X"

Figure 10-6 Team Cross-Section Mapping Tool



Our example is populated with one
hypothetical individual, Person X, to give
you a sense of how to fill out the map. The
stars indicate where Person X falls on each
dimension. You can map all of the names of
individuals you are considering on each of
the dimensions on this single framework.
After you map the 3, 5, 12, 20, or 200 indi-
viduals whom you are considering for the

work, you should look for spread and gaps:

+  Spread: Have you covered the dimen-
sions as best you can, given the size of
group you are planning to staff?

+  Gaps: Where are the big gaps and soft
spots in the staffing of the work? What
can you do to shore up the soft spots? Can
you find other alternatives or additions?
Can you augment those gaps in skills or
petspectives in some other fashion, such
as through part-time participation of oth-
ers, or leadership interventions?

You should develop and strengthen your
team’s skill sets to shape and design innova-
tion work efforts as much as possible over
time. Highly developed design skills come
with “flight hours” of doing the work—
understanding the undetlying principles that
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undergird the work and gaining experience
with the techniques in general.

These skills allow the organization to
become increasingly proficient at addressing
innovation challenges in real time without
having to go to outside help or counsel. This
is not to say that you will never want to go to
outside organizations for data or outside per-
spectives and input. Rather, it is to say that
you should develop self-sufficiency in design-
ing innovation work by building this skill
internally. Even if you work with an outside
partner to get started in learning the work of
innovation and creating your own internal
design skills, developing these skills internally
over time is probably one of the most valu-
able things you can do for your organization’s
innovation capability-building efforts.

Assessing Issues and Approach:
Innovation Assessment and
Design

“How do I know I am starting at the right
. . . 1
place with my innovation efforts?
“We don't know if we have good ideas or not.
How can we assess whether we have good

ideas or bad ideas—or no‘real’ ideas at all?”
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“We need more innovation, but we're not
getting it. And we don't know why. Help
us understand what we're doing wrong
and what to do to fix it.”

In many instances, an organization is not
able to identify the specific outcomes and
corresponding approach it seeks. Leadership

should be a near-term priority or which root
causes impede innovation within the orga-
nization. In such circumstances, it is helpful
to conduct an innovation assessment both to
diagnose root-cause inhibitors and to surface
and sequence the particular innovation out-
comes you wish to achieve.

Figure 10-7 depicts a high-level example

or team views may vary as to Wthh outcome

A

Current Performance

Assess current core
innovation approach
and processes

Directly targeting
innovation:
« Explicit processes
« Implicit methods
» What we're doing and
not doing
Affecting innovation:
» Measures and incentives
« Resourcing processes
« Decision-making
structures

- Leadership experience
and behaviors

Leading Practices

/ Filtering and
evaluation
vis-a-vis preferred

\_innovation practices

+ Understand your
performance relative to
industry and nonindustry

-“Direct” and “affecting”

A

Gaps and Issues

Innovation
gaps and issues
to resolve

- Core innovation
processes

« Supporting tools and
frameworks

« Skills and skill building
- Metrics and measures
« Incentives

+ Surrounding and
supporting processes

« Funding mechanisms

« Leadership engagement
and decision making

- Structural adjustments

of an assessment and design structure.

A

Actions

Recommended
actions

- End-state point of view
on what we want
- Definition
» Outcomes and results
- Early view of

organizing levers

« Plan to build capability
and strengthen
organizing elements

A: Leadership engagement in issues and design choices

Figure 10-7 Example of an Assessment and Design Process



This approach helps you (1) assess what
is currently in place that directly supports
and enables innovation and (2) identify the
organizational systems and processes that
indirectly impede the work of innovation in
material ways. As you develop your findings
regarding actions or processes that sup-
port or impede innovation, you can begin to
discuss what to do to improve your situation.
As you consider potential actions, assess
your situation against leading innovation
principles and practices to develop specific
recommendations.

