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The world is a chaotic place. Innovation efforts are that much more complex because
they are directed at an inherently unpredictable future. The answer to the challenge
of this complexity is not more complication. The answer is simplicity.

Simplicity is empowering. Complexity is debilitating. Simplicity creates clarity.
Complexity creates confusion. Simplicity is fun. Complexity should be banned by
international law as a form of torture.

Embrace the chaos that surrounds you. Make sense of it. Filter out the irrelevant.
Organize the relevant. Eliminate the confusion. Create your path to the future.

“Just as vou're thoroughly enjoving the wit and light-hearted prose, you realize
you've been exposed to dozens of powerful innovation tools and concepts that
waould have required dozens of boring books to conguer. ™

“What a great book. 1 love the topic, with great insights into how to keep it simple.
Very witty and entertaining!”

“An inspired work!"”

“The most thoroughly-researched innovation book in the known universe, making
more citations than a Chicago parking meter cop. "

“The book is fantastic, full of hilarious ideas and creations...this “baby 'is preity!”

Brad Barbera is a decades-long practitioner and student of
innovation. As the founder and principal of Pi Innovation, he
tours the world as a speaker, consultant, and trainer. Brad
says, | wish | didn't say half the stupid stuff that people
rermember me saying.”

Albert Einstein is among the most misquoted people in the
history of humankind. Al says, “| didn't say half the stuff
people say | said.” He's not really a co-author.
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InsideKeep Innovation Simpée

oSimplicity in innovation wil/ come for your or
common understanding of how innovation works: who does what, when, why, and how. Simplicity
means t hat e e 6ytmpeans that rotose idiosf wondering why there is a polar

bear and a smoke monster on a tropical islandd

oComplicated analyses will always use assumpti o
wrong. Some more wrong than others. The pcese output of a complex analysis may feel good, but

it will still be wrong. Better to be approximately right using simplicity than precisely wrong using

compl exity. o

—

oOReal i nnovation comes at the interse@nawam of
di fferent, problem solving, and executionél did
words you choose to describe it, just remember that innovation occurs where those three things all
come together. o

0 E v e n -wattemamd communicated expression of mission will fall flat if theople of the

organi zation, and particularly the | eaders in i
example, part of one company&s @onamurication,asdt at e me n
Excellence. 6 That company was Enron. Need | say
ol nnovation i s addt albdluét Tohl @ deoidst rkon obwet t er way
of curiosity necessary for innovation. That attitude needs to be a determinedt gdrany individual

innovator. That attitude needs to be a pervasiyv

oThe difficult decisions come when you have to
choices can be so hard that some have comparé to & and this is not for the squeamish
shooting puppies. o
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olnnovation is the specific tool of entreprene
opportunity for a different business or a different servic#. is capable of being presented as a
discipline, capable of beingearned, capable of being practicedEntrepreneurs need to search
purposefully for the sources of innovation, thehanges, and their symptoms that indicate
opportunities for successful innovationAnd they need to know and to apply the principles of
succes f u | i nnovation. 0

~Peter Drucker

OMost <creative endeayvor Fhendften seero ambiguows,thibrumsg trisd d i c t
and error.And unless people have a high tolerance for ambiguity, and get their security from integrity

to principles and mner values, they find it unnerving and unpleasant to be involved in highly creative
enterprises. o

~Stephen Covey

"You have to go through the falling down in order to learn to walk. It helps to know that you can
surviveitThat ' s an e duanady is magedy ptustime.'s el f é C
~Carol Burnett

OFor about 400 years, Iitds beerBowirdel YWiqudtread ct
an update.l n t o d asatudased worldf vehat you know is powenly ifyou know how to use it to

hel p you juggle the too many things that were al
~Bill Jensen

"The number one premise of business is that it need not be boring or dull. It ought to be fun. If it's
not fun, you're wasting your life."
~Tom Peters

ol f 1 c¢can Hhyvath meyyowliketme bettes, whjch makes you more open to my ideas. And,
if | can persuade you to laugh at a particular point that | make, by laughing at it you acknowledge it
as true. o

~John Cleese

An original pl ay changée¢eovpevatyi dgyéint | oxeqg i t im
~Chris Rock

oOMost of the quotes you find on the internet ar
~Abraham Lincoln
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KEEP INNOVATION SIMPLE i

Preface:Answering Your Questions
Before You Even Ask Them

Will This Book Cur&’our Insomnia?
This is a book abousystematidnnovationin organizations, both forprofit and not-for-profit, and
the general principlegwhat some woul d c al | butbceaslt] po-eaece d ecnegse aC t |
that makeinnovationwork more effectively efficiently, andsuccessfully, blah, blah, yadda, yadia
Snoozeé
Okay, you can wake up again.

| dve read t oo many K' / OV-Z‘I'O-.S'I'/??_/
authorswho should be charged with manslaughter é’é’p /7'f7 2 4 i P =
for boring their audience to death. | am Audlence AnaIYSlS
determined not to let this be another onelf you X\ Good
. . AR
have insomnia, | ffeel "3(% t her
cure it. Innovators Court Jesters

Readers of this Book
Einstein

Dogs
Forrest Gump

Is This Book for You?
Here are some folks for whom this book wag Smart <
not written: those who like complicated

> Stupid

Used Car Salespeople Politicians
bureaucracy those whoenjoy boredom and those Cats Ex Spouses
looking for the latest getrich-quick scheme. So L Luthor Zembles
t hat 0 s-fors.hWao, then, tis it for? E",t

vi

Figurelwill help you to determine if you are a
Figurel Make sure you fall in the correct quadrant bafe you

good candidate for reading this book. If you are .;ninue to read.

'Yes, 1 know that OFor whom, then, is it?206 is t
| east as | was tmawmght hiam $calsodolsouButs c®d haughty
might chat about it with you at a barbeque. Besidethis lexicographer says that whole ruleb®gus

anyway. If you are one of my former English teachers, or if you are a devoteaa r ner 6 s Engl
Grammar and Compositionpleaseforgive me.

Go to Table
of Contents
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i PREFACE: ANSWERING YOUR QUESTIONS

either stupid or evil (or wors@ both), then please put the book down and step away. | will not be held
responsible for what you might do with it.

But ser i ouisdogk,s for thdsevghé wanthdnnovate? within an organization. That
sounds like a straightforward statement, but let me emphasize a couple of things. This is for people
whoreallywant t o i nnovat eomerety vant toncheck afbozzwort bor. ¥ @l needh
to be someone who wants to serve a customer by creating something new that is of value both to
them and to your organization.

| t 6 ;necessatiff or | one wol f entrepreneuresvorkingtn@s pr i
organization of some sort, whether a feprofit business, a nofprofit charity, or some community of
like-minded people wanting to achieve a goal. The target is the manager (or aspiring manager) of an
innovation groupd whether an executivéeader of a complex innovation organization, or a firsime
manager of a small innovation team. While some of this book is clearly about tasks and processes,
there is much more on the people side than in most innovation books.

Not e, however, t hat I threw in that gualifie
entrepreneurs or inventors are likely to have to work with someone, somewhere, to achieve their goals.
That ds when t his book whenuHedtbneovolimal become paa ofd pack, T h a
even if only for a short time. The loner will need to become a leader, able to manage an innovation
team.

Innovation is a human endeavor. Innovation is a mental endeavor. To lead and drive innovation
requires an understanding of how innovators think, how customers behave, and how teams
collaborate. You need to get inside the hearts and minds of all different kinds of people. As Simon
Sinek saysf you don't understand people, you don't understand business

Effective innovation management requires understanding and working within cultures, at the
organizational, local, and global levels. It requires working with people inside and outside the
organizatian. It requires working with individuals and groups. It is a people challenge, even more than
a strategic challenge. So if you are someone looking to lead innovation in an organization, whether
now or in the future, you are in the target audience.

2For the definition of i nn dMhathd#8%! Isunsavalioni Anywdyh i s
section.
S0k ay, I admit , I dondét have quantitative dat a
accurate.

Go to Table
of Contents
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KEEP INNOVATION SIMPLE ii

That doesnot mean that systems, processes, and structures are unimportant, of colResearch
into what separates the best from the rest in innovation practiéeshows that the best organizations
0 thosewho have sugrior launch siccess ratessuperiornew productsales and superiorprofits from
new productsd are those that have more formal processes and distinctive organizational structures.

So this book offers simple insights on both sides of the topic.

Are you already one oflie best?CongratulationsKeep up thegoodworkJ ust dondét r es
laurels.Another thing that separates the best from the rest is thduidy spend moretime and attention
keeping their innovation engine welluned and up-to-date.

If you believethat you already know how to play thénnovationgame, | still urge you to read on.

Heed the warning of George Ber nlaisdoreSidngevwous tharB e wa |
i g nor Make sre gou really know what you think you know.

Kodak once owned e world of photography. They ewve won an 0 Out st andi ng Co
|l nnovat or 6 Rigital phdtography a8 iavénted therdButt hey oOknewd t hat
was a filmbased business, so they largely ignored their own inventiomstla decade and ahalf after
their innovation award they had to file for bankruptcy protectionWhat theyknewodto be true about
their business and their markets proved to be very dangerous indeed.

I f I'tés So Simple, Why Is the Book So Lo
While testing the original mauscript in its betaversion form, | received feedback that confirmed
what | had already been asking myself: if this is about being simple, why does it take over three

hundred 816 x 116 pages to say it?!?

Three reasons: 1) there aexamples, explanationgand comedy jokes galore to make it more than
justaninnovationted o checkl i st; 2) o0simpled does not mea
to provide numerous toolgo help fill yourinnovationtool box.

First,you can get the gistofthewhold ook i n just a few pages. I t o
t hat you can do that with mini mal effort. The f

One Simple Chapter. 6 The subsequent c haspstoges,s pr
selfassessments, illustrations, tools, and, of course, comedic relief. All of that is there to make it clear
and memorable. The first chapter is like the spoHalert movie synopsis you get oiMDB Y geatt 6 | |

4 Stephen K. Markham an#lyunjunglLeg Pooduct Devel opment and Manag
2012 Comparative Performance Assessment Studgurnal of Product Innovation Managememday
2013.

Go to Table
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iv PREFACE: ANSWERING YOUR QUESTIONS

the main points and know what the movie is abot
movie in a theater with ovetbuttered popcorn and a gallon of your favorite carbonated beverage.

If my witty prose is not to your liking, skipitalhad j ust read the 0Si mpl e
at the beginning of each chapter. All of the key points are bulleted there for you. At the end of the
book, all of theevidence based practices are listed out as well. Quicknd painless reading. If all you

want i s the meat of this ment al me al , t hat 6s wh
all the more delicious and nutritious.
Il f |l ength i s a How@ao¥wu Best Use KhispBodk os etchtei oon f or o't

how to make this book work best for you.

Second,l et 6s t al k bsimpsEd | rye alblyistabosw. bleai iamd pnderstanding.
That is not always going to come in the form o
Innovation MadeQuick andEas)?

Simplicity islike an onion & it comes in layers? At the core, there is the simplest essence of the
concept. Expanding outward are increasing levels of detail, nuance, and specifics. To learn a subject,
you start at the core, master it, and then work your way outward.

For example, to children just learning to count, 2+5=7 is not simple. They have to take off their
mittens to count on their fingers. Once they start to get those kinds of problems, then someone asks
them 7+8. They find out that they run out of fingers, so thagke off their shoes, too. As they learn
and master new methods of calculation, then subtraction is introducd& nd once agai n,
simple for them. Once subtraction is mastered, then along comes multiplication and division. Then
exponents, roots,and logarithms. Then geometry and trigonometry and algebra and calculus and
statistics and matrices and imaginary numbers and approximate inequalities and Riemann
hypothesisand stuffl candét begin to comprehend even thoug

To someone who understands the Riemann hypothesis, differential equations are simple. To
someone still mastering long division, such calculus is incomprehensibly complicated. Sityph
mathematics comes in layers.

Or, if you are not a math person, consider written language. To children learning the English
alphabet, distinguishing between the letters b, d, p, and q is not simple, because they are all essentially
circles with lomg lines attached. It takes time, effort, and practice to figure out the difference. Then the

For what i s mebaanste db yp roaecvtii @mscdd Broa dtoi ¢ éved 0and
section.

®lfyouevercomeacrossuch a title, run. Run away as fast
made si mpl e, but any innovation worth doing i sn

" Much like cakeparfaits andogres.

Go to Table
of Contents
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|l etters are put together in words, and thatads

c

to sound out words, they then discover that the spellingdaet al ways make sense
have a ow, 6 but oOoOoned doesndt? Why does oO0tougho

ot houghdé rhyme with otoe, d but oOboughd r hymes

Eventually, they figure that all out, and read words togethan sentences, paragraphs, pages,
chapters, and books. To the child who struggles throudgdanny and the Dinosayra book likeThe
Princess Bridés incomprehensibly complex. To the few people in the world who have read and
understood The Complete Works dfames JoycgéSt e p h e nThekStandgay e mindnumbingly
simple. Simplicity in literature comes in layers.

Simplicity in innovation is no different.

So this book comes in layers, too.

Figure 2 shows those layers visually
The first chapter is the innermost
core. The basics of simple innovation
The next layer out is the innovation
engine 0 three systems that are
necessary to drive innovation in an
organization. The next layer out

breaks thse systems into their Lt
components. Thatd ' tnnovation
this book will focus, and where the Contro\
simple tools that you can use in your

organization can be found. Cuttyyg

There are layers beyond those
components & the deep-dive
specifics, where each component car
be explored in finer detail, broken into
further and further components. Figure2: The layers of innovation simplicity in this book.

Believe it or not, some of the beta
version feedback | got was that | should cover more topiésthings like intellectual property, new
product launch marketing, recruiting and retaininiginovative talent, design for manufacturing, social

81 considered writing this in strearof-consciousness style, but | was afraid that it might get
censored on the ground thait might cause American readers to have irreverent and innovative

thoughts.

Go to Table
of Contents
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vi PREFACE: ANSWERING YOUR QUESTIONS

medi a resear ch, Crossing Geoffrey Moor eds c ha
experience...

Those are indeed important topics in the entb-end innovation process. That layer, though, is
beyond the scope of this book. However, the links and citations scattered throughout the text,
especially in all of the footnotes, should enable you to venture into that layer, if you desire. Just make
sure that you and your organization have mastery of the artnost layer of this book first, or people
may find the deep dive information to be as incomprehensible as the Riemann hypothesis.

Simplicity in innovation will come for your organization when everyone in it is operating with a
common understanding of howinnovation works: who does what, when, why, and how. Simplicity
means that everyone ©6get s iLdstwdbndSingnvpy the istayolame a n
bear and a smok monster on a topical island.

When the choir is singing out of the same songbook, the music is simply beautiful. But when one
person is singing from one songbook, another is singing the latest pop tune being overplayed on Top
40 radio, and another is whistling the origai Mario Brothersvideo game withthe midi music that you
canodot (hor geatt t er how many times you hit your h
becomes earstabbing noise.

And finally,| é tvied to fill your innovation toolbox with enough tools for your people to be solid
builders of an innovative organization. These are actual tools that you can use on your job, the day
after youdve read about t hem. ththeec ks,a mef dyaoyu taraa

about them.

There are dozens of individual tools and guides to help you in all facets of innovation. There are
scores of pictures to help capture the essence of the concepts. There are hundreds of hyperlinks to
further explarations, supporting research, clarifying comments, or illustrative videos.

If you have a metaphorical construction problem, this book offers a metaphorical tool to address
it. If you have a nail problem, this book offers a hammer. If you have a screw pnoblnis book offers
a set of screwdrivers. If you have a nutsbolts problem, this book offers wrenches and pliers. And
saws, and files, and clamps, andé

You get the idea. If there is ever a question you have about any of the tools, just reach out to me
at www.3pointl4innovation.com

Why Read this Book?

You are investing your tim@ a resource you can never get baakin reading this bookl hope to
give you two things in return: an enjoyable reading expenice, and some memorable stuff that you
can actuallyuse in your business, charity, association, family, club, or whatever other organization of
people that is important to you.

Go to Table
of Contents


https://www.youtube.com/watch?v=X0vG5FAnXzs
https://www.youtube.com/watch?v=c7xnsNFN4Ts
https://www.youtube.com/watch?v=c7xnsNFN4Ts
http://www.3point14innovation.com/

KEEP INNOVATION SIMPLE vii

What would it be worth todouble your success rate at getting new goods andrs&es to your
clients or customers¥Vhat would it be worth to cut in half the resources required to get a new project
launched successfully®hat would it be worth if you could get projects completed in 40% less time?

Those are not just madeup fantasy numbers, by the wayThose are the differencebetween the
performanceof the bestinnovatorsand the rest Those are the differences between organizations
that embrace theevidencebasedpractices presented in thisbookrad t hose t hat donodit

If you are running a nonprofit, how many more people could you serve2ow much more financial
backing could you get by promising better bandor-the-donated-buck?How many more volunteers
could you get, or how much more volunteer satfaction could you deliverHow much closer could
you get toward achieving the mission that got you into the social sector in the first placHvese
principles are not confined to busines3hey apply to any organization, and they work especially well
for organizations with a missiu.

If you are running a forprofit business, how much more profit could you earrtffow much more
market share could you gainMlow much morewould you be able to invest igrowth? How much
would your cash flow improveMow much clser could you get tavard achieving the mission that got
you into business in the first place?

Hopefully, whatever you get from these principles will be a substantial return on your reading
investment.

What makes this book different from all the others thgbu could choose to read on the topic of
innovation?

Something essential is missing from many of the innovation books that are out there: while all sorts
of suggestions and theories and proposals are made, few are grounded in any sort of real, objective
analysisi® They are long on advice and short on evidence. This book will not follow that path. It will
not bet h e -n@éwadvdlutionarysupercool way of doing thingsdT hat d s o fihe practicgsd s e .
espouse have actal evidence of beingeffective from robust, objective, academic research.

As a decadedong student and practitioner of new product development and organizational
i nnovation, |l 6ve | earned encycl opedi as Whedit of
comes to making innovation happerDon dt mi sunder st @&asdnudthhfadt maes br e
has been learned from failure as from success.

% Stephen K. Markham an#élyunjung Lee Pra@duct DevelopmentandMaa ge ment Associ a
2012 Comparative Performance Assessment Studgurnal of Product Innovation Managememfay
2013.

OYMary M. Crossan aMmMult-Bimensiomad Fraeveosk dfiOrganizaiional
Innovation: A Systematic Review of the Literatpur#ournal of Management StudieSeptember 2010.
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viii PREFACE: ANSWERING YOUR QUESTIONS

| have had the great fortune of learning from some of the brightest minds in the fielchave a
couple of decades of corporate practicelaunching hundreds of products in a variety of industries,
from consumer packaged goodsto B2B industrial productsto social welfare nonprofit servicef v e
had the chance to serve as Executive Director of tiroduct Development and Management
Association (PDMAand become one of the founding members ofhe International Association of
Innovation Professionals (IAOIPhave been immersed in thehiought leadership of people who have
written the seminal works in, and founded the practice of, innovation research.

This book is as much a product of their work as it is of minentend to share some of the most
critical nuggets of wisdonthat I 6 v eed lfr@mathem, mixed with ehelping of personal experience,
a side of illustrative storiesand a dash of illuminating humorto make those nuggetsaccessible and

relevant. Wh a t | 6ve done with this book is toatwlhare
enhance the return on your innovation investmenthe trick for you will be to figure out how those
general principles apply to your organization. To help you in that effoit,d | | Sshslfe so

assessments$or you to ask about your organiation, and to keep in the back of your mind as you
read.
As a result, you will be better able to deliver what your customers need and want.

Why Did | Write this Book?

| wondt I|ie to you. | | ove to write. tAsbeokys h
However, | could have worked on a variety of other topics. And not just business tofiEse thing
is, innovation is iIimportant to me. | tds been my

growth, standards of living, job creation, and other social benefts-or organizations, innovation
drives longevity and performancé For individuals, innovation is meaningful and féh.

W 8ve had it in my minytoltdmybaby sisteeonanight, dechdesiagot r at e
Maybe youdre thinking o0Brad, a childrends book
be right..

?Nat han RolsnevatlbreandyEcon@mic Growthd OECD Centre for Entr

13Ming Piao,drhriving in the New: Implication of Exploration on Organizatir ongevity fournal
of Management November 2010.

YAt least it should be. Look at places |ike | DE
Unfortunately, for reasons beyond my understanding, many organizati@ml many managers

seem to believe that wor k wailsanydne is hagirgriunh, theyanudt e f u
not be working.What a shame. Fight the power!
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None of the general principles of innovation &
live those principles, and become magazinmover worthy innovators, while other organizations just
talk about innovaton without actually adapting innovative behaviors.

So the question hit me: why do so few organizations actually want to innovate?

Most organizations say they want innovation,
toinnovate T h ey ttododhe dowag hhey apparently want innovation to fall in their lajds
and walletsd without having to change their approach to business.

Why is that?

Here are the answers | came up with:

1) They ldhovmwhdt innovation really isThey just follow thethinking of US Supreme Court
Justice Potter Stewartds thinkithg on pornogr

This challenge wil/l be addressed in 0The
Whether you agree with my dénition of innovation or not, it will at least start us on common
ground.

2) They dondt know how Theythgbitisasomething thanjustohapgens, n g .
when some creative person hasdian nooevuartei koan! &mammoe
is justas selfcontradictory asumbo shrimpdoro Congr essi onal et hics. 0
That may sound like a harsh indictment of businesspeople, buR@L0 McKinsey Global
Survey showed that 75%f organizationslack a very formalized process for getting their
innovatons commercialized®*That 6s 75% who are making it up
This challenge will be addressed in the chapters on strategy, portfolio management, voice
of the customer, ideation, project management, and metrics.
3) They dondt know how t o Themlis plgnty of mevation talkg pusnott o i
a lot of innovation walk. That same 2010 McKinsey study found thagrd’0% of organizations
fail to effectively set formal porities for innovation.
When samething is not formally prioritized, it may as well not exist. All the things that are
formally prioritized will eat all the food, drink all the water, and breathe all the oxygen within
the organization. Leaders must provide the setting, the means, theadtron, and the reason
for innovation. Formally. As a priority.

BPReferring, of course, to J uasnbus)cecuBingepnonih ds f arm
Jacobellis v. OhjB78 U.S. 184 (1964), and does not imply that he actually participated in
pornographic activities.

16 |nnovation and commercialization, 2010: McKinsey Global Survey results, August 2010
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That challenge will be addressed in the sections on mission, culture, the minds of
innovators, and teams.
4) Change is hardFew people enjoy doing stuff that is difficult to do. Those who havitl to go
on a diet, pick up an exercise program, maintain a New Year resolution, quit smoking, or floss
their teeth regularly can probably relate to this. Even those who are successful at dropping bad
habits and picking up good habits will tell youthatt ai ndt easy.

Change management will be discussed in the
5  When it comes right down to it, they simply
There isndt much anyone can do to help wit

have a compellig reason not to change), if you have no desire to engage in creative problem
solving, if you just want today to be exactly like yesterday and tomorrow to be exactly like
today, then this book is not for you. Thanks for reading this far, though!

What Was [Thinking?

Since this is a book about innovation, | need ty to be a least alittle innovative with itSo before
you jump in and wonder what the heck is wrong witthe author, let me explain a few pointthat |
had in mind as | wrote.

First,as you ma have surmised from the title on the cover
| believe in simpleStanford professor Kathleen Eisenhardt an
MIT Sloan profssor Donald Sull agree O How c a
manage the complexity of the modern worldur answer,
grounded in research and reaworld results, is that simple rules
tame complexity bettér than

| 61 | present a variety of
apply to your innovation work immediatelyThese tools are
intentionally made simm. | believe that if you need a 86-page
training manual to figure out how to use a&ingletool, that tool Figure3: Meet Simpleton. Simpleton and
is destined to be adust collector.l want to give you tools that g'fnncol';lZVS"L?ES'!E?;;aT'r]”?hEir;yosf ézzsn,t

you might actually useYou can always get more complicatedget much simpler than a round head, limbs,
later eyes, and a mouth.

17KathleenEisenhardland DonaldSull Simple Rules: How to Thrive in a Complex WoHdughton
Mifflin Harcourt, 2015.
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Second,in addition to simple, | believe in comedy.dt me say that if you are looking for a book
written like a congressiondbudget report or a helicoptertechnical manual, | sincerely hope that you
find this book NOT to be for you.

Even i f you?or etiohforydogmhogthpaste, d o i
you should be having at least a little funWhile | present
information that comes, as much as possible, from rigorous
academic research, please be ready for me to do so with a
dash of energy and a smidge of humor.

Whi | e tihtended to & Bave Barry Goofs on
Innovation®| believe that a thin veneer of levity on the solid
structure of academic business research will be the spoonful
of comedic sugarthat helps the business lesson medicine go
down (to thoroughly mix my metaphors). Humor helps to
make the information more memorable, and it can give you
i nsights on the truth better t
why theOnion News Network s by f ar OAmeri ca
S o u r &ctleedmost truthful, if not the most factual, news
source around.

My hope here is to address a need mentioned b
Constantinos Markids of the London Business Schoblwho
argues that there is a growing gap between what academic
are learning through their research, and what actual busine
managers know and do. The research is rich, and valuable, a

Figure4: Why so serious? Innovation is
fun...lighten up.

rel evant, but littddss nnaotsforobediintme
better doing.
Why would that be?We | | i f youdve read

academic article in a peereviewed journal, you know that it

can be a daunting taskSo much paper space is spent on .
o ) ) Figure5: Walt, is that supposed to be funny”:

explaining methodologies, data collection procedusg and

statistical analyses that by the time a practitioner gets to any information they can really use, their

retinas have detached and hung up a ogone fi shi

¥ No, thatds not a real book. | just made it wup

19 Constantinos MarkidesiCrossing the Chasm: How to Convert Relevant Research into Managerially
Useful Research®he Journal of Applied Behavioral Scigntanuary2011
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Note to all of my academic friendghat was NOT a criticism of your wok. On the contrary,| am
THRILLED that you can and do follethrough on all of those details, and publish them to the world
for critical reviewlt takes guts and brains beyond what most people appreciatu stand up before
hundreds of your peers and haw to prove your point beyond their focused intellectual skepticism,
justifying details like why you used a Niedermeyetransformation to calculate the tangent of the
/Lumbergh curve?’ | could never do thatT h at & s enwtheypradtitioverwho-reads and-learns
from-your-work route.

And as a practitioner, | know thahe daysof people in the business world@re filled with a whole
lot of work besides keeping ugo-date on innovation research.ike filling out TPS reports with the
right cover sheetsor paying attention to the WENU®hile doing adata reconfiguratior?* You simply
dondt have time | eft over twithinacaddnaec durhal asticlesh t he c

Thatds where this book comes i n.

You see, | want you to actually read this.her eds good stuff | ntothoer e t
things better, makedazzling new produdts, and save the world with yaucreations.The least | can do
isto write it in a way that you actuallyant to read it.

Oh yeah. I f the text iIitself doesnot HKhstdréggéer ar
mixed into the footnotes with serious journal citations to give you some occasional comic relief.

Third, this book is notnecessarilyntended to be read from
beginning to end. It kinda startsin the middle, and lets you
work your way outward from thereThe beauty of the digital
format is thatyou can quickly shift from topic to topic, simply
clicking to where you want to gol dnot arrogant enougt?? to
think that every single word write will be of benefit to every
single reader.You cannavigate your way through thisoook
the waythat ismost interesting, most valuable, most timely, ol
most whateveris-important-to-you.

Of course, if you want to read it frm end-to-end, you are
welcometodosol pr omi se, |l wonodt

Figure6: How the book is organized.

20 To my knowledge there are no such things as Niedernyer transformations and Lutmergh
curvesl f youdd | i ke to discuss real statisti dalm ar
not a real academic, | just play one in books.

21Thanks go out to the writers 0Dffice Spac@and Friendsfor these alitoo-closeto-reality creations.

22 Close, maybe, buhot quite.
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Fourth,I like analogies and metaphors. | think a good analogy can serve to enlighten and enhance
understanding, by relating the unfamiliar to the familiafhere is a good deal of reseah suggesting
that we humans learnby building on what we already know.

| recognize, however, that analogies have their limitéo analogy is perfect.

One of my favorite analogies is about the
learning process. When you start learning
something new, the nformation can come at
you faster than you can take it all in. It can b
overwhelming. People often refer to that as
odrinking from a fir.eé

Whil e I 6ve never ac me
water from a fire hose, the visceral feeling | ge
from imagining the experience really captures
that fee”ng of being overwhelmed. It ilIl'IStratefl':igureT If you are new to innovation, this book might feel like
the reality so much hdrinkngfromafire hose. mati o
comes faster than you can take it alll in. 6 Ther

better feeling for thepoint.
If you find yourself reading one of my attempts at enlightening metaphor, and you say to yourself,

owell, Brad, thatdéds not entirely accurate, beca
us both a favor, and just let it goThisi s a b ook, after all, and | ca
you on the point.

I reali ze that anal ogies have their throwoutaati o

couple of quotes from the great statistician George E. P. Boxpvdaid,0 Just as the abi
simple but evocative models is the signature of the great scientist, so elayoration and over
parameterization is ofta the mark of mediocritydHe alsosaidp Es sent i al | y, al | mo
some are useful Bhere. That oughta put you doubters in your place.

Yes, all of my analogies are imperfect and wrong in some detail or another, but | hope that they
prove to be useful in comeying some nugget of value.

Fifth,this isjust an overviewof the innovation process Well, maybe a little more than thatf the
body of innovation knowledge is a pool, theronsider this the shallow end,akper than the baby
wading pool, but not SCUBA certification depth.

In trying to cover the whole eneto-end process of innovaon in a singlevolume, we candt ¢
much deeper | look on my bookshelf, and | haveards of space taken up by various books on
innovation, from grand overview handbooks to highly specific;depth topical discussionsThere is
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no way todo a deep dive irto all topics, andstill make the book readableKeeping it simples the
theme, after all.
Finally,keep in mind thatl wrote this book at a moment in time. Rality, however,is a constantly
flowing stream of changeTherefore, if it is to be effective fathe long haul, this will need to be a living
document.] 6 m al ways diving into the academic | iter:
O0hol y-bunsyttihn g, Bat mahYealhat b8 maaBuwte ntgh atl d gdowh a tt .
Then llike to share that information with people who can use 80 this book will be linked to the Pi
Innovation websitewww.3point14Iinnovation.cor® That way, | can keep théanformation fresh, and
up-to-date. | hate the smell of information thatos beece
One terminol ogy not e: I may sl ip i nto usi n
interchangeably. That may annoy those of you who thiokinnovation in terms beyond just creating
new goods and services to be sold to customers. | happen to agree with you folks (about the scope
of i nnovation, not about the annoyance). I nnove
which peopk will camp overnight, just to say they bought it before any of their friends could.
Innovation, as | define i#* involves creating something to serve somebody. That could be a
physical thing, sure, but it could also ban intangible thing, like a method, a process, or a system.

Such methods, processes, and systems can be tre
framework of principles that | describe for goods and services. If | seem to interchange innavataol
product devel opment sometimes, thatos why.

Do | Have aFoot(note) Fetis

A note aboutall of thefootnotes Ther e are hundreds of 0em.

Many of the footnotes in this book are just jokes, entertaining asides, links to classic TV videos, or
Star TrekreferencesBrussels sprouts come up on occasion. Read such footnategour own peril.

Most, however, are citations to various research works in the field of innovation, cognitive science,
psychology, business management, eti€.you are a stickler fortae f or mat ti ng of ci
going to say thisplease forgive me in advance.

| tried to be consistent, bunhot alF® of the citations of various sources in the literature conform to
a generally acceptedsingle pretrred citation format.Frankly, such things are irrelevant to me, and

23 For the nonmathematically inclined, 3.1#e, s o 3pointl4lnnovation is
math lesson with every click. Just kidding.
2For the definition of i nn oMhathd#8%! Isinsovationj n t hi s

Anyway0 secti on.

25 Actually, none.
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the energy required to get everything oridgphtd f
costbenefit analysis was approximately as negativeths state budget of lllinaé2° This book would
never pass Academic Journal or Doctoral Dissertation standards in the citation formatting department.

My citations have two purposes: 1) ,and2)tdavolonst r
accusations of plagiarisni.learned this stuff from pretty smart people, anidbelieve in givingcredit
where credit is duel alsowant to give you sufficient information to look up the source materiao
that you can reach their own conclusions on vetther mypoints are validln fact, most references have
hyperlinks that send you right to the material online.

T h a t Thaese ard my only reasons for the citations.

Hereds an example to illustrate m¥%Comparedhesel ac k
examples:

Adams, AnselAnsel Adams, an AutobiographyBoston : Little, Brown, 1985.

Ansel AdamsAnsel Adams: An Autobiograph{ioston: Little Brown and Company,985).
Adams, AnselAnsel Adams: An Autobiogphy. Boston: Little Brown and Compan$985
Ansel AdamsAnsel Adams: An Autobiographiittle Brown and Company, 1985

= =4 4 A

Do any one of them really offer you a better way to access the source materiaidu believe so,
please call me and explain why at80-GETOVER, ext. IT.
Justkiddingl dondt veice enailonhtthatlire.

How Can You Best Use This Book?
Because this book was written from the inside out, you can use it in a variety of ways to meet
your needs. Whether you wanttoread itcovdo-c over f or i ts shear entert
rather use it as a picl-chooseinnovation reference, or you need to find a good product
development joke, you can leverage the format and the buitt links to do it your way.

%'t is possible that the only thing I1l1linoisd s
corrupti on, but t hat 0 9likéthis meaThomasnltGradetdngDicd i f f er en
Simpson Corrupt lllinois: Patronage, Cronyism, and Criminalltyniversity of lllinois Press, February
2015. Hard to believe that o0The Land of Lincol
was OHonest Abe. O

27 The first three examples are a blatant cutpaste fromthe website
http://users.library.fullerton.edu/cbruns/citationstyles.hfiwhich details proper use oAPA Format,

MLA Format andChicago/Turabian Format. Thbeottom exampleisaformal j ust made wup
officially call it Barbera/Pi Format. | hope it catches on.
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Some possiblalternatives.

Method One:
Justread it straightthrough. Duh. It is a book dter all.

Method Two:
Read it as if you were @inball in the rock operalommy.

At the bottom of each page is a hyperlink back to th€able of Contents. From the ToC you can
click your way to any section you want to read next.

At the end of each secti on, there i s a oWhere
you to any other section as well.

And buried in the text, there aressorted hyperlinks to related content in the book. Just
bookmark where you are, click, and go. Come back to where you were later.

Method Three:
Get the main points quickly, get details later.

Each section of this book ajtuaes theskeyideas bftha o0 Si mp
section in a succinct set of bullet points. You
the subtle nuances of deep insight, and all those uproarious comedic comments that illustrate those
points so memorably. ® something like that.

Method Four:
Really study it with the intent to internalize it.

