Strategies, Concepts and Tools for Growth and Profit

Second Edition

Shiomo Maital
D. V. R. Seshadri

®SAGE | &8

www.sagepublications.com
Log Angolea « London + Moy Dol 2 Singapors « Washingion OG




The innovation Imperafive:
Why Innovate?

If you know exactly what you are goittg to do—what is the point of doing it?
—Pablo Picassot

The good-to-great companies at their best followed a simple mantra: “anything that does not
fit with our Hedgehog concept [single simple organizing principle], we will not do. ¥ it doesn't
fit, we don’t do it. Period.'

—}im Collins, Geod w0 Great*

LEARNING OBJECTIVES After you read this chapter, you should
understand:

"¢ The difference between invention, innovation and innovation management
¢ What innovation management is
»  Why the ability to innovate and innovation management are vital core com-
petencies for every manager
+ - Why innovation should pervade the organization’s entire value chain, both
direct and indirect
¢ The three reasons why innovation is crucial in order for organizations to sur-

vive and thrive

» How innovation energizes managers and workers, raises growth and profit
and helps companies survive

s Who are the world’s top 20 innovators and why it is so difficult to remain in
the premier league of innovators




4 innovation Management

1.1 Introduction

The ability to innovate is a vital core competency—one that you, as leader, en-
trepreneur or manager must possess, in order to build growing, profitable busi-
nesses a_nd \_wth them change the world for the better. At the same time, managing
innovation is one of the most difficult processes that you will guide and shape.
It is this combination of high risk and high return, mission-critical importance
and Everest-size challenge that makes innovation and innovation management so
ihali'e[mgm% The skills that drive creativity and inventiveness are often downright
ostile to the competencies that drive strong manager : i

‘ . E ment. Yet successfu -
tion regutires both, ” * o

One pf the many_paradoxes that have innovation at their core is the clash between
Eablo Picasso and Jim Collins—the need for free, unfettered creativity, together with
the need for fo‘c.used, systematic discipline-~and the overriding imperati:e to make
these two qualities not only coexist but fall in love and marry. Great organizations
score 10 out of 10 on both culture of discipline and creativity. Yet these two dimen-
sions are like wolf and lamb.

The Bible says, “The wolf and the lamb shall lie down together.’ ‘But ... they won't
get much'lsleep - commented humorist Woody Allen. Neither will managers trying
te reconcile creativity and internal discipline. Judging by Collins’ s

e . ollins’ data, few g
fully succeed. e e

-Case Study: . Pablo Picasso: Creati d Discipline .

._‘--.lb‘(_é_d’tﬁ'g‘a'a‘“'c‘)f-’créa o, notj 5 i
- 'Did Picasso create valie? By the market test, he did. His 1905 painting Gareol

. casso create.value? By the market test, hie did. )5 painting Gargon'a'la
. Pipe (Boy with Pipe) was sold at an auction in May 2004 fot $101 millligthQ %‘é\'ﬁ"ai time:

- record for a painting:

Source: Wikipedia (wikipedia.org).
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1.2 A Key Fallacy

Of the many fallacies that surround innovation, perhaps the most damaging is one
widely shared by many managers and organizations: ‘Innovation is solely what hap-~
pens in the Research and Development {R&D} centre. it follows from this that re-
sponsibility for innovation lies primarily with the Vice-President (VP) (R&D).

Organizations where innovation resides solely among R&D engineers are often
boring, bureaucratic places to work and rarely sustain growth and profit, fnnovation
ought t0 be @ process that pervades every single part of the organization’s value chain, ds oxygen
pervades our atmosphere. Tt should drive behavious throughout the organization, from
R&D to the assembly fine, through the customer service centre and down to the mail-
room and warehouse.

In your organization, can you imagine a warchouse worker calling up the CEO and
saying, boss, why do we need a parts warehouse anyway? And explaining how much
money could be saved by just-in-time parts deliveries, like the company down the
block? And a CEO who will take the call and listen? If you cannot, your innovative
culture needs some serious renovation.

Successful innovation occurs when an fnvention, related to a product, ser-
vice or process in some part of the organization’s value chain, is joined with
a business design, which in turn is implemented with discipline and skill
through innovation management.

+ Invention: The creation of novel services, products and production tech-
niques.

o Innovation: “The practical refinement and development of an original in~
vention into a usable technique or product’; or, a process in which creativ-
ity is apphied to every facet of an organization’s value chain, from beginning
to end, to develop new and better ways of creating value for customers.

+ Innovation management: The process of creating and implementing a
business design surrounding a creative idea, with the goal of transforming
an invention into an innovation, and ultimately to achieving sustained
competitive advantage, leading to growth and profit, in the marketplace
{see Figure 1.1).

e Value chain: The scries of related actions, processes and steps required to
bring the finished product or service to the ultimate consumer; e.g., for
the personal computer (PC) industry: product design, acquisition of com~
ponents, assembly, testing, shipping, customer service and maintenance,

Definitions continued
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“'Table 1.1 World’s Top.20 In
An or‘gan.ization has an internal value chain comprising the processes the ) Stock  Revenue Margin
organization em?loys to get its product to market; the industry has a more returns  growth  growth
comprehensive industry value chain, that shows all the various processes 2010 2005 HQ HQ 2006-09 2006-09 2006-09
ia?’nd_procludcts that create value for the ultimate customer. Rank  Rank Company Country  Continent {in %) (in %) {in %)
* Business design: An integrated system showing how to create an inter i
s - N
nal value chain—finance, produce, market, deliver, advertise and service ! 1 Aeple vs orth Amerfoa % %0 29
a product or service innovation—and then implement and manage that 2 8 Google us North America 10 31 2
systen, down the value chain, in order to delight the customer. 3 3 Migrosoft Us North America 3 10 -4
4 7 iBM Us North America 12 2 11
_Figure 1.1. From _lInventiér‘i througl'i'-l' éﬁéri:_to*Suétéined Competitive Ac'ivant-égé': > 14 Toyota Motor  Japan Asia 20 1 n-&
: - . 6 17 Amazon.com  US North America 51 29 6
7 ~ LG Electronics  South Asia 31 16 707
Korea
- BYD China Asia 99 42 -1
9 4 General us North America  -22 -1 -25
Electric
: 10 5 Sony Japan Asia -19 -5 n.a.
11 12 Samsung South Asia 10 17 -9
Electronics Korea
12 16 Intel us North America 3 0 12
13 - Ford Motor us North America 10 -12 n.a.
i ; : : 14 - Research In Canada  North America 17 75 -8
Inventions become innovations when they are refined in a manner that brings them Motion ?
successfu!ly to market. Innovations create sustained competitive advantage when
they are implemented in a manner that creates and sustains significant added value 5 - Volkswagen Germany  Europe 8 0 14
for customers above that created by competitors. . 16 -  Hewlett- us North America
Source: Authors. Packard
17 - Tata Group India Asia Private  Private  Private
'-I'!'le ultimate goal of innovation is sustained competitive advantage. Sustained com- 18 20 BMW Germany Europe -8 0 n.a.
Pegtivg iiivantagednf%ceslsariiy requires sustained innovation, We will see in Tables 1.1 19 - Coca-Cola us North America 9 9 1
and 1.2, how very difficult it is to sustain top-flight innovation. To bring an innovation t
: . R . ’ : v — i i _
market, companies conceive an invention and create a ‘value chain’ around it. Consider 29 Nintendo Japan Asia 8 22 3
SCfIT(lie of the key litks in a typical direct, or operational, chain of value that brings winning i Source: 2005 Data from Business Week, 15 August 2005, based on a poll of 940 senior executives
products and services to the consumer: R&D, production, supply chain management, in 68 countries by Boston Consulting Group; profitability data are from the Fortune 500

(Fortune, 18 April 2005); 2010 data from Bloomberg/Business Week, http:/fwww.businessweek.com/

quality assurance, customer service. And in the indirect or supporting value chain: hu-
interactive_reportsfinnovative_companies_2010.html {last accessed 14 February 2011).

man resource management, finance, strategy, marketing, sales.

}______.._.,M R
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Table 1.2 - World's ) Apple was part of a large ecosystem or business design that incliuded 99-cent music
downloads. Without that key eletrent in the business design, the demand for the iPod
Revenue Net woudd have been substantially smaller, Apple’s iPad and iPhone both were at the cen-
Rank (in $ billion) Profit margin (%) tre of a vast number of applications that enhanced both products and were crucial to
1. Facebook - - _ Z their huge success. No wonder Apple remains one of the few top 20 innovators that
2. Amazon #340 24.5 0.901 4 are ablle_to retain their innova}tive skills.‘ _ ' ) ‘
3. App!e #197 36.5 5 ThlS 5 Why we argu'e that in the term i?l?l.UU{-IHGJZ. fﬂﬂﬂ({g@??l(ﬂﬁ, the noun ’mamgemmzt’ [N
’ 7 16 as important as, or more important than, the adjective “innovation’. Frequently, entrepreneurs
4. Google #355 23.7 6.5 27 break the rules, ask insightful questions and come up with phenomenal inventive
5. Huawei #397 21.8 2.7 12 ideas, but fail to ask the three key questions:
6. First Solar - _ _ N
7. PGRE _ ~ e How will I build a business around this idea?
. - - *  How will I make money?
8. Novartis #160 45.1 8.4 19 *  How will I sustain growth and profit?
9. Wal-Mart #1 408 4.3
10. HP #26 115 77 7 Lest th(_a reader fears we are preaching unbridled g:‘eed let.us explain the issue: in
11. Huly B ~ our experience, few successful entrepreneurs are driven mainly by greed or by the
! - - desire to become extremely wealthy. The ones who are, usuaily fait. However, uniess
12. Netflix - - - - i their organizations achieve sustained growth and profit, they will not survive, the in-
13, Nike #453 19.2 15 8 novations they bring to society wilt shrivel and disappear and the jobs that come with
14, Intel #9009 35 44 13 th{exn Will evaporate. Money is to organizations what oxygen is‘ to living cells. It st~
15. Spotify _ ~ tains 1l_fe, That is how innovators te,_nq to reggrd money-—it enables them to continue
- - inventing and innovating; without it, innovation would grind to a halt.
16. BYD - = - ‘ - "Successful strategy is 10 per cent formulation and 90 per cent émplementation,” a senior
17. Cisco #200 36.1 6.1 17 manager from the information management and storage firm EMC?told us. Surely this
18. IBM 448 96 134 . 14 l:esson was learped the harc}l way from the key managem.er-lt discipline of competi-
19. GE 413 157 1.0 5 tive strategy. MK:}.}agl Porter’s powerful 1980 bogk Competitive Strategy created a new
, ' management discipiine with the same name.? Business schools rushed to develop core
20. Disney #199 36.1 3.3 9 compulsory courses in strategy. Companies hurried to appoint VPs in charge of strate-
. . ) ‘ It took a long time for organizations to realize that the key to successful competitive
Source: List for 2010 by Dr Shailesh Thaker, Fast Company, hitp:/fwww.drshaileshthaker. ft{a:e was no%tha snztte gitself but how that strategy was 3'??)1( lemented and manaped_
coin/blog/index. php/top-20-innovative-companies-of-the-world/ : : & i & - Robert K i o i g
2011). Franes P P e-world/ (last accessed 14 February : Harvard Business School professor Robert Kaplan claims companies need a VP
}. Financial data from www.fortune.com, Global 1000. _ (Strategy Implementation). The same principle applies to innovation: ‘10 per cent in-
novation; 90 per cent innovation management.” Unfortunately, the reverse proportion
To bui . . . - holds true in many organizations.
to m?zrz};;jfhir?j;iiiiég :for::;{iﬂr:dilvi;s frorr} appealing new ideas, It I necessary Why are innovation and innovation management so vital? We believe there are
€, Wrap an innovative business design or model three key reasons to innovate:
(hovy to‘ finance, produce, market, deliver, advertise and service) around a product or i ! l
service innovation, and then manaee that rocess, down the value chain to the ulti- i . .
mate consumer (see Chapter § for 2 discusgon of business models). . ; gnﬁilgue Y or; e edople At
Often, innovative products are encased in conventional business models that do 3' q::;vwirowtl And proft

not fit the product {nnovation itself, For example, bringing the MP3 player iPod to f

market as a stand-alone product would have failed. Enstead, the iPod innovation of We will now explain each reason more fully.
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1.3 Innovation to Energize

One of the most important answers to the question, why innovate? is this: To energize
Your existing people and fo aliract great new ones. I your orgeinization’s competitive advan-
tage is driven by its great people—and in today’s global world, nearly all successful or-
ganizations fit that description—then it must be innovative, because great people love
to think up, develop and implement new ideas. Organizations that do not innevate
quickiy lose their innovative people. They migrate to organizations that do welcome
and encourage such peopie and allow their talents full expression. < irce: > wordpres

In 2003, 73 per cent of CEOs indicated that they thought of leaving their job. In SO SOt WOTdpIess con
2000, the proportion was only 54 per cent. Stress? Pressure? Uncertain‘iy? Certainly,

When pieces of paper, and the fortunes they created, energized the marketplace and
attracted the best brains, rather than the tough road of technological innovation, and
when those pieces of papers became detached from the underlying innovation that
drives profits, the globat collapse was perhaps inevitabe.

bt also boredom and fack of chatlenge. And this was the case well before the 2007-09 H

global crisis that cost many CEOs their jobs. (In a two-month period, from December Change SOCIety

2009 to February 2010, CEOs from 50 leading global companies resigned or were i

fired.’) We believe a far lower proportion of CEQs consider quitting dynamic, inno- “We innovate’, notes an International Business Machines (iBM) report, ‘when a

vative, creative organizations. The problem is not confined solely to CEOs. Studies new thought, technology, business model or service actually changes society’” This
‘change-the~world’ passion is an enormous force that drives innovation and enhanc-

in: the United States show that many employees as well want to quit their jobs. One
study showed sotne 60 per cent of professional employees wanted to change jobs, and es the wellbeing of millions worldwide. ‘Make meaning’, not ‘make money’, is the tue
nothing could persuade them to stay.® The resulting ‘churn’ is very costly‘iol‘ compa-
nies, who then need to retrain, re-motivate and re-energize new workers, i
Warren Buffet, the 80-year-old legendary head of the $136 {2010) billion holding
company Berkshive Hathaway, 13th on the US Fortune 500 list in 2005, was oncce,
asked when he planned to retire,
"Two years after my death’, he replied. ‘Plans [ put in place will last for two years
after [ am gone.” Does Buffet love what he is doing? There is no question. He is a
constant innovator and original thinker.®

focus of the innovator.

How can one bring medical care to remote villages in India? Often, children and
adults in India have medical problems that can be cured easily with surgery or other -
; care, things like cleft palate or cataracts—but suffer with them for their entire lives,

! because they cannot afford medical care in the cities, or even get to the cities, where
hospitals and cfinics exist. India’s rail network is one of the largest in the world, It

transports several hundreds of mitlions of passengers yearly, has 1.4 million employ-

ees and has a route covering nearly 40,000 miles. In 1991, Indian Railways and the

Indian Health Ministry joined forces to provide a simple solution to providing basic.
medical care for remote poor villagers. They called it Lifeline Express, or Jeevan Re~
kha Express. Equip a train with modern medical equipment and operating theatres.
‘ Staff it with volunteer doctors and surgeons. Run the train through the length and
" breadth of India, to more than 7,000 stations. Inform the viflagers in advance, ex~ |
'1 amine them quickly and choose those best suited for the Lifeline Express care. The
project is supported by Impact UK (a charitable foundatior), Indian businesses and
individuals. Some 400,000 Indians have benefitted so far. A second train has now

t been added.

- Most observers understand that the proximate cause of the 2007*09-31663.135{‘1@' it
was America’s sub-prime mortgage crisis. But management expert Michael Ma
ing in Business Week, believes there is a deeper cause: Failure to itinovate, Notes

There's growing evidence that the innovation shortfall of the past decade[of the
2000s] is not only real but may also have contributed to today’s financial ciisis’
Think back to 1998, the early days of the dot-com bubble. At the time, the néws was--
filled with reports of startling breakthroughs in science and medicine, ... oie 'th'iii'g"
is abundantly clear ... The commercial impact of most of those breakthroughs fell
far short of expectations—not just in the U.S, but around the world,? 7 :

Source: S. Maital, ‘Lifeline Fxpress: 400,000 Lives Changed in India~Shouid America Foliow
Suit’, TIMnovate blog, http://timnovate. wordpress.com/2009/11724/306/

Cuse study continued
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i Cé_iée’étudy: : Fxstu]a Two

Obstetric fistula is a hole in the birth canal caused by prolonged labour without prompt - *
medical intervention, usually a Caesarean section. The woman is left with chronic in~
continence and, in most cases, a stiliborn baby. The condition leads to widespread.
social ostracism, pain and suifering. At least 3.5 million women worldwide, includ-
ing many in Africa, Asia and the Arab region, are living with the condition a,nd some
50,000 to 100,000 new cases develop each year. The cost of curing the 2 mriliion Afri-
can, Astan and Arab women who suffer from the condition is $600 million, or $300 per
woman. This is a desperate social need that can be solved only through ’feet~on-the-
ground innovation, taking into account the resource-poor health care systems in the
countries in which women with fistula live. It is a black mark on Western medicine and.
innovation that it has not fully addressed the suffering of these two miliion women and
focused its innovation on it. :

R -

Source: UNFPA United Nations Population Fund {www.unfpa,org).

I'deas can sprout anywhere and everywhere, but the question is, Does
sefor management listen? Innovation changes the organization and this
change can be initiated anywhere in an organization, even at the lowest
levels. If no one with the power to implement listens seriously, who will
botfier to express those ideas? If new ideas are shot down as soon as
‘they are born, a second idea will rarely follow the first. But if every new
1de§ gets a serious hearing no matter who proposes it, one day just such
an idea may transform your organization and brighten its future. Global
giant IBM is a prime example.

met. {0 igsagrch ‘ob-
' What datada oy
oufd you' organize a '

e problem?;

Case'Study: IBM Global Services -

Today IBM is America’s 10th-largest company (by sales). Abous half of TBMs total te
enue of $95.8 billion (2009} comes from a business unit that did not exist a decade ago,
called Global Services, now divided into Global Technology Services ($37.3 billion in rev-
enue in 2009, with 35 per cent gross margin) and Global business Services {$17.7 billion
In revenue in 2009, with 28 per cent gross margin). This division helps companies de-
 velop e~business ‘on demand’, by integrating software and hardware systems. As told by
strategy guru Gary Famel, the story of its birth is instructive, It began early in 1994, with

R A T

Case study continued
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IBM deep in crisis. A junior IBM employee, a programmer named David Grossiman, o

of some 250,000 IBMers, had a vision. Based at Cornelt University, Grossman used a su-
percomputer to download the Mosaic Web browser {forerunner of Netscape) and quickly
envisioned the Next Big Thing: Web-~based business, He became determined to get IBM
out in front of it, even though IBM at the time still focused on hardware and mainframes.
He conveyed his vision to manager John Patrick. They formed a team. Grossman led the |2
technology tearn; Pattick supplied the business design. They wrote a nine-page manifesto
titled ‘Get Conaected’, showing six ways IBM could leverage the Web. New IBM CEOQ &
Lou Gerstner championed the idea. And IBM built a powertul, profitable and fast-grow- ¢
ing new business, without which its future would have been bleak.

Source: Based on Gaty Hamel, ‘Waking Up IBM', Harvard Business Review, July-August 2000,
and Jay Galbraith, Designing the Customer-centric Organization: A Guide to Strategy, Structure, and
Process (San Franscisco: Jossey-Bass, 2005}

One lesson the IBM Global Services case teaches us is this: Despite comumon belief,
innovation is not necessarity techinological. ‘Most people, when they think innovation,
immediately think technology’, notes the chief strategist for Sony Corporation, ‘when
indeed innovation can be anything. It can be a marketing innovation, a financing model,
it could be the way you run your life."? IBM already had the technology it needed to
build its e-business model; what it needed was a business design and organizational
structure to leverage that technology in order to build growth and profit. Web technol-
ogy would have been worthless to IBM without a business design to accompany it.

For example, we once worked with accountants from a global electronics company
on a new way to finance consumer purchases of electronic devices. This was as much
an innovation as the devices themselves: without it, selling those innovations would
have been much more difficult.

Successful innovations are often a portfolio of new ideas, with some of them fo-
cused on the product and some focused on the value chain supporting the product in-
novation. That is why a pervasive spixit of innovation is so necessary and so vatuable,

Case Study: Motorola—Competing with Japan'

A pioneer in pagers, Motorola found, like many companies, in the 1980, that superior
Japanese efficieticy in manufacturing pagers, and their lower prices, would drive -

T

’ Case study contintied
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Motorola out of this business entirely, unless rapid remedial action was taken. Motorola
innovated. It came up with custom-tailored pagers: customers could design their own -
pager specifications. Each customized pager sold for $200, twice the price of the stan~ -
dard ‘commodity’ pagers. The key innovation here was in the business design or value
chain. Orders were transmittee by fax to Motorola headquarters, sent by computer
to the factory in Boyaton Beach, Florida, where sophisticated robots produced each -
unique pager, then shipped by FedFx to the customer, all in a matter of days.

Source: From B. Joseph Pine, Muss Customization: The New Frontier in Business Competition (Boston,
MA: Harvard Business School Press, 1992).

Innovation is like skydiving—fun, scary and risky. The risk can only be managed
and minimized by disciplined organization. The levels of innovation risk should paral-
lel the Three Bears” portidge: net toe hot, not too cold. When risk is optimized, people
are energized, successes emerge and growth and profit result, When companies avoid
risk aftogether, they perish. The greatest rvisk is o attempt to avoid risk altogether.

Sometimes innovation exacts a heavy personal toll; the fruits of victory can come too
late to benefit the innovator, or pertiaps nevey, at all, Perhaps the best-loved opera ever
composed, Georges Bizet's Carmen is just such a tale. e

Carmen premiered at the Paris Opera Comique on 3 March 1875. At the time, theré:
were rigid rules for composing operas. There were grand operas (Wagner was the para-
digm) with larger-than-life tragic themes, and comic operas, featuring lighter-than-air;
love stories, large choirs and no social themes. R

Bizet, 2 virtuoso pianist and aspiring composer, decided to innovate—to break th
rules. His Carmen debuted at the Comic Opera, but had a tragic theme. The first act was;
more or less conventional and the audience applauded. But after that, it was all down
hill. Both the audience and the critics severely parined it after the tragic Acts 2 and 3
Bizet died, apparently broken-hearted, a few months later.

That same year Cannen was performed 46 times. Its populatity grew steadily until it
attained s unchallenged position as one of a handful of truly great operas. Bizet did
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Innovators like Georges Bizet often reconcile two conflicting metaphors: that of the
‘internal compass’ and the ‘radar’,

+ ‘Internal compass’ is an inner voice that drives creative energies. Writers some-
times tatk about simply putting down on paper what an inner voice tells them.
It is oblivious to, and independent of, external signals.

¢ Radar is a highly sensitive device that collects signals from peopic and uses
those signals to generate innovations people want, need and enjoy.

Innovators need both compass and radar—neither works alone. Bizet sensed v.«hat
operagoess love. He generated a new form of opera, ignoring the existing conventions
and constraints. But he listened to his internal compass. He was both 'in the box’
(of opera lovers” needs and wants) and ‘out of the box’ {of existing forrus, rules and
conventions).

Are You Having Fun?

The world’s leading industrial design company is called IDEQ. Based
in San Francisco and run by legendary Stanford professor David Kelley
and his brother Tom, IDEO has come up with hundreds of winning
ideas. ‘

IDEQ has on its staff anthropologists, psychologists, MBAs and engi-
neers, They have a secret weapon: they have fun. They love to come to
work, They throw rubber darts at one another. Hung high on the ceiling
above their workplace is the wing of a DC-3. Why? Because someone
thought it would be neat. . o

Creating an energized workplace, which workers enjoy being in
because they have fun is a highly serious winning strategy. Great
innovators are those who sometimes do and say outlandish things.
Workplaces where this is frowned on throw a wet blanket on
creativity. -

Not everyone agrees. We know of a leading global high-tech com-
pany that, as a start-up in the 1970s, was a fun place to Work. As com-
petition heated up and as the company became increasingly globa_l, a
stern message went out from the CEQO and top management: ‘It is a
competitive jungle out there. The fun is over. We are at war. Let’s get
serious. Cut out the horseplay and nonsense.”

in 1874. You ¢al
conventianial ™ op
grand—and aghi

perhaps the ‘most popular, best-

not live to enjoy the fruits of his successfuf innovation. Did he regret composing his .

loved opera of 41 WoUKT you stil
revolutionary opera? We cannot know for certain,

that it will face

We understand the reasons underlying this message, but sirongly
doubt the company became more competitive as a result. The opposite
is the case: the company lost creative people who were stifled by its new
approach.

Soyrce: 8. Maital, ‘Innovation: Batman as Management Educator’, TIMnovate blog, http://

plays in driving inndvation?
timnovate.wordpress.com/2()08/07/2 S/innovation-batman-as-ma nagement-educator/




16 Innovation Management

Eew .bzlas-ketbalf fans have ever heard of the Grinnell College Pioneers, a basketball team
in Division III of the United States National College Athletics Association (NCAA). Yet
it is hugely successful.

* They are the highest-scoring team in the NCAA, averaging 128.9 points a game,
with 100 field goal attempts a game, including 63 three~pointers. }

*  They have won the Midwest Conference championship three times in the past
seven years.

* Inone game, in 1998, the Grinnell Pioneers scored 84 points in the first half (the
average is less than 45-50).

Their ‘recipe’ is simple: have fun. Here is their ‘business design’. Grinnell has three |
Fomplcte teams of five players. The coach, David Arsenault, puts a whole new team 1
in after 35 seconds (the length of the shot clock), or at every whistle or dead ball. The |
pane‘rs tove it—they ‘run and gun’ at a furious pace. The crowd loves it because the
pace Is very fast and scores are high. The team once scored 149 points, and lost to Illinois
College, who scored 157! ’

“This is the best time I ever had playing basketballl” says Paul Nordiund, one of the
players. “There’s great camaraderie because everyone plays and plays about equél time -
-, here I can run and gun. It's great!” A :

rsenatilt has essentially buit a radically hew ‘business model’ for college basket-
ball. %en he got the job 15 years ago, the Grinnefl basketball team had won four -
games in the previous three seasons combined. It is not surprising, Grinnell has only
1,400 students and the college, in a small fowa town, is ranked as one of America’s top: -k
academic institutions. Arsenault had brainy players whose individual ability was far
below the average in the league. _—

S0, how do you wint games? By building a system based more on teamwork thati
on individual ability. Teamwork means everyone plays, about a third of each game.
‘Because everyone plays, not just the stars, we're more of a team than other teams’, says
Steve Wood. Wood averages 28 points a game, even though he only plays a third of
the 40-minute game on average. Grinnelf players press all the time, all over the court, .
double- and triple-tearning the opposing player with the ball, They have fun-—and they
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1.4 Innovate for Growth and Profit

There is a second, powerful and practical answer to the question, why
innovate? It is to achieve high, sustained growth and profitability.

ft is an empirical fact that companies that excel at innovation are also
far more profitable than companies that do not (see Table 1.1), Boston
Consulting Group asked nearly a thousand senior executives to rank
companies by their innovativeness. The top 20 companies almost
always lead their respective industries in return on equity, total return
to investors and profit margins. The link between successful innovation
and profit is almost a tautology (a self-evident truth). By definition, in-
novative products that achieve marketplace success generally command
higher prices and higher profit margins than competing products. It is
also a near-tautology that successful innovation demands high-level in-
novation management.

Innovation is one of the best ways te build market share. And, in wrn,
market share is directly related to Return on Investment. Market share
exceeding 40 per cent is, on average, associated with pre-tax return on
investment exceeding 20 per cent (see Figure 11.3).

If successful innovation is the key to profitabitity, why then do some
organizations fail miserably at it? We believe the reason is this: Global
organizations follow a three-step procedure to attain growth and
profit. Those three key steps embody an internal contradiction. They
are:

1. Innovate
2. Deploy and scale up
3. Adapt locally
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There are built-in trade-offs between innovation and scale, and between scale and
local adaptation and customization. These trade-offs are difficult enough, that they

are better described as paradoxes.

Innovation comes from empowered individuals and teams who break rules. To
exploit their creativity, organizations need to deploy—produce, market, distribute,

seil, service—worldwide. Increasingly, this applies to small start-up companies as
well. Organizations that deploy globally from day one will have a competitive ad-
vantage over those that defer going global. This brings economies of scale {cost
savings), But size may destroy innovation; creative persons tend to feel lost in large
organizations, especially when “scale’ impties bureaucracy, discipline and “following
the rules’.

excel. Those two qualities are closely finked.

Sou.:ce: Jaime frvine, ‘Grinnel! Coliege Basketball's Rapid Offense Still Astounds’, posted on
21 February 2009 at hittp://bleacherreport.com/articles/1 27759-systems~check-checking-in-
on-the-system-at-grinnell 7 !
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The Challenge of Sustained Innovation

Becoming innovative is hugely difficult for an organization. Sustaining that innovation
over time is much harder. Table 1.1 shows that between 2005 and 2009, Apple retained
its #1 ranking, mainly through the leadership of CEQ Steve Jobs and through its pio-
neering three breakthrough products, iPod, iPhone and iPad. Google, Amazon, IBM
and Toyota improved their innovation rankings substantially, though lately Toyota has
been troubled by-product quality and recatls (showing how vital operational excellence
is, in addition to innovative skill). Amazon has leaped ahead through its new e-book
Kindle. In contrast, Sony and GE slipped several rungs on the innovation ladder.

A number of companies not even on the 2005 Top 20 list have excefled in the 2010
list: LG, BYD, Ford, RIM, Volkswagen (VW), Hewlett-Packard (HP), Tata, Caca-Cola
and Nintendo. Later in this book, we will feature case studies for several of them. BYD
is the only Chinese company on the list. A large number of companies saw disastrous
declines in their innovativeness between 2005 and 2010. Among 2005 Innovation
leaders not even on the 2010 list are: 3M, rank 2 in 2005; Dell, rank 6; Procter &
Garmble (P& G), rank 9; Nokia, rank 10; Virgin, rank 11; Wal-Mart, rank 13; eBay, rank
15 and Starbucks, rank 19, For most of these declining companigs, business results
matched the decline in innovation. Table 1.1 reveals, we believe, how supremely chal-
fenging it is to sustain innovation over the years.

The very concept of Top 20 innovator has changed rapidly. Fast Company magazine,
which focuses on entrepreneurship and innovation, has an alternate ranking of the
Top 20 (See Table 1.2).

According to Table 1.2, the top innovator in 2010 is Facebook, not Apple. This re-
markable social networking start-up, featured in the motion picture The Secial Networt,
joins Hulu, Nettlix and Spotify, as pure Internet businesses enjoying meteoric rises.
(Hulu distributes movies and videos by Internet; Netflix enables online ordering of
maifed digital versatile discs (DVDs); Spotify provides online music libraries.) For the
first time, clean-energy companies appear on the list (First Solar, PG&E). For this list of
top innovators as well, innovation has proved profitable. The average net profit margin
(net profit as a per cent of revenue) is 12 per cent, a third or more higher than, for in-
stance, the net margin for the S00 Standard & Poor cotmpanies for 2010 (8.6 per cent).
The presence of Huawei, a large Chinese networking and telecom equipment com-
pany at rank 5 is highly significant, signalling China’s intention to imptement a policy
of ‘Invented in China’ to complement its ‘Made in China’ competitive advantage.

Table 1.2 shows, we believe, that there are two key difficulties in sustaining in-
novation. One is at the level of the organization: Maintaining innovative energy with
a powerful innovation process that generates a constant torrent of ideas and re-
sists tendencies toward bureaucratization. The second is at the level of the industry:
‘Tracking constant changes in technology, in competitors, and above all in customer
preferences, and adapting to them with fivst-rate strategic agility and renewal. Stra-
tegic innovation must link the internal innovation processes of the firm with the
external forces that drive changes in the market and in the industry.
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Be Big, Feel Small

‘How can we be big, and feel small?’ a senior Intel executive once asked us. Some of
the ways to do this will be discussed in Chapters 2 gnd 4, ,

Another paradox, or internal contradiction, pertains to ‘sc_ale and adapt’, C;ost sav-
ings derive from selling standard products eve:vahere, f:nablmg long preduction runs
and fearning-curve savings. As a result, there is continual pressure to make prod-
ucts standard. But local markets often differ widely in culture, preferences anc.i tastes.
Adapting products for each market can be essential for market success but fatal for
costs and profit margins. .

Sometimes, powerful branding and marketing can overcome local taste differences.
Philadelphia brand cream cheese is sold all over _Europe, in the same ﬂgvour, taste and
package even though tastes for cheese differ widely between countries. More often,
however, local adaptation is essential. Even Coca-Cola subtly calibrates the sweetness
of Coke across ditferent countries. .

In Israel, the Magnum ice cream bar was introduced.—but it ﬂopped. Only when
managers realized that Israelis prefer milk chocolate—while the existing Magnum h.ad
a dark chocolate covering—did they adjust the product and attain huge success with
it. ‘Adapt’ was a vital next step, after ‘Deploy’.

Excess standardization ruins the product. Some believe General Motors (GM) over-
standardized its cars, so that all the once-powerful car brands became homogenized
lookalikes. But Toyota, now challenging GM for the title of global sales leader, once
overly adapted, proliferating options to the extent that costs soared.

Case Swdy VlcksVaporub Think Local, Act Global

we Wefe?ér‘;zyf ;notes Das, But it was a wise local adaptive i_z_@_r;qx_ra_t_m_n'K_'-Wo'_l'k_i'n_g_ﬁ_'éﬁﬂs
 people bought the small tin. Middle-class consumers bought the larggr:png._Each seg.
ment remained loyal to the tin size that suited it. The saine strategy was s_uccgssfqifg -
shampao. Tiny one-dose sachets sold well to those Who_'could not buy a whole bgttle._
Even package size can sometimes be a major profitable innovation.

So.erre: From Gurcharan Das, ‘.Local Memoirs of a Global Manager’, Harvard Business Review,
March-April {1993).
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Risk

Discerning readers may be asking themsetves this question: for every successful in-
novation story, like those above, there must be many failures. It is certainly true that
innovation is risky. But when the nature of the risk is analysed carefully, it can be
reduced significantly. Here is how this might be approached.

Statisticlans argue that there are two types of errors. Type [ error (rejecting a true
hy'po.thesis, equivalent in the courts to convicting an innocent person whose ‘hypoth-
esis’ is, ‘I didn't do it!") and Type II error (accepting a false hypothesis, equivalent to
acquitting a criminal who falsely says, ‘I didn’t do it1").

Both errors exist in innovation. You can reject good, high-potential ideas (Type I
error), and you can accept and implement terrible ideas (Type Il error), Great innova-
tors not only choose and implement good ideas, but they are very good at rejecting terrible
ones. It is remarkable how many terrible ideas are brought to the marketplace?at high
;:ost, only to find certain failure. This happens when managers fail to face the bru?al
acts.

Case Study: What Were They Thinking?

- Marketing expert Robert McMath has 80,000 tiew produicts i
- Showcase and Leéarning Centre in Tthaca; New Yo _ e :
(failures) than ‘sizzlers” (successes), he notes. New pfoducts succeed, ks
. ‘just about everything that rieeds to go right does go right”; He claims
new product developer if you abandon ideds destined to fail-Amony,

Source; From Robert M. McMath and Thom Forbes, What Were They .Thm.kmgj?.Mérkenng Les- |
sons You Can Learn from Products that Flopped (New York: Three Rivers Press, 1998).

‘ Ip the justice system, most people find Type I errors (convicting the innocent) hor-
tifying, more than Type I {frecing the guiity). In innovation, Type I errors (rejecting
good ideas) happen all the time.

The innovation Imperative: Why Innovate?

* Type I Innovation Error: Rejecting a good idea.
¢+ Type Il Innovation Error: Implementing a bad idea.

We know of strong businesses established by picking through the junk piles of
other companies and bringing to market ideas they rejected. If you know of such a
junk pile, you may find exceptionally powerful innovations in it. In a sense, the patent
system is just such a junk pile. There are millions of patents registered by the United
States Patent Office atone, and millions more in Europe and Asia. An overwhelming
proportion of patents are never used or implemented. Wise innovators are good at
searching for existing patents before they begin reinventing the wheel.

In innovation, Type I errors are generally very costly. Courage to kill projects
doomed to fail is often rare, if only because of the sunk-cost fallacy {'we've already
spent $x million, let’s spend a bit more and get this project done’). As McMath ob-
serves, successful innovation often relies more heavily on deciding which innovations
not to implement, than the ones to be implemented. Wrong decisions waste not only
money but, more importantly, time. You often get one chance to capture a window
of market opportunity. Waste it, and the window closes, sometimes forever. We have
personally seen many innovative projects, in which the engineers charged with carry-
ing them out know with near-certainty, long before the projects are completed, that

-~ they will fail, but do not communicate this knowledge to (or are not heard by) senior

decision-makers. Money and crucial time to market are both lost.

Make your innovative ideas leap high hurdles. Why waste years struggling uphil
with a bad idea, when you might be having fun implementing a great one? Contrary
to what most managers and entrepreneurs believe {(that wasting a good idea is ter-
rible), it is far worse to try to implement a bad idea, because many years of your life
are wasted, years that cannot be recovered—although, it is true that the value of the
learning acquired in grappling with a bad idea is highly valuable.