The next sections take a closer look at
each major work element depicted in Figure
10-7.

Develop an As-Is View of Innovation and
New Product Development Processes and
Outcomes

What does the organization do to enable inno-

vation and new product development work?

+  What are the explicit, documented work
processes and plans for innovation and
new product development? What is sup-
posed to happen through these processes
and plans?

+ In practice, what actually happens? In
what ways does the actual work of inno-
vation deviate from the “documented”
process? Are there workarounds?
Improvisations? If so, are these harmful
or helpful? What are the current pipeline
and portfolio outcomes?

+  What are the gaps? Where are shortfalls
vis-a-vis the organization’s innovation

and growth needs and goals?

Develop an As-Is View of Resource
Allocation and Other Indirect Work
Processes That Affect Innovation and
Growth Work Efforts

What does the organization do today with
regard to resource allocation and related

processes and decision-making forums?

+  What do capital and expense allocations
currently look like, and how do they
work—or not work—in conjunction
with innovation?

+ How does personnel allocation work and
not work vis-a-vis innovation needs and
processes?

+ How does annual planning and resource

allocation work intersect (or not) with
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the work of innovation? Is there a formal
intersection?

+ How does human resource and talent
management take innovation needs and

work into account?

You must assess each of these elements
with complete objectivity. Your assessment
should produce a grounded-in-reality analysis
of what is actually happening vis-a-vis innova-
tion needs. Think of it as the current-day pic-

ture of innovation—good and bad. It is a look

in the mirror, and it needs to be an honest one.

|dentify Leading Innovation Principles
and Practices

Juxtapose the as-is picture onto the “ideal”
as represented by the leading principles and
practices described throughout The Guide.
They collectively articulate a clear point of
view on what, ideally, would be happening,
both at the level of principle and at the level
of action.

|dentify Priority Gaps and Capability-
Building/Enhancement Areas

Identify specific need areas and prioritize
them.

+  Where are the gaps? What are we
not doing? What should we be doing
differently?

+  What are the priority gaps? Where
should we focus first on shoring up capa-
bility, and why?

+  What are the options for gap-filling
actions? (There are usually several.)
What are the trade-offs related to the

options we are considering?

Recommend Organizational Changes

Develop an actionable point of view to
address the gaps by making changes to spe-

cific organizing elements.

+  For each capability-building area,
which priority action will we take
onboard, and why?

+  What are the resources required to
do that?

+  What are the realistic resources we can
put against the priority action(s)? Are
the resources we are committing suf-
ficient to accomplish our objectives?

+  If we take all of our gap-filling actions
and recommendations in aggregate,

do they work with one another? Isita



comprehensive approach through which
we consider each element as a means by
which to enable and sustain our innova-
tion ambition? Does it reflect a systemic
approach in which several discrete
actions reinforce each other, bringing

greater coherence and cumulativeness to
our efforts?

Do we have an implementation game
plan that articulates a sequence of activi-
ties with target dates for completion and
checkpoints along the way?

Innovation Assessment at Crayola

When Crayola began seeking more innovation in 2004, they started by applying an innovation assessment and design tech-
nigue.’ One of their motivations was based on an unsuccessful foray into adult writing instruments a few years earlier. Although
that concept was well regarded prior to launch, the effort was not successful because the “attempt stretched too far from
Crayola’s core [competencies, and it] lacked the brand equity to attract and retain this new customer segment.” Crayola had
many more ideas they could commercialize, but wanted to know which were the most promising. They also wanted to know

if there were alterations they could make overall to their innovation system and capability (including but not limited to their

existing stage-gate process).”

In working through an assessment and design exercise, Crayola concluded the following?®:

¢ Inorder to know which ideas are best to pursue, develop a point of view about which customer problems to solve and
which industry rules are most advantageous to challenge. Consumer insights and industry paradigms to challenge are a
necessary foundation to having a point of view on best ideas to pursue through to commercialization.

e Learn and apply these and other innovation techniques first, before redesigning your internal processes. Learn to do the
work of innovation, building skills and understanding as the important first step in efforts to strengthen innovation capa-

bilities. In other words, skills before process (or other redesign of organizing elements).

