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Leading the Innovation-Focused Organization

Welcome!

In this issue we feature a new interview with Innosight Chairman Mark W. Johnson in which he
discusses the challenges faced by leaders of organizations focused on innovation, including
barriers to innovation, managing failures, and how to educate tomorrow’s innovators. Also, in
an article from our archives, Gwen Ishmael and | discuss how to take a heuristic approach in the
initial stages of an innovation venture. Finally, a couple of posts from the InnoBlog include my
report on last week’s World Innovation Forum.

I’'m sad to announce that this is my last issue as editor of "Strategy & Innovation." I’'ve enjoyed
my immersion into disruptive innovation and business model innovation, but it’s time to move
on to new challenges. | hope that you will continue to read "Strategy & Innovation" and
remember, you can follow Innosight commentary on Twitter at
www.twitter.com/innosightteam.

Comments and suggestions are always welcome — send them to
editor@strategyandinnovation.com.

— Renee Hopkins, Editor

Feature: Leading the Innovation-Focused Organization
Mark W. Johnson talks about failure, innovation barriers and challenges, and how to educate
tomorrow’s innovators.

By Braden Kelly

Braden Kelley, editor of well-known innovation site Blogging Innovation (see
related reference), recently interviewed Innosight Chairman and Seizing the
White Space author Mark W. Johnson about business model innovation (see
related reference).
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Q: When it comes to innovation, what is the biggest challenge that you see
organizations facing?

A: Organizations don’t fully understand the term innovation. They think about
it as some kind of monolithic term. But the fundamental challenge that
organizations face with innovation is something most of them aren’t really
aware of. That’s the fact that there are really two kinds of innovation —
innovation to sustain the core and innovation for creating new business
platforms in the long term.

The two couldn’t be more different. They play different roles in strategy. They
need to be developed according to different timetables, with different levels of
resources and different people, rewarded in different ways.

Innovations meant to sustain the core — like Windows 7 or the next Nokia
camera phone — are developed within a company’s current business model
and so fit very comfortably within its existing processes. These are generally
short- and medium-term projects. The company devotes large teams and
substantial funding to these and then rightly expects large revenue payoffs
pretty soon in return.

But innovations meant to fuel the future — those like the Apple iPhone-iTunes
combination or the iPad — need to operate more like start-ups do, starting as
small projects overseen full-time by a small group of people given a small
amount of funding. And, critically, they need to be understood as long-term
seeds for growth. They need to be given enough time — five to seven years in
many cases — to find their path to fulfilling their potential before demands are
made on them to contribute significantly to the top line.

All too often, companies fail to distinguish between the two and treat all
innovation efforts as short-term, core initiatives. So as a practical matter, the
people chartered with fueling the company’s future end up having to split their
time over too many projects both short and long term. Worse, they subject
both kinds of projects to a single time scale and are rewarded with the same
incentives. In my view, that’s the critical problem that companies trying to
innovate need to confront.

| was just on the phone with the CEO of a large healthcare company, who was
asking, “How are we going to think about innovation?” And | said, “First off,
your teams — your game changers who you want to develop your new
business platforms — are being asked to do innovation part-time. How are they

© Innosight LLC 2010 www.innosight.com Strategy & Innovation



going to be successful when they’ve got their day job and that job is from a
totally different discipline from the one you want them to do as new-growth
innovators?” One job is control and execute the core, and the other is create
something new.

Q: Are any of the boxes in the four-box model more important than the others?

A: The short answer is no: The essence of a company’s competitive advantage
lies in the way all the elements of the model come together. Southwest
Airlines’ business model works because all of its elements — flying from low-
cost hubs, using a single type of plane to cut maintenance costs, eliminating
reservations to increase turnaround times at airports, and so on — come
together to fulfill its low-cost, no-frills customer value proposition. Song
Airlines was not able to replicate that because it tried to combine elements of a
low-cost business model — it emulated the single plane, for instance — with
elements of parent Delta’s traditional higher-cost model — union pilots, high-
cost hubs, expensive in-flight service, etc. Song never found a viable way to
deliver on its vision of low-cost but fun travel for its “discount divas.” Was the
concept bad? Not necessarily. But the devil is clearly in the integration details.

In our own work, we use an expanded diagram of our four-box model, which
includes many of the aspects of each category (so, say, under Key Resources we
lay out the set of subcategories — people, brand, technology, partnerships,
channel). As we use it to analyze companies’ business models and to conceive
of new ones, it forces an interdisciplinary approach. You have to start thinking
about marketing and finance and operations and so on in terms of how they all
fit together.