Innovation as Hurdle Jumping

One way to understand why innovation managerent is so vital, and so vety difficult,
is through a metaphor: The 110 metres hurdle event in the Olympics. There are key
sticcess factors common to both sprint hurdles and innovation management.
Suppose you are an Olympic hurdler. Olympic hurdle sprint races for men are run
over a distance of 110 metres. FHurdles are 42 inches high and there are 10 of them.
Suppose you have trained for years and are an expert at the hurdle-leaping technigue.
You know that to win, you must leap over ail 10 hurdles successfully; knocking over a
hurdle is allowed but slows your pace considerably. Suppose the probability of leaping
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over a hurdle is quite high, 80 per cent, or 8 times out of 10, What are the odds you will
leap over all 10 hurdles?
The answer is 0.8 multiplied by itself 10 times,

0.8y = 0.107

or just over 10 per cent. In nearly 9 races out of 10, you will hit at least one hurdle and
probably lose (though admittedly, some Olympic hurdlers, and some hugely successful
innovators, have knocked over one or even two hurdles and still won, by superhuman
effort).

Why is hurdling a metaphor for innovation management? Because, like Olympic
hurdlers, innovators must leap a series of high barriers successfully; failing at any one
means failing in general. They must develop a good idea, find resources, hire a good
team, produce the product, market it, distribute it, sell it, advertise it, package it and
service it. Failure at any step will cause the innovation to fail. They have to get every
step right. This is a key reason why innovation managerment is so crucial. Success at the
ideation stage Is far from a guarantee thar the product will find success in general; the idea is only
the first hurdle, and often the easiest.

As McMath observes, there are four million parts in 2 Boeing 777 airliner. Every
single part has te be precision-made and assembled properly for the airliner to fy
well and safely. Successful innovations are not unlike Boeing 777. Every part in the

business design has to fit and has to work. One missing part can cause even worthy

innovations to crash and burn.

1.5 Innovate for Survival

‘The third key reason for innovating is simply sutvival. Today's global marketplace is
fiercely competitive. Organizations that fuil to bring to market innovative products that create
value for their customers will quickly find that their competitors have done so, and that their own
existence iS in danger. There is no better way to describe this than in terms of Darwin's
theory of evolution driven by survivat of the fittest, Organisms best adapted to their
environments, and best able to change in response to changes in that envivonment, are
most likely to survive.

Today, innovation is an adaptive competence that is necessary for survival in globat
markets. Those organizations that lack innovation will simply not fast in the long
run. '

Figure 11.5 portrays the dilemma that companies face once they start innovating.
As once-innovative products become mature, their growth slackens and they reach
market saturation. This is the point in time when profits from these products are high-
est, because huge investments in R&D, launch, advertising, marketing and branding
have been completed and scale economies are the biggest. At this time, products are
most vulnerable to attacks by other innovators,

B W AU
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Wise companies attack their own mature producis l_ay introducing new, bcl;ter ones. I.n—
tel was famous for introducing nexi-generation microprocessor, the %86 , even \_vhlie:
the old one, the ‘386', was making large profits, in order to pre-empt its compentor‘;;
products. Knowing how to balance mature and innovative p.roducts in a company’s
portfolio, and knowing how and when to kill profitable but aging proc{ucts‘, are among
the most valuable leadership skiils that managers pOSSESS. At the same tine, skill in
keeping mature products alive is also valuable. P&G still makes money from a br'and
of seap, [vory, that is now over 120 years old. Be(fa‘use itisa re‘spef:t?d afld recogn.ized
brand, advertising and marketing costs are negiigxble._By maintaining its core bmn.d
wdentity for over a century, P&G has kepta cash.cow allv.e far beyon,d a proFiuct s EWC.[~
age life expectancy; vet, at the same time, P&G is one of the world’s great innovators.

Intel’s profits plunimeted from $198 million in 198? to les§ than :L:Z milliont in 1985, The
reasost: fierce Japanese competition, and comumoditization in. lntel’s key pl‘Oé{..lCt meror
chips. Intef President Andrew Grove, together with CEO Gorc.ion Moore, decided t_o?hut-
. down the entire memoty chip business. They did this by doing what Harvar.d Ken
School of Government scholar Ron Heifetz calls ‘getting on the balcony’ (stepping o_utsld
- asubjective perspective). If we got kicked out and the board brought in a new CEO, Groy
asked Moore, what would he do? Get out of memories, said Moore. Why not walk out th
door, come back, and do it ourselves? asked Grove. Grove said thaF at the time heha
hard time getting those words out, ‘Face the brutal facts” is a key skilt of great conpa
notes Jim Collins—easy to say, very hard to do—-—ancli a crucial component of innovati
Intel fired 8,000 people it 1986 and lost $180 miihon,‘ but by innovation managexii
tranisitioned successfully to microprocessors and as a direct resu.lt ‘bec?me n.umber.--ﬁz
the Forttine 500-(2010 List), with $35.1 biltion in sales, and $4.4 bitlion in net income.

TR

Source: Intel’s decision to abandon memory chips is recounted in R ’I‘edlow-,i ‘Lessons in
Leadership—The Education of Andy Grove', Fortung, 28 November (2005) (also on Fortune.com).

Legendary American football coach Vince Lombardi used to tell his pl_ayers, v
the going gets tough—the tough get going’. The tougher the constraints, aqgi-.-th
more hostile the environment, often the more innovation and creativity flotiri

T
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by the Spanish invasion and conquest in around 1530. The Andes Mountains have
peaks higher than the highest mountain in the American Rockies. The Incas lived
at elevations of arcund 4,000 metres. Their descendants today have larger hearts
and lungs than Americans or Europeans as a result. They faced the challenging
questions:

*  How do you feed your people, in a cold mountainous region whose weather is
notoriously unstable? By growing food. But how, on steep mountain slopes?
Answer—terraces. The Incas perfected terracing—creating flat stepped areas on
steep mountain slopes that resisted erosion and on which crops could be grown.
They brought the soil from afar and it remains fertile to this day, They used gua-
1o (bird droppings) for fertilizer and protected the birds that supplied the guano.
They were the first to plant potatoes, a vegetable brought from Per to Europe by
the Spanish, and developed more than a hundred varieties, Agronomists claim as
many as half the vegetables we cultivate and consume today originated with the
Incas. The Incas developed many varieties of maize {corn), also imported later to

Europe. The Incas used medicinal herbs. They knew, €.g., that quinine was effec- N

tive against malaria.

* How do you ensure an ample water supply? The Incas built irrigation channels,

diverting and even straightening whole rivers. .
*  How do you know what plants to grow, and how to grow. them? By experiment-
ing. The Incas built a remarkable experimental farm, in the shape of a huge

terraced bowl. The bowl covered several temperature and climate ranges, from”

bottom to top.

* How do you do scientific research? The Incas, who had no written language,
were skilled mathematicians nonetheless and had a system for recording data
based on knots tied on ropes. They placed water containers at various elevations
in their experimental ‘bow!l” and then measured the rate at which the ice in the
containers, frozen duting the cold nights, thawed and became water.

Machu Picchu, discovered by an American explorer, is known as the Lost City
of the Incas. Its efevation is 2,430 metres, It was completed in the year 1462, then
abandoned a century later, probably because its inhabitants were wiped out by

. smallpox brought by the Spanish, and to which the Incas had no natural resistance.
Today Machu Picchu is a popular tourist site, Some of its buildings reflect the Incas’
amazing skill at building with enormous stones, transported across the mountains
for huge distances.

Sowrce: The Discovery Channel, hitp//news.discovery.com/incas/
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1.6 Summary and Conclusion

There can be little doubt that competition in global markets in vi‘rtualiy every Qroduct,
service, industry and market segment is fierce, and in the coming c-leca.de w;u grow
even fiercer. In order te not only endure but also prevail, globai. organizations will find
that bringing preducts to market that are B.obb-sey T\wims relative to ex1s_tmg produc'tsi
is a strategy doomed to failure. Only innovative differentiated products that create substantia
additional value, relative to what customers can buy already, can swcceed. .
To achieve this, organizations will need skills, competence and excellence in in-
novation management. In the Darwinian world of global- markets, thfa companies
able to innovate and manage innovation will be the survivors who will be signifi-
cantly better than their competitors. They will understand that winning innovation
is a set of Russian ‘Babushka’ dolls, and that the ‘idea’, the mnem‘}ost doll, is of'no
value unless wrapped in successive and success.ful ‘dotls’—marketing, s.a!es, setvice,
strategy, production, ¢tc., that together comprise a powerful, compelling business
design. ' .
fn business schools and executive education programmes, courses on innovation
and new product development have been increasing in prolsfe.ratlon. Couf'ses on in-
novation management are rather scarce. It is our IhoPe' tha‘t this F}ook on innovation
management will support its becoming a core discipline in bl‘.xsmess schools every-
where, just as strategy management is now a core course in virtually every graduate

management degree programine,

1.7 The Structure of This Book

Part I of this book cotnprises four chapters (1 to 4), whicl} focus on innova'tmn and
creativity, and supply answers to the four questions:'why innovae, hogv to innovate,
what to innovate and who innovates. Part II comprises '10'chapters {\? tol 143, ea_ch
providing a key management tool to guide the. manager in implementing innovative
ideas by building and managing a winning busmes§ model. o o

The proportion, 4 chapters to 10, -reﬂec.ts‘o'ur view tha}t managing innovation is as
important as, of more important than, the initial creative idea. ‘

In the next chapter, we explore the question, what to innovate? In the process, we
examine proven tools that enable innovators to create successful, profitable innova-

tions that find marketplace success.
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The story of the evolution and growth of Tata Steel from the difficuit days in the early
1990s, when the company used to a protected environment, was suddenly exposed to
global competition consequent to the liberalization of the Indian economy, to the pres-
ent intensely competitive marketplace is that of a comparty that has focused relentlessly
on price, value and costs to gain astounding marketplace success and resulting excellent
profitability. A series of initiatives launched by the company over the fast two decades
culminated in these stellar results.

The great visionary Jamsetji Nusserwanji Tata {J. N. Tata) founded Tata Steel in 1907. It
is one of the crown jewels of the Tata group, which has businesses spanaing automobiles,
steel, chemicals, information technology, communication, power generation, consurmer
products, hotels and much more. The company started production of pig iron from its
blast furnace in 1911. Since then it has added various manufacturing facilities, These
facilities together constitute a totally integrated steel manufacturing complex, including
raw materials mining and processing, sinter making, coke making, iron making, stee!
making, steel rolling and a host of other manufacturing facilities and services.

Economic policies in post-ladependent India {1947-91) held back Tata Steel from
blossoming into a global corpotation at the cutting edge of technology, Protectionism
and government-controlled prices curbed the industry’s competitive spirit. When the In-
dian economy was liberalized in the early 1990s, the company was ill-prepared to face the
emerging business situation that was increasingly characterized by market-determined
prices, lower import tariffs, intense competition and the move from a seller’s market to a
buyer's market. This period also coincided with a change in leadership at Tata Steel when
Mr Ratan Tata (J. N. Tata’s great-grandson) took over as the chairman of the company
and Dr Irani took over as the managing director (MD).

After decades of operating in a protected environment, there was considerable compla-
cency in the rank and fife of the company, as was the case with most cempanies in the coun-
try during the pre-liberalization era. The range and magnitude of problems that confronted
the company by the early 1990s included global competition, product quality issues, poor
compliance in meeting delivery commitments, an outdated plant and an oversized work-
force of more than 80,000. The company took concerted action over the next several years,
focused on the three levers, price, cost and value, as the following discussion denmonstrates,

Phase I: Embarking on the Reinvention Journey

When the management decided to reinvent the company in 1992, it began by initiating a
series of concerted actions. Many of them sought to leverage the existing strengths of the
company, which did not require large cash outflows.

Case study 1.1 continued
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Case study 1.1 cwniinued

Intense inward focus on the part of top management to improve its perfor-
mance without getting distracted. . -

Harnessing new and better sources of raw materials, many of which the com-
pany had access to through captive sources {these had not been a focus of at-
tention in the pre-tiberalization era). ‘ ' ‘
Innovativeness in using blue dust, which is an iron-rich ore. It isa by_—product
of iron~ore mining operations and is as fine as talcurq powder. Historically, the
iron ore was mined and the blise dust was left at the mine site. The management
decided to explore the possibility of using the blue dust as raw material for its

sinter plant. . . )
Process innovation in the sinter plant through benchmarking with the best in

the world o improve productivity. ‘
New coke-making technology: Process inrovation through the ‘stamp charg-
ing technology’ developed in-house through palln.stakmg taboratory tests a_nd
pilot plant trials over a 10-year peried, This fac1htate§ use of cheaper Ilndlan
coking coal that has higher ash content compared to 1mpor-ted cc?a!. This was
risky in that if the experiment failed, it would have resulted in a big setback to
the company. The trials were, however, successful and all the coke ovens were
eventually modified using this new method. The new ‘technology reduced to a
large extent the use of costly imported coal for pr_oduc:mg coke needed for steel
making. This gave the company significant sustainable cost ad'var'ltage because
Indian coal is relatively low cost and the company has an unlimited supply of
medium-coking coal from its captive coal mines.

Blast furnace optimization, . ) i

ing energy costs through process innovatiotl.

i?if{?é:slg?lg ovzf'(stafﬁng, redflcir?g headcount of employees from .80,000 to
40,000 in a humane way, over a 10-year period, without any trade union-related
problems.

Modernization of facilities, . o
Creation and spread of a new performance culture in the organization.

Phase Il: The Quest for Business Excellence

Tata Steel’s journey to international competitiveness hgd much to do with tht: per-
sonal commitment and change-oriented leadership of its top management, with an
intense focus on the 3Cs: change (mutate and improve furiously}, cost (ruth_less cgt—‘
ting of wasteful expenditure) and customers {strive 'relentiéssly to build relationships
and influence consumption). All this was anchored in the Tata Steel code of conduct,

Case study 1.1 conitnued
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Case study 1.7 continted

which provides a strong, ethical value base and moral compass for each employee in
the company. '

The top management’s checklist for driving change in the company included the
following:

. Le.ad the change process and take personal ownership—the responsibility for
this cannot be delegated.

* Bearole model and the first to change—personal involvement and investment
of time is the key to success.

*  Create endless opportunities for two-way communication within the comparty.

* Create a sense of urgency (not panic}—embrace change even when it does not -

appear necessary.

*  Set up a small hand-picked group to drive change in the organization—train
and empower them.

*  Set Key Result Areas (KRAs) carefully—include the top management in it.

Quality and Cost at the Centre Stage

The journey towards excellence has been facilitated by implementing the Tata Busi- -

ness Excellence Model (TBEM). TBEM has been adopted from the Matcolm Baldrige
business excellence model. It covers almost every aspect of a corporation includin(:r:
visionary leadership, focus on the future, focus on resuits, organizational agitity, cus.
tognerjdriven excelience, valuing employees and partners, management by fact: man-
aging innovation, systems perspective and public responsibility. The progress of Tata
Steel on the journey of business excellence can be seen from its steadily increasing’
scores on the Jehangir Ratanji Dadabhoy Quality Value JRD QV) assessment: starti’
ing from 587 (on a scale of 1,000} in 1999, to over 700 on a consistent basis over the
last several years. A score in excess of 700 is considered excellent by world standards.
Over the last three years, the company has consistently achieved scores in excess of
700, which is considered excellent by world standards.

-Changing Mindsets and Ensuring Accountability at All Levels

The willingness of the top management to create total transparency and subject its
own performance to discipline and the scrutiny of the entire organization, helped
greatly in bringing about a mental transformation in the workforce. The company
reties heavily on the balanced scorecard, a performance management and strategy
deployment method developed by Harvard Professor, Robert Kaplan and consultant

Case study 1.1 continued -
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Case study 1.1 continued

David Norton, to break down strategy into its component elerments and track perfor-
mance across the organization starting from the MD. It defines KRAs for the top man-
agers, which are then cascaded down, using the Balanced Scorecard tool for strategy
translation, communication and implementation. In this manner, strategic alignment
across the organization s achieved.

Challenge of Being Internationally Competitive

With all the steps discussed above, a lot of progress was made in putting Tata Steel
back on track and positioning it strengly to face the emerging competition in India.
The plants were modetnized with significant investments {more than ¥100 biliion
over a 10-year period}. The company implemented several initiatives towards quality
enhancement. Product delivery was seasonably streamlined, However, the emerging
gtobal steet scenario during the late 1990s was a cause for concern for the top man-
agement. The forces at play during the turn of the century (late 1990s and early 2000)
clearly indicated that the steel industry was indeed in dire straits. There was severe
pressure on world steel prices. The world steel industry’s cyclical nature had been ir-
refevant during the pre-liberalization era. This scenario underwent a sea change post
liberalization. To survive in a globafized world, the company realized that its manufac-
turing costs had to be globaliy competitive. Thus, by 1998 operational improvement
became the top priority of the company. Since quality had been largely addressed
through the various business excellence initiatives, the spotlight now shitted to reduc-
ing manufacturing costs and maxirizing output from the plants.

In response to these strategic forces impacting the company, a variety of initiatives
such as Total Operational Performance (TOP) 1o ruthlessly drive down costs and im-
prove productivity of the plants by taking on stretch targets and tapping into the inno-
vative potential of afl the employees, Total Productive Maintenance (TPM), Knowledge
Management {(KM), Operations Research and Decision Support Systerns (OR & DS35),
and Six Sigma were launched. These were integrated through an umbrella programume,
ASPirational Improvement to Retalo Excellence (ASPIRE). The idea was to drive cost
reduction in operations and effect drastic improvement in productivity. Some of these
initiatives also laid a strong foundation for a culture of innovation in the organization.

Phase Ill: Relentless Focus on the Customer

Having ensured that its operations were world-class and that its costs were amongst
the lowest in the world, Tata Steel then turned its energies towards the customer. It
first undertook an intense process of product and customer rationalization to weed

Cuse study 1.1 continued
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out unprofitabie products and customers. It was clear that the old way of selling was
no longer refevant. Hitherto, the focus of the sales force comprising Customer Ac-
count Managers (CAMs) to the company’s business market customers was on meet-
ing the targets. The sales were largely based on oftering low prices, ensuring timely
deliveries and leveraging the Tata name. The company did not focus much on retail
markets in the past.

The old paradigm of doing business suddenly appeared to have lost its relevance
in the changed environment. In the past towest price was the basis for obtaining an
order. This was further reinforced by the customer’s aggressive approach of treating
steel as a commadity product. Thus, supplier-customer relationships, far from being
cooperative, were largely transactional. The steel industry, in general, historicaily op-
erated on a ‘one-size-fits-all’ approach. The top managetnent realized that all this had
to change, and if it could drive the change in the industry, Tata Steel would emerge
as a leader.

In mid-2001, the company was restructured along the profit centre concept as
against the earlier functional organization structure, with a view to making it more

responsive io the needs of the marketplace. Two distinct profit centres, viz., flat

products and long products were created, each headed by a VP, who was responsible
for both manufacturing and sales. A key challenge was how the sales force, which was
essentiaily the same set of people from yesteryears, could be energized to take up the
new challenges. It was not uncommon for the customers to squeeze Tata Steel on
price, trequently demanding a 3-5 per cent drop in price each year, With the resulting

suspicion on the part of both the company and its customers, it was clear that neither

was gaining from the relationship. Customers cleatly began to have many options.
The company became acutely aware that it needed to find ways to come out of the
commodity trap.

The company found answers to these issues through its now celebrated Customer
Value Management (CVM) initiative for business markets and Retail Value Manage-
ment (RVM) for its resail markets. CVM and RVM have redefined the way steel is
marketed and sold in the countty and have been seminal initiatives that have placed
the company fiemly on a trajectory of profitable growth. These were relentlessly driv-

en by the top management, and in a span of about four years the entire sales and -

marketing was brought on par with the best practices of the top steel plants any-
where in the world. CVM has emerged as an important vehicle for customer reten-
tiont in business markets. Through CVM, Tata Steel, under increasing pressure from
relentless competitive forces, sought to retain and increase the share of business
from profitable existing customers. In this way, it hoped to find a way out of down-
ward spiralling price pressures. Tata Steel has redefined steel retailing in the country
through its RVM initiative faunched in 2002. It has brought order and discipline into
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the hitherto disorganized retail steel business. These initiatives, all anchored en in-

novation in different aspects of the company’s operations, l}ave helped thc? cm‘n;.mgy

to increase the value delivered 10 its customers while seeking a better price for the
i clivere reater shar e C er’s wallet,

higher value delivered and a greater share of the custom

Results

Tata Steet had taken significant strides to address the challenges that f:olzz.fx-()rltcd 31
consequent to the changed economic pol_icies of the country that were mttla)tf:d..dmﬂl
ing the carly 1990s. It had put in place rigorous systems to ensure that operationa
costs were examined through a structured process and ruthlessly reduced. f had im-
plemented mechanisms for productivity enhancement and monitoring equipment to
ensure maximum uptimes and efficiencies. The top me‘magement.tound ways to en-
stre that the enthusiasm of the employees involved in 1mpl§ment111g these. initiatives
was sustained. Appropriate reward and recognition mechanisms were put in place to
ensure the development of true meritocracy in the compary. i .
CVM has resuited in the company focusing on a few profitable customer firms with
which it chose to do buisiness and deliver extraordinary value to them. This hglped
the company to come out of the intense price pressures consequent to ‘:olmmocimza~
tion in its business markets. It has resulted in increasing the share of wallet th.at the
company erjoys with its chosen custogness, Thls is gspeually true o‘f customers in tfie
automiobile, white goods and construction industries, where the company primarily
seeks to do business. RVM has established Tata Steel as the leader in brand'ed steel for
retail markets as the company successfully piotnieesed the concept of branding steel in

the country for retail markets.

Looking Ahead

According to the company’s management, the focus is now on gearing up c;‘c;)r grou(;th.
The company seeks to get past the 30 million tons per annum cixpacnty an eyonh 12
the next few years, from the 5 miltion tons per annum capacity Lhat the corflpany a
in theearly 2000s. Global competition will get even more intense in the )[feats. {;0 _con;e.
There is likely to be a huge global over-capacity in steel production woxlcfwnbe .112 the
next few years putting pressure on prices, due to large-scale new capacity ul »;up
that was initiated a few years ago. At the same time, enormous opportu’mtaes atfa opt,fv
ing up that companies with a winning sPipit can harr_u:ss. ilh.e country’s rgos,t [esp’c;,‘;té
ed entrepreneur started the company with a pioneeting spirit over‘a century a%?. |
present chaltenge is to sustain that spirit of entrepreneurship across the organization.

Case study 1.1 continued
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To scale newer heights from the stage that the company has now reached, a manage-
rial attitude alone is not enough. It is essential to infuse an entrepreneurial approach
across the organization. The company should find ways of continuing to innovate
across all levels in the organization. One of the things to guard against is compia-
cency. It is very easy for employees in the company to look at what has been achieved
since the eatly 1990s, and believe that they have climbed the Mount Everest, While
the company has achieved a lot, how does it continue to press ahead, and ensure that
the sense of urgency and purpose is not diluted? How can the forward momentum of
the company gain even more acceleration? The Price-Value-Cost dynamic is clearly a
moving target, and no company can afford to rest on its past laurels.

So why do you have to innovate? It is clear from the Tata Steel case study that if it
had not innovated the way it did over the last two decades, it may have ceased to exist in
its current form. Thus, innovation is not a luxury but a necessity for your organization.
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The Innovation Portfolio:
What to Innovate?

Even in these daunting times, one person with a good idea can still change the world.
—Adam Cohen, International Herald Tribune'

LEARNING OBJECTIVES After you read this chapter, you should
understand:

* How and why vision drives innovation

»  How to differentiate between a good innovative idea and a bad one

*  What a unique value proposition is and how to define it for your product

+ How demographics, technology, generational change, econermic downturns,
tastes, legislation and customess can inspire innovation

e What ate the various ‘feetings’ and ‘needs’ and how to determine the feelings

and needs your product satisfies

The difference between ‘brands’ and ‘lovemarks’

Why experiences are a fruitful area for innovation

How to distinguish between incremental, standard and radical innovations

How to optimize a portfolio of low-risk and high-risk innovations

* & & 0

2.1 Introduction

The business of innovation pervades the daily business of life. When implemented
and managed with skitl, innovation enriches and enhances our lives immeasurably.
This is the ultimate goal of innovation and it drives the vision of most great innova-
tors, as this chapter shows,

The first chapter focused on “why innovate?’, this chapter focuses on
to innovate—ways to determine which novel products, services and processes wilt

what
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achieve marketplace success for growth and profit. It is important to link this chap-
ter's willat?’ with the previous chapter’s ‘why?”. A study by Kim and Mauborgne of
the business launches of 108 companies? found the following:

*  The vast majority of faunches, six out of every seven, were in whas the authors
call "red oceans’ (incrementat improvements within existing industries). They
accounted for 62 per cent of total launch revenues, but generated only 38 per
cent of total launch profits.

* A small minority of launches, only one i seven, were in what the authors term
blue oceans” (industries not in existence today); they accounted for 38 per cent
of revenues but 62 per cent of faunch profits. Note that these figures include
launch failures that bring no revenue and only losses, which are Tnuch higher,
of course, in ‘blue’ than in ‘red’ oceans. Nowhere is the link between risk{’and
return sharper than in innovation.

In cricket, batsmen score an over-the-fence ‘six’ infrequently, To win the test match,
or achieve a century (100 runs), you need many singles, ‘twos’, ‘threes’ and “fours’ as
well. in baseball, the top hitter hits over-the-fence home runs at most once every 12
at-bats {Boston Red Sox’s Manny Ramirez). To win the game, you need singles and
doubles as well. This is equally true of innovation. 7

Start-ups and entrepreneurs strive for ‘home run’ innovations, because they can-
not otherwise defeat powerful incumbents. Existing companies seek an optimal bal~
ance between sixes, fours, threes, twos and singles, while knowing when to "swing for
the fences’ (invest massive effort in finding a truly radical innovation). Determi;ing
w;hat to innovate will thus differ for different firms depending on their age, resources,
size, industry and capabilities.

2.2 Vision, Portfolios and Feelings

There are tf_u'ee core messages in this chapter, related to vision, innovation portfolios
and subjective feelings and needs:

L. Vision, not greed, drives successful innovation. A powertul visionary ‘photograph of
the future’ is vital to create and sustain the energy needed for profit-d;iven in-
novation and to guide the blueprints for implementing it.

2. Inmovation is fundamentally different for entrepreneurial start-up companies than it is
Jor established organizations. Start-ups need to focus on offerings sharply differ-
ent from those already available and which create and sustain measurably and
perceptibly higher value than that provided to customers by existing products,
Established organizations need to optimize their innovation portfolio, balarc-
ing mature products with incrementally new and radically new ones.

Thie irmovaton FPorlfolio: What to innovate? 35

Each organization will have a different optimal innovation portfolio, depend-
ing on market conditions, competitors, resources and technology and that
portfotio will change, sometimes rapidly, over time. Start-up companies will have
to transform themselves and their innovation portfolios more than once, as they
evolve from small 1o medium and then to large established global players.

3. Successful innovations create powerful feelings and emotions, and satisfy well-defined
needs. The more clearly you define the feelings your innovations arouse and the
needs that they satisfy, the more likely it is that your innovations will succeed.
A winning innovation is driven by skill in connecting with and responding to
customers’ needs and feelings,

The leading online auction company, vBav, and a rapidly rising Chinese automo-
bile company, BYD, help illustrate these three principles,

according to its President Wang Chuanfu, St

" Wang is a genius. He invented a revolutionary battery that powers a third of the.

world’s cell phones. And now, he has leveraged his knowledge of battery technology to.
. build eleciric cars, that can charge in as little as 15 minutes. L

’engineers and scientists in its R&D centres. Evidence that BYD is on the right track?

“An investor named Warren Buffett bought a 9.89 per cent interest for $230 m. . .
- BYD is planning to produce over 400,000 cars in 2012, despite the global ‘slow:
+-down.? How did BYD transition from making cell phone batteries for Nokia, to making"
- cars? It bought a Chinese car manufacturer four years ago. Car production, according
10 BYD, is rather low technology. BYD uses its high-technology experience, to upgrad
- the technology of car production. e

Here is a test of your knowledge of acronyms. What does BYD stand for? Don't know?
Never heard of it? You will. It stands for Build Your Dreams. And—it stands for an -
upstart cat company that plans to be #1 in China by 2015 and #1 in the world by 2025,

-Founded in 1995, BYD employs 170,000 workers in 7 huge plants, and has 10,00

- BYD is a sort of Chinese role model. According to the New York Times,*

In April, Credit Suisse forecast that one-third of all export-oriented manufactur-
ers could close within three years. And a study refeased in March by the American .
Chamber of Commerce Shanghai and Booz & Company, the consulting firm,
says foreign investors are growing bearish on China and that rising costs are driv-. '
ing American manufacturing out of the country.

Case study continued




36 fnovation Management

The Innovation Portfolic: What to innovate? 37

Look for America and Europe to bring back home some of its manufacturing. Look
for China to respond, by moving up the value chain and upgrading its factories, to
build branded high-quality high-technology products, like BYD's electric cars. This
has been China’s vision from the outset. We will alt watch closely, now, to see if they
can implement it

Source: Shlome Maital, ‘Build Your Dreams’, TIMnovate blog, posted on 14 Deceraber 2008,
hetp/iimnovate. wordpress.com/2008/12/14/byd-—-build-your-dreams/

Driven by a simple, yet powerful vision, eBay has successfully transformed itseif from a
start-up to an established company in the past decade, retaining its innovative energy
while adapting constantly to its complex eavironment, meeting competitive challenges
and customer needs. In the process, the company has changed many peoples’ lives. It
proves that while good innovators improve our lives, great ones fundamentally change
how we lead our lives—how we work, spend, save, consume, travel and enjoy leisure,
As the world’s largest online auction company, eBay shows that a person with a good
idea can indeed change the world. In 2008, it had $4.6 billion in revenues, with profits
{before taxes, interest, depreciation and amortization) of $1.82 bitlion, or a 32 per cent-
operating margin. The company etmploys 2,500 people. _
While aimost everyone has heard of eBay, few know the name, Omidyar. If one day,
an Innovators’ Hall of Fame s built, eBay founder Pierre Omidyar will doubtless havé a
place of henour in it. The market value of eBay stock is $56.6 billion, as of § Febtuary
2006, making Omidyar one of the world’s richest people; he personally owns 202 million
shares, currently worth many billions of dolfars. : T
Who is this innovator and what can we learn from him?
Omidyar was born in 1967 in Paris to French-Iranian parents and moved to the.
United States when he was six. At the age of 24, in 1991, he launched a start-up, one of:
whose by-products was software for online commerce. The company, eShop, was sold’
to Mictosoft in 1996, making Omidyar a millionaire before he was 30.
But he was only getting started. :
Omidyar's vision is ‘a global marketplace, driven by free, open supply and demand,
enabled by the Internet, whete every human being everywhere can be both seller and
buyer, producer and consumer, of anything’.

Cuse study continued
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In global markets, you can sell anything, anywhere, to anyone, at any time—eBay
makes this possible. .

‘ sat down, frankly, over Labor Day weekend 1995, and I just whipped up some
[software} code’, recounts Omidyar. ‘By Monday afternoon I had the site up.’

Like all radical innovations, there were powerful naysayers who claimed, ‘strangers
won't trade online with strangers’, and ‘people will cheat (take the money and not de-
liver the goodsy. But Omidyar, who wore Birkenstock sandals aild' had a ponytail, says
ondy 30 sellers out of a iillion fail to deliver on their online promises. .

The initial stock issue of eBay was in 1998, Omidyar wanted to auction the shares
(as Google did in 2005}, but Wall Street underwriters said no! '

Some 724,000 Americans make either primary or secondary income from selling on
eBay. It is global, not American; over 170,000 people in 12 Eur'opean courtries make
money selling on eBay, and 50 million Europeans {one ip every six) buy from or browse
the site. Since its inception, eBay has sold over 45 miitlion items; 250,000 items are
added daily, and there are 50 million registered users. Today, the value of something is
often measured by what it can bring on eBay. N

The metaphotical shift of eBay from ponytails to suits came as a resuit of a crisis.
The ‘ponytail’ company neglected its teclinology and had no backup. On 10 July 1999,
the eBay site crashied and was down for neatly a full day. That led to large investments,
more systemati¢c management and conceptual ‘sults’-=though founder Omidyar Stlll.
drives. battered VW convertible. e o _

* How does eBay connect with feelings? A key eBay principie from the'stggt has been -
to treat small and big customers in precisely the same way—with fhrect email access to ;
Omidyar himseif The Feedback Forum has buyers aind sellers rating each other after a
trangaction; the ratings are compiled and placed after usety’ pames. The result: a busi~
ness that is huge but that was purposely built to feel small apci intitnate. _

Today, eBay faces major challeiiges from Google and Microsoft, both pow adding
online shopping to their search engiiigs; and from Amazop. The response, led by its
CEO Meg Whitman, has been continual innovatiog. (Whlt:,n?n announced she was
stepping down as CEQ on 23 January 2008. She entered politics, ran for Governor of £
California against Democrat Jerry Brown in 2010 and was not falected.) :

But eBay's future success i3 by ho meany assured. Sulccessfl.lll innovation m'anagerqent
generates profits that atttact competitors iti droves, That is why innovation and innovative~

ness raust be sustained over time, One way to eitéure this is by asking the right questions.

- . . . . H . AR i et~ Sl . JEDRY.
Sources: Some information on efay is available online at http//www.internet SLC.”%’,LUTVIZEC{
hiem and on the CNN Money Website at http:/fcnnmoeney.com. Agother'somct e I-Iid»trl-.-;? e 2
‘Europe’s Entreprenetial 8pirit Is Alive and Well-—On eBay’, Iniernational Herald Trioune,

February 2006, P14,
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2.3 Vision, Strategy and Innovation

In 1993, when Lou Gerstner became CEQ of IBM, replacing John Akers, he famously
said, ‘the last thing we need now is a vision". What he meant was, what IBM needs, af-
ter an enormous loss in 1992, is a top-to-bottom reform of its operations. But despite
his words, Gerstner did bring a new vision—a vision of renewed innovation at [BM,
after years in which it never missed an opportunity to miss a business opportunity.
That renewed vision brought IBM its Global Services division, comprising over half

of its revenue today.

Vision, strategy and innovation are closely linked, in a very pragmatic way. All stra-

tegic innovation processes begin with a vision. Here is why.

The Innovation Portfolio: What to Innovale?

Interestingly, compasses point to the magnelic north, not the geographical north; the
distance between the two is a huge 960 kilometres, Similarly, organization’s visions
often are blurred or fall inte disuse, and the organization’s compass gathers dust, and
ne longer guides operational decisions. This is in part what happened to IBM.

The process of articulating an organization's vision, and updating it, begins with
what Collins calls ‘core ideology”. Core ideology consists of two parts: core values,
the enduring, timeless essental guiding principles that never change {such as Disney
founder Walt Disney’s core belief that ‘imagination and whelesome fun” are intrinsic
values); and core purpose, the answer to the question, why does this organization ex-
ist? (Note: The answer is not, to make a profit for the shareholders; this is a result, not
a 'first principle’.)

3¢

Vision defines ‘what ought to be’—what the organization secks to achieve, why it
exists, There are always gaps between what #s today (the current situation), what will
be in 5-10 years if current trends continue uachanged, and what ought to be in 5-10 i
years if the vision is fulfilled and achieved. Strategy is an operational plan regard-
ing how best to bridge the gap between what is and what ought to be. No effective
strategy can be articulated, without a clear vision articulating the shape of the desired _
dreamed-of future, any more than explorer Roald Amundsen could set out to reach
the North Pole, and South Pole, without knowing exactly where he was and in which

Core Ideology—The core values and core purpose of the organization; core
values never change; core purpose may <hange in response to changing
technology and market conditions.

direction to travel. An organization’s vision is the metaphorical equivalent to Amund-

sen's compass (see Figure 2.1).

Fxgu:e 2.1 The Link betwéen Vision, Objectives and Strategy: Flllmg the Gap

between What Is and What Ought to Be

Big Hairy Audacious Goal (BHAG or Mission}—A bold, audacious 10~30

Why Every Company NEEDS a Vision

What IS Today Lo L >

What WILL Be
(If same direction)

Source: Authors.

year goal, described vividly (as a photograph) (vivid description) and sup-~
ported with a powerful mantra.

Mantra—A three-word description of the organization’s value-creating
proposition.

Strategy—An operational plan that shows how the organization will close
the gap between what is today, and what eught fo be in the future if the orga-
nization’s vision is to be realized.

Strategic Innovation—Innovation that supports, strengthens and rein-
forces strategy, by rethinking all aspects of the organization, including its
products and services, business design, core processes and its innovation
process itself,

In an age of rapid change, with the pace of change accelerating, it is sometimes for-
gotten that some aspects of the organization must never change—these are what are
termed ‘core values’. Core values are the DNA of the organization. They answer the
question, what are the five values that this organization believes are non-negotiable and
unchanging, forever, which every member of the organization supports and imple-
ments? Here are two examples®:

e Walt Disney: No cynicist; nurturing and promulgation of wholesome Ameri-
can values; creativity, dreams and imagination; fanatical atiention to consis-
tency and detail; preservation and coatrol of the Disney magic.
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*  Merck (pharmaceutical company): Corporate and social responsibitity; un-
equivocal excellence in all aspects of the company; science-based innovation:
honesty and integrity; profit, but profit from work that benefits humanity.