¢ Initiate changes to specific organizing elements, such as process and structure, after you establish a shared and aligned

understanding of where to play and how to win. Over time, these changes at Crayola included:

e The “No Limits” platform: This is one example of a point of view regarding the specific actions—products and enabling

organizing actions—the company took to fulfill consumers’ unmet needs.’
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e Aredesigned stage-gate process: The innovation team integrated some new innovation techniques into their existing

stage-gate process, including building new perspectives and developing and prioritizing platforms.®

e Structural changes: Leadership reorganized their marketing department by focusing centrally around growth platform

(domain) propositions such as No Limits. They put P&L leaders in charge of driving No Limits as well as other platforms.

Clearly leadership held a strong conviction that if a platform (domain) represented a significant source of future value

for the company, they were going to align to those propositions organizationally.”

Skills trump
tools. Don't
get caught
up in "tools

myopia.”

The beginning of Crayola’s innova-
tion capability-building efforts and journey
are documented extensively in the 2008
Corporate Executive Board study focus-
ing on innovating the business model while
sustaining core performance.'?

One other point on assessment and
design work: if you need outside help, get it!
That advice may be true in general, but we
emphasize it here in particular. Even if you
have already established a comprehensive
point of view on innovation, gaining an objec-
tive perspective from qualified and trustwor-
thy third parties on what your organization is

doing and not doing can be quite valuable.

Before You Begin: Some
Additional Tips

As you are getting started on your innova-
tion and capability-building journey, keep

these points in mind:

Skills trump frameworks. Frameworks
are scaffolding to build, teach, and
maintain skills and process. Skills for
developing internal and external insights,
ideas, business concepts, and experimen-
tation are more central and crucial than a
given framework. Don't lose sight of that
or get caught up in “tools myopia.”

You will build your strongest innova-
tion skills through learning by doing.

It requires a lot of “flight hours.”
Innovation is a learned skill rather than
a rote task. It is much more akin to
learning to be a good brand manager or
general manager than it is to learning
your math tables. Tools are of great use,
but the process is not nearly as formulaic
as some would have you believe (or hope
that it would be!).

Innovation is not a rigid process as
much as it is a wide-ranging set of

tools and approaches that you can and
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should piece together optimally for you. Building and having access to skills in
Everyone’s situation varies on specif- the areas of diagnosing and designing
ics that matter a great deal. There is the work of innovation will be of high
no standard set play that works for value right from the start.
everyone.
The skills for design of each of your We hope that these tips and design
innovation approaches are critical! Build examples are of assistance as you begin. You
them over time and supplement them are off on your quest to build a better inno-
periodically with outside assistance. vation system. Good luck!

Key Take-Aways

- Getting started on an innovation effort should be an outcomes-driven design exercise. I[dentify specific

outcomes before selecting the approach—always. Designing an approach to achieve those outcomes then

entails a discussion of “trade-offs” so that you very clearly understand what you can practically achieve given

your situation.

- Across organizations of different size, geographies, and structure, there are several broad types of innovation objec-

tives or outcomes for which program leaders commonly design an approach. These categories reflect the majority

(but not all) of the ways in which the “innovation problem”is expressed as a team converges on a specific approach

for their organization. The six we speak to in this chapter are

1.

2
3
4.
5
6

More ideas

Unsticking existing ideas

Strategic coherence in concept development efforts and a need to link strategy with innovation
Managing and mitigating risks

Innovating postlaunch

Building innovation capability
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When staffing the work of innovation, it is best to think about the portfolio of skills and characteristics you want in

a team. Think about a given team'’s cross-section and characteristics as a whole, rather than considering characteris-
tics purely on an individual-by-individual basis. Avoid the “hero model”and think about the team of people who can
assist you in achieving your specific innovation objectives.