Ordinarily, everyone stays in their silo — the marketing, the finance, the ops,
and the supply chain people — they all do their jobs within their silos. That’s
why corporations struggle so much with business model innovation and
creating new growth. Even the new-guard kind of ventures like Intel Ventures—
really all they’re doing is providing breakthrough ideas to feed the core. And
the people I've spoken with there would admit that. The current model has
created the organizing principle that has created the silos in the first place, so
it’s very difficult for people to escape it. There’s no way anyone can think of
anything beyond what can be delivered inside their current model.

That said, there is an orderly way to go about constructing and implementing a
new business model, which generally requires considering the elements of the

model in a certain order — devising the CVP first, then considering a range of
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possible profit formula scenarios, which you narrow down through a set of
carefully designed, small-scale experiences in which you work out which
resources are truly key to carrying out the necessary processes that allow you
to deliver the CVP reliably and at scale. And | can’t emphasize enough that that
is a process that takes — not money — but time.

Q: What can organizations do to get smarter about failure and to tolerate the
long lead times that innovation often requires?

A: Say a $40 billion company wants to grow 10 percent a year. That means it
has to come up with an additional $4 billion in revenues every year — $4 billion
is a lot of growth to get. Companies want to innovate to fill that annual gap, but
here’s the problem: The biggest opportunities for transformational growth
need to start small and take time to develop. You can’t use transformational
growth innovations to keep growing your core year to year.

The only way you can use innovation projects to generate sustained revenue
growth from year to year is to manage them as you would, say, a Christmas
tree farm. The trees you harvest each year were planted years ago. Successive
revenue gains are the result of seedlings planted in successive years and
nurtured appropriately as they grow larger. Some companies understand this
and build new growth year after year. Apple is probably the most obvious
example, but IBM is pretty good at this too, and Amazon is perhaps the best at
it. But that growth is not the result of a succession of $4 billion innovation
projects they produce every year — it’s the result of long-term investments
they’ve made in the past.

You have to recognize that there is a business rhythm to developing new-
growth initiatives, and that business rhythm requires a patience for growth.
The only way to tolerate the long lead times is to set expectations correctly —
internally and with Wall Street. If you set the expectations that you are
engaging in a tree-harvesting process that will grow to maturity in the future, if
you have built up a portfolio of innovation projects that includes both long-
term transformational innovation projects and more near-term sustaining
innovations — and you properly distinguish between the two in the way you
manage them — then you can overcome that impatience for growth in your
new-growth businesses and resist the temptation to apply near-term success
metrics to the wrong projects. You can develop them in the right way so that
the future revenue will arrive.

If you don’t do it, some other company will. Five to seven years from now, the
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future will be the present, and if you did what you should have done correctly
now, you will be able to use new-growth initiatives to close your growth gaps.
But there are simply no shortcuts and no substitute for good planning.

Q: Are companies better served by moving into white space or by licensing their
IP to someone for whom the activity is core (or pursuing some other type of
external collaboration)?

A: |1 don’t think it’s an either-or choice. Though | have seen many companies
think that it is. Some major defense contractors, for instance, have a deliberate
strategy of licensing selected technologies for commercial application.

But think about what licensing does: What you’re basically doing is getting
value for the nugget. That’s helpful, and you’ll get some money for it — a quick
hit to your bottom line, since it’s pretty much 100% profit. But what you’re
giving up with that is real growth. Think of what DOS became for licensee
Microsoft, for example, versus the rents the original developer got for it.

So the question is, when should you pursue that kind of growth, when is it an
innovation too far?

| can think of two broad ways to structure that choice. One is in terms of your
stage of growth:

e If your business is booming in the core, and you have more growth than you
know what to do with, | probably would support licensing. You don’t have time
to develop this thing but could get some money for it, so you might as well get
that.

e But if your business is starting to show a growth gap, you may want to
seriously consider whether there’s some real opportunity to close that gap with
some of these technologies. You could actually incubate a business around the
technology and generate growth that adds to the top line and the bottom line
in a very real way.