In boom times, when demand is growing, it is no trick for managers to boost their
L top lines (tevenues) and bottom lines {net profits). But in bad times, when demand is
How to Create a Powerful Vision—The Approach contracting, that indeed is a great achievement. Let us, therefore, fook more closely at
of James Collins Honda. In America, where high oil prices and the housing bust have slashed consumer
spending, GM, Ford and Toyota reported large sales declines: 18 per cent, 14 per cent
and 7 per cent, respectively, in 2007-08.7 But Honda? Its US sales were up by 3 per
cent in 2008 and it is struggling to maintain inventories, as its cars ‘fly out of the show-
rooms’, Its US operations remain highly profitable. Why?

A brilliant combination of what Jerry Porras and Jim Collins, in their classic 1991
Caltfornia Management Review article,® call ‘core values and purpose’, and ‘dynamic
change’. From the time Honda's namesake founder Soichiro Honda built a fuet-
efficient engine with his own hands decades ago, Honda has stuck 1o its core values of
fuel efficiency. When GM, Chrysler and even Toyota chased the high-margin market
for sport utility vehicles (SUVs) and trucks, Honda stuck to its core values. Its new
FIT hatchback, which uses only 7 litres of gasoline per 100 kilometres, was a huge hit
on introduction and in 2008 its sales were up by 79 per cent, despite the global crisis!
Honda’s Civic and Accord models are also selling well.

In his book Geod ro Grear, author fim Collins claims that powerful visions occur at
the intersection of three key elements: passion {deep conviction, enduring energizing
belief), resources (financial, kuman and technological) and ‘best in the world” (the
desire to excel above all others). Once this clear ‘hedgehog’ focus is determined,® a
process begins, creating a feedback loop: (@) build believers—those who truly believe
it is possible to achieve the vision, however ambitious; {h) build strength—build the
capabilities required to impletnent the vision; {) demonstrate results—especially,
achieve ‘quick wins’, small but tangible gains, that reinforce belief in the vision;
() build “brand’ (build the intangibic image of the organization and its products,
aligned closely with the vision); {¢) and continue to build believers and se on (see
Figure 2.2).

Source: . Maital, ‘Change & Renewal at Honda’, TIMnovate blog, posted on 26 August 2008,
hetpi//timnovate. wordpress.com/2008/08/26/innovation-change-renewal-at-honda/

Colins uses a yin-yang diagram to illustrate the key management dilemma, of re-
taining core values while implementing radical change. This is one of the toughest
ditermas in innovation management: what to keep, what to change. Some companies
innovate away their core values. [nvariably they self-cdestruct—GM, once the world’s
largest industrial corporation, dived towards single-digit ($ billion} market value and
ultimately went into bankruptey. Honda innovates within its core values. And its bot~
tom line proves why this is wise. '

Vision and mantra: The term ‘mantra’ originates with the Vedic (Hinduw) tradi-
tion in India, and was later embraced by Buddhism, Sikhism and Jainism. [t means
a sound, syllable ar group of words capable of creating spiritual transformation. In
the context of organizational vision, a mantra is three or four words that capture
the essence of the organization’s vision, Those three words are aimed principally at
the managers and workers of the organization, in order to communicate clearly and
memorably the vision, and only secondarily, to the organization’s clients. We believe
every organizational vision should be accompanied by a powerful mantra. Here are
some especially strong examples of vision-refated mantras:

Source: Adapted by authors, based on Jim Collins, Good to Great: Why Seme Companies Make the o Walt Disney: "Make people happy.” At Disney theme parks, workers are trained
Leap... and Others Don’t. Harper Business: New York, 2001. to be acters, in order to sustain the fantasy world Disney offers. They all know
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clearly the goal: to make people happy. As an example, those who clean the ;
streets at Disney World, it was found, are often asked questions by visitors, .-
partly because they are ubiquitous and wear clearly identifiable uniforms, As
a result, street sweepers at Disney are trained 1w respond to a wide variety of
guestions and are highly knowledgeable abont the park. They know tlleil"job
is n0t just to keep the sidewaiks and stects cloan, but ‘to make people happy'.

World War I {over 8 missions), later became a Pan Am pilot and saved his passengers
with a briltiant deserv orash anding in the Syrian desert. His dream and passion: to be a
TV writer and producer. He quit his job as a pilot, moved with his family o Los Ange-
L . . ) R . . G “él‘nf'l)“.‘"" OF Seve rear = ie fe H H e - H
Chis is the meastire by which theit success is measured, and by which they tes and b,u meR (}KI(IL.I,i"}'l for seven yeats to support his family while hcipulsued his

dream. He sold several TV scriprs. finally selling and producing Star Trek. The network

measture their own sticeess. A mantra answers the question, how will [ know if
Fam successful at what | am doing?

¢ Wal-Mart: ‘Give ordinary folk the chance to buy the sume things as rich peo-
ple” This is an overly long mantra, but it capiurcs Wal-Mart's vision and it
drives operationat excellence every singie day.

*  Mary Kay Cosietics: ‘Give unlimited opportunity to women.” Mary Kay sells
costnetics from door to door. The key o its success is its hugee sales orce of
motivated women, many of them mothers, who support tlu’i; family by part-
time sales work, Many of these women support their famities and educate their
children with their incomes. So, the Mary Kay vision communicates to its key
resource, that Mary Kay's success is built on thelr own suceess.

* larget: ‘Democratizing design.” Target is a retail chain selling low-priced prod-

-

wanted ro cancel i, but its dedicated fans staged a write-in campaign and saved it. How
many of us woukd have foliowed Rodenberry’s path, quit a great job to pursue a dream
and pussion? What keeps most of us from doing this? The answer is-—our pre-frontal
cortex, This part of the brain, according to Harvard psychologist Daniel Gilbert, is our
‘simulator’, owr imagination, With it, we can simulate futuee events and experience them
before they happen. Only humans can. Animals lack this ability, But the pre-frontal cor-
ex, which has developed only over the past two million years, is limited, [t has ‘hedonic
bias’. That Is, it overestimates the happiness we think we will derive from future events
{mostly things we buy) and overestimates the pain and suffering we think we will sus-
fain frotn bad things that may occur, We fail to pursue our dreams, perhaps, because
we think abouwi failure, overessimate the pain it will cause-—and pever try to pursue our
ucts, Its differentiator from Wal-Mart is in its well-designed products. So while drcj_a‘tns a‘m'i 0,'\_“. ;‘)ass?m}s;, We oime Up Wiﬂ.l ‘cxcus.es’——re‘as?ns why we. never eye[‘l’ .
Wal-Mart seeks to bring ‘goods’ to ordinary people, Target seeks to bring The uo‘rid.s great inventors and innovators a\rolFled this tra}). Leonardo da Vinci hgd
“beautifiel products’ to people who can only pay minimal prices. This two-word every reason in the world no‘t‘ 0 antount {o anythmg: He was born out of wediock, in
mantra captures its goal perfectly. the 15th Cemur_y,vwlwn the Ghurch Contl‘ol%ed every facet of life. Had he been born in
*  MIT: "Mens et manus.” One of the world’s greatest science and technelogy uni- w_edlo1c k he wmfld have b{:r?:om.e A notary, like his father, and been trapped by the %1fe
versities, MIT was built fror the outset by its founder William Barton Rooers to of a Guild memoet:l/\s an 1Ilc:gft1mate (‘:hlld, e had the‘freedom to pursue anythmg
{ink basic research {‘mens’, or mind in Latin} with tangible resuits that c-:lshance he c.hosc—wan.d he ?M' Plcasso lived during a mrbuigntﬂm;;e decades, exp.erlenccd war,
§ Nazi occupation. of Paris, a ban on sculpture and painting--and never missed a day in

the wellbeing of society (‘manus’, or hand in fatin). As a result of that vision, . ; . . ; : - :
MIT to this day is a hotbed of technology-based entreprencurship; companies .mS.StUdI'O' pror:iucmg amaziig _works of art, fearless!y mnova’tmg, b ‘"Od““.m% an aston-
founded by MIT grads generate gross dorestic product (GDP) that would make ishing to§a’l ,05‘30'0(,}0 works! 1 kimw what Iam going to do’, he once sa@, why both-
the aggregate the wordd’s 11th largest economy, if it were a county. er doing it? %:mstelp finished hls. Ph.D. md could not get a university post, because his
professor had been insuited by him and failed to recommend him. Because he was only

a fowly Swiss patent office clerk, he had the time to write three revolutionary papers,
on relativity, the atomic structure of matter and £ = MC2 All of this, in one year, 1905.
He changed the world. Edison, as a child, was booted out of school. He was hard of
E T hearing and had attention deficit hyperactivity disorder (ADHD). His mother home- -
hereis a strong, EOg!CEﬂ connection between the TV series Star Trek, its inventor Gene schooled him and he taught himself by reading. He invented the phonograph, because
odenbeity, da Vinci, Picasso, Einstein, Edison, the pre-frontal cortex {part of the brain) of his dealness—he sensed vibrations theough his fingers and realized that sound was

;E?}jgl}kjlo_gist Damel. Gitbert. The links are obvious, once you know thewm. Star Trek ¥ something real, something physical, that could be captured and stored.
a5 a stecessful TV series, and fater movie and sequels. Its theme: the Starship Enter- |7 e _ ’
ise."to go witere no man has ever gone before’. This is the principle of innovation. T o o T
nvertor of Star Trek was Gene Rod%nbcn He was an Air (EJOI. ‘spi‘ot fe batlol?. ‘[l}e : Sawree: Shiomo Maitad, *Stumbiing Upon the Star Trek Principle: Innovation Secrats of da
e S ’ -OIps prOL, el bombers In. -y Vinci, Picasse, Fdison & Einswin’, TIMnovate blog, posted on 11 June 2009 http-//timirovate,

wordpress.com/200%06/ 1 i stuubing-upon-the-star-trek-principle-innovaton-secrets-of-

Cuse study continued da-vinei -picasso-cdison-cinstein
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®
ACTION

LEARNING

'Persanal Vision and Mantra
‘hal Is your own personal vi-
on? Where would you like to
7 in 5-10 years? Piciure it in
1w detafi. Now, create your
Vit mantra, your own persanai
ree-word statement, describ-
a why, in your view, you were
# on this earth. How does
wr . own  persanal  mantra
ign with ‘your Personal Cre-
ity Machine (PCM)? (See
glogue.)

eate: a digital camera. It is
vary special one. It takes a
1otograph five years into the
ture. Picture yourself in 2017.
hatdo you see? What are you
saring? What does the room
3k Hke? Picture every delafl,
iéging & Now—think ahoad
chward—what will you do
Jay.40' make that photograph
g frde in five years? Try it.
it'all your excuses for not fol-
~ing:your dream—and then
i gach of them into a reason
pursue it passicnatsly,

Reader: What is your dream? Your passion? What are you doing to
achieve it, to implement it? What are your excuses for not doing so?
Can you learn from Edison, Einstein, Picasse and da Vingi, and turn
your constraints into creativity levers? Can you emulate Gene Roden-
betry and pursue your dream no matter what? Can you learn from
Daniel Gilbert and sharpen your pre-frontal cortex?

2.4 What Is the (Right) Question?

That is not the right question.
—former Intel CEQ and Chair Andy Grove?

Former Intel CEO Andy Grove was famous for rebuking his managers
for not asking the right questions. If you do not ask the correct ques-
tion, Grove noted, then by definition, the answers will be irrelevant;
knowing the questions is more important than knowing the answers.

What, then, is the key question regarding what to innovate?

{tis this: How can innovators tell the difference between a winning business
ideet and a disastrous one?

Much is at stake when innovators select ideas for implementation.
Many radically new ideas seem at first sight to be ridiculous; that is why
great innovators insist on never rejecting any idea at once. And many
ideas that sound wonderful at first hearing turn out to be disasters. Can
one tell the difference?

In economics, Gresham’s Law says that bad money drives out good
(i.e., fake gold coins stay in circulation, real gold coins are withdrawn

and hoarded}. The same is true of innovation. Bad ideas drive out good ones, be-
cause they capture scarce resources and time. How then can innovators avoid
wasting time and money on doomed ideas? What are the hallmarks of a winning
innovation? A good place to start is with ‘vision’, expressed as a Unique Vatue
Proposition (LUVP),

UVP: A short sentence stating how your product or service creates substan~
tial added value for customers in ways that competitors do not.

Consider the following 12-word ‘Unigue Value Proposition’ {see Chapter 12, for
further discussion):
Uninterrupted mobile phone service everywhere in the world, any time, any place.

The innovation Portfolio: What to Innovaie?

This was the value proposition of Motoroa’s Iridium. [t sounds sure-fire. But it
failed: the added value (above conventional cell phones) did not justify the $3,000
price. {The high price was driven by the enormous cest of building and launching
dozens of low-orbit satellites.) In addition, the lridium phones were heavy, clumsy and
did not work well. Could Motorola have known in advance that the idea was a loser?
If 50, how?

Here is a key question to ask about your innovative idea, suggested by management
educators W. Chan Kim and Renee Mauborgne, that can help discriminate between
winaing and losing ideas:

How doces your ddea change your customers” or dients” lives?

It seems obvious, but ideas driven by demand--needs and wants—based on real
evidence and data are far more likely to succeed than those driven by supply—fasci-
nation with virtuoso technelogical skill and gadgetry. Ideas ‘pulled” by demand and
the market are far more likely to succeed than ideas ‘pushed’ by technology and in-
ventors, An idea that, when implemented delights customers, will tend to be a winner.
Iridium flunks the test: it aimed at improving peopie's ability to communicate, but did
not fundamentally change it because people atready had cell phones (even though they
might not work in Antarctica or Timbuktu—but how many people need to call home
from Antarctica?},'

Every winning idea has a powerful UVP; if you cannot frame one, your innovation is in
trouble. In our experience, innovators (especially those founding companies) err with
wishy-washy UVPs. In their book Built {6 Last, authors Jim Collins and Jerry L Porras
define what they call BHAGs, such as NASA’s ‘a man on the moon by the end of the
'60s" or General Electric’s 'become #1 or #2 in every market we serve’.'" A BHAG gets
powerful momentum from a strong UVP. And it should directly address, and connect
with, human wants, needs and feelings.

One must keep in mind, however, that many pressing needs are not consciously
recognized or verbalized by customers. Truly innovative ideas are often initially re-
jected by custorners precisely because they ave different, strange and unfamiliar, Great
innovalors anticipate needs long before they are artictlated. The following case study pro-
vides an example.

45

The Iét-‘aéi:i_ global software company, Checkpoint was born in a stuffy Tel Aviv apart-

" ment in July 1993. Three soﬁware~engineer friends wrote a business plan for Firewall-1,

an Internet secutity product designed to protect networks from hackers and invaders.

The World Wide Web (WWW) had been launched only two years eartier, in 1991,
but already showed signs of phenomenal growth. Based on their experience in mili-
tary intelligence, the three engineers knew that there would eventually be a demand

Cuse study continued
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. Case study continined . '~

firewall” security for internal company networks, even. though few companies

e innovators sensed that with Web users growing by 50 per cent yearly, and with
ecurity issues inevitably arising from it, the ultimate market would soon be huge.
he friends credted a software solution for an embryonic need that market research
ost likely could not have shown or revealed. They perceived that need because they -
hemselves needed the product they were launching, in 2004, Checkpoint, a market
der, had sales of nearly $600 million, and net profit of about half that, or $300
fion. - .

T - - e e A o B S e B

Source: Based on Jeffrey Anapolsky, ‘NSK Software Technologies Inc.’, Harvard Business
School case study 9-298-071, 1998.

Very often, new product ideas arise from inventors who themselves feel a need for
the product they ultimately invent. Legend has it that Omidyar built the ¢Bay website
after his flancée said she was having probietms finding other PEZ candy dispenser col-
lectors with whom to trade {a nice story, though it is now said to be untrue). 3M’s very
successful product, the ubiquitous ‘Post-it® likewise emanated from the personal
need of Art Fry, 3M’s legendary innovator, while there was no immediate need for the
product from customers. Intuition and introspection, then, are good tools for finding

new product ideas. If you yourself really need the product you innovate—chances are,
others do too.

2.5 ldentifying Feelings and Needs

After defining how your innovation alters peoples’ lives, the next logical question is:
What specific aspects of people’s lives are improved by your innovation, what specific
Jeelings are generated and which needs are met?

A comprehensive List of “feelings when your needs are satisfied” is given in Table 2.1.
The categories of feelings are: affectionate, confident, engaged, inspired, excited, exhila-
rated, grateful, hopeful, joyful, peaceful, refreshed. Table 2.2 provides a list of the needs
themselves. The categories of needs are: connection, honesty, play, peace, physical wel-
being, meaning and autosiorny.

In the 21st century, people are starved of emotion and feeling because many mod-
ern technologies limit or reduce face-to-face human interaction. Increasingly, then,
products that meet this basic human need by creating emotional bonds between
product and buyer become successful innovations. ‘Prices’, Princeton University

s'é_d.é.uch networks at the time and there was no demaonstrable market demand. The - E

: T:ébleZ.i  List-of Feelings When YourNeeds
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AFFECTIONATE EXCITED JOYFUL
Compassionate Amazed Amused
Friendly Animated Delighted
Loving Ardent Giad
Open hearted Aroused Happy
Sympathetic Astonished Jubilant
Tender Dazzled Plsased
Warm Eager Tickled
CONFIDENT Energetic PEACEFUL.
Empowered Enthusiastic Calm
Open Giddy Clear headed
Proud Invigorated lively Comfortable
Safe Passionate Centred
Secure Surprised Content
ENGAGED Vibrant Equ‘ammous
Absorbed EXHILARATED Fulfiled
Alert Blissful Me‘liow
Curious Ecstatic Quiet
Engrossad Elated Relgxed
Enchanted Enthralled Rellle\ﬁed
Entranced Exuberant Satisfied
Fascinated Radiant Sgrene
Interested Rapturous Still ‘
intrigued Thrilled Tranquﬂ
involved GRATEFUL Trusting
Spelibound Appreciative REFRESHED
Stimulated Moved Enlivened
INSPIRED Thankful Rejuvenated
Amazed Tolched Renewed
Awed HOPEFUL. Rested
Wonder Expectant Restored
Encouraged Revived
Optimistic

Source: Center for Nonviolent Communication, http/iwww.enve.org, 2005; used with

permission.
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: Table 2.2 - List of Needs -~

CONNECTION HONESTY MEANING
Accegtance Authenticity Awareness
Affection Integrity ‘Celebration of life
Appreciation Presence Challenge
Belonging PLAY Clarity
Cooperatfon . Joy Competence
Communication Humour Consciousness
gf;?fi; PEAGE Contr.ib.utéon
Companioﬁship Beauty .C.t’eat!\'lty
Compassion communion gfl;'?g;jry
Consideration Egizlity Effeuotiveness
gr?]r;sgzz?ncy Harmony growth
Inclusion Inspiration L ope
intimacy Order Me:zz?r:?t?g
lLove PHYSICAL Participation
Mutuality WELL-BEING Purpose
Nurturing Air Self-expression
Respect/self-respect Food Stimulation
Safety Movement/exercise To matter
Security Rest/steep Understanding
Stability Sexual expression ,
Support Safety chog
To know and be known Shelter Freed
Touch reedom
To see and be seen Independeanc
Water penaence

To understand and be Space

understood g i

Spont

Trust pontaneity
Warmth

Source: Center for Nonviolent Communication, http:/fwww.cnve.org, 2005; used with

permission.

Professor William Baumol once said, ‘are relationships among people, expressed as
relationships among things’. Innovations, too, ultimately are relationships among
people, but are expressed as relationships between people and things, It is a forlorn
commentary on modern fife that emotional attachments to things have come to filf
the void left by a lack of attachment to people.

The Innovation Portfolio: What to Innovate?

Former Swiss psychiatrist Clotaire Rapaitle who now lives in America and works with
Fortune 100 companies says his missiorn is to ‘decode’ basic emotions that cause people
to buy things. ‘People have unspoken needs’, he says, ‘they’re not even aware of those
needs.” Rapaitle counsels, ‘Dor't say, buy my product because it’s 10 per cent cheaper.
You don’t buy loyalty with percentages. It is not a question of numbers; it is the first
reptilian (basic, primal, emotional) reaction.’ He advised car firms that despite findings
from focus groups and from what customers said they wanted, what buyers reafly wanted
in SUVs was not 4x4 off-road capability, but size, muscle, control, dominance.’

Make them bigger, Rapaille advised. Give thern tinted windows. And it worked., At
the deepest level of successful innovations, you will find a clear emotion or feeling the
product supplies; you will find an almost audible ‘click’ between the feelings the inno-
vation arouses and the feelings people most value. This is true not only of consumer
goods but to some extent of capital goods as weil.

This emotional aspect is in part the basis for the “solutions’ approach to innovation,
which ciaims that what buyers want is not a product but a selution for their problems,
generating calm, relaxed and serene feelings and meeting the need for safety, security,
stability and support. Customers ultimately want an experience, not a product.

Hearts and Minds: New research by a Canadian doctor, Dr J. Andrew Armour,®
reveals a stunning new finding: our hearts actuaily have their own nervous system,
packages of ‘neurons’ (nerve cells specially designed to conduct rerve impulses), that
have memories! This work gives new meaning to the phrase: ‘Listen to your heart!”.
Armour’s recent monograph describes a controversial, newly emerging view of the
heart as a ‘complex, seif-organized system that maintains a continuous two-way dia-
logue with the brain and the rest of the body".

Brandeis University researcher Susan Birren has studied the mechanisms of how
sympathetic neurons in the heart and chelinergic neurons in the brain are regulated
and communicate. Her work reveals ‘just how sympathetic these two entities are to

-each other’.

Using rats and mice as model organisms, neurobiologist Susan Birren's research
is helping to demystify the complex relationships that govern neuron develop-
ment and function in the heart and the brain. The questions are fundamental:
How do cells in the nervous system communicate with each other?'*

Recent TV series have shown people who received heart transplants, and who have
taken on some of the personalities and memories of their donors. Experts, of course,
were sceptical. But now comes Dr Armour’s findings, including microscepe photo-
graphs of the neuron cells in the brain. Other evidence comes from heart-transplant
surgeons. When hearts are transplanted, the moment their blood supply is renewed
they begin to beat. How? Apparently within the heart are neurons, including related
memories that help hearts 'remember” how to beat and what they are supposed to do
when blood begins to flow. It is a remarkable phenomenon. Could it be that those
neurcns contain other memories, of the person whose body they occupied?

49
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Elearts and minds? Well, apparently, hearts have their own minds, One more ex- fove a_!‘mi remember them, Somie examples: a trip £o ‘Dlsney Wor!d for children, a Hight on

ample of the wondrous human body, as it has evolved over tens of thousands of years, the Concord,  weekend ata superb resort or highly user-friendiy softwart,

Wise innovators will find ways to take into account both hearts and minds, and inte-

grate the two in their novel products and services. '.:“3.6EFINITION‘3

Transformation: The individual is the offering.
Experiences: The encounter is the offering,
Setvices: The process is the offering.

Goods: The product is the offering.

s Commodities: The material is the offering.

.« & @

Meet Webkinz, Webkinz pets are lovable plush pets that each come with a unique
Seeret Code. With it, you enter Webkinz World where you care for your virtual pet,
answer trivid, earn KinzCash, and play the best kids games on the Net. They are an
example of how bold innovators can create an unrecognized need, and meet it, rather
than satisfy a known need. Often this involves culture change.

A friend of the first author told bimn that in one of Haifa's leading schools, boys come
to school with plush toys (perhaps, a little cat or dog)—yes, macho 12-year-old boys
with skinned knees and a broken front tooth--that embody their Webkinz pet. During
the Iungh break, the boys feed their toy cats, because the Webkinz website says the;
have to feed it, or it will be unhappy. Or play with it, sing to it, put it to sleep or pet it, As
every parent knows, the culture of young boys is fiercely resistant to all efforts to civi-
lize or tame it. The peer pressure of their friends provides a powerful magnetic shietd
against all parental efforts te penetrate it. So, let’s tip our hats to Webkinz.n’l"hey create
demand for plush toys by literally bringing them to life, through a magical website, and
by evaking the powerful emotion of love and affection. If they can change the cuiture
of 12-year-old boys, perhaps it is possible to change, with innovations, the culture of |
adolescents, senjor citizens, terrorists, bond traders or politicians.

The higher your product is in the commuodity-to-transformation ladder, the higher
your profit margins and the stronger your customer loyalty. Truly wonderful experienc-
es are the uppermost rung on the ladder. Pine calls them transformations. For example,
after a day at Disney World, one of eur children said with a huge smile, ‘Mo, Dad,
that was the best day of my life!’ Such experiences are so powerful, they can change
our lives, Companics that provide superior customer service, €.g., make sure that every
touchpoint they have with customers comptises a positive, memorable experience of
; this kind. Innovation should aim as high as possible on the Experience Econonty ladder.

: In today's global markets, there ate powerful, inexorable forces that drive innovative
products down the ladder to quickly become Jow-margin commoditics. Inevitably, as
innovative products ‘click” with buyers, they are imitated and become standardized and
commoditized. The only effective ‘pushback’ is to follow up with continual innovation,
remaining as high as possible, as long as possibie, on the Pine ‘ladder’. Great manag-
ers find ways to push their products up the ladder and resist this commaoditization.
Experiences and transformations create an emotional bond with customers—the basis

7 _,. T

T A

Source: Shiome Maital, ‘WEBKINZ—How Innovation Chaﬁgés Culture’, TIMnovate biog, ) :

posted on 17 May 2009, http:/timnovate.wordpress.cor/2009/05/1 7/webkinz-how-innovation- of c:n?lur;_ng customer loyalty and powerful g.lo'bal brands. For innovators, the eifzx_‘nal

changes-culture/ question is, ‘How can our products be kept from sliding down the ladder, becoming commoditized,
and how can we push them up the ladder by shaping them into memorable customer experiences?”

| 2.6 Innovating Experiences, Battling
ACTION Commoditization

When Fiancial Services Becofnes Not a Commodity but an Experi-

“Case 'Sfudy; :
oo " . -ence:The Case of USAA " -

LEARNING
novate a Cufture? Maty global _CEOs_ lose s{ecp wondering holw to get customers alf over .. ’ . ‘ .
novation ot eveag L€ World to like their product enough to buy it. But in today’s competitive AnAmetican bank, USAA, topped Business Week’s 2009 rankings for superior customer
;nf:fn{;; ff:i'éffﬁ?fﬂf mﬂﬂ(@tfo) the real question is: H:_le do you gef customers to love your product? service. It has ranked #1 or #2 for four straight years, No other firm comes close. Surely,
weales anewnoed and In his book The Experience Economy (with Joseph Gilmore), strategist this provides a terrific best-practice benchmark for customer service. USAA provides
eels #, thuscreatnga D+ J05¢Ph Pine describes a product ‘ladder”'® At the bottom are financial services for US military families. These families have special needs related to
;’n:?n'gpffc’ﬂﬁh :::teg?rv' Fommoditics, standardized undifferentiated products where competition the fact that part of the famify serves in distant parts of the world. In aimost everything
ok abaut howa:cllil;zi is based solely on cost and price; next, goods, which are differentiated, e
night change i often through branding; then, services, and then, transformational Case study continted

experiences—services offering a memorable and delightful experience that we
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it does, the financial services outfit puts itself in the spit-shined shoes of its often highly
mobile customers, many of whom face unique financiat challenges.
Here are a few things USAA does to provide superior customer service:

Here are some things USAA does to keep its employees happy and in touch with
their customers:

L]

When Staff Sergeant Corey Mason wants to deposit a check, he does not use an
ATM, a teller at a branch or even a stamped envelope and deposit slip. Rather,
the 37-year-old GPS systems specialist takes a picture of the check with his
iPhone, uses an application to send it to his bank, and within minutes the money
shows up in his account,

USAA was the first bank to allow iPhone deposits, it routinely texts balances
to soldiers in. the field, and it heavily discounts customers’ car insurance while .
they are deployed overseas. “They do al! this really creative stuff that applies to
guys and gals who are in Afghanistan’, says Karen Pauli, a research director at
consulting firm TowerGroup. “There is nobody on this earth who understands
their customer better than USAA.

Customer intimacy: ‘[ TJraining for USAA employees is steeped in the mifitary ex- -
perience. New representatives attend sessions where they dine on MREs, or “meals
ready to eat”, which troops consume in the Reld. They try on Kevlar vests and flak
helmets. And each representative is handed 2 bona fide deployment letter—with
the names changed, of course—to get them thinking about the financiat decisions * }
customers face at such an emotional time.” Colleen Williams, a Phoenix-based &
service representative who joined the company in 2008, says the training clued
het in to family issues that help her when answering calls. ‘I speak to women who © i

haven't talked to their husbands in six weeks', she says. ‘It never really registered “F

to me, the real disconnect’ deployed soldiers have from their families.

Training is not the only thing USAA lavishes on employees, After all, it takes
satisfied workers to get satisfied customers. fn 2009, even <all centre agents at
USAA saw bonuses nearing 19 per cent of their pay, up from 13.5 per cent the year
before. A new $5-an-hour concierge service lets employees outsource errands on
the cheap during the workday, And when the company closed two call centres
in 2009, it offered every employce a company-paid refocation package to jobs
at other locations, even helping staffers burdened with underwater mortgages
unload their homes. Of the 1,200 affected workers, 50 per cent accepted move
offers, far more than the fewer than 20 per cent USAA expected.

TN

Case study continued
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*  Staffers get time to do their jobs, teo. Employees are not :'usl;h_ed ‘through calls
with customers or evaluated on how fast they handte the inquiries. Mermmber sat-
isfaction trumps every singte metric’, says Forrester’s _I“emkm. Otl_mr call centres
‘may velax things like average handle time, but they still measure it, and still you
get in trouble if you're out of bounds’. ' -

* ?{epresentatives are also armed with software that lets them view a histoiy of
the online screens a particular customer has viewed on USAA's websllle, ltttlng
them know what policies or business lines the customer was perusing—an
may be ready to bty

i i jons i . Customer service is one.
Every business has a number of generic funcf:xons it dees CAA per service s one
Even if your business is very distant from banking—study US. . Magny :
practices can be adopted and adapted. Superior customer service tran.s!:‘o.rms ygur‘oﬁjC
fering from a commodity into an experience. The impact on price sensitivity and pro
o .
matgins will be substantial.

Sa:;rzu'cc: ﬁtt?://images.businessweek.com/ss/O‘)/O2/02I 9 _customer _service/25.htm

2.7 Technology and Psychology

The story of radio and television exemplifies how technology and iniuitive pﬁych_olct)ﬁ)z
interact to satisty unarticulated needs and create memorable experiences when in the
hands of master visionary innovators like David Sarnoff.

“Radio and TV: Davxd Sarnoff as Visionary and Innovator

Case Study:

Two of the most powerful innovations of the 20th century are radio and te@ewglon.
Both were pioneered by one man—David Sarnoff. Sarnoff immigrated to America from

Uzlian, Russia with his parents at the age of nite.

Radio

Sarnoff was a Marconi telegraph operator atop a tall department stc.)re.in I\/‘Iar}hg~
tan when on 14 April 1912 he picked up the message, 'S.5. Titanic sinking fast’. He

Cuse study continued
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Television
‘S.arnoff saw at once. the amazing potential in inventor Viadimir Zworykin’é 1923
“leonoscope’ (precursor to television), [n 1928, Sarnoff set up an expérimental TV sta-

: ti_c_)n,_ and launched the first commercial telecast from WNBT in 1941, ‘Now we add
~sight to sound’, he said simply. Co e

7, innovation.

ource: From Marcy Carsey and Tom Werner, 'David Sarnoff’, Time Special Tssue: Bui

rapidly relayed the news to the world. Sarnoff proposed to his company, Marconi, a
vision for a ‘radio music box” at a time when radio was largely used in shipping and by
amateur Morse code enthusiasts. 'Bring music into the house by wireless’, was Sar-
noff's vision—a radio in every home (reminiscent of Bill Gates’ vision, ‘a computer
in every home'). The idea was ridiculed. But in 1919, General Electric formed Radio
Corporation of America (RCA} to absorb Marconi’s assets in the United States. Sar-
noff and his imagination were among those assets. Sarnoff conceived an ecosvstem

- business model for his radio innovation, comprising content (music, news, sports), a
. radio music box (RCA's Radiola, priced at a steep $75, or $750 in today's doflars), and a

‘national network of stations. In 1921, Sarnoff arranged for a bailyhooed prizefight be-
tween Georges Carpentier and Jack Dempsey to be broadcast on the radio, a memo- -

:ré‘ble experience and watershed marketing event. In 1926, Sarnioff became gereral -
manager of RCA’s subsidiary, National Broadcasting Corporation (NBC). And the

profits rolled in.

Today the average US family watches TV for more than 50 hours a wéekmmoré_'thahft.héy
spend sleeping or working. Television certainly passes the hurdle of a life-changing

and Titans of the 20th Century, 7 December 1998, p. 88.

2.8 Innovation, Feelings, Needs: Creating
Emotional Appeal

How can an innovator transform a product or service into an experience with strong
emgtional appeal? Kevin Roberts, worldwide CEQ of Saatchi & Saatchi, a global ad-~
vertising company, has some answers.'® Born in Lancashire, Roberts left sch%ol at age
16. He worked with the inventor of the miniskirt, Mary Quant, worked in marketing

-Eders

with Gillette, Procter & Gamble, Pepsi, and then joined Saaichi &
Saatchi. Roberts coined the term ‘Tlovemarks’ (products that arouse
deep cmotional ties), and explains how to tell the difference between an
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ordinary branded product and a ‘lovernark’ (Table 2.3).

“Table 2.3 'Ihe})ifferéncé between a Brand ar_id' a Lg&véniark

Brand Lovemark
finformation Relationship
Recognized by consumers Loved by people
Generic Personal

Presents a narrative
The promise of quality
Symbolic

Definad

Statement

Defined attributes
Values

Advertising agency
Professional

Creates a love story
The touch of sensuality
Iconic

Infused

Story

Wrappead in a mystery
Spirit

Ideas company
Passionately creative

Source: Kevin Roberts, Lovemarks: The Future Beyond Brands (New York:
Powerhouse Books, 2005).

Roberts’ message is best stated in his own words:

People are trying to get emotion into every brand promise. Wal-
Mart has gone from being trusted to being loved. Procter & Gamble,
the wotld’s biggest branded company, seeks to improve the lives of
consumers, through creating ‘brands they love’. Once brands were

&
24

@
ACTION

LEARNING

People’s Feelings and Needs

1. Sludy Ihe list of feelings people
experience when their needs
are satisfied (Table 2.1). In
your opinion, are thers any
gaps? Can you pricritize those
feelings based on your own
subjective views-—-which are
most important to you?

2. Do the same for the list of
peopla’s needs in Table 2.2;
prioritize them for yourself. For
telovision and radio:

(a) Whichfeelings do you think
Sarnoif's radio innovation
aroused initially when radic
was bom? When telavision
was bomn?

{b} Which needs do you think
radio and tefevision met?

(c) Would market research, fo-
cus groups or panefs have
identified those needs in
advanca? Why/why not?

{d) What feelings are aroused,
and which needs are mef, by
racio and television today?

3. For your new produgt idea:
what feelings does’ your new
product, service o Process
idea inspire? Why? How?
Which neads does H meet? For
fhe market you are targeting,
are these feelings and needs
very impertant? :

admired, trusted, respected, now ... they have to be loved. The people are voting
and they are voting emotionally. They want to buy things they have an emoonal
connection with, McDonalds campaign is: ‘I'm loving it Not hamburgers. Love,
loving, feelings. Hatley-Davidson does not sell motorcycies, but rather the
experience of a rebel tifestyle. They say "What we sell is the ability for a 4.3-year-old
accountant to dress in black leather, ride through small towns and have peaple by afraid
of him.” You want mystery. You want to connect past, present, future. You want
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to connect with the icon ... Cut emotion loose and let it rip, Emotion is an
unlimited resource with untimited power. By streaming the power of emotion,
design can be an extraordinary force for good."

The invention of transformational experiences is a fruitful area for innovation. In
modern economies, services comprise 75 per cent or more of GDP. Some services,
like haircuts, are low level and commodity-like. But some are high-price and high-~
margin. And by definition, innovation in creating experiences is almost entirely about
emotions and feelings. With the right ambience, style and panache, even haireuts can
become a profitable, transforming experience and a highly profitable business. Big
industries have been buiit by innovators able to transform commodities into experi-
ences. Starbucks is an example.