If you are having trouble clearly articulating innovation objectives or a design to achieve them, and/or establishing
a shared leadership view about them, then adopting a structured approach to assessment and design might be
your best path forward. Don't circle around the topics; use assessment and design as a way to move forward
productively.

Getting started and developing designs are areas where experience helps the most. If you are short on experience
and uncertain or confused about how to get started, a little bit of experienced help (from inside or outside) will go a
long way.



Conclusion and Looking Ahead

You know that innovation is difficult.
As you've seen throughout The Guide, it is
difficult because organizations are
structured and managed to execute their
current model, and innovation—particularly
breakthrough innovation—focuses on creat-
ing the new. You seek to create new concepts
for the core business, for adjacencies, and for
outside the core. There are healthy tensions
between a focus on the new and the criti-
cally important need to manage and execute
today’s business. Each is important, and each
requires continuous learning.

Your innovation efforts require new
learning and frame-breaking perspectives,

as well as ongoing learning and iterative

exploration. That is why a critical first step is
the proactive development of new perspec-
tives as inputs for creating new ideas and
opportunities. It is why you should “just say
no” to initiating ideation until you've had the
chance to develop new perspectives on the
market, your industry, and even your own
organization to add to your existing perspec-
tives. Give yourself the right to productively
ideate by doing that work first.

You also know that although innovation
is difficult, it is not impossible. Nor is its
mastery limited to those unique individu-
als who are naturally gifted with creativ-
ity, foresight, and imagination. That is a
myth. Through the example of the many
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organizations we feature, you know that you
and your organization can develop sustain-
ing innovation capabilities as a means by
which to grow. You can make innovation a
pervasive capability, if that is your ambition.
Or you can improve existing efforts through
a disciplined application of specific innova-
tion tools, frameworks, and approaches.

Whatever your ambition, success
demands that you think and act differently—
not just about insights but also about each
aspect of innovation. For example, one of our
preferred idea development techniques—
insight collision—is an approach different
from traditional brainstorming and gives
you a better chance to get to breakthrough
innovation concepts and spaces. Domaining
is a departure from the one-off, single-point-
in-time innovation efforts prevalent in many
organizations today.

You know that commercializing and
scaling distinctive concepts demand that
innovation remain inherent within your
nascent concept and through to the back-end
innovation process. They require much more
than just taking the concept and executing
it. You must stretch, elaborate, and iterate
(SEI) the concept through a disciplined
and structured thought process, bringing

continued new learning on the “what, who,
and how” of the business concept. You now
have a set of frameworks and approaches to
help you do so. Take full advantage of these
techniques—these are business concept
development tools you can use continually as
you work idea after idea into an innovative,
fully described concept that you can bring to
the marketplace successfully.

You understand that you can do
“innovation fast” in appropriate circum-
stances through techniques for framing
short-form approaches to addressing tar-
geted innovation challenges. The approaches
vary, and they should be fit-for-purpose
designs that explicitly acknowledge the
trade-offs between your objectives and your
constraints.

You also understand that in later stages
of innovation, you can manage and mitigate
risk smartly by focusing on the few, critical
assumptions about which you have insuf-
ficient knowledge. You can de-risk promising
but uncertain opportunities through a variety
of techniques—most important, in-market
experimentation. In so doing, you shift from
merely assessing risk to managing it. And
you can carry that practice forward into an

innovator’s emerging frontier: postlaunch



in-market experimentation, whereby you
continue to garner and apply new learning
for fast-cycle concept iteration and optimiza-
tion once you are in market.