I n addition to the o0Simple SuMmmaeysmertach wiet
guestions to get you thinking algipeustcurrendyw your or
functioning. Keep those questions in mind as you read. Research in leaffings shown that one of
the best ways to learn (and possibtie best way) is to test yourself. So ask yourself these questions,

28 John Dunlosky, Katherine A. Rawson, Elizabeth J. Mastchell J. Nathan, and Daniel T.

Willingham | mpr ovi ng Studentsd Learning with Effect.i
from Cognitive and Educational Bshology, Bsychological Science in the Public Interéstuary

2013.
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think about potential answers, then read on and see what the text says. At the end of the section,
some study guide questions are available to aid further reflection and retention.

You can also come up with your own questions before reading the sectiomd @ahen look for
answers as you read. Heayemeia$ShoutLietene knovswhatthes ar en 6t
guestions are, and | 611 ei t her ogidhe boek, oy researcho wh e
an answer for you and give you credit in the second edition (after | give you the inside exclusive,
first).

If you are intent on really absorbing this material, repeated testing will make a big difference
over just reading, highligting, and writing comments in the margin. And if you are reading this on a
digital screen of some sort, those margin comments wreak havoc on the resale value of your device.

Method Five:
However you darn well please.

Enjoy!Letme know what you think

Wishing you many happy innovations,

Dkp rrgekd

Go to Table
of Contents


http://www.3point14innovation.com/#!contact/cg60




KEEP INNOVATION SIMPLE

THE WHOLE DARN BOOK
IN ONE SIMPLE CHAPTER
(The Core of Innovation)
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2 THE CORE OF INNOVATION

Simple Self{Assessmend The Core

Rate yourself on the following questions. To benchmark yourself against

others,complete the online survey here
1 How innovative would you say that your organization is?

Innovation? We are oCaptain
What s That ? in our industry
L2 [2 [s [4 |5 e |7 [8 [o [ |

1 Does everyone in your organizaticagree about whatinnovationd msg?a n
Everybody shares
Nobody has a clue a common definition
1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10 |

1 How awareis your organizatiorof research into effectivimnovation?
Ther is such a thing? Not just awareé
[ 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 K | 10

1 How up-to-date are your innovation practices?
Neanderthal Ahead of our time
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 How collaborative are the different functions in your organization?

Silos that never A weltoiled
speak to each other collaboration machine
[ 1 [ 2 [ [ 4 [ 5 [ 6 [ 7 [ 8 [ o [ 10 |

1 How clearly defined are your innovation processes?

o0 T h ragaimst the wall Cleary defined
and see what sticksbo and documented
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 9 | 10 |
1 How well do you actuallyollow the defined processes?
We always follow
Follow what? it to the letter.
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 9 10
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Simple Summang Core of Innovation

Key takeaways you should get out of this section:

1 Innovationd done right d drives progress: improvedtandards of livingquality, and
guantity of life; organizational longevity and performance.

1 Innovation occurs at the intersection of novelty/creativity, value/problem solving, and
reality/execution.

foBest practices, 6 has hte Maaowr, vehat s bdstdoh e
organization is not necessarily best for another.

1 What you need are fundamental guidg principles Principles with the weight of evidenc
behind them.Suchevidencebased practicesare not simply activities that work mder
specific conditions, in specific industries, at specific times, but rather they can work
anywhere, anytime

1 Evidencebased practices are not onesizefits-all prescriptives, nor are theguggestions
for mere imitation Your job is to understand the pnciplesso that you can applythem to
your specific circumstancesnd thenderive your specific solutions.

1 Thes areprinciples for innovation that, if you follow them, will help you and your
organization deliver more successful innovatigmaore often.

1 Manage your expectationszvidencebased practices do not promise innovation utopia.
Such a place does not exiftracticing innovation is inherently riskigisk means the
possibilityd the necessityd of failure. These practices will help you succeed neooften,
with higher rewards, but will not guarantee success at all timegerywhere.

1 1t bears repeatingthese generally applicable principles must be applied to your specifi(
industry, culture, and capabilities to define the specsigstemsor your organization.
Simply doing what someone el se did wil

fThis book uses the O0innovaanbsencenghneduo
model. Innovation is an intentional act of the innovator, not a passithing that just
happens. The engine model captures the variety of components that must work togeth
to drive innovation forward. Tie engine modelalso captures the variety of forms that
engines can take to meet the particular needs of the work at hand.

Go to Table
of Contents




4 THE CORE OF INNOVATION

The Whole Book in 10 Bullet Points
These are the simple things you need to do to innovate effectively:

Align everyone in your organization to a common goal and means of achieving it.
Understand the people that your organization is trying to serve.

Solwe their problems in new and better ways that you are capable of delivering.

Understand the people in your organization and how they think.

Organize your people and processes to make it easy for them to create value.

Do the best you c¢addowidtth swehtatl ey ofuodrv e egsost, dono
Communicate clearly and effectively to all of your stakeholders.

Dondt expect i nn oditaitl aways beaagisky, dif§cult etdaapop. e n
Measure the important things that will get you to your goa

Change is hard. Even beneficial change. Know how to make it happen. Never stop doing the
hard work of changing for the better.

= =4 4 -4 4 45 A5 -5 a2 -9

There. |1t doesndt get much simpler than that, r

What the #&%! is Innovation, Anyway?

So | etds tal k dthishoak. What exactlyasrinmovdtianpi ¢ o0

You may be thinking, o0Seriously? Do we really
i s! 6 oMiddr this from an article iMIT Sloan Magazine

OFaced with sl ow gr owt hompetitommandCEOsviewt i on ar
innovation as critical to corporate success. William Ford Jr., chairman and CEO of Ford

Mot or Co. , recently announced that, 6[f]rom
compass by which the conmptaniorscketdswiiltls ad apetct
as its core business strategy going forward.
chairman and CEO of General Electric Co., ha
a belief that innovation is central to the succes$ a company and the only reason to

investinitsfutureThus GE i s pursuing around 100 61 mag
to drive growth though innovati on. And St ev

recently that 06i nn oMiaadsdftoan keepscustornegiappynandy way t F
competito®#s at bay. 806

Mohanbir Sawhney, Robert Tfel2 DMerentWaysfor @amdaniésnoi g o
Innovate MIT Sloan Management Reviewpril 2006
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Then the next paragraph begins with the disco
| get the sense that the business leaders and media pundit§ t he wor |l d arendt
the same thing when they say that worddnd the products and services they keep churning oas
t hei r 0i makenmneauestionrwhabthey mean, too.
So, kefore embarking on a journey into the principles of innotian, we should probably establish
what innovationislet 6 s st art where any reasonabl e Ther son
dictionary.

The MirriamWebster Online Dictionary defines innovation thusly:
Innovation noun in-no-va-tion \rj-nb-"va-shon\
1:the introduction of something new
2:a new idea, method, or devicenovelty

When | dug thatdefinition up, | noticeda headingc al | ed ORhy me s taiagdsuch | n n c
words as@bdicationp aberrationp cabnegationpand cabrogationgall of which could be applied to
whoever came up with this entirely unsatisfactory definitidtioah Webster should be turning over in
his casket at that one.

Neither satisfying nor useful.

So | naturally went next to where we all go in the modern world wheve need some knowledge.

So what does the Google havetosay? search of odefinition of inno
results (in just 0.47 secondsconsider my mind blown)Readers, | love you and everything, bujust
candt go t har-biliogpageaforyougptiayou really want to knowv
just going to have to do thatfor yourselves

Most of the satisfying definitions have a good deal of overlap, and vary only by some wordsmithing
and nuance.Ratherthantrytoc ome up with some super definitiol
to give you what | see as thdefinition of innovation ina pictured saving you a thousand words worth
of reading
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INNOVATION

Significance

dtatus
Quo

Unicorns

Creativity Execution

Pet Rocks

Figure8: The definition of innovation according to the Pi Innovation pictudictionary

Real innovation comes at the intersection of three elements: d¢néity, significance, and execution.

Or call them onovelty, 6 ovalue, 6 and oreality.
Oi mpl ementation. 6 | suppose there are many way
circles. Thatiswhy ldddét wordsmith a pithy I|little definiti
it, just remember that innovation occurs where those three things all come together.

If any one of those three elementsmissing i t 6s not i nnovation

Creativity is the mostecognized element of innovation for most people. Being creative and novel
gives your product a competitive advantage. Even if it solves a problem for your customer in a way
that they value, and you actually deliver it to them in the real world, withoutme | t y, it 6s no
than the status quo.ltitd6ésnan #misnhnogacioommodity

30 Not surprisingly, research demonstrates that novelty is indeed critically important to new product
successand helps drive competitive adantage See, for example, Subin Im, Mitzi M. Montoya, and
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Significance means that it makes a positive
valuable for your customeri t 6 s al so not an innovation. You ca
and make it into reality, but if it doesnl&g do
apetrock2Ok avy, | 61 | henaheydiestdcane bul, pet rocks were valued as gag gifts, but

that ran its course quicklyHumankind has matured enough since then to recognize their utter lack of
value.At least most of us have.

Finally, without the element of execution in the real wd, in a way that people can actually
experience thevaluey oudve got nothing but a wunicorn. It
concept, with the power to save the worl d, but
providesrealvalue 0 your cust ome rltssnotantindovatigiitl st a fant asy.

Innovation must havecreativity, significance, and executioAll three.

Note also, in this definition, what innovation is nat:t & gust about beinghigh-tech.l t 6 gustn o't
about generating patents| t 0 gustabout being connected to the interwebl t & gust abouit
coming up with the radical breakthrough that will change the world.

|l tds al so not | ust ab oBudinesp mdeldaarche ;minovatioastheipad up
was not just a gadget. It waa rethinking of how media can be distributed and enjoyed.

l tds not just about things you Ingred processes apcke o p |
systems can(and should!) be innovatons. Finding a new and more efficient means of sharing
information than changing the cover sheets on a TPS rep¢stapled with a red Swingline® stapler,
of course) meetghe criterianecessary foinnovation22

There aremany ways to innovateWe can intuitively sense that a newto-the-world product
employing a new and unique technologgnd delivering marketchanging value(like the world wide

John P. W Anté&cadants anH IConsegu@nces of Creativity in Product Innovation Tearms
Journal ¢ Product Innovation Managemengdanuary 2013

'n fact, as | m, Montoya, and Wor kman point out
bizarre by the target audience if they are novel or unique but carry no meaning (itkbe extent to

which outputs are perceived as appropriate and
itself may imply an unreliable or untrustworthy prd u cThus, pet rocksNote: | slightlyrearranged

the words to flow better here, but theyare all in the paperand consistent with its meaning.

20kay, so | dondt have academic research saying
succeed. | suppose they don 0 tstateraentlof,the ebvidubthat . I
if it doesndt elkybuscén,proveme wra@ng d@thatldtone knawc h .

33 Thanks to the brilliant movi®©ffice Spicefor illustrating the potential value of business process
innovation so poignantly.
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8 THE CORE OF INNOVATION

web) is different thanan extension to an existing product set employing exiggirtechnology and
adding only incremental value to the market (like addingitabagakumquat to a line of iced tea
flavors).Some will land you a guest spot on th€onight ShowMost will not.But theycanall add value

to the world, amg thatds not a bad thi
Sincethe word innovation by itseltovers a wide range of possibiliteglt 6 s br eak i nnov
toafewtypesAs we do, though, |l etds be clear that the

them.T h at 0 Justakthaeyolorsofaari nbow dondt have gdetwearrthein,i nes
we can still name all the colors after R&y. Biv:*

There is no single means of classifyin  Market
innovations®s o | &1 | likehcathing o
ofit2*Once again, 18l]
a picture, rather than getting bogged down
in wordsmithing the perfect definitionsJust
take a look atFigure9.

An innovation can &her apply a novel
technologyto a problem, introduce a novel
solutionto a market, or both.

Consider othe mark

for whom you are doing the innovating,

] ] . Product/
those who will derive value from ifThis can Technology
be the market in the sense that mogieople eSS

Figure9: The categories of innovation according to the Pi

think about it, where goods and serges are Innovation picture dictionary

%I'n case your grade school science teacher didn
for red, orange, yellow, green, blue,ingio, and violet. Now youdll ace
exam.

%Rosanna Garci a a nAdritifablapleat tecBralbgical innmvai@ typology and
innovativeness terminology: a literature revievibhe Journal of Product Innovation Management
September 2003 |l dm gl ad someone is trying to narrow

%] know | gjastto toell myown ideaspbut there is research support for this. My

classifications of oOlncremental, 6 0Evolutionary
Cal antoneds ol ncremental, 6 O0OReal Imy oNew, d yamaea wq K
dond6ét think the | ines between them are quite as
different purposedacademi ¢ research clarity and consi sterl
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KEEP INNOVATION SIMPLE 9

exchanged for money. However need not be just external to the organizatiorinternal innovations
can be just as valuable, so think of your internal customers as wWealing the way cover sheets are
placed on TPS reports could be an innovation (incremental), or replacing TPS reports with directmind
l ink devices among all empl oyees would be an |
everyone knowing what I 6m thinking in some of t
As for technology, @ n 6 t titlasjustkefewirig todigitalinternet-electronic computer-laser
guantum types of stuffTechnology simply means how something gets doriEhatwill includedigital
internet-electronic computer-laserquantum things but it will also includeseed planting methods for
farmers, ratchets on wrenches, arstissors for cutting pizz&
For both market newness and technology newnegske degree of novelty falls on a continuunit
can be as smalhs changing a product color from black to red, yellow, and bl&&to as big as creating
the industrial revolution with a practical steam engife.
Incremental innovationgnvolve small banges to existing productswith existing technologiesand
within existing marketsThe level of novelty is limited to enhancements, feature additions, and the like.
Examples could include a cost reduction by switching to a new component supplier, bagdixisting
services together into a new single offering,
deodorant®?
Evolutionary innovationnvolves breaking into a new market, or leveraging a new technologie
Sony Walkman, for example, created a new market with an existing technology by making that

understanding and execution of innovatiosimple for the rest of us. Feel free to call the categories
whatever seems meaningful to you and your organ

37 No, really. https://dreamfarm.comus/scizza/

38 The only time this was a big innovation was when General Motors teamed up with DuPont to

make inexpensive colored cars a reality, and taking market leadership fromsloewa ct i nqy Henr
customercan have a capainted any colo thath e wants so | ong as it 1is D
great innovators have blind spots.

39 In the information age, we tend to forget about such lifaltering events from past centuries.
Fortunately, thereare historians who appreciate and can tell a good historic story. Check out
William RosenThe Most Powerful Idea in the World: A Story of Steam, Industry, and Invention
University of Chicag Press, 2012.

01 6ve al wmypts towsmelltike Starbucks in the fall. Not really. Just a comedy joke.
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10 THE CORE OF INNOVATION

technology portable.The Canon LaserJdéveraged anew ink application technology in theexisting
paper printer market
Radicalinnovation involves both new markets and new technologie$he steam engineThe
internet The warp engine, replicator, and tsooawilsbheor t e
according to Gene®Roddenberryds team.
| wondt be using the very popul ar tAefrtmerodalslr,u
very popular word in the popular pres©i d | menti on that 1itds popul a
The problem with talking aboutdisruptiond and disruptive innovatiomis that there is a conflict
between what it means in the very particular sense originally framed up by Clay Christens@&inen
|l nnovat or,dhe Inibvators BolmtgrandS e e i n g Whaadwbat theNaeerkage ordinary
mortal business person means byistuption. In the former sense, a particular innovation must fit a
specific set of criteria to be considered disrupti$®and not all dramatic, indusy-altering innovations
fit those criteria. In the latter sense, prettymuch anytime a businessperson feels blhsided by a
competitive movethat they failed to foresee, they consider themselves disrupéd.

41Both examples were taken from Garcia and Caflane, A d@itical bok at technological innovation
typology and innovativeness terminology: a literature revievbhe Journal of Product Innovation
Management September 2003

42 |_ess than fifty years to go, unless the Borg successfully travek baour time and assimilate us
all.

“*Those characteristics are: 0(1l) the innovatio
customers value; (2) the new features offered by the innovation are not valued by thensteéam

customers; (3) the innovation typically is more simple and cheaper and is offered at a lower price

than existing products; (4) at the time of its introduction, the innovation appeals to a-lemd, price

sensitive customer segment, thus limiting thpeofit potential for incumbents; and (5) over time,
further developments i mprove the innovationds p
customers value to a |l evel where the innovati on
Courtesy of Vijay Govithar aj an and Pr BEhe dsefineds of MEasupiray Dikreptiveness

of InnovationsEx Post in Makia Ex Ante Predictions #ournal of Product Innovation Management

January 2006.

“This is not just sarcasm o nDismptiveTeechhology As Er wi n
Reconsidered: A Critigue and Research Agend#urnal of Product Innovation Managemeruly

2004, OA question that remaireantily wWhetrhuern i v st e@a hn
afunctionoftheperpecti ve of the compani esesaebfferctoitfo s a
hands you your |l unch in the marketplace, you wi
decades after Christensen introduced his concept of disruptive innovation, articlé$arvard
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Dondt get Themeoncept ad disguptive innovation (undehe narrow academiaefinition)
isimportant] d m not dliGmijsssdtnggaitng to declbmokédiscussbeyo
in detail For now, just understand thatdisruptived i n t he Ch ishastheesanee¢himgase n s e
aadicalp doreakthroughg drevolutionary$ or any other wad that you chose to use for thatthird
category.

Innovation is NOT an Expense

Thereds one other component i n the definitio
Innovation is an investment. It isot an expenselfyouseeme at a cocktail party,
on how annoying it is that most innovation expenditures are treated by generally accepted accounting
principles as expenses.t 6s one of my bigger professional p e

As | said, innovation is an investmeihtike any investment, it is one thatvolves risk andincertain
payoff. The evidencebased practices discussed in this book will help you to do your innovation
investing wisely.

Remember the financial market collapse of 200&®hough the cause of the wllapse were
numerousand complex, asignificant contributor wagoo many people investing too much money in
innovative but unproven financial instrument8hen those instruments proved to be far riskier than
believed, bad things happened.

Remember the dé.com tech bubble burst of 2001 2s t he BBC reported at
Buffett took a pasting for ignoring the 1999 surge in dot.com stocks. Now he is enjoying the last
l aufgh. o

If you think of innovation as an investemt, then the investment advice you get in this book will
not be to dump all of your money in the latest real estate derivatives, nor will | use a sock monkey to
convince you to invest in Pets.conkat her |, |l ©&m going to tellinggou t
diversified portfolio of investments that matches your risk profile and time horizon, using -well
understood and proven investment strategies.

Think of it like thisSay you have $10000to invest You could go to a roulette table in Vegas, put
it all on doublez er o, and hope for a $3,500,000 payout.
happen 2.6%o0f the time. Of course97.4% of the time, you go home broke.

Alternatively, you could stick the money under the mattre¥u may not get anyting for it, but
at | east vy oJustsiol with the statusqgeio, andl be safieake out a little at a time to pay a

BusinessReviewo nt i nue to argue whether i nnovieaetsil@ams a\rc
as Disruptive as You Might Think6 May 2 0 1 5not.going @Iresadve theyissue in thisibook.

45 BBC News World Edition Busine3aiesday, 13 March, 2001
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12 THE CORE OF INNOVATION

bill here and there, or to cover an unexpected rainy day expengmtil the daythat you reach under
the mattress, and find only mough loose change to buy yourself a can of pop (or soda or coke,
depending on what part of theworldy o u 6 r eat tliedocahtpnvenience store.

Or, you could invest themoney in anything from a simple savings account to precious metals to
government bords to corporate stocksYoucould create a portfolio thataimsat the return you need
within an acceptable level of riskfou grow your returns, and over time, build something to retire on,
so that you dondt have to wor’kyeas®lda Wal mart gr e

The same is true for innovatiomvestments

You could place your bet on that one bigideaAf t er al l , you just read
Incmagazi ne, and t haandfamobsemreprehear did gUmfortunately, youwill
likelyf i nd out the hard way t hatForsewer bentrdprertesrthatmadé t h e
it big on their one great idea, there are fifty, a hundred, or fiveundred that ended up filling outgrill
master jobapplications atthe local BurgeBarn

You could just keep doing what you and everyone else in your industry are already doingas
successful b e f ccontnue tanble guccessf@élY aduind®drte igood at Untilt , so
that is, better services and better products areffered by someone else, rad your old reliable
customers startining up atthats omeone el seds shop door.

Or, you could look into how to invest your innovation dollar wiselynderstand the investment
principles that have been proven to workDevote the time to figuring out how those enduring
principles apply to your industry ando your organization.Make the investments that will ensure a
return now and into the future, for you, for your investors, for your customers, &brthe stakeholders
involved.

The purpose of this book is to share the general principles and best practices of wise innovation
investment in a way that you can apply to your organization immediatellf.you implement these
principles, you will improve your innovation outcomessuccess rates, returns on investment, customer
satisfaction, revenue, profitability, mission fulfillmehthatevermeasure4® are meaningful for you.

Will every effort be a home runMNo. But you will win more ballgames, guaraeed.

Why the #&%! Should Youlnnovate?

If things like profitability, return on investment, return on assets, return on sales, topline sales, sales
per employee, employment growth, EBITDA, market share, margins, and sustainable competitive
advantage are inportant to you, then you should innovate. More innovative organizations deliver

46 For more on innovation metricsy o0t o t h e Imevatibnifor Fus and Profi® a n d
dnnovation for Fun and Noftfor-Profit 06
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more of all of those thingg If you are a nonprofit, finding ways to innovate and adapt is critically
important to delivering against your nssion 8 and the financial soundness from metrics just
mentioned will help sustain your organization to pursue its mission on into the futtie.

Those are the visible benefits of innovation. Less obvious is the intanguakie of having a
reputation as an innovator. Gmpanies that developsucha reputation have more loyal customers.
They havecustomersthat are more invdved with and excited about the organizatianAnd their
customers areevenmore tolerant oftheir failures?

Imagine thatd the more imovative you are perceived to bethe more forgiving your customers
are. Your innovation risk profile goes down as your innovation reputation goes up.

Ifyouareanonpr of i t, o oyndur gehlifnkt tat you dondt have
you help with your services are customers. Your volunteers are customers. Your donors are customers.
People of the community are customers.

Peter Druckerstated itwelld Be c au s e t hoesingssis tpoveate a castomeahe business
enterprise has twod and only two & basic functions: marketing and innovation. Marketing and
innovation producers ul t s; al |l ®Aedr edosndar éstowthed Omalse nyec
that it doesndt apply to nonprofits. It does.

In the time since Drucker wrote those words, the study and teaching of marketing took off, with
practically every business school on the planet featuring extensive coursework on the stubjg News
and World Reporthas beenannually ranking which schools are best at teaching it. Meanwhile,
oOinnovation, 6 has al most been an afterthought.
of those marketing classes. For me, it was in assl@n operations managemertt

““Mary M. Crossan aMMultBimensioma Frapveosk dfiOrganizadional
Innovation: A Systematic Review of the Literatur@urnal of Management StudieSeptember 2010.

48 MarkH . M o The feublic Walue Scorecard: A Rejoinder and an Alternative to 'Strategic
Performance Measurement and Management in NeProfit Organizations' by Robert Kaplané
Hauser Cengr for Nonprofit Organizations Working Paper No. 18, May 2003.

®David H. Henar d RepuatioR fortPeoduct Mnovabamis impact ord
Consumers Journal of Product Innovation Manageme2010.

%0 peter Druckey The Practice of Managemeyitlarper Business Reissue Edition, 2006.

1 Fortunately for me, my operations classas taught by Dr. Abbie Griffin, one of the renowned
thought leaders and researchers in the field of product development and innovation. | owe a great
deal to her, not only for teaching me then, but continuing to teach me much of what | know about
the subject today. Thanks, Abbie!

Go to Table
of Contents



http://onlinelibrary.wiley.com/doi/10.1111/j.1467-6486.2009.00880.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-6486.2009.00880.x/abstract
http://papers.ssrn.com/sol3/Papers.cfm?abstract_id=402880
http://papers.ssrn.com/sol3/Papers.cfm?abstract_id=402880
http://onlinelibrary.wiley.com/doi/10.1111/j.1540-5885.2010.00719.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1540-5885.2010.00719.x/abstract

14 THE CORE OF INNOVATION

| wonder how many businesses would still be in operation if innovation had received equal
attention in that time span.

Remember Blokbuster Video® If youdondt , cl
picture in Figure 10 for a brief video from the Onion News
Networke2 to relive history.

In just ten years, Blocktaier went from having 9000 outlet
and dominating their marketto closing all of their stores and
declaring bankruptcyThis dramatic fall of the mighty wasrgely Figurel0 Justclick to take advantage of
due to lack of innovationin a changing marketplaceBlockbuster tg,i,:] Lﬂi‘,‘;’ﬁ,"f e intemetand wateh tis
could have benefited from some innovation education

That s any e as yofsoursetwthmtleermdnefit obhindsegktéd s e as ythet o r i
strategic miscues mad eHowyoul®thay beksb myspic@hartk goodnesa d e r s
that never happens in any organization | know &f.

| hadthe good fortunetos peak wi th someone i200Vstdteyiaecisionto Bl o c
focus on physical, brickand-mortar video rentals andavoid entering onlinemedia streaming® This
individual was smartDarn snart. The other people involved in the decision were just as smaie
reality is that they made a decision that made sense, corresponded with the data at hand,)eet still
provedtobewrongAnd t hatds one reason SO maovaionor gani za

The point here is that innovation is hardnnovation goes against oubias to maintain the status
quo.28 It goes against our preferencéor acting according to the certain now rather than the uncertain
future.®! Unless you are enabled to adh a conscious, dliberate, and systematic way, creatirige
future rather than be&oming victims of it,you just may find yourself to be the targetofthai h ow c o u | «

52 You probably do, since reading this book implies that you are old enoughhave been around in
the early 2000s, when Blockbuster Video stores were as ubiquitous as coffee shops and drug stores.

53 The tnewsdnetwork that comes closest to sharing theuth, even if not sharing any actual facts.

“Yeah, right. 18ve seen t hiDBidybuaaghthareférenceu mer o u s
Virgin Record and Borders Boks at the endof the vided? This kind of thing happens all the time,
everywhere.

5> Whose name is withheldo protect the innocent.

For more on cogni Cognitewe Binseh seesct igont o the 0

57 Jennifer S. Mueller, Shimul Melwani, Jack A. Gonadlbe bias against creativity: Why people
desire but reject creatie ideas Bsychological Sciencganuary 2012
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t hey be s auleadpegple id the notiod-distant future look back on what you are doing
today.

The Innovation Engine

Now that youdve dipped your toes into the war
deeper. This book will provide you a metaphoricahask and snorkel that will enable you to dive in
and see beneath the surface of the various parts of a complete innovation system.

It is impossible to cover every topic in complete depthand that would defeat the purpose of
keeping innovation simpleTo overuse the swimming metaphor, this book is not intended to provide
SCUBA certification, diving to the full depths of each topltatmay come in future publicationsFor
now, if you find yourself interested in a deeper dive, please contact Pi Innovatiah
www.3pointl4innovation.com

The following chapters divide an innovation system into various componeritkis is done for
clarity, not because there are clean breaks betwedhose components. The comporents of an
innovation system are highly interlinke@ne part depends on another, which depends on yet another,
which feeds back into the first.

Dondt get too er———— E— =
complexity diagrammed in Figure C) _ __
11 Embr he chaosThi k - | A -.

| b.ace .t e chaosThis boo =N = & e __
will clarify things, and show you @\ /oo @ | N T
_ ) : . ) )

how the pieces work together. = - =
Thatds what t rdu < Nl _/
making the complex clear. =) =)

Shifting gears a bit (pun e ) i) :
intendeddy oudl | see S R — ,,,., = e
a moment), |letd 1D VAN N . ol —
analogy for an innovatiomsystem.l | 7 ZE L0 L L Tl e e e
call it the Innovation Engine (there i D7l N — ) AL i e g
itislEgears, engine ) ) o) '

Traditionally, innovation has ) ) Gl ) R

been modeled as a funnel.The
Figure 11 Even thisoverviewlnnovation Engine diagram doeshget at the full

wide end represented the manycomplexity. Bit it should helpto conveywhy we don't try to covereverythingall at
ideas that you start with, which,©"c¢

over time, are narrowed down to
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the few ideas thaare actuallyexecuted.This model has been built upon and modified over the years

to address different aspects olfasicallythe sama thingofor, bu
decades.
| 6ve used the model m t

The Innovation Funnel|”""

mo r e lodgkt eabout fit, the more | have a
problem withit.1 t 6 s way t oo | i ; :
conceptualize a system that an organization cai IdeatTAnv *** *** ** X *x
folow. | 6ve seen groups t
defining their processes, and it ended up eithe
confusing people or béng utterly ignored.

The key problem with it is that it is passivEhink
aboutitt A funnel doesndot d
accord. It relies on the outside force of gravity to
pull stuff through it. This is especially ironic for the
innovation funnel, wheh is more often than not
represented horizontally.Have you ever tried to

. . Figure12 The funnel model of innovatin - start with a whole
pour something through a horizontal funnel®tuff | .~ ideas, and whittle them away as time goes on.
either just lays there, inert and motionless, or it
makes a big ol 6 mes Sadlg thatts hlldoo kccurate epresentatmm of masy .
innovation systems in may organizations.

It is far more useful to imagine the innovation system being an engiBemething that you control
and use to drive your organization forwardSomething with a variety of components thaiperate
together to make desirable work happen.
Something that exists in a variety of forms
that can be adapted to the particular
needs of the work they are designed to
do.

Figure 13 offers examples of a variety
of engines, from that on a rubberband
airplane, to a modern rocket engineThe
guestions to you:which type of engine is
the best?

[Cue 0 Fi nal Jeopardybod
while you mull that over]

T

e

¥

L G

Figure13 Engines come in a variety of forms, sizes, and levels of
complexity Ready to tieck your answer?
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The correct answer ist depends.

You may have thought owelelngiBireasd,h u stehde iR ctkheet d
Saturn V rocket design remain the most powerful
to gowitht h aAnsweéring that way would make you a nerd (whicloffer as a high compliment, and
| find to be very endearing)It would also make you wrong.

The reason it is wrong is that the best engine is the one that serves its purpose byest, the rocket
engi ne is incredibly powerful and fast &owdvercan ¢
if your purpose is to provide entertainment to an eighgearold, you will find that the rubber band
airplane engine makes a far better choice.

And that provdes a good illustration of how this book works: start with a universal theme (you
need an innovation engine to drive your organization into the future), then determine how that
fundamental principle can be applied to your specifaarcumstance (design tkat engine against the
capabilities, objectives, and resources of your particular organization).

To generalize what an
The Innovatl'on Engine broken it into three components, all of which
begin with C to make it easy to remember:

Control Creation, @nversion and Control Clever?®

conVersio, Each of thesesystemswill be further
broken down into their components. Again,
this is not because such components exist
Creation independently of one another.Just like the
starter system, fuel system, exhaust system
and cooling system are all interconnected in a
car engine, so are the systems of the
innovation engine. If any individual system
breaks down, the whole engine stops.
Ho we v e much éasied 0 describe and
understand all that is going on when the systes are broken into their parts. And simplicity, as we
know, is about clarity and understanding.

As each part is discussed, youdll see f{THeset t h
links are thereto help you quickly jumpbetween components and subcomponents that arelinked
together. You can choose to jump around from topic to topic, or to read straight througbo whatever
helps your understandingthemst.l| t 6s your book after all

Figure14 The three components of an Innovain Engine.

8 How about that? Another word beginning with C. | can sense how impressed you are.

Go to Table
of Contents




18 THE CORE OF INNOVATION

The Control System

Youodl I not i ce fartsaiththd chnérol systesnd hatsngy seem caunteintuitive if
you are expecting things to start with the crec
control system means that | advocate tap-down command and-control approach to innovaton. |
absolutely dondot.

The reason for starting with the control system is the nature of the components. These components
0 Mission, Citure, Strategy,and Portfolio Managementd offer the guidance required to channel
innovation energy in the right directin. It bears repeating that these sulsomponents do not fall
exclusively wunder ocontrol, 6 but are | fdhexdar i cat
best be understood in their partsbut must be assembled togetheas a wholeto be effectve.

Missionis the whole reason for doing the innovation work in the first place. It is the goal you want
ultimately to achieve. It connects everything else together. If something is not relevant to the mission,

it shoul dnot be done at al |

Simple Missiomool:The Mission Definition Template

Culturei s ot he way we do things around here. ¢ | f
be the operating system. Everything you try to do must fit the organizatioealture, or it will not work
any better than a PlayStation game will work in an Xbox. Culture can be changed, but it is a long, slow,
and difficult process. In the short run, your efforts need to match your culture. In the lang, though,
you can (and sould) adjust your culture to best serve your mission.

Simple Culture Tool€ompeting Values FrameworiChange Management Guide

Strategyis the plan for achieving the mission. Stegy is also an onion that comes in layers. In the
context of this book, we will focus on the innovation strategy specifically, which is one of the pillars of
an overall organizational strategy. Like an architectural pillar supporting an overarching ribe,
innovation strategy must support the overarching organizational strategy, which, in turn, supports the
organizational mission.

Simple Strategy Tool3he SWOT MatrixThe Five ForceslRJS Product LifeCycle Map Attribute
Opportunity Map, Blue Ocean Canvasinnovation Radar Ten Types of InnovationValue Web
Mapping, Innovation Roadmapping TemplateSimple Innovation PlanOpen Innovation Strategy
Matrix.
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Portfolio Managementt s where the strategy talk meets th
are allocated against efforts. Without effective portfolio management, confusion and eggtension
will rule.

Simple Portfolio ToolStrategic Buckets MaRisk/Reward MapProject Type MapTime Horizon
Map, Urgency Assessment MafProject Scorecards

The Creation System

Next, the Geation system will discuss customer understanding, the mental game of innovation,
and idea generation andrefinement

Customer understandingneans deeply empathizing with the real needs of those you are trying
to serve, and using those needs to guide your innovation effort. Itass s o known as 0V
Cust omer 6 i n i dalthoughathainanre isa hotty ddbatexl topic. Delivering something
people really need is not up for debate. What is hotly debated is the way in which those needs are
identified. There is violent agreement, though, that the one wagt to identify a customer need is to
merely ak the customer and expect a reliable answer.

Nonprofits have a unique customer challenge. They need to be aware that if they want their
innovations to be successful, they have two very separate and distinct customers to con8itterse
that receive formtheir services, and those that give to their services. Both must be recognized and
treated as customers.

Simple Customer Understanding TooBesign Thinking ApproachProblem Defintion Process
Simple Customer SurveWwffinity Sorting House of Quality

The mind of the innovato® now that might be a scaryopic. If, however, you are going to engage
in innovation, you have to recognize that innovation is primarily a mental game. To play it well, you
need to know how the mind works when it comes to innovating. You need to know what helps people
to innovate, and what gets in their way. You need to know what conditions create a fertile field for
innovation and what conditions are toxic to innovative growth.

Simple Innovative Mind Tool&he Dirty Dozen Cognitive BiaseS§ix Thinking HatsInnovator
Mental Model The Mindfulness DrugConditions for Flow
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Idea generation and refinemenis where the solution process begins. Ideas are the seeds planted
in innovative fields. Randomly throwing miscellaneous seeds on the ground is far less effective than
planned, controlled, and targeted plantingofhiglyual i ty seeds. ThoabtsGtss as
for modern farming. The old brainstorming rout.i
(yet still simple!) techniques, proven to be more fertile.