.VJV_ICas.é?-S'tll‘_iiy: 'S'téi‘bu’cks‘%: Coffec at $5 a Cup

Entrepreneur Howard Schultz had a vision: to alter how and.
where every American has their breakfast coffee—cappuccine a
Starbucks rather than instant coffee at horme~by transforming -
cotfee from a SO-cent commodity into. a"$5 ‘experience: It
succeeded. Today Starbucks (the name: Statbucks comes' from.
A character in the Herman Melville novel Moby-Dick): is a'larg
global chain of colfee shops, with 5,715 conipany-operated
outlets worldwide: 4,666 of them iri the United St ites and 1;0
in other countries and US territories, together,with 3,956 joint
venture and licensed outlets, 2,222 of them in the United Sta
and 1,734 in other countries. By creating arbiénce and
the international ‘coffee culture’, Sta biicks. is ‘able 'to ‘charge
high prices for its coffee, while delighting customiers (the averdge
Starbucks client visits Starbucks 18 timies a motith;-aliost aily
on workdays) thereby realizing Schultz’s visi ta :
continues to innovate, providing Wi-Fi (wireless computing)
hotspots- and lately, music downloads. In, 2005, Statbucks had
$6.4 biltion in revenues, $495 million in net profit; and in. the
period 1995-2005 paid its shareholders an average annutal retiitn
of 27.6 per cent. B TR LI UL P

Source: Iris Ginzburg and Shlomo Maital, ‘Services Innovation: New
Challenges, New Models—Six Guidefines in Search of a Theory’ pre-
sented at Global Advanced Technology and Innovation Consortium an-
nual conference, Kyoto, Japan, 2006,
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2.9 Searching for Innovation Opportunities:
Find a Perfect Storm

Where should innovators search for new opportunities and ideas?

A simple answer is: Wherever there is significant change (in tastes, prgferepces,
technology, market structure or regutation). We once heard a renowned marine biolo-
gist speak about a powerful storm on the seacoast. She no{ec‘i that {Jy_ stirring up tk_m
sea bottom, storms create new opportunities for many organisms, Things that five in
the sea love storms, she said. So do innovators, we believe. Innovators look for perfect
storms. They constantly track social trends and find opportunities where others find
only crises or problems. Here are some examples.

Aging

With birth rates plummeting, the age pyramid of countries in bot'h West and East is
growing older and shallower. This wilt create a new demand for a wide variety of pr_od-
ucts tailored for older people—in housing, electronics, vehicles, furniture, clothing,
medical treatment and medicines.

Technology
Contrary to prevailing opinion, new technologies often de trumpet their birth long in

advance. The difficult part is not forecasting technology but transtating new technol-
ogy into innovative businesses. The Internet is an example.

Case Study: Internet—1969 to Present

: -engineering fitm Bolt, Baran
ch-Projects Agenicy. Network (ARPANETY, to
t fence Department. for four US
ed an electronic mail software programme, in 1972,
. st ag : ifopean: Research __'L_ébo;atcry{j_p_
" Eufopéets po Nugcléaire (CERN): released the software code wiitten by

a-CERN physicist; Tim Berners-Lee, 1o help researchers exchange information. ] Che
- WWW was born. Finally, the WWW consortium adopted a riew standard for defining
- and naming data, knovwn as Extensible Markip Language (XML). The Internet, as we

kriow it today, took 37 years to reach its curtent state. Yet, it continues to Suiprise many
._man'ag'é'réwliké‘thbs‘e iri the embattled musi;'indusny. _ ' SRR

hool Press, 2002), p. 20.

B RAR:

Solz)t;c.e: John: Hagel If, Out of the Box (Boston, MA: Harvard Business Sc
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CﬂseStﬂﬂy Musm RS

In 2004, more blank compact discs (CDs) were sold than ones with recorded music
This is evidence that the music industry, once large, growing and profitable, has been.
almost destroyed by Internet music downloads, some of them illegal. Yet th;a Internet
as shown above‘, has existed (at-least in prithordial forms) since 1‘369. Why did music, '
flafiLxst;y exectitives choose to fight this technology, futilely, in the cousts, rather than
Join it and innovate to harness it? Those who did—Apple’s iTunes, e.g., with 99-cent
download per tune—reaped large rewards, but they were among the exceptions.

Seurce: http://en.wikipedia.6fg)ﬁiki/Com‘p.e;‘ct:m‘Cﬂ-s;;fA:tte
Generational Changes

Often, there are large differences in tastes, values and habits between generations, c.g
betvfaeen baby boomers, born in 1947-61 and baby busters, born after 1961, As onerael;z
eration ages, ar‘zc'l is replaced by another that grows into a high-spending generation, t;}usi~
niess opportunities arise as.core generation values change. For example, Charles Schwab’s
discount brokerage was ridiculed but it turned outt to appeal strongly to baby boomers.

Economic Downturns
While many businesses shudder at the thought of recession, others profit. Downturns

.make buyers price-sensitive and create opportunities for new lower-priced products
that provide strong valtue for money.

Tastes and Preferences

Consumer tastes may change rapidly, especially in the face of ‘tipping point’ phe-
nomena, where markets seem to change almost overnight and a critical mass of initial

buyers quickly pulls others into the circle. The food industry now faces such a change:
&=

consumers w[}o once wanted foods that did not damage their health now seek foods
that glamvely reinforce and build good health. Subway is an example that has crafter its
offerings to these changing trends,

l.egislation

Changes in government regulation create superior opportunities for innovation.
Chapter 10 relates how entrepreneurs anticipated the 1978 US Public Utility
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Regulatory Policies Act (PURPA) that encouraged co-generation of electricity and
launched Cogentrix, a company that supplied co-generation plants. By anticipating
the legislation, they gained a decisive competitive edge on competitors who only
reacted to the fegislation after it was passed.

 Case Study:* Subway "

Subway is a chain of fast-food restaurants specializing in ‘subs’ (submarine sandwich-
es); it leaped on the health trend with its ‘Jaredt’ campaign, built around 425-pound
college student Jared Fogel, who lost many pounds by living on a Subway turkey sub
for lunch and a Veggie Delite for dinner for a whole year. Subway offered 7 under 6’
(a powerful memorable and simple UVP, meaning 7 subs under 6 grams of fat’). In
December 2001, Subway’s 13,247 shops surpassed the number of McDonald'’s outlets
in the United States, though McDonald’s reventes are still eight times higher.

Source: From Rita Gunther McGrath and fan C. McMiltan, Muarketbusters (Boston, MA: Harvard
Business Scheol Press, 2005), p. 159.

Another example is generic medicines.

C#§é "Study:'-'-"ln'n" ation th;roug’h.l,egislétibn'.'f"-"'

. “feva PharmiaceuticalCo., eadquartered inTsrael; is‘otie of the wotld's largest genieric
inedicirie companies. (Generic medicines are drugs that conitain the same active chem
" cal ingredietits 45 patented ‘branded’ products and are-'bioequivalent” in-their effects;
“they-cotne to the matket when patents expire.) Teva CEO Eli Hurvitz spotted an oppor-
- tunity whei thie Hatchi-Waxman Act was passed by the US Congress in 1984, encout-
~“aging generic druigs as a way to cut the soating cost of medicines fof. consuriers. Teva
quickly aligned its competencies with the generic business model and in two decades
* bécame the wortd’s fargest supplier at a time when for years, other ditig companies

' scornied the low margins inherent in the géneric business.

SRR R

R =

lated to the first author by Teva’s Eli Hurvitz in 2007.

T =

Source: As ve

a

Customers

MIT Professor Eric von Hippel has shown that a great many successful innova-
tions come from companies’ major custorners {whom he catls ‘lead users’). When
a customer steps up and says, ‘If you make X, [ will gladly buy 500 of it', there is
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a double dividend—the idea itself and potential buyers. According to von Hippel's
research, 77 per cent of innovations in scientific instruments are developed by us-
ers as are 67 per cent of innovations in semiconductor and printed circuit board
process. However, he notes, customers do not always come forward with their new
ideas, ‘users ... may keep {innovations] hidden behind their factory walls as a trade
secret’, 2s a source of competitive advantage and profit. Stronger and closer con-
tacts with their customers will help businesses discover their customers’ valuable
innovations.’® ‘

Contracting, Declining Industries

Great innovators pick a declining industry no one finds attractive and revive it with
novel ideas. Southwest Airlines is said to have paid the highest enduring total re-
turn to investors of any company. Southwest is in an industry plagued by enormous,
persisting losses, but itself has been consistently profitable, through its innovative
point-to-point, efficient, no-frils business model. Fire-eater {titerally) Guy Laliberte,
CEO of Canada’s Cirque du Soleil, entered the rapidly disappearing circus industry
and reinvented it, creating startling productions seen by 40 million people in 90 cit-
ies worldwide. By creating an entirely new experience, Cirque du Soleil drew new
customers, delighted them—and charges prices many times higher than conventional
circuses. In declining markets, innovative products revive growth and profit by draw-
ing customers who previously scorned the ofd product.

2,10 Process Innovation

One of the most under-exploited innovation opportunities lies in the business
processes that firms use. Excellence in process innovation—small incremental im-
provements that cumulatively generated unsurpassed efficiency—ied Japan to global
pre-eminence in manufacturing in the 1980s. Part 11, Chapter § relates how IBM
saved billions by radically re-engineering its supply chain management, Process in--

novation. often involves many small incremental improvements, each of which is -

insignificant but together, leads to enormous productivity gains and-cost reductions,
This type of innovation requires participation of every worker and demands great
persistence and patience. It is driven by a strong culture of continuous improvement
that is shared by a company’s entire work force.

[nnovation itself, of course, is a key business process; so are the processes of cost
management and operations management. Major cost reduction is a type of innova-~
tion that can impact the lives of billions of people; e.g., bringing cheap celiular phones
to poor developing countries with little or no fixed-line infrastructure or the $100
laptop.
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.'Z:_Céiéé'sjtudy: 'i‘hef$100.'Léptop Computer:

MIT Professor Nicholas Negroponte, founder of the MIT 'Me.:dia Laboratory, is the
driving force behind the $100 laptop computer aimed at bringing dur.able‘, gffordable
laptops to students in poor countries. It uses free, open-source §qf_tware (Linux) rather
than the more costly Windows. For obvious reasons Negrpppnte_fac_es fierce opposi-
tion from Microsoft. In general, innovations that bring order—of_—magmtude.cost redusc-
tions threaten incumbents who may have large resources and use them vigorously to

defend their business designs.

Source: Fro:ﬁ jo.hn Markoff, 'Battle to Bring Cheap PCs to the Masses’, New York Times, 30
January 2006.

s T o

Here are two examples of how companies use value-creation and cost-reduction

innovation in very different ways to build growth and profit.

CaseStudy “Rabbermaid versus Wal-Mart; 3M v rsus 'B._ést Buy

Rubbermald versus Wa!nMart

A décade later, in 2004, Rubbermaid was replacedin the list by Wat-
- 100, i5 an innovator, bitt-its invention was its cost-rediictio
~teveryday lo ;

- arid low prices: grew proportionately rapidly: :Wa_-:-l_‘-Mér'_t.’,_.

impotts from China, if Wal-Matt were a coutitry, it would be the world's sixth-largest.
. importer from China. Wal-Mart's huge Global Processing Center in Shenzhen, _Ch_‘-n?_l_'r
~ deals with some 6,000 different suppliers.-Many of Wal-Matt's imports arrive fn.con~
 taifiers at Long Beach Port, near Los Anigeles—§36 biltion worth a year. Wal-Marts -
Core éompetency is the use of information technology to fhianage its store inventories

: %Wné'_m{ag:a'z.ine conducts an anndal suivey: that chooses America’s most adired . i
companies. in 1994, Rubberiiaid was high on the fist: Rubbermaid won its l_aqrglt.s in'

fs almost daily. its for

part for its value-creation iiﬂp{qégtign;_jlgazplnt‘;ﬁing-i]_ew'.prol
ralue creation through cotitinual innovation.

Mart, Wal-Mart, I
n business model, built or
Vith growing inequality
groups seeking valiie
flow=pricé” UVP won their:
d in part by large-sca

prices’ (see case study Wal-Mart in Chap
ution of income in the United States, low

aft's-low prices are driven by low cost

and supply chain.

Cuse study continued
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 Case stiddy continued _

3M versus Best Buy

3M's legendary President, and later Board Chairman, William L. McKnight built a - f
culture that put employees in direct contact with customer problems and encour~
aged initiative and innovation. His philosophy was to listen to anyone who proposed
an original idea and to let him or her run’ with that idea through what he called ‘ex-
perimental doodling’. ‘It's essential that we have many people with initiative if we ate -
to continue to grow’, he said. Today 3M has a 15 per cent rule, requiring technical
and scientific employees to invest about a sixth of their time to pursue ideas that are
not related to their official job assignments. Along with its spirit of innovation, 3Mis ' {
fiercely profit-focused—every innovation must pass the 3M trial-by-fire: ‘Wil it make - |
3M (profit) margins?”’ :
Best Buy, a chain of retail consumer electronics stores, fourth largest in the spe<: |
cialty-retail industry in the United States, defines innovation focus as ‘continuous - ¢
innovation in operations and service, to cater to the changing tastes of consumers’. - f
Its process innovation begins with a consumer need, identified by an individual, wh
forms a team that then presents its ideas to senior management. Best Buy had salés of
$25 billion in 2004, up 10 per cent from 2003, net profit of $705 miltion and 100,000
employees. L

o B T

Source: The account of 3M's William Mcknight is from Managing Creativity & Innovation
(Boston, MA: Harvard Business School Press, 2003), p. 109; also from personal communi-
cation with MBA student Nimesh Bhandati. :

2.11 innovation Portfolios Tor Established
Organizations

Financial advisors recommend a portfolio approach to asset management by divid-
ing investments among different types of assets (stocks, bonds, foreign exchange). By
diversifying, investors can reduce risk without reducing their retuns.

A similar approach applies to innovation. While entrepreneurs generally focus on
a single core innovation, established organizations work on balancing and optimizing
a spectrum of innovations, from incremental to radical.

One way to classify innovations is by their impact on product features. This ap-
proach, known as ‘feature driven innovation’, will be explained in detail in the next
chapter. Meanwhile, here are some basic definitions.
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Product Attribute: A characteristic or feature of a product, comprising an
essential element of how the product satisfies wants and needs and is ca~
pable of being quantified and compared.

Incremental Innovation: An innovation in which a new version of an exist-
ing product is created, by improving or altering some of its existing attributes.
For example, a corporate jet, say, Gulfstream IV, A reconfigured improved
Gulfstream V may have better range, speed, payload, climb and cabin room.

Standard Innovation: One additional attribute is added to the product
that did not exist before. For exaniple, the addition of a CD~-ROM read-only
drive to PCs.

Radical: Several significant new attributes are created which did not be-
fore exist, thus creating, essentially, a new product. For example, a handheld
computer {e.g., Palm Pilot).

Source: The definitions of incremental, standard and radical innovations are from S.
Maital and H. Grapp, Managing New Product Development and Innovation: A Microeco-
nowmic Toolbox (Cheltenham, UK: BEdward Elgar, 2000), Chapter 1.

Table 2.4 shows three different ‘innovation portfolio” strategies for a large com-
party, depending on the proportion of resources invested in radical (high risk) innova-~
tion compared with incremental (fow risk) innovation.

Low risk Moderate risk High risk
Incremental 70% 50% 25%
Standard 20% 30% 15%
Radical 10% 20% 50%

Source: Authors.

Each organization needs to optimize its own innovation portfolie, taking into ac-~
count the fact that a ‘low risk” strategy focused on incremental innovation is highly
vulnerable to a radical innovation strategy by a competitor. Paradoxically, in innova-
tion, low-risk policies may ultimately incur the highest risk of all, as the fierce battle
between Nokia and Samsung iltustrates.
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2.12 Pioneers, Migrators, Settlers

The notion of managing and optimizing an innovation portfotio is a widespread con-
cept in innovation management. There are many different typologies of innovations.
For instance, Vijay Govindarajan distinguishes between continuous process improvement
(countless small investments in incremental process innovations); process revolutions
{improvements in existing business processes, but in major leaps); product or service in-
novations {creative new ideas that do not alter established business models) and strase-
gic innovations {innovations in process or procluct that involve new, unproven business
models).”?

se Study Nokm versus Sams

For years, Nokia followed a winning strategy of incremental innovation, improﬁng the |

performance and design of its cell phones by 5 per cent yearly to remain ahead of its
- competition: The strategy worked—until Samsung came on the scene with farge re-
" sources and séveral radical innovations in cell phone design and performance; Accord-
:_in‘gr-;p__mav_keti re'seart_:h_-ﬁrm Gartner, in 2004 ‘sales of mobile, phones jumped sharply
1o record-setting levels during the first quarter, but longtime leader Nokia saw its shate
- of the market fall-to the lowest level in five years', falling from 34.6 per cent in 2003
“t028.9 per cent in the first quarter of 2004. Nokia's share price felf ppacipitotmly asa
result. A Gartrier expert explained that Nokia’s market sharé dropped. because other

. phone. makers (fike Samsung) were' more aggressive in rolling out more feature=laden

~photies. :

F 7 G

ource: Based on a réport by Keith Regan in £-Conmerce Tirne§ 9 June 2004.

A more colourful typology is that of Chan and Mauborgne, who use a kow they won
the West metaphor to describe a growth portfolio consisting of ‘settlers’ (mature cash
cow products), ‘migrators’ (products once pioneers, now becoming settlers) and ‘pio-
neg‘s’ {innovative new products in their markets). Innovators, say the authors, shotdd
'w1se_§y batance between profitable growth and cash flow at a given point in time". This
may involve a major shift toward *pioneers'—which often encounters resistance from
a coalition of interests, including shareholders (who seek short-term gain), employees
{threatened by rapid change) and sentor managers (who may lack the energy, leader-
ship and competencies that ‘pioneering’ requires). Only strong feadership, a key com-
ponent of successful innovation, can overcome such resistance,

jeffrey Immelt, General Electric CEO who succeeded legendary CEO Jack Welch
in September 2001, is an example. Under Welch, GE focused on operational excel-
lence, using such toots as ‘Six Sigma’ (a system for eliminating errors and slip-ups).
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Under Immelt, GE is focusing on innovation. "The biggest challenge is continuing
to drive consistent growth in a world that Is more volatile and has less cconomic
growth’, Immelt told Business Week.? [nnovation is the tool he chose to achieve this

goal.

2.13 Conclusion

It is sometimes believed that in innovation, the most challenging and ditficult task is
coming wp with new ideas. [n our experience, this is not the case. When people are
empowered, inspired by vision, provided ample time and resources and an appropri-
ate environment, ideas proliferate like wild flowers in springtime. The main challenge
lies not in ideation—producing ideas—but in winnowing wheat kernels from chaff,
good ones from bad, and then in matching innovative business designs to innovative
ideas for products and services.

Bringing innovative products to market is risky. But refraining from doing so is
even riskier. Remember this wise business advice from poet Robert Frost:

Two roads diverged in a wood, and I—
I took the one less traveted by,
And that has made all the difference.

B CASESTUDY INGERSOLL-

Sanjay Mehta, sales executive of Ingersoll-Rand (India) Ltd. (IRL), Mumbai was excited
to receive the fitst order for a 9.3 million {about $200,000) centrifugal compressor
from Deccan Textiles—an account that was historically the stronghold of a competitor.
The very next day, he gatecrashed into the office of Mr Anand Ranganathan, Executive
VP, Air Compressors, at Ahmedabad: ‘Boss! [ have clinched this order of our dreams!’
The grim expression on Anand’s face after ke had finished reading the customer’s order
got Sanjay worried.

Anand paused for a moment and then replied in a calm voice, ‘As impressive as this
deal fooks on the surface, I wish you had not taken the order.” ‘I don't understand, Boss!
I thought you would be very impressedwith this!” exclaimed Sanjay, clearly disappointed.
‘At this price, this sale will earn us only a 2-3 per cent profit. I see no sense in offeting a

* Names of people, figures, client company name, etc., have been disguised to preserve confidentiality

of the company’s information.
Case study 2.1 continued
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Case study 2.1 continued

world class high value product at such a heavily discounted pricel” was Anand’s terse
response. Sanjay said taising his voice:

Well then, if we cannot afford to offer owr compressor for Rs 9.3 million, our
competitors will be more than happy to offer theirs at a price 10 per cent lower
than this price. Anyway, I am too shaken up now, and need to compose myself
first before hearing from you on what you want me to do on this order.

Without wasting another minute, he walked out of Anand’s office in a huff.

With a turnover of over $9 billion, Ingersoll-Rand worldwide has a wruly diver-
sified product portfolio that includes construction equipment, refrigeration equip-
ment, temperature-contrel equipment for the transport industry, security and safety
equipment and air and gas compressors. (Note: Some of these businesses have since
been divested fo achieve focus.) IRL set up its first manufacturing plant in India in
1965 at Naroda, Gujarat to manufacture reciprocating compressors, and in 1978 IRL
conmumissioned its second production unit at Bangalore to manufacture various con-
struction equipment. With an annual turnover of 4,062 million (2001-02) and an
employee strength of about 1,000, IRL deliversd an annual growth rate of 7.69 per
cent in revenues and 5.62 per cent in profits after tax for the year 2002. There are a
variety of compressors manufactured by the company, and in each of these product
categories, competition is intense from both domestic and foreign suppliers.

After Sanjay stomped out of Anand's office, Anand decided to convene an emer-
gency meeting of his senior colleagues to discuss the issue at hand. The meeting was
held fater that day.

At the emergency meeting, the sales and marketing people were appalled that rath-
er than celebrating the event for the big otder received, the room seemed filled with
gloom. According to the finance controller:

Offering this product at a price as low as Rs 9.3 million would mean undervalu-
ing the product. Besides, we will end up losing money, should we sel} it at such
a low price, since there are a lot of hidden costs involved in the implementation,
over which we do not have too much control. Our present business model of
selling such sophisticated equipment by competing on price simply does not
make sense!

On completion of the emergency meeting, Anand created a “fact-finding’ team that
inciuded Sanjay and two othets. The reason he constituted this fact-finding team was
te get a better understanding of the challenges being faced by Deccan Textiles, He asked
the three members of this team to report back their findings to him within a week.

Case study 2.1 continued
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Case study 2.1 continued
. i i i ' ed himself, ¢
‘Shoutd [RL continue to bleed, doing business this way?" Anand asked himself, al
the end of a long and eventful day, after his team of senior MANAZELS left on conclu-
sion of the emergency meeting. 'if we carty on doing business in this manaer, we will
come under enormous bottom-ling pressures. Also, we will end up growing the com-
pany at abous the same rate as the growth of the economy. L
Anand recotlected some of the concerns expressed by Simon McDonald,‘PteSLde.m,
1 Y H e -1 3 N =1 o
industrial Technologies group at Ingu‘soll- Rand, USA, dl{l inga rcct.ﬁntly he cl{< meigtlx-rjo
in the global headguarters in the United States of America o.niy a few weeks ear er,
“There is much more potential for air compressors i the Indian market’, Simon had
said confidently to Anand.

You guys in IRL are not capitalizing on this opportunit'y. Something 15 miss'm%;
somewhere. You have the right kind of people, the required technological skills,
the market seers to be there, but your growth has not been anywhere near the
‘aha’ that [ have been hoping for!

Anand came away from this meeting with a clear ciirect_ive thfxt he hadﬁto grow the do-
mestic ait compressor business at a faster clip. In parting, §1xnon advisgd Anam.i that
the way forward was for IRL to ‘do something very dlfﬁ'erent . Anellnd was: 00 sea&onled
a manager to ask Simon if he knew what that ‘something very different §hould ‘be.
The fact-finding prompily came back in a week with. their report of the ground
realities prevailing at Deccan Textiles. The findings are surnmarized as follows:

o Sales and marketing function at Deccan Textiles was under enormous pressure
to increase the company’s domestic and international market shares.

o The company’s falling turnovers and profits figures over the last three years has
had the ML of Deccan Textiles worried. .

o In his drive to cut costs and minimize waste in the company, the MD_has.gwen
the VP (Manufacturing) a clear mandate to redgce cost of production in the
three divisions, viz., textiles, cotton yarn and denim. -

e Known to be shrewd extractors of price concessions and service support frgm
vendors, the purchase department had over the years created a lot of negative
feelings amongst its vendots. . 4

+  Over the past three years the utilities manager of Deccan Texiiles had e;ncountere
numerous problems with many of the equipment {e.g., ethaust fans, ¢ ansformF?,
motors, etc)) purchased by the company. .He f?lt that tl'_us was dge to the rm;,t ce-
nary policies adopted by the company in its price negotiations with the suppliers.

o  The maintenance head had his own bag of woes to recount o the [RL team. He
highlighted the sudden breakdown of critical equipment such as compressors

Case study 2.1 continued

&7




68

Innovation Management
Cuse study 2.1 contimued

used to supply compressed air to the process plants as one of his biggest problem
areas. He attributed this to poor quality of equipment purchased.

¢ In wrying to follow the instructions of the MD, the VP (Finance) was all set to
ensuze that the company ramped up its profitability *anyhow’. His approach to
contain costs and enhance profits would clearly be through time-tested meth-
ods: very aggressive cost control on all fronts, including steep reduction in
overheads, variable costs as well as sales and marketing expenses and control-
ling investments in R&D.

All the soul-searching that followed the receipt of the report on Deccan Textiles
from the fact-finding team led to a change in the business model. Rather than simply
focusing on pushing compressors to custormners, the involuntary crisis that resulted
from bagging the Deccan Textiles order forced Anand and his team to re-examine
the value they were actually providing their customers, Intense discussions within the
team resulted in the realization that they were in the business of helping their custom-
ers like Decean Textiles to actually succeed in their respective marketplaces.

Over the next several months, this realization resulted in the company exiting from
the ‘never-ending battle of commoditization’ that was taking place even in the mar-
kets for sophisticated compressors and the resulting price wars. Instead, IRL decided
to focus on providing solutions to its customers through its ‘solutionizing initiative’,
However, this was not without its chaflenges. The company found that moving into
solutionizing threw up many new challenges relating to the people, processes, cus-
tomers and financial aspects of doing the business.

After about three years of sustained effort, the company succeeded in fully imple-
menting its new business modet, based on providing effective solutions to the cus-
tomer, rather than ‘hard sell’ a compressor as a ‘product’ as they had done in the past,
This transition hecessitated significant innovation by coming up with new services,
This led to considerable improvement in the company’s market performance, inchud-
ing revenue and profitability growth. In the case of Ingersoll-Rand, the infiovative
change in business model encompassed their entive way of doing business, and re-
sulted in a totally different business modef vis-d-vis the traditional business model
that they had followed for decades and that their competitors. continued to follow.
The results of IRL's Air Solutions Division {the new name for the Air Compressor
Division, to reflect the change in the business model} in terms of indicators of perfor-
mance relating to the financial, customer, internal business processes and employees,
have been excellent.

So what do you have to innovate in your organization? The IRL case study shows
that when pushed against the wall, it had to innovate the entire business model, there~
by leading to a change in nearly all aspects of its ‘going to muarket strategy’. There is a
powerful lesson in it for your own organization——constantly look for vulnerabilities in
your busitiess model and get your funnel of innovation flowing!

The Innovation Portiolio: What to Innovate?
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innovation Voi
oy to Innovate?

The

CESs:

Thirty thousand new consumer products are flaunched each year .. over 99 per cent of them
fail ... after marketing professionals have spent massive amounts of money trying to under-
stand what their customers want.

Clayten Christensen, Seott Cook and Taddy Helll

LEARNING OBJECTIVES After you read this chapter, you should
understand:

*  Why innovation processes work best when they are structured, organized and
disciplined

*  Why in-the-box thinking leads to out-of-the-box creativity

*  What the four innovation *voices’ are

*  How to use the five arithmetic creativity templates

. W?‘tat product profiles are, how to build them and how to use them for inno-
vation

¢ How to use empathic design

*  How and why customers can be great innovators

®  How tw adapt onie of the five innovative-process templates to your organization

°  What the inspiration/perspiration ‘eutectic point” is

*  What the six myths about creativity are and why they are false

o How to listen to your inner voice {intuition) when innovating

3.1 Introduction

The first two chapters explored why and what to innovate. This chapter examines how.
It defines each of four innovation ‘voices’ as a source of inspiration and methodol-
ogy for result-oriented innovation for growth and profit: products’ voices, customers’

The Innovation Voces: How to Innovate

voices, organizations’ voices and our own inner, intuitive voices, We offer tools and
techniques for listening to each of the voices and for extricting maximum innovation
value and information from them. The sole objective is to find ways to significantly
improve the daunting odds against success facing innovators.

The core message of this chapter is: Effective, upplicd creativity, the foundation of innove-
tion, is structured, disciplined and systematic. Great innovalors have @ system,

Research overwhelmingly supports this. Paradexically, it has been found that ‘out-
of-the-box’ thinking is best doue inside the box, where "box’ represents the real con-
straints in which innovators must operate—technological, psychological, business,
financial, human. The main reason is that ¢/f innovation is constrained in some man-
ner. It is unwise to discard or ignote the ‘box’ {constraints); better, rather, to know
where to position the box, i.e, to know which constraints must be accepted and which
can be ignored.

3.2 Thinking ‘Inside the Box’

The phrase ‘think outside the box’ is at least 30 years old. Its origins lie in a famous
puzzle (Figure 3.1). To solve the puzzle, connect nine dots, arranged in a square
grid, by drawing four straight lines without your pen leaving paper. The only solu-
tion to this puzzle is one where some of the lines extend beyond the border of the box
{Figure 3.1).

.Figure 31 “Out-

71

Join the dots with four connected straight Enes without your pen leaving the paper.

Source: Authors.
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Qur own mind rends to limit cur pen within the imaginary box formed by the nine
dots. This box may be imaginary, but such imaginary boxes are at times more confin-
ing than iron cages.

The puzzle Blustrates the principle that innovators need to discard self-imposed
constraints, such as the assumption that the lines must remain within the box, to cre-
ate novelty. But the tue secret of creativity and innovation lies in thinking inside the
box, because in business and management, boxes (constraints) afways exist. The ques-
tion is, which of the constraints are truly constraining and which are not and can be igneved. The
small box formed by the nine dots is not a real constraint. But the need to draw four
connected straight lines &.

Here are two examples of outside-the-box inside-the-box thinking, from outer
space and from inner space.

Years ago, engineers and scientists at . nerica’s National Aeronautical and Space Ad-
ministration (NASA) v +c¢ dealt a woveve blow. The problematic ‘box’ was the maximum
weight constraint. Because of problems with their hiunch rocket, the Mars explorer
spacecratt they bad spent years designing was found to be too heavy. The rocket lacked
thrust. Bven after paring down its weight to the bare minimum, the rocket could not
get it to Mars. It looked like the mission would have to be cancefled, a waste of years of
work. The ‘box’ had changed—and threatened the idea itself.

. .One.creative engineer refused to give up. He solved the problem with creative think- ‘
i mo that was both 11131de the box (the available rocket thrust} and outside the box (the
' trajectory).

The Mars explorer was not launched toward Mars. At this innovator’s suggestion,
_.it'was launched in the opposite direction toward nearby Venus! The rocket Thad just

- enough thrust to get it to nearby Venus. As it circled Venus, the planet’s gravity acted
fike a slingshot, accelerating the spacecraft and shooting it toward Mars. It reached
"Mars and sent back thousands of photographs.

Source: hitp:/fen.wikipedia.org/wiki/Voyager_program_(Mars)

Was aiming the rocket straight at Maus a rigid ‘box’, like the rocket thrust? In fact,
it was an unnecessary assumption. Eliminating it led to an innovative 'in-the-box’
(and ‘out-of-the-box’} solution. Note how powerful kidden assumptions ave. It js
natuzal to assure that you must send the rocket in the direction of your objective.
Smashing ‘assumption boxes’ is a proven tool for coming up with path-breaking
inventions.
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Yet ‘boxes” are also wondertui spurs o creativity. By facing up to constraings on
time, money, space, weight and technology, innovators dream up amazingly ingenious
solutions. Ignoring real boxcs generates ideas that at best ave scrapped, and, at worst,
swallow resources futitely betore failing. Yielding to unreal boxes leads to more-of-
the-same ideas. Great innovators know which constraints can be discarded.

In the early 1980s, two Australian scientists, | Robin Warren and Barry . Marshaif,
decided to prove it was a bacterium that caused stomach ulcers, not stress. Thefr wild:
notion faced several constraints—vested interests in the prevailing wisdom, including |
drug companies, ulcer surgeons. and psychiatrists and psychologists who treated stress;:
and science--doctors had been taught for years that no microbes could grow in the
stomach’s corrosive gastric juices. War ren, a pathologist, had seen Helicobacter bacteria
in stomach biopsies as early as 1979. 'Once | started looking for them, they were obvyis
ous,” he said, ‘but convincing other people was another matter.” A librarian found that |
doctors had described the bu.tel i in published papers as carly as the late 19th century;
but their findings had been ignored. Warren and Marshall were ridiculed by their peer
In desperation, DrMarshall performed a famous self-experiment—he swallowed a<ul-
ture of the bacteria, got an uice1 documented it and was cured with an antibiotie: ot
the standard cure. Warren and Marshall won the 2005 Nobe! Prize for medicine. -~
Atormer medical schoot dean, Dr Samuel Heliman, commented how doctors ‘ofté
fall in-fove with a hypothesis .... Medicine’s peer-teview system ... tends to adhere
" to.things that are consistent w1ti1 prevailing beliefs and models” So do unsuccessfuﬂ
innovators, he might have added. S

Source: From Lawrence K. Altman, MD, "Nobel Came after Years of Battling the System’, New
York Times, 11 October 20085.

Warren and Marshall worked inside the box of medical science, but out of the box of
rigid mindsets and prevailing assumptions. And they flisiened--to their ‘product’ (ul-
cers), their patients, their organizations and their own inner voices.

Gut-of-the-box thinking, combined with a healthy respect for the inevitable boxes
that cannot be avoided, can be greatly assisted by a process called ‘reframing’. Expe-
rienced inpovators know that one way to crack a very tough innovation problem is
simply to reframe the question being asked.

Innovators often ask, what features can we ada to the existing product to im-
prove it?

Why not ask, instead: What features can we remowe? Designers at Philips asked
this, and created the highly successful one-button DV player. So did Apple, with the
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one-bugton iPod, We will return-to this theme of ‘innovation by subtraction’ later in
this chapter.

A new book by behavioural economists Richard Thaler and Cass Sunstein makes
the point strongly, that how issues and choices are framed makes a huge difference in
our behaviour? Of course, advertising agencies know this better than anyone—they
use it constantly to frame’ their ads and influence our choices. Dan Kahneman and
Amos Tversky wrote extensively about it—they noted, for instance, that if & surgeon
telts you that your chances to ot to survive an operation are 3 per cent {1 time out of
20, you will diel), patients reject it, but when they are told their chances are 95 in 100
to survive it, they tend to accept it (even though the facts underlying the choice are
identicai—they have simply been ‘framed’ differently).

So, when tackling innovation, and when you are stuck, try reframing the question.
Ty asking it differently. Tty changing direction. Nudge yourself in a ditferent direc-
tion. Chances are, you'll come up with solutions you might not have reached other-
wise. Thinking both in the box, and cutside it, is often a matter of how to eliminate
the unseen chains of unnecessary boxes by redefining the problem.

3.3 The Four Voices

Innovators, itis said, are inspiring speakers. They lead by communicating their unique
[nnovative vision to their people, teams and organizations.

This is sometimes true. But what is always true, we believe, is that innovators are
outstanding listeners. Their ears are literally to the ground.

Geologists tell us the earth rests on continent-sized tectonic plates that drift on
a sea of hot liquid rock. The plates move a few inches a year, slower than the rate at
which fingernails grow. Though very slow, their movements are inexorable. In places
where plates meet and collide, such as where the Indian plate encounters the Eurasian
plate, earthquakes occur, like the recent tragic one in Kashmir.

Innovators live on the business equivalent of tectonic plates. To succeed, they need
the human equivalent of a geologist’s seismograph, a highly sensitive one, to listen to
underlying trends, some of them initially faint but potentiatly powerful,

As an aspiring innovator, to whom should you listen, and how? How can you con-
struct your own sensitive, internal seismograph? There are four different voices you
must listen to regularly:

*  The voice of your own products and those of your competitors
«  Your custoners’ voices

¢ The voice of your organization

« Not least, your own fizner voice

Here, in turn, is how each voice can lead you to profitable innovation. We be-
gin cur discussion with a case study, LEGO, which exemplifies how an embattled

The Innovation Voices: How to iInnovate

Danish family business survives by listening, in its own way, 1o each of the four
voices.

Case Study: LEGO: Big Company, Little Bricks * .

75

LEGO is an example of a great innovator that has struggled for profit. The name LEGO
comes from two Danish words, feg gods, meaning, ‘play well’. LEGO is the Danish
family-owned company that makes the famous LEGO ‘automatic binding bricks’ first
patented in 1958. The secret: tiny tubes that ensure the bricks lock together firmly, with
machine tolerances as small as 0.002 metre.

LEGO is a great serial innovator and, by sales, is the world’s fourth-fargest toymaker.
After the initial LEGO brick invention, LEGO innovated LEGO Technic {advanced
LEGQ bricks), Minifigures, LEGO Technic computer control {with MIT Media Lab),

LEGOLand theme parks, LEGO Mindstorms {the intefligent LEGO brick, integrated
with robot technology), LEGQ retail stores, Clikits {(a new design for girls) and Bionicle
(combines construction toys and action themes).

For the first LEGO toys, carpenter Ole Kirk Christiansen listened to his inner woice.
His son, Godtfred Kirk Christiansen, pioneered interlocking LEGO bricks, in part,
by listening to the product itself. The grandson of the founder, Kjeld Kirk Kristiansen,
retired as CEO in 2004; his skill lay in listening to LEGO's customers. Today's LEGO

computer video games. LEGO is squeezed at the high end of the market by these games

" achievement than achieving growth and profit in fess Darwinian industries.