The other way to look at it is the question of how far are you from the core:
e If you’ve come up with some technology whose application isn’t remotely

connected to any kind of assets you could bring to bear, then you might say,
“This is just too far out of our wheelhouse and forget about it.”
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¢ But if the technology connects to your basic customer mission in some way,
then that’s a different story. | like the way Jeff Bezos puts it: “Boy, if there’s a
real customer here who has a real problem that we actually should consider
addressing, and it actually helps enhance our strategy, then regardless of what
you have to learn to do differently, you better go get good at it.”
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organizations?

A: Some of them I've already mentioned:

¢ Failing to distinguish between the two types of innovation and as a result
failing to embark on enough — or any — disruptive, new-growth projects

e Splitting up innovators’ time among new-growth and incremental innovation
projects

® Being impatient for revenue growth

¢ Using the wrong metrics to measure success for new-growth innovation
projects and otherwise trying to shoehorn new-growth initiatives into your
existing business model.

The most important barrier is created by the most fundamental mistake —
when companies don’t have an explicit strategy for innovation in which they
develop a balanced portfolio of incremental and new-growth initiatives. Too
many companies really just run with an ad-hoc set of projects, and they don’t
even think about which ones are incremental and which ones are
fundamentally new. Among those incremental projects too often are simply
efforts to make existing offerings better when those offerings are already as
good as they can be in terms of what people will pay for. You can improve
them, but that won’t allow you to raise prices.

Essentially, what this boils down to is that too many companies are in denial
about commoditization. When faced with commoditization pressures, big
consumer companies that depend on their brands to command premiums say,
“We're going to innovate our way out of this death-march competition to the
bottom.” It’s just so sad, because, let’s face it, for many companies no matter
what they do, people aren’t going to pay any more for it.

This is even so for Windows — is Windows 7 really any better than the last
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version? Microsoft is still operating as if it had a captive market and it can keep
making its own products obsolete and force upgrades to maintain
compatibility. But they are in denial about how high the barriers to entry really
will remain in their operating-system market with new entrants coming in from
the iPad and Google.

Q: What skills do you believe managers need to acquire to succeed in an
innovation-led organization?

A: The primary skill leaders need is to understand that sustained growth arises
from what Dick Foster in Creative Destruction refers to as a “create, operate,
trade,” dynamic. Companies that grow sustainably create businesses, operate
them, plant the seeds of the new growth that will eventually supplant the
current growth, and — when the time comes — trade off the businesses that
have reached the limits of growth. That means leaders have to operate the core
and think about what will replace it at the same time. To do that, of course,
requires that they recognize the difference between the two kinds of
innovation efforts.

But beyond that, leaders have to take an active role — they have to embrace,
support, and sponsor both kinds of innovation efforts, and adjudicate, protect,
and nurture the needs of each in different ways. Very often they have to
prevent the creative efforts of the new-growth projects from getting squashed
by the engine of the core, especially when the company gets in trouble and the
core is demanding resources. That requires two sets of skills: Leaders have to
be able to coach and nurture the seedlings as well as to oversee current
operations and expect the numbers.

Q: If you were to change one thing about our educational system to better
prepare students to contribute in the innovation workforce of tomorrow, what
would it be?

A: Innovation is really about having a passion for continually learning. How do
we get students to be curious, to be willing to ask questions — “Why is that?”
“How does that work?” — and get those questions answered in the context of
the educational system?

The more | think about it the more | come to believe that there’s so much

power in holistic, integrative thinking. Look at Edison, who some would argue is
the greatest innovator of all time (certainly he’s in the top 10).
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He’s the poster child for integrative thinking. Lots of people were working on
inventing the light bulb. The reason Edison was the one who did it successfully
is that he didn’t just think about the bulb. He thought about the whole system
that would be required to create a new market — and not only the physical
electric distribution system but the broader systems of economics and
regulatory schemes and human motivation.

So the question for educators is, How do you get students to think not just
about one subject at a time — about history, then English, then math, then
science — but about how those ways of thinking relate to one another? | guess
that’s a pitch for interdisciplinary, theme-based approaches to education that
help children integrate different kinds of knowledge.

This article originally appeared at Blogging Innovation.

Related references
http://www.business-strategy-innovation.com/wordpress/
http://www.seizingthewhitespace.com/

Feature: A Heuristic Framework
Innovation success can be shaped from the beginning, one question at a time.

By Renee Hopkins and Gwen Smith Ishmael

We often make innovation more complicated than it needs to be, analyzing
everything only to miss the critical factor that would lead to success.
Companies invest tens of millions of dollars and countless hours of time only to
find they have missed the mark. Afterward, they wonder how they could have
overlooked the one or two things that clearly would have made a difference
between the success and failure of an innovation effort.