You appreciate that there are ways in
which you can create a surrounding environ-
ment that is welcoming to your innovation
efforts, reinforcing and enabling your actions
and thereby making it more likely that
innovation will take root as a discipline and
capability, if that is your ambition. With the
support of leadership, you can make changes
to the organization over time by thinking
systemically and holistically. And you can ini-
tiate changes through a set of complementary,
reinforcing actions to achieve the best results.

You know that it is important to ensure
a shared and aligned understanding of
leaders’ three critical roles: that of cocreator,
sponsot, and visible advocate. Leadership is
critical to innovation’s success and can take
several forms depending on your objectives
and the current circumstances of your
organization.

You appreciate even more deeply the
importance of designing your innovation
work in an “outcomes-back” way and describ-
ing those outcomes as specifically as pos-
sible. Specificity helps you ensure that your

249

designed approach will deliver the outcomes
you desire.

Flexible, Reconfigurable
Techniques for Addressing
Innovation Challenges

Throughout The Guide, we share a menu
of approaches, frameworks, and

techniques for specific inno- .
Consider the techniques In
The Guide as @ flexible and
reconfigurable portfolio of
elements that can be used
individually or in combina-

tions that are fit-for-
particular

vation challenges. As we've

mentioned elsewhere,

you should think of
these as LEGO blocks
of sorts, which can

be configured in ways
that are best matched

to your desired out-
purpose for your

innovation challengel(s).

come and starting cit-
cumstances. For example,
you can apply front-end
techniques to postlaunch, in-
market innovation, and draw on the

SEI techniques for initial concept develop-
ment and later-stage refinement. These tech-
niques are not rigid processes. In practice,
not every one of your innovation efforts will
run across the end-to-end innovation pro-

cess. Consider the techniques in The Guide
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as constituting a flexible and reconfigurable
portfolio of elements that can be used
individually or in a combination fit for your
purpose for a given innovation challenge.

It is difficult to overstate the importance of
viewing the material in this manner.

Because the techniques are flexible,
developing the skills to design an innova-
tion approach is critical. This type of skill
is built through experience—you and your
colleagues need flight hours. Find ways to
log those flight hours. In an organization
where innovation roles rotate in and out of
the CoEs and the businesses, make sure you
retain at least a small cadre of individuals
with deep innovation experience. This way
you can proactively transfer capabilities to
the next generation of innovation leaders
within the company.

In this context, we believe that you
should have at least one person dedicated to
enabling innovation in a full-time role. This
person may rotate to other responsibilities
over time, but the role should be maintained
on a full-time basis. Avoid the mistake of
short-lived innovation rotations and roles. It
takes several years to develop mastery.

The imperative for innovation in your
organization will not go away: the external
environment is changing too rapidly. In this
respect, the work of innovation is never
done. The mechanisms for attaining and
incorporating new learning into your innova-
tion “system” or work efforts must be ongo-
ing. If you stop, innovation will stop.

You are never fully “done” with your
organizational capability-building efforts.
Colleagues transition to other roles or leave
the organization, and market and competi-
tive forces shift quickly. There will always be
capability gaps to close, problems and issues
to address, and elements of your innovation
system to refine or augment.

You will also never be fully done devel-
oping your individual innovation skills,
because there are always new innovation
frontiers for innovation practitioners to
master. Just consider some of the practices
and techniques that are highly prevalent
today but were innovation frontiers not so
long ago. For example, open innovation,
which Henry Chesbrough advocated for at
least a decade, has been largely embraced
across a majority of organizations globally.
By contrast, as we've noted in The Guide,

postlaunch innovation is a frontier that we



believe presents enormous upside potential
for those organizations willing to try new
approaches and techniques to explore it.
Other frontiers include architecting net-
worked and reinforcing ecosystems, as Apple
has done so magnificently, and reconceiving
the fundamental organizational structure of
the industrial organization, as Gary Hamel
advocates doing through what he calls
Management Innovation.!