2 T

Source: http://en.w—ikipedia.org."wiki/O!e_KirkﬁChristiansen

We begin our discussion of the four ‘voices’ with the product itselt.

3.4 Voice of the Product

Listen to the woice of your product. [t will tell you how to change and improve i, sometimes vadi-
cadly, if you just listen to it carefully.

“. managers, when upgrading a LEGO robot kit, Mindstorms, listen to their customers, -
~in interesting and novel ways {(recounted befow), and kisten to the LEGO organization; -
- adapting its innovation system to its culture, history and personality.? Despite these.

“successtul innovations, for' LEGO it is an uphill battle, Increasingly, children prefer |

: and by cheap Asia-made imitations at the low end. As a result, LEGO has lost money:
i three of the past five years, despite its innovations, cost-cutting and restrycturing, -
' Yet had it not been for inmovations like Mindstorms, LEGO would have disappeared .
. -16ng ago. In competifive industries like LEGO's, sometimes survival is an even bigger
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But how? Here are two related approaches, ‘innevation templates’ and ‘product
profiles”. Both provide a systematic, structured approach o a process known as
ideation (the process of developing novel ideas) that is widely (and wrongly) believed
0 reguire an unstructured, almost chaotic approach.

The innovation template method is based on the thinking of a Russian inventor
and scientist Genrich 8. Altschulier, who studied thousands of creative ideas and
identified the patterns that created them. Some of his early thinking on the subject
was done white he was a prisoner in Stalin's gulag, jailed for criticizing the Soviet
establishment’s disial lack of innovation. Theory for Inventive Problera Solving
{TRIZ), 2 method widely used by engineers all over the world, is based on Altschullet’s
ideas.

TRIZ, a Russian acronym for Teoriya Resheniva lzobretatelskikh Zadaich, meaning
“Theory for Inventive Problem Solving’, is a method for generating innovative ideas
and solutions for problem-solving. TRIZ expands approaches developed in systems
engineering and provides tools and systemic methods for use in problem formula-
tiony, system analysis, failure analysis and patterns of system evolution (both ‘as-is’
and ‘could be’). In shatp contrast to techniques such as brainstorming, based mainty
on random idea generation, TRIZ aims to create a svstematic, algorithmic approach
to the invention of new systems and the refinement of old ones,

A particularly powertul version of Altschuller’s algotithm was developed by a group
led by Hebrew University Professor Jacob Goldenbery, and is today applied across the
workd by a Tel Aviv-based company, Systematic Inventive Thirking (SIT). ‘Don't listen
solely to the voice of vour customer,” cautions Goldenberg. Customers are creatures
of habit and become habituated to overcoming deficiencies inherent in the preducts
and services they buy, to the point where they may be unaware of those deficiencies
and unable to articulate them. ‘Listen to your product, Goldenberg advises. Analyze
your products’ feattres.

The SIT approach uses five patterns, or templates, to guide innovation based on
those features. Here is our own, simplified version of the templates, which we trust
does not distort or devalue the original SIT version; we recommend that readers read
and study the full version.’

If you can apply one of these four basic atithmetic operations to your product’s
voice, we argue, then you can achieve winning innovations;

L. Subtractior:

Most innovators begin with addition—by adding features on to an existing product.
Why not subtract? Most products today are excessively complicated (e.g., the
‘programimable’ VCR that nobody can programmey, because many innovators assume
wrongly that innovative product improvement invariably involves more and better features.
Philips, aided by SUT, came up with a winning sleek design for its DVD player, with a
single button for control, by applying subtraction single-mindedly. Precisely because
ftis counterintuitive, subtraction often generates powerful new innovations.

The Innovation Voices: How to Innovaie

2. Addition - e the
A conventional approach is to add features to an existing product. Examine the

product, observe carefully how customers use it (see later, voice oF thelcustomer:
empathic design), and lock for features that stl‘engthen ic produc‘ts unique \'al'ue.
For instance, Cirque du Soleil added to the conventional features ava;lab-le ag Ri_nglmg
Bros/Barnum and Bailey circus—artistic music and dance, and a refined viewing
environment.

A different approach to addition involves combining two or more proc}uct features,
te make one feature perform two different functions. For instance, de_mgners of the
early Volkswagen Beetle used air pressure from the spare tye in .the front trunk 1‘0
power the windshield wipers. This form of addition is often effective for cost reduc-
tion as it was for YW. o .

Finally, author Daniel Pink notes that ‘the most powerful ici.ea::’ come from simply
combining two existing ideas nobody else ever thought to unite”. For 1rfstance, Re-
ese’s Peanut Butter Cups that combine peanut butter arfd cll?colate. {Sce tl"{e case
study on Viewmax in Chapter $—Do Hyun Kim combined TV and VCR for LG

Electronics.)

3. Division . . 3
Divide your product into its component parts (physicaly, or by fL}l’]Cthll). Look at the
parts, thert reconfigure them in unanticipated ways, to create u_ntoreseen‘ beneﬁ'fs. An
Israeli household rug cotpany took a standard rug, divided it into four ruglets’, and
created an innovative product—a rug that could be asseml_aled in unique ways, or used
as four separate small rugs, or two smalfer rugs. Sony engineers separa_lted record/pia?r
heads of a tape recorder from its speakers (with earphones), to make it sn'.xai.ler, and a
new product, the Walkman, resulted (but not before the engineers were ridiculed for

creating a tape recorder that could not record).

4. Multiplication o - -
Once you have an innovation, <an you multiply it, to create a whole product line, ben-

efiting from scale and scope? This is known as a platferm strategy. (See Chapter 10 for
a discussion of ‘platform feadership’--using multiplication to create a range of man{/c
products out of one innovative design.) There are more tl?an. 200 different versions of
the Walkman, making this innovation a veritable industry in itself. Apple, too, has used
mudtiplication to create many varieties of iPod. . - o

A design principle cliché says: ‘form follows function’. The SI'F innovators 1mi‘t’rt
this, saying ‘function follows form’—listen to the preduct, study its form and derive

new functions from it.

There is a fifth SIT template that does not fit easily into the fqur arithm?.tsc opera-
tions, which we may call #ransformation (in fact, also a mathematical operation, but in
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A start-up company we studied invented remarkable technology for producing ed-
ible straws-—straws stiff enough to drink through, yet made of tasty food-like mat~
ter that could be eaten. The technology was patented. The same material could
produce edible plates and cutlery (forks, knives and spoons). The ‘cutlery’ product
had the following key features: functionality, hardness, elasticity, weight, price, ap-
pearance, storability and shelf life. The “snack’ product had the foliowing features:
taste, textire, colour, sweetniess, appearance, aftertaste and natural food content.
The standard cutlery features were transformed, to take on ‘snack’ features. But
the company had difficulty defining whether it would sell the product mainly as
an edible cutlety, or as a cutlery-like snack novelty. The product did not reach the
market,

Source; Authors.

A wa frdﬁﬁ_(our Life?

Professional golfer Phil Mickelson is one of golf's great athletes. When his wife Amy |
was diagnosed with cancer, and his mother as well, Mickelson took time off from the ~
Professional Goifers” Association tout to care for them. Later he returned. He told the

press:

U've always loved competing, whether it was for 2 soda, a golf ball, tees, or on

the PGA TOUR for huge purses. I missed the competition. I also just thiss.
being on the golf course. [t's where I've grown up, and I just love this game

of golf.

it occurred to us, in reading what Mickelson said, that often we learn about what we'
love most only when they are gone or missing. In everyday life, we simply act on habit.
and take those crucial parts of our lives for granted—activities, jobs, work, skills, profes- *

siont and loved ones.

Soutree:
com/2008/09/17/simply-wonderful/

matrix algebra). You transform a product by giving an existing feature an entirely new

role. Here is a case study.

5. Maital, “Simply Wonderful!’, TIMnovate blog http/timnovate.wordpress.
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3.5 Profile Your Product for Profit
and Growth

No cne in the history of the world ever bought a car. Or, for that mat-
ter, a TV, VCR, house, toaster, computer or stereo. [t &5 true that the
6 bitlior inhabitants of the world, in 225 countries, buy about 16-18
mitlion vehicles every year. Overall, they buy some $43 trillion worth
of cars, TVs, VCRs, houses, toasters, computers, stercos and much
more (accounting for bulk of the world GDP) each year.

But what are they really buying? They are buying the pleasure-
giving, problem-solving and want-satistying properties, or character-
istics of goods and services. Ultimately, people buy what products do
for them.

Define ‘features’ as ‘what products do for people’ in order to satisty
their wants and needs. People buy goods and services because they have
features they want. By ideniifying, measuring and benchmarking prod-
uct features, and by systematically examining which existing features
should be improved and which new features should be added, the often
chaotic process of innovation and new product development can be
systematized to attain greater profitability and faster growth. This is the
essence of our feature-driven innovation approach.

. This approach has originated and evolved largely independently in
four different disciplines: econormics, marketing, competitive strategy
and management of technelogy and innovation. Perhaps the most
compelling version is that of Kim and Mauborgne, whose ‘value in-
novation’ and ‘blue oceans’ toois have been used successfully by many
innovators.

Here is how to listent to your procuct’s voice, profile your product and
generate winning innovation. In many ways, this tool, variously known as
feature-driven innovation, or value innovation, is similar to the Altschull-
er ‘innovation template’ approach. It is implemented in four steps:

1. Choose the fundamental characteristics or attributes that cap-
ture how the product, process or service creates value for cus-
tomers. These attributes usually number between five and 12

@

ACTION
LEARNING

Subtract—and Improve Your
Life
Practice ‘mental sublraction’ on
your life. Take away some things
from your fife—your profession,
friends, people, possessions. Pig-
tre your lile withoul one thing.
How does it feel? We can improve
our fives immensely by subtracting
parts that are burdensome, un-
necessary and unhappy. We can
also improve our seff-awareness
by learning through 'mental sub-
traction—understanding  which
parls of our fves bring us trye
happiness—iike Phil Mickeison.
What does ‘menlal subtraction’
tell you? Listen to it—and then act.

ACTION
LEARNING

Applying the Five Mathematical
Operators

Take your organization's prod-
get, or any product you like and
ouy. Study it carefully; examine
its functionality. Then, apply one
or more of the five mathematical
oparators listed above {subtract,
add, divide, multiply, transform) to
create an innovation. Begin with
subtraction.

{even for complex products, the main value-creating features usually do not
exceed a dozen), and must be measurable, even if the measures are at times

subjective,

2. Measure those attributes and do the same for comparable competing products.
Choose your benchmark carefully; sometimes, the competition for software is

a pencil (see the case study on Quicken later).
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3. Graph, aggregate, and otherwise analyse, the product’s strengths and weak-
nesses, across all attributes.

4. Use the resulting ‘product profile” or “value curve” as a tool for innovation, by
asking:

* Can [ create an innovative product by eliminating some features, perhaps
using the savings and resources to swengthen others?

» Canlereate an innovative product by adding ene or more completely new
features? {Table 3.1).

There are four ways to innovate, based on product features. You can:
5

Jaise existing feature or features above industry standard

J

ntroduce totally new feature or features
-ower feature below industry standard to reduce cost and price
Zliminate features low in value to reduce cost and price

seurce: Authors,

Here are two examples of how product profiles can generate successful innova-
tions: detergent and wine.

After losing market share, the Indian detergent company Hindustan Lever Limited
(HLL} launched a new detergent known as ‘Wheel'. It did this by creating a new ‘prod-
uct profile’ (Figure 3.2), which included features not present in existing detergents. -
"Wheel’ targeted the villages (there are a million of them in India) with door-to-door
sales, taitored the product to those who previously did not use detergent, created a
formuia suitable for hand-washing in rivers, eschewed expensive national media ad-
vertising and instead wsed local fairs and vans. The resuft: substantially higher return
on HL.Ls capital.

Cuse study continned

8t
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[—a— High-end detergents; —s«- Wheel |

Source: Bernardo Sichel (Director of Consulting, Decision Sciences Entema_tional), "Valuie
Innovation for the Bottom: of the Pyramid: Profitability Pursuing Superior Value and
Low Cost in Emerging Markets (Really)’, DSI Quarterly, www.thinkdsi.com

In the late 1990s, a small family-owned Australian winery, Casella, entered the US_“‘fme
market which is characterized by 60,000 new wine labels yearly, intense competition,
and consofidation {eight top companies controlling most of the volume). [raditionally,

Case study continued
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wine appealed to knowledgeable connoisseurs. But Casella’s innovation, ‘Yellow Tail’
took a new approach, appealing to those who normally did not drink wine, New fea:
tures were added to coaventional ones (Figure 3.3): easy drinking, easy selection and
above all, ‘fun’. Only two Yellow Tail wines were made: one red, :ne white. The wir;e
had a soft, sweet and fruity taste, The logo on the bottle was a kangaroo. Yellow Tail
quickly became the number one imported wine in the United States and the fastest-
growing wine in US and Australi.a history. The key: Yellow Tail’s recognition that
only one Americana in four drank wine, that the potential market among non-wine-
dx'mkers'was far bigger than among those who already drank wine and the key to this
market, in turn, was a new product profile.

Ijﬁw Premiun wines; -a- Budget wines; -+ Yeliow Tﬂ}

fowre: B.c—:l'nardo Sichel (Director of Consuiting, Decision Sciences International), ‘Value
naovation for the Bottom of the Pyramid: Profitability Pursuing Superior Value and

The Innovabion Vorces: How wo ot

An advantage of the “product profile” approach to innovation is that it is visuel We
believe modern innovation tools should generate visual images. Only when senior
managers can convey their vision and direction clearly will that vision be implement-
ed; to this end, there is no substitute for a sharp, striking and memorable graphic
porrraval of that vision.
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Here are two additional examples of feature-based innovation in action, Palm Pilot
and 'Centrino’, Intel's innovative microprocessor.

Jeff Hawkins developed zn idea for a consumer-focused handheld computer while he
was vice president (Research) at GRIiD Systems, a manufacturer of pen-based comput-
ing devices. He founded Palm Computing to develop a new generation of Personal
Digital Assistants (PDAs), in January 1992, with backing from Gril)'s parent, Tandy
Corp. A joint venture with Tandy was formed in 1992, with Casio brought in as a man-
ufacturing partaer. Two products were produced, Tandy's Zoomer and Casio’s Z-7000.
Stmilar to Apple’s Newton, both flopped,

Palm then adopted a feature-based approach. They surveyed their Zootrer customers
and found that customers” purchase decisions were driven by four product features:

Connectivity

Size, shape and weight
Data entry
Performance

* & & =»

They found that 92 per cent of Zoomer owners had PCs, and of those, half were
buying Palm's rudimentary connectivity pack that made it possibie to link their Zoom-
ers with their computers. It became clear to them that ‘connectivity with the PC’ was
an extremely important feature.

As a leading software developer for PDAs, Palm was able to see what products Mo-
torola, IBM, AT&T and HP were developing. Palm became convinced that the other
platforms ‘had missed in each of the areas customers most wanted: connectivity, form
factor, data entry and performance’.

Jeff Hawkins originated the core concept for a connected organizer as an accessory
to the PC, making connectivity a central driver of the design. The Pilot 1,000 and Pilot
5,000 were announced in January 1996. The resulits were ‘astounding —at a price of
$299 afl-in-all, they ‘reinvigorated the market for handheld computing devices’. The
company shocked everyone in the industry, as everyone had assumed that Paim was
ouly developing software applications,

Source: From Thomas J. Kosnik, Rajesh Atluru and Keven Wasserstein, 'Palm Computing—

Low Cost in Emerging Markets (Really)’, DSJ Quarterly, werw, thinkdsi.com
The Pilot Organizer’, Case Study #9-599-040, Harvard Business School.
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According to Stephen H. Wildstron, a Business Weel coluranist writing in the year 2000
Intel has lta_um:d laptop computers into ‘speed demons’, matching the performance of
desktop PCs, "[hel probiem is, the fastest microprocessors drain batteries quickly, he
;mted. A laptop with a 650 MHz processor gives about two hours of battery life. Intel
128 Pl TesOUICes an‘d energy into boosting speed, because faster processors cost more
and have higher profit margins, and the product feature ‘speed” has become the core of
Intel’s unique value proposition.
] swe (2 9 Fer e NeBis °F
But there is a feature-based trade-off between speed and battery life, Is innovation

t 4 )‘\‘-‘- > ‘é SO 1 B s . S =P H .
‘h.'(t bo;??s speed rather Lhﬁ‘m sceks longer battery life what buyers really want? Witd-
strom ¢ cum};d iilat he wouild be happy if some of the engineering genius that goes
into producing faster machines at the expense of battery life ‘went into making slower
notebooks that run longer’. However, he noted, “speed sells’

.A.s.\zl\flld—;trom was writing those vf‘ords_. teams of Intel engineers were developing
Fl ecisely what h_e asked for—a powerful microprocessor called Centrino that provided
onge: battery life, to suppart wireless computing—'Unwire your World’, became In-
tel s;) F;fﬂw inarketmg slogan. Intel's new unique value proposition shifted from speed to
movility. Laptop computers, now seiling mor i

y 3 s¢ re units than desktops, themsel i

1o Laptop ¢ _ g S selves v
the need for this innovation. e oreed

source: The article that anticipated the Centrino microprocessor is Stephen H. Wildstrom
. ’

Laptops Catch Up to Desktops’, Business Week (7 February 2000): 8.

ACTION 3.6 Voice of the Customer

LEARNING

duct You Are Famil-

1asg-market proguct
‘ou are familiar and
purchase reguiarly.
key teatures for this
reach feature relative
3 compelitor. Draw a
ile. What strategic
san you draw for this
15 the praduct profile
15 for innevations for

The great gift of human beings is that we have the gift of empathy.
—Meryl Streep?

Atter listening to the voice of our product, we now look for ways to
l{sten 1o the voice of our customers. But how can innovators effectively
listen to their customers, when their customers are unable to clear]
articulate or communicate their true needs? Y
Anthropologists claim that two-thirds of all communication is
non-verbal, done by body language, gestures, facial expressions and
other ways of ‘speaking’. it follows, then, that innovators must learn
o become amateur anthropologists, who ‘listen’ to their customers b
closely watching them. ’
But how?

The inmovatve Vices: Fow 0 Innovade 85
A proven approach by Dorothy Leonard and Jeffrey Rayport is known as empathic
design: watching customers use products and services in real-world scttings, in the
course of everyday routines® ‘Empathy’ is a fecting of concern and understanding
for another’s situation or feelings, or ‘climbing into another’s mind to expericnce the
world from that person’s perspective’”.” [ differs from spmpathy, sharing the teelings or
interests of another, because with empathy, you do not share, you actually feel what
others feel. ‘Sometimes’, note Leonard and Rayport, ‘customers are so accustomed to
current conditions that they don't think to ask for a new soluton.” By empathizing
with how customers veercome difficultics inherent in ‘current conditions’, new product
ideas emerge in droves.
According to Leonard and Rayport, erpathic design follows the following four

stages:

1. Observe

2. Capture data

3. Reflect and analyse

4, Brainstorm for selutions

They are illustrated in the case study, Quicken.

1. Observe

Intuit is the leading producer of bookkeeping software. in 1984, in Pale Alto, Catifor-
nia, near Intuit’s hometown of Menlo Park, Intuit founder and president Scott Cook
ohserves several well-dressed wotnen, members of Palo Alto junior league, sitting at
keyboards trying to use computers o write cheques. Cook watches. Empathizes. And

learns.

2. Capture Data

Tntuit developed a version of empathic design known as ‘Follow Me Home', in which
Intuit managers closely observe customers as they buy Quicken, open the celiophane
wrap, load it on their computers and begin to use it. They never intervene, even when
tempted, but observe, take notes and sometimes videotape.

Case study continued
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3. Reflect and Analyse

A year earlier, in 1983, Cook had an epiphany. Realizing that more and more con~
sumers and small businesses were buying PCs, he saw that software that wottld write
cheques and keep financial statements should be z hit product, because software could
automate dull, humdrum bookkeeping tasks. The problem was: there were already
dozens of such products on the market. Cook had to find a way to compete, He asked
a group of women from the Palo Alto junior League to sit in front of computers and
operate Quicken. Some had never touched a computer in their life.
‘People couldn’t be bothered learning a complex programme,” he found. There was
a big market: but the product had to be cheap, fast, hassle free, easy to use. Cook
benchimarked Quicken not against other software but against the leading competitor,
the pencil. The first conclusion: Quicken had to be very cheap, priced atobetween $20.
and $50, because pencils sell for a dollar a dozen. By matchiné the pencil’s ease-of-use
(making Quick exceedingly simple to load and run), and adding other featuires that -
pencils lack (speed, accuracy), Quicken’s product profile dominated that of the pencil..
It lacked a large number of optiona features that competing software had—but people:
did not find those options important. As a result of another empathetic insighf,-Inttiif-
.+ observed that buyers of Quicken were not using it to manage their cheque books-—they:
~were managing their small businesses with it! R

4, Solutions

- Knowing how customers were really using Quicken enabled Intuit to adapt and sell;
in a focused way, a market it had not been aware of previously: small businesses:”
.- Quicken became the #1 product in jts area, and was in fact so successful that

- billion acquisition offer from Microsoft to acquire Intuit was vetoed by the US Ju

- Department on antitrust grounds. S e

b = T

ource: John Case, ‘Customer Setrvice: The Last Word’, Inc., April 1991.

Product profiles are always scen relative to those of competitors and require choice
of a benehmark against which the product is compared. Picking the right product is
essentia. The story of Quicken iliustrates this point well. Entrepreneur Scott Cook
wisely benchmarked his software not against other leading personal financial sofiware
packages—but against his real competitor: the pencil! The result was to focus Intuit’s
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creative energies on making Quicken as simple and user-friendly as humanly possible,
resulting in a winning product.

Democratizing innovation: One of the most powerful models of innovation in-
volves using lead users, or key customers, as full-blown partners in the process of
new product design starting with ideation. Here is how LEGO implemented this idea
successfully, with the upgrade for its Mindstorms product,

Case Study: - LEGO’s Mindstorms: When Your Cisstomers Innovate

‘In Billund, Denmark (LEGO’s manufacturing centre}, not only is the customer right,
he’s also a candidate for the R&D team,” notes a journatist in Wired magazine. How is
this done?

LEGO's innovative Mindstorms, which combines LEGO bricks with program-
mable robots, debuted in 1998 and with no advertising became LEGO's all-time
bestseller. It sold 80,000 units in its first three months, and 1 million units in all.
But six years later it needed an update. LEGO lost $238 million in the fiscal year
2003.

In September 2004, LEGO executives felt the Mindstotrns innovation team needed
a fresh perspective. LEGO decided ‘to outsoutce its innovation to a panel of citizen de-
velopers’, known as a Mindstorms User Panel (MUP). Such panels often serve as ‘beta’
sites {testers of prototypes and working models). But LEGO's MUP was different, It
would actually design and invent. Four members were chosen, from a short list of 20.”
They received no pay and even paid their own airfarel They met with Soren Lund, head
of Mindstorms, in Washington DC, to hammer out the final details of the upgrade,
known as NXT. “Why are you doing this?,” Lund asked them. Because, they said, they -
were playing a vital role ih shaping a product they loved. According to Wired magazine;
‘[O]pening the (innovation) process engenders goodwill and creates a buzz among the.
zealots, a-critical asset for products (like Mindstorm) that rely on word-of-mouth eva
gelism.” If NXT is a hit, the ‘democratized’ innovation process may be extended to thie
tull range of LEGO products. :

Source: Brendan 1. Koerner, “‘Geeks in Toyland’, Wired News, http://www.wired.com/culture/
lifestyle/news/2006/01/69946 2 currentPage=all

Product opportunity gaps (POG): A useful approach for listening to the voice of
the customer is what authors Jonathan Cagan and Craig M. Vogel call POG.? But
how does an innovator identify such tends? The authors recommend using so-
cial, economic and technological factors (SET) that create new trends and generate

POQGs.




88 Innovation Manageen

PEFINITIONS

* POG: The gap between what is currently on the market and the possibility for
new or significantly improved products that result from emerging trends.

e SET: The changes in social, economic and technological factors that pro-
duce new trends and create POGs.

Cagan and Vogel describe a vegetable peeler; its designer's wife had arthritis and had
rouble gripping existing peclers. The POG was the opportunity to design kitchen
utensils that were easy to hold in the hand as well as being aesthetic (so the user would
not be labelled as "handicapped’). The designer used SET as follows:

* Social: Increased awareness about the needs of the physically challenged; grow-
ing numbers of older people; more food preparation in the home.

* Economic: High disposable income among seniors; more spending on house
wares; children buy aids for aging parents.

* Technology: New molding techniques, new application of necprene.

A revolutionary grip for the peeler was designed, that was comfortable, convenient
and aesthetic. Ultimately, the company faunching the new peeler made the new handle

a part of every one of its products held in the hand.

Source: Jonathan Cagan and Craig M. Vogel, Creating Breakthrough Producis: Finovation from
Product Planning to Program Approval (London: FT Press, Financial Times, 2002).

A powerful source of inspiration for innovation can often be the immediate needs of
-those we love, Here is a powerful example about an innovator named Forvest Bird, He's
in his late 80s, stifl working 12-hour days, still inventing and still flying his 21 planes.
Chances are, you never heard of him. But odds are good that you know somecne
whose life he saved. Bird invented the respirator—the device that keeps people breath-
ing when they cannot themselves, His Baby Bird respirator has saved numerous babies’
lives, inctuding the lives of two of his neighbours in Idaho, now strapping young men.
As with all inventor stories: he identified a need, and satisfied it, using his skills,
inventiveness, creativity and determination. His respirator, that helps lungs breathe,
is based on his knowledge of aviation. ‘In the lung are rudimentary air foils. It's like

Case siidy continued
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a mitlion airplane wings all down through the tungs. I and out, all the way ti_n‘ough,
that facilitate your normal, spontaneous breathing. So it was just applying all this," Bird
explains. “Taking it from aviation.” ft sounds simple enough, a concept evenl sg:hool klds
can grasp. But i reality, the human lung works with mind-numbing com_plexny: For Lis
own education, the military sent Bird to medical school. And though his studies ok
him to the outer limits of science, his next respivator was stili definitely fow tech. For
example, he used strawberry shartcake tins o construct one of his carly machines, ‘And
what [ did was, [ put a diaphragn in here so that wheu you did that, it would drop the
pressure and this magnet would grab it and hotd it off,” he explains, Back then, thcre
weren't many options for people with respiratory problems. The worst cases requu:ed
iron lungs, which were big, primitive, expensive and confining. So Bird kept on trying
to develop a small, affordable device that could awromaticaily help people preathe. Eis
breakthrough came in the late 1950s with the ‘Bird Mark 7' respirator, a device so effec-
tive that the Air Force made a training film about it, with Hollywood music and all. ‘We
were able to assist your respiration. We could control it,” Bird explains.

Bird's respirator kept his first wife, who suffered from advanced emphysema (lung
disease), alive for many years, Ultimately she died of the disease, whcnl her l'ungs were
simply destroyed. Bird makes his respirators in klaho, in the complex in which he has
his home and lab. They are used ail over the world.

What can innovators learn from Forrest Bird?

+  Build prototypes. Use what you have. They can be crude—but they are essential,
Paper business plans are just not enough. ‘

s Use what you know. Bird understood aviation, air foils, aerodynarmics, and transferred
this knowledge from airplane wings to lungs. Find knowledge in *X” and transfer to
“¥* when no one else has thought of doing it or has seen the connection.

Keep innovating. Bird is still coming up with inventions and improveinents. Cre-
ativity is not the sole province of the very young. Older people may have harder
arteries, and poorer memories, but they have the wisdom of age and ages. .

«  Accept huge challenges. When Bird invented his respirator, marny geople, includ-
ing children, were doomed to huge Iron LungsMbreathin.g machines that were
expensive, confining and very non-portable. Most people just a_lccepted the fact
that those constraints were a necessary part of survival, especially for children
who had polio. Bird did not. His first model was patched together, and was oper-
ated by a door knob—push on it, and air streams into your lungs.

e Make it yourself, if you can. You don't have to assume automaticaily tt}at you can
only make your device in China. There are huge advantages to making it right
next to your development lab. If it's in [daho, you can hav‘e your home next to
your plant, right next to amazing mountains and a sparkling clear lake (where
you land your seaplanc), fike Forrest Bird.

Source: Authors.

)
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Meet John Maeda, Maeda is a world-renowned computer scientist, visual artist and
graphic designer, who until recently was the associate director of Research at MIT’s
Media Lab. He accepted the offer to become the 16th President of Rhode Island
School of Design (RISD), perhaps the world’s greatest design school.
What is the key to great innovation, according to Maeda? Simply, simplicity.
Maeda has framed 10 laws of simplicity, as outlined in his simi)le slim 127-page
book The Laws of Stmplicity: Design, Technology, Business, Life.! 7
Simplicity: Remove the obvious, add the essential, to your products, your busi-
ness land yes, even to your life, Innovation is often, perhaps nearly always, based on
addition—adding new features. Why not, then, innovate in the way people,innc)vate?
Break the rules? Reduce, subtract, rather than add! ’ .
I\fIE.leda recently produced a piece of visual art known as Marital Life. Tt is two iP-
o_ds, l:{qked together, showing a film. Now iPods recharge their screen from time to
time. S0, as a resuit, small differences develop in the synchronicity. And they tend to
grow...

_Maeda is Japanese~American. His father, 2 Buddhist, raised him in the Buddhist
faith. He told the BBC that he recalls being severely rebuked for crumpling a piece
of paper. Why? In Buddhism, even inanimate objects have souls that shouloci not be
destroyed or offended. Maeda has used this idea in this design work.
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3.7 Voice of the Organization

Every organization, small or large, needs an innovation syséem—a mathod
for creating, developing, designing, planning, producing and marketing
innovative products, services and processes. It is Important to stress
that there is no ‘one-size-fits-all’ innovation system that matches every
organization's needs, personality, culture and values.

We interviewed key players in organizations with proven track records
in innovation, from widely differing industrics and walks of life. We then
identified five different models, or ternplates, for organizing inspiration
and perspiration.

The Great DRictator

@
ACTION- N
LEARNING

'S.impllfy Your Lite S
The Franch writer Antoine 5t

-Exupéry - once. 'sald” (Gusted . by

Maeda): 'Perfection is “achieved,
not when there is nothing more to
add, but when there is nothing left
to take away.’ Apply this principle,
and apgply each of Maeda’s sim-
plicity principles, not only fo your
arganization and te your predicts,

“but also; to your own: lives. How

cdn you simplify?. . -

In this model, a siugle person controls the entire innovative process, from idea
sefection through implementation, production, marketing and distribution. The
single leader/manager/arbitrator provides integration and a broad market perspec-
tive, knitting together conflicting forces within the young organization. What most
characterizes great dictators is big-picture thinking—the ability to perceive how the
whole is composed of its parts, without becoming lost in details. Successful great

Here are his 10 princi
principles (See Box 3.1) dictators are good at systems thinking—they see all parts of the business system and
from the outset work to knit them together into a powerful single unit, which they
personally lead.

This was the model employed with huge success—at least for a time—by Thomas

Edison, in bringing electricity to homes and businesses around the world. As Edison’s
biographer notes:

Box3.1: John Maeda's 10 Principles of Simplicity

. Reduce: Thas_implé_e_;_’t way-to achieve simplicity is thro'ugﬁ thoughttul reduction.
- Organize: Organization makes a system of ‘many” appear fewer.

One consistent sign of Edison’s genius ... was his inclination to think globally
long before achieving success locally. ‘All parts of the system must be constructed
with reference to all other parts,” he wrote of the electric light endeavor, as he
viewed it, ‘since in one sense all the parts form one machine.™

f simpliciy i
. Emotion: More emotions are better than less, -
. Trust: In simplicity.'w.fé trust = ERE
. Failure: Some thirigs can ﬁ@:\'ré-r be méde"sim'pie;' e : :

- The One: Simplicity is _ab"c'?_i,lx;" _s{xbir’gigting fhg obvious and ad.dirig. the meaningful.

Edison was a great dictator. He led the efforts at invention. He found the right materiat
for the light bulb’s filament. He built the business model. He did the public relations
work and raised the funds. And he built the organization that efectrified America.
Great dictators rarely know when to exit gracefully from the stage. Later in his life,
a victim of ‘founder’s disease’ and deaf, Edison became alienated from his company
and the disciplined bottom-line management ethic he had institled. He was forcibly
removed by the managers of the company he founded. All too often, great dictators
end their career in ignominy, as they fail to change and adapt to the times. This is one

of the key flaws of this model.

RIS O O 1 S

ouree; John .Mae.da, ﬁe iéws of Simplicity—Simplici ; “
1A: MIT Press, August 2006), 7

=24

: Design, Technolagy, Business, Life (Cambridge,.
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Separation of Forces

We found this model in a leading Israeli advertising ageney. The basic principle: Sepa-
rate the idea creators from the idea choosers and idea implementers. Here, the creative
department focuses on the énspiration (ideas) while another departiment concentrates
on the perspiration (implementation). Management must help choose the ideas and
continuously mediate the often fierce built-in conflict between the two. In high-tech
companies, this model is sometimes implemented by having separate R& 1D (or engi-
neering) and marketing functions.
As one of the founders of the [sraeli ad agency told us'™

You must have complete freedom in coming up with ideas. Orherwise: you'l get
‘more of the same’. There are lots of great creative ideas. You fiave to choose among
them, Often, the wrong ones are chosen for implementation. The American ad-
man Bill Bernbach (of the legendary ad agency Doyle Dane Bernbach) often
said: the essence of creativity lies in hoosing ideas—there are endless ideas out
there, the problem is to pick the right one!

The Israeli adman continued:

The creative department (note: creative people are highly paid—higher than
other parts of ad agencies) comes up with ideas. The campaign is presented
to the implementation departmens. Ideas are often broad. A sketch of a film is
presented. This then goes to the CEO and comptroller—they have authority to
authorize the campaign. Once authorized, the media department chooses the
media. The final film is an end product. A budget could be $2 million for a cam-
paign; a costly film for TV could run for only 15 or 30 sec.

On the set itself: the creative people have the last word! This was once not the case—
we learned that often, during the past 15 years, key ideas were changed, and got lost.
S0 the creative people, and implementers, each have to OK the finai result.

- What we learned from a major global ad company is this: After the whole process
ends, and the film has been made: the CEQ must give his final OK. And he may say
no! This is costly, but has happened. This is vety important—Kkitling projects before
they are launched. There are other milestones, but this final one is a key one. The
CEQ may cancel a campaign even when it is finished and this could cost hundreds of
thousands of dollars. And this has happened more than once.

To sum up the four principles of separation of forces:

1. Separate the creative process from the implementation process.

2. Final authority for implementing the creative idea lies with the CEQ.

3. Authority for deciding on hiow the creative idea is put into practice should rest
with the creative people who invented it.
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d in working under canstraints (time, money,

4. Creative people must be educaie . . )
j can be an aid t© successful innovation

ete.). Constraints {in-the-box thinking’
rather than a hindrance.

This Train Runs on Time

We found this model at the Philips Design Studig in bmgapore. In tl_us apgroagh:
ghout the innovation process, including the
must take into account the cul-
highly disciplined regulated

discipline becomes a strategic asset throug :
ideationfcreativity stage. Snmluporgﬁme;cd innovation
tural valuies within which innovation occurs: Singapore's

society and economy.
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In Phitips Singapore, innovation is like .
fined points in time according to a very clear and preci
cycle tasts about a year, Weeks 1 through 26 are driven

marketing; marketing is involved right from
used to develop a successful variant of a mini-sterco systetn.

workshop begins at the start of Week 1. Francis
tion with the authors):

The New Paradigm wotkshop aims to trigger .ideas, We pls'ovide rich context as
personal experience to facilitate idea generation. Sometimes When ":les1gmf1g;
we forget about what people’s homes look like, how the set will be Lompc:tm3
with others on the shop floor. For example we ook time to check out IKEA ar
illustrate how the product looks on their furnituf'e's shx?lves. I too_k phc_)tos of
shelves—and shared them with the team as an additional input to trigger zdeag. _
Over 100 different ideas were generated by the participz.zting teams who then
reported them in the plenary session. Ideas for implementation were thenl chosen,
based on analysis of their costs and benefits. :

After the workshop, further development of the chosen ideas is done in infova-

tion tears. For example: a team of five persons is assembled, including an o=
a5 of software, mechanical,

vation manager, a designer, and one cach from _the are e
and electrical, The final deciston aiways rests with the commercial persemn.

a train; it stops at well-defined stations, at de-
se timetable. The innovation
by innovation. Then there is

N o b " . d
aki handoft’ with Weeks 27 through 52 being driven by-product planners an
i mark : Week 27. Here is how the method was

The kick-off event is the New Paradigm workshop in Week 3. Preparation for this
Chu explains the process (in conversa-

Case study continued
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for reconciling the conflicing values, because members of the erganization have to struggle with
the double-message all the time. The elders of the tribe are often examples of’ ;_)eopie who
were promoted because they broke some laws, took risks and succee@ed. I he‘sej eidcrs
are then placed in charge of maintaining discipline—and of encouraging creativity. It is
they who show the adaptive leadership that makes this difficult system work.