Innovation is legitimately hard to predict. But there must be a way to gain a
clearer picture of an unknown future. Based on in-depth studies of 20
innovation stories — including both successes and failures — this article
proposes a six-question heuristic framework (shown in the sidebar at the end)
that helps companies gain a clearer picture upfront of what factors they must
consider to make their innovation efforts successful.

By using this framework, companies can assess their innovation efforts in a way
that allows them to focus their efforts in the right places, avoid oversights, and
increase their chances of success.
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It sounds simple — but the simplicity of the framework is its strength. The
guestions are not meant to be answered through extensive research or in-
depth analysis of existing data.

Rather, this is a heuristic that can help make smart choices quickly, by applying
minimal information within the context of the environment in which the
innovation would take place.

It should also be noted that the framework is not a way to measure or
otherwise determine success — the questions and their possible answers are
not meant to be used as a tool for making “go-no go” decisions about
innovation efforts. Rather, the very act of asking the questions is valuable,
because the process allows you to look at an idea from different angles and fill
in the contours of unknowns.

We'd argue that the early focus of an innovation effort should be on working
this framework — and the subsequent questioning, testing, and measuring to
which the framework questions might lead you — in order to make sure you
understand the critical success factors for your innovation effort.

While the framework’s questions are not hierarchical, they should be worked
through in the order they appear. This will result in a logical flow in how the
subsequent picture comes together that will make it easier to understand.

Question #1: How well does this innovation effort fit the current organization?

“Fit” is a tricky question to answer, especially early on. A question about fit
often is used as a go-no go checkpoint to boot out innovation efforts —
sometimes incorrectly so — which might result in products that are too
“different,” or perhaps are outside the organization’s core.

Neither of these is a reason in and of itself not to pursue an innovation. In fact,
many disruptions do not “fit” — that’s one of the things that make them
disruptive.

Yet, a consideration of fit offers a great deal of useful information on how to
proceed, when it’s used as a means of identifying the fact that a particular
innovation might pose challenges because it is somewhat foreign to an
organization.

The challenge here is to visualize in what ways fit issues might determine or
affect a successful course for your innovation.
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One senior executive we interviewed recounted that her predominantly print
advertising company attempted to introduce Internet-based advertising using
its traditional sales channels. The company leadership was anxious to launch
the product in order to position its Internet division as a potential spinoff and
to significantly impact Wall Street’s perception of company valuation.

However, discussions that she had with senior management about the
incongruity of selling Internet-based advertising via a sales force trained in print
media “...fell on uninterested ears.” As a result, the new product fell far short of
its performance objectives.

Had the company acknowledged this potential misfit, plans could have been
made to create a new distribution channel for the product, or perhaps to
modify the product in such a way as to be more familiar to the sales
organization.

As you work through the framework, it’s important to remain open to further
guestions suggested by the investigation. These are some of the further
guestions that you might consider here:

1 Would the innovation leverage our core competencies, or require us to
develop other capabilities?

1 How well does the innovation align with our mission and vision?

1 Will our current organizational structure support the innovation, or would a
different model be more effective?

1 Will the company’s culture support the innovation, or will there need to be
change?

1 Is the company prepared to move in the direction that the innovation might
take it?

Question #2: What degree of strategic advantage does this innovation effort provide?

This question can reveal potential conflict between the benefits of an
innovation and the volume of resources needed to execute and sustain it. The
challenge at this point is to identify where you might encounter resistance
stemming from a perceived imbalance in the work-reward ratio.

Innovations that provide a clear strategic advantage not only stand a good
chance of being successful, but as a side benefit, they can generate an esprit de
corps within the company, as evidenced by a story from the financial services
industry.
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A major credit-card company was experiencing a decline in the growth of its
core product user base and wanted to reverse that trend. The company hit a
home run with an innovative program that rewarded card members for dining
at restaurants.

The program generated an increase in spending by card members, and the
uniqueness of the offering both promoted loyalty and discouraged customers
from using other credit cards to make their purchases.

According to the executive who oversaw the project, “It was embraced by all
levels and departments in the company....The sales department really loved it
because it was a new program they could offer to their customers. Finance and
senior management really loved it because we made money from the member
restaurants and from our customer base. The internal agency loved it because
everything was new [and] they could come up with new ground-breaking
collateral. Everyone loved it.”