So you are never “fully done.” You'll
never “arrive.” Don't ever expect to operate on
autopilot. If innovation equals attaining new
learning and then converting that new learn-
ing into new-to-the-industry actions (and in
many cases ‘unnatural acts” for the organiza-
tion), then how could you possibly put that
kind of system on autopilot? It defies logic
that you would.

Be Alert for Common Pitfalls

As you strengthen your innovation capa-
bilities, be mindful of some of the com-
monly held misbeliefs that we have flagged
throughout The Guide:

+ “Innovation is about tools and process
only.” It’s not about the tools; it's about

the new learning. Tools and process are
simply codified and organized scaffold-
ing to help you get to that learning.

At the end of the day, it's the new
learning—process-enabled or not—that
allows you to innovate. Think “skills
more than tools.”

“Innovation is about technology

only.” It's not about the technology

but, rather, about the job the customer
hires the technology to do. Technology
may help and may even provide some
advantage, but it is the business model
design, particularly the customer value
proposition, that helps you deliver on
“jobs to be done.”

“Innovation is about ideas or creativ-
ity only.” If innovation equals a new idea
successfully commercialized, then there
is a lot more to innovation than just
ideation or creativity. If your innovation
work efforts and your innovation system
do not take this into account, then
you've severely hamstrung your chances
for high-impact innovation.
“Commercialization is about execu-
tion, not innovation.” Too often we
hear a person say, “Once we get the

new ideas, we know how to do the
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You are

never “fully
done.” You'll
never “arrive.”
Don't ever expect
to operate on
autopilot.
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commercialization.” That statement
assumes a lot—namely, that the new
idea requires a commercialization model
that is identical to that of existing offer-
ings. This then begs the question, exactly
how “new” is it? This misbelief implicitly
assumes that there is little or no value
in challenging the many elements of the
prospective business concept and leaves a
lot of innovation potential on the table.
The“we got it” view comports with
a product- or technology-centric view of
innovation. But that view tends to ignore
many other elements of the business
model, such as pricing, channel, and
in-market support. You must think
through and challenge all elements of
the business concept, including its
go-to-market aspects and actions.
That’s the way to widen the innovation
aperture and enhance your chances of
high-impact commercialization.
“Innovation can be delegated down,”
and leadership can be apprised once
you have a good concept developed
(or even commercialized). But trying to
create breakthrough innovation without

leadership engagement or involvement is

a mistake. You may survive the mistake
and succeed—but only infrequently.

As we've stated throughout The Guide,
leadership should be engaged in creat-
ing the points of view on both content
(innovations) and the innovation system
and process (capability). When they do
that, the process gains traction. When
they don't, you're doing it the hard way.
Sustaining that mode of work is improb-
able if not impossible.

The work of innovation stops at
launch. Leading-edge innovators know
better and do it differently. Google,
Whitlpool Corporation, and oth-

ers make proactive efforts and deploy
mechanisms to perpetuate postlaunch
learning and iteration to capture “upside”
on opportunities already in market. This
is where such innovators are leading in
systematic and systemic capability. You

should do so also.

We close with thanks to you, our reader.

Too often, innovation happens despite the



system, rather than because of it. We appre-
ciate that your innovation work is difficult
and at times frustratingly so. Although it is
hard work, it can be exceptionally reward-
ing. You may be tasked with this work for a
brief period, or you may decide to focus your
career on it. In any case, your efforts are criti-
cal to keeping your organization vital and

prospering. You can shape its future because

you can create the future
through innovation.