Case g;gdymfmued -

During week 16, a Product and Development workshop is held, to move the
ideas forward. ... we've found it useful to observe users experiencing the prod-
uct-—t}iy it, play with it ... then we observe how they use it. Sometimes we video- :
tape taem. This can inspire new thinking, which can improve the concept. Thi ;
is not like many focus gr}:)up studies or stztistical research;? This method T)li:)\}c[!’l;: { Head in the CIOUdS’ Feet on the Ground
instant feedback to the team. The innovation team i itaies 1, o 2 : ‘: i
loop is: see the product use d—change it—ﬁsé’:j::;;if IJ,Z f\il:(f’s ;Z:g‘mn ageng. The : It this _modul,_ crcutive' groups bmh'}s:t‘orm and i.‘loat. so‘leeEu;ws utt‘el‘lifo’L;t'i'zigL"G.tlllS

A midyear update wotkshop is held during week 26. This is to check user feasi-~ |* | ideas, with their ‘heads in the clouds’. Then, as this process ex le;Sf Slse b!(éflf] ‘
bility and technical specifications. This is the stage at which marketers, and product 1 the group shifts gears f‘“d Ch;!ng('is.tcl)CLIS. Iht focus Hh Stage wo “Ogm-% gl ;1 Lt g £ ;fe
planners, become dominant, and begin to pilot the project toward the market. | on the ground’, checking for fGEl.Slblilty: sesting the business d-ml.gr,l " lvg - ydo ted

Soon after, during week 30, a Long-Term Product Planning workshop is held, at : idea, its potential qu its techaicat feasibility. Often ac‘ac-lemtc xedbea;}c e copd Lj{:(tl
which the ‘architecture’ of the product for the coming 18 months is defined. The :! this way in technological areas: r?st‘ﬂrche;‘s fregqently switch mo ss e_trlfee?txle_cf i hle
innovation team meets with the planner and a Product Road Map for the next 18 3 and evaluation, and Gvery New piece of lwork N j,Udge.d both b¥ e or1ot1_sl’?.lt1 }b:t en-
months is constructed. At this stage the planner communicates the new product idea and by fis practical feasibility. I this way, organizations retain creativity
idea to various geographical regions and asks for feedback on the product and on E sute that operational discipline is also invited to the table
its price. Often a product profife is constructed, comparing the product with its
competition, feature by feature. This is followed in week 44 by the High Design . -
Process workshop: In many innovation systemns, the product designer joins only

at this stage, after the product specifications are clearly defined. But in the Philips
system, the product designers participate in the process from the outset, right
from preparations for the week 3 New Paradigm workshop.- R

~Case *St'udy': P(:-Bééégi Ul&asoundbard_iﬁi_qg& e

‘An Israeli startup came up with an idea to build a device for uitrasour}d ’carc{iologic
' - diagnosis based on the PC {‘head in the clouds’). The idea was rather ‘wild because at
' the time (1998) the PC was far from having the processing capacity needed for the idea
to be feasible, However creative R&D engineers felt that through Moore’s Law (com-
_puting power doubies every 18 months) this constraint would be eliminated when the
- .product reached the market in two to three years. ) _ '
- Infate 1998, GE Medical bought the company. GE Medical had carlier rejected
i ~the idea of PC based ultrasound for cardiology. But they agreed to let the acquired
ed to the At SN ' start-up’s team pursue the ‘head in the clouds’ idea. Once a prototype was created,
Souree: As recounted to the authors by Francis Chu. ‘ © GE's feet-on-the-ground management system, based on what is known as "SixSigma’,
took over, and gui?iecl the innovation process through to «ltimate marketing, sales and
i : " servicing. The start-up founders themselves say they were unlikely to have attaiqed
Eiders of the Tr ibe i - market ;’uccess without GE—while GE Medical may not have had the bold head—m~
i ' the-clouds creativity of the start-up. This is why feet-on-the-ground companies often
Ve encountered this model during interviews with senior tuilitary officers. According to ' seek head-in-the-clouds ideas by making acquisitions of start-up corpanies.
it, creative individuals (often younger members of the organization, but not always) spark o
ideas, which are then very carefully examined, explored and tested by experienced senior
officers, ‘eldets of the tribe’, who bring long years of field experience to their analysis.
This template creates what some see as a ‘schizophrenic’ organization. It focuses on day- ‘ .
to-day discipline, emphasizing safety and risk-minimization, and including compliance, Each of the five templates we have described contains a high-level chalienge
hierarchy and procedures. At the same time, the organization admires and promotes for those who manage them, and 'sinks’ that absorb large amounts of enetgy. Flor
visk-takers who challenge all of the above. This is the most etnetionally demanding template exampie, the divide and conquer approach in ‘separation of forces’ creates rivairy

According to Philips” Corporate Market Intelligence Group, “The FWC577 (onie of the
game port mini systems developed using the above method) was doing very well in the
US between August-October 2003. It is the best-selling Philips Mini/Micro product in
the period with 2.3 million units sold.’ o

Source: S, Maital.
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among members of different teams which management must deal with all the tinze.
2! - ihe o] a i F aroanizatl N :

The ‘elders of the tribe’ model involves a kind of crganizational spiit personality that

creates continual tension and potential instability.

Each organization needs to define its own innovation system, according to its cul-
ture, history, values and personality. The better the fit, the more productive and prof-
itable the innovation is likely to be. No organization is exempt from this voice—each
must look inward and outward, examine its culture, structure, strategy and resources,
study best practices and, based en this inventory and needs assessment, buitd an ap-
proach for bonding discipline and creativity that is most suited to it.

Art & Copy: Abolish Your R&D Department

A brilliant recent film documentary about advertising is called Art &
Copy. Here is a brief synopsis:

Art & Copy describes advertising’s ‘creative revolution’ of the 1960s—
artists and writers who all brought a surprisingly rebellious spirit to
their work in a business more often associated with mediocrity or ma-
nipulation: George Lois, Mary Wells, Dan Wieden, Lee Clow, Hal Riney
and others featured in At & Copy were responsible for ‘Just Do It', ‘I
Love NY', "Where’s the Beef?’, ‘Got Mitk’, ‘Think Different’ and brit-
liant campaigns for everything from cars to presidents.

Innovators can learn a lot from this 85-minute film. Perhaps start-

. ups should begin by creating the advertising for their product. If you
cannot produce an exciting ad for it, why bother?

The film explains that in the 1960s and 1970s, the key people at ad agencies were’
account executives. The creative department was valued at less than zero, Then a revo-
lution occurred. Creativity, not account managers, created order-of-magaittide changes
in revenues and profits for Wendy's (Where's the Beef?), iPod, Apple, New York City,
Nike, milk producers—and votes for Barack Obama. The creative department faced the
tisk aversion of senior managers and their wives, who a priori rejected brilliant but un-
conventional ad campaigns—and had to come up with new campaign ideas when their
original ones were rejected, after weeks and months of round-the-clock work,

A few small memorable episodes from the filo

¢ Nike’s Just Do It’ campaigh was inspired by a newspaper headline. In Utah, a
convict abotst to be executed by firing squad said to the executioners: ‘Let’s Do
itl". An ad agency executive read the story—and came up with the legendary
mantra for Nike.

* The ambience of the ad agency is crucial; all the truly creative agencies shown
had spaces that were open, sunlit, comfortable, spacious, unusual--the exact
opposite of design-by-committee. On the wall of one agency was a sign, made
with 100,000 clear plastic push pins: ‘Faif harder)” The unusual part of the sign:
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Rather than write the words: ‘Fail Harder?” with the push pins, as most people
would do, the creator made the sign the hard way by filling all the spaces in
the sign with push pins, leaving the words ‘Fail Harder!” only where there were
no pins—far harder and more time-consuming but far more striking. Take the
hard way, the sign says. Don't take the easy obvious way.

e Scize the opportunity! Nike once brought in a Latin dance expert, to help pose
models for still photos, for the iPod ad campaign. The expert, though not totd
to do so, took the model’s hand—and they did a torrid salsa dance. It was his
way of showing the model how to pose. The creativity department watched in
awe. At the end of the dance, everyone in the department agreed: This is our
adl That is how the famous iPod salsa ad was born—dancing figures, in black
shadow, with the white iPod earphone cords.

In watching this film, Art & Copy, the following rather wild conclusion emerges.
No company should do R&D, have an R&D department, or appoint a VP (R&D).
There is no such thing as R&D. Companies do not do research. Universities, labs,
scholars do research, Companies do development. But there are different flavours
of development.

Every organization should have a VP {Creativity). Every osganization needs a Cre-
ative Dept., just like that in ad agencies, whose goal is to come up with wild, uncon-
ventional ideas. In his or her creative department, there will be three reports: head of
product (or service) creativity; head of process creativity {dealing with the company’s
business model, every aspect of it, including sales, marketing, advertising, supply
chain, pricing, and HR) and head of innovation scouting, or imitative creativity—
benchmarking other industries to bring home new ideas, to adapt and adopt. (BT
has a head of innovation scouting, for example.) These three senior managers should
work closely together, travei together, teet face-to-face frequently to exchange infox-
mation and should embrace the principles of applied creativity (head in the clouds,
feet on the ground).

Call a spade a spade. R&D? Why? If the goal is creativity, call the function just that.
You will then staff the creativity group with creative people, by definition. The truly
great ad agencies were created by creative people who were chewed up and spit out
of conventional bureaucratic ad agencies. How many creative people are out there,
crushed within bureaucratic organizations, just waiting for a chance to join a truly
creative organization unafraid to call its R&D by that precise word.

The Need for Urgency: For innovators who seek to transform their organization
and spur its creativity, what is the first crucial step?

The very first step in innovation transformation is: Urgengy! Develop a sense of
urgency—within yourself, within your team, within your organization. Without that,
you will lack the necessary energy and speed to move forward and puli people with
you. This is the view of Flarvard Business School Professor John Kotter.

Unless you yourself believe that you musi, now, today, this minute, change your
life and transform what you are deing ... it just may not happen or may drag on
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and you will lose enthusiasni. If your organization believes all is well, the important
transformations wiil be shoved to the back burner by the daily press of operations.
Innovative organizations hear the voice of urgency.

How do you create this urgency? Within vourself—by simply believing it. Within
your team--by persuading other team members, perhaps by the scenario method:
Painting possible scenarios that could happen, that would endanger the team. (‘What
could happen that might hurt us and our company?’ Foreign exchange traders ask
this question every hour, in examining their positions.} For the organization: Persuade
seniior people that a crisis may loom. Some compariies like Intel actually create such
mini-crises, and of course Intel's ‘only the paranocid survive’ is well known.

Just for interest the other seven steps of Kotter's method arer build the guiding
teamn; get the vision right; communicate for buy-in; empower action; create short~
term wins; don’t let up and make change stick.

Ignoring Your Organization’s Voice

Sometimes, inovation requires not listening to your organization’s voice, but rather
totally ignoring it. Few organizations have as long and venerable a history as Britain's
Royal Opera House, Yet here is how this revered institution has used modern technol~
ogy to innovate, in what many might see as blasphemy:

Someone had the idea of asking the public to submit ‘tweets’ {to the Royal Opera
website). In August 2009, the Royal Opera website presented the public a sentence on
which to build a story: ‘One morning, very early, a man and a woman were standing,
arm-in-arm, in London’s Covent Garden.’ Some 900 140-character Twitter messages
were received. Composers Helen Porter and Marc Teitler set the tweets to music. If
they all were used, they would be a full seven-act opera—even beyond Wagnerian
Valkerie proportions. So instead, excerpts will be used, making a 25-minute opera. It
will be performed as part of the Deloitte Ignite Arts Festival.

The BBC Music Magazine's deputy editor called the exercise ‘an accident waiting to
happen’. He said: “‘Whenever there is a new fad you know somebody in the art world
is going to grab hold of it by the horns. They should be careful that it doesn’t overtake
the serious stuff they do.’

In response, Sara Parsons, the publicity officer for Ignite, says, ‘It'’s about getting
people involved and interested in opera—and it’s certainly done that.’

3.8 Inspiration, Perspiration

One of the key determinants of an organization’s innovatios systemn is the search
for balance between ‘inspiration” (free open creativity) and ‘perspiration’ {systematic
disciplined management). In the two-dimensional space of creativity and discipline,
there is a "eutectic point’ uniquely suitable for each organization.

The innovation Voices: How 1o Innovate

Eutectic Point: The term is used in metallurgy to describe the afloy of two
component materials with a precise ‘eutectic’ proportion of eac:h. When a
non-eutectic alloy freezes, one component of the alloy crystalhzcs‘ at one
temperature and the other at a diffcrent temperatare. With a eutectic e}lioy,
the mixture freezes as one at a single temperature. It must be aggressively

sought and, once attained, determinedly maintained.

In his book Good to Great, author jim Collins shows that of the thousands of orga-
nizations he and his team: studied, only 11 attained true greatness (measured by order-
of-magnitude superiority in returns to shareholders over a sustained p(fri.od), lzmd ail 11
succeeded in achieving a high degree of discipline and ‘culture of creativity’ simuitane-
ously. The optimal balance between creativity and discipline roay change over time,
varying with the particular stage of the innovation project——early, mld.die or laie.

Figure 3.4 shows an example of how the optimal ‘eutectic’” poinit in creativity-
discipifne balance, changes with discipline proportionately increasing. I'he term

' "’Figxifé 34 '.'_‘Cljeaﬁvity'vefsué Discipli_xx«a" ‘
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Disciplined
Development

I L project
y; progress
in time
Chaotic
Creativity

During an innovation project, the optimal balance between open ‘ideation’ or creat.ivity and
disciplined development varies with ‘discipling’ growing in importance as thg project pro-
gresses. Each stage of the innovation project will have its own ‘eutectic’ or optlmas bala'nce.
just as metal alloys have a ‘eutectic point’ that differs according to the properties desired.

Source: David Perimutter, VP (Mobile Processing Group), Intel Corp.
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‘chaotic creativity” should be regarded with caution; many of the superior models
for the process of ideation are in fact highly disciplined and systematic,

The innovation systems of organizations are dynamic. As organizations grow, they
may need o shed old systems, like snakes shed their skins, and embrace new ones,
even when such systems have proved enormeusly successful in the past. Implementing change
under perceived success is a major challenge. As they mature, many organizations
focus on operational discipline and cost reduction. In today’s competitive global mar-
ketplace, this is vital. Yet no organization can grow and thrive solely by optimizing
efficiency and slashing costs. The discipline that cost reduction entaifs should not be
altowed to strangle creativity. Cost reduction and value creation must become allies,
not watring enemies.

The innovation system of each organization must be constantly defined, examined,
dissected and where needed, altered. Where no such system exists, one must be devel-
oped. Innovation must not be left to random forces or serendipity.

3.9 How to Foster Creativity in Organizations

One of the world's top researchers on applied creativity is Harvard Business School
Professor Teresa Amabile. Amabile mobilized a group of Ph.D. and graduate students
and managers from various companies and collected data on creativity. She analysed
nearly 12,000 entries in the diaries maintained by 238 people working on creative
projects in the consumer products, chemical and high-tech industries. She asked peo-
ple to discuss their work and work environment in a daily email. She then coded the
emails for creativity, by searching for moments when people struggled with a problem
or came up with a new idea. Her goal: ‘Study creativity *in the wild"V’

What she found runs counter to many cherished beliefs about how to innovate.
Here are Professor Amabile’s six myths about creativity, and the research findings that
debunk each of them.'*

1. Creativity comes from only from creative types

Untrue. “The fact is, almost all of the research ... shows that anyone with normal in-
telligence is capable of doing some degree of creative work.” Creativity depends on
experience, talent, an ability to think in new ways and the capacity to push through
uncreative dry spelis. You can teach people to be creative. It has been proven. Motivate
people, empower them, /isten patiently to their ideas. But you need to really listen and
defer judgment. Kill an idea too fast, twice or three times, and the person offering
ideas will never offer another.

2. Money is a creativity motivator
False. Amabile asked her subjects, to what extent were you motivated today by motetary
rewards? We do not think about our pay chegue on a day-to-day basis, they said;

-
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this is not what it is about. The real problem with bonuses and pay-for-performance
innovation is that it tends to make people risk-averse. Avoid this, You want people
to be willing to 1ake some chances without worrying about how it will atfect their
pay. And semembu the basic principle of psychology: an intrinsically motivated
person—someone driven to innovate simply because it is fun and fulfilling—will
respord badly when rewarded, because the ‘extrinsic’ motivation tends to destroy
the intrinsic.

3. Time pressure spurs ereativity

Generally, untrie. Amabile’s 12,000 days of work time showed the opposite. People
were least creative when fighting the clock. A sense of urgency in business is of
course vital. But extreme time pressure is usually counterproductive. Under time
pressure, reflection is suspended; routine and habit rule, in order to boost speed.
People ave most creative when they are under zero pressure and are given adequate
idle ‘do nothing time’ to ponder. We find that among managers, lack of such idle
time is one of their most vexing problems. Make such time for yourself and your

workers.,

4, Fear generates breakthroughs

Again, the opposite is true. People are most creative when they are experiencing feel-
ings of joy, happiness, fulfilment and satisfaction. They are least creative when they
are unhappy, pressured, stressed and depressed. Do not use fear as a motivator. It is

ineffective.

‘Case Study: - Serious? or IDEO?

- Weare told that i its early days 4 larcre hwb tech organization was a fun place o work
and:as a.result, was, a:fountain of mdmdual creativity. When competmon stlf‘fen_
seniot management told thcu‘ engineers: It’s a jungle out there. Get serious. Get cor
petitive: Thzs may have been a m1sta&e A workplace that lacks playfulness may drw
creative people to-feave. =

- In Lontrast pertiaps the world’ createst d851gn organization, [IDEQ, isa place wher
fun jokes an ughtet are encomaoed Founded by Stanford design profeéssor Dav
 Kelley, along: with  his brother 'I‘om, IDEQ stresses its unique combination - of fre

wheelirig eccentricities (e.g., the IDEQ designers’ request to mount a DC-3 wing o
the ceilmg for- bétter ambience and decor) wtth disciplined, organized design process
and rapid prototyping, IDEO designers, it is said, postpone studymg for thetr advanced
degrees; ssmpiy ’Decause they are having too much fun. .

Cart, http://vﬁfw-»;.jc-){zfﬁbe.com/watch?v:

Source:  ABC Nightlme—IDEO Shop‘pmg‘
M66ZUZPCleM
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3. Competition beats collaboration in creativity
No, Creativity is at its best when people cooperate and work together in teams. High-
performance teamwork is a hallmark of highly creative organizations. You get more
innovation when you lead individuals and teams together to explore diverse points of
view, synergies and complementary skills,

6. Lean, mean, streamiined organizations are creative

Amabile studied a large global electronics firm during a severe downsizing that took
18 months. Every single measure of creativity and innovation suffered. Make sure your
short-run cost reduction programme docs not kilf the key strategic resource, creativity
and innovation, that you need to ensure long-run survivat. it has happened more than
once. Harvard Professor Robert Kaplan and Management Consultant David Norton
deveioped the Balanced Scorecard, which is a management tool that if implemented
properly, seeks to ensure that such compromise between short term financial objectives
of the company and its long-term ability to innovate and compete does not happen,

Professor Amabile!® summarizes:

My 30 years of research and these 12,000 journal entries suggest that when
people are doing work that they love and they're allowed to deeply engage in it—
and when the work itself is valued and recognized—then creativity will flourish,
Even in tough times.

3.10 Listening to Your Inner Voice

The fourth voice-—and in some ways the most important one—is the
inner voice of our intuition.

In his book Blink: The Power of Thinking without Thinking, author Malcolm
Gladwell provides evidence that our snap judgements and first impres-
sions can be educated and controlled and often produce resuits far better
than those from systematic decisions based on encyclopaedic data.V”

Each of us has what psychologists call an ‘adaptive unconscious’,
This is-.the part of our brain that works like the Fire Department—alert
while we sleep, always on guard, processing information and sending us
warnings. Great innovators khow when and how to listen to it. Medio-
cre ones rarely do.

Gladwell’s book contains a wealth of evidence based on interviews
with researchers in favour of such intuitive thinking. He describes in-
tuitive decision-making as ‘thin-slice decisions™—the ability to deduce,
fike Sherlock Holmes, a major conclusion from tiny fragments of evi-
dence, just as forensic experts track a criminal from a few molecules of
DNA. Often, ke shows, we make far worse decisions by collecting more
and more data.

i
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The inner voice is not about snap judgements. It is about how the unconscious
part of our mind knows things the conscious brain does not—and how innovators
consudt with, and listen to, it.

Bl and the Aeron Chilr

An industrial designer named Bill Stumpf designed a radically new office chair for fur- |
niture maker Herman Miller. He called it the Aeron. Stumpf made the most ergonomi-
cally correct chair ever conceived. The seat pan and the back of the Aeron chair move
independently, the best technique to ensure no undue stress is placed on the back. The
arms are fully adjustable. There is support for the shouiders—the top of the chair was  [;
wider than the bottom. Tt had a wire frame and looked weird, i

The chair was tested for comfort. It scored 4,75 on a scale of 10. ‘Chair of Death, £
joked Herman Miller managers. Everyone thought it was a monstrosity. After changes,
the comfort score rose to 8. But when people were asked if they liked how it looked,
it scored below zero. So they put together a focus group of facility managers and er-
gonomic experts. They all said it would never sell to corporate clients. Dump it, they
said.

Aeron project manager Bill Dowelfl had a hunch and sent the innovative chair de-
sign into production. The chair attracted attention from the cutting edge of the design
community. It won awards. In Silicon Valley it became a cult object. It was cool. It ap-
peared in films and on TV. By the end of the 1990s, Herman Miller realized that it had
on its hands the best-selling chair in the history of the company. What seemed ugly
had become beautiful—and had changed forever the rules of the design game for office
chairs.

Seource: Authors,

| Casé Study:” New Coke "

In the mid-1980s, Pepsi was gaining ground on Coke. Worried Coke executives ran
extensive market research tests. In blind head-to-head taste tests, 57 per cent pre-
ferred Pepsi to Coke. Coke had twice as many vending machines, more shelf space
and double the advertising budget—and was losing to Pepsil Why? “You have to
begin asking about taste,’ said Coke managers. Thus was born New Coke—lighter
and sweeter than Old Coke. In blind tests with hundreds of thousands of consumers

Case study continued




104

Case study continued_ - -

Innovation Managemant

Source:

* all over North Ar
oveHont

erica, NewCoke beat Pepsi by six to eight per
ed. [t was a disaster. There were protests:all.o
Classic Coke.
p is different from drinkir
a'litre of sweet stuff is consumed. Home-u
drink it; tell us how you like it'). Goi
rly -cost him his job. He kept it because h
even though it failed every taste test. Wh
; and it was right. Diet Coke:

3.11 Integrating the Four Voices

Is there a tool that can help global managers integrate the four voices {product, cus-~
toer, organization, intuition) to puild future-oriented powerful narratives, ones able
to drive new businesses like Nokia to growth and profit? We offer the reader the
Geopolitics, Economics, Lifestyle, Technology (GELT) tool.® -This_tool requires &
deep undesstanding of the organization, its vision and strategic lorig-run plans; of
the products and services; of the customers and clients and their evolv.mg need§ and
a finely tuned ear for the inner voices of intuition that generate sparkling new ideas,
After explaining the tool, an action-learning exercise follows.

GELT

A basic principle of management is that risk and return are -lipked, ;?ositively. coi~
related; generally achieving higher returns requires accepting higher risk. Thellss'ue
is, does the added return justify the higher risk? Skilled investors seek ‘bargains™—
higher returns that do not entail significantly higher risk. -

This is true of global deployment as well. Higher-growth markets are aiso h:ghgr—
risk markets. Skilled global managers find growth opportunities without accepting
unreasonably high risks. The question is: How to do this?

© We propose a simple methodology known as GELT, an acronym that stands for
four key interrelated dimensions global managers must track. '

G—Geopolitics: Instabilities and changes tesulting from political trends in variou’s
regions and countries in the world. Example: The Iranian ayatollahs, Venezuela’s
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Hugo Chavez, the new French president, the American 2008 presidential
elections.

E—Economics: Economic trends, including exchange rates, economic growth,
trade, exports, finance, interest rates, capital flows.

L—Lifestyle: Sociology, the way people live, social trends, cohort effects (differing
values across age groups). The iPod and iPhone are lifestyle preducts.

T—Technology: Technology trends, new technologies, new basic science that can
lead to new technologies (new ways to produce semiconductors, new ways to
test and evajuate them, new technologies for increasing transistor density on
microprocessors, eic.}

. These four areas are not independent; they are refated. Lifestyle, e.g., can drive
technologies {the need for mobility can generate technologies that support it, e.g.,
Centrino; the aging of society leads to higher healthcare spending, leading to Intel’s
MCA mobile clinical assistant, etc.).

There are global trends: Major changes in the four GELT categories that need to
be tracked. Then there are industry trends: specific trends that impact mainly the
semiconductor industry, or the Printed Circuit Board (PCB) or the Flat Panel Display
{FPD} sub-industries, for example. A zoom-in appreach can be used: Begin with the
*broad canvas’, zoom in on the specific sub-industries. This helps avoid missing op-~
portunities arising in ‘adjacent” industries,

A visual methodology for translating GELT global trend analysis into business op-
portunities and action plans is based upon the mind mapping technique. A mind
map is a diagram used to represent words, ideas, tasks, or other items linked to and
arranged around a central key word or idea. It {s used to generate, visualize, structure
and classify ideas. Our GELT version places the central idea not at the centre of the
mind map, but at the end of a causal chain constructed as a narrative linking politics,
economics, sociology and technology.

What follows is a step-by-step method that can help global managers buitd innovative
narratives (see Box 3.2). It is often helpful to apply this tool in smali teams or groups.

“BOX3.2:" The Eight:Step GELT Method .
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GELT category, on-a flip chart page. .~ -

* Bex 3.2 continu

- “Step 1: “The Shopping List” List the major trends, over the coming three to five years &
- that you believe will impact the world; Put them down quickly: Each individual should'"
‘take 10 minutes to'write-a ‘sopping’ list. The teatn should then together build a single -

- list based on the-lists of its meémbets. Write. down -the kéy trends regardless of their

. Step 2:Categorize.” Beside each trend, w -'té;l'a 1_étte‘r: G, B, L'or T, depending onits cat-
“egory. Some trends miay be hard to categorize: if 5o, write down two letters, e.g., Gand T.

o
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BOX 3.2 continued . '

Step 3: ‘Prioritize.’ Of the entire list, select the major trends that the team believes
 will be most imaportant for your organization. There should be 10-20 of them. ‘
- Step 4: *Quantify.’ For each trend: assign two numbers, on a scale of 1 to 10. First:
- impact: the impact of the trend on the industry, from 1-{very low) to 10 (very high). Sec~
“ond: timing: when the trend will be fully felt, in “years from now".
Step 5: “‘Roadmap’-—diagram. Plot each trend, as a point on an x, ¥ graph: The x
axis is time, the y axis is impact. Use four different colours: G—green; E-—red; L—blue;
. T—black.
- Step 6: “Teleology” causality and narrative. Connect the dots in a coherent narra-
:‘tive, Link trends, where possiblé, showing causal connections. Use for your model, the
_narrative constructed by Jorma Ollila. (See Figure 3.5). Have you created a powerful
. plaiisible business story? . . ‘
_iStep-7: ‘Business Opportunities’: Identify a major business opportunity, the final
_“déstination of your GELT narrative. o : -
" 1'Step 8:‘Action’: Construct a business plan that will enable you and your organiza-
- tion to implement your GELT narrative.

" Figure 3.5 . The ‘GELT’ Narrative That Created Nokia Mobile

n

m Need for Europe-wide

Communication

Berlin Wall Falls;
Germany reunited T

(€] Build Cellular
) Technology
European 3ingle Market
hastend
» | Timing (years)
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Several key implications derive from the GELT model:

*  First, it is almost always true that it is not T—techuology that drives sweeping
global change, but rather Geopolitics, Economics and Lifestyle. Technology is
an enabler. Technology helps bridge the gap between what is needed, and what
is currently existing {e.g., cellular technology). It is therefore often the last of
the four GELT causal stations, rather than the first. Technology is in generaf
pulled by the other three drivers, rather than pushing them.

* Second, most sweeping global trends, and business opportunities, involve a
combination of all four drivers or forces. This is wihy one key hallmark of a
global manager, and a global perspective, is the abitity to track not only business
and economics (E) but the other three drivers as well. Geopolitics is especialty
important. In today’s global markets, shifting alliances, atlegiances and conflicts
among nation states can be powerfuf creators and destroyers of
global risk and global opportunity. This is in part why former
US Secretary of State Henry Kissinger (who served under Presi-
dent Richard Nixon) has found great success with his consulting
firm Kissinger Associates, which supplies geopolitical consulting
services to leading global firms. It is of course legitimate to hire
such. companies, but vital for global managers to bolster their
own geopolitical skitls and insights,

* Third, an important determinant of success in using the GELT
tool lies in the narrative, or story. Simply identifying global trends,
without a story and without causal links, is of little value and
rarely feads to business insights.

* Fourth, in aimost all successful global innovations, all four ele-
ments of the GELT portfolio are present. The key fies in fitting
them together into a seamless powerful business model, based
on‘a persuasive narrative. Sometimes, the narrative may be quite
wrong. But if it makes sense, sometimes it can be created rather
than fulfilled. In other words, markets may be educated in order
1o create it, rather than exploited to fulfil it,

3.12 Conclusion

This chapter opened with a quote that cited depressing statistics. Even with extensive
market research, the data show, your innovative products will fail more than 9 times
out of 10. Qut of 30,000 new product launches each year in the United States, fewer
than 3,000 achieve growth and profit.

How can innovators improve their chances for success? Become great Hsteners, we
argue. Develop skill in listening to the four innovation voices. Make each of these voices
an integral part of your own unique innovation system. Learn how to amplify their
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signals when they ate especially quiet. Learn how to mediate when the voices send
conflicting messages. Recalt that the high probability of failing in innovation is simply
an average. it includes many innovators who do not use best-practice methods. By lis-
tening closely to your products, your customers, your organization and your own inner
voice, you can achieve consistent innovation success far above the 1-in-10 average.

YATA MOTORS LTD.

For the last severa! decades, Tata Motors has manufactured the heavy vehicles around
which ‘body-builders’ build triwcks and buses. Over the last about 20 years, the comparny
has made forays into passenger cars. Their first cars were large, in the station wagon
range, for which the company leveraged its knowledge in building heavy vehicles (some
of these models were the Estate, Safari and Sumo}. Using this experience, the company
subsequently got into the manufacture of traditional passenger cars, with its Indica and
Indigo models.

These were the company’s first fully Indian, ‘true” passenger cars, competing with other
passenger cars built by the big players in the Indian market such as Maruti and Hyundai.

The car was christened the Indica and its larger variant, the Indigo. It was built on the -

dream and passion of the company’s chairman, Ratan Tata. Many industry observers felt
that Tata Motors could never succeed in this effort, as making passenger cars was a very
much more complex task than making truck and bus platforms. Nearly all successful car
manufacturers in India were either foreign companies or had a strong foreign collabora-
tion.

Given this backdrop, the launch of the passenger car by Tata Motors created a fot of
hiype in the market, and customer bookings were brisk. However, there was lot of teeth-
ing troubles, including quality issues, and competitors—including many multinational
car manufacturers—went into overdrive to suggest that Tata Motors would never be able
to recover from this debacle. This period, in the early 2000s, was a very testing time for
the company. Many industry analysts predicted that the company and the Tata group
itself was finished with this ill-fated project.

However, Ratan Tata continued to believe in his dream. He gave his alf to set the proj-
ect back on track, addressed all the issues that plagued the car, and invested a whopping
717 billion (about $400 million) to create what has niow become a winner in the Indian
auto industry. The success of this turnaround effectively silenced Mr. Tata’s critics. The
tndica V2 version of the relaunched car has been a success in the Indian marketplace, and
also has gained considerable momentum in the export market, It was clearly a do or die
situation as far as the company was concerned, and its response proves the adage: ‘'when
the going gets tough, the tough get going.’

Case study 3.1 continued
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Case stidy 3.1 continued

Soon after pulling off the impossible in the Indica/Indigo car project, Ratan Tata
announced another impossible project: that his company would deliver by 2007-08
the one lakh-rupee @100,000) car, equivatent to $2,300. The car was appropriately
named, ‘Nano’. There is no car at this price range available anywhere in the world,
With India’s billion-plus population and the similar population of China together ac-
counting for a third of the world’s population, Mr. Tata felt that these markets could
explode with opportunity for his company if they could make this car a success. This
move also fits well with the exhortation of strategy guru C. K. Prahlad, that the next
frontier for companies to tap is the ‘bottom of the pyramid’. The project was derided
as a non-starter by naysayers and rivals in the industry. Typically, Jarge auto compa-
nies make their profits on the higher-end cars, where margins are better. In India, the
cheapest car sells for upwards of 2250,000 {over $6,000)! If Tata Motors had to sell its
‘people’s car’ for 100,000, it would have to restrict the cost of manufacturing the car
to less than £70,000 (about $1,600), a target that was thought to be impossible by the
automobile industry, to provide margins for the company and the distributors.

While the path ahead on how to make the ‘people’s car’ a reality was not be very
clear, the company pushed ahead on this ‘project impossible’, fuelled by Ratan Tata’s
vision, and by the success that the company had tasted with the Indica/Indigo in the
Indian market, despite having to take on big and established players such as Hyundai,
Ford, Suzuki and others, The Nano project defied ali conventional thinking of car
manufacturers anywhere in the world. It required innovation in nearly all aspects of
car-making and at every step along the way. This car was not to be a stripped-down
version of any existing car {low-end Indian cars, selling at $6,000 apiece, are already
stripped-downl) but was to be a ‘ground-breaking experience’ for the company, ac-
cording to Ratan Tata. it can seat four or five passengers, has four doors, is safe, is
gearless and adheres to stringent etnission norms. [t may not have the finish of normal
cars, and is not capable of going at very high speeds. At the same time, it is not a scooter

~ or three-wheeler converted into a car. It has a rear engine and is a ‘compact’ car.

While much of the technology and know-how for the car was developed in-house,
in areas where the company did not have know-how, Tata Motors partnered with
other industry leaders who were willing to rise to the challenge. These partners also
had to innovate in the design, development and manufacture of their respective mod-
ules/components. The partners included Delphi for efectronic engine management;
and the Italian design company IDEA for styling; Exide for technologically advanced
small car batteries; and several others including a foreign partner for continuous vari~
able transmission technology for gearless driving,

The Indian market for two-wheelers is the largest in the world, with demand for
over 10 million vehicles per year, while the car market is about a 10th of that size. What
Tata Motors’ ‘people’s car’ hopes to achieve is to get potential two-wheeler buyers to

Case study 3.1 continued
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Cuse study 3.1 continued

purchase Nano instead, thereby opening the floodgates to a huge market. The company
hopes that these large numbers will enable economies of scale, making it attractive for
various partaers to design and develop inexpensive components that will go into the
car. Mr. Tata was also keen that his company should not waste resources on reinventing
the wheel, and if there is some know-how that is tried and tested and readily available
elsewhere, the company should go out and source it through innovative partnering,
A consortium of companies actually had to innovate to deliver on the Nano prom-
ise. Ratan Tata aiso banked on the innovative engineering and manufacturing skitls
available in the counttry to make Nano a reality.

To contain costs, the company came up with various innovative ways of assembling
the car, One option being pursued is that the company would sell to customers the
car in a 'kit’ form, which they could take to one of the thousands of authorized assem-
bly mechanics in the country, who would be trained for the task. These authorized
assembly mechanics would assemble and test the car and get the car ready for the
customer to drive home! Now if this is not innovation, what is?

The team involved in building the car has been constantly coming up with new -

and innovative ideas to make the ‘mission impossible’ a reality. The car has since
been faunched successfully in India and efforts are being made to increase the geo-
graphic footprint of Nano to other parts of the world. The successful launch of
Nano has forced other automobile manufacturers to work on their own models of
a ‘people’s car’,

The key learning from the Tata Motors story is that when an 1mp0551blc target has
been set, innovation must take place across the entire value chain. There are no holy
cows that cannot be questioned. ‘Mission impossible’ has been made ‘mission reality’
by Tata Motors. So, how do you innovate? Weil, get everyone in your organization to
think innovatively, and do whatever it takes to get the innovation.engine in the orga-
nization into ‘cruise” mode.
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The Innovative Mind:
Who Innovates?

You need three things to be an original thinker. 1. a tremendous amount of information. 2. be
willing to pull the ideas, because you're interested. 3. ability to get rid of the trash ... you cannot
think only of good ideas ... you must be able to throw out the junk immediately.

--Mihaly Csikszentmihalyi'

Many psychologists view creativity as some kind of innate ability. |, on the contrary, view it
largely as a decision. People are creative largely by dint of their decision to go their own way.
They make decisions that others lack the will or even the courage to make ...

~-Robert Sternberg?

LEARNING OBJECTIVES After you read this chapter, you should
understand;

«  Why innovators operate on three levels {individual, team, organization)

+  Whether you want to be an innovator

»  The role of vision and independent thinking in individual innovation

+  How innovative clusters (like Silicon Valley) form

»  How to exercise your creativity 'muscles’

»  What factors characterize successful global innovation teams

*  How to use ‘catchball’ for team innovation

*  What the cight realms’ of innovation are and how your organization ranks in
each

¢ What ‘skunk works” are

+  Who America’s most innovative organizations are and why

The Innovative Mind: Who innovates

4.1 Introduction

In the first three chapters, we looked ontward, toward innovative best practices by in-
dividuals and companies, to answer the questions: why innovate? what to innovate?
and how to innovate? In this, the concluding chapter of Part 1 of this book, we ask our
readers to look inward, deep inside yourselves. We ask you to question whether you
have the desire to achieve excellence in innovativeness and whether you, your team
and your organization have the necessary core competencies,

‘We may travel to the moon,” Charles de Gaulle once remarked, *but that is not far
at all; the greatest distance we have to travel lies within us.” To assist you in this jour-
ney, we will provide a number of diagnostic tools; as a result, this chapter has plenty
of action-learning exercises.