Further questions that can be asked here might be:

1 Will the benefits of the innovation be long-term or short-term in nature?
1 How might the innovation impact the competitive landscape?

1 How quickly can our competitors copy what we’re doing?

1 How might it affect our customer base?

f To what degree might the innovation create “option value”?

1 Is this something we have to do, regardless of cost?

Question #3: How well does this innovation satisfy customer jobs-to-be-done?

This question sheds light on the potential demand for the innovation. The
challenge here is to visualize in what ways customer demand might affect a
successful outcome for your innovation.

A hospitality-industry executive’s company had undertaken several customer
research studies asking what new functionality should be in its commercial
kitchen product; yet in spite of several resulting enhancements, the company
was seeing virtually no change in its market share.

The company decided to take a more holistic approach. They began asking
customers, “What is your biggest concern when it comes to running your
business?”, to which their customers answered, “Food safety.”

The company then incorporated an anti-microbial agent into its products to
prevent the bacteria growth, thus reducing the risk of food contamination. As a
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result, it saw a significant increase in market share and was able to capture a
large strategic account from a primary competitor.

Further questions that can be asked here might be:

1 Does the innovation address an overt need, or something that has yet to be
recognized?

1 Will the innovation address an underserved market?

1 Is it an “up-market” innovation?

1 Will the innovation require a shift in customer beliefs and/or behavior?

f What might the adoption curve look like?

1 How long are we willing to wait for results?

Question #4: How might we pursue this innovation?

This question is designed to focus your thinking on the various implementation
paths available and the potential challenges associated with each path.

Admittedly, this could be a particularly difficult question to actually answer at
this stage. Again, the value is in the process of thinking through the answer,
and the questions that this process raises.

A technology company that manufactured computers set up a new company to
pursue an innovative product idea that lay outside their business model — a
component that consumers would install in the computers themselves. Several
entrepreneurial employees took the new idea to form the spinoff company.

Not only was the new company successful, it was eventually “spun back in” to
the parent company. Also, due to the success of the partnership between the
spinoff and its Japanese manufacturer, that company also became the parent
company’s manufacturer as well — a relationship that lasted more than 15
years.

Further questions that can be asked here might be:

1 Do we have the ability to build the innovation ourselves?

1 What legal and intellectual property issues might be associated with this
innovation?

1 What sustainability issues do we think there might be?
1 Are there any potential partners out there?
1 How quickly do we need to execute this innovation?

1 Are we willing to share rewards with a partner?
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Question #5: How clear is the definition of success for this innovation?

Although it would seem this question would be easy to answer, often it is not.
While revenue, net market contribution, and cost reduction might provide clear
objectives for existing products and services, it might not be appropriate to
evaluate an innovation using those same metrics.

For one innovation, simply moving from design to launch could be deemed a
success; for another, customer satisfaction could be the yardstick by which it is
measured. The critical challenge here is to consider in what ways success
metrics might in and of themselves determine a successful course for your
innovation.

A UK food company executive told us of his company’s foray into a partnership
to manufacture a new, good-tasting, low-calorie, refrigerated, ready-made
pizza that would be co-branded with a “slimming club” (the UK version of a
group such as Weight Watchers).

The project proceeded to a launch, and then was killed after it became clear
that, due to the co-brand deal and pricing pressures, margins for the product
would not exceed 25 percent. The company, which had never before done any
co-branded products, was accustomed to 45 percent margins on private-label
food products.

The slimming club promptly found another partner to make a co-branded
product, which significantly ate into the market share of its former partner’s
competing private-label product.

The result was that the company received 45 percent margins on a smaller
market share, and wasted a fair amount of product development and launch
time, effort, and money into the bargain. Had the profit expectation been
understood earlier, the company could have shelved the idea or investigated
the potential consequences and perhaps tweaked either expectations or
product.

Further questions that can be asked here might be:

1 Is the reason we are undertaking this innovation reflected in the definition of
success?

1 How might we measure this innovation’s value?
1 Do we use our current metrics and measurements?
1 Do we need to create new metrics?

1 How will those charged with implementing this innovation be measured?
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Question #6: How readily will management support this innovation effort?

Even in the most supportive cultures, innovation is a challenge. This question is
designed to surface possible contradictions and tensions that could negatively
impact the implementation of the innovation effort. This may be the place
where it’s clearest that considering the question will help determine the course
of the innovation.