Simple Ideation ToolBrainwriting HIT, SCAMPERTRIZ Value Proposition TemplateSimple
Concept Worksheet

The Conversiony&tem
Finally, the @nversionsystem will consist of eams, Project Management, and Metrics.

Innovation teamsare a requirement for organizations looking to innovate. The lone inventor who
experiences the brilliant epiphany one morning in the bathtub is myth. Crossfunctional,
collaborative, and diverse innovation teams are the effective reality.

Simple Team ToolsEive Levels of Teamworklrhree Teamwork RoleOctopi Model, CLEAR
Communication RAPID Decisiommaking Transformational Leadership ModeConflict Management
Tool.

Project managementor innovation is different than managing construction projects. The degree
of uncertainty is several orders of magnitude higher. The flexibility and adaptability required are several
orders of magnitude higher. And he necessity of managing the project as a part of a complex
collection of interrelated projects is several orders of magnitude higher. It takes constant focus on the
holistic mission and strategy to do it well.

Simple Project Management ToolStage Gate vs. Lean/Agile Overvigvbimple Project Charter
Delphi ForecastingSimple PreMortem, Oobeya Room Simple MeetingsAfter Action Review

Metricsare important because what you measure is what you will affect. Metrics are the measures
used to guide projects and ppgrams while they are in progress, and the measures used after the fact
to determine if those projects and programs were successful. Metrics should always be used in
combinations, often with conflicts between them, to ensure that the overall performarsceptimized.
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Non-profits need to follow similar metrics to feprofit organizations, but with an added twist given
their differences.

Simple Metrics Tool®otential Metrics LisDastoard Development GuidelineNonprofit
Considerations

Keeping Innovation Simple

Ah, the KISS principle.

Kelly Johnson, thereator of andlead engineer at theLockheed Skunk Worklsack in the days of
developing the U2 and SR71 Blackbird spy planes, developed the KISS principle (an acronym for
oOKeep 13t uSpiihighde)e. a me a popul ar way of expshlettesi ng
than ocokKeépxl B Simple Stupiddéd el ogqguently and h
development philosophy.

Then somebody decided that Penwer dt 0st beic o d
unacceptable for anyone to be offended anywhere at any tifiésensitive folks looked for new words
to fill the same acronym just as memorably. s u pkeoesE I0t Si mpboth faile6to mp | e
resolve the personal offese issueand was redundang! so further efforts were requiredPolite variants
of o0Keep It Simple, S-yebdoyd Woedawse |l U gidng st md va

the more forceful 8yearold word 6 st upi do) , oKeep It Si mpl e, S
Straightforward, 6 anfhawe Hidbeeptriddt Si mpl e, Solipsis
It oyed around with ideas for a secondlvrfaris t o
fail to capture the wit and wisdom of thed dare | say it?0 simple and straightforward originall
eventually gave up, and just deleted the | ast

may not be as pretty, but the principle is justs valid. Keep it simple.
And i n this case,Ordarzations shbud kéesthed innovatmv edfdrts simple. 6
Yetwe overcomplicate things all the timd. t 0 Ruba &oldberdhimself were designing not only
the products we offer, but also the work systems we use to create them.the name of
communication, we have too many reports and too many meetings with too little clarity and too many

59 The spectacular success of thimsert Subject Here] for Dummidé®oks indicates that not
everyore is offended by a jab at readers.

€] sure hope that statement doesndt offend anyo
®1 And repetitive.

62 | made that last one up. No one reallyays that. Even if you are an advocate of egocentric
epistemology, the reference is purely coincidental and should not be taken as directed at you.
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PowerPoint slide& In the name of maximizing return on investment, we pursue so many potentially
val uabl e projects t hat Inthenameaohdedisioainaking weywagsieftimd, h e m
money, and energy collecting and analym nonactionable data on spreadsheets with more formulas
than Dr. Jekyl |l ds | aboratory.

Yet even feeling the frustration of any or all of those things, you may find yourself resisting change.
Change is hard. We have a natural preference for the status quée have a natural preference for
information that agrees with what we already think. We have a natural preference to resist information
contrary to our preconceived notions. So if you think complex issues require complicated solutions,
you might dismiss tis simplicity message out of hand.

If you are such a simplicity denier, | will simply ask that you keep an open mind as you read.

Why Simple?

The human brain is an amazing thing. It can think about mixing the chicken noodle soup while
feeling worry about asick child and wondering where the thermometer is to see if that same child has
a fever. And while prioritizing the fourteen things that need to be done at work by the end of the day
tomorrow. And while humming the latest catchy tune said child plays repedly on their iPod so loud
you can hear it in the next room. And while considering whether to schedule a hearing test for them.

And on, and on.

Amazing as it is, though, it is not an aknowing, altpowerful computer. It is limited and fallible. It
hasonly so much capacity. It can do only so many tasks. When we egemplicate things, we waste
valuable mental resources. Making the effort to find the simpler way can free up those resources to
do more valuable things.

C. S. Lewis captures this wellWfoyage of the Dawn TreaderOn& day the cat got into the dairy
and twenty[men] were at work moving all the milk out; no one thought of moving the cét.

Meeting complexity with complexity breeds more complexity. That means more work than
necessary. That mee wasted effort. That means lower returi@sor even negative returns. Finding
ways to simplify enables us to do more, and achieve more.

As Bill Jensen, author @implicity put s i ©the adt 8fimakmd theccontplgx clead can
giveusthepowe t o get stuff done. Power to work smart
the untapped energy, innovation, creati&ity, an

63 And no, using Prezi instead of PowerPoint to make cooler visual transitiortsveen mini data
dumps is no better.

64 Bill JensenSimplicity: Working Smarter in a World of Infinite Choj@&ssic Boks, 2001.
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That definition is important. Simplci ty i s the oart of maki ng ¢t}
complex clear, you need to do two thingd avoid over complicating the system, and communicate in
a way that your organization understands.

When confronted with complexity, we tend to respond wittomplicated solutions. If the problem
has ten moving parts, the solution must have eleven. We move the hundreds of milk pails instead of
the one cat. The trouble is that the more moving parts, the more likely failure becomes. The more
resources are wastedThe more coordination between parts that is necessary. The more likely
breakdown is to occur. The more likely customer disappointment, disillusionment, dissatisfaction,
di spl easure, discontent, di senc hiagwybunoegtomerswith st r e
unnecessary complications.

Once you have a system defined, make it easy to understand. Speak with a common language for
the whole organization. If you need to teach a new vocabulary, make sure to teach it befibretrying
to implement anyhing new.

| magine a doctor who tells you that oOoyour eme
acetylsalicylic acid buffered with calcium carbonate, followed by eight hours of left and/or right ventral
decubitus with somniation, then electronitansmission of post her apeut i ¢ modal i ty
something |ike that, you might barely have the
A better communicator tells you exactly the s
your cookiesh ecause of a hangover; go take two aspiri
clarity can be? Making the complex clear is what simple is all about.

Simple is not about | azy. Il tds not about easy

complex solutions to complicated problems. You may find this hard to believe, but making something
simple is hard work. Maybe even harder work than making things complicated. But simplicity can
outperform complexity, even in matters as complicated as econeimc forecastingg>

“Kesten C. Gr een a rSinpld\Versi® Canplex Féecastny: The Evidenéed

Social Science Research NetworkMar ch 1, 20 15 Ourrefiewofrstudiee e ab st r a«
compa i ng si mpl e an dfounedadnpomearsons m B2hpaparsNéne of the papers

provide a balance of evidence that complexity improves forecast accuracy. Complexity increases
forecast error by 27 percent on average in the 25 papessth quantitative

comparisons.Nevertheless, complexity remains popular among easchers, forecasters, and clients.

Some evidence suggests that the popularity of complexity may be due to incentives: (1) researchers

are rewarded for publishing in highly ranked journals, which favor complexity; (2) forecasters can use
complex methods toprovide forecasts that support decisiema k er s® pl ans; and (3
clients may be reassured by incomprehensibili§lients who prefer accuracy should accept forecasts

only from simple evidenebased procedured
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No, osi mpled does not mean Oeasy. 0 Seeking si
|l nnovation is a complex process in a chaoty c wo
aligns and coordinates resources to maximize the return from their efforts. Athétt makes the
innovation engine hum.

0Si mpl ed i $°oftthe @nowatior Isoat.aThenrowers still have to row their arms off to
make the boat go, but the boat goes in the right direction and a whole lot faster than when every
rower just rows blindly on their own.

Innovation is a complex process in a complex world. Bringing simplicity to it is hard work. So why
pursue simple if compliated is easier?

|l nnovation involves |l earning. Eearning is don

Innovation involves coordinated decisions and actions of diverse people. Such coordination is best
done when the guidelines areisple &

Innovation involves prudent investment, and the best investors follow simple rules. As investment

guru John Bogle has said, OWhen there are %ul ti
Keep in mind that we are talking about simpli@ not simplistic.You do need to be careful not to
cross the fine line between them. bel i eve strongly in the parapt

simple as possi BRAsdesighgenius Pam Nornsan pus i6efth.eé mar k of t
designer is the ability to provide what people need without excessive complexity, without feature bloat.
[ But] simplicity [ al oBenple suhnotsimgliistimever be the go

® Note: coxswai® i s not a dirty word.

”Jacob F @He®imglicity Pridcipl i n Human Co nCoureept Diredtienainni ng, 6
Psychological SciencBecember 2003.

®Davi d J. MSlthanteloge sense makg: a new simplicity in decision makindaformatics
in Primary Care February 2005.

6 John C. BogleThe Little Book of Common Sense Investing: The Only Way to Guarantee Your Fair
Share of Stock Market Return®hn Wiley andSons, 2007Fortune Magazinenamed himone of the

four investment"Giants of the 20th Century along with Warren Buffet, Peter Lynch and George

Soros So he might know what heos talking about.

0 Apparently, what Einsteinactdaly s ai d was o0lt can scarcely be ¢
theory is to make the irreducible basic elements as simple and as few as possible without having to
surrender the adequate representation@& si ngl e dat u @thesstthenegparpheased e nc e .
that into the more eloquent, and ironically simple, quote used in the text.

“EFrom Don Nor mawhpis37dighatsgo apanadté fshedon his website, jnd.orgl
added the Obutdé and oaloned to better capture t
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Simple is empoweringSimplistic is debilitatingSimple is taking into account the myriad of
complexities in the world and coming away with a cohesive understanding of how it all wargsther.

Simplistic is focusing on one snigdiece of it all and thinkingthe 8 s a | Simglehiseseeeng thes .
whol e ani mal andigmpyiisg icceliesplsaereti.n just the t:
a f &ce. o

| f you di prefatd/answersaalyour questions well, shame on you. | wrote that just for
you.

For those of you who did read it, thank you. The fact that you continued to read after that is either
a testamant to the value of the material in this book, or a testament to your ability to endure suffering.

In either case, bear with me for a moment while | fill those other folks in.

For those that didndét read it i nevenafterdicovereig p |l
my hurt feelings, I 61 1 f i | Stanfordbpuofessor Kavhleen &isephardtt o
and MIT Sloan professor Donald Silhve done research on managing complexity. They g4yy Ho w
can people manage the complexity of the modern worldur answer, grounded in research and real
world results, is that simple rules tame compl e

So there you go.

Here are their rules for making things simple in a complexrld:

1) Identify bottlenecks that are both specific and strategi¢/hen opportunities exceed the
resources available for investment, you have a bottlenegkoid feel good resolutions to such
bottlenecksl i keeognize and reward goodinnovation practices.6 Instead, be specificlike
dnnovation projects shouldeverageexistingtechnology platforms when possible 6

2) Let data trump opinion.Recognize thatnobody has enoughtime, money, talent, or brain
capacity to do everything they want to doChoosing béween opportunities is hard® and can
be emotional.But you mustfocus Prioritizeonly a couple of keyareas wheresimplicitywill
have the greatest impactLet data determine what those areas needtolin ot s ome b o d:
pet project preference.

21f you are unfamiliar with the parable of the Blind Men and the Elephant, check out the sheme.
BYou can always go bachkermand read it nowéjust cl

4 KathleenEisenhardtand DonaldSul| Simple Rules: How to Thrive in a Complex WoiHdughton
Mifflin Harcourt, 2015. ForthR e a d e r O(actudlyHgreas] Business Revigwondensed version,
check outhttps://hbr.org/2012/09/simplerules for-a-complex world.

®“For a graphic representation of Tguah€hoicddo w elcd i a1

Go to Table
of Contents


http://www.allaboutphilosophy.org/blind-men-and-the-elephant.htm
https://hbr.org/2012/09/simple-rules-for-a-complex-world

26 THE CORE OF INNOVATION

3) Users make the rulesCommandand control rules for simplifying are a big mistakéhe people
who will ectually have to usehe rules arebetter at creating them than executives directing
from a distance will be. The people close the action can testand adjustthe rulesbased on
actual experience, rather than on even the most waltentioned assumptions from above

4) The rules should be concreteSimplicity avoids abstractions and buzzwords. Simplicity is easy
for the people who  the work to understand Eisenhardt and Subffer the example of the
intense statistical analyses done by the Oa
Moneyball The results of these regressions were presented as simple, easitierstood rules,
sch as o0dondt dr afartdnbplagens wighpiolems thapthealybear nsété f i

Note that being concrete is different than being precise. Avoid requiring things taapear
to be simple butare actually analytically complefiike insistig that a project have a positive
net present value)That might sound crazy. How can you make decisions without knowing if
something is going to be of value? The thing here is that complicated analyses will always use
assumptions as inputs. Those assunguts will always be wrong. Some more wrong than
others. The precise output of a complex analysis may feel good, but it will still be wrong. Better
to be approximately right using simplicity than precisely wrong using complexity.

| experienced this first had working with an organization that lackeccomfort with
ambiguity.”® While evaluating a project, we offered some rough estimates of future sales, based
on comparisons to similar product launches. | was then asked whatrreketing expenditures
would be in years two and three to justify the forecasts. Now, this company had just gone
through a mid-year budget adjustment, which changed all the planned expenditures for that
very year. I t wa=soudd adjetueatrof thathyear. et thesyy tdemanidedt!
precision on what was going to be spent three years down the road. That is what | mean by
wasted effort in the name of precision.

5) The rules should evolveSimplicity adapts to a changing world. The simple guidelineattivork
today may not work tomorrow. Check on your approach to simplicity every now and then, and
update that approach as necessarearn from your successes and failuf€ggrow and adapt.

No simplerulesi not eventhe good onedi last forever.

8 A very large, buraucratic, commandand-control style company that shall remain nameless so
that | dondét get beaten if | run into any of th
akeyelementoRn i nnovat.ords mindset

" For more on how to learn from your innovation efforts, go to theAfter Action Revied s ect i on .
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So those are the simple rules | used to write this book. Innovation efforts are a strategic bottleneck
for many organi zations. My guess is that you wo
You are not alone.

lleer age as much data as | could find in offeri
picked up on it yet, there are a lot ofootnotes. When t hey arendt “Biheylager i ou.
references to soliddata-based research done by brilliant people. Click the hyperlinks to delve into
them, if you dare.

Keep in mind that | am a user. No, thatds not
step program meeting. | am a practitioner of these innotran principles, and have been doing this
for longer than | can believe. | have the gray hairs to prove it.

As much as possible, | try to offer concrete suggestions, with simple tools that you can actually
use. Today. Il 6m al way sesahook oryseed spedker at a donfarema@ dnd & b L
think oHey, that was greatébut now what?! 2?26 In

As for evolution, the brilliant people mentioned above continue to conduct and publish their
research, and | continue to reh and digest it. | intend for this book to evolV@ as the body of
innovation knowledge expands.

7

oBest Practiceso6 and ol nnovationé

In here, you will find a collection of the evideneleased practices to drive innovation ef€tively in
any organization.Yes, any.

How can | make such a claim&fter all, the pharmaceutical industry is a bit different than a local
laundromat, which is a bit different than a nonprofit serving the homele3sh ey candét al |
same way, carthey?

Of course not.

But t hat doesndt rbased practices preséntec hereainde nago pl y t
situation When | talk about such practices, | am talking about general principles that transcend
industries, objectives, regulatory environmes, and operational models.

Notice that | am avoiding the tern® or clichédo b e st  p ram dding o €msciously.

8 |ike this one.

" While planning for fiture editions before the first one has even been published may seem a bit
cocky, the real intent is to keep updates current through blog posts, newsletters, and website
updates. And through the miracle of the internet, that is all possible at
www.3pointl4innovation.com
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Robert Camp of the American Society for Qual.ii:t
method, process, or activity thais more effective at delivering a particular outcome than any other
technique, met hod, pr oces s¥Is itoreally pasdibie vparticylarlywiith h i n
regards to the creative practice of innovationp know what practice is more effective than any other?

Such a claim would be dubious at best.

| &m g oi ntgo tooe vitdseenkic ep rTheset are anetBodsotechniques, processes, etc.
that have solid research demonstrating their effectiveness wheradmes to innovating.These will
serve as solid, adaptable principles that you can apply in your work, no matter what you do.

| will fully admit to you that there might be organizations out there somewhere who have identified

better practices than thosentat | &1 | be sharing. So why dondt |
the world? Because | canot identify them. And n
Without the rigor of objective analysi s, wh at
knownastruyo best . 6 Even if they had spectacul ar succ

that the success came spite ofthe practice, rather tharbecause oft. 1 t 6 s possi bl e t he
works because it fit a particular set of circumstancg@giming, talent, market emergence, customer
trend, weather patterns, sunspodt hat dondt apply to anyone el se,

Look, just because someone wins a $500ilionrd ol | ar | ottery doesndt m
tickets is a best practice incomstrategy. The same is true for innovation practices. Just because
someone, somewhere, c¢claims success with a pract

If you are a business daredevil thirsting to try the next new thing and see if it works, tBed bless
you. You could create the next practice that is someday proven to be superior to the evidebased
practices found here. That is how these things
it!

Innovation is not, however, to be doneiia vacuum. Innovation is not about returning to the Stone
Age to see if you can come up with something better than the wheel. Innovation is built on the
foundations laid by those who have gone before. Sure, you may overturn what the earlier evidence
suggest ed was true, | i ke Einstein overturning New
so without thoroughly understanding the current state of the science first.

Grounding yourself in evidencéased practices will help you, whether you are a nos looking to
do things better, or an expert looking for the next advance in the art and science of innovation.

80 camp, Robert C. (1988enchmarking: The search for industry best practices i to superior
performance Milwaukee, WI: ASQ Quality Press.
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| 6ve heard some people object that i f you try
work, then you c.adAsSethGotirehassupposediyputitit2o §he only t hing e
people have in common is that theydre s wessfulesstf

strategiesd of others. o

Actually, another thing all succesdfpeople have in common is that they breathd. don 6t S
anyone recommending that you dondt waste ti me b

The thing is,evidencebased practicesare not about imitating, copying, mimicking, replicating, or
impersonating.You can do your own thing,in your own way, while still following proven success
principles.

Or, think of it this way.There are many ways to succeed, but far more ways to féihy not save
yourself some unnecessary failure time and | ear

A word of warnirg, though, about learning from the experience of otherduch of what you see
in the business section of your local book stodédf you bother goingto a brick-and-mortar bookstore
anymore 0 essentially boils down to case studiddow many times have youeen articles or books
that coul d be i nter chaGopgehdApplef ToyotatAmazdn/Tad/ Dismeyh at i ¢
Siemens/ Facebook Samsung/ 3M/ IDEO/ P&G/ GE/ NASA/ Georg&ashington Carver/ Joy
Mangano/ Ron PopeiWa y& 6

To be sure, we all can learn something from these stori@ut consider this statement of the
obvious: unl ess you work for one of those or
organizations.Seriously, consider that.

Doing things their wayworks forthem.T hat doesnd6t eaxacHynthe same wagyol | wo
you £ They have their own cultures, markets, supply chains, capabilities, resources, etc., none of which
belong to you. Such case studies serve onlgne valuable purpose: stimulating thought about

81This isa quote attributed to Seth Godin in about a thousand lisbf quotes on the internet. | could

not find an original source for thisthough. $me people evenattributed it to the Bhagavad Gita

but since my Sanskrit is a little shakly, d itrydtefind out if that was more accurate than the
attributiontoMr. Godin. & t he way, |l Om actually a fan of Set
out of context and twisted to mean something it

82 Maybe | should have called this bodknovation the Pi Way Or maybeMy Way or the Pi Way
Hnmmmmé

83 Floortje BlindenbackDr i essen and J #&novaliom ManBogement Pradtices 0
Compared: The Example of Proje@ased Firms Journal of Product Innovation Management
September 2010. Straight from the abstract: 0T
managementlier at ure i s that ©O6bestd practices for 1inn
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fundamental principlesNo matter how great their success, no matter how compelling the story, the
only way you get any value out of reading about their work is to figure out how the underlying
principles oftheir success might, or just as importantly, might nefpply to your organization.

Thereds another major problem with | earning f
me il lustrate that problem wit h batcompetittvengndough. | © 1
that | wanted to learn how to be faster than my competition. | set out to learn from the great runners
of history.

With speed as my goal, | looked first at the fastest men alive. Everyone from Jesse Owens to Carl
Lewis to Usain Bolt. noticed from pictures and movies that there was something all of them did. |
went all the way back through every Olympic 100m final, and saw that all of them did the same thing
0 even Thomas Burke in 1896!

| felt like | was onto something. | looked atite womendés 100m race histor)
from Anni Holdmann in 1928 to Wilma Rudolph to Evelyn Ashford to Florence Griffith Joyner all did
the same thing that the male winners did. Digging even deeper, | found that they all did it, not only in
races, but in their training routines as well.

I f you are a runner, you might be dying to fi
write a 0Secret of Runen eSpoesa dozelmdeo &Butti dldd | f ari
previewofwhat | found here. Every single one of the:
photos and videos prove it. That thing i sé

They all wore shoes.

Okay, so right now you may be thinking to you
idot. Maybe both. Of course they all wore shoes
tell this silly little story to illustrate a pc¢c
enough to look at what all of the winners @ the same. You have to look at what differentiates the
winners from the alserans.

Yet we make the winnersvear-shoes mistake all the time. | believe that this is the kind of thing
that the earlier Seth Godin quote is railing against. Books, articles, amfdgraphics abound,
proclaiming to know the secret habits of the wealthy, the successful, the athletic, the productive, the
intelligent, the talented. Precious few of thos
the practices and behawrs of the not so-muches.

The evidencebased practices cited in this book are supported by research that makes that
differentiation. These practices separate the most successful innovators from the unicorn and pet rock
peddlers of the world.
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Theory and Appication

So as mentioned earlier, my goal in writing this is to give you eviderzased practices that are
general principlesThe key is to understand these principles, and then to apply those principles to
your specific situation.

How do you do that? Wdl , without knowing your specifics
analogy will help.

Think of it this waylf you want to stay healthyan evidencebased practice igo eat a nutritious
diet and to get sufficient exercisé hat is a fundamental principl However, that does not mean that
every single person needs to eat the same specific meals every ttayoes not mean that everyone
must follow exactly the same exercise training pl&veryone will have their own individual preferences
for how to eat and exercise.

| recently found out that there are actually people in the world who enjoy eating Brussels sprouts.
Seriouslyl always tlought that the only good use for Brussels sprouts was as compact and easily
throwable ammunition in a food fightAftermy f i r st ever bite of one, |
possibly be intended for human consumption.

Thus, | will need to apply my specific culinary taste in a defg way than members of thérussels
Sprout Appreciation Societ§

Exactly the same is true of innovation as a practi@dl the new technologies out there, all the

acceleration of changeand all the globalizatan i n t he wor | ddfsee anénoovabomi e s ,
to-be from the fundamental principles dgcribed in this bookSo read them, absorb them, and apply
them. Youdl |l be glad that you did.

84 Yes, there really is such a thirap Facebooklc oul dndt believe it either
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Simple SeHAssessment Mission

Rate yourself on the following questions. To benchmark yourself against
others,complete the online survey here

1 Do you have a mission for your organization?
Of course! Why else
What ds a mission?!? would we come to work?
| 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 I | 10

1 Is yourmission clearly understood by everyone in the organization?
Does anyone undestand it? Everybody can recite it by heart.
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Do the actions of the people in your organization reflect the mission?

Forget that mission stuff They go together like
and do as | say. peanut butter and jelly.
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | o | 10

1 Areyou clear about what BHAG your organization wants to achieve?
I dm telling mom you said 0BHAG! 6 Audacity is our middle name.
[ 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 | o | 10

1 How unique is your mission statement to you?

We got ours at It identifies us better
MissionsR Us than afingerprint.
1 [ 2 | 3 | 4 | 5 | 6 | 7 8 9 10

1 Can you state your mission concisely?

ltds only a little longer ltds as short
than this book. as the Lollipop Guild.
[ [2 |3 |4 |5 [e [7 [8 [o J1o |
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Simple Summary Mission

Key takeaways you should get out ofhis section:

1 A strong mission contributes to improved innovation for both nonprofits and fgrofit
companies. It will also contribute to overall organizational performance.

1 To be effective, a mission needs to help direct the behaviors of the peopl¢hia
organizationd the decisions and actions they take to execute on those decisions.

1 To impact behaviors, the mission must be clearly communicated to all parts of the
organi zation. Since oOactions speak | oy
attention to living according to the mission, and to ensuring everyone else does as w«

1 The organizational structure, systems, and processes should be aligned to the missig
enabling rather than hindering its achievement.

1 Your organizational mission shouldebable to clearly communicate:

V What it is you want to achieve;
V Within what constraints you want to achieve it;
V  Why you want to achieve it (and why others should, too).

1 A strong statement of mission will guide strategic development, align resources, and
attract people who share the values of the organization.

1 When first developing a statement of mission (or revising an existing statement), invg
as many stakeholders as possible. The degree of participation may vary, but involvir
everyone will help to engre support for the mission, and inspire action to achieve it.

1 If you are going to create a mission, do it right. Creating the kind of pseudassion
statement that is viewed with cynicism rather than commitment is not only a waste of
time and money, but @n actually have adverse impact on the performance of the
organization.
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To the Moon
On September 12, 1962JSPresident John Fitzgerald Kennedpokeat a podium before a large
crowd gathered at Rice Universitiaying out a mission for the country:

OWe choose t o Weahobse to gjoltoethe mooa in this decade and do
the other things, not because they are easy, but because they are hard, because that
goal will serve to organize and measure the best of our energies and skills, because
that challenge is one that we are willing to accept, one we are unwilling to
postponeéd

And, as you may have heargheople went to the moon and back with 160 or so days left in 1969.

The speech JFK gave that day became famdasgalvanizing the nation with a clear competitive
purpose, inspiring millions to support a project that would require a coordinated effort of scientists,
inventors, manufacturers, designers, doctors, managers, adventurers, pilots, engineers, politenghs
others, the likes of whichthe world had never seerbefore.

A big part of the success of that project had to do with the fewer than 100 words quoted above.
Granted, in the previous yeaKennedy had proposed to the US&Cngr ess t hat @&t hi s
commit itself to achieving the goal, before this decade is out, of landing a man on the moon and
returning him safely to the Earhetwbrdségpoken anthatthhat st
Houston afternoon served as theaspirationalcommunicaton of what, when, and why:

What to achieve: Go to the moon;

Within what constraints:  In this decade;

Why it should be achieved:Because it would be an amazing achievement with benefits
to all humankind.

It serveshere as a model for stating a missior©ne you should follow.

Effective Mission Statements

Let me come right out and say 1t: I hate oOomis
are meticulously crafted papers more worthy of fireplace kindling than of inspirational reading. | hate
them because most of them are completely ignored by anyone who needs to be motivated by them.

85 Note to any moon hoax conspiracy theorists outtherd:on 6t express your doubkb
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| hate them because most of them are simply bullsffitPlease excuse the language, but saying that
most of 't hem aarleo ndenyo,nés eonrs eo, dor iovbel 6 i's just not
what they are.

You know the type: the framed
corporate mission statements that
hang in beige conference rooms
featuring photos of soaring eagles
or daring rock climbers summiting
a scenic mountain peak. The
words, if anyone ever bothers to
read them, are either meaningless
malarkey, uninspiring bloviation, or
over-written sleep inducers. Such

MISSION STATEMENTS mission statements inspire more

Better to leave the office walls bare and have people think the leadership lacks CyniCism than commitment. Such
purpose and direction, than to cover them with bullshit and remove all doubt. mission statements hurt mor¢han

they help.

If all you want to do is create some useless office wall covering, go to an onliigsion Statement
Generatorand have it do it for youand tidtsd sf rrecet, oe natkier
it does have comedic value.

Look, if you candot say it simply and sincerel
directionless than to have everyone doubt the direction. In the former case, people mayalty ask,
OWhere are we going?6 I n the | atter <case, t hey

answer, anyway.
If you are going to put the effort into creating a mission statement that will align and inspire, then
you should probably make swg that you do it right. What | am advocating is a clearly communicated
purpose for what the organization aims to do. Best is something that inspires people to supportive
action. At the very least, it should be something on which people can focus when isarese. In the
face of conflict or uncertainty, every discuss
help us achieve our mission?o
Someone who was pretty effective at achieving his mission was Mohandes K. Gandhi. He
eloquently capturedtheneed f or a single OAttitude, éd6 a uni fi

8 Check outtheb r i | | i ©nBullskits skayy Bri nceton University phi
Frankfurt for a full exploration of what it 1is
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oOWhen the Attitude ceases to be one and undivic
one settled will, and is broken up into various wills of desires between wHimbople are] tossed
abo#tfopeople in the organization are feeling
agreement on, and alignment to a common mission.

Mission statements must be lived by people dfé¢ organizationd most especially by the leadership.

They must be used as the lighthouse that guides organizational decisions and activities safely into
port. Anything that is posted on the walls but is not lived by the doers of deeds is a waste.

| have dready discussed at length that the practices mentioned in this book have evidence behind
them. So what is the evidence behind mission statements? Are they really necessary for improving
i nnovation outcomes? Would | esk!t?hde question i

I n nonprofit organi zations, a focused state
demonstrated to drive innovation and overall organizational performance by keeping innovation
efforts clearly and strategically targeted at a particular purpd8e.

In for-profit businesses, having a strong innovation mission is one of the differentiating factors
between innovative firms and the neso-muches. Serving a clear mission not only makes
organizations generally more innative, but also helps to drive the success of individual new product
launches®

As previously and unequivocally mentioned earlier, we all know that there are some mission
statements that have a lesthan-positive impact o their organizationsAvoi d t hem | i ke
an annoying closetalker with halitosis. Mission statements need to influence the people within the
organization if they are to do any good. Thahfluence needs to supportommitmentand alignment2

The mission needs to be something that people can live, and not just reAd Ralph Waldo
Emerson so eloquently put it, "Your actions speak so loudly, | cannot hvelaat you are saying.Even
an eloquent and wellcommunicated expression of mission will fall flat the organizationd and
particularly the leadersinidd o e s n 6t adtoriadallybagis. | i v e

87 Mohandes K. GandhiThe Bhagavad Gita According to Ganghianslated by Mahadev Desai,
Wilder Publications, Inc., 2011. | modified it for gender neutrality and applicability to the mission
discussion.

8Robert E. MnDeestigation of Indovation in Nonprofit Organizations: The Role of
Organizational Mission Monprofit and Voluntary Sector Quartetlyune 2007

8Chris Bart a ildePafermanseimp&ctof Gontént anddProcess in Product
Innovation Charters 6 Jour nal of Product | nO@f7ovati on Manage

% Christopher K. Bart, Nick Bontiand Simon Taggar, A model of the impact of mission statements
on firm performance, Management Decisior2001.
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Need an example of failing to live the words? See du/can guess the company that included
0 Re s p e ¢ vy, Commuonicatignrand Excellenée its mission statemeniThat company was Enron.
Need | say more?
Back to what the research say$here is general agreemeftthat an effective mission statement
provides important benefits to an organization:
T Hel ping to keep all stakeholders informed an
1 Servingas a guide for strategic planning;
1 Providinga foundation for decisioamakingand resource allocation.

If you communicate your mission well, you will draw the right people to y@uemployees,
volunteers, customers, donors, partners, supplieasd supporters.They will serve as references, living
testimonials to your causeYou willmove forward more easily because everyone is pushing or pulling
in the same direction.

Consider the words of Dee Hock, founder and former CEO of the Visa credit card association:

ol believe that purpose and prinand pl e, cl
commonly shared, are the genetic code of any healthy organizatidio. the degree that
you hold purpose and principles in common among you, you can dispense with
command and control2 People will know how to behave iaccordance with them, and

theydl!l do it i n t hous anThsorgarfizatiomwillivecamen ab | e,
a vital, living set of beliefs. o
As we shall see in thehapteronculture®i t i s | mpor twdrnth tco mihinsdp emsie

when it comes to innovationCommand and control does not work well for a mission. To be most
effective, the mission must be motivational. Inspirational. Aspirational. And it needs to be developed

%1Consider, forexamplel. i nda St al | WheMisdion Statdmenit. A @osppratéReporting
Tool with a Past, Present, and Futyrdournal of Business Comumnication April 2008, orDarwin L.
King, Carl J. Cas e CurentddissiiraStateinemteEmphasis: BE Etlécal and Ga
Glabal, Academy of Strategic Management Journaiiy 2010

92 o@bmmand and controbstylei s j ust an ot hua bureauargticattyfoy peaplg who g 6
dondt spend timéddeSGhakgsweahealms&shol ar Franci

$1'f you just candt whadrd , the chapter on culture
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in a transparent, participativ@rocess with the people in the organizatiotf. Otherwise, it is likely to
end up just another wad of paper in the round file bin.
So what is your mission? you want to communicate it, you have to know it.hope that yougot
into your business, whether for profit or nonprofit, for a reasohi.not, | hope you can come up with
a rea®n for staying in your busines8 besides just paying off some bills.
Once you have thateason firmlyinmindi t 6s ti me to state it. Simpl

A Mission Statement How To

Thousands of ways to create an effective mission statement are out theegsonally, | recommend
keeping the processd surprise!d simple.Rememberthat, as alwaysp si mpl ed6 does not
me a n OTw dcsitywelldequres some good, hardthought work.

Here are three questions to help guide you in defining your mission:

1. What is it that you want to achieve?

What cause do you serve, or what impact do you want to have in the worléfhat do you
do?For whom do you do itAVhat do those people want or need®ocus on satisfying customer
needs, not on a product or service you want to provid&tudies show that mission statements
focused on satisfying the needs of the customer drive both innovation and overall
performance2 How can you do that better than anyone else? What unique contribution can

you make?
Jim Collins, in his boottoodtoGreat r ef erred to this as the B
insulting street slang to scream attheguwyho cuts you off in traff

Hairy, Audacious Goal .6 The kind of goal t h
Putting a human foot on the moon. Eradicating small pox. Seeing The Chicago Cubs win the
World Series. Your rssion should be to achieve such a BHAG.
2. Within what constraints will you operate?
Who are you?What are your strengths®hat can you do better than anyone else®hat
do you aspire to be able to do?Be realistic while also stretching yourseKennedy first
proposed the moon mission before the US had even put a man in orbit around the earth, so

“Chris Bart a NMMde P&fermansedimp&ctuof Gontent anddProcess in Product
Innovation Charters #ournal of Product Innovation Managemerdanuary 2007.