Before beginning this journey into yourselves, we ask you to prepare to be brutally
honest. ‘Face the brutal facts' is a key factor for success in organizations, according to
author Jim Collins, and it is equally vital for success in individuals.

4.2 Three Leveis of Innovation

There are three fevels of innovation. The first is the innovative individual. Many ideas
are born in the brains of creative individuals. The second is the innovative team; most
serious innovative work in developing ideas is done in small and large groups. And
the third is the innovative organization, which provides the setting, vision, goals and

‘resources for innovative ideas—to deploy, produce and market them.

In this chapter, we provide some answers (o the questions, who are innovative in-
dividuals, teams and organizations? How de they function? And, what are their per-
sonalities and nature? We explore each of these three levels in turn, moving outward
from the individual at the core to the team and finally to the organization.

Heroes, it is said, are made, not born. The overriding question this chapter ad-
dresses is ‘nature or nurture?’ —are creative persons ‘made’, by circumstance, desire
and learning, or are they ‘born’? Can anyone learn to be creative or does creativity
come from our DNA?

The prevailing view is that creativity is innate. We differ. Along with Robert Stern-
berg, one of our generation’s leading psychologists, we believe that creativity and in~
novation are the result of decisions. We believe that anyone can innovate successfully,
and that creativity is largely an acquired, learned skill, not an inherited one.

The starting point for all innovation is the question: Do I truly wans to innovate?
Not everyone wants to engage in the creative act, fraught with risk, difficulty, ridicule
and often, dismal failure. Innovation requires both the desire to innovate (motivation)
and the ability to carry out the intention. Motivation is a necessaty (though far from
sufficient) condition for success.
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4.3 The Individual Innovator

This section explores the question: who is suited for creative endeav-
ours? We argue that everyone is potentially creative, but like our mus-
cles, our creative brains must be constantly exercised to fully realize
that potential. And like physicat exercise, mental creativity exercise and
innovation requires motivation.

Motivation

We begin with an action-learning exercise that addresses the key ques-
tion of motivation and desire—do you really wen! to innovate? Above
everything else, innovators want to create new ideas and are willing
to invest the effort, and undergo the rejection and ridicule that this
entails.

In his research, psychologist David McLelland found a strong link
between success and what he calls ‘n-achievement’, the motivation for
high achievement. This is certainly true of innovation. The history of
innovation is sprinkled with stories of highly motivated individuals who
overcome incredible odds to achieve their geals.

" Motivation Overcomes Insurmountable

Er—
o Obstacles -

Here are four case studies that prove why ‘I cannot innovate be- -
cause ..." should never ever be used to explain or accept failure,
or failure to try. ' v

«  Bram Cohen has Asperger’s syndrome. Some psychologists
view Asperger's as a mild form of autism. According
to Susan Berfield, writing in her blog in Business Week,
Asperger's is a condition that keeps him rooted in the :
world of objects and patterns, puzzies and computers, but.
leaves him floating, disetiented, in the everyday swirl of
human interactions. According to Berfield, Cohen had an
unhappy childhood. ‘I was picked on a lot,” he says. “There
was something obviously wrong with me. But it wasn't

The Innovative Minch VWho innraates

acknowledged ungil [ was much older that something had always been off-kilter,
Were [ to have to redo high school, [ wouid just drop out immediately.”

He attended the State University of New York at Buffale for one miserable year
and then left. After miserable experiences working with start-up companics, Bram
keaded for Silicon Valley. There he started BitTorrent. Cohen sought an efficient
way to share huge amounts of digital data. Napster and other peer-to-peet pro-
grams already allowed people to pass smaller music files from one computer 1
another. But big files would clog the system. The elegance of Cohen’s solution is
that as more people join a network, data move faster rather than slower, His soft-
ware breaks files into pieces and scatters them on users” hard drives, When some-
one requests a movie, the software gathers the pieces from the nearest computers
on the network and assembies them only once they reach their destination. This
altows a file to download much more quickly.

BitTorrent has run into difficulties. Bram is no longer CEO. But the mere fact

that it exists and survives, and the fact that a person with Asperger's launched it
successfully are inspirational. It is hard enough to start a company. But starting
one with Asperger's? And, reader, you say pou face tough obstacles?
Liz Mayer: From Homeless to Harvard—What are the odds that a homeless virtu-
ally orphaned child, whose parents were both drug addicts from the time she
was three, could graduate from Harvard University and founded an innovative
organization?

Liz's parents were both severe drug addicts, injecting heroine into their veins,
often in Liz's presence, from the time she was three years old. She recounts, in her
book, that they were always loving parents, despite the addiction. But they lived in
filth and hunger, becaugse the monthly welfare checks were spent on drugs, leaving
Irer and her sister to scrounge meals from neighbours, She recounts, "We would
do things like eat ice cubes, or chapstick or toothpaste. We would knock on our
neighbours” doors. But everyone in the neighbourhood was living off govern-
ment cheques.” Her father was an all but dectorate {ABD) in psychology and read
volurninously, using New York City’s famous Public Library (often under pseud-
onyms, because he failed to return books); Liz, thus, read widely too,

Liz's mother was diagnosed as HIV-positive in 1990, and she died in 1996,
With a mother in and out of hospital, and a father who was stili heavily addicted
to heroin, Liz eventually ended up on the sticets, homeless.

Despite being homeless, she went from high school to high scheol, seeking
admission. Atter many rejections, she was somehow accepted to an ‘alternative’
high school—Humanities Preparatory Academy in Chelsea, Manhattan. She did

Case study continued
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homework at friends’ homes, in school, even while living on the streets. She
had an ins piring teacher, who chose her as one of 10 students to go on a field
trip to Boston—her first time outside of NYC. They visited Harvard University.
Liz recounts she could not take her eyes off the Harvard students, clean, neatly
dressed, wearing Harvard sweatshirts,

Back at high school, she began fooking for cotlege scholarships. She spotted,
in the New York Times, a full $12,000/vear scholarship for four years. Some 21,000

stucents applied. She made it into the last 20, In her final interview, she was

asked about her ability to overcome obstacles—and told her story about living

on the streets, homeless, while attending high school. She got the scholarship

to Harvard. According to her account on the BBC, ‘[Whhile she was at Harvard,
she began public speaking—helping people who, like herself, had an almost

impossible mountain to climb to succeed in life. ‘Now, today, she makes her

living as a motivational speaker and founder of Manifest Living, a company
which offers workshops for people wanting to change their circumstances.”

Liz's father also contracted AIDS, and she returned to care for him. Just be~-

fore he passed away, he wrote me this card,” she recounts. ‘He wrote in the card,
“Lizzy, Lleft my dreams behind a fong time ago. But T know now they're safe with
you. Now we're a family again."”

The next time you encounter an obstacle, big or small, to achieving your geals, -
remember Liz Murray, With determination and courage, the human spirit-is -

capable of anything.

Jeff Pearce: Innovaior Who Couldn't Read or Write: Jeff Pearce is literally someone .

- who could not spell his own name for 54 years, nor read or write—yet he was

voted Retailer of the Year in the United Kingdom and twice built innevative re~ -

tailing business empires. If Pearce couid succeed, despite the odds, surely any of
-us-can. In his words* '

Three letter words, cat, dog. I'd spell them backward. Teachers thought [
was disruptive, kids laughed at me, teachers put me in the corner with a-*-
dunce cap, made me face the wall, they did not know what dyslexia was
then, and the punishment made me worse, I lived with shame. In promo-
tion from junior to senior high, the day before T went in, my mumn: knew
I'would get laughed at, because T could not write my own name, James, |
couldn't spell it, mum sat me down and said from now on, you are JEFF
‘¥ 'E"F, then add another ‘f’ on, I could just about handle that. I lived
with that all my life. [ became feff Pearce. My mom brought us up on the

*  Paraplegic: Dad, Let’s Do a Triathlon: A young man with cerebral palsy was con-
fined to a wheelchait, cared for by his loving father, who had heart disease. ‘[Dad,
he said (few except his father can understand his speech), ‘T want to run a mara-
thon with you.” Marathon? But—how?

The father began to train, running and pushing his son in his wheelchaix. His
fitness grew. Eventualty, they ran a 42-kilometre marathon. His son was ecstatic;
his face lit up at the finish line. And soon they did another one. Then ... ‘Dadl’
he said. ' want to do an Iron Man triathlon!’

‘markets’, she had to find money to feed five children, dad drank every
penny he earned; in the morning, she told me, on you go on, go ¢arn some
money. [ was 14, I went to the ‘markets’, asked the business people there it
I could do errands, deliver messages? I becarme an entrepreneut ... that put
e in good stead when [ went into the world. I set up own business at 17.
T've always worked for myself, for the simple reason I was unemployable,
who would employ someone who couldn’t write their own name?

How did I manage? 1 lived two lives. As entreprenewr/businessiman,
employed over 40 staff. They didn't know [ lived another life of torture, as
a man that couldn't write his own name. I hid things. Gina, my wite—she
came with me to the bank, gave me a form to fill out, she’d say, I'll do that
so you can keep talking. I couldn’t fill it out. She'd say, Jeff, just sign there.
And it got worse. We lived a millionaire life style. We mixed with doctors,
accountants, lawyers, we'd go for dinner. 1 couldn’t read the menu. Gina
would say, Jeff, the steak, you like that, “Yes, ['ll have that’, I'd say, pretend-
ing I read the menu. Wine list? Gina: Jeff's bad at wine, let me pick. Gina
and I have been together, for 35 years ... she’s with me here today, she goes
with me everywhere.” ‘When I lost my business, in 1992, when the reces-
sion came, the bank called me in, called the loan, I lost everything, I sat
there, close to suicide ... at that time, I thought, that was my punishment
for being a fraud. [ should not have succeeded in the first place. [ lost my
family home, My daughters were privileged, all of a sudden I took it away
from them. But [ started again, on the markets, and 10 hard years later,
I built up another empire, my own dept. store in Liverpool, I felt then 1
wasn't a fraudster. | was named most outstanding retailer of the year ...
in the taxi on the way back to the hotel that night, with 2 awards, I felt as
equal as the person next to me ... I told my daughters, 1 can't read and
write! [t was very emotional.

Case study continued

T oL A

Case study wnlinied
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Case study continued

Triathlon? That includes a 120-kilometre bike ride and a 4-kilometre swim,
then a full marathon. Intense activity for 8-10 full hours. But how? His father
swam, towing his son in a rubber dinghy. His father biked, with his son in a seat
in front of the handlebars, And his father ran the marathon, pushing his son inthe
wheel chait. They crossed the finish line to the arcazed cheers of the crowd.

. Welearn from these case studies that thete is nothing the human spirit cannot overcome, - l
- there is nothing too ‘hard’ to overcome, if the will and motivation are strong enough. i

= 7

ource: Liz Mayer: http:/tiranovate. wordpress.com/201 1/02/08/from-homeless ~of-liz-murray/
Jeff Pearce: httpi/timnovate. wordpress.com/2011/02/1 7/the-entreprene...|-his-own-name/
Bram Cohen: http:/timnovate.wordpress.com/2008/11/06/life-is-hard-t.. .is-on~for-size/
Triathlon: http:/timnovate.wordpress.com/2008/11/06/life-is-hard-t.. .is-on-~for-size/

Defy the Crowd

According to psychologist Robert Sternberg, ‘[Clreative people ... are ones who are will-
ing to defy the crowd ... they make decisions that others lack the will or even the courage
to make, daring to define problems in ways different from those in which their colleagues
define them.’ The case study of Chuck House and HP illustrates this principle—in this
case, among the ‘crowd’ House defied was the company co-founder and CEQ.

Case Study: ‘Get That Thing Out of Here!’

Tienty-six-year-old Chuck House, an engineer, had been with HP for justa few yi
d already tasted failure: House observed that people were buiying HP oscilloscopes
“-piece of electronic test equipmerit that creates a visible graph of a-signal; as; €.
" lifle—and using them as monitors {see case study in Chapter 3; ‘Whien Yot Custorne
" Iihovate’). This pointed the way to a-big new market, he thought. Af the timé;HP ha
" riew techriology that could electronicatly focus a cathode ray, dchigving higherresoltitio
withotf the huge tube that at times stretched a full four feet behind the screen. Ho
~and his superiors built a display using the electronic lens that was faster, striallei, use
- Tess power and was brightet. But when they tried building such displays ‘for the Feder.
- “Aviation Administration (FAA) air controllers who guided air traffic, they failed; with th

IS

Case study continued
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“Case study continved =

HP prototype, the FAA controllers could not read the tiny code numbers that identified
each plane. The resolution was not quite high enough for that purpose.

Many might have given up. But House, against his superiors’ wishes, went to war.
He loaded a large prototype monitor into his VW (tearing out the front passenger
seat to do so), and set out to do some ong-on-one market vesearch, violating HP's
sacred principle that yot never show prototypes to customers. He went to 40 potential
customers (mainly computer manufacturers) and came back fired up, believing
oscilloscopes could become displays.

At the annual review of the division in which House worked, however, HI? founders
William Hewlett and David Pagkard saw House’s monitor and heard the marketing
people describe the dismal reaction they had gotten from oscilloscope customers. Da-~
vid Packard ordered House's project aborted. ‘Next year I don't want to see that project
in the fab,’ he said. Chuck’s response, later, was: ‘If we put it into production, Packard
won't find it in the lab/’

A year later, Packard returned to the project. The monitor was on the market. And
it achieved glory, When America launched the first manned rocket to the moon on 20
July 1969, NASA scientists watchied it through HP's innovative high-resolution motii~
tor, tsing & new type of cathiode fay tube. It also found use in a medical monitor used:
in the first heart transplant and quickly came to be used in almost haif of HP's instru-,
ments, House won an HP ‘Medal of Defiance’. His product soon reached $10 miiliori
in arinuat sales with 1o redesign arid made high profit margins. o

The key stccess factors?-A creative, defiant individual; a strong team; a champion;
House's- one-on-one ‘market research with users; House's perseverance—and rank -
insubordinatiof; defying the crowd;-a sponsor in the form of House's manager and an . |

organization culture that tolerated such insubordination.

TR R e R

Source: Gifford Pinchot 111, Intrapreneuring (New York: Harper, 1985}, pp. 23-30.
This case confirms a theory of creativity by Sternberg, who borrows a saying from
legendary investor Bernard Baruch {1870-1965). Baruch’s recipe for accumulating
wealth: ‘Buy (assets) low, selt high.” According to Sternberg, cteative persons ‘buy
tow'—they propose theories that are ‘cheap’ because no-one will accept them, then
slowly or quickly persuade their peers; and ‘sell high'—see their innovations meet
high demand and high value; then go on to do the same process yet agair.

Many creative entrepreneurs, like Chuck House and Steve fobs, achieve serial in-
novative successes, by repeatedly buying low and seliing high. HP's Chuck House went
on to develop more innovations. Steve Jobs built Apple, left, buitt NeXT {computers),

returned to rebuild Apple as CEO (for a salary of $1 a year), innovated iPod, and then
founded Pixar Animation Studios, which sold to Walt Disniey for $7.4 billion in 2006
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What is the secret of these serial innovators? One key clement is ‘vision'—they all
have a powertful viston that drives them forward in the face of seemingly insurmount-
able obstacles.

Vision

Innovators are visionaries, The reason is simple. To sustain the high energy and
dogged determination needed to succeed, to push the idea through to the market-
place, a powerful vision is vital (sce Chapter 5, “The Power of Visien').

Vision, according to Jim Collins and Jerry Porras, is an ‘envisioned future’, or a phio-
tograph of the future. It is feasible, yet bold and audacious; it challenges people to stretch
and it excites and energizes them. Their colourful term for vision, BHAG, has become
part of business language. It excites the emotions, not just the powers of reason.’®

Vision is concrete, identifying what needs to be done and what should not be done.
Such a vision transformed an entire country, Ireland, from poverty to wealth and
growth, despite enormous obstacies.

Case Study: Ireland -

or'two centuries, Ireland was poor. Its young people ﬁmshed hloh school anid hoppecl_
1to the next ship to find work abroad, As a result, there are estxmated to.be 70 m1lE1on
thnic Irish abroad, with only 4 million Irish in Ireland itself..: :
Today Ireland is wealthier than Britain, with per capita GDP of $47, 000 low unem-
loyment, $75° billion total in inward foreign direct investment, and stmna economic
wth: How did this happen? In 1987 Charles Haughey, head of the Flanna Fail party,
nunc1ated a bold vision;

S We wil! win for Iﬁeland, its people and its regions, the-best'ir_ljint'erhatidnél_f =
~novation and investment so as to contribute to the continued transformatiott.of
=Ireland to a wotld-leading society which is rich in creativity, Iearmng and. pérsona
“and social well being, We witl work in partnerships with other organizations to
- enhance the best of Trish. capabilities and talents and match them to' the best of,
global investmerit: We will carry out our vision with mtegrlty professwnal exce[-'
g 1ence arid responsiveness to all with whom we work or are in- contact. ;

Ire!and’s Industrial. Development Agency (IDA), fuelled by th:s vision, has iargely
g 'mplemented it, through innovative policies (especxal[y, a 10-12 per cent cor porate tax
- rate} that brought the world's feading global companies to bu[ld plants in heland

Source: IDA, IreEand.
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Wisdom

In his novet Hard Times, Charles Dickens has two characters say, “Teac boys and girls
nothing but facts! Facts alone are what is wanted in life.” A large part of our education
system teaches facts. But Psychologist Robert Sternberg, & pioneer in cognitive psy-
chology and now an educational innovator, thinks thss is misguided, and has used
his remarkable life story to blaze new trails in reinventing Lhe concept of 1Q. After
he suffered from test anxiety and failed an intelligence test, Sternberg realized that
this score did not predict his intelligence, fust one year later, in the seventh grade,
Sternberg developed his first intelligence test: the Stetnberg Test of Mental Ability, or
STOMA. Because he was a perpetual ‘outsider’, Sternberg never feared challenging
the prevailing paradigms in psychology, such as conventional IQ. Writing in School
Psychology International,® Sternberg outlines his own concept of intelligence, called
WICS, an acronym for ‘Wisdom', ‘Intelligence’, “Creativity” and ‘Synthesis’. The key is
wisdorm, ‘the ability to use one’s intelligence, creativity and experience for a common
good,” Sternberg writes:

The basic idea is that citizens of the world need creativity to form a vision of
where they want to go and cope with changes in the environment, analytical
intelligence to ascertain whether their.creative ideas are good ones, practical in-
telligence to implement their ideas and to persuade others, and wisdom to ensure
the ideas will help achicve ethically-based common good.

Then, ‘synthesis’ is needed to combine the W, I and C. As we saw during the global
financial crisis 20079, creativity without wisdom, especially the ethical component,
leads to disaster.

The WICS theory is remarkably similar to what innovators need to achieve marketplace
success: Creativity, for vision; Intelligence for analysis and implementation; Wisdom, to
create value for everyone not just the inventor; and then Synthesis, to combine the three
seamlessly. I would prefer to call the ‘innovation’ version of the model, CIWS.

Sternberg has created a Rainbow Project to measure WICS and complement the
standard terrifying SAT tests for college entrance. At Tufts University, where he served
as Arts & Sciences Dean, he developed Kaleidoscope, which asked ap-
plicants to write stories on such creative topics as “The End of MTV",
Kaleidoscope scores did not correlate at all with SAT's.

Sternberg’s WICS teaching method encourages students to: (a)
create, (b) invent, (¢} discover, (d) imagine if ... {¢) suppose that and
() predict. Teaching for creativity is very hard for teachers used to
teaching 'facts’. These six stages match closely stages the inventors
follow, in particular, (d), (&) and {f), viz., imagine, suppose, predict.
They also match what parents and teachers often call ‘dreaming’, for
children and students whose vision wanders far away from black-
board “facts’.

121
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Excellence, Passion, Resources

Vision, as Jim Collins explains, occurs at the intersection of three circles—passion
(something the innovator truly and deeply cares abous); excellence (a skill or realm
where the innovator and team feel they are or can become the very best) and resvurees
(the time, money and peopie needed to implement the vision). (See Chapter 2.) All
great innovations have a vision at their core. And all great innovators are capable of
envisioning the future boldiy to inspire those around them,

If you err in your vision, err on the side of boldness. A watery, dull vision is no
vision at all. From our experience of working with product-development teams in
both start-up and established technology-intensive companies, ‘visions’ such as
‘Raise our market share by 5 peints” or ‘achieve a 15 per cent operating margin’ are
very common, but are not true visions. They do not inspire. The response to a vision
should be a ‘Wow!’, or i1s equivalent. If you fail to draw a ‘wow’—reformulate.

Case Study: Global Construction Equipment Firm’ o

'”'We ‘worked with an India-based R&D team that is part of a global firm that makes
conistruction eqmpment The team worked.on two new picces of road-building equip-
*ment. Their initial 'vision’ was to achieve market success and prontab111ty We indicated
i _hat this was not a true vision and would not energize the team to invest the long hours.
eeded to-complete the project fast and successfu!lv After discuission, a new vision was -
ped Creating equipment that would help link 700 miltion Indian villagers with the
‘rest of India, enabhnu them to share in India’s growth and progress by fac:htatmg road-
Iding. This vision excited the team and heiped contribute to the innovative design’s
that ultlmately reached the market,

'Source: Authors.

Case Study: Google. '

age in. 1998, Their vision: Use the Infernet to make nearly all inforsation accessible to ev-

eryone all the time. (Note: ‘all’ and * everyone” are powerful, inclusive, energizing words.)
low? By cieating a search engine algorithin that was fast and far-reaching. In 2005
oog[e made $l S billion in net profit on §6. 1 billion in'sales (mostly advemsmc), with

Case study continued

Two Stanford Ph D. candidates named Lariy Pagé and Setgey Biii det up shop ina
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“Case study continued - ... .

a 67 per cent gross margin. As of 22 February 2006, its market value was $108.3 bl
lion {makmg it the world’s largest media company), and its stock price had risen from
its initial price of $85 to as hwh as $475. Google's three-word credo is: ‘Don't be evil,”
though few know precisely what those words really mean. Brin and Page brought in a
veteran manager, Eric Schmidt, Google's CEO today; the three provide a good balance
of vision, discipline and managerial skill.

Sowrce: www.moneycentral.com; Adi Ignatius, ‘In Search of the Real Google’, Time, 20 February
2006, pp. 28.

Independent-Minded

Innovators and entrepreneurs are independent thinkers. We often ask students, how
many of you intend to become entrepreneurs? Those who respond favourably of-
ten come from homes where fathers or brothers are independent businesspersons
rather than wage earners and serve as role models. For example, the ‘father of the
spreadsheet’, Dan Bricklin, inventor of VisiCalc, relates that his father headed a family
printing business in Philadelphia, Bricklin Press, founded by Dan’s grandfather. After-
noons spent at the priating plant, Bricklin relates, prepared him for trials faced in his
own business.” FedEx founder Frederick Smith's father, too, was a rather flamboyant
businessman.

A study by MIT Professor Edward Roberts of start-up firms in the Greater Boston
area® reveals the following:

* ‘Entrepreneuts tend strongly to come from families in which the father was
self-employed.’

»  Fifty-nine per cent of technical entrepreneurs had fathers who were either pro-
fessionals or managers.

e There is no *first-born effect’ (oldest children show no special tendency to be-
come entrepreneurs).

*  Some 10-25 per cent of each sub-sample of new high-technology firms are
formed by someone born outside of the United States (Greece, Sweden, etc.).

* Regarding age, Roberts finds that the median age at time of company founding
is 35-38 years.

» Eatrepreneurs, before launching their companies, tend to work in development,
not in research, and had an average of 10 years of work experience.

+ And finally, many entreprmeurs had work experience with a ‘key technology
sotlrce organization’, L.e., large technology-intensive faboratory or company,
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where knowledge and skills were acquired. Ken Olson, founder of Digital
Equipment Corp., worked for years in MIT"s Lincoln Laboratories, for instance.
The tatter factor explains the ‘cluster effect’—entrepreneurs tend to cluster in
geographical areas, such as Bangalore, [ndia; Route 128 in Greater Boston and
Silicon Valley.

Creativity Loves Company

Apparently, innovation and innovaters love company. [nnovaticn tends to occur in
geographical clusters, because innovators often like to remain in the area where they
studied science or engineering: Boston/Route 128 (MIT), Paio Alto/Silicon Valley
(Stanford), Bangalore (Indian Institute of Science), Chennai (Indian Institute of Tech-
nology}, Cambridge, the United Kingdem (Cambridge University}, Research Triangle
{Dtke, North Carolina} and so on. For instance, shortly after India gained its inde-
pendence on 15 August 1947, Prime Minister Jawaharlal Nehru announced that India
would build five (later expanded to mary more) Indian Institutes of Technology (HT)
to rival the best such institures abroad. Today many of India’s high-tech companies
are driven by lIT graduates, who built their companies not far from the campuses
where they studied, e.g,, Bangalore, home to the Indian Institute of Science, now a key
information technology hub in India.

Case Study: Silicon Va'.lley : ' _ )

Sahcon Val[ey is an 80 kllometre stretch of former apncot and walnut orchard radx

n corhpames, funded by dyfiamic venture capltal _
o The 19905 saw Silicon Valley virtually explod» w1th startup actw:ty Be

nivérsny and the Umversxty of California at Berl-.e]ey otaduated entrepreneurs wh
Lpproached angel investors and vemure cap:taltsts

.'-.fman a stellar e[ectrzcal engineering professor at MIT. Tt Terman encouraged his students  F
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“and rose from its own ashes. The resurrection was based on the PC—the personal
*“computer.

-in Menlo Park to experiment with home computers. Among them was Steve Wozniak.”

“show and built a machine around it, Later, his friend Steve Jobs joined him to form

Coast in search of jobs. Two of his students were William Hewlett and David Packard.
Hewlett, a graduate student, had designed and built an audio osciilator. Terman saw
market potential in it and persuaded Packard, who worked for GE on the East Coast,
to return home and join Hewlett. In 1937, in a small garage in Palo Alto, Hewlett and
Packard began to produce their audio oscitiator commercially. It was used in 1939 in
Walt Disney’s pioneering film Fantusia. HP, based in Palo Alto, is America’s 11th-largest
firn, with $79.9 billion in annual sales in 2004, $3.5 billion in profits and a market
value of $59 biltion.

In 1955, William Shockley {inventor of the transistor at Bell Labs) brought a team of
briliiant young scholars to the Stanford area to found Shockley Transistor. Some of his
team disagreed with his choice of germanium as an optimal serniconducting material,
preferring silicon. Members of that team, inciuding Gordon Moore and Robert
Noyee, started their own company, krown as Fairchild, and began to mass produce a
device able to integrate large numbers of electrical on-off switching functions, etched
onto a silicon chip, and known as an ‘integrated circuit’. That company formed the
basis of many famous start ups: Intel, AMD and National Semiconductors. These
companies were the core of 2 semiconductor industry that led to the name “Silicon
Valley'. Intel, based in Santa Clara, California, is now the world’s largest producer
of semiconductors, with annual sales of $34.2 billion in 2004, a net profit of $7.5

_billion, a market value of about $145 biflion and employing some 80,000 employees

worldwide.
While Silicon Valley pioneered semiconductors, Japan quickly became far bet-

ter at producing them. In 1984, Intel senior managers Andy Grove and Gordon.

Moore decided to stop producing memory <hips entlrely Silicon Valley's days of
prosperity seemed to be over. But like the Phoenix, Silicon Valley reinvented itself
In March 1975, a group of students formed a club, the Homebrew Computer Club,
He built a computer with an inexpensive microprocessor that he bought at a computer’
Apple Computer Co. in 1976. On 1 Aptil 1976, they released the Apple I. Apple I it

1977 was a big success. In August 1981, IBM introduced its own PC. An enormous
industry resulted-«one that caused Silicon Valley to boorm.

Source: Some mater ml from ’[ xmothyj Stmg,con ‘How Silicon Vftl%ty Came to Be in Under-
standing Silicon Valley: The Anatomy of an Entreprencurial Region, ed. Martin Kenney {Stanford,
Case study continted ) CA: Stanford University Press, 2000).

.':-._to:__ start businesses near the university, to keep graduates from migrating to the East
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4.4 Creativity Muscles

One of the most complete theories of creativity is that of social psychologist Mihaly Csik-
szentmihalyi, who between 1990 and 1995 intensively interviewed 91 ‘exceptional individ-
uals” in art, literature and science.” He calls his theory of creativity ‘flow’. ‘Creativity does
not happer inside people’s heads,” he observes, ‘but in the interaction between a person’s
thoughts and a socio-cultural context. It is a systemic rather than an individuat phenom—
enon.’ The system within which creativity occurs, Csikszentmihalyi calls the ‘domain’.

* Domain: The existing set of rules, procedures, conventions and accepted

wisdom.

» Creativity: Any act, idea or pr oduct that changes an exjsting domain, or
that transforms an existing domain into a new one.

» A creative persomn: Someone whose thoughts or actions change a domain
or establish a new one.

¢ Gatekeepers: Those who decide whether a new idea or pr oduct should be

included in the ‘domain’. .

In order for creativity to succeed, the innovation must be accepted by the ‘gatekeep-
ers’. (For instance, in academic research the gatekeepers include those who edit and
review research for scholarly journals.) This implies that creative people must first un-
derstand the domain within which they work and find ways to persuade
those in the domain to accept their novel ideas. Most breakthroughs,
Csikszentmihalyi notes, ‘are based on linking information that usually
is not thought of as refated’, In creativity, ‘integration—across domains
and within domains—is the norm rather than the exception’”.

The nine main characteristics of extraordinarily creative people men-
tioned repeatedly in his interviews were: ' '

1. Clear goals at every step

2. Immediate feedback (both given and-sought)

3. Balance between the level of difficulty of a task and the skill
required to accomplish it

4. Action and awareness are merged

5. All distractions are ignored

6. There is no fear of failure

7

8

Self-consciousness disappears
The sense of time disappears

and do-far more of
Yol Tove dolng and .
what you hate, 9. The creative activity is autotelic {an end ia itself)

S
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Can you practise creativity? Csikszentmihalyi recommends 'creativity muscle ex-
ercises’.

When we teach innovation, we consistently urge cur students to stretch their creativity
muscles during the course by consciously abandoning habits, because habit is the sworn
enemy of creativity. Eat different foods; listen to different music (try opera, if you generally
listen to rock); rise earlier or later and come to ciass using a different mode of transporta-
tion than usual. By smashing conventions in one area of your iife, you may find that the
effect continues into other areas as well,

Applied Creativity in Action: Kilby and Walton

Jack Kilby was a man who, perhaps more than any other, changed our world. He in-
vented the integrated circuit while working for Texas Instruments (T¥). He definitely
qualifies for the title of ‘extraordinarily creative’. Here is his story, and that of Sam
Walton, founder of Wal-Mart, whose creativity expressed itself not in technology but
in an innovative business modet that also changed our lives. Both regulatly exercised
their creativity muscies—and changed the world as a result.

Case Study:  Jack Who?

Integrated circuits are the building blocks for every appliance we love and use today,
including personal computers.

--How C]ld Jack: Kilby dream up and produce his invention? During a TI plant

: shutdown, engineers went on vacation. But Jack went to work. “Using borrowoci and”
'-.-1mprov1sed equipment he built the first integrated circuit, half the size of a paper::
clip,‘on’ a piece of germamum It was f\lib}'s “idea that made it possible to shrink 4
- huge mainframe computer down to the size of a patm. Kilby's first integrated cireuit
- contamed one lonely transistor. Today’s mlCl‘OpL‘OCESSOI‘S hold more than 100 miilion’"
- transistors. Kﬂby wonthe Nobel Prize for Physics in 2000. Six months after Kilby's-
. prototype, Tntel co- ~fotinder Robert Noyce came up with'a smfular idpa mdependently :
The, two were friends and shared the credit. : :
-'Whiat was the secret of Kilby’s breakthrough? In order to mmiatunze, Iulby needed :
to get rid of the massive wires needed to connect the transistor to the devices it served. -
‘ Let the chip ‘itself be the connector, Kilby thought. “The following circuit elements could
be made on a single slice (of germanium or silicon): resistors, capacitor, distributed
capamtor transistor,’ he wrote in a notebook in 1958. The wires were an unnecessary
- *box’, of constraint, Forty-seven years later—our world is utterly changed as a result of

Kitby's insight.
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The founder of Wal-Mart, Sam Waltos, attributed his success to his ‘constant tinkering”:
g’

] never could leave well enough alone, and, in fact, I think my constant fiddling
and meddling with the status quo may have been one of my biggest contributions
... | have always been driven 1o buck the system, to innovate, to take things beyond
where they've been ... [ have always been a maverick who enjoys shak?rzg things
up and creating a little anarchy.”

theery of evolution. They try many ‘market experiments’, observe the resuits, quickly
end the many experiments that fail and rapidly feverage the few that succeed. Walton
tried lowering prices, found it worked like magic—and built a powerful business model
on ‘everyday low prices’. Innovative companies regularly try such ‘market experiments’,.

an innovation truly meets needs.

Souree: Jefrey A, Krames, What the Best CEOs Kinow (New York: McGraw-Hil, 2003), pp. 206-13.

Kaleidoscope Thinking

Great innovators see the world differently from others. Federal Express {FedEx)
founder Frederick Smith calls this ‘kaleidoscope thinking’, a term coined by Harvard
Business School professor Rosabeth Moss Kanter. In 2010, FedEx had revenues of
$35.5 billion, and profits of $98 million. The market value of FedEx shares was $28.6
billion. FedEx ranked #13 in Fortune’s 2010 list of most admired companies. Here is
how Fred Smith founded FedEx in 1973.

se Study: F:edernckSmath and FedEx—It's Only Money’

Sm.ith, born in 1944, served two tours of duty as @ Marine in Vietnam, His father was
an independent businessman. While at Yale, Smith wrote an economics paper propos "
ing the concept that ultimately became FedEx. His professor was unimpressed. Smith.
does not recall his grade, but remarks that he got a ‘gentleman’s C’ on ail his courses.
- FedEx aircraft—named that, because Smith hoped,' in vain, to get a contract from the ;

Creative people like Walton enlist the principles of Charles Darwin, innovator of the . &

because ultimately only the marketplace and consumer are the final arbiters of whether
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US Federal Reserve system flying checks among banks—first flew in March 1973, after
Smith raised $42 milion from investors, bankers and family members. Smith faced
huge difficulties; FedEx was a network, and its value could not be proven before huge
sumns were invested in creating it. But, explained Smitk, ‘what we were really talking aboust
was money, not life and death issues’, & valuable perspective he acquired in Vietnam.
His insight was that in the age of computers, there would be enortmous demand for
overnight package delivery—a demand that only 2 company that used both planes and
trucks could meet. No such company existed. Starting one would be risky and expen-~
sive. But Smith used ‘kaleidoscope thinking’. He looked at IBM, and reatized it wouid
need a logistics system that ‘provided parts and pieces wherever its computers were
located, whenever it was nceded’. Kaleidoscope thinking is the ability to comprehend
large complex systems, Fred Smith invented a new UVP: "We would be the transporta-
tion system that an organization like IBM needed,’ he thought, Others saw the com-
puter business, $mith saw the transportation and logistics network that it would vitally
need to run. Today, FedEx is a vital part of the value chain created by, say, a company

like Dell Computers; direct sale of computers to CUstOMers requires an efficient, world-
wide network to deliver them quickly.

ew York: John Wiley & Sons,

Source: Gretchen Morgenson, Forbes Great Minds of Business {
1997), pp. 35-72.