An executive in the quick-serve restaurant industry shared a very painful
innovation story in which her company spent huge amounts of money
identifying an area of opportunity along with a unique solution to fill the void,
only to find out that the senior leadership team would not support the
innovation.

As a result, the executive changed the innovation process to enhance her
chances for future success. Now, she said, “l get my CMO and my VP Marketing
to read the ideation brief and sign off that they agree... | get all the dirt out up
front and all the rules out up front.”

Further questions that can be asked here might be:

1 Why might there be resistance to this innovation?

1 Why would there be support for this innovation?

1 What kind of communication needs to take place?

1 Who should | leverage as innovation supporters?

1 Is it worth the effort to gain more support for this innovation?
1 What needs to be done to gain support?

Conclusion

How could something this basic hold the key to successful implementation of
an innovation? The answer is basic as well: because it is common for an
innovation to be derailed because of a simple oversight, such as not recognizing
that a company’s standard performance metrics might not apply to an
innovation effort if it is different from any past undertaking.

Also, it is possible that asking simple questions such as these could make it
possible for a company to successfully execute a completely unfamiliar
innovation, because it focuses attention on very basic but important issues
along the way.
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We think that the knowledge gained from applying this framework is worth
much more than the small amount of time required to do it — especially in
cases where it exposes problems that could be corrected early in the process
much less expensively and more easily than they could be corrected later.

And in worst-case scenarios, the knowledge gained from the application of the
framework could illuminate certain failure—and that, too, is better understood
before significant resources are committed to a project.

Co-author Gwen Smith Ishmael is senior vice president, Insights and Innovation,
at Decision Analyst.

Sidebar: A Heuristic Framework for Corporate Innovation

Question #1: How well does this innovation effort fit the current organization?

1 It fits very well.
1 It fits somewhat well.
1 It does not fit well.

Question #2: What degree of strategic advantage does this innovation effort
provide?

1 It offers a high degree of strategic advantage.
1 It offers a medium degree of strategic advantage.
1 It offers a low degree of strategic advantage.

Question #3: How well does this innovation satisfy customer jobs-to-be-done?

1 It offers a high potential satisfaction of customer jobs-to-be-done.
1 It offers a medium potential satisfaction of customer jobs-to-be-done.
1 It offers a low potential satisfaction of customer jobs-to-be-done.

Question #4: How might we pursue this innovation?

1 We might build internally.
f We might collaborate with others.
1 We might build or acquire the necessary capabilities.

Question #5: How clear is the definition of success for this innovation?

1 The definition of success is very clear.
9 The definition of success is somewhat clear.

1 The definition of success is not clear at all.
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Question #6: How readily will management support this innovation effort?

1 Management will very readily support this innovation.
1 Management will somewhat readily support this innovation.
1 Management will not at all readily support this innovation.

From the InnoBlog:

Business Model Innovation Takes the Stage at World Innovation Forum

By Renee Hopkins

Last week | attended World Innovation Forum
in New York (see related reference), a

" conference that usually presents top speakers
who talk about issues on the forefront of
innovation. This conference was no exception

F to that rule. The conference had no particular
theme yet almost every speaker homed in on a topic that's critical these days,
not to mention near and dear to us at Innosight: business model innovation
(see related reference).

Starting with the first speaker, Michael Porter (pictured here — see related
reference), conference presenters — including Michael Howe, the creator of
MinuteClinic, Jeff Kindler of Pfizer, and Joel Makower of GreenBiz.com —
particularly spoke of business model innovation. Porter's recommendations on
how we can fix healthcare in this country focused on the need to identify value
for patients and innovate outmoded delivery systems and profit models — both
critical parts of the four-box model (see related reference) for business model
innovation. Howe spoke of the ways in which MinuteClinic (see related
reference) actually did those things and the ways in which the value
proposition around healthcare has changed for consumers, who now expect to
be participants in their healthcare rather than receivers of healthcare.

Jeff Kindler of Pfizer (see related reference) spoke of how Pfizer is organized
around small teams each with its own innovation "officer," and of the need for
pharmaceutical companies to innovate new models for care, including
personalized medicine and even counseling, an area in which you wouldn't
imagine a pharmaceutical company could innovate. More importantly, Kindler
spoke of the need for agility and the need for open innovation due to the
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increased velocity of change. "You need to move faster than the competitors
you don't know about," he said. "You need to think this way every single day."