S Chr i slnMatioh, mission statements and learninddternational Journal of Technology
Management 2004.
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getting to the moon and back in juseight years was a big stretch. However, it washievable
with the resource commitment put behind itSeek the balance between tms and aspiration,
and between nearterm and long-term.
3. Why should anyone want to help achieve what you want to achieve?
What value will you create and for whomPhink about their WIIFMO wh at 6 s i n it
What will people got out of what you wantd do? Avoid making it all about revenues,
profitability, or returnoninvestmenfT hi nk about how the mission c
Money count s, d o ntd tj ugseusuatymepisevodthar lgng haul Meaning
and purpose do that.
Ultimately, you want this to be
S|mP|e Mission Deﬁn[ﬁon inspirational, but you caralways do
the wordsmithing later. First, just get
What BHAG do you your thoughts down about those
kS cecm e three questionsCheck in with others
throughout the organization.Once

What are your youodve got S ome SO
constraints?

consensus, ten you can go about
the hard work of making it pithy.

Why should anyone
want to help Your mission should feegood

accomplish that goal?

when you read it and say itYes feel

Even in the business world, people
are emotional creatures. We are
motivated by emotion, and make

State Your Mission

Figurel5 It may not be as easy as an online mission statement generator, bt €ven our most reasoned and raticail
far less full of cow patties. decisions with an emotional
component.

Your missionshouldcapture i n a few succinct sentences, t he
the philosophies underlying them. It signals what your business is all about to your customers,
employees, supplies and the community.

Keep it briefl suggest keeping it under a hundred words, and preferably under filBeing able to
speak your mission in a concise way makes it more memorable and effective for all involved in the
organization, from employee to custmer. There's no need to make it overly complicated; in fact,
complexity makes it worseA real stretch goal would be to express your mission on Twitt&oogle
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c an d ogarizé the world's information and make it universally accessible and uséaAnd every
Trekkie can recite in their sleep the mission of thtauship Enerprise do explore strange, new, worlds;
to seek out new fie, and new civilizations; to boldly gé where no one has gone befored

| &m pretty sur e t hiGauverreur Mdrrisuseel to drafttthe preainiblectalthet h a t
US Constitutior?®

What to achieve: Ordain and establish a constitution;

Within what constraints:  For the Unied States of America

Why it should be achieved:In order to form a more perfect union, establish justice,
ensure domestic tranquility, provide for the common
defense, promote the general welfare, and secure the
blessings of liberty to ourselves and oumopterity.

Keeping it clear and concise is important, but wareful not to take the brevity advice too faFor
example, the chocolate companyHer sheyds ol d mi ssi on stat emen
| e ade Whdtdops.that mean? 6 m h a p py heydave singe chahged iThtee words is
certainly concise, but even Wi lly Wonkaomoul dnod

The mission must have meaning fgrou. Foryour organization. Anyone who knows you should
be able to guess that youmission statement is yours. Check out this mission fait create a shopping
experience that pleases our customers; a workplace that creates opportunities and a great working
environment for our associates; and a business that achieves financial sut@asgone have any idea
what company wrote that2hat industry they are in®hat they actually do%

Perhaps most importantly, be honesCrafting eloquentyp hr ased BS Awkwardly cut
crafted gold is more valuable tha expertly carved cow piedNothing leads to cynicism and disdain
for an organizationds mied dhii onrg 4 thatt e meénvti .xfwadotge ri
be better off not communicating a mission statement at all.

% Be careful not to go overboard herema gi ne JFK&s cal l t o Hausettweain g o
00 we g o0niziwwobez #inthisdecad® Not quite as good as the

97 Stick that in your splinfinitive, grammar police!
% Which I will never, ever be able to recite withosingingthe song

®The answer is Albertsonds, a grocelhg9Wotstor e ¢ h a
Mission Statements of All Timeladc, November 15, 2013
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Ernest Shackleton over a céury ago provided a great example of an inspiring mission with the
famous (although perhapspocrypha)t?’ advertisement to recruit adventurers for an exploration of
the Antarctic:

oOMen wanted f or hazarhdPolet Smajl wages,rbitter coldo t he
long months of complete darkness, constant dangesafe return doubtful Honor and
recognition in case of success. 0

Over 5000 men applied to go on the expedition.
Why does this serve as a model communication of missioiprovides clear, understandable
answers to the three mission questions in just thirty words.

What to achieve: Journey to the South Pole;
Within what constraints:  Small wages, bitter cold, long months of darkness, constant danger;
Why it should be achiged: Honor and recognition.

This ad was recognized in 1949 by Julian Lewis Watkins as one df@eGreatest Advertisements
of the previous centuryJust thirty words obrilliance that conveyan inspiring message with a clear
objective.lt also speaks nlectly to a clearly defined target audience, even though it does not explicitly
state who that audienceid. t 6 s di rected at those who seek adyv
are willing to sacrifice all personal comfort for a chance at heroic gldtyscreens out those who are
looking for an easy paycheck, or who lack the physical, mental, and emotional fortitude to suthire
unavoidablehardship.

A Mission Statement How NOT To
CompareS h a ¢ k | etb thisnmissiondrideld almost certainly postd in a gilded frame on every
white wallof the corporate cibical farmé from General Motors:*

100 As quoted in the bookQuit You Like Merby Carl Hopkins Elmore, 1944\ seach for the original
advertisementincluding a $100 reward to anyone that can find it, has, however, turned up nothing
to date. Whether factual or not, it is still a darn good expression of mission.

101] could find no referenceo this mission in official General Motors materials, but found several
online sources attributing it to them, and is quoted in William Pride, Robert Hughes, Jack Kapoor
Busines®Ninth Edition Thomson SouthWestern, 2008.
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0G. M. i's a multinational corporation enga:
worldwide. It is dedicated to provide products lad services of such quality that our
customers will receive superior value while our employees and business partners will
share in our success and our stodtolders will receive a sustained superior return on
their investment. 0

If you were able to stay aake through all that, would you feel motivated®/ould you feel like you
knew what you had to do to achieve the mission@M makes cars and truck§ he mi ssi on d
even mention transportationApparently, you could help GM achieve their mission by makindpber
clown noses or providing grape peeling servi ce
customers receive superifAdmd vtah airee s wrhatt retvtleey rmadre
average Jane and Jothan sustaining superior returnfr stockholders so they can spend more time
on their yachts, right#?

Look, l dm al | for free enterprise and deli verl
investtheirharde ar ned money i n my nothinggwaomg watlaawmning a yachT Justr e 0 ¢
dondt expect that the rest of the world is goi

opportunity to help somebody else get rich. Some people will work hard to help others escape
poverty, but no one workgirelessly to help hameless others achieve the spoils of wealth.

GM coul d have had a mi s s i-a“hcarsanditiuckattatrpeople aroknel 0 We
the worl d crave t thatmwighhhave givin peaple a reasan to gmino work.

Exposing Myself
Letds wal k through a Wiea $tarting<Palmpvaten, lohad td developp r o ¢
clarity for my own missionAs with the other principles in this book,tty to practice what | preachl
candt expect any-Ainde itfo Idrdionnkd tmyt akkoeola si p mysel
So at the risk of exposing myself to public scrutitf,here is aquick summary of my mission
development process.
When | first started out in consulting, | wdsrtunate to really know what g employeed me, that
isd wantedfrom thiswork.ld i d n 6 t camdue surveéy®or have town hall meetings or coffee talks

0kay, | know not every GM sharehol der has a Vy:é
to believe they needed a bailout given such an inspiring mission. #sarcasm

103|f you ever get the idea to write a book, be warnedpublishing one is completely exposing
yourself to public scrutiny.
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to learn from and engage with people that word for me. | already talked to myself over coffee every
morning, anyway If you are rot so fortunate, then you need to dowhat it takes to understand the
people you work with You need to work with your leadership team, staff, and other stakeholdexs,
develop your mission with common understanding, agreement, and birny

As a seemployed organization of one, | was alstortunate to really know what my shareholders
0 me, that isd wanted from the work. Mostly that involved paying the bank for a house, the grocer
for some food, and Saucony for some running shoes. Oh, and feeling like 5wgaking a positive
difference for people who work creatively to make their part of the world a better place.

As a solo pilot of the company plag, though, | was unfortunate inthatlddét have a | e;
group and staffto help develop the mission wvtih me. | lost the benefit thaimultiple intelligent opinions
and collaborative discussia@tan bring.If you find yourself in such a situation, put together an advisory
board that can provide those perspectivefssemble a team of people that are willing tisten to your
ideas, share candid feedback, and offer insightful perspectivEse right path is better lit by multiple
lanterns.

Enough prefacé® on t o the process.

First stepaddress the questions.

1. What is it that | wahto achieve?

| 6ve been working in the i nlbegandevdlopingnewpadugs f or
in my first job, working as a fafree mayonnaise engineer (no, really) for Kraft Footl¢hen | got my
name on my first patent, andater saw a @istomer at a grocery store buy a product that | helped
launch, | was completely hookedn the innovation drug | want others to experience the same high.
My cause, my purposeis to help the world to innovate.

Being one who enjoys studying academic resehrd want to combine the knowledge from that
study with myprofessionalexperience to help people bring innovations thife. | want to help people
who have ideas on how to make the world a better place to live, but are uncertain of hovgtoabout
making those ideas reall want to help drive employment and quality of life by giving those who would
contribute to innovatiorrdriven growth the tools they need to make it happen moreonsistently and
successfully.

2. Within what constraints willoperate?
| enjoyt eaching and solving probl ems, and |1 0ve g
Consulting, then, is a good way to serve all of those objectives, getting to a wide variety of people,

104 perhaps the public scrutiny thing is making me procrastinate as | type.
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training and problemsolving so that they can serve their diversdients in ways | could never do on
my own.

| have a passion foservingmissiond r i ven organi zations (as if
reading this chapter)l wanted to help smaller orgnizations that may not havestablished system
for driving innovation, and | could do thabetter than others.l aspiral to become globally recognized
as an endto-end innovation expert with such clients in the next B) years, while launching and
operating a successful new business in the firs? Years.

3. Why shauld anyone want to help achieve what you want to achieve?
In addition to being a chemical rgineer way back in my undrgraduate days, | was also an

economist.While | never pursued that field professionally, | have remained an amateur devotee of the

subject. | have seen research estimating th&0-80% of economic growth is due to innovatiohh at 6 s

HUGE By practicing the best methods for delivering innovation to the world, we can drive economic

growth that creates jobs, improves quality of life, and reles social ills like poverty and diseas¢ow
cool is that?

On a personal level, innovators will feel the giddy joy of seeing their work impact the lives of others.

On a business level, those who pursue these practices to mastery will gain mastaouers,drive more
revenues, employ more people, and reward their stakeholders bett€o paraphrasethe ancient

proverb, give the world an innovation, and feed it for a day; teach the world to innovate, and feed it

foralifetime.That 6 s what 6sgly.in it for everybo

With such reflection done, it was time to cut those hundreds @mbling words into something
simple.

| reviewed my notes, and thought about the things that were most importamhthighlighted key
words that were priorities to include (if not the actualord, at least the concept). crossed out words

t hat either werendt as i mportant to me, or coul

It was not a clean procesdt was iterative and continues to be so as my business grows and
changes.There werefits and starts and revisions.got pretty good at tossing crumpled sheets of
paper into the recycle bin.

At the moment, the Pi Innovation mission ido help missiondriven organizationgo design, build,
maintain, and repair their innovatiorengines so that they can make their parts of the world better
pl aces to | i v-sized, butconcisegnd descaptive.wsat pdrfect® it even exemplary?
Heck,no.Buté r now, itds working for me.

And executedadequatelyis better than meely contemplatedperfectly.

It expresses the three elements of a mission statement that | want:
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What to achieve: Helping missiondriven organizations achieve what they
set out to do;

Within what constraints:  Designing, building, maintaining, and repang their
innovation engines;

Why it should be achieved: So their worlds become better placesto live.

Butas | said, thisis he o0 at tomissiomotnbesnta worlkn i fna @tr,ogirte@s .
fourth iteration so far.You see, another finohg in the research on organizations with mission

statements is that those who continually work on them are better performeé8s. nce | 6 m not
satisfied with mediocrity, | 61 | keep an open mi
regular basis®

I f only | had Kennedyods speech writer, or Sha

So go to it. Get your organization involved in the mission. Make it something your innovators can
leverage for motivation and direction. And you really need a push in the right direction, just imagine
Samuel L. Jackson staring you in the eye and s a

SimpleStudy Guided Mission

What are the simple elements of a good mission statement?

Why worry about creating a mission statement?

What are the benefits of a good mission statement?

Who should be involved the creation and articulation of a mission?
What questions should you ask yourself to create a mission?
What mission mistakes should you an?

= =4 -8 —Aa —a 2

105perhaps the second edition of this swi®-be-bestseller wil contain the story of the Pi
Innovation mission update process. Stay tuned!
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Where do you want to go from here?

Full Table of Contents

Control Creation Conversion
Mission Voice of the Customer Innovation Teams
Culture Project Managenent
The Mental Game of Innovatior
Strategy ForProfit Metrics
Portfolio Management Ideation Nonprofit Metrics

Managing Organizational Change

Send Feedback, Comments, Ques

Or just turn the page to keep readingé
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The Power of Ignorance (Culture)

The Core
of
Innovation

Contro\
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SimpleSelf Assessment Culture

Rate yoursdlon the following questions. To benchmark yourself against
others,complete the online survey here

1 Do you actively manage your organizational culture?
Culturesc andt be managed As much as possible
| 1 [ 2 | 3 | a | 5 | 6 | 7 | 8 9 | 10

1 How well do you leverage fear to drive innovation?

Heads of norinnovative employees Is that a trick question?
are displayed on pikes at the entrance. Fear cané6t driv
[ 1 [ 2 BE | 4 | 5 | 6 | 7 | 8 9 10

1 How well does your innovation strategy fit your culture?
Like a whaldn a bathtub Like a key in a lock
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 9 10

1 How clearly can you define your culture?

| & adiddle wrapped in a ltds as
mystery inside an enigma t he oswrgseah o
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 10

1 What happens in your organization when someone fails?
A good flogging for all Learning for all
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 How candid and open is the communication in your organization?

We dondt discuss As honest as the
that. Ever. summer solsticeis long
1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Is thoughtful riskacceptance encouraged?
Only if we arewearing helmets. Go big or go home.
[ 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 K 10

1 Is healthy conflict encouraged in your organization?
No conflict allowed Scars area badge of honor
[ 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 9 10

1 How curious would you say that your organization is?

cl

Curiosity kills cats. Good questi
We dondt allow it. |l etds explo
[ 1 [ 2 | 3 [ a | 5 | 6 | 7 | 8 K 10

1 Do you base hiring decisions in part on how they fit the cldtir

No, that psychobabble Personal fit is as important
is nonsense. as professional fit.
1 [ 2 | 3 [ a | 5 | 6 | 7 | 8 K | 10
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Simple Summary Culture

Key takeaways you should get out of this section:

Choose to consciously manage your organizational culture, agsure that it
supports the mission you are pursuing.

Use tools to assess and define the culture you have, and the culture you want.
Your culture will trump your strategy any time the two come into conflict. In the
short term, fit your strategy to your ciure. In the long term, work to develop and
maintain the culture that supports your mission.

Culture can be defined according to the Competing Values Framework. This-four
guadrant chart plots organizational culture according to internal versus external
focus, and flexibility/adaptability against stability/control. The four types of cultures
are called hierarchical, clan, market, and adhocracy.

An adhocracy culture is the most innovative, particularly for breakthrough radical
innovation. A market culture mgahave strengths in incremental and evolutionary
innovations. A clan culture can also support innovation. A hierarchical culture tend
to inhibit innovation.

Fear is the enemy of innovation. Drive fear out of your organization. Balance an
environment thatis safe for accepting appropriate risks, while maintaining
accountability for behaviors and results.

You dondt have to celebrate failure,
accepting behaviors, strong efforts to do something extraordinary, aneth
knowledge gained in the organization even when failure occurs.

Characteristics of a culture that supports innovation are failure tolerance, effective
communication (both internal and external), risk acceptance, healthy conflict,
curiosity, and humility.

Cultural fit should be an important part of any hiring decision. You need to be
careful in termination decisions, and anticipate their impact on those who remain ir
the organization. On one hand, removing poor performers demonstrates that you
valuethestong performers, and you donodot wi
teammate. On the other hand, seeing people terminated may make remaining
employees more riskaverse and fearful, eroding innovation performance.
Leverage subcultures within the organizaton, wi t h t he hel p
work within both the subculture of a group and the broader culture of the
organization.
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Magic Words

In their book Think Like a Freakournalist Stephen Dubner and economist Steven Levitt provide
us with the thee most important words that few people use enougffhey are rarely heard in board
rooms, meeting rooms, or classroom3hey are never heard in political debates.

As Dubner describes in an interview with Wharton megement professor Adam Granhp A r e al |
basic rule of thumb or a basic MO that happens

come up with a plan or a solution. Letds figet o
thatds 20 fpéraadnl| Rbdbes come e,thp bestideahand ther putbak @t o n
resour ces i nWhatare theaoddsalfrthis weresciénce, what are the odds that that would
bear agood result’/Al most none. 6

Almost none

Yet we do that all the time? Why?

In a word: fear.

One of the biggest anttinnovation phobias we have is the feasf three magic words:0 | donodt
k n o ®verthough these three magic words can help us break free of the status quo, people fear
saying them. Worse, people ridicule those who do dare to speak them. Yet theyrha the most
important words to help us actually make real progress in this world.

Levitt and Dubner demonstrate how we are usually oveonfident about what we think we know.
They recommend that a healthy dose of ol dondt

This is not new wisdomWhen asked why théracleof Delphi declared him to be the wiseshan
in Greece, Socrates replied 0 b e edmititckael Ik now not hing. 6

Thomas Fuller,af7c ent ury English writer, noted tehat 0
he trusts too much to his own wisdom. o0

Ben Franklin, speaking about ratification of
indeedé think themselves in possession of all t
far elrroanrot help expressing a wish that every
this occasion, doubt a I|ittle of his own infal/l

Robert J. Sternberg, a prominent researcher and theorist of human intelligence, wrote an entire
book calledWhy Smart People Can Be So Stupid

Jokes about people being stupid when they think they are being smart aboutieck out the
musings of medieval barbelheodoric of York

oYou know, medi cine IS not an exact scienc
just fifty years ago, they thought a disease like your daughter's was caused by demonic
possession or witchcraffcrowd chuckles]But nowadays we know that Isabelle is
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suffering from an imbalance of bodily humors, perhaps caused by a toad or a small

dwarf |l iving in her stomachéd
|l f thereds a small dwarf in my stomach, Il  wan
There i s a great saying that captur estwhabwe dan
don't know that gives us troufl e. I't's what we
0l dondét knowd is I|iberating. mé&donea usddanywaya v e t

Hearing someone else say those wordi®es us to say them ourselveshdse that act as if they know
it all are generally thought of as being full of horsg@roppings by the rest ofl%’

0l dondét knowoé is empowering. |t achihtumsllowss t o
us to learn, grow, and get better at things.

0l dondt k n.dtalldwsousears to tuly hdamwgthout distorting what our customers,
clients, stakeholders, and markets are telling us. It eliminates our inclination towanéirmation bias,
because there is no ol knowdé to confirm.

ol dondt k n olnalowsoganinationsetedsvalopyand maintainpowerful innovation
engines.

But fear keeps us from ever admitting that we

Fear: The Antinnovator
Fear isone of the most basic human emotion¥8 1 t has contributed sighn
survival. Without it, our ancestors would have all been eaten in the Stone Age.

Cronkko Hey, di dntdbdotthed watbejrust eat Grog?56
Thag: 6 Yeah, but | ook how cute it iséhere, kitt

106 This aphorism has been variously attributed to Will Rogers, Mark Twain, and Josh Billings, and |
really dondt know whiarmhe omei rctamel wmp svirtér tihe i A
that it came from a slew of others as well. I
know the truth of the saying itself.

07Unfortunately, this is not alwaysue, especially if they speak their horse pucks with enough
confidence

1080y at least it appears on most of the theoretical lists of basic emotions. See Andrew Ortony and
Terence WhaTusnBasi 0 Ab oRsychol8gra Reviewklyn®90i ons ? 6
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So fear can be a good thing. Fear helped drive us together into social clusters through a strength
in-numbers survival strategy. And when groups of people get together, culture develops.

So fear hgped us form culture!®l t 6s no wonder that fear is so
cul tures. | t ds no Wi napha of satedhitminingt he FUD factor

But so whatDoesculture reallymatter?

Yes, it matters.

Fear is not usually an emotion that drives creativity and innovatiéiNew and different, to many,
is synonymous with dangerous and deadi?An organization with a culire formed out of fear and
fed by fear is unlikely to be the most innovative of places.

The saying oculotrurbe eaktf a ss tOr avta eshy Waekd-ieldstol Fprd p o p L
Motor Companyi®where a framed version bthat sayinghangs in the compang "War Room.The
pointherei s not that you dondt need a strategy (you
that can be supported by your culturdf your culture and your strategy are at odds, strategy isigg
to lose every time.

There is a chickerand-egg issue here. Should your strategy be fit to your culture, or should your
culture be fit to your strategy? The answer i sé

Culture and strategy are like earth and water. In the short term, the earth didtate where the
water flows. Over time, though, the water will wear away the earth and shape it to conform to the
direction it wants to flow.

In the short term, you absolutely must fit your strategy to your culture. A strategic plan that goes
against theculture will get pushed aside. If, however, that culture is not conducive to the ldagm
survival of the organization, the culture needs to be strategically changed. That takes a great deal of
time and energy, but it can be done.

Br ad Barbera, 0Fear NbRebrRavidwedJourmaldnywhewel t ur e, 6
Speculation Press, 2015.

1OFUD=Fear, Uncertainty, and Doubt. Check dbts videoto see how sales people leverage FUD to
sell you teir stuff.

11IMatthijs Baas, Carsten K. W. De Dreu, Bernard A. Nijstad, manalysis of 25 years of mood
creativity research: Hedonc one, act i vat i onRPsychological8glletiNeventery f oc
2008.

12Expressed beautifully in the opening of this trailer for the moviee Croods

BFjelds attributes the quote to Peter Drucker,
next to it, but | candt find a solid source for
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So if innovation is tdbe part of your strategy, and part of your means of achieving your mission,
then you absolutely, positively, must have a culture that can support it.

What is Culture?

But what is cultureProfessor Geert Hofstede, one of the leading researchers and thestis the
Ssubject, defines culture as qdstnguishinglthe membersvok pr .
one group from others. 0 |t 0 ¥ouadnthiakohtdike thevaperatimg t h i
system on a gaming machinéAll the different strategies and tactics, programs and processes you try
to implement are like the gamedslf you trytoplaya PlayfSat i on game on an Xbox
not going to work, no matter how great the game may be.

Unfortunately, most organizations are notonsciously managing their cultures. Few are even
aware of what their culture is. As a result, many otherwise worthwhile efforts fail because of a mismatch
between the culture and the programAndusuallyi t 6 s t he pr ogr aButthabat | get
|l i ke saying the Pl ayStat i kbanthgXboxerVit i nks because

So even though followingevidence basedpractices can make your organization more innovative,
you wondét necessarily succeed by jdeesmactkaogu
within your culture.

Types of Culture

How do you know what kind of culture you havePhere are at least a dozen different ways of
measuring and defining an organizational culturd. recommend using a simple tool called the
dOrganizatonal Culture Assessment Instrumeapriginally developed ly Kim Cameron and Robert
Quinn.l t 6 s validated, lareeffective.With just a handful of questions, you can determine which

of four types describes
The Competing Values Framework culture, based on the Cmpeting Values

Framework.
Flexibility .
L The Competing Values Framework (CVF) plots
T cultures against two axe&ach axis represents an
Internal Focus 5, External Focus aspect of organizational cultureOn the vertical

axis, you plot how an organization is managed

and Integration ™ 4" and Differentiation
‘lf and structured.On the horizontal axisyou plot

Stability

and Control where an organization focuses its attentioifhe
opposing directions of the axes represent
e s e | oot values3t hus, t he name 8

Figure16 The Competing Values Framework for defining an
organization's cultue

Val ues FrCewee b?> k. 06
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The management/structure axis runs from the value of stability and controltbe lower end, to
flexibility and discretion on the upper endl'he focus axis runs from internal focus and integration on
the left to external focus and differentiation on the right.

Notice that those are all valid values to possedsis is not a plot ofgood vs. evil and smart vs.
stupid,when you knowwhich end of the spectrum you want to be on.

Every organization needs to embrace each of the competing values to some degteaovation
requires both flexibility and contrdi* There must be some level of control and stability, or the

organi zati on

canot

e v e Wrivihgean wealtd reaflty ragniresoexegudioni z a t

processes to guide and coordinate efforts effectively and efficiently. At the same tilnere musg be
some degree of flexibility and discretiod even machine parts have tolerances built into them, and
human beings, no matter how well trained and closely supervised, are not machine p&tsry,

Fredrickd S p e gaylgr.6

Both internal and external focuses are required for effective innovatidimere must be some
internal focus to keepny team of individualsrowing in the same directionThere mustalsobe some
external focus to kep the team from rowing over a waterfall.

The Four Cultural Types

Clan

Collaboration, human
development, and team
cohesion drive
effectiveness

Internal (

Flexibility

A
AdhocCracy

Creative thinking, nimbleness,
and adaptability drive
effectiveness

HIERARCHY

Efficiency, top-down
control, and defined
processes drive
effectiveness.

Quior, R E. anc J. Rohbsugh. 1983, "A spa: al mocel of efect veness o tea: Tai

wa s @ corpeting veh.es approacn @ orgarizstianal ana ysis” Managen

) External
Market

Competition, customer focus,
and quantifiable goals drive
effectiveness

Control

miant Seisnce 28 (3% 363 77,

Figure1l7 The Four Cultural Types defined by the Competing Values Framework

4Michee | Song

Different organizations will
have different of
concentration on each of these
four values. Those differing
intensities are what allow the CVF
to distinguish types of
cultures. Those four types are
displayed inFigurel?

Again, notice that these are
not ranked on a goodto-evil
scale. All of these cultural types
have pros and consAll of them
work well at some times andin
some places, and not so well at
other times or in otherplaces.

The names of each cultural
type are probably readily

levels

four

a n Droahzationdl Atteibutes, Market Growth, and Product Innovation,

Journal of Product Innovation Managemeriovember 2014.
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understandable, except maybe for that one inthe upperrigfth at t he heck 181 &anl @
Cameron and Quinn explain for themselves.

0The root of tyhei swoardd haodch,oéc rtaliagnosisgaapd Chamging h e i r
Organizational Culture o0i mpl yi ng somet hi ng t empdbacraceg , éb p e €
been c har atents mther tha galaegdn that they can reconfigure themselves rapydivhen
new circumstances arise. A major goal of an adhocracy is to foster adaptability, flexibility, and creativity
where uncertainty, ambiguity, and information ¢
is most responsive to the hypeturbulent, everaccelerating conditions that increasingly typify the
organizational world of the twentyf i r st century. 0

Got any guesses on which organizational culture best supports innovation?

Culture of Innovation

Recent research has demonstrated that @dhocracy culture best supports innovatioht>and is
most correlated with positive innovation outcomes such as sales from new products, profitability of
new products, timeto-market, and similar metrics®But things may not actually be quite that clear.
Earlier research had demonstrated that a marketiented culture produced the best innovation
outcomes?t’

But, perhaps surprisingly, this makes sense. Both the adhocradiu@iand the market culture
have an external, differentiation focus. That external focus gives an organization insight into the
problems out there in the world, and into the solutions that the world will value.

For an adhocracy, the flexibility and adagdtility enable creative and collaborative exploration of
novel solutions. For a market culture, the stability and control enable efficient execution of the solutions
devised. The former is more likely to support radical or breakthrough innovations, wiikelatter may
better support incremental or evolutionary innovations.

Because of the flexibility and adaptability factors, tHamculture canalso have positivémpact on
innovation outcomestt®though significantly less sdian with adhocracies Their lack of external focus

BThorsten B¢gschgens, Andr e @ganBatiana Cutturesanddnndvationi d B
A Meta Analytic Review dournal of Product Innovation Managemerduly 2013.

H6E o more on innovati on ineovationforsFun agdProfifo anlde sect
dnnovation for Fun and Notfor-Profit 6

11’"RohitDeshpandéand John U. FarleyOrganizational Culture, Market Orientation, Innovativeness
and Firm Performance: An International Research Odysskyernational Jounal of Research in
Marketing March 2004

118B{ischgens, et. al.
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may put them in a reactionary position, but if they do need to react to changing circumstances, they
are able to do so efficiently.

Hierarchical culturesnot surprisingly, tend to havenegative impact oninnovation outcomest?
Commard-and-control not only fails to promotennovation well, but actualljnhibitsan or gani z at
ability to innovate.Focusing internally narrows the field of vision on problems and solutions, &mel
high degree of structure and control inhibits the ability to adapt to change.

Look, if you are a commanéand-c ont r ol sort of person, l#nomdt s
the message is hard to heaif it helps,you may be comforted to know that somebjectivesare still
best served by a hierarchysuch a culture can be irredibly efficient at producing volumes of the same
thing repeatedly | t 6 sot, pnuagetagegoing to be very innovative compared to the other types of

culture.
Now, if you doubtthat an organization canoperate effectively without stictured, hierarchical
control s. | 6d suggest yowvwamplhes dtemata pgoape ei tod s

Look at Haier, a Chinese homappliance manufacturerln the mid-1980s, theipredecessor, the
Qingdao Refrigerator Co., was near bankruptcis part of the turnaround effort, incoming CEO
Zhang Ruimin established a radically flexible organizational structufee overall organization
essentially consists of thousands of small mess units, some as small as a singieividual?2® Each
has its own culture and systemg&ach is its own profit center, bearing the fullpaded costs of albf
its operations.Even functions that are normally centralizelike finance or human resource®perate
as individual profitcenters, selling their services tine other business unitsTalk about accountability!

To make it, everyone needs to constantly deliver value.

Did it turn things aroundVell, they are nowthew r | d 8 s | aappyaece tompanymath
amost recent twelvemonth EBITDA of $3.5 Billio®!Yes,| would call that a successful turaround.

Alternatively, look at the example of W. L. Gore & Associates, whose structsgaleganization was
made famous by aHarvard Business Reviesase study in 201Z50re, best known among consumers
for the Gore Tex® material in their winter coats and gloves, is a leading manufacturer of electronics,
medical devices, sealants, and all sof other hightech materials and applications. They have a
team-based, flat, interconnected organization that fosters personal initiative. They have no traditional
organizational charts. They do not have a defined chain of commalkidhat they do have is $.2 Billion

119pid.

2Martin Reeves, CIl air eYdurdStrategydeeds aFStratehydapvard Ti | | ma r
Business RevieBeptember 2012.

121according to Morningstar Financials in September of 2015.
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in annual revenue and a place on the 2015 Forbes list of largest private compaatdut this is not
some whacky newaged attemptto try out a creative org structureThey have been doing this since
Bill Gore foured the company in 1958/Nhen Eisenhower wathe POTUSA decade before hippies
danced to music on that farm in WoodstogkNew York

Now, before commanding and controlling that your organization adopts an adhocraftculture,
be aware that the national/local culture has an impact, too. Your corporate culture should have
alignment with the local culture (unless, perhaps, you are ablétand want tod pick out the oddballs
in your area that do nidtdrnationalize your ianovatom acpératians, you wilk e ) .
have to pay strong attention to the local culture, and take steps to align your local corporate culture
with it124

So, what do you think is the least common organizatiorulture type of the thousands that
Cameron and Quinn have evaluated?

| f you aghessa@adyo 6 you win the pnnivatienGanessrfgoug et 1
guessed anything else, we have some lovely parting gifts for you.

Okay, evenifyouguessd wr ong, d W@e cn stilighelp yaunoatyf you want to pursue
innovation.

Youdve sanmexternghfocus is key to developing innovative solutions, while flexibility and
adaptability help organizations to adjust to a changing marketpladere there any other particulars
of a aulture that support innovation? What else separatdse successful innovators from the neto-
muches?

Culture of Innovation Characteristics
The PDMAG®G s 2udemified importadt gultual components that separated the innovation
winners from the innovation mediocrities:

1 Failure is understood to be a natural part of the innovation process;

122 And a place on the Forbes 2015 list of America B @leyers & time same time.
123 just made that word up, but I think it works.

22Martin Eisend*, Hei ner Evlamidluwehce df @rhapizatonatiand a v i d
National Culture on New Product Performang¢efournal of Product Innovation Management
published online May 4, 2015 (Online version published before inclusion in a physical issue).

125Stephen K. Markham an#lyunjungLee Pooduct Devel opment and Mana
2012 Comparative Performance Assessment Studgurnal of Product Innoteon Management May
2013.
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1 Innovation values are effectively communicated, both internally and externally;
1 Risktaking is \alued for career development;
1 Constructive conflict that occurs within the innovation process is accepted.

Two other characteristics demonstrated to enhance innovation capabilities in individuals are
curiosity and humility. A culture that values those glents will attract people with those characteristics,
and help them to thrive.

L e takesa moment tounderstand these points a little better.

FailureTolerance
L et 0 s ndbady emjoys failure. It hurts. Managerial behaviors that promote fear just m#kat
pain all the worse. Such behavior is what | cédlomer Simpson managementwhich tells the
organization,0 You tri ed your best andndweéerd etdr yniderably
| t 6 s thrownlaroundb® innovation pundits that 90% of innovation efforts result in failure.

While the research doesndt back this up (accur a
found to be roughly between 35% and 45%¥%%i t st i | | shows that i f you
failure, youdre not going to be an innovator.

Why do we waste so much time trying to avoid mistakes instead of learning fromthemM@ 6 d b e
so much better off if we could find a way to extract ige from our failures, rather than let them extract

valuefromusl t 8s | i ke Lucille Ball said whenlLawvslbueyd ab
came into being:o We [ she and her Uecided that shsteadDoé divorce Aawyera z |
profitt ng from our mistakes, we'd profit from them.

Mistakes are going to happen in an unpredictable world. Taking on risk, by definition, means that
failure is a possibility. You and your organization must be prepared to fail. The biggest failure of all is
the failure to fail well.

Now, as | discuss failure with you, it is importantdgstinguish between two types of failur@here
i s o0good fail ur e, 0Yoa cadtelltthie difference by loakibgathhow riakiisl traatee . 6
before and after theeffort that fails.