Charles Darwin changed the world with his 1859 book The Origin of Species. tle oo
employed kaleidoscope thinking that integrated curiosity, synthesis and courage. We
can learn three things from Darwin’s life and discoveries aboutinnovation? {a) Curiosity:
Darwin was exceptionally curious about everything, from the time be was a small child.
In his long fous-year voyage on The Beagle, he visited Chile. He made extensive notes .
on everything he saw. There, he climbed high mountains and noted how layers of soil
had been pushed up to form mountains. In the tayers he found fossils of seashelis and "
crustaceans. Aha! He thought. These layers were once, therefore, under the sea. How
did a layer under the sea become a 12,000-feet mountain? Later, he found the answer
in a book by geologist Charles Lyell, who theorized (against conventional wisdom)
that earthquakes pushed the earth up, twisting horizontal layers into near-vertical

et

Case study continued
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mountains. This process must have taken millions of years, Darwin thought. He filed
this insight away—for later use. (b) Integration: Darwin read widely. f-[eore'ad about
geology. And he read about economics. In 1798, an economist natmec Thomas Robert
Malthus Wrote an essay, ‘An Essay on the Principle of Population’, in which ke observed
tha‘t populat{on expands rapidly, geometrically, while food expands only as an arithmetic
series, meaning that food per person declines, leading to a struggie for survival. Darwin
later remembered this idea and integrated it, along with his negiooy readings, into his
theory. T:he theory of evolution owes its discoveries to Dam?n's a%ility to LTn’derstand
and use ideas very far from biology. (¢ Courage: Prevailing theory about how species
evolved attributed them mainly to Divine Providence. Atothe time Darwin lived, the
Church was very powerful. Theories that contradicted the Church’s doctrine ;Jvere
labelled as blasphemy. Nonetheless, Darwin published his insight, in 1859 despite the
consequences. Species evolve, he wrote, as they struggle for survival; only ;'pecies who
have traits that help them survive to reproduce will endure and pass on those traits. He
used his observations of mockingbirds, collected in the Galapagos Islands, whose bx;aks
had adapted according to conditions in different islands. ’I‘hisbprocess, h'e noted, took
many tk}ousands of years, It contradicted the literal Biblical theory of creation (th;)ucrh
not entirely—the sun and stars were created only on the fourth day, so the first th?eé
"days’ couid have lasted for many millions of years). But Darwin wrote what he believed
was the truth, regardless of Chusch sanctions. Ianovators should follow Darwin, as a
role model, and constantly seek new ideas and information. One day, perhaps you’ out
reader will take a piece from geology, a piece from economics, and a piece fl‘o;n bo’tan
ffmc-i zoology, like Darwin, assemble it, integrate it and find something so beautiful sg
mmghtful, so earthshaking that the world will never again be the samz. r
Kaleidoscope thinking often creates innovations simply because innovators look

beyond the narrow focus of their current products and services. Author Steven
Johnson cails this ‘the adjacent possible’—looking beyond existing products, far
enough to be innovative, close enough {adjacent) to be feasible. ;{e cites aer; an
‘exa.mple fohanfles Gutenberg, who invented the printing press. Gutenberg looked
ad}ftcent to printing, to the wine industry, which had then invented the screw press
for increasing the yield of grape juice from grapes (far higher than the traditionat
approach of stamping grapes with the feet}, Guten‘berg realized the high force exerted
by the screw press in wine could be used to press type into paper, ?‘or printi;w As
author Arthur Koestler once observed, “all decisive {creative) even'ts involve c?éss«
fertilization beyond disciplines’.

wree: 8. Maital, ‘Lesso‘ns from Charles Darwin, on the 200th Anniversary of iﬁs Bnth H
Mnovate blog, http:/timnovate. wordpress.com/2009/02/1 1/iessons-from-charles-darwin-

-the-200th-anniversary-of-his-birth/
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Penicillin? Or Mould? How Errors Generate Innovations

" In his book Where Gaod Ideas Come From: The Natural History of Innovation (2010}, Steven

Johnson observes that a large number of transformative ideas in the annals of science
can be attributed to ‘contaminated laboratory environments’. For example, Nobel
Laureate (for medicine) Hans Selve, pioneer of modern trauma theory, tells of his
days as a research assistant. He noted a Petri dish covered in mould and threw it out
in disgust. Much later, Donald Fleming saw precisely the same thing—but noticed
how the mould destroyed bacteria, and, curious as to why this happened, went on to
discover the uses of penicitlin. Fleming thus developed the first antibiotic, anid saved
hundreds of thousands of lives as a result during World War I1. Innovators see things
differently than others, often with extraordinarily beneficial results!

Johnson notes that the invention of the cardiac pacemaker occurred only because its
inventor ‘grabbed the wrong resistor’ while building it and noticed that the result simu-
tated a regular heartbeat. ‘Error,’ notes Johnson, ‘often creates a path that leads yout out
of comfortable assumptions, Being right keeps you in place. Being wrong forces you to
explore!” He cites William Stanley Jevons, who in 1874 wrote that ‘the errors of the great
mind exceed in numbers those of the less vigorous one’. This contrasts sharply with
the common view that smarter, creative people make fewer mistakes. To create an in-
novative environment, it is vital to permit a certain amount of random ‘noise’. The best
innovation environments are also somewhat ‘contaminated’, and are never ‘sterile’.

'Fail early to succeed faster” is a well-known principle for speeding up innovation.
Innovators should never be afraid to fail, but should always be open to learning from
their failures, rather than mourning them.

Stubborn, Dogged Persistence

fnnovators are doggedly, stubbornly persistent. They do not give up easily, or at all—
those who do never see their ideas implemented. llinois-born Abraham Lincoln, elect-
ed the 16th American president in 1860, is not generally regarded as an innovator, yet
his career typifies the persistence needed to succeed in the face of repeated failure.

Case Study:  Lincoln as Loser
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(1832), speaker (1836), elector (1840), Congress (1843 and 1848), for the sen

The list of Lincoln’s defeats is long. He failed in business in 1831 and had a mental

breakdown in 1836. He then lost at least eight elections, among them, for state legislature
ate (1855 and

Case study continued
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Case study continued

1858), vice president (1856) ... but wltimately won the great prize, when he was elected

Pre;id;nt of the United States in 1860. Like great entrepreneurs, his character was forged
in the fires of adversity and defeat, strengthening him to lead his nation i thie despers
Civil War, 1861264, . ; e cespere

surce: “The Glurge of Springfield’, Snopes blog, hitp//www.snopes.com/glurge/lincoln.asp

4.5 Innovative Teams

It may be‘that the future HP hero will not be limited to the engineer with the
new idea for a circuit, but will also include the person who can make groups of
people separated by product type and geography work together successfully.

—the late Lew Platt, former president & CEQ, HP

Increasingly, innovation occurs within teams. MIT Professor Edward Roberts found
that the likelthood of a technology-driven start-up succeeding increases dramati-
cally if there are two or three founders rather than just one. Apple
was founded by Steve Wozniak and Steve Jobs; Google, by Sergey
Brin and Larry Page; Intel, by Robert Noyce and Gordon Moore; ?n—
fosys was started by seven founders. The reason team-based inno-
vation succeeds more often is clear. Teams outperform individuals.
Successful innovation management requires a broad range of skills:
technological, human, business, administrative. There ar?a few indi-
viduals who alone embrace all the needed skills. An ideal start-up
team includes a technology expert, a manager and a sales and mar-
keting expert.

Whom shouid you invite to join your team? This exercise may
help.

What is a team? Jon R. Katzenbach and Douglas K. Smith note that
the term ‘team’ is used loosely. Many teams are simply loose ‘working
groups’. While working groups discuss and delegate, teams do reaf work
together, they note. Working groups have individual measures of output
while teams measure their wllective output. Successful teams do some’
or all of the following: they select their mermbers for skilis and poten-
tial, not for personality; establish urgency, set demanding performance
goals and offer clear direction; set clear rules of behaviour; chaltenge
the group regularly with new facts and information; spend time to-
gether and exploit feedback, reward and recognition.'
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Catchball

One method for managing innovation in teams, developed in Japan, is
known as ‘catchball’. Like the metaphor of tossing and catching a ball, a
team member creates an idea ‘ball’ and tosses it to a collaborator. The per-
son catching it takes responsibility for understanding the idea and for find-
ing a way to improve it. He or she then tosses it back to the group, where
it is again caught and improved. Through the cycle of improvement, the
process of tossing and catching builds commitment and "buy-in’, Catchball
emulates the Socratic dialogue approach described by Plato; team mem-
bers engage in a dialogue by means of serially improving a core idea.”

4.6 How to Build a Global Team

Vijay Govindarajan and Anil Gupta studied 70 global business teams to
determine why they succeed or fail.t Most such teams, they found, failed,
Among the key factors that senior executives listed for success were {in or-
der of importance): trust among team members, overcotning communica-
tion barriers, aligning individual members’ goals, ensuring the team has the
needed skills and obtaining clarity for team objectives. Their prescription:

1. Define the team'’s ‘charter’ or mission clearly and make sure it is
well understood by ali members.

9. Choose team members with care; encourage diversity in skills,
perspective and personality, but do not allow the diversity to frag-
ment the team’s efforts.

3. Keep team size manageable—make the “core teamn’ no more than
10: while the extended team can be larger. Choose the team leader
with care and be sure there is a team ‘champion’ (senior manager
within the organization).

4. Manage the team well—foster trust, use frequent face-to-face
meetings, rotate meeting locations, link rewards to performasce
and build decisions on data.

Case Study: HP Medical Products Group (MPG): Viridia -

“rigal revenues, creating some 400 new products sold throughout
~ the world. Lew Platt foundéd ‘and for years headed the division

T

' During the 1990s, HP's MPG generated foughly $1.3 biltion in an- E

Case study confintied

ACTION
LEARNING

The Wisdom of Teams s
There s a saymg, Two heads -
are befter than one.' Four heads -
are even betler than two. Here is -
proof. s
On a slip of paper, estimate the
haigiht of former star NBA Chicago’ -~
Bulls basketball player Michasl Jos--
dan (in inches, or in cenlimetres). - -

. Mow gather a group ot four to -
five friends. Ask eachtodothe .
same. T

. Calculale the average of the:;
four to five estimates. Norit-
mally, the average esfimate of
the group will Be closer to the™:;
trye answer than any single ™
estimate. u

e

For the actual hieight of Michael.
Jordan, see the endnotes.to th
chapter.”

ACTION
LEARNING

Catehball .
Form a feam. Ask someone.
suggest a new-product idea. Thar
implement catchbali—have. him
or her toss the idea lo anoth
team member, and 50 on. Keep
a leg or diary, and #st the details
of the idea as it is transformedin
the process. Are there any break
throughs? Doas the idea pragre:
get better, or get worse? Do tea
members work with less engr
when the idea does not originaté
wilh them? Does the finat ided:
reserble its original formulation?::
Is it overly complex, with unneces-
sary features added on? Do team.
members reatize that ‘subtraction’, :
and not only ‘addition’, can pro-:
duge an improvement?




134 innovation Management

'ACTION
LEARNING

ative Is Your Organt-

ght questions designed
3 slrengths and weak- . >
anovation within orga~
w business units. For .
the factor on a scale
where 10 is the score
nization that excels in .
Then, draw a graph, 7
of your organization's::
vation charactesistics. : ..
15 must be underiaken -
{Note: the ‘organiza- .
be the business school -
y al which you are cur- -
ring.) How competentis. ",
ization in.

1 goals: Cleatly defining .-
‘alive objective.
ing ideas: -Coming.up
+, original ideas for prod-i.
vices and processes. |
¢ amang Ideas: Selec-

1@ best idea frorn among -
timplementation, L
anting ideas: Managioy
ementation of a chose:

Ig creative peopla: Se
and hiring people wh

. Case study goﬁié'nue

(he later became HP CEQ). MPG used cross-functional teams,
defined as ‘reams that perform unique, uncertain tasks to create |
new and non-routine products or services’. The cross-functional |
appro&ch was employed to roll out the Viridia Patient Care Sys-
tem—"a family of patient-monitoring and information manage-
ment systems designed to help caregivers balance clinical and
business ob}ectwes in healtheare settings”. Viridia required teams
able to develop and deliver the various components, including,
diagnostic workstations, remote computer and communications
links, and the healtheare telemetry systen. Six teams were set up,
~ with some 200 members in all. A special training programime was
set up to foster speed, efficiency, leadership and group decision-
making. During product development, efforts were made to keep
all six teams in close touch with one another (‘teamwork among -
teams’). All 200 team members met face-to-face twice, once in
Massachusetts and once in Germany—an expense that would
deter many companies. There were also weekly videoconferénce
calls. Teams were not only cross-functional, they were also crogs--
divisional, cutting across division lines, thereby ensuring that Hp
divisions, too, would cooperate and collaborate. Thomas_Legate,_'
in recounting this experience, notes: ‘Organizations should limit
. ‘bureaucracy and rules ... and create a fluid, entrepréneurial -
culture.’ ' R

Source: See Thomas Legate, 'How Hewlett-Packard Used Cross-Function
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All these eight attributes of innovativeness are important. But perhaps the last,

fostering a creati\& culture, is most important because innovation cannot Bower if

the soil {i.e., culture) within which it is planted is acidic and hostile. As companies
merge in ozdu to attain global scale, they find that their very size discourages
innovation, while, paradoxically, they increasingly need innovation to develop new
products susceptible to global scale and deployment. An innovation culture can
offset this.

There are two approaches to fostering innovation within large organizations. One
is the so-called ‘skunk works” approach; a second is ‘intra-prenetirship’. Skunk works
create a isolated ‘island” of entrepreneurial, innovative culture; ‘intrapreneurship’
spreads that Island culture to the whole organization,

Skunk works create a kind of ‘playground’, populated by eccentric, individualistic,
creative people; give them tools, tite and isolation from daily corporate pressures,
challenge them with difficult, unsolved {and ostensibly unsolvable) problems, then
leave them alone, and come back in six months to harvest the solutions. In this ap-
proachy, the poliuting impact of corporate bureaucracy is kept at bay, almost like creat-
ing a'clean room’ in a semiconductor factory that filters out even the tiniest of impure
particles.

A second, and opposite, sotution is 'lntrapreneurship’ tal innovation
inside a targe organization, rather than in a small start-up company. In this approach,
the entire organization is structured to foster and support maverick entrepreneurs
who spring up atd work within the system as an integral part of it. Here are two case
studies that respectively iltustrate each of these two approaches.

ﬁék]}ééd‘Skuﬁk Works

135

In the American comic strip. Li’l Abner, created by Al Capp, the skonk works (sic) was an E

Teams to Deliver Healthcare Industry Solutions’, Journal of Grganizational
Excellence, Autumn 2001, pp. 29-40,

(illegal) alcohol still, where its operators tossed-shoes and dead skunks into the vat.
Lockheed's version, officially known as the Advanced Development Programs unit; was”
set up downwind of a smelly plastics factory in Busbank, California, during World War:
IE: (In 1989 it moved to Palmidale, California, where it exists today.) Its legendary head
Kelly Johnson gave it the name Skunk Works when an engineer came to work wearing,
a gas mask. Later, the skunk {ogo and name Skunk Works became official Lockheéd.
trademarks Among the remarkable inventions of this creative unit were the P-38 Light-
ning fighter, the spy planes U-2 and SR-71 Blackbird, the F-35 Joint Strike Fighter and the
X-27. Lockheed’s Skunk Works is credited with inventing the design principle knowr as
Keep It Simple, Stupid (KISS). Skunk Works has become an engineering term for secret
{or ‘black”) projects. :

ivated to innovate, and
good at it
qg the creative pro
Aanaging the proces
which ideas are cie
hosen, organized int
ntation  projects  an

maten piects i 4,7 The Innovative Organization :
‘kat esting. L : i
fewfiﬂffn-' ks in-  [nnovative individuals and teams can be successful and productive, :
g confficts thal arise - . . . s : R .
indivduals and teams, €Vt if the organizations within which they work are bureaucratic, con-
yroduct devetopment, "+ servative and risk-averse—but their Jife is much harder.
'g a areative culfure: | How innovative is your organization? How well does it nurture and
3 a culture that empow- . . W g 2 R
alive individuals and encourage innovative individuals and teams? How can it be made more
innovative? We begin this section with a diagnostic tool that helps an-
swet this question.

motivates them and -
nts their ideas.

Source: Ben Rich and Leo Janos, Skunk Works (Boston, MA: Little, Brown & Company, 1996).
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““Table41 America’s Most-Admired Innovative Comﬁanies

Entrepreneurship within Organizations: Art

Case Study:
' Fry, Post~it Notes

2010 Rank & Company 2006 Rank
The ubiquitous yellow Post-it notes invented by SM’s Art Fry are 1 Apple 1
perhaps the most widely known and cited example of innovative~ 2 Google 2
ness and intrapreneurship. Yet the story is still worth telling, Fry - 3 Nike
noticed that, as a member of a church cheir, the paper markers 8
he used to mark places in the hymnal tended to fall out; he felt he 4 Amazon.com not in top 10
needed a marker that would stick to the page yet not damage it. ) 5 Goldman Sachs not in top 10
He made one, using an adhesive {a glue that did not really glue) | ’ 6 Procter & Gamble 4
developed at 3M, and circulated it in the hope someone would 7 McDonald’s
find a use for it. Fry was told 3M could not manufacture the prod- not in top 10
wet, so overnight he developed a crude machine that could. 8 Intel hot in top 10
Then, 3M Marketing said its research revealed no market for { 9 UpPs not in ton 10
it and a four-city campaign failed, because potential customers 10 FPL ) i
‘did not understand what they were being asked to buy’. But ' not in top 10
Art’s manager became a supporter and champion. Boise, Idaho, Source: http://money.cnn.com/magazines/fortune/mostadmired/2010/best_worst/best1.html
was chosen for a market test, and Post-its were placed everywhere
for people to try. Sales were huge, and regional, national and - o :
' international success quickly followed. I , Six of the top innovative companies in 2010 were not in the top 10 in 2006. And 6
e of the top 10 innovative firms in 2006 failed to make the top 10 in 2010. The lesson is
clear and obvious. Creating an innovative organization is a huge challenge. Remaining

sible, through construction of a culture of innovation, fostering an innovation process,
as Apple and Google prove by remaining #1 and #2, respectively, and by choosing and

developing creative people.
Each of these top 10 firms is innovative in a unique way. There are, however, three
. common denominators. First each has a powerful innovative leader. For Apple, Steve
: Jobs. I.'o1;-Google, founders Brin and Page. For Procter & Gamble, CEO A. G. Lefley.
: America’s 19th-century President John Quincy Adarms once defined leadership: “[EIf

Source: Gifford Pinchot 111, [ntrapreneuring (New York: Harpet, 19835}, pp.
137-42.

;
| - innovative over the long haul is an order of magnitude more difficult. But it is pos-

* Which approach works best: skunk works or intrapreneurship? It depends on the

nature of your organization.
Here are eight questions, based on a questionnaire designed by Gifford Pinchot,

that test your organization’s ‘intrapreneurship readiness’. If the answers are mainly your actions inspire others to dream morg, learn more, do more and become more
. R . . . . . . . " ’
no’, either change your organization C'_-lltu_m or persuade your CEQ 1o set up 2 you are a leader.” This defines an innovation leader as well, and all innovative organi-
protected skunk works where the organizational culture cannot destroy creativity. zations have one

_ Second, each of the top 10 has found a compelling answer to four questions: Why
innovate? what to innovate? how to innovate? and who innovates? For AMD, a pro-
ducer of microprocessors and competitor of chip giant Intel, the focus is on designing

4.8 Conclusion - of micr .
| new, innovative chips that meet and anticipate market needs. AMD made the 2006

Each year, Fortune magazine surveys thousands of senior managers and board mem- top 10 innovation list but in 2010 was replaced by Intel. Against the global scale and
bers, to determine the ‘most admired companies”. The respondents rank companies efficiency of Intet, only innovation can help AMD survive and prevail. AMD's decline
in eight dimensions. The first (and perhaps most importans) is ‘innovation’. Here in innovativeness has been paralleled by a decline in its business performance. Procter
& Gamble's innovativeness focuses on brand management, an expertise this company

are {in Table 4.1), in order, America’s most admired companies for innovation for

2010 (2006 rank is also shown alongside): has developed over seven decades. Nike's innovation s in its winning designs. Target
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{retail chain) focuses on a business model that compqes with the. c?mpellmg 19\\f~
price cconomies-of-scale business design of Wai-Mart; it made #10 in 2006, but failed
- top 10 in 2010, .
© E[r‘lkiiil,ﬂt]lict:eptop 10 innovative companies all share another comrs}onlskill..HaV{ng
answered the four questions (Why? What? FHow? Who?), and havmg identified in-
novative business ideas that create unique value, they are also expert :n the 'nextjl\lvo
crucial stages. After ‘innovate” cotnes ‘deploy’ (usually Iglobally) and ‘adapt’. F?l(,l. ity
in innovation requires operational efficiency (deploy ‘WLdely) and customer intimacy
{adaps to local markets and segments} in order to achieve growth and proﬁt..

In Part (1 of this book, “Tools for Profit and Growth', we offer .lU (.:i}apters_, ar:;d 10
tools, that show how to manage innovation by deploying and adaptmg innovative ;c‘ieas,
through estimating and managing costs (Chapters 3-11}, un_clerstandmg ‘consugu:‘; de-
mand (Chapter 12), managing risk (Chapter 13) and balancing competition an colz)p-
eration (Chapter 14), We urge readers to use the four chapters in Part T of thlS. bopo t;
develop an innovative business idea. When you have one, apply the 10 to-:-)ls in Part
of this book in order to build an innovative business design well aligned w1t?1 this 146&,
to generate growth and profit. Combining the strategies and concepts of innovation
with the tools of innovation management gives innovators the be§t chance of building
competitive, growing and profitable brands, product lines anct businesses.

REINVENTING PROJECT MANAGEMENT AT
TATA STEEL : :

1 CASE STUDY:

Implementation of the cold rolling mill (CRM)

In March 1996, R. P. Singh joined the senior management gf Tat:.al Steel, Jamshedpur,
with a brief to focus on new projects. He had earlier worked in projects at Bokaro Steel
Plant and the Vizag Steel Plant prior to joining Tata Steel. In Novempelr 1997, the Tata
Steel Board decided to go ahead with the ambitious ‘Cold Rglimg Mitl ((.IRMl) Project,
approved at a cost of ¥18.74 billion (about $400 mitlion) and m?pl‘ementa.tlon-nme of 36
months, which were reasonably aggressive targets, given other similar project implemen-
tations worldwide by other steel plants, o

R. P. Singh and B. Muthuraman (uatil recently the managing director of the company,
but at that time the director responsible for the project) benchmarked worid_w1de CRM
Projects and felt it would be great if Tata Steel could create a world record, in terms of
both implementation time and cost, in the CRM Project. They found tlhat rece.nt imple-
mentations workdwide included Baoshan Steel, China (38 months), Siam Umt’ed Steel,
Thailand (37 months), Bethlehem Steel, USA (30 months). and Posco, Sguth Korea .{29
months}), which was currently the fastest implementation for a CRM Project worldwide.

Case study 4.1 continued
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They decided to set themselves a completion time target of 28 months and a project
cost of T16 billion for the Tata Steel CRM Project; which, if achieved, would set a new
world record.

Tata Steel had a 300-strong, well-established engineering division, with its own
way of implementing projects. Perhaps the innate desire to create a new cuiture in
project implementation was what prompted the top management to induct Singh as
the project in-charge. In a large organization like Tata Steel, such a senior induction
for heading the company’s most important project in decades was not likely to be
received enthusiastically by the existing project management group.

When Singh made his time and cost targets known to his team of project engineers,
contractors and collaborators, many silently wondered whether such an aggressive
target was part of the initial enthusiasm of a new entrant. They were certain that in
due course Singh would accept ground realities and reset the target to a more realis-
tic timeline and cost estimate. Existing senior managers in good humour cautioned
him that the way he was going, it would cost him his future in the company. Singh
handpicked a team of 60 engineers with proven track record from different parts of
the company and sct about his task. The eatlier Engineering Division was essentially
dismantled. Ie communicated his dream to these 60 engineers and about 300 others,
representing various contractors and suppliers, in an open meeting in January 1998,
He proposed the brave new target cost and implementation time for the CRM Project.
He also presented the goals of the CRM Project:

*  Create a ‘world-class CRM complex at the lowest project cost’.

* et aworld record in implementation time and project cost so that Tata Steel
becomes the new benchmark.

* Develop people with a new ‘mindset’.

*  Develop improved systems with universal applicability that can be carried over
to other Tata Steel projects.

*  Make the CRM Project an example of change for others.

The reaction from the group ranged from stony silence followed by polite amuse-
ment to outrage and outright disagreement. The group was unanimous in its verdict:
‘Commissioning the CRM in 28 months is impossible!’ It was clear to Singh that the
culture was not aligned to the vision. Foreign contractors such as Hitachi, Fluor Dan-
iel and others were kinder in their responses but the implicit message was the same.
They clearly put forward the question ‘Mr. Singh, you are Indian. How can you even
think of these outrageous targets for a project being implemented in India?”’

Over the next two years, by means of a large number of innovations in project man-
agement and by motivating people, Singh and his team actually completed the project

Case study 4.1 continued
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Case study 4.1 continued

#16 billion. Innovative practices

in 26 months and well within the tight budget of ' _
g, creating winners out of

he brought in included meticulous hour-to-hour plannin winners out
ordinary people, breaking the bartiers between contractors and th.e owrler (w ic “15
bane in most projects, leading to a lot of wasted energy) .and men?ulous monitos mg’.
He also found innovative ways to ensure that everyone involved in the project took‘
complete 'psychological’ ownership of the prog'ect ar}d drovre innovation 1 hx‘s‘/ha,
areas of responsibility. He demonstrated what is possible by ‘leading from the front
and by setting an example for others to emu_iatg.
“To achieve the lowest project cost, Singh insisted on:

s  FEconomic design of civil and structural works

o Optimum tender specifications

«  Each tender specification being given a target €os
homework by the project team

« Enough competition among the bidders

¢ Hard negotiation with the bidders

o No additions in scope after order placements . ‘
s Any defetions in scope suggested by the bidders being entertained only on merit

t value, based on extensive

Revamp of Blast Furnace F

Soon after the completion of the world record-creating CRM Project in 2001, R.P
Singh was given his next challenge: the revamp of Blast Furnace E The olc_:l furnace
had outlived its utility and had to be totally upgraded. Its capacity had to be increased
to 1 million tons per annum {tpa} from the current 0.60 m112_10n tpa. I.*oreLgln compa-
nies estimated implementation time and cost for the compietion of this project at 210
days and T5 billion ($110 million). These estimates were not‘a.cceptable to Singh. ,Each
day that could be reduced in the schedule meant a large addm‘on to the company’s top
and bottom lines, since the furnace could then begin production soone. Most foreign
consuttants, including Paul Wurth, dissuaded Singh from attemptng anything more
ambitious than what the foreign consultants suggested, stating that lesser estimaies
would be impractical even in western countries, let alor}e India. -

Singh passionately believed that results could be achieved thfough the r1gh§ efforts
and hard work. One of the concerns of the project team that Singl was heading was
its inability to visualize what the new blast furnace would look like, and the complexi~
ties that could arise during the revamp process. Singh thou.ght that a gogd place to
begin shrinking the timelines was through detailed Iand .met1cu10us Plannmg. He.b<?~

" lieved that planning was the crux of sticcessful project implementagion. Another big

Case siudy 4.1 continued
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chalienge was to coordinate the work of dozens of world-class contractors to ensure
that each performed their role in the given short period of time. There were over 5,000
activities to be completed. The project was scheduled to commence on 6 February
2002. Singh and his tearn had about a year before the project commencement date to
pian out the various activities. Singh wanted to leverage the experience gained in the
Blast Furnace F revamp to sharpen the project management skills of the company, so
that two other major projects that were to follow, i.e., the Blast Furnace G revamp and
the expansion of steel-making capacity, could also be successfulty completed against
chalienging cost and time targets.

Singh was certain that a lot of difficult challenges would arise as the project for the
revamp of Blast Furnace F unfolded. The fact that the entire work of revamping the
‘F biast furnace had to be done during summer when peak ambient temperatures
soared over 45°C, and the fact that adjacent to this furnace, other blast furnaces would
be in operation during the project work, only added to the complexity of the task at
hand. For instance, the thickness of the scab (the muck that settles on the walls of the
furnace during its operation over the years) in the furnace could only be speculated
upon during the planning stage. The actual magnitude of difficulty in removing .the
scab would be known only when the furnace was opened up for revamping it. Relay-
ing the refractory would have to be done after removal of the scab, and this was a
time-consuming job.

The project also had to meet the highest standards of quality and safety, white ad-
hering to the time and cost budgets, since any sloppy work would impact the opera-
tion of the furnace once it was re-commissionied.

As in the case of the earlier CRM Project, through a series of innovations in project
management, $ingh and his team completed the revamp in a record time of 104 days,
against Singh's revised target of 110 days, and the cost was less than half of what the
foreign consultants had quoted. He came up with innovative ways such as building a
scaled down model of how the revamped Biast Furnace F would look like, a computer
simulation of the revamp process, etc., to ensure that each of the 5,000 people who
would be working on the project, including Tata Steel engineers, many contractors
and a large number of unskilled labour, had a complete picture of the project and
knew their particufar role in it and the consequences of delays. He got their commit-
ment for timely completion of the project at target cost, with highest quality while
ensuring safety. This project again set a world record for a project of this magnitude.

Having tasted what it means to be a winner, Singh has managed to create a team
that is ‘addicted to winning’, so rauch so that the next project, the revamp of the Blast
Furnace G, which was nearly twice as big as Blast Furnace F, was completed in 95 days.
Singh has been successtul in creating a team of people who are ready for even bigger
challenges as the company continues to expand rapidly.

Case study 4.1 continued
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and passion is captured in his

it seps Singh at such high levels of energy ‘
Just what keeps Singh ¢ hig g Aaborisme

interpretation of one of Patanjali’s {a great ancient Indian scholar} many
from the Patanjali Yoga Sutras:

y somme great purpose, some extrao.rdi.nar'y project,
bands—your mind transcends limitations, your
consciousness expands in every direction and you ﬁnd yourseif in a ‘new:
oreat and wonderful world. Dominant forces, faculties, and talents become
:livc and you discover yourself to be a greater person by far than you ever

dreamed.”?

When you are inspired b
all your thoughts break their

i 0j ‘ata Steel -
So who innovates? The case study of R. P. Singh and project management at Ta St
stggests that if your organization can succeed in unleashing the innovation potel
° - . ey
of your entire workforce, as Singh had done of his entire project management team,

your organization can achieve the impossible!

INDICORPS: HARNESSING THE POWER:

a2 CASE STUDY: oF YOUTH THROUGH VOLUNTEERISM BY
5 CREATING A META=NGO

Indicorps was set up to inspire collective action amongst nonfresident indian f(I\ilsz
youth towards engaging productively in the developm@t of India, Fhe coufmry t(,) t e;: '
origin, roots and identity, Anand Shah, at the age pf 32, is the embodiment © exté erjﬂ ot
and dynamism, combined with an immense passiof for tf}e COUTnLLY. N{ahatma andhi
words, ‘We ourselves must be the change we want to sec 1 the world, seem to st‘im.up
what he and his sisters Sonal Shah and Roopal Shah-had set out to do throu_gh Indlgox Els.
Indicorps seeks to bring together people with a desm? to.coutrlbute to society arkl1 WUE
have an abitity to visualize where India should be going in the years to come. T frmﬁ:l '
Indicorps, the Shahs hope to unite Indiagls ;rotind the :vofli?] mc g Li:rc;g;,mon vision for

i effectively engaging them in the development ot ine . -
nati"cl,lr; bSyhah familg migr;teg to the USA in 1971. Son'al, Roopal and A_nand had t'helzr
entire education there. All of them had enviable edu.cationa_ll apd profgssmqal ca}‘eeﬁ: in
the USA, before they decided to start Indicorps. Their upbringing had ingrained Clln t en';
values such as humility, sacrifice and cooperativeness, which enabled them to do grea

ing er. .
thl?xf slt)%g;t?he entire Shah family took a three-month. tour of rural India. Towarc?ls the
end of the trip the three siblings had resolved that they would someday do something to
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contribute to the progress of rural India. During the 1990s, Sonal, Roopal and Anand
each got the opportunity, separately, to spend a year in India. Each came with a differ-
ent motive and took back with them a deeper and broader experience of India.

In the late 1990s, Anand journeyed to India to study Indian philosophy. This ex-
perience changed Anand’s perception of life. He discovered his own potential, which
convinced him that he had the capability to satisfy the burning passion inside him to
serve the [ndian community. A transformed Anand went back to his home in Hous-
ton, USA. A couple of months later, he lost a very dear friend of his in a bus accident
in South America. This event shattered Anand and roused in him great anger towards
God and fate, raising questions as to why such cruel things had to happen only to
good people. This was a delining moment in Anand’s life, and made him realize that
the same thing could happen to him, that he may not live tomorrow and, therefore,
that he had to get started now with what he really wanted to do, which was to serve
the community. The three siblings discussed this dream among themselves and made
a firm decision and commitment to fulfil their passion to serve Indians in India. They
had no concrete plan about how to go about this. They decided, however, that at any
given time, one of the three would work in the USA to help pay for the living expenses
of the other two in India. The sisters also decided not to get married as this might
deftect them from their goal.

Anand’s frequent interactions with the Indian community in America revealed that
second-~generation Indian-Americans were interested in doing something outside-
the-box and wanted to contribute to the development of India, despite the resistance
of their parents. It was obvious to Anand that Indian-American youth were enthusias-
tic about volunteering their services to make India a stronger country. However, these
youth had neither the opportunity nor an organization that they could rely on to ful-
fil their aspirations. These were usually second-generation Arnericans with no direct
contact with India. In many cases their parents, usually first generation immigrants,
had left India for greener pastures and, having prospered in America, did not want
their children to be concerned with India and her myriad probiems. However, what
was clear to the younger generation of Indjans was that, even in America, they could
not run away from their Indianness, Arand resolved to set up an organization that
would foster a pan-~Indian identity to provide Indian youth in America with opportu-
nities to engage meaningfully with india. He felt that an important strength of India
was the voice of Indian-Americans, and this was not being meaningfully harnessed.

The initial plan was to provide human capital for the voluntary sector through a
fellowship model—inspiring NRI chiidren in America to come as volunteers to [ndia
to work on rural development projects in coordination with reputed local non-~
governmenta! organizations (NGOs}. in October 2001, Anand put together a network
of reputed NGOs, with Indicorps as a 'meta-NGO’ that would work with each of

Cuse study 4.2 continued
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them to provide human capital in the form of NRI youth who wanted to volunteer
in India. There were several challenges in the voluntary sector in India. Most NGOs
had no vision of where they wanted their organization to go or what they wanted to
achieve. From time to time, some of the better-known NGOs wouid get requests from
volunteers based overseas (both foreign and NRI) to work with them for a period of
time. However, these NGOs did not have the means to judge the capabilities of the
overseas volunteers. Anand realized that, apart from providing human capitat to the
voluntary sector, Indicorps had to work with its partnet NGOs to help each one to
create an immediate and a long-term vision for itself. 1t had to provide the NGOs with
people with leadership potential and drive to help realize their vision. :

As per the fetlowship model crafted by the founders of Indicorps, each fellowship
year was to begin on 15 August (Indian Independence Day) and end in July the follow~
ing year. Fellows of the Indicorps programme would spend a year in India working on
a grassroots project o
India, their health insurance (together costing about $3.000) and all local living ex-
penditure. Indicorps would cover only the costs of the initial month-long orientation
and in-country travel costs. Indicorps partner organizations {L.e., the partner NGO}
would arrange for living arrangements and materials for the projects. The projects
would be suggested by partner organizations and Indicorps would send its fellows
to help implement them. The first feliowship programme comrenced on 15 August
2002, and has been growing from strength to strength ever since.

Indicorps specifically chooses to focus on projects in rural India, because small in-
terventions can go a long way in rural areas. By leaving their comfort zones and plac-~
ing others’ interests before their own, the Indicorps fellows get an opportunity to fest
their own potential and take a lead by committing themselves to effecting change in
the world around them. The guiding philosophy is: If you move the youth, you move
the nation.’ The fellowship experience fits into a larger vision that each volunteer will
carry for his/her life. The Indicorps expetience kindles in them the desire to contrib-
ute something that they perceive as value to the society and world around them, no
matter what they choose to do later in life, and to inculcate in them a spirit of service.
Indicorps produces fellows with integrity and passion who will become some of India’s
most powerful assets and leaders in the future, playing the role of ‘ambassadors’ for
India when they go back to their home countries.

Inspiring a global movement that allows a Jatge number of people who care about
India to collectively take responsibility for the country’s progress and give back to
India through grassroots service is one of Indicorp's key goals. Helping NGOs to cre~
ate their own voluntary programmes to engage Indians within India to contribute to
the development of the country is another key goal. There is a vast training gap in the
voluntary sector, a gap that Anand hopes Indicorps will help fill. A broader vision of
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Indicorps is to bring about an attitudinal shift in Indians within the country and in
people of Indian origin in America—unless the attitudes of people change, they feel
India as a whole will not progress to its full potential. Every single personrwho is 2(;
or older, whether in India or abroad, should recognize that they have the ability to do
something constructive for the country.

Challenges Ahead

The volm.utar_y sector in India does not perceive the young vibrant energy present in
the organization to be an asset and a primary contributor to its success. Consequently,
convincing this sector about the infinite potential of the young fellows of Indicorps inr
particular and youth in general is a huge challenge. Indicorps also has to contend with
the day-to-day bureaucracy at various levels—getting visas issued to its fellows for ex-
ample. I.rlzdian parents abroad resist sending their children on the Indicorps programme
for a variety of reasons. On the administration front, Indicorps is supported by only a
I}andtul of staff members, most of who are NRI volunteers. Activities of the organiza-
tion require both NRI and Indian staff. NRI staff are invariably fellows who volunteer
to stay back after their fellowship programme and serve [ndicorps for a year or two
thereafter. Staff is only paid a modest stipend. Attracting NRIs to take on permanent
staff roles is not very easy. At the same time, Indicorps incurs huge costs in retraining

‘new people every time. Anand and his siblings, fired by ideatism continue to innovate

to address these challenges.
So who innovates? Here we have a stellar example of Anand and his sisters who, as
social entrepreneurs, have carved out, through innovation, a great opportunity for their

- dreams to be translated into reality. And they are having loads of fun doing it too! Hav~
ity set up an entrepreneurial venture, the felfows and other staff at Indicorps innovate

every day of their lives, solving some of the difficult problems in India’s hinterland.
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