Joel Makower of GreenBiz.com (see related reference) talked of the ways in
which a company has to integrate "going green" with its business model: "The
guestion is now how does going green create value for a company?" He also
talked of ways in which a company can innovate its business model to become
more green: rethink management of materials, logistics, and chemicals. And,
we would say at Innosight, above all you must reimagine the customer value
proposition.

As if to wrap up the business model innovation message, consulting firm
Capgemini (see related reference) presented the results of a CEO survey whose
main finding was that since the previous year's survey, business model
innovation as a priority has leapt ahead of all others, including operational
innovation and cost reduction. That dovetailed nicely also with a point that
Michael Porter made earlier the same day: "Every company should now ask
itself, 'What is my fundamental purpose (see related reference)?' After two
years of cost-cutting, you'd better sit down with your team and make sure you
HAVE a strategy that's not just cost-cutting!"

If you're interested in knowing more about what went on at the World
Innovation Forum, blog posts by all the Bloggers' Hub writers are here (see
related reference). Searching the #wif10 hashtag on twitter.com (see related

reference) will get you the most-up-to-date wrap-up blog posts and tweets.
Related references

http://us.hsmglobal.com/contenidos/wifhome2010.html

http://www.seizingthewhitespace.com/
http://www.isc.hbs.edu/
http://www.seizingthewhitespace.com/tools-resources/interactive-models

http://www.minuteclinic.com/en/USA/

http://www.pfizer.com/home/

http://www.greenbiz.com/

http://www.us.capgemini.com/

http://blogs.hbr.org/cs/2010/01/is_your business model a myste 1.html
http://us.hsmglobal.com/contenidos/uswifbloggershub2010.html
http://search.twitter.com/search?q=%23wif10
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| Heart Disruption

By Robyn Bolton

Like many of my friends, | fancy myself an amateur interior designer. But, aside
from spontaneously rearranging the furniture and accessories in my home and
decorating my sister’s first apartment (including pulling together design boards
for our “design consultation”), nothing formal has come of our efforts.

Not so for friends Andrea, Casey, and Ashley who, in 2009, pooled their
collective design experiences and opened luxury interior design firm Avenue
Interior Design. I'll be honest, | don’t know much about Avenue but I’'m willing
to bet that, like most companies that operate at the premium price tier of their
industries, their business was a bit slow due to the Great Recession. But, unlike
most premium companies, these intrepid designers did something different.
They did something disruptive. They created | Heart Design (see related
reference).

| Heart Design is an online interior design website that offers consumers the
expertise of trained designers and the benefit of custom designs for a fraction
of the cost and time. Here’s how it works:

1. Pick your design style from nine options (everything from Wall Street to
Rue Claudel to Surfside Ave)

2. Answer questions about the room you want to make over and upload
its measurements and some photos along with any specific instructions
(for example, “My husband loves this photo of the soaring eagle. | hate
it but it needs to be in the room. Can we hide it somehow?”)

3. (NOTE: this is the disruptive genius part) Review your estimate which is
based on the square footage of the room

4. Relax

5. Inthree weeks, you receive a box with two floor plans, recommended
paint colors and window treatments, decorating tools (tape measure,
tape, etc), and the password to your private interior design store

6. Visit your design store to buy as much or as little of the furniture and
accessories from your design

That’s it! No time-consuming appointments. No wasted effort trying to tell the
difference (let alone choose) between eggshell white and cumulus cloud white.
No judgmental stares when you flip out about the price tag on the purple shag
sofa that the designer insists you simply must have. No paying the equivalent
of a month’s rent to decorate a room the size of a closet. Just a few minutes
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answering an online questionnaire and taking some photos and measurements
gets you two personalized designs and your own virtual store, all for a price
that is (literally) proportionate to your room size.

| Heart Design is a perfect example of how “good enough” can be great and
how an existing company can use their understanding of consumers’ jobs-to-
be-done and a new business model to attract nonconsumers and build an
entirely new revenue stream.

| heart disruptive innovation and that’s one of the reasons | heart | Heart
Design.

Related references
http://www.iheartdesignbyavenue.com/

Strategy & Innovation is published by Innosight, whose consulting and training services help
companies create new growth through innovation. Building on the disruptive innovation
frameworks developed by our founder, Harvard Business School professor Clayton Christensen,
Innosight's approach and proprietary tools facilitate the discovery of new, high-growth markets
and the rapid creation of breakthrough products and services. This new digital issue of Strategy
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or if you have a comment, please email editor@strategyandinnovation.com.
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