126There are many reasons for the disparity in conventional wisdom and researched results. One lies

in the definitions used to do the measurements, which only involve marketptéamenched

innovations, ® all those projects that get resources applied and hard work done but end up not

being | aunched are not counted as failures. Bu
Geor ge Ca dlaewelodluct Balurei Ratesolnfluence dfgumentum ad Populunmand Self

Interestb  ( p u b IJoumdi &f BroduchInnovation Manageme@ctober 2012 show how much

human psychology plays a role in perpetuating the mytf massive failure rates.
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Good failure comes frondaring greatly. As Brené
Brown puts it on the cover of her boolRising Strong
ol f we are brave enough
When you stand up to innovate, you do so knowing
that a fall is possible. Thattitude before a good failure
is one of recognizing risk, taking appropriatg
precautions, considering the potential consequence
and then courageously accepting the challenge. If th
effort fails, good failure involves extracting value fro

- The only thing that Separates

the effort anyway, bylearning something that will lead an Brdi"nary faﬁUl“B

to future success in the process. froma tru'ay epi'c: one.
Bad failure comes froncarelessness or stupidity!

Bad failure starts with an attitude of nonchalance

Figure18 My son's tshirt would suggest a third
category: "epic failure."
oWhatever, |l et ds get t h ) cour

required, because no cosequences are considered. After the failure, there is not only no effort to
learn, but there is often great effort to hide. That is bad failure.
The problem in many organizations is that they treat both types of failure the same \Bayith
systematic punisment. Those who try and fail are relegated to professional gulags, while those who
play it safe are given Lucite awards and 4s®ar performance appraisalswhen organizations
systematically punish both forms of failure equally, risk acceptance and enmgaasffort are stymied.
The best innovation organizationsfth ways t o reward o6good failure
I used to be an advocate of celebrating failu
hurts. Celebrating it seems like a denial of those basic faktswever, celebrating strong effort against
the odds, celebrating new knowledge, and celebrating the behaviors that the organization values are
all things that | continue to strongly advocate eé@ple should know thatthe behavior oftrying, failing,
and getting up to try again isnot only acceptable, but encouraged®’

27'f anyone needs some motivation on this point,
Arenad passage (with apol o@ heewnsotethis overa Huadred yegre nd e r
ago,sop | eas e f oltignotihe crihiciwho)counts not the man who points out how the

strong man stumbles, or where the doer of deeds could have done them better. The credit belongs

to the man who is actually in the arena, whose face is marred by daistl sweat and blood; who

strives valiantly; who errs, who comes short again and again, because there is no effort without error

and shortcoming; but who does actually strive to do the deeds; who knows great enthusiasms, the

great devotions; who spends hiself in a worthy cause; who at the best knows in the end the

triumph of high achievement, and who at the worst, if he fails, at least fails while daring greatly, so
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This does not mean that you give up on holding people accountable for their actionam saying
that you need tofully embraceaccountability, which means domthe difficult work of understanding
what happened, and handling it effectively, as opposed to resorting to some thoughtless zero
tolerance policy that makes rewardnd-punishment decisions easy, but countgrroductive.

Communication
Both internal and eternal communication are critical in all forms: spoken words, written notices,
and, most importantly, observed actions.
Everything said and done among a group of people contributes to the perception of what that
group stands for, what constitutes acceptabbehavior, and what expectations are to be for members
of the group.
Just as we discussed the chapteron missiont2®actions will speak jeengine decibels louder than
your words.At times, you may have to explain those &gns to ensure a common understanding of
your reasons, motivations, and desired outcomdsf you dondt explain the
effectively, people will assign them theirown meaningsou dondt want those mes:
There is a simg@ trick that will help you to convey the meaning that you want people to understand
with the actions thatyoutakel. t 6 s based on neurol ogical science
| t & s &getréatlydod itd honesty2®
It goes by othe names, too, such aauthenticity,sincerity, beingreal,trutht ook, | dondt
be preachy or holiersthan-t hou. 1 dm just calling out the need
reality. You dondot have taton, and geathoseaiound you todothe n e s t
same.
You do need courage, especially in organizations with a hidad-seek sort of culturé2° The risk
is reduced (and the courage requirement decreased) when the culture is one pkm candid
collaboration.

that his place shall never be with those cold and timid souls who neither know victorydefeato
Bully.

128To go to the chapter on mission, clickere.

1291 you are not one of the nearly ten million people to watch it already, | recommend checking out
Juan Tr eas urdeol $o spedk Bo thatepkokle want to listené6 HAI L t o t hee.

3¥No, that 6s n o etingvalues framework, hueyoucpmimaply know what | mean.
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Same people are really good at Bg,*2'but no one is perfect at i£3? Human beings all have
evolutionarily honed BSletectors, and some people are exceptionally good aniffing it out.In the
ever-expanding information age, the ability for someone, somewhere to detect your BS and tell the
world about it is accelerating exponentially.

Innovation isdifficultwork.When things are difficult, the truth about people tends be uncovered
even morequickly.As General Dwight Eisenhower said about the European theater of World War I,

0This is a long tough r oad dwthingbaeweingtode souglat gue | .
just as surely as the sun rises in the morg. Fake reputations, habits of glib and clever speech, and
glittering surface perfor #aSoc ed oanrdet gfoaikneg itto wbiet
speech.

Staying honest, aligning your actions with the organizaital mission, living the values of the culture
you desireé that wor -kebinglardtit sages you from haviegxotreamersberale | i
of your own distortions.

ForgetthespinHow many peopl e bel i eangmotehWensomeode say® pp o r
to me, 0 B r lahdve an opportunity for yo& d know immediately that | must bén the wrong place
at the wrong time, and my life is about to get painful.

If it really is an exciting prospect, then be excited.f i t 0 s -threatenind clallerzge, thenf e
express thatRememberthe Shackleton a®**That 6 s the kind of Bucmesty
honesty will draw the right kind of people to you, in abundance.

Eloquence is great, but eloquent BS will lose to bblimg honestymost of thetime.

Note that you can maintain confidentiality and still be honed#onesty does not mean public
declaration of detailed strategic plans or revelation of trade secret intellectual propeltysimply
means genuinely aligning whayou say with what you doAnd it worksespecially welfor innovation,
where trust is a critial component of creative collaboratiomnd execution.

BlSee Princeton University phOnBushibp Ainwepi odjees snat i
increases the BS potential. My experience of seeking quote verifications for this book proved that.

132paul EkmanTelling Lies: Clues to Deceit in the Marketplace, Politics, and Markége/. Norton
& Company, 2009

133 etter to Vernon Prichard dated August 27, 1942, published'ime Papers of Dwight David
Eisenhoweedited by Alfred Dupont ChandlerJohns Hopkins Pres4970.

3¥The Shackl!| et on Misdioma popleaapgtseri.n t he 0
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RiskAcceptance

Whatisrisk2 et 6 s not get o v €akihgy rsiciosimply makirey a desiion boelo e .
something that has a chance of failing.

There are ways to quantify and evaluate risk that are beyond the scope of this béok.r n o w, i
sufficient to make just a couple of points.

First, keep in mind that all risk is personal rig¥hether yais go through a complicated and rigorous
mathematical evaluation of an investment decision, ultimately an emotional and personal transaction
takes placel f everyone were ratiomhe, mabab ¥agasywouk
house, and the ral wealth that is accumulated in that desert is by the owsef the houses. Everyone
knows that.But people keep on tossing their chips on the green velvet.

Innovation requires taking some smart riskSome of those risks will be of the standard business
decision variety: should we invest in this equipmerhould we use supplier A, supplier B, or both?
Should we do this ourselves or get outside help’hese seem to be the more straightforward, rational
decisionsve mustmake, but when professional reputains are impacted, when raises and promotions
are at stake, when business relationships come into play, even these become personally risky.

Other risks are more obviously personal: Should | make this design suggestion in front of the whole
team?Should | tdl the executive team about the latest hiccup or hope that we can fibéfore they
find out? Should | commit to getting that task done by that date, considering all the other stuff | have
to get done?

The biggest problem when assessing personal risknattwe humans are fundamentally irrational
creaturesWe h av e acoghitves liaseé*ft hoat i mpact our decisions
know about. We are biased toward the status qu® We are also biased to avoid loss, even when
potential gains rationally outweigh the potential lo$8’No wonder innovation is hard.

Understanding these biases and working with your team to overcome them is critically important.
Providing personal safety to support thoughtful risk acceptance, while still holding people accountable,
is an important balancing act for innovation managers.

3¥%For more on cogni Cognitwe Binseh seesct igont o the 0

BWi I I i am Samuel son a Btadtus RiuoBiasim Dkcisbe Makijrgiaumnal ef Risk 0
and UncertaintyMarch 1988.

3’Rj ¢ h ar dToWandalPesitive Théory of Consumer Chojcdournal of Economic Behaviour
and Organization) March 1980.
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Conflict

By far, the most successful teams that | have ever worked with had a significant amafusunflict
between members.The opposite has also been true: some of the most disappointing results came
from teams that agreed orvirtuallyeverything.

|l tds the difference between the Bay of Pigs I

Il n case ypowoyow 208 cebtury American history, The Bay of Pigs invasion and the
Cuban missile crisis were two major events that occurred during the presidency of John F. Kennedy.
They make a wonderful pair to learn from, because they involved the same groupedple, working
together to make decisions that impacted world security at the height of the Cold Wane, the Bay
of Pigs Invasion, has gone down in history as onetbke most bone headed and poorlymanaged
decisions in historyWithin just eighteen monts, though, the team recovered to set a benchmark in
effective team collaboration under severe stredaring the Cuban missile crisis

Without going into histori@l detail, the Bay of Pigs invasion was a botched medsss the premier
example of the dange s of ogroupthink, 6 in which team men
bother to challenge or confront each other. TheYail to express different viewpoints. Thegefer
excessively to the will of the teamrdo prominent team members Everyone gets bbng, and every
team meet i ng g o atdyosembaodshybusélwes before the entire world.

The team regrouped from that catastrophe, and instituted procedures, behavioral norms, and
expectations thatmitigated the possibility of groupthinkUnder extreme duress, the team managed
to make the decisions that diffused a situatias close as the world has yet conte World War llI.

Team conflict was the keyRespectful but passionate debate, conscious review of multiple scenarios
and alternatives, crean of sub-teams intentionally chosen to have adlicting opinions, selective
exclusion of the ultimate decisiormaker to avoid biasing the direction of debateall contributed to
rapid but wellthought out decisions, even when the consequences could na@ve been higher.

Of cour se, unhealthy conflict does not | ead t
arguments personal. Dondt make arguments about
like an EasyBake Oven, take a break, drink dned green tea, and revisit the issue later. Anger can
lead to risky and destructive decisio”A® so avoid letting conflict, which is naturally unsettling, to

B8Mar ¢ L. TiRedfea of Affiect: DaxisiorMaking in the Emotional Context of Health Cared
Symposium on Human Factors and Ergonomics in Health CEittman Factors and Ergonomics
Society, Baltimore, MD, 2012.
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devolve into being infuriating=2°If you are uncertain as to how to argue effectively, consider taking a
course of ten lessons at th&rgument Clinic Just make sure you go to the right room.
Bring such healthy conflict to your inn@tion teams.lIt is one ofthe best of all evidencebased

practices. Dare | <call it a Obest practice?b6
Curiosity

Remember at the beginning of this chapter,
Wel | , o0l dondtdbutnobentel sufficientét e s saby knowd get s

Theodoric of Yorkonce again can help us understand a critical component of an innovation
culture. Ater being canfronted by a grieving mother of one of his patientsTheodoric considers a
possible futureé

oPerhaps | '"ve been wrong to blindly fol
of past centuries. Maybe we barbers should test these assumptions analytji¢atiyugh
experimenat i on and a 0 sMaybe this iscientitc metleotd ltoald bed
extended to other fields of learning: the natural sciences, art, architecture, navigation.
Perhaps | could lead the way to a new age, an age of rebirthgrenaissace!d[thinks
for a minute] Naaaaaahhh! o

000000, hewas so close for asecondthere.f only he had foll owed
with the other critical piece of innovative inquiry.

And what is that piece?

| was fortunate enough to take a managet accounting class from Professor Roman Weil at the
University of Chicagolrhe most important and most memorable lesson that he taught me had nothing
to do with Generally Accepted Accounting PrincipléSAAP )40

139For more about how to effectivelynanage confl i ct and MKarag it
Counseling section of the Team chapter.

149The only thing that | remember about GAAP is that R&D expenditures are counted as exgense
not investments. That, philosophically, is wronger than a llama in lederhosen. Spending on
innovation is an investmentEconomic Value Added accounting gets it right, where innovation
expenses like R&D arecapt al i zed ( s e e R&banae BVARorld:iAad MValuaelé d ,
Financial Metric, Economic Value Added Reinforces the Role&DRs an Investment in the Future
of the Corporation Researchlechnology Management Journalanuary, 2002.
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In his classhe liked to have class participatiofle kept you awake through the drudgery of doubie
entry bookkeeping by having the constant threat of being callegbhon to answer a question for the

wholeclassAnd t hat 6s where the | ife | esson came i n.
He told us in he introduction to the class, in minute one of day one, that if he called on you, there

were two, and only two, acceptabl e answer s: eit

o u tIf yau were called upon and provided the correct answer, ydreathed a sigh of relieflf you

ever gave the wrong answer, your ego received a jab tioee nosefromDr . We i | Gardyouu i c k

immediately launched into a relentless search for the right answéou were never let off the hook.

The search for the arrect answer took placevhile the rest of the class went orMind you, this
was in the days before smart phones and the Googkew of us even owned laptops, and we generally
didndt bring t hWeahadtamscoarltheosgh pagek of tex in Bookdour own illegibly
scribbled notes, or whatever such archaic resources we hadto gettheans@er.c e f ound, we.
our hands wunti l he called on us again, then webo
then announce the correct anser to the question.If we were wrong, the whole process began anew,
including another Weil wijab to the intellectual ego.

This was not a lesson about accountinghis was not a lesson about paying attention in clashis
was a lesson in innovation.

Innovation is all batbhoudHl &l fdondoOuknow,

There is no better way to capture the attitudef curiositynecessary for innovationThat attitude
needs to be a determined part of any individual innovatorhat attitude needs to be a pervasive pa
of an organizational culture of innovation.

Humility
To be able to live oI dondt kno#, but 1611 fi
That does not mean false modestysenuine humility means an honest assessment of yokitls,
capabilities, and knowledgdt means recognizinghot only what you lackput alsowhat you possess.
The power of humility to innovation can be illustrated in the rise of a new garnfreestyle chess.
Ever since computers surpassed even the greatkaman chess players;hess programs have been
leveraged to learn and understand the game better than ever befote freestyle chess, human players
are free to use computer programs to assist them in making their moves, leading to what chess
enthusiasts hae called the most beautiful games ever played.

“Don Emerson Davi s, JMeasuringHondlity dnol $#shPositive Bffectdéio o k , 0
Association for Psychological Science Observer, October 2013.
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You might expect that out of the gate, the best freestyle chess players would have been the
highestrated human players assisted by the highestited chesspr ogr ams . Thtrhells n o
out, howevert* The best freestyle players we strong on their own but not the bed. They did have
a characteristic that the highestated players lackeda large dose ofhumility in their psyche. The
humble Davids were able to defeat the are confident Goliathseven though bothhad access to the
same software.

The humbler humans were less likely to override computer suggestions, whilelstilhg able to
add an element of creative human judgment that the computers lacked. The highated, but more
arrogant players would believe that their skills and intuition were stronger than the soft@amil, of
course, defeat proved them wrong.

These winning frestyle players demonstrateghowerful innovation skills that can be helpful to
anyonelookhn g t o i mprove their organizationds innoval

1 They are able to accept expert input that may or may not agree with their own thougftkey
make good decisions based on all of the inputs, not just on those tieanfirm their own biag®?

1 They can direct the experts to look down particular paths, before selecting the one they believe
to be best. The best innovators know both how to focus the analysis and when to stop the
analysis and make the move.

1 They seek out mitiple opinions, knowing that the points where expert opinions diverge present
the real opportunities for brilliance.Those are the places that the insightful innovators can
contribute the most with their own expertise and judgmen$trong innovation leades will
encourage healthy disagreement in their team of experts.

To be able to | ive 0builddanriskacceptancEhand rdyuirestolerdéntel f i r
offailure.Fi r st , admitti ng ¢manylikdkeamdlmissibmobfalurédacdnd, thdree e | 1
i s the ri sk r eq (rindingsbmethong aytds not falwayslas easytas googling a few
keywords on your smartphoneT he most potentially rewarding of

exploration into new areas, creating new knowledgBut, like all explorers sailing into the unknown, it
is also the riskiest.

142Tyler CowenAverage is Over: Powering Aarica Beyond the Age of the Great Stagnati@utton
Penguin Books,2013.

“For more on cogni CagnitweBinseh s€sct igont o the 0

“4Formoreonriskace pt anc e, RisloAcdegiandeheeot i on.
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As the saying goes, 0 Go oWisdpmisbgreahexpetiencesperience n o f
is born of ¥ad judgment . o

I f you arendot willing to make aAndthatwwaulk be,thet hen
biggest mistake you could makelhere is power in ignorance, for both progress and retre&etreat
comes when you swtRdmress tomésiwhet gon foltowplon o dondt knowo
Il 61l find out. o6

Cultural Change

Okay, so we know what kind of culture we need to have if we want to support innovatidow,
how do we get there?

First,recognize that d1ianging a culture is a lsallenging undertaking that require non-stop effort
and vigilance. Tere are things you can do to change your culte to better support innovation, but
expect the effort to be a marathon, not a sprint. It may even be more like thadwater Ultramarathon
than just a marathon. If innovation is whatou want,though, you have no choice but to create and

nurture a culture that supports it
Second, there are things you can do to create subcultures witilour organization.This has some

nice advantages, but it also has some unique ¢ch
Letds start with addressing the overall organ
There are almost as many approaches to cultural change as there are ééirdng culture in the

first place.Fortunately, most of these approaches have several common themes on which they agree.

Rat her than present a single prescriptive metho

1) Leaders must consciously define ahdy into the culture they want.

Even those experts who advocate a bottemp approach to culture change recognize that without
top-level support, such efforts will be wasted. Management must not limit cultural support to lip
service, either. It must beved. The entire collection of organizational eyes will be on the leadership,
and any perceived deviations of the walk from the talk will halt any progress.

Consistent adherence to the new desired norms is critiddbst people do not like change, and
theywi | | be | ooking for any rays Wbubllpebéhdéealihl
psychology of the slot machine.

48variations on this aphorism have been attributed to everyone from Will Rodgers to Simon Bolivar
to Omar Bradley to Christian Slater. My apologi¢o whoever first stated this brilliance for lacking a
citation.
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Why do people keep pumping change into slot machines until they go brokBecause the slot
machine pays off every once in a whilThat reward, coming at irregular, unpredictable intervals, is
psychologically addictingOne successful pull at the orarmed banditd even with a tiny payoffo
outweighs twenty pulls that lose.

The same will be true for any inconsistencies in cultuchinge managementEvery little reward
someone experiences for doing things the old way will reinforce sticking to the old waysl will do
sof ar more than many | ittle OoOpunishmentsod i ntenc

Also remember that to plan the rote to where you want to go, you have to know where you are
now. Evaluate not only what the culture needs to be in the future, but also what it is in the present.
Deci de exactly what needs tRiioritizhthencgaages, lpecadsedgh at
wonot take hold all at once.

2) Cultural changetakes a longterm, sustained effort, not a ondime declaration.

Jerry Levin, the CEO of Tim@&arner before their merger with AOL, decided that a change of
culture was necessary in his comparye made a45-minute video of himself outlining the new culture
that was necessary, distributed it to the employees, and overnight, the organization became exactly
what he wanted.

Oh wait. Scratch thatActually, nothing changed.

There was no followup, there wasno effort to build support, there was no change management.
Not surprisingly, there was no effect, eith&®

In addition to monitoring their own behaviors, leaders must recognize the appropriate behaviors
of others throughout the organization.That recognition must be done visibly and extensivetaff
needs to be influenced to adjust their behaviors to the changes, not just told to changeink about
it d it is selfcontradictory to try to move from a commaneand-control culture by commanding and
controlling the change!

Find influential staff members, and secure their buy. Such people will often be even more
influential than the highestevel managerswill be in creating and sustaining thehange

Cultural change does nohappen overnight. Nor in a fortnight. Not to scare you or anything, but
honestly, it is not a process that is ever truly finished. It must be constantly monitored, assessed, re
evaluated, and nurtured. It is not a program, but a way of living in the orgzetion. Change programs
are the means, not the ends themselves.

3) Hire slowly.

146 Jerome H. WantCorporate Culture: llluminating the Black HpMacmillan, 2007
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Make sure that the right people who can effectively fit in the culture you want are on your team.
Treat each hiringdecisionas an adoption into a family rather than justs an economic transaction.
|l nvol ve peers in the hiring process, as they ha
will hasten the onboarding process as well, since peers will have already accepted new hires before
they arrive.

You must be canmitted to the cultureyouwantHi r i ng peopl e who dondt n
culture will arouse the corporate antibodiesvhichwill then try to drive out the intruder.If you allow
those antibodies to defeat your newly hired change agent, you wiilengthen that immune response
system,much like a vaccine does in children. This caotentially wreck your external reputation,
making it that much more diftult to get the change agents you wanfyou must provide ongoing
support for them, including liring more people that fit the desired culture.

Do not expect that hiring just one person, regardless of what level they may be, will deliver a
magical transformation of the culture. You need a chain reaction, and chain reactions require critical
mass.

4)Fire sl owlyéor maybe quickly.

No matter how good the hiring process is, some who do not fit will make it through the screening
process. It is important to remove such forces from the organization, so as not to allow them to infect
others who do fit.

There is disagreementhowever,among experts as to whether to fire quickly or slowly. There are
two opposing forces: keeping a bad fit on board too long can erode team performance and drive
good performers away, firing too quickly can erode individual 8engs of security, eroding risk
acceptance and hindering innovation performana®and good performers leave out of fear for their
jobs.

Personally, | recommend erring on the side of firing slowly, while paying close attention to team
dynamics.However, therehnave been many vocal and valid opi
contrary. Use your best judgement based on the impact you want to have for your teaand on
ensuring progress towardhe culture you want.

5) Communicate, communicate, communicate. Whgno udr e done, communi cate
Keep your communication simplé clear, complete, consistent and concise. Followsanple
communication modelthat helps everyone who gets your message to know unambiguously what you
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expect of them!*’ And remember, be real. Or authentic, honest, genuine, etc. However you want to
describe it, just be it.

Communication is an ongoing process. It is a dialogue, not a monologue, involving at least as
much listening as speaking® Words are only a small fraction of communication as well. Tone and
behavior will drive your message far more than words alone. And, like everything in the change
process, communication must be an ongoing behavior, not a oramd-done event.

6) Establish new rituals and ceremonid@eal ones.
Not like the corporate award program once experiencedl worked on a major project that had
dozens of people making significant contributions. The team won a corporate award, but the rules

limited there¢ pi ents to just five peopl e. The manager

enough to take, but the following year made it wors&when | did win an award. | had been transferred
to a small team just a few weeks before award time. The two guysovhad worked all year on a big
breakthrough earned the team an award. Even though | had contributed bubkus to the effort, | was
given the same recognition they got.

That is exactly the wrong way to create recognition and ritual. Unless, of course, you avagnical
culture.

Effective rituals must be sincergffective rituals must be perceived as a fluid part of the behavioral
norms. Effective rituals must support the culture. If you have a cultural objective of team cohesion, the
rituals should be team dented. Encourage team members to evaluate and reward (or sanction) each
other based on conformance to the values and beliets the team & NOT based on particular
outcomes. Celebrating outcomes is okay, but rewarding outcomes alone will lead to theispitrby
any means necessary, including those that violate desirable cultural norms.

Defining and engendering a strong and effective corporate culture is the hardest effort that an
innovation leader can undertake. It will also prove to be the makirable and rewarding.

Subcultures
Within a singleorganization, different cultural environments can and should exist as circumstances
require.We simply need to adapt to the requirements of the moment.

147For more on a simple communication model, go to théCLEAR Communicatiéh s ect i on .

' n addition to his OHow to Speak so People Li

listening in another excellent TEDItak5:\ays to Listen Better
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As an individual, you may be thinking that rapidly changingtween subcultures is impossible.
That ds not h oYwo uhfudmabnes waroornkg. .

Think of this example: | can go to my church on Sunday morning, adapting to the cultural norms
without much effort | dress in appropriate attire, greeithers pleasantly and danly, and sitattentively
during readings andsermons. After the services end, | can calmly and politely remtimel friends who
also attended services that | will be visiting with themjust a few hoursto support our football team
in their latest gidiron adventure

| then head home, throw on some beatip jeans and the replica jersey of my favorite player, run
over to my buddyds back yard, pop open a can o
clearly being an idiot if he thinks my e a defiease really misses thatorry excuse for a linebacker
that we got rid of last year, all while using colorful expletives to articulate my point and chewing a bite
of hot dog freshly pulled off the grill.

Same day, same guys around me, totally differemis culture, totally different norms of acceptable
behavior. Yet wetransition between them seamlessly, without conscious thought.

The same is true in our organizationg/e can go from an executive presentation to a wateooler
discussion with teammates ntén the hallway, and we adjust to these sutultures without thinking
about it.

There are three different situations that lead to the rise of sehltures.These situations can be
defined by how the people involved are momentarily separated from the rest the world. These
separationscan occur inspace, in timepr in context.

A group separated in space is defined by geographic boundari@$iese boundaries can be on a
global scale, such as the Singapore office of a company headquartered in New Y3tk They can
also be extremely local, like the team that works on the third floor being isolated from the team on
the fourthfloorDondt wunderesti mate the cultural barrier
physical barriers.

A group separated intime is defined, obviously, by when they are gatheredhe same team
operating during a time of crisis will need to operate under different behavioral norms than a team
casuallycelebrating an important accomplishment.

A group separated by context is defed by their social or professional expectatiorfsor example,

a marketing department will have a different sabulture than an accounting department, and they
will both be different than an engineering departmentn a nonprofit, those responsible for fad
raising will have a different suloulture than those responsible for service delivery.

In the hypothetical church/football example, all three separations are in pl@ijie church is a
different space than the backyard barbeque; the morning church timedifferent than the afternoon
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game time; and the context of being gathered as worshipers is different than the context of being
gathered together as football fans.

You have to be conscious of these subcultures, as well as being conscious of the overalteul
Use the separations to your advantage.

For example, the armed forces are probably the first thing you think of when coming up with an
example of a Hierarchy (although that may no longer be as true as it used to bhédwever, when
engaged in strategigp |l anni ng, or conducting an After Acti
visit later), it is more beneficial to have a climate of open collaborati@reating separations in time,
space, or context can make this happeAs former Chairman of theaint Chiefs of Staff and Secretary
of State Colin Powell said, "When we are debating an issue, loyalty means giving me your honest
opinion, whether you think I'll likeitornoDi sagr eement, at tBYs stage,

Then, when facing combat or some other job to be executed immediately, the situation is different.

A clear chain of command, from the Commanden-Chief down to the lowestranked enlisted man,
governs every actionBoot camp training is designed to ensuré¢hat every soldier is going to

immediately follow orders and do theiduty even under fireAs Powel | goes on t
decision has been made, the debate endBrom that point on, loyalty means executing the decision
as if it wf€re your own. o

Innovation is no differentAs wedve seen, some cultures serve

If you are in a Hierarchy organization, but want to support innovation efforts immediately, you can do
so by creating an innovatin-supporting sub culture. To do so, you must create a wall between the
overall organization culture and the innovation team subculture.

Perhapsyou could create a separation in space by locating an innovation team-gffe from the
rest of the organizatim, as in the Lockheed Skunk Works moddPerhapsyou could create a
separation in time by designating certain hours as innovation hours and the rest as execution hours.
Perhapsyou could create a separation in context by designating one group be responsble for
innovation full-time, while other parts of the organization remain devoted to executiétHowever
you create the separation, allow the boundaries to provide protection to the innovative subture,
so that it does ot get overrun by the overall organizational culture.

149Colin L. Powell and Joseph E. Persibty, American JourngyRandom House LLC, 1996.
1501bjid.

Blwarning: this particular means of separation can lead to argroup/out-group bias that may not
be good for the organization!
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Of course, you must also beware of thpotential downsides of subcultures. They can divide
people that need to work together as a teanThey can create animosity between teams, or between
a team and he mother ship.

To manage thesedownsides, find people who can
play the role of diplomat well. These people are the
chameleons of your organization, able to blend into €
vari ety of environments.
themselves, or merely agree with wamever they are
speaking They simply adjust their communication to fit
consistent message to the ears of the audience. Wheth
you call them diplomats or chameleons, they play i
critical role in helping to maintain an innovation
subculture within an oveall culture notso-supportive of

t hey

innovation.

What is a diplomat? | 6 v e al ways
definitions: ODi p | omac y i Figure1Q Organizatioral chameleons are the i n g
have yolfandayod diplomat _foc t it e
tell you to go to hellin such a way that you actually lookerganization and on individual teams.
forward t%3udhiskils domeiirpharidy when
working on an innovation project.

These critical people need to be adept at identifying and understanding various cultures, and help
those cultures work together effectiveliffhe role does not need to be played by a single person, but
it does need to be played if potential cultural clashes are going to get in the way of progress.

Consider the case of General Dwight D. Eisenhower beintgsted as the Supreme Commander
of the Allied Forces in Europdde was not selected because of higoven strategic abilities, noior a
history of combat success2rior to World War Il, his ha@ rather undistinguished military careeBut
in that career,he demonstrated skills in organization and diplomacy that were absolutely critical for
the task at handHe had to manage differences between national cultures and powerful personalities,
often with dramatically opposing perspectives, including such pempls Roosevelt, Churchill, Patton,
Montgomery, DeGaulleand Marshall.

152paniele Varé The Laughing DiplomatMurray, 1938
153Caskie StinetOut of the RegdRandom House, 1960
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Had the invasion failed and the odds of failure were high enough that Eisenhower had prepared
a speech in advance to take responsibility foratthe last 70 years of world history wad likely have
been very differentNever underestimate the role of a diplomat to the success of an undertaking.

So embrace ignorance, encourage exploration, and miously manage your culture (osub-
cultureg to support innovation efforts.D o n 6 t urlsteategy yei devoured for breakfast, lunch,
dinner, or midnight snack by your cultureYour culture should be a pillar, not a pillager, supporting
the hard work you are doing to accomplish your mission.

Simple Study Guide Culture

What is the Compéing Values Framework (CVF)?

What are the four types of organizational cultures according to the CVF?
Which comes firsb strategy or culture?

What types of culture fit best with an innovation strategy?

What are characteristics of an innovation culture?

What six things are required for establishing and maintaining a desired culture?
What role is most critical for a sulsulture?

= =4 -8 —a a8 —a -9
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Where do you want to go from here?

Full Table of Contents

Control Creation Conversion
Mission Voice of the Customer Innovaion Teams
Culture Project Management
The Mental Game of Innovatior|
Strategy ForProfit Metrics
Portfolio Management Ideation Nonprofit Metrics

Managing Organizational Change

Send Feedback, Comments, Ques

Orjust turn the page to keep readingé
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To Do or Not to Do, That is the Question
(Strategy)

The Core
of
Innovation

Contro\
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Simple SelfAssessment Strategy

 Rate yourself on the following questions. To benchmark yourself against
others, complete the online survey here

1 Does your organization have atrategic plan that everyone understands?

Um, there used to be a binder It guides our
around here somewhere... every action.
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Does everyone share a common understanding of the strategic plan?
We argue aboutit constantly Our ducksare in a row.
2 [2 [s [a4 |5 e [7 [s [o [1 |

1 How many words does it take to lay out the basics of your strategic plan?

More than you Just enough to
have in this book. share in the elevator.
1 [o2 E [ 4 e [ 6 [ 7 [ 8 [ o [ 10 ]

1 Does the strategic plan clearly link resources and objectives to the mission?
Are they supposedo go together? Like a solid chain
2 [2 [s [4 |5 e [7 [8 [o [1 |

1 Does ywur innovation strategysupportthe overall organization strategy?
Like a straw houséuilt on sand. Like a brick housduilt on bedrock.
L1 [ [ [ 4 [ 5 [ 6 [ 7 | 8 [ o [ 10 |

1 Does your innovation strategy have technology and marketing components?
Components? Of course!
1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Does wur organization use a variety of tools to guide strategic planning?
We only usehammers. You should see thesize of our toolbox!
1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 K | 10

1 Does your strategy include behavioral norms and expectations?
That doe simastrategiephno n g Yes, definitely.
[ 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | o | 10

1 Has your organization thought through contingency plans?
No need. Everythingill go perfectly. We are readyfor anything.
1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 How open is your innovation approach?

Closed and locked As openas the
like a bank vault door. great outdoors.
1 | 2 | 3 | 4 | 5 | 6 7 8 9 10

Go to Table
of Contents


http://www.3point14innovation.com/#!kis---strategy-self-assessment/c166e

KEEP INNOVATION SIMPLE

Simple Summary Strategy

Key takeaways you should get out of this section:

T

T

Strategy is a |l eaderds plan for the
objective thatsupports a higher mission

The greatest value of a strategic plan is the planning process itself. Done well, th
process will uncover critical information, identify possible futures, and prepare
contingencies for those possibilities.

An organizational stategy should have an innovation component, and an
innovation strategy should strongly support the overall strategy.

There are four types of innovation strategies organizations can foll@nospector
(firstto-market with breakthrough offeringsyanalyzer(fastfollower, adaptive to
changing conditions)defender(striving for high efficiency and low cost operations
and reactor(basically operating without a plan).

The SWOT analysis (strengths, weaknesses, opportunities, and threats) is a sim
means ofsummarizing the critical information that should be considered in
developing strategic plans.

Mi chael Porterds five forces (suppli
substitutes, threats from new entrants, competitive rivalry) should be analyzed
within the context of environmental conditions, such @eneral economic forecasts
broad changes in technology, social trends and emerging concerns, changing
demographics, the political environmengind the legal or regulatory framework in
which you operate.

You must know where your products fall in the product life cycle. Nawa+the-world
technologies should receive different kinds of investment than mature technologi
ripe for replacement.

Competing where everyone else is competing leads to everyone gettirgpten up.
Use tools like the blue ocean strategy canvas, the innovation radar, and the ten
types of innovation to expand your thinking, and to discover new arenas for serv
customers without having to slog through a fight.

In order to plan effectively fothe future, create a roadmap that identifies the route
required to achieve your future vision. The roadmap will not only help guide what
you need to do today to achieve a goal for tomorrow, but it will help identify how
realistic your objectives are, velh gaps exist in your plan, and what hurdles need tq
be overcome.

Capture your strategy simply. Use the ofigage simple strategic plan document to
provide a common language, guidelines for behavior, and metrics for success. T

simple communication tool Wl then serve as a guide to decisiemaking for the
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organization to follow. It sets the boundaries within which innovators can explore
and operate.

Use multiple metrics of success to maximize overall performance.