We hope that your
work to drive the disci-
pline of systematic and
systemic innovation is
as rewarding for you
as ours has been for

us. Enjoy the journey.
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You may drive innovation
work for brief periods, or
you may focus your career
on it. In any case, your
efforts are critical to your
organization's vitality and
continued Success
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157-159. See also experimentation

Power pitch, 100

Prahalad, C.K,, 37

Praxair, 21-22

Principles of innovation, 7-11

Principles of postlaunch innovation, 141-142

Priority unknowns, 125; designing experiments
to test priority unknowns, 127-130. See
also unknowns

Project HI-BEAM, 95, 96

Proprietary point of view, 70
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R

Raman, Vidya, 196

Rapid learning and iteration techniques, 154

Redbox, 134-136

Regulatory risks, 118

Ries, Eric, 119, 154

Risks, 64, 118; framing risk to manage it,
119-120; identifying unknowns that
constitute risk, 124—125; mitigation and
management, 88

Rowberry, Brandon, 98, 196

Royal Dutch Shell: GameChanger process,
190-192. See also Shell Oil

Rule of thirds, 205-206

S

Saint-Gobain Performance Plastics, 31, 39-40,
175-176,233-235

Sales associate insights, 145-147

Seed funds, 181-182

SEI, 74, 76-77; developing the CVP, 77-79;
developing the supporting business model,
81-83; framing and elaborating the
economic model, 86—87; in-the-room and
out-of-the-room exploration, 83; prin-
ciples, 77; unsticking a nascent concept,
79-80; using analogs to stretch the busi-
ness concept, 83—-85

Shell Oil, 102; GameChanger process, 57-58,
106, 212, 213-215. See also Royal Dutch
Shell

Shoemate, Jeff, 196

Singapore Airlines, 170

Skills: vs. frameworks, 244; strengthening basic
innovation skills, 231-232

Snap-On Tools, 29-30

Social media, 32

Southwest Airlines, 170

Special Operations Research, Development,
& Acquisition Center (SORDAC),
95-97

Specificity, 124

Speed to market, 89-91

Starbucks, 27, 29

Strategic innovation, 7

Stretch, elaborate, and iterate. See SEI

Structure, 187-189

Structured pilots, 230-231. See also unstruc-
tured pilots

Supplier challenges, 108-112

Supporting and enabling processes, 179-180

Systemic design, 169-170

T

“Take it on faith” budgeting for innovation, 184

Targeted hiring: skill acquisition through,
175-176

Targeted reorganization, 188, 189

Tassimo beverage system, 110-111

Team cross-section mapping tool, 238

Teams: assembling, 237-239

Technology risks, 118

Technology-speak, 80

Tennant, Nancy, 166, 193



Tensions: identifying and resolving, 19-23
Thinking different, 14

Thomke, Stefan H., 119

Time to market, 94

Tips, 244-245

Trade partner insights, 145-147

Trends and discontinuities, 33—-35

U

UnitedHealth Group (UHG), 58, 69, 106;
collaborative idea management, 98-101;
leadership engagement, 187; organizing for
innovation, 196—-197

University of Phoenix, 41-42

Unknowns, 64, 88, 123; designing experiments
to test priority unknowns, 127-130;
identifying unknowns that constitute
risk, 124—125; prioritizing key assump-
tions and unknowns, 125-127; priority
unknown, 125

Unstructured pilots, 142, See also structured
pilots

U.S. Special Operations Command (USSOC),
95-97
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A%

Value chain mapping. See customer experience
mapping

ValueJam, 98

Vestberg, Hans, 105

\%%

Web watching, See netnography

“What must be true”, 64

Wheel of Innovation, 166

Whitlpool Corporation, 124-125,
167; Gladiator Garage Works,
132—-134; leading innovation, 211; learning
by doing, 173-174;
organizing for innovation,
193-194; and postlaunch innovation,
157-159

White space: identifying white space oppot-
tunities at Ericsson, 54—56; seeing and
mapping white space, 48; using customer
insights to identify, 50—51; using jobs-to-
be-done framework to identify, 48—50;
white space opportunities, 15, 40

Working with the grain, 170



Want to connect?

e
Subscribe to our newsletter
josseybass.com/email

Follow us on Twitter
twitter.com/josseybassbiz

Like us on Facebook
facebook.com/JosseyBassBiz

Go to our Website
josseybassbusiness.com
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