Open innovation leverages the involvememtf external partie® customers,
suppliers, experts, people from other fields entiredyto identify and execute the

hi ghest valwue i nnovations. Open inno
matter of being either open or closed. Open innovatiofalls on a continuum. You
need to understand the costs and benefits to opening your innovation efforts, an
determine just how open you can and should be.

Once the strategic planning is done, you need to communicate it effectively to al
that are involvedin its executionSimply Then communicate it some more. Ensure
that the plan is commonly understood by all, and considered by all in their ey
day decisions.
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Planning is Everything

As touched on in thechapter on culturet®* perhaps the greatest example of strategic planning in
military history,code-named Operation Overlordwas the invasion of Normandpn D-Day, June 6,
1944.1t involved coordinating not just multiple military branches, but multiple military branches of
multiple countrieslt involved the coordination of efforts of powerful and opinionated personalitids

includedt he use of a gener al respect ©dGeorys Patton,laza b e s

mere decoy.lIt involvedprecision at a time when equipment and munitions were far less precise than
they are today.lt involved over a year of planning and deception that could be overturned by the
fickleness of Mother Natureand the winds and weather she would send through tiEnglish Channel
on the day of execution.

For all the complexity of the actual work to be done, the strategic outline was really quite simple.
| tds an exc ebelngsginple withautnbpingesimmidtit®® The idea wasto find suitable
beaches in natural harbors, amass the men and equipment necessary for an effective landing force,
prevent defensive reinforcements by attacking key bridges and roads between the landing site and
other German troops, then establish a beacbad through which suppks for a sustained offensive
could flow. That took about fifty words to statelike a good mission statement, you should be able to
capture the essence of your strategy in just a few words that all canremember. doesn &t t
slide PowerPoint deck to do it.

A simple strategy can help make the complex manageabige 6 | | revisit that
about portfolio management®’and project management.#

“EFor more on c (Culturedr ee,h agpd etra t he 0

155 At least according toOld Blood and Guts: Chasing Bandits ahzis with General Gage S.

Patton py Providence Research, Wikimedia Foundation, U.S. Senate, Office of the Federal Register
in which a variety of German leaders are quoted with similar statements to the oneibidMviarshal
Gerd von Ratondshedis pyour best. o6 A variety of
and admiration on the part of the Germans for Patton was ndtowever,the case. This is a book
about innovation,though, not World War Il generalss o |  w o n Oat delgpe.t Sifficenitttoosayt h
that Patton had a good deal of demonstrated success on the battlefi¢hdore than most prior to D
Day),but he was held behind as a decoy, which was a pretty bold strategic moyed George C.

S c o Pdtt@nmovie speechremains one of the great scenes in movie history.

¥For more on the def i WhytSimple® osfe cstiinopnl.e, go t o

BY'For more on portf ol i Bortfolia Mamapenmemdn tc ,h agpd etro t he

¥For more on project PmjachMagagemenht ¢c hgpt eo. t he 0
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Don &t ewreny, praparing for complexity is goocknowing how to make all the moving parts
fit together is critically importantBut just as a simple mission statement provides a foundation for an
organization, a simple strategic plan provides the framework oniainto build all the activities of that
organization Remember, simple is not about avoiding complexity, but about making the complex
clear and understandable.

What is Strategy?
When it comes to strategy, much of the discussion has to do with the militafgu are as likely to
hear the statement OWe are going to outflank
boardroom as at the Pentagon. However,adn 6t t ake t hat a$%safnscesgity t ha
about adversaial conflict.l t s nét .
Military historyhas some importantcharacteristicshat make it easy to referenceGreat individual
leaders, and, for that matter, blunderers, emerggheir decision processes are often welbcumented,
and the actions taken are recorded in detail for posterifwhat worksa nd what doesndt
havebeen analyzed from a wide variety of perspectiveessons from those analyses are available for
all to see, even if learning from history is notrauman forte.
However, key differences between military strategy and organizational strategy include the fact
that not all organizations haveenemieso This is especially true for neprofits. Think about it.L et & s
say you are running a nofprofit to feed the poor. Unless you are doing so in Somalia, it is unlikely
that you have opposing organizations actively trying to prevent you from feeding the podthile you
could say that poverty itself i s the ywuoéymon it 0
Johnsonds War on Poverty is not the same as Nap
Still, much can be learned from the millennia of thought that have been put into military strategy,
and the millennia of experience we have in seeing which stragsgworkand which ones end up ira
bad checkmate.

19Yyes, | am well aware that this is a madg word to poke fun at former POTUS George W. Bush.
But itds such a good word, | candt pass it up.

160This pdnt is wellarticulated in aHarvard Business Revidwl o g post by FStapnk V.
Using Battle Metaphors in Your Company Strategp De c e mb e r le thé&e is nfu€hiodearn Wh i
about effective strategies from military history, it is equally important to understand that there are
important differences as well.
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The Difference between Mission, Strategy, and Tactics

Before proceeding further, perhaps some defimiins are in order It is easy to confusenission:*
strategy, and tacticsln many cases, they seem to be used interchangeably.hat 6 s becaus
difference between the three is largely matter of viewpointOn e womands mi sneanés i
strategy, which in turn is another womands tact

In general, the mission for a group ithe big objective that they want to achievestraegy is the
broad plan of how the missions to be achievedTactics are the morapecific actions taken to execute
the strategy.The thing is, depending on the size and scope of the group, the strategy @ore team
may be the mission of another.

Take the DDay exampleFor Eisenhower, the mission was to defeat Germany, the strategy was to
do so by establishing multiple fronts to overstretch the capacity of the German army, and Operation
Overlord was a tact to establish one of those fronts.

On D-Day, commanders of armies had the mission to establish a beachhead at their particular
point of attack, such as Omaha beacitheir strategy was to leverage air and sea superiority and the
element of surprise to overhelm entrenched German defensive positioriBhe tactics used included
shelling German bunkers with 1ich artillery fired from the decks of battleships stationed outside the
range of German artillery.

For a particular group of infantrymen, their missiomay have been to capture a particular
machine gun nest.Their strategy may have been to soften the defenses with mobile artillery fire and
a constant hail of covering fire from the front, while soldiers with grenades and bayonets sneak up
from the flanks.The tactics could have been to crawl from one safe spot to another, rather than run
and risk being spotted.

So the difference between mission, strategy, and tactics is often a matter of perspective. Aradtt 6 s
not just my viewpoint.The great military higirian and theorist B. H. LiddellHar r ef er red t o
strategywr angitrategyd to distinguish between th
and the specific military plans of a general trying to deliver against those purposes (pureegy.

The grand strategy is a highelevel viewpoint than the pure military strategyTo the warrior
contemplating pure strategy, the grand strategy is the mission. To the politician contemplating grand
strategy, the pure strategy is a tactic.

This is whyl started by talking aboutmissiont®? Defining the mission for your group will establish
the boundaries for your strategies and tacticH. will alsoserve as thecollective conscience of the

BIFor more on the t opNlissiofcmaptséron, go to the 0

2Fo0r more on the t opNissio fcmapstsé ro.n, Digbndto It hjeu Dt
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organizationto keep it moving through inevitable strugglesTo paraphrase Viktor Frankl, those who
have a owhyoé can be#® with al most any ohow. 6
The mission is the owhy. 6 The strategic plan

Defining Stratey
Sohow, then, should we define strategy specifically

Liddell Hartdefines strategy as o0t he practi cal adaptation of
di sposal to the attainifment of the objective in
Thisisapowerfu and si mple statement. 't considers t
use of |l imited resources (or Omeans placed at

mi ssion (or oO0obj ect i%myohda miitary leadex 1o mean a lgadey gf anye r a |
group pursuing a mission, this is a great place to start understanding the nature of strategy.
To get clearly into the business realm, we have to check ddichael Porter, thegodfather of
business sategy. Hes ay s , oCompetitive str alt meanys delieratedyb o ut
choosing a different set of al®tivities to deliv
Differentiation and valueSounds a lot likénnovatiornt®’to me.
Leveraging another definition founditheacademi ¢ | i terature, O0OBusi ne¢
pl an that integrates a firmds major ob¥ectives
Putting those three definitions together provides the basis for understanding strategy as it will be
discussed in this book:

830 A man who becomes c o ityhebearsuavardd hurhah leeingvehe ponsi b i
affectionately waits for him, or to an unfinished work, will never be able to throw away his life. He
knows the 6whyodé for his existence, andMands$ be
Search for Meaimg, Rider Publishing, 201Lonsidering this philosophy got him through Auschwitz,

it should at least help a team get through some business challenges.

164 Sjr B. H. Liddell HarBtrategy, Second Revised Editibaberand FaberLtd., 1967.

165you gotta love how English can use the same word to have completely different meanings.

166 MichaelPorter,0 Wh at i s Hevard Business RevieMovember 1996.
For more on how | def i ne Whalthe #&%! fsmnovatiom,dAmyavayi o n ,
section.

188 Henry Mintzberg, JoseplB. Lampel James Brian Quinrand Sumantra GhoshalThe Strategy
Process: Concepts, Contexts, Caseairth EditionPrentice Hall, 20(.
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Strategy is a |l eaderdés plan for the use of
supports a higher mission.

T h ad simgple definition, but it carries a good deal of nuanceelt 8 s i in pome detail to
ensure clarity of meaning.

Strategy is:

T a | eader ds

plan
for the use of available resources
to uniquely
create value
that supports a higher mission.

= =4 A4 -4 A

leadeshp.Wh 'y 0 a Se#tiagdh strategy requires a decision, and ultimately, all decisions are
made by an individualEven group decisions are just a collection of individual decisions to support a
common choice.Yes,teams, teamwork, and collaboratidf® are absolutely importantFocusing the
strategy decision on an individual is not a call for dictatorial powkris rather a call for accountability.

If everyone is responsible for the decision, then no oneé4s.

Plan.In the end, a strategy is a plan, and strategéfis the act of creating that planAs discussed
with regards toproject planning*’? life almost never goes according to plarSo why bother? You
should bother kecause the planning process prepares you for the inevitable plan derailmérite
analytical process is about learning, foreseeing possibilities, and considering alternatives. Ldten w
in the heat of the fray, you can rea quickly, leveraging that foresight, rather than having to figure
everything out all over again.

For more on i nnovafeamHn ctbeagprhs, go t o t he 0

170That is NOT an endorsement for commanend-control leadership of innovation teams. That
should be obvious from the rest of the text, but just in case someone is suffering from a regrettable
cognitive biasthat led to reading such an endorsement into that sentence, | want to make explicitly
clear that they aindét reading me right.

""There | go again with the oO0Ostrategeryo6 thing.

2FEor more about managi ng iPmojpecoManagémenh phapeet s,
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Limited resources.Truly being in touch with the resources available is an underappreciated
challengel t 6 s e a s y- ahdandbérestinhate the resoures availableTime, money, and brain
capacity are all finite things if you have not yet achieved complete oneness with the universe.

There is neveenough of any of it to go around.A good
strategic plan does not pretend to have infinite resources
You must maximize what you can get ot of what you have,
of course,y st d o n dthat yauscanuemd 5000 with a *
loaf of bread and a couple of fishFirsto f al | , it ~;~
so itreallyi s mriovative,even if you could do it.Second,
unl es s oyawoess todhe lotline to heaven, you may
find the execution falls a little shot£3

Now, part of your plan could include securing future
resources to get to wher But! and t

again, even that has tdoe grounded in the reality of what "Hello, I'dlike to place an order for delivery,
ease..."

current resources you have to be able to get what you wamf.)I
You cand6t expect to hire the talent you will ne
You wonod6t have the productiifory oma pamidlti thiaevse yao uw
infrastructure or partnerships.

Frequently, though, we also miss the opportunities to fully leverage the resources that we have.
Faced with a sulfuric acid leal&ll it with chocolate'”* Need to storm a castle guarded by sixty men
to save your one true love from the clutches of an evil princB n 6 t  ftedl yogr@rbject ptanner
about the wheelbarrow and the holocausloak®

Okay, joking aside, we really do miss out on opportunities because we fail to see the possibilities
of how things could come togetherWe have acognitive mental bias®t h at tthislisthewayte 0

do things, 6 because thatodod¥®Wwhehewewagdowédvbebaakwahns

1730kay, | realize that this reference is a little risky, with the potential to offend Christimmembers
of other religions, and atheists alikeBut hey, as Steve Martin said, comedy is not pretty.

174performed on the pilot episode oMacGyvey and later proved plausible oMythbusters

1750ne of the many brilliant scenes from the pst quotable movie of all timeThe Princess Bride
Next time you see someone go off to do somet hin
castle!é6 in your best Miracle Max vVvoice.

16 For more on cognitive biases, go to th&€ognitive Biasesection.
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al ways used to get things done, we tend to say
that we can.

So dondt u n d ehallenget of kn@aving what lyaair available resources can get done.
And, for that matter, dondt overestimate it, ei

Unique.Every individual is different. Every organization is differdatery customer is different. The
only way to have an advantagesi t o | everage those differences.
said,having no choiceisnofun There is no reason for anyone t
just like what everyone etshas to give.

Mor eover, even i f you choose to | mi tegattlgthewh a't

same as others, anyway. You and your organization are going to have different sets of skills,
capabilities, and resources available. You havadtmthings differently. So why not take advantage of
your differences, leverage your particular strengthi$and deliver unique, differentiated value to the
world?

Value CreationCreating value for someone, somewhere, is th#imate reason for organizations
to exist. Creating valué even potential valued must precede receiving value. The organization comes
together to conceive, create, and deliver that value to those who value it.

If you are a farmer, you raise food that pgie value. If you are a medical professional, you develop
healing skills that people value. If you run a water mission charity, you provide clean water that both
the people who drink it and the people who give time and money to your organization value. gve
organization first and foremost creates value. It is the fundamental reason for being.

Supporting the MissiorAlways focusing on the ultimate objective is the thing that separates good
planning frombad.l t 6 s what enabl es pe aiedreadbtocksl gtedts awhoaut n dk
the execution from failing due to diluted resources spread across too many distractions.

When innovating, it isndt enough for a Theyam m
need to know why they are supposed todit. They need to know how their part helps to move the
whole team forward.A focused objective, clearly communicated, enables each member of the team
to function better together, to adjust to inevitable changes, and to support one another under
changingdemand loads.

There is a reason you are doing all of this planning stuthere is a reason you want to accomplish
a given objective.That reason is always and everywhere to achieve the mission of the organization.
That ds why a c¢| e ars saimportaptdmoes the missiormvel, and ensurei that
everyone involved in the planning is focused on that mission throughout the planning cycle.

Did you know that oOstrengthsdé is the |l ongest v
Now you do.
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Organizational Strategy versus Innovation Strategy

There are over 115,000 books listed on Amazon.com abousibess strategy. The combined
weight of that collection would roughly equal that of the space shuttsndeavor That 6s a | o
and ink.

Clearly, there are already many tools available for guiding strategic planning. Some may be better
suited for sane organizations and cultures. Some may be effective under certain conditions and not
so-much under others.

Innovation is going to have to be part of any

successful strategyvi t hout 1t , yc¢

same thing as everybody elsét leastyou willuntil

someone else comes along and does it better.

Then youol |l be doing i
|l dm going t o assume Operstiil Product Customer

Excellence Innovation Experience

Integration Systems

Figure20: Innovation is one of the pillars that hold up the
strategy of any organization. Yes, any.

organizational strategy in place. | know, | know
that may not exactly be a safe assumption. Bt
overall strategy is beyond the scope offits book. If
you need help there, please consult one of thos:
other 115,000 books that are available.

For the purposes of this book, rather than | oc¢
how to tie your innovation strategy to your overafitrategy. On the corporate level, innovation may
be one of the tactical pillars holding up the overall strategy. For the innovation organization, that
tactical component becomes a strategy in itself.

Now, hopefully the innovation organization, whatevermay look like, was intimately involved in
the overall strategic planning process. Much of what follows should be going on simultaneously, as
part of that broader process. That may mean doing a few iterations, but as an innovator, you should
be used to thd.

Strategies that Drive Innovation Success

What aspects of an innovation strategy really drive innovation success? Is there one thing about a
strategic plan that will ensure delivering impactful solutions to the marketplace?

Yes. Kind of. Ifyoucancallt just one thing, t¥Hat thing woul

Robert G .NewPoodysteStrategie®: What Distinguishes the Top Performéds®irnal of
Product Innovation ManagemenGeptember 1984. This theme is true rjast for the strategic plan,
but for its execution as well, in the form gdortfolio management
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Of cour se, bal ance means being able to manage
one thing. For innovation practices, the things to balance are technologigaowess, market
orientation, fipdngphiueaace¢ansdf i t, 6 and

Technological prowess does not mean that you have the best computer coders and figth
electronics engineers working in your organization (unless, oucse, you are an electronic hardware
or software company). It means that you have sophistication with the technologies that engble
products, in your industry. In insurance, that might mean prowess in statistical analysis. In
pharmaceuticals, it mighimean sophistication in biochemistry and engineering scalp. In reducing
hunger in rural Africa, it may be high skill in distribution without infrastructure. In novelty toys, it may
be expertise in polymer manufacturing that makes rubber chickens lookrencealistic.

Market orientation is about your ability to identify, focus on, and satisfy customer ne@dsaking
relevant product solutions, building awareness of those solutions among your target audience, and
getting the solutions to them in a way thathey prefer.

Product ofitodo means developing products that ¢
That doesnd6t mean you should only develop vari
You can be oradi cal 6 oglencdn dsvelopldiiveriése cars because oft theid . (
connection to leading edge information technology. Toyota can develop driverless cars because of
their connection to automobiles. But neither is likely to do very well developing rubber chickens,
becausete r e i s no 0 flLoftus Idernbterealv e t hat t o

Il n essence, you need oOopermissiondé from your c
want to provide them. They have to believe thatyou candoit. tdoésh mat t er how wel |
do it 0 they will have their preconceived notions of you that will impact their perceptions of the
products that you provide. When it comes to product performance,f t hey dondt beli
perceive

Findi ngeamlswe i a ter m t hRenéedlauboegee ahdWa GhartKinre wo
originally presented in their bookBlue Ocean Strateg}?® The basic idea of Blue Ocean Strategy is to
compete where otherswatend8t acempeétuenbec@beset he
in fighting over the same space. Su¢ghi ghti ng i s what Mauborgne and

"For more about Bl ue GlueCrean Sategy&Laneagy segbi bo. t he

180Renée Mauborgneand W. Chan KimBlue Ocean StrategyHarvard Business Review Press, 2005.
Note, however, that Cooper identified the succe
andnoncompet i ti ve marketso6 way back in 1984. Wh a't
was showhow organizations can and do make such choices, and they provided tools to help.

Go to Table
of Contents


https://www.loftus.com/

92 CONTROL SYSTEM: STRATEGY

|l tds what most organizations do. I tdés difhg cul't
business, so they just keep beating each other up.

Types of Innovation Strategy

Much research has been done to determine what types of strategies are successful, and what types
are, well, not so much. To do that research, you have to start with a waygatiegorizing strategies.
One long-used and useful strategy classification system is known as the Miles and Snow Strategy
Typology.

Dondét get inti midsaduwenddibnyg tnhaemea c aldtedrsi cr eal | v a
four strategic types out theg in the business world (and one of them is really a natrategy strategy).
Since each strategy type has a memorable descriptive name, the framework is very easy to use.

The strategic types are prospector, analyzer,
Miles & Show S’cra’cegy TYPO[OQY defender, and r eaadnsider. We

t he type described as 0

PI‘OSpeCtOI‘ Analyzer approach consists of crossing your fingers and
i - ‘ hoping everything works out. Reactors wait to see
'Cé.; what happens in the world, then hope that they
2 will be able to react appropriately. In reality, they
almog al ways react i nappro

non-strategy that the origi
to even list characteristics of reactors, although it
provided great det ai | for
type that is doomed to failure, especially as global
change becomes more rapid and dramatic.

Figure2t The Miles and Snow Strategy Typology, compl The Prospector is the kind of organization that

with cute pictures to help you know who they are. goes out and creates change in an industry,

market, or community. It grows by developing

new products, services, and markets, so growth can come in surges. It approachelslgms with
mul tiple solutions, and flexibly adapts to chal
look for the gold nuggets before anyone else can claim them. With innovation, Prospectors use a first
to-market approach.

The Analyzer is thé&ind of organization that seeks to be efficient in stable parts of the business,
but adaptive in changing parts of the business. It tries to achieve steady growth by expanding within
mar kets with oOonormal 6 competiti v ethe erdvifooment $or whi
important changes that will require attention. With innovation, Analyzers use a-fatibwer approach.

Detender
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Defenders focus on stability, trying to protect a segment of the market from change, so that they
can efficiently deliver a fixedes of products to a fixed set of customers. Growth is incremental,
generally pursued by fighting for market share within established segments. As for innovation, it is
primarily focused on internal cost reduction and efficiency. Any external product/sewmarket
innovation is done begrudgingly, and only after change has been absolutely proven to be necessary
beyond reasonable doubt.

Okay, so we have some strategic types defined. So what strategy is most successful?

Like so many things with innovation, depends. In this case, it depends on how you define
osuccess. 6 Research has demonstrated that organ
on their strategic type. This should come as no surprise. An organization is likely to base its syrateg
on what it values, and then determine whether the strategy was successful based on those values.
Thatds fineéuntil the organization decides it ¢
Thatds the Reactor modesion.Avadit. it causes | oads of

A Defender strategy will work well in an environment where change comes at a geologic pace,
perhaps due to industry maturity or regulation. Such industries are most susceptiblelissuptive
innovation2&!

A Prospector strategy will work well in an environment of high turbulence and rapid char@je
either in the market, technology, or both. In such situations, fisking, addressing emerging markets,
and embracing new technologies is critical to survival.

An Analyzer strategy is a hybrid between the Defender and the Prospector, so it works well in an
environment of evolutionary change. This strategy can be very rewarding, by saving investments in
high-risk projects that fail, and concentrating investment on mdileely winners. However, that security
comes at a price. Analyzers risk falling behind prospectors or getting disrupted like defenders when
change happens faster than they can manage.

A Reactor strategy generally does not work well in any environment. Tiensistencies and lack
of clear direction make execution at best challenging, if not impossible.

Now, I have yet t o see a strategic pl an
[ Prospector/ Analyzer/ Def ender / Re gutt stratégy intoman® v at i
of those categories, youdl | need to figure it
mar ket , 6 mentioned?), and the resources all oca

product development, or cost redction and maintenance?).

BlIFor a discussion about ®Bthd wéam odi sWwWhatghei vegoi t
#&#! Is Innovation, Anyway® sect i on.
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Knowing the strategic type can help guide innovation planning. Understanding the willingness of
the organization to accept risk, and knowing what defines success, will guide what objectives to
prioritize, and how to allocate resarces to various projects.

There are a few other things you need to know from the overall strategy. You should be able to
identify:

A The markets to target
A The resources available
A The role innovation is to play

From that information, your job is to put togther an innovation strategy that fulfills the roleplves
the problems® of the target market, operates within the resource constraints, and fits with the
strategic type. Piece 00 cake.

The innovation strategy will need todve two pieces: a technology component and a marketing
component. The technology component involves the decisions around what technologies will be used
to solve customer problems, and where those technologies will be sourced (homegrown or brought
in from outside). The marketing component includes decisions about the product lines, customers to
target, and responses to competitors:

Guess what? Rarely are organizations set up so that the same people who do the marketing are
alo the ones who do the technology. That means that there needs to be strong coordination,
cooperation, collaboration, and maybe even cohabitati& between these folks, to ensure that the
strategic plan is carried out effectifge And that generally means some strong coordination at the
executive levels®

Creating Your Strategy

So t hat 0Nowaé Have@ neatdittle. definition of strategg | eader 6s pl an f
available resourcego uniquely create valuethat supports a higher missionAnd we have the
requirements of an innovation strategy to address both the technology aspects and the marketing
aspects of bringing new products to life.

2For more on pr obl e mefidirgf Prabiemis Ham, Sgaoc t o t he 0

18Har ry NRpreduat Developmint Strategy: An Integration of Technology and Marketing
Journal of Product Innovation Managememdarch 1985.

) n an office areaécodmon, get your mind out of

185Steven C. Wheelwright and Kim B. ClaRevolutionizing Product Developmefithe Free Press,
1992.
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Now, how do you create a strategy that willadiver against your mission?

The formal nature of the strategic plan must, like everything else covered in this book, be tied to
the specifics of the organizatiorGmaller, more resource&onstrained firms should have a less formal,
more flexible strategyMore formal and rigid strategic plans in such organizations can actuatipede
the ability of the organization to innovaté For this type of organization, a rigid strategic plan gets
in the way of improvisational developmentaking away the smalteam advantage of nimbleness and
responsiveness to the marketplace.

Note that this does not mean that small businesses and staps should proceed without a
strategy in place d numerous studies have demonstrated that strategicaps enhance firm
performance,both overall and with regards to new product development and innovatioRlanning
helps to make cycle times faster, failure rates lower, levels of innovation higher, and returns on
investment greatef®’ Having a strategic plan is critical, but what kind of strategic plan you create
needs to be aligned with your organizationds ¢ch

Larger, more highly resourced organizations, on the other hand, will benefit from a more
structured, formaized strategic planln these organizations, the clarity of direction helps align broad
and overlapping resources, keeping them focused on a common gokilhelps facilitate common
understanding when complex communication flows could create confusion.

What about mid-size organizations’Effective strategic plans will be somewhere in between, less
formal than Microsoft or Exxon/Mobil ought to be, but more formal than that of a tegperson start
up.

One last thing about creating your strategy: take some advitem the world of chess.

Chess is perhaps referenced even more than war when it comes to strategy. If you google
o0strategy6 and | ook at the i mages that come up,

So |l etds consider the adwndlLlaryParf Theyladvecate atsgstera h e r
of analysis that starts with evaluating the position, creating a general plan based on the strengths and
weaknesses of both you and your opponent, considering move options that will help you achieve your

186Song, Michael, Im, Subin, van der Bij, Hans, and Song, LisaD.oes Str ategic Pl an
or I mpede Il nnovat i on20HdodrnaFof RratudimevatioroManagemengldyo
2011

18’ These points come from several different studies from researchers in academic innovation
research, including Abbie Griffin, Robert Cooper, Elko Kleinschmidt, Mitzi MorMgss, Roger
Calantore , Mi chaels Song, Tony DiBenedett o, et c. Se
Pl anning Enhance or I mpede Innovation and Firm
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plan, then sekcting the best optiont8® This is not unlike a sound strategic approach to business
strategy. The final step before actually making
of a beginner. o

How can thinking likea beginner help you make better strategic decisions? Well, in chess, the idea
is that you look for blundersd moves that either immediately put you in a losing position (or even
checkmate), or moves that utter]! yer®Yoidee ¢évenags api
you get better at the game, you can still get so caught up in the intricacies and nuances of your
analysis, that you end up overlooking the simple things. So Alburt and Parr suggest taking one last
look with fresh eyes before making the actual move.

Do the same thing with your strategic plan. Look at it like a beginner. Ask yourself the stupid
guestions, and make sure that you have smart answers for them. Heck, even bring some beginners in
tolookattand ask those questions. Just make sure yo
strategic mistake might have been avoided by doing such a revie{.

An Innovation Strategy Toolkit

There are some simple (surprise!) toolsathcan guide you to generate an effective innovation
strategy. For copies of the tools that follow for you to have as your very own, to do with as you please,
go to the Pi InnovationToolbox1%*

188 ev Alburt and Larry ParSecrets of the Russian €s Masters: Fundamentals of the Game
(Volume 1)W. W. Norton and Company, 2003.

189t is said that the winner of a chess game is the one who makes the sectmdast mistake.

199The 2012 JCPenney stegfic debacled in which new CEO Ron Johnson chose to do a radical
change in the retail philosophy of the stores, in every store all at once, without test marketing first,
making questionable assumptions about attracting new customers without alienatingltyal
customersd may have benefited well from looking at the plan with the eye of a beginner. Jennifer
Re i n gHow td fail imdbusiness while really, réatrying, Bortune March 20, 2014.

¥lGetting into the toolbox requires that you be
want to give me your email address? After all, who knows what a guy like me will do witlsince
you went to the trouble of reading my book, | O I

i n wit h Kedplanowta@Simple.org6 and t he password o0Si mpl e
your email, | can send you wonderful stufké newsletters, articles, updates, and comedy jokes.
Youdre the customer, itds your cal/l
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Among the tools that are offered here, you will find numerous foguadrant chartst?? Full
confession: | love fouquadrant charts. | find them to be simple ways to generate powerfnsights.

As you read on, youoll be getting a steady d
The most famous of these, at least in busines i )

circl es, i's probably ¢t BCGStrateglCMat”x 1 g

strategy matrix. If fowrguadrant charts were Japanese Market

movie monsters, this one wodlbe Godzilla. G;f;h

In that matrix, which appears in virtually every B
PP y y Question Marks/

school strategy class and text, the axes are mark _ Stars
_ _ Problem Children Civest)
growth and market share. Plotting a business o R nves
product on the matrix gives you a sense for what yot & R E:;ig:te
shoul d do wi t hdlyigmowing marketi Share
and has high share, it DOQSA C_aShCOWS er
treatment. I1f itds got (Harvest/Exit) | (Milk/Defend) a
mar ket, 1 tds a cash cow A i
share in a low growth market is a dod and not of the — , ) :
Figure22: The Godzilla of fourquadrant charts, used in

Ol & Yel | er ietyd® Low share in @ highistrategic planning and taught in strategy classes for alm
growth area is a question mark, meaning you hav'@" @ ¢eny:
l ots of thinking to do e
Bhould | Stay or Should | Go i n ackgiownd. b

The reason this chart has endured since its
perspective on businesses and products in an

was once a star but is now a dog, it cape hard to recognize that things have changed. A chart like
this can wake you up like a splash of ice cold water.

So it has a place as a tool for strategic thinking.

That does not mean it is the ball and endall of strategic thinking.

i et

Gr

This chart, like may four-quadrant chart, is simple. It offers a perspective. But only one perspective.

A good one, but only one.

92 8m not t he o nl-guadoantehanseither] Chkck sut Aler Lowy and Phil Hood,
The Powenf the 2 x 2 Matrix: UsingX2 Thinking to Solve Business Problems and Make Better
Decisions 1st EditipdosseyBass, 2010.

¥Being a dog lover, I 6m not fond of this cl a

S S

have gone wi tlhe sosiomc ktshevittcheshd or maybe Ot apewor
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Before going further, another quick word about keeping it simple, but not simplisétSome of
the tools,usedly t hemsel ves, may be simplistic. That d
just means you shouldndt wuse it alone.

Hammers are valuable tools when you need to drive nails. Just make sure you have other tools in
your toolbox if your job includes saws, bolts, electrical wiring, dry wall, PVC piping, a8@ weight
ball bearings

So, yes, these charts can be and have been overused trivialized. And yes, fouguadrant charts
are easy to make fun of®| get it.

That doesndt mean using them, when used prope
using just one, and taking it as the trutlthe whole truth, and nothing but the truth, may be simplistic.
So be sure to use them in their proper -opamng ext .
insightst

Whatever you do, make sure you are using the rigiools to get the insights you needJse multiple
tools to get multiple perspectiveg/ith each one being simple, you can do so without wasting too
much time, money, and mental energy.

The SWOT

Among the tools, you will find some of SWOT Ana lys lS
the old standbys of stategy
devel opment . Let 0s
(Strengths, Weaknesses, Opportunitie:
and Threats) analysis.

ltds a simple too e
what is going on in your world, good and Internal SHERg ViR
bad, inside and outside.

Full disclosure though: the SWOT too
doesndt do a heck
unless you are a naturally holistic strategi
thinker that never gets distracted by the

Fositive Negative

Exfernal | Opportunities Threats

For more about what simplicity WhgS8ihdle) meahbsoar
195Djlbert does it best:http://dilbert.com/strip/199703-05.

196 Egpecially when you get to thportfolio management section
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urgencies of the moment. | am not such a person.

So to make the SWOT analysis of greater value, there are other tools to helpfydy identify your
strengths, weaknesses, opportunities, and threats. You probably have a good feel for them, but these
will provide support to your intuition. Use the SWOT as the summary for the deeper explorations done

with these other tools.

The FiveForces of Michael Port&lus
I am a big fan of

Por t e r6Isprofides & grekt drantewosk foa n a |

considering how your organization gets pushed and pulled in different directions. The variety of forces
that Porter categorizes are commoto all organizations trying to achieve a mission.

Five Forces Plus

Threat of
New Entrants

Industry
Competition
and
Rivalry

siafng jo
Jamod Buiuiebieg

_
2
o 2
o g
o a
£ o
=]
=
(U,_._
[SLNG)
@
o0

Threat of Substitute
Products

Technological Developments

Figure23: Michael Porter's original five forces, PLUS general environmente

conditions.

Even i f you are a r
fool yourself into thinking that you
dondét | ive in a comp
There are limited resources to do the
work you want to do. You are
competing for those resources against
others who want to do good things,
too. If you doubt that, just wait until
your fund raising eff
| just gave what | could to the rescue
efforts where the vol
ol 6d giwewya samething, but |
have been challenged to pour a bucket
of ice water on my head for a different

charity, and | candt
chal I¥nge. o
So it ds a compet.

Whether you are Coke and Pepsi,
Mc D o nsa &nd @Burger King, the

197Michael Porter Competitive StrategyThe FreePress1980 The structured analytical approach he
recommends is excellent. His generic strategies that followed have been much maligned lately, but
are still worth consi der adgmashardanéfast, blackargd-white y ou d

concepts.

198yes | took the challenge Thebandwagon effectmade me do it.
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American Academy of Surgeons and the American College of Surgeons, or Food for the Poor and
Food for the Hungry, you are in a competitive environment. You should be familiar with the rivalry
among competitors and their tendencies.

On the input side, you need to be aware of the bargaining power that your suppliers have. Are
you in a weak or strong position with them when it comes to negotiating prices for their products?

On the output side, you need to be aware of the bargaining powef your customers. Are you in
a weak or strong position with them when it comes to negotiating prices for your products?

On the competitive front, are there other products out there that might be a substitute for your
product? For example, if you are a paake manufacturer, is there a waffle manufacturer out there
that you should be aware of?

Are there new entrants to your industry that will add competitive pressure? As the lone pancake
maker in town, are you aware that IH# might be opening a place down the street?

Those are the five forces t hat 2P ook atehe geheral s t |
environment in the world. How might it effect you? That environment could include gee@onomic
conditions and forecasts, broad changes in technology that are impacting society, social trends and
emerging concerns, changing demographics, the political environment, and changes happening in
the legal or regulatory framework in which you opate. All of those global forces will have an impact
on the specific |l ocal forces in Porterdés model

As you think through these questions, capture important answers to them in your SWOT chart.

The Product Life Cycle

To better direct how you oughttoapproah your i nnovation investmen
you stand in the natural life cycle of a product category.

Technol ogy devel opment tends tFgurd2d. Atlfistywhenm 0 S
technological breakthrough has occurred, performance is low. The Wright brothers first flight was only
twelve seconds long, and they only got it about ten feet up in the air. Progress in performance may

¥The I nternational House of Pancakes. | dondt
chai n, but God bl ess 0em.

200ne of the big criticism of Porterds original

environmental conditions. No, | dm not tal king
the analyses of many organizations, especially if you work in industries like Green Energy or Polar
Bear Rescue. But what | dnographicltréndsnegonanix oomditiona,r e t h

changes in technology, the political and legal environment, and changes to societal norms. You
have to operate in such an environment, so it is important to give these broad consideration, too.
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initially be slow, but as awareness of the breakthrough ilog, more people contribute to
advancement. As people become familiar with and interested in the technology, it improves rapidly
during a growth phase. Finally, when the lelanging fruit has all been plucked from the technology
tree, the technology entes a mature phase of slow, incremental improvements.

Produd LIFG CYC[G MaP Why is this important to

strategy? Because you will want

to invest differently if you are
competing in product
Technology S-Curve Rexskituogh categories at different stages in

Leveling

the life cycle. If the category is
young, you may choose d

invest in research to drive large
changes in performance and
seize a competitive advantage.
Doing so in a mature phase,
Growth though, would not make much
Phase sense. If your strength is in

research, investing in the next

Figure24: The Product Life Cycle Map depicts where you are on the technology S breakthrough would be the

Curve for a product category. When the competitive life cycle clock strikes midnigh . .
your technology turns back into a pumpkin. wiser move. Or |fyour strength

IS in operational efficiency,
investing in cost reductions could be the best choice. In any case, knowing where you are onthe S
curve, and therefore where you are in the product life cycle, is important to making the right
investment decisia.

Performance

Competitive

Life Cycle

Project

The Attribute Opportunity Map
Since we arawired to sense threat$*more than opportunities, you may find it easier to identify a
long list of threats that fill in the lower right quadrant of your SWOT sheet, and find treagiboring
box to the left relatively empty. The Attribute Opportunity Map is designed to stimulate thinking about
where opportunities may lie, given what you know about your customer and about your business.
What s an attr idualty erfeatuyeofyouapsokuet. Fbrtexaspleawhat are the
attributes of your favorite burgerbarn home-cooked French fries? Thin, hot, crispy, delicious, golden
brown, greasy, salty, cheap, fast, fatteningé

C

201For more on this and otherhardwi r ed cogni t i v €ogbitiveaBiases , s g ot it on t F
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Attribute Opportunity Map Yes, itdés four g

CONSUMER drawn in a circle to impress you,
BENEFIT

and to give pretty pie wedge
graphics. Okay, not really just for
the visual impression. Within each
guadrant, there are a couple of
options to consider. Depending on

> SREVFATION 1 where you are within the quadrant,
you may want to consiér one of
those options a little more than the
other.

ORGANIZATION _
cost ™

The vertical axis depicts a
continuum from high consumer
e benefit on the top to high

Figure25: The Attribute Opportunity Chart is a fancy way to think about what consumer cost on the bottom. The

attributes of your product should be changed, and how you should change them horizontal axis depicts a continuum
given the costs and benefits to both your customer and to your organization. . ) ]
from high organizational cost to

high organizatianal benefit.

ltds up to you to figure out what those axes
its own oOrightdé answer.

Now think about where those attributes fall 0
barn customersloveinthei fri es, but i1 tds a cost to the orga
more time than cutting them t hi cokimdrithe beStthickihdssnp r o
that minimizes costs while maintaining liking.

OFatteni ngo6 i sybe asigeifichnt congumerttast; butra slight company benéfit

after all, deepf r yi ng i s qui ck, easy, cheap, and contri
Depending on how much your target coosdeet haee
something to be tolerated (if I tds | ow consume
consumer cost). For mostburgegh ar ns, t he answer is oOtolerate. o

nearby health food store, you may want ttbok at that reduce option.

And what if a new regulation comes out (which you identified using the Five Forces Plus tool) that
adds a ofat taxo to such foods in the name of i
lower leftofthechatand you need to consider minimizing or

Thatds an example of how these tools work tog
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The Blue Ocean Strategy Canvas

In general, people tend to prefer fighting the devil that they know, rather than the dehit they
dondt know. And sailing into uncharted waters
know.

That can be great news for innovators. Since most people have the stajus preference, they
will tend to fight over the same spacé creating a bloody red ocean. They leave open plenty of blue
water where no one is fighting. That gives you the chance to find a good fishing spot without all of
the cannons being fired at your boat.

How do you find such a fishing spot? The Blue Ocean Canvas lcalp.

In the example ofFigure
26, the competitive factors for
A Eliminate Rfﬂuc‘f Raise b three companies are plotted
onto a chart. Competitive
factors could include price,
location, services offered,
varieties available, etc. Each
competitive product is rated as
Low to how much of each factor it

offers. Where the competition
»  bunches up on the chart, you

Blue Ocean Strateqy Canvas

High |

Mid

Offering Level

N
A A A A A A A look for ways to leverage
Factors of Competition opportunities in the white

Competitor 1 Competitor 2 Competitor 3 Oppartunity space. When everyone is

making a highlevel offering in
a factor, you see if you can
reduce or eliminate that factor in your offerings. If everyone else is low or rexistent in a factor, you
look for ways to raise or create that factor.

Basically, when everyone else zigs, you zag.

Mauborgne and Kim offer the example of Cirque du Solei. Befdleey came around, circuses
traveled around competing on big name stars, animals on exhibition, concessions sold in the stands,
death-defying thrills and humorous clown&?

Figure26: A hypothetical Blue Ocean Strategy Canvas. Or is it "an hypothetical?"

22Humorous, that i s, coulrbphopi@au dondt suffer from
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Cirque du Solei eliminated the big names, the animaénd the concessions. They reduced the

thrills from deathd e f y i ng

to mer el

y

breat ht aki

ng.

They

where they can tailor the theater to their performance. And they eliminated packs of rubbesed
imbeciles emergingtrom tiny cars.
Cirque du Solei has been a tremendous success be redefining a category for themselves. Is it

rcus? | s it

t 0s i

ci
itdi

nnovat.

theater ? |
vV e.

S

t

perfor mance

art?

So leverage the hie ocean strategy canvas to identify potential opportunities to break away from

the rest of your competitors.

The Innovation Radar

The goods and services you produce for the market are only one arena in which you can innovate.

The innovation radar is a aacept developed by Mohan Sawhney, Robert Wolcott, and Inigo Arréiiz
to help visualize opportunities

for innovating, not just on goods

and services, but in a variety of

other ways as well.
The oreal
requires that

)
a group

managers from an organization
complete an online profile, which
then gets mapped on the radar

for insights. 1 [Go
takes the radar
guesso as t o

organization currently competes.
nah obably |
not as accurate), but it can still

|l tds not
provide valuable insights.

By seeing where

organization is strong (further

2BMohanbir

Sawhney,

Inhovation Radar

Offerings (What)

v
of

o]
fn?gfr)/
7

6,
%
()
)

Customers

the

Tool developed by the Kellogg School of Managemen

Figure27: The Innovation Radar

Robert

to Innovate MIT Sloan Management Reviewpril 2006

Go to Table
of Contents

t's re

(Who)

ssearchers Mohan Sawhney, Robert C. Wolcott and Inigo Arroniz

TRe. 12DWerdntt\Waystfor Gommhnids n |

d c

w

go


http://sloanreview.mit.edu/article/the-different-ways-for-companies-to-innovate/
http://sloanreview.mit.edu/article/the-different-ways-for-companies-to-innovate/

KEEP INNOVATION SIMPLE 105

out on the radar) and notso-strong (closer to the center of the radar), and by comparing their
organizations map to those of corpetitors, you can identify opportunities for innovation that leverage

your strengths, address your weaknesses, and move into bagean like space.

The Ten Types of Innovation

Authors Larry Keeley, Helen Walters, and Ryan Pikkel also want to encouragetg/think of

innovation beyond the goods and services you offer.

In their aptly named book.Ten Types of Innovation: The Digline of Building Breakthroug/$8*
they outline ten areas to consider when looking to create vald#ferently.

Figure28 shows the list of ten opportunity areas that Keeley, Walters, and Pikkel came up with. It

is worth looking into all of these areas, and consider how you may be able to do things better.

Ten Types of Innovation

What to Innovate How you...

B
..employ distinguishing features and
Product Performance i o

Offering Configuration

..create complimentary products
Product System et i
i il

Experience

Source: Ten Types of Innovation: The Discipline of Building Breakthroughs
Figure28: The Ten Types of Innovation

While both the Innovation Radar
and the Ten Types of Innovation
provide similar stimulus to look
beyond just new products when
seeking to innovate, experiment with
both of them to see which best suits
your needs.

However, dondt
be 0n e nleshywu hadte same
other means of stimulating and
expanding your thinking. Taking a
diverse approach to innovation
strategy has been shown to add
value to businesses, and to improve
survival rates of organizatiori®?
Strateges that derail while operating
on a single track invite disastrous
consequences.

204 |_arry Keeley, Helen Walters, and Ryan PikKeh Types of Innovation: The Digiine of Building

BreakthroughsJohn Wiley and Sons, 2013

et

2051 t hai Stern and An drbesmesBdiversificatiah & teshootogpteosid t h i n

i ndu s $tratege Management Journdilay 2004.
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The Value Web
Al t hough it is said that i1t is better to give

for your product offerinegsi,t yfoauur wommg ibfe yadu ed

return. How do you determine how to

get that value returned? MaPPing value

Value web mapping is a tool that
can help stimulate thought around
who gets value from your offering,
and who can best pay for it. And yes,
the tool issimple.

Start by considering someone
who will benefit directly from the
innovation you bring to them. For a Who Values
business, this would typically be & In“:::tzon?
customer with whom you have direct
transactions. In the nonprofit world,
this could be someone that your
servies directly help, such as
someone suffering from a particular
disease.

Ask yourself three questions aboult

Your
Innovation

this person or group that will re(:"(:"'\/(:"Figure29: Mapping the valie that your innovation brings to the people who w
value from you: benefit from it.

1) Why do they benefit from your innovation®Vhat is it about your solution to their problems
that brings them value? What physical, mental, emotional, or social impact does it make? Does
it help them directly, or does it help them to serve someone else? Does it create new
possibilities for them? Does it free up resources that they can tlidmvote to other things?

2) How much do they benefit2s it something critical to their lives, or simply a nite-have? How
much value do you deliver in comparison to other alternatives that they can consider for solving
their problems? How easily can they switch froome solution to another? Is the benefit lorg
lasting (even permanent) or shoiterm? How much of the benefit will they perceive versus
what can be physically measured?

3) What transaction challenges do you face with this person or group@ you have the aHity to
interact directly with them? How easily can they obtain your solution versus alternative
solutions? What resources do they have to offer you in exchange for your innovation (which

Go to Table
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will typically be money, b u txchanges df goods,lsesvicest a k e
volunteer time, etc.)? What complexities exist around the transaction, such as legal/regulatory
issues, storage and delivery, or measurement of value?
Note that one customer is just a start. You will (or at least should) haegtipular customers in
mind as you create your innovative solutions, but there will never be just one customer or set of
customers that get the exclusive benefit of your product.
Thatds where mapping out the full value web <c
As you can se in Figure 30, the value web
consists of repeating the initial exercise for all of the
people or groups who benefit from your innovation.
Go through the steps above for not only the
primary beneficiaries, but also for secondaryr o
even tertiary beneficiaries. Consider not only your
cust omer s, but al so your
Consider not only your customers, but also the
producers of both complementary and substitute
goods and services that will go along with your
innovation. nsider not only your customers, but

Figure30: Value web mapping helps to create a structure al so those wh o wi || benef|
around the complexities of the market for your innovation.  benefits.

A direct customer transaction of value for value is obvious, but perhaps the other considerations
mer it some exampl es. Letds dagewouYau&v ea cBonues
innovation that makes them taste better than their current sweagym-shoe-insole flavor. Your first
t hought may be about the grocery stores that y
which they should surelyalue, right?

But you must think also about their customers. After all, your product is just a means for your
customer to serve their customers. Those people will benefit from having a new source of all the
nutritional benefits of Brussels sprouts, withotlite nauseating agony of eating the original variety.

Might there be a way for you to get value from them directly?

And what about the producers of complementary and substitute products? Perhaps those that
made a variety of flavorings in a vain attempt tmask the flavor of the original will be hurt by your
innovationd will they fight against you, perhaps by scaring potential consumers with fears about what
ungodly science you performed to make such a vegetable taste like actual food? Or what about chefs
who have been searching for the next big thing
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of green leafy goodness may be just the thing, and they are willing to support you in efforts to further
refine your product.

And what about those who benefiindirectly from your product? Previously, few would eat Brussels
sprouts on any occasion other than &iple dog dare, but now there is potential for so many people
to eat them that the whole conmunity would healthier. Perhaps there is a grant from a heart disease
nonprofit or the Brussels Sprout Appreciation Society that can return value to you?

In the process of developing a value web, you can uncover opportunities and business models
that mayprove more rewarding than restricting yourself to the narrow view on just a direct customer.

This is particularly important for nonprofits. Often, the customer being directly served by their
products lacks the means for paying back a reasonable value. @8wurces, such as donations, grants,

bake sales, and dunking booths need to be explored. The value web exercise will help to do just that.

Innovation Roadmap

Finally, one last tool to help your
planning process is the Innovation
Roadmap. Like a roadmap of
traveling2®® the innovation roadmap
helps you to identify how you want to get
to where you want to go.

The concept is simple. Starting witl
where you believe the consumer is goinc

Simple Innovation Roadmap

TimeO | Timel | Time2 | Time3 | Time 4 | Time 5

to be??’ at some time down the road, you ——
plan backward to where you arenow, Programs
identifying the key activities that need tc Resoumes

Required
happen and milestones that need to be

Figure31 Use tte Innovation Roadmap to plan your journey from
where vou are now to where vou (and vour customers) want vou to k

206 Hopefully the various GPS navigation systems have catised you to forget the days of using
roadmaps to figure out how to get someplace. Ah, the joys of trying to find 308 Hickory Street in
section D7 of a tattered paper too big to hold flat with outstretched arms, printed inp®int font,

and covered in gease stains from the burgers, fries, and shake spilled on it during long road trips.
Oh, and the refolding! Kids these days will never have such vigiatial brain challenges to keep
them mentally sharp.

2071 8 m s p e oidirfg the tanpting bukclichéd quote so overused in business today: Jason

KirWhy Businesspeopl e wondt, MatkoapnSestemberR4,2diht Gr

Oh wait. Does this link count as using that quote?
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achieved in order to reach your destination.

Working backward from the anticipated need, you identify the produsolutions that you will want
to create, the marketing and technology programs that need to be executed, and the resources

required to execute those programs.

The roadmap helps you to identify what you need to do right now in order to achieve your leng
objectives.
term paper

ter m i
due to
Jerryéos

wr
Di cky

nnovati

on
t hat
Mo e

t e

Plan your work, then work your plan.

Creating the Innovation Plan

So
cohesive plan.

now youodve

done

al |

Simple Innovation

Dondt

hi s

Plan

great

be 1i ke

anal

Yy S

involved?

partners provide?

What are the roles and
responsibilities for all the
players?

authority?
Who funds what?

Input Management

Wheo are the key suppliers?
Are there external partners

What resources can these

Wheo has what decisicn-making

How are the funds secured?

Technical Requirements

What technical challenges need
to be overcome to meet the
strategic objective?

What technical development is
required to overcome those
challenges?

What time constraints are
involved?

Resource Requirements

What functions of the
organization need to be
involved in development?
What customer involvement is
required? |s possible?

What market knowledge is
needed?

What external help is needed? Is
available?

What time, money, and people
are available?

Strategic Objective
How will innowation efforts
deliver against the strategic
plan?

What customer/client problems

are we trying to solve? (Unmet
needs)

What current solutions are we
offering?

What current competitive
solutions are out there?

How can we provide unique
and superior sclutions?

What are the top priorities of
problems to be solved?
What is the urgency for solving
each problem?

Market Requirements

What customer segments are
involved?

How are these segments
different?

Is the end user of the product
the same as the customer?
Whe is the customer's
customer? What are their
needs?

Wen do they need the solution
you are offering?

Distribution Requirements

What distribution channels are
available to reach the customer?
What channels are most
effective for meeting strategic
objectives?

What are the costs of various
means of distribution?

= What time frames are invelved

for different means?

Output Management

How do the products and
services deliver value to the
customer?

How deo customers want
products delivered?

What are the relationships with
customers?

How do we communicate with
customers?

Delivering Value

How does the organization deliver value to the customer?

What is the cost to the organization of providing that value?

How are costs distributed among required resources?

What channels are most effective for meeting strategic objectives?

Receiving Value

» Forwhat products are your customers willing to pay?

* What is the customer willing to pay for that value?

* How does the customer return value to the crganization?
.

.

By what method would your customer prefer to return value to the organization?
How are revenues distributed among varicus sources?

Figure32: the one-page Simple Innovation Plan
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Full confession: this is a blatant ripff of the BBusiness Model Canvds of Al exander O
and Yves Pigneyrbut adapted to the specific needs of an innovation organization. The original is a
great to o | , no doubt. One that |l 6ve wused mysel f.
canvas/business model/strategy, you could then use the Innovation Efémo help develop your
innovation strategy.

This tool gives you a siple means of thinking about and capturing the key elements of an
innovation strategy?®?

AThe objectives of overall innovation efforts;

AThe role of innovation as part of the overall strategy;

AThe human, financial, and timeesources available and allocated to the plan;

AA diverse portfolio of strategic projects;

AThe scope of innovation efforts (target customers, applicable technologies, and product

categories);

APlanning over both shor and long-term 220

The plan should flow from the overall organizational strategy. The organization wants to achieve
something, and has put a plan in place to achieve it. The question to be answered with this tool is how
innovation will contribute to achieving that gective.

Notice that this is a onepager. One page One. Keep it that way.

Remember, a big part ofvhy simple work&tis that it will actually be used. If you turn this thing
into a 9-box version of the complete works of Mar¢®roustz2it will not be used. By anyone. Ever.

AsDonald Sulland Kathleen M. Eisenhardiut it:

208 avoided the use of the word o0canvasé6 even t|
confusion with the ot herdeal witmall these tools getticgaamedfar . Wh
an art medium?

2°Robert G. Cooper DavelabindacPotutt Indovatios dnagl €echinalogyd
Strategy for YouBusiness ResearchlTechnology ManagementMayJune 2010.

20Wwe 611 focus on t thechapterlomprtiolid nvamagementark.a. scat juggling).
2lFormor e on what simplicity WhsSimoéd swley i onh.wor ks,

212 3Taking on his severvolume novel,Remembrance of Things P&ss the reading guivalent of
running a may aGutoenr.an,Jialm Search of Proust: A
French Noveli st , Chicago Qibuegkabivarynls, 1999. Why ? 0
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ONhere does strategy live in your organization? If the answer is on a shelf, you have
a probl em. Stratickgindergst dands Whereinhheyh go
rules, in contrast, represent the beating heart of strategy. When applied to a critical
bottleneck, carefully crafted, and used in a mindful manner, simple rules can guide the
activities that matter. In a wdd of hard tradeoffs, they are one of the few ways
managers can increase alignment, adaptation, and coordination all at ofé.

t

It wi || be tempting with this and other tool
subtle details that somebody somewhere might
missed anything, so in addition to including the kitchen sink, you will want to add the refrigerator,
oven, coffee maker, and combination egglicer/grape juicerDon 6t do i t !

Keep it simple. Focus on the important few points that must be captured, not the trivial many
points that wondét really matter. Just enough

ways to capture the excruciating detail.
The simple strategic innovation plan can be used as what some people call a Product Innovation
Charter (PIC). Personally, I donoét | ike that

<
~

n e

that i s so Iimportant t o pefeotp RICstherara a mgnent dactduse H o0 \

that is how the academic literature refers to it.

PICsprovide the three Cs necessary for strong strategic executiGn: ar i pcat i oand Cod

Common Language? To achieve this, the most innovative firms get specific in their PICs. There is a
clear connection to the vision and mission of the organization. There are standards of beimavi
established. The language used has clearly defined common meaning for everyone in the
organization.

Several components of PICs have been found to differentiate between highly innovative
organizations and the rest®® Components of the strategic objectives will include concern for
employees, concern for society, concern for shareholder, concern for suppliers, amacern for

BDonal d Sull and K &implé Rulesfor MComiiex ¥ erlddaraard Businesd
Review September 2012.

24Chri s Bart a mePafermanseimp&ctiof Gontént anddProcess in Product
Innovation ChartersJournal of Product Innovation Managemeanuary 2007.

213 bid.
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customers2L® Strategic components of the PIC should also include metHésf success (both financial
and nonfinancial) and the technology arenas to be leveraged.

A strong new product development strategy consists of both a technology strategy (the e al i t vy
part of innovatiort*d and marketing strategyt(h e o v al ue 6 P2 SBotthe sirfipleistrategicv a t i
plan clearly captures both. Herebds how it works

Start in the center with this t oi®oHox,brigflycapture e b o
what 6s i mportant about questions such as:

A How will innovation efforts deliver against the strategic plan?

A What customer/client problems are we trying to solve? (Unmet needs)

A What current solutions are we offering?

A What current competitive solutions are out there?

A How can we provide unique and superior solutions?

A What are the top priorities of problems to be solved?

A What is the urgency for solving each problem?

That will serve as your starting point for the rest of the document.

Tot he |l eft, then, youdll | o @ khe tachnical sige.urTo the right,d t h
outputs and their associated revenud&sthe marketing side.
Personally, 1 I|ike working from the ceningsr an:¢

stay connected to the strategic imperatives. However, you can fill it out any way you please, as long
as you keep it succinct and cohesive.

Working out to the left,brief)Y2°c apt ur e what 6s i mporasant about ¢
218 ooks to me like the best innovators aretheltes cor por ate citi zens. Jus
2"fFor more on innovati on ineovatidn fosFun agdlProfiio anlde sec't

dnnovation for Fun and Notfor-Profit 6

2BEogr more on how innovati on Whatha#&%lilsnnealationn t hi s
Anywayd secti on.

PHar r y NRpreduat Dewelopment Strategy: An Integration of Technology and Marketing
Journal of Product Innovation Managememdarch 1985.

220 |s the message of brevity getting toru g h ? |l tds i mportant to be bri
Keep in mind that keeping things brief, to the
are not synonymous.As Woodrow Wison said about his speechedf I@am to speak ten minutes, |

need a week for preparation; if fifteen minutes, three days; if half an hour, two days; if an hour, | am
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Technical Requirements

1 What technical challenges need to be overcome to meet the strategic objective?
1 What technical development is required to overcome those challenges?

1 What time constraints are involved?

Resource Requirements

What functions of tle organization need to be involved in development?
What customer involvement is required? Is possible?

What market knowledge is needed?

What external help is needed? Is available?

What time, money, and people are available?

= =4 4 -4 A

Input Management

Who are the ke suppliers?

Are there external partners involved?

What resources can these partners provide?

What are the roles and responsibilities for all the players?
Who has what decisiormaking authority?

Who funds what?

How are the funds secured?

=4 =4 4 -4 4 A 2

Delivering Value

1 How does the organization deliver value to the customer?

1 What is the cost to the organization of providing that value?

1 How are costs distributed among required resources?

1 What channels are most effective for meeting strategic objectives?

Working out to the right, briefly¥?'c apt ur e what ds i mportant about

ready Intodws. teasy to just rattl e off atakésdhoughiful o f
effort.

221Consider the brevity horse dead and beaten.
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Market Requirements

What customer segments are involved?

How are these segments different?

Is the end user of the product the same as the customer?

Whoist he customer 6s customer ? What are their r
When do they need the solution you will offer?

= =4 4 -4 A

Distribution Requirements

1 What distribution channels are available to reach the customer?

1 What channels are most effective for meeting strategic objectives?
1 What are the costs of various means of distribution?

1 What time frames are involved for various means?

Output Management

1 How do the products and services deliver value to the customer?
1 How do customers want products delivered?

1 What are the relationships witkustomers?

1 How do we communicate with customers?

Receiving Value

For what products are your customers willing to pay?

What is the customer willing to pay for that value?

How does the customer return value to the organization?

By what method would your astomer prefer to return value to the organization?
How are revenues distributed among various sources?

= =4 4 A A

So now you have a ongpage innovation strategy capturing all the key points of your analysis,
backed up by some simple tools that stimulated your thing. Time to take a coffee break. Right?

Nope.

Do it agai n. Yep, thatds right, do the I nnov
perspective, with a different set of assumptions. Think about what could go wrong with your plan, and
think of a dfferent approach that might avoid those issues.
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Remember (plans are uselesgut planning is indispensablé&?? It is this kind of planning process
that will help you in the actual execution. Preparing multiple plans in thesggery?22 process will give
you two distinct advantages over stopping at one.

First, you may discover that the first plan, as drafted, was not the best plan. Either another plan
turns out to be superior, or additional timking from a new perspective helps to modify and improve
on the original.

Second, you have contingency plans in your pockdthe beg-laid plans of mice and men fien
go awry?2* after all. Best to be prepared for the goingwry in advance, rather than doing the
impromptu?2 scrambling at the time of going awry.

So while redundant effort may not seem simple, in the long run, it is.

A Word (or a Thousand of Them) o®pen Innovation

Since Heny Ch e s br o Wpgeh hisovation: dhe New Imperative for Creating and Profiting
from Technologya decade ago, open innovation (affectionately or derisively known as Ol, depending
on your perspective) has been a hot topic in innovation and product devetoent circles.

Procter & Gamble has served as a primagxemplar on thetopicThey | aunched t he
and Developdé program, and for years there were
and how they did it.In 2009, P&G was named business Week as one of 25 most innovative
companies in the world, touting their Connect & Develop as a key reason for their success.

More recently, the articles have been about the failures and where they went wrong. In 2012, a
Business Week headlinerda 0 At Procter & Gamble, the I nnovat
companies with more otraditionaldé (meaning 1int
marketplace.

222 One of the famous aphorisms of Dwight D. Eisenhower, as quoted in Richard NiSonCrises
Doubleday, 1962.

223 There | go again, using that madep word, even after | promised not to. Such a fun word.

24But even strategery isndt asMikeMgers Séotish brogoe s ay
and saying 0Tae a Moose, 0 the t idlddedtodife, atldagin Sc ot
the English tIoaMosdetat i on call ed 0

2] candt hel p but t |badtine requiremiha forkan improanptinspeechiwi t t y
wish it was easily captured in a pithy quote, but theinteet has it wr ong, and |0
getting those right.
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Or look at Quirky. Started in 2009, Quirky leveraged an open innovation creagircing model to
come up with innovative new products. As late as 20¥8redmagazine was hailing their partnership
wi t h GE a sconguer tha intertebof thhgs 6 Less than two years
bankruptcy pr guegtions abouhhow fardhe srowebgsedomodel of innovatn and

product development can god
WhatgivesDoes oOoopen innovationdé work or not?
Well, first | suppose we need to know what we are talking abadhesbrough expressed thelosed
i nnovati on prapanesd mustngenarate tlieic own ideas and theredelop them, build
them, market them, distribute them, service them, financethem and support tmem o
the open innovation paradigm, ofirms can and sh

internal and external paths to marke2266

So basically, a closed innovation system is a-itgyourself approach, and an open innovation
system is an #takesa-village mindset.

But all real innovation systems lie somewhere in between those extremes.

Being cbsed has its advantages. You control everything, and you own all the riches at the end of
the internallydeveloped innovation rainbow.

Being open has its advantages. No matter how smart and talented the people in your organization
are, there is someone,@newhere who is at least as talented, at least as smart, and has a different,

perhaps better, solution to the problems you f
Looking outside gets new and superior ideas into your organization.
So akey mnsideration of any innovation strategy is how open to make NNot i ce | di d

whether to make it open or notOpen innovation is nota binary2’c h o i ¢ e ,an onfoffssvitcm o t
An innovation system is never eith@pen or closed.Rather, there is something more like a continuum
of openness.

As you are thinking about your strategic opportunities, and wondering how open innovation might
fit in, consider the Ol strategy matrix shown figure 33. If your identified strengths play well in a
market that is attractive to you, then do it yourself. If your strengths play well in a market that is
unattractive to you, consider looking for partners that may want to use what you halvghere is a
mar ket that i s attractive to you, but it doesn
who is strong in that arena, and who would be willing and able to help you get there. And it should

226 Henry ChesbroughOpen Innovation: The New Imperative for Creating and Profiting from
TechnologyHarvard Business School Pre2606.

227 That reminds me of one of my favorite nerdy jokes: There are 10 kinds of people in the wérld
those who understand binary, and those who dond
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go without saying?® that you should avoid getting into ugly markets where you have no strengths. If
you are already there, get out before that market goes @mityville Horroron you.

Not e t meetr sthp prst6 come in all shapes
and sizes. It can come from customers, suppliers, Open ]nnovatl'on Guida nce
universities, online collaboration tools, or
organizations in different industries. It might even
be an archrival that you join to take advantage of
your mutual strengthg2®

Think of it like a doorSome doors are closed
most of the time, only opening for rare access.
Some doors are rarely closed, and only for special
circumstancesOther doors have screens that let
fresh air and light in while &eping annoying pests
out. Some doors have mail slots or little doggy
doors.Some are o0Dutch do¢

N

Partner Develop
(Give) In-house

Avoid/ Parther
Divest (Get)

Organizational Strength

\ 4

Market Attractiveness

and bottom open separately.There are lots of rigure3s: A thought stimulator when it cones to figuring out
different kinds of doors. and they can all bethe resources you need, what's available, and where to go frc
.’ . where you are.

opened or closed to varying degreessuch is true
for Ol 0 lots of types and degrees of openness.

Open innovation efforts will take different forms depending on whether you are developing new
services or developing new physical good¥ New service development requiresotlaborations built
on mutual trust (a relationship and ownership sort of dimension), while new physical product
development requires joint operations based on mutual engagement and shared responsibilities
(more of a system and process dimension).

Such isthe state of open innovation.Crowdsourcing. Co-creation. Expert networks. User

communities.Collaboration sitesGrand challengesTech scoutingAll sorts of open innovation doors.

28But 18611 say i oftheroughmeassy, f or the sake

229 A great example of this is Glad Force Flex trash bags and Glad PneSeal plastic wrap, which

| everaged Clorox6s brand and technical capabili
proprietary technology developed for their diaper business. Perhaps there is hope for all bitter rivals

to one day find such peace.

20St ephani e C. Schl ei merConparidon & NeawlService @rsus Sléwu | ma n
Product Development: Configurations of Collaborative Intensity as Predictors of Performarice
Journal of Product Innovation Managemeruly 2011.
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All innovators everywhere and always have done some sort of open innaratOkay, maybe the
cave dweller who invented thdirst wheel did it all alon€2! but no one has sinceWe are always
learning from others, borrowing from others, speaking with others, partnering with others, selling to
others, buying from others, collaborating with others.

Suppliers bring ideas to manufacturersConsumers write letters with ideas or complaints.
Consultants are brought in to help with technical or business issirRetents are mined and intellectual
property is licensedJoint partnerships are establisheAll of that can be part of open innovation, and
itds been going on since g Arabiarebsizaarser e being put

That ds why i nnovations have bargsgtoops of meaple pagked e e n
together in a confined space are naturally going to interact with one another mofée opportunities
to bump into someone, learn from them, connect with them, and partner with them is just going to
happen more often in Tokyo thanr Greenland32

The difference now is that the ability to connect with others has exploded in recent yaafigh the
everincreasing opportunity to interact with people not just in your neighborhood, but practically
anywhee on the planet, you are no longer limited to talking with your neighboiG.o mmuni t i es a
limited to geographic locations, but now exist for all sorts of common interests and activitiesean,
if there can be aBrussels Sprout Appreciation Societhere can be a virtual community for anything.

Perhaps even more importanthan the exponential increase in serendipitous encounters is the
ability to seek awit expertise through social media and open innovation websitést 6 s easi er t
before to learn the needs of your consumers, to generate ideas to solve their problems, and to find
people with the expertiseéo bring those solutions to life.

| t 6 s d theesgapanof this book to go into detail on each and every type of open innovation
program out there.But reading this, you may be thinking)f ithis open innovation thing is so great,

why doesndt everyone open their i nnovation proc
Because, like all good things, open innovation is not all dancing ponies and cupcakes with sprinkles
on top.

Anything that has value also has costs, and open innovation is no exceptiord the costs can be
complex, given the variety of forms that open imvation can take.

231But | coubt it.

232 To find out more about where you should go to stimulate more innovation, check ddavid B.
Audretsch and Maryann P. FeldmarKnowledge Spillovers and the Geography of Innovatjord
Handbook of Urban and Regional Economics, Volum&eD3
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First, there isculture2® Yes, | am a broken record on culture, culture, cultur@emember the
competing values framework The horizontal axis represented internal focus and integration versus
external bcus and differentiation Guess which side is more likely to embrace an open innovation
model? Clan and hierarchy cultures with a strong internal focus will face a good deal of resistance
trying to collaborate with the outside worldUnderstand the impactyour culture will have before
embarkirg on an open innovation program @r any program for that matte}.

Even if you can fit an open innovation approach within your organizational culture, you need to
design the organization and processes in a way that thegn effectively handle Ol efforts:illthe Ol
part of your organization with people who are entrepreneuriand collaborative Diplomats with good
communication skillsNetworkers who can see possibilitieSimply telling the existing organization to
go forth and openly innovate will generally lead nowhere.

Then there is the challenge of customer ideaBustomers have limited ability to truly innovaté?
Simply offering customers aY ousgtlgrceuntable numiesof wo n
suggestions for oinnovationso6 | i ke making your
on your restaurantds menu, or addi ThgeqgvalerhaFa pi
Henry faserbde?® 0

The problemsolvers have their own interests, to®/ho owns what, and who owes whom what,
are negotiation and legal challenges that must be worked ouh. the US, recent changes to patent
laws(and further proposed chages)add another layer of complexityas inventors and organizations
adjust to the new approach#2¢ And more change is likely on the horizon, with higprofile challenges
to an oOout datedd system.

Opening up your innovation efforts can pay big dividends, but as with all reward opportunities,
there are associated risks. Proceed with cautious optimism.

2For more on culture and the CoQuiusi i mtga pvtad ru.es |
Z4For more on how to get at tHheCVecihaetef .t he Cu:

2°For more on Henry For ddppliesftoagally unslerstpoding yourand how
cust omer , Vog®of theoCudtomed Wihatitl sth 6sect i on.

26 i sa Sh Ratehtmitigation Will Never Be the Same Again Cor por at e Counsel
2015.

'St eve Slaonsung®s Patent Loss to ApméweyYorkEmedppeal
December 14, 2015.
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What to Do with Your Strategy

Okay, so youdve created a latibnslat egi ¢ i nnovatio

Now what?

Now, communicate it. Then execute it.

That s when apsedfbhemsneasamres of success donodt
capabilities, culture, systems, and/or mission of the organization, the internal conflict will make
achievng your objectives impossible.

Take the example of IBM under Lou Gerstner. Among the numerous changes made to turn IBM
around, one of the most critical was a change in the compensation syst&khile demanding that
business units be more cooperative andustomerfocused, the compensation system encouraged
internal competition and operating within silodJntil that conflict was identified and resolved, the
stated objectives remained unachievable.

Similarly, if you are in a Hierarchical culture with a Defendstrategy type, but you decide to
measurehow radicalyour innovations are you are likely to be severely disappointe8imilarly, if you
are in an Adhocracy with a Prospector strategy type, but set out to achieve the efficiency measures of
a high-volume, low-product-diversity manufacturer, you are likely to be severely disappointed.

This situation usually arises when a competitor, industry rival, or-keetiwn organization has some
success publicized, leading other organization leadeost hi nk , @ Wet maSomewharep . 0
someone releases an innovation, and a hierarch)
breakthroughs, 6 enshrining the commandment on s
the hallways.

But the hierarcly also commands that the breakthrough must meet all the same requirements of
a shortterm productivity investment, with a virtually guaranteed return on investment in a fixed period
of time. Failure to achieve objectives will be met with the standard flaggs and rolling of heads.

Sign me up for that!

Look, if your organization wants to retain its hierarchical culture, and pursue a defender strategy,

t hat dJsu sfti ndkbcondt expect radical, br eldhlketyh rdondgdh ihre
by fiat.
For now, the focus is on aligning your expectations with your strate§yDefender strategy is going
to produce high efficiency, with slow, incremental change at a deliberate paée. e s umabl y i f
what you want, i f thdt ds awhbast wkfhiatts fydwsr ymiug s ican
Just dondt measure your success based on inno
The worst thing you can do is choose that str:
not delivering s ome tdéivenTgh aytodus alriekned te nsbeatr kuipn gt 0o n

cream diet and getting frustrated that you aren
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How do you choose the strategy type to follow?

Rather than worry about categorizing yourselfintoen o f Mi | esfouraategori€s nnake 6
the conscious choice of whether to be a leader or a followélearly define the target market you are
after, and whether you are going to try to dominate it or accept a smaller share oTiien define your
strategy in terms of whatypes of innovation will deliver against the objectives whether it is
incremental or radical, whether it is a product or service, whether it is a business model or internal
system change that benefits the customer and the organization.

Communicating ér Execution

Disseminating a strategic plan throughout the organization is both critical and dauntings critical,
because the strategy cannot be executed effectively without the alignmeobordination, and
collaboration of all parts of the organizatin. 22 Alignment ensures everyone understands and agrees
to pursue the same objective; coordination ensures that all the individual parts are working together
as an effective whole; and collaboration ensures that communicatand feedback between parts
drives efficiency and continuous improvement in the execution.

It is daunting because any strategic plan will be open to interpretation by different business units
and functions, based on how things have been done in the pasesource availability and capability,
and differences in managerial involvemeft? A host of cognitive biase&° will also interfere with clear
interpretations of even the most eloquentistated strategy.

What can you do to ensure strategic alignment?

Focus on the simple strategic plan document.

The simple strategic plan, once completed, will help guide project and portfolio decisions. The
planning document provides the opportunitytoegpower executi on teams wittfh
0 the authority to make decisions within defined limits. Bounded autonomy is a little like driving a car:
you are free to choose where you go (autonomy), within legal limits, like driving on actual roads and

Z8A1 t hough this seems to be a sdifzdtienmRonadSalf t he
Rebecca Homkes, Whan&traledy &xedutos UnBaveBdnd What to Do About It 6
Harvard Business Revietarch 2015.

239 Serdar S. Durmipglu, Regina C. McNally, Roger J. Calantone and Nukhet Harmanciailaw
Elephants Learn the New Dance When Headquadé&hanges the Music: Three Case Studies on
Innovation Strategy ChangéJournal of Product Innovation Managemeduly 2008.

2 For more on cogni Cagnitee Binsed soBct go t o t he 0
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not through peopleds backyar tside shappingonsaksboandeud)o o | P
Bounded autonomy can be a powerful lever for driving wehrgeted strategic innovatiog**

A tightly defined and welcommunicated simple strategic plan will define the boundaries for
innovation, which minimizes the need for managerialijnposed ad hoc decisions. That, in turn, means
that teams can make their own decisionfseeing management to more strategic tasks. Not a bad deal
for anyone.

One trick for good strategic execution is tosg multiple metric$42 Thesemetricsmust be captured
in the simple strategic planning documetéAs John E. Jones, the | eade:i
measured gets doneWhat gets measured and fed back gets done welWhat gets rewarded gets
repeadfed. o

Metrics to which the organizatin pays attention and for which people feel consequences are the
ultimate determinant of what your strategy really igour strategy is not really what you put into words.
| t s wh at y 0 u ctiang thnowgt adcisions) mdasuremant of performanceand
consequences for action§&aying you want to do one thing, while rewarding people for doing another,
means that oOthe otherdé is your real strategy, W

Davi d S. MaBagenfert codtrol systems across different modes of innovation:
Implications for firm performance Management Accountig ResearchSeptember 2015.

2For more on innovati on ineovatidn forsFunagddProfiio anke s e cf
dnnovation for Fun and Notfor-Proft. 6

243gerdar S. Durmibglu,et . al . OEl ephantsé article.

244 My search for a source of this quote yielded only a bunch of repetitions of the quote online.

Even published books citing this quote referenced online sources that were not subsequently
referenced. So it is entirely possible that John E. Jones, leadership guru, nevet said s . Al s o,
confuse thisJohn E. Jones with US District Court Judge John E. Jones, who ruled that teaching
intelligent design in public schools is unconstitutionalhat John E. Jones has entirely different

quotes for an entirely different book.
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Simple Study Guide Strategy

What is the definition of strategy?

What are the four strategic types according to Miles and Snow?
What is a SWOT analysis?

What i s a oOblue oceand?

What is the Five Forces Plus analysis?

What is the innovation radar?

What are the ten types of innovation?

How does a strategicoadmap work?

How do you go about communicating a strategic plan?

What is the most important outcome from creating a strategic plan?
What is bounded autonomy?

What does oO0open innovationd6 mean?

=4 =4 4 -4 4 4 4 -4 -9 -9 -9 19

Full Table of Contents

Control Creation Conversion
Mission Voice of the Customer Innovaion Teams
Culture Project Management
The Mental Game of Innovatior
Strategy For-Profit Metrics
Portfolio Management Ideation Nonprofit Metrics

Managing Organizational Change

Send Feedback, Comments, Ques

Or just turn the page to keep readingé
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Cat Juggling (PortfolicManagement)

The Core
of
Innovation

Contro\

Cultyre  strated’
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Simple SeHAssessmend

Portfolio Management

Rate yourself on the following questions. To benchmark yourself against

others,complete the online survey here

1 How well balanced is your innovation portfolio?
Like a dizzy toddler Like a Wallenda on a tightrope.

| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Do you keep your portfolio of projects within your resource limitations?
Trying to do too much
with too little Just right
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Is your organization willing to put pet projects to sleep?
We are a nakill
stray project shelter We prefer bullets
1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Does your organization consider all the possibilities when assessing risk?
We dondt bother calculating risk We evaluate all scenarios.
[ 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10

1 Do you have strategic buckets defined for your organmat

I'tés on my Yes, and not all of our
bucket list to do eggs are in just one
| 1 [ 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 10

1 Do you use formal evaluation tools to analyze your portfolio?

We just use You should see the
a hammer. tool box. |
| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 10

1 How flexble and adapable is your portfolio process?

As rigid as We can adjust like an elastic
concrete waistband on Thanksgiving.
1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 10

t q
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Simple Summanry Portfolio Mgmt.

Key takeaways you should get out of this section:

1 Balance is the kgto good portfolio management. Balancerojects over theirdegrees of
innovation, time horizors, business ung, customers etc. Take multiple perspectives of
your portfolio to determine the right balance for your organization, and your objectives

1 Live within your means. Resource constraints must always be considered. Focus on t
important few rather han the trivial many. Butdn 6t use resource
excuse not to innovate. Sometime#jey can actually encourage inovative thinking.

1 The toughest choices are never between good and bad. Those are easy choices. The
tough ones are between good and good.
better. 6 The most <critical fol®manageneehtisc h
couraged having the guts to make a tough decision.

1 Risk on a roulette wheel is easy to calculate. Risk for an innovation project is not. You
need to evaluate multiple scenarios, estimate odds under conditions of uncertainty, ar
consicer a variety of scenarios. And the element of risk that is most often forgotten is t
risk from inaction. The status quo is not ridkee.

1 Diversification of an innovation portfolio is as important as diversification of a financial
portfolio. It is a wayto mitigate the riskinherent in innovation Diversification should be
considered along the dimensions of risk/reward, time horizon, and business area.

1T Strategic Obucketso can be a hel pful ag
of investment, with resources assigned to each. Three possible buckets are for
incremental, evolutionary, and radical innovation. A prospector strategy might allocate
10%, 30%, and 60% respectively, while a defender might allocate 75%, 20%, and 5%
respectively. Having such resource buckets ensures at least some balance along critid
dimensions for your organization.

1 Fourquadrant portfolio evaluation tools are simple ways to gain insights on the balang
and strategic impact of your portfolio. These ta®ldeliver powerful information visually.
Make sure that you use multiple approaches, though, as no individual fouadrant
chart provides the one right point of view on the portfolio.

1 Project scorecards are effective tools for evaluating projects agaeeth other on criteria
that the organization has identified as important. The specific calculations that the
scorecard performs are not as important as the required thought processes and
discussions among decision makers. The scorecard process can helplwatbad
projects, and provide an objective means of comparing good projeastéth each other.

1 Portfolio management is not a ondime event, but an ongoing process. Individual
project decisions should be made in the context of the overall portfolio. Apdrtfolio
decisions should be resvaluated as new information comes to light. The process need
to be flexible and adaptable to changing circumstances.
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Walking and Chewing Gum Simultaneously
When people are trying to do many things at the same timehey often compare it to juggling.

oOHevy, Pat, can we meet at 4:007?60

ONo, | &dve got too many balls in the air right
OHow about tomorrow?o

ol 6ll see if | can juggle my schedule around.
oThankséand can | borrow your?6red rubber nose

Portfolio management is another case of professional juggling. But instead of juggling balls or
clubs, i t 6s mo#® eotslofi skreechingiagdghissing, dpair dlyangy @l over the place, and
blood almost ertainly being drawn.

Okay, maybe itds not quite that bad. But proj
you, the portfolio decisiorma ker , f or the chance to survive. It

Pleasant, no, but vitally important, yes. Goathovation portfolio management can make or break
an organizationds innovation efforts. |1 t0ds quit
due to strong portfolio managemen® T| was a successful higiolume/low-cost manufacturer of
electronics. But when their markets began to demand a greater variety of specialized products with a
diverse array of functionality, they suffered. They had to radically rethink their portfolio of products in
development, aswvell as their manufacturing capabilities, just to survive.

It was not easy, but Texas Instruments now has a broad and differentiated set of products, and is
one of the leaders in digital and analog technologies. They got where they are now because they
successfully rebalanced the portfolio of product development projects they invested in.

Research has demonstrated that organizations looking to improve their innovation performance
in the marketplace actually need to improve their innovation portfolio batabeforethey may be
able to improve their market performancé Yep. You may be doing a bunch of other stuff right, but
if you get this wrong, it could all be for naught.

245 No animals were harmed in the making of this book. Unlikeaking a Disney movie

26 indaKest er , Eri k Jan HuAntEnpirika) InvaestigdtionfobtheiAetec&lentsf f i n ,
and Outcomes of NPD Portfolio Successournal of Product Innovation Managememovember
2014

247 |bid.
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Portfolio management is where organizations get strategically walk their strategic talk. Strategy
is nothing 8 maybe less than nothing if it exists in words but not in actions. Just as actions speak
louder than words among individual people, so it is true with organizations. Drafting a strategio pla
t hat says youdl | do one thing, while the projec
time and energy at best, and likely discredits the organization to employees and other stakeholders.
Portfolio management is also important, becauseniovation isa form of investment.Just like
money managers investing in financial marketspovation leaders need to managéheir portfolio of
investmentsin innovation projects And just likefinancialinvestment managemenhas some long
established gudelines for successthere are some welkstablished guidelines to help innovation
leaders manage their innovation investmepbortfolios.

Balancing Act

A good diet is a balanced diet. What does that mean? It means you eat enough diverse foods to
get the nutrients and calories you need to be healthy, while avoiding oveating and unhealthy weight
gain.

A good innovation portfolio is a balanced innovation portfolio. What does that mean? It means
you do enough diverse projects to ensure the returns your orgaation needs to remain healthy,
while avoiding committing to so many projects that your resources get strained beyond their ability
to perform effectively?4®

In practice, a balanced portfolio is one that finds the happyeaium between focus and
diversification.

Focus requires a narrow view, with resources concentrated on a few critical points. Diversification
requires a broad view, with resources spread across a number of investments to mitigate the overall
risk.

L e t Oesa lobkaak both of these competing points individually, and then bring them together
again.

248 Note that when it comes to human resources and innovation, a little bit of slack time actually

helps efficient performance. So keeping people occupied at 100% capacity will actigaitl’you to

worse performance than, say 95% capacity. If you want to be truly effective, build some slack into
your planning. Ander s Ri chtdrS®ru*e,e zR ?1rg jRIDSHt: r °Am
Organizational Slack and Knowledge Creation in NPD, Using the SECI Mafirirnal of Product

Innovation ManagementNovember 2014.
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Green Eggs and Ham

Theodor Geiselwas challenged by his editoBennett Cerfto write a book using no more than
fifty unigue words. The author better known toa generation of US young readers a®r. Seuss 6 t o0 o k
him up on the challenge??® The result wassreen EggsandHam such a popul ar and
book that Jesse Jackson performedreading from The Book of Seussn Saturday Night Live.

Essentially, what Cerf did was to set a budget for Geisel, not in terms of dollars, but in terms of
words. Geisel, as an innovator, had to work within that budget.

No business, no matte how successful, has an unlimited budget. Resources will always be
constrained. Budgeting limited resources against all the initiatives that an organization has is where
strategy becomes reality.

Different organizations have different ways of creating bgets, from top-down approaches to
bottom-up approaches to middleout approaches to complicated iterative combinations of all of
these. Inevitably, things become politicized, with all sorts of fun games to be played.

| ©m al ways di s ap priiculan stoeydormanty eanly chreet. Atlthht tinae, | pvas sent

on multiple unnecessary trips one December, bec
budget, we were likely to have the travel budget cut for the following year. Why am | disappainte

when | t el l that story? 1 dm disappointed, beca
stupidity of that kind of thinking. |l expect at
heads, thinking that | must be making that up. Iesta d |, itds generally recei
oyeah, so what, everyone does that.o6 | dondt ge

Later in my career, | saw why this happens in so many places. While reviewing a-million-
dollar budget proposal, which was putogether with hundreds of persorhours of time to get
justification down to the minutest detail (or so | thought), | was challenged by the CFO on the $500

00Of fice Suppliesdé6 |Iine item. OYou are onl go pr oj
you justify $500 next year?d6é | didnot .

In my mind, the $387 could be rounded to the nearest $500, and for something like office supplies,
what we did this year seemed | i ke a decent esti

me that a les-than-one-half-of-one-hundredth-of-one-percent portion of a budget would be
guestioned. But it was. And that led to a questioning of the believability of the rest of the budget
justifications that | had prepared.

249 Snopes verified
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Admittedly, not every CFO is going to gripeople over $113. But it helped me understand why
people would game the system, spending money unnecessarily one year so as not to lose it the next.
It wasnod6ét about doing what was right for the or
People m&e decisions emotionally. The trick then, is to align their emotions with the rational
outcomes that you want. If you want people to make decisions that are best for the organization,
dondt make it painful for t he mveltbedget oroffce suppkes b bi 1

budget, or whatever budget, because they didnot
right. |l f they accomplished their objectives f
reward t heshtheshonodt pu

|l &m sure | 6m preaching to the choir on that.

While itdés beyond the scope of this book to
budgets, | will throw this recommendation out: useero-based budgeting Avoid the silly games

described above. Not that it el i mi nabaseisondaktl t he
year method.

Regardless of the budgeting process, though, you will not likely be given all the resources you
could ask for. The bad news that you already kn

do everything you might want to do. The goodhews is that, just as Dr. Seuss demonstrated, resource
constraints can actually drive innovatiér?

In the business world, financial constraints have been found to lead to products that are more
creative, generated usingefver inputs, and developed with less costly resources. And the more
creative the people on the team, the greater the increase in novelty from resource constramts.

Just in case you are a hypeaaggressive coscutter,dordt t ake t he previous p:
to reduce innovation investment to zero in ord
something out of nothing. EveiMacGyvemeeded candlesticks, a microphone cord, and a rubber mat
to make a defibrillator

The real point here is that you candt use | i |
Allocate resources to investing in innovation, limit your portfolio of efforts to fit withine constraints,
and then innovate like crazy to maximize the return on the resources invested.

20And do n dhe infowntiveg prablemsolvingof the engineers inApollo 13when their
resources were absolutely constrained. | love a movienihich the engineers are the heroes!

Xl rene Scopelliti, Paola Cil HovDoBmaucialdonBtaists c c a
Affect Creativit® dournal of Product Innovation Managemer8eptember 2014.
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Tough Choices
If there is just one thing that | can recommend to you for strategically managing your innovation
por tf ol ip@cticefoduseddectsimimsaking discipline.
The single biggest problem for organizations trying to manage their portfolio of projects is that
they want to do everythingT hey dondt make the difficult deci s
can actually get donewell, and instead try to do anything and everything that seems to be interesting,
especially if some executive, board member, or key customer has it in their kennel of pet projects.
Hear thisnowdy o u ¢ a n &ltknow you kKnaw thatlalreadySo stop trying.
| ¢ Nt easy.You must make difficult decisiondnd t he most difficult dec
choosing between good and bad projectsT h at 6 dd ceradsty do thub. bad ones.
The difficult decisions come when you have to choose betwesmnltiple good projects. These

choices can be so hard that some have compared itdaand this is not for the squeamisBh shooting
252

puppies=3*
Before you call PETA on me for such a statemen’
understand what that mean$ all puppies are ate and
adorable.But there is a limit to how many puppies you
can take care ofYour choice is toeither pick the few
that you can properly care for, or try am fail to take
care of them all. The former allows the few to grow intc
healthy, happy adults. fie latter results in misery and
sl ow starvation. Choo&oun
havetochoo® whi ch ones wauwthatw
means also choosing the ones you will not care for.
Please note that no puppies were harmed in the &
writing of thisbook.

{ _ e t he

Her edos t he probl em: ]
puppies, they love their pet projects. There is a reasorigure34: Effective portfolio management is not for the
N eamish.
that they are called o°M" er a

emotional attachment is the same.
| will actually argue that in many cases, the decisioraking is harder than choosing between
puppies.When the ideaisyourown,&s no | o n g e tbegomes your®abyyYoup gregation. |

2] candt take credit for this powerful Bobif nau:
Cooper of Stage Gate International If you have a chance to see him speak, | recommend it. You
wonot forget it.
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And no one wants to hear that their baby is ugljNo one wantsto seetheir child cut from the team
tryouts.I t s Iper sona

So again, 10oll tell you that the single most I
of projects is to have thdocuseddiscipline to choose those you will do, and those you will not do.
Better to do a few projects with excellence thaoo many projects with mediocritydqr worse).

Calculating Risk

One more point to make before moving on to portfolio decisioma ki ng. War ni ngét h
ahead.

Dondt worry, not much. And it®jis, as you must
Letds start with an Figuae@@Yoeneedrtmdboﬂjewhéﬂhettmlrsakeraated
$10, 000 invest ment [ an innovation project. Y

RIS[( Calculatlon 101 innovation beirllg a success in the

market, earning you $15,000.
That means there is a 40%
chance of failuregarning you $0.
i‘;‘;;‘;o Calculating the probable
return on the investment is a
matter of multiplying the
probabilities of each outcome by

$' 1"3’;550 -$10,000 + (60% x $15,000) + (40% x $0) = -$1000  their respective values,

Probable Return

subtracting the cost  of
investment, and seeing where
things total out. In this case, the

Fail o
j‘,‘_“s'g probable value of this investment

is a net loss of $1000.

Figure35: A simple example of usingbabilities to determine the value of an So the I‘Ight decision on this
investment. i nvest ment is donodt

Right?
Not so fast.
Such an assessment makes an ugigtd assumption. That assumption is this: that choosing not to
invest has no adverse repercussions.

To keep it simple, | 6ve made probabilities ani
this is a simpfication to illustrate a point, so just go with it.
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Is that assumption true for an innovation decision? Not necessarily.

If you choose not to innovate, you are taking the chance that no one else will, eitiv@u take the
risk that no one else will seek out, discover, and deliver new solutions that will steal customers away
from your current solutions.

Letds expand the exkgup3d6e laethd 4 , c o rhdhappennf yow leat |
dondt invest. Letds say that there is a 60% ch
anything, but not costing you anything, either. There is a 40% chance that your competitors will take
away $10,000 worth of your businesgth their own innovation. In that case, the probable outcome
for doing nothing is a net loss of $4000.

In this scenario, if the world

Risk CaICU[aJ(iOh 102 is moving forward, then trying

to stand your ground gets you

further behind than making at
least a little effort to kep up.

Again, this is just a
simplification to illustrate a
Probable Returh m:s: S Probable Return point. .The reality is ml.JC.h more

-$4,000 $0 $10,000 -$1,000 complicated. Your decisions are
never | ugtesoiomyv ensot
You never have cleacut

“Failure” Failure probabilites  and  reliably
- $10,000 +/- $0

DECISION

“Success” Success

+/- $0 +$15,000

accurate forecasts to do such
clean calculationsinstead, you
Figure36: Expanding the risk reward calculation a bit. must use estimates based on
assumptions, experience,

historical data, and intuition. You must also choose among a wide array of uncertain possibilities.

The purpose here is to remind you that choosing to do nothing is still a choice. Chogsint to
pursue an innovation must be evaluated for its costs and benefits, too. While it may prove to be the
right choice, you have to conclude that consciously.

Math lesson over. There will not be a quiz. The exam will come when your thinking is tested o
the job.

Strategic Egg Baskets
Diversification is usually thought of as a way to mitigate risk. While true, it also improves the
financial value of innovations, reduces the likelihood of organizational failure, and may contribute

Go to Table
of Contents



134 CONTROL SYSTEM: PORTFOLIO MANAGEMENT

more to firm performance than considerations of eithervalue maximizationor strategic fit2>
Diversification also helps organizations to cope with charrge.

So diversification is a good thing. But how do you dq while maintaining focus?

Bob Cooper, Scott Edgett, and EIl ko KI &iSmsc h mi
diversification is all about placing your eggs in multiple baskets, how about we call them stratsgg
baskets instead? What? No? Too goofy even for t

They compared the portfolio decision processes of strong innovation performers against those of
poor innovation performers?>! Ther research demonstrated that direct linkage of the portfolio to the
strategic plan was a common characteristic of the best innovation performers, and something that
poor innovation performers rarely did.

Poor performers also tended to overely on financal measures to make portfolio selections. How
could this be? Isnét financi al performance the

The problem lies in thalifficulty of forecasting Forecasts are always wrong. Some are closer than
others, sue, but if you rely too heavily on making decisions based on financial forecasts, which are in
turn based on a heaping helping of assumptions with a large side of future uncertainty, you are bound
to make some poor decisions.

Sohow do strategic buckets wd(®8

Based on your innovation strategy, you should be able to tell what areas you want to invest in.
You should know the organizationds risk profile
etc. From this iformation, you can define a handful of strategic buckets. Keeping it to a handful, say
3-62%keeps it simple.

254 Regina C. McNally, SerdarB.ur mu L o Kinad Ro g er New.ProduatPafslia one, 0
Management Decisions: Antecedents and Consequencdsurnal of Product Innovation
Management March 2013.

51 t hai Stern and Awithirbesmes®diversifieatiah é teshaatoentedsive
industries $trategic Management Journdilay 2004.

256 Robert C.Cooper, Scott).Edgett, and Elkal.KleinschmidtPortfolio Management for New
Products Second EditionBasic Books, 2001.

257 \Which is the right way to conduct research that avoids the Winn&k&ar-Shoes fallacy
menti oned@Be g1t t AAread®tdil mésod/ead ti ionrD.

8Real | y? Not oOegg baskets?6 Dar n.

259 Cooper, Edgett, and Kleinschmidt actually say that typically, the number of strategic buckets
ranges from four to twelve. Do what wogkfor your organization, but remember, the more buckets
you have, the more complexity to manage them. The more buckets you have to manage, the more
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These buckets can be defined in a few ways to secure good diversification. In addition to defining
them by things like business units, customer, product line, etc., there are some other investment types
that you should consider.

Diversify by Risk/Reward

One of the classic ways of diversification is by having a variety of risk/reward levels. In financial
investing,investors look at the volatility of an asset to assess its level of risk. Highly volatile assets have
to have a higher rate of return, on average, than those that offer consistent returns, in order to entice
investors to drop a dollar or two into them. Aér all, if the rate of return on the risky one were just the
same as for an investment that was practically guaranteed, then no%8feould ever put a nickel into
the higher risk oopportunity. o

So, in general, low risk imstments offer low returns, and highisk investments offer high returns.
The same should hold for innovation investment
returns on those investments. Just remember to keep your forecasting simfle.

One simple way to define strategic buckets on a risk/reward basis is to use the classifications of
incremental, evolutionary, and radicdDecide how much you want to invest in each type of innovation,
and then support projectsup to the point your resources can support, that fit within those buckets.

directions you get pulled. The more directions you get pulled, the more multitasking you must do.
And multitasking erodes performancdf you are in a large, complex organization, and you really
need a dozen or more buckets, | recommend breaking them up into groups o#2 Rather than

trying to manage a dozen strategic bucke at once, break it down into four groups of three buckets,
or three groups of four buckets, or some other such combination. An executive level can manage
the groups of buckets, while a managerial level below manages the individual buckets in their group
Break it down to keep it simpler to manage.

260 This, of course, assumes that people behave rationallye  d .0At @ast not always. But for
the sake of this discussion, we can continuegoetend that investors are rational, except when
exuberant

®lFor a simple and eff ect iDelphi Metmdde csaescttiimgn .pr oce s ¢
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Figure 37 shows a tool for

Strategic Bucket Project Map

defining strategic buckets with a

risk/reward component. It Macket
shows five strategic buckets Ne“j:‘e“
with percentages representing sntamitr | RAdlical

Markets

the amount of the total
innovation investment allocated

to each. I|1d6v® —
make sure the percentages add
to 100%.

In such a chart, there is an Markets

Size of circdle indicates
level of investment

amazing amount of information

that can be captured in a simple 5 Product

visual. The colors of the circles @ i ekl e Tt oSS

could represent different Figure37: A risk/reward map for project types.

business units, different product

lines, or whatever other components of your strategic plan make sense. The size of the circles
represents the relative magnitudes of the investments being made. And the location on the chart
shows the tecimology and marketing newness that define the type of innovation being pursued.

This simple visual helps you immediately grasp how diversified and balanced your strategic buckets
are. If things look outof-b al anc e, I tds easy torisgettingthingsredi r ec
balanced.

See? Not all of my tool recommendations involve foguadrant charts.

Diversify by Time Horizon
Of course, risk/reward isnd6t the only consi dei
set of strategic buckets.
A common theory of diversification in an investment portfolio has been that diversification over
time was a way to reduce risk. Although some economists have challenged that belief when it comes
to stocks and bond®2 the matter is pretty much settled for product development portfolios.
You must make sure your business is successful both today and tomorrow.

262 7vi Bodie, Alex Kane, and Alan J. Marclmszestments10th Edition McGrawHill Education, 2013.
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Unless your organization is in an existential cridsyou have to invest not only in what wibring
returns in the present, but you have to look out several pages on the calendar to have ready the
solutions to future customer problems.

So diversify your buckets to include a range of time horizons. If you defined someovation
roadmaps then you already have a good view of your path to the future. Capture that in the buckets
that you define.

Diversify by Business Area

What are Obusiness areas?dé6 | intenti otoa.llFdory | e
larger organizations, these may be business units, geographies, or industries in which you compete.
For smaller organizations, it might be customer segments, product lines, or even individuals
responsi bl e for di f fer exitn etshsi nagrse a sY.o6u Tdheefni nyeo u
consciously. Simple concept.

Impact of Strategy on Diversification

Just as financial advisors will recommend different portfolio choices for different demographic
groups, you should have a different portfolio mikased on your strategic type. Remember the
prospectors, analyzers, defenders, and reacta®?here is a good reason for understanding which
one fits your organization. Your portfolio of projects should reflect your strgite type.

Prospectors should invest in a higher proportion of radical and evolutionary projects. Analyzers
should have mostly evolutionary projects, with some radical and some incremental mixed in.
Defenders should emphasize the incremental, stretching oinevolutionary for some projects.
Reactors? They need toéget a new strategy.

Portfolio Insight Tools
Well now, |1 06ve preached about the i mportance
di versification si de. Sodunpabkghe simptaeortioliotoaspen up t

Not an existential crisis |ike somesitudtobert Cal
where there is doubt about an organizationds co
understandably, you need to focus greater atten
tomorrow if you dondt sur virneabitbfyauannd spaceliorthev e r
future. Hercul ean efforts to survive the day a
bit like having the organization in an Emergency Room. You must get the patient stabilized, but do

so in a waythat they will eventually be able to go home and live a long life.

%4 For more on these s Typesbfégovation Stsatedyss egbi 6. t he
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FourQuadrant Charts
| 6ve befag d aind | &1 | s ayj uiatd raqai rc:h alr tlsav éAnfdo U r6 m

While you do have to be careful not to let these charts sink from simple to simplistioprag your
portfolio through a few of these can provide some good insights that will help to keep it balanced,
and provide some direction on what to do with
aingt®got it.

Risk/Reward Map
Much like the Boston Consulting Group strategy matrix, the risk/reward map is a helpful tool for
portfolio balancing. While similar, though, there is a critical difference. Instead of classifying things as
dogs or cows, you getelephantand oysters. Yes, thatodos still tw
of size and species!
Perhaps the even more critical

RiSk/Reward Por’cFo'io MaP difference is that the BCG matrix
provides strategic guidance on what to

Whit RES\K do with existing products, programs,
Eleph]arf’cs Oysters and businesses, whiléhis map guides
o . what to do with things aimed at the
future.
< . peo— Why is that such a critical difference?
Because of uncertainty. Remember,
. . forecasting is hard®® Forecasting is
Bread and imprecise. With the BCG matrix, you can
Butter ! Pearls preciselyknow your market share. You

can precisely know the current growth
rate of the market (although that does
not necessarily mean it will continue at
that rate, but weol |l I

Figure38: A Risk/Revard portfolio map, with better animals than the BCG
matrix.

~

265 For more information aboutgoily out and getting whaVordfroau ai not
Thousand of Them) on Open Innovatian s ect i on.

%6For more on simple approaches t Cloudh@ystalBall | eng
section.
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With the risk/reward matrix, you are making your best SW&Gas to what the risk and reward are
going to be. What that means is that you need to revisit your assessment as you learn in the process
of development.

Project Types

If the classification by Incrementd&ivolutionaryRevolutimary does not fit for you or your
organization, another way to look at the same market/technology factors is with a four quadrat chart
pitting market newness againgechnology newnessas inFigure39.

Maintenance projects haveeither great market newness nor great technological newness. These
might be cost reductions or modest line extensions. Expansion projects take existing technologies into
new markets, such as geographically expanding your parka business from North Dakdteetwarmer

) climes of Antarctica, oexpanding your
Marke’c/Technology Portfolio Map ping pong ball business from sporting
TECHNOLOGY i i i
e IR goods retailers to liguor storesTaking

Upgrade | Revolution new technologies to arexisting market
. would be an grade, like moving
- . from the iPhone 17 to thePhone 19cx
268 H H
. MARKET gold.=® And taking new technologies

F 3

" NEWNESS into new markets, w
. . revolutionary as Elon Musk moving

from electric cars to orbiting rocketry.
- Maintenancq A Expansion Place each project into the
guadrant where you think it belongs,
and look to see if you have a diverse
range of projects in the pipelinelf you
are up for it, show each project with size and color coding to capture that information visually.

Figure39: Another way to look at project types.

Time Horizon

Money in your pocké now i s worth more than the same mo
why banks charge interest when you borrow from them, and why they have to offer interest to get
you to deposit with them. Otherwise, youdd just
267 SWAG=Scientific Wilklh * *  Gue s s . More fun to say than oed

more on forecasti ng u gClduelyCrystal Baéisectioa.i nty, go to th

268 Byt definitely not like moving from Windows 7 to Windows 8 was. Ugh.
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Projectsthat pay off today are more valuable than Diversiﬁ'ca’cion by Time

projects that pay off f T . Thai
Impact

Wall Street investors demand quarterly returrfand f

unfortunately why those Wall Street demands trickl: Execute | Develop

down through the organization to prioritize delivering

short-term projects by arbitrary quarterly end dates). w comneeiiee e

So when you are looking at diversifying over time
you want those long term projects to have high
potential for delivering a big impact on your mission - A

Impact

Evaluate Avoid

Avoid projects that have long horizons but mimal
. . Figure40: Ways to look at diversifying in time.
potential. The long term investments to develop
should have high potential. As time goes along, keep
re-evaluating the potential impact those projects can have, and move them to their new places on the

chart. This is necessary to continually maintaibaanced portfolio.

Balancing Urgency
Choosing between projects is difficld®? Sometimes, a decision between two good projects will
not be that one lives and one dies, but will rather be one goes now, the other waitgita r n . I f t
an option for you, hereds a tool to help you de
The Urgency Assessment map pothe
level of uncertainty for a project against the
e opportunity cost of delaying the project. As
‘ wedve discussed, uhcert
part of innovation. Uncertainty can be
reduced in a variety of ways, through
(Lowﬂﬂ?ﬁ;ﬁ&ﬁ%‘ >;_I|-i?ghh%r(]:setrttzigg:luce) concgpt reviews, prototyping, t.echnology
_ experiments, customer testing, test
Delibetate Hold marketing, etc. Some of those methods are
very costly. Others are cheap. So the
e horizontal line plds a continuum of
oy uncertainty, ranging from low (or a low cost
of reducing uncertainty) to high (with a high
cost of reducing uncertainty).

Urgency Assessment

Execute Decide

Figure4l Assessig urgency based on uncertainty and opportunity
cost.

2°Don6t mak e theguppy anhldgyagain.t
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That is plotted against the opportunity cost of delaying a project. That cost might be in the form
of lost revenuedrom a new product, lost customers because a competitor beats you to market, losing
leverage with suppliers, etc.

Plot your projects on the chart when considering the options available to you. If there is not much
cost to delay, and the uncertainty arounthe project is high, go ahead and put it on hold if you need
to (with the ability to fastfollow if necessary). If both uncertainty is low and the cost of delay is low,
make slow, deliberate decisions, holding if necessary, or proceeding if possibleel€bst of delay is
high, but uncertainty is low (or can be reduced inexpensively), move the project forward immediately.
If both uncertainty and cost of delay are high, then just make the best go/no go decision you can with
the information availabled but make a decision immediatley.

Scorecards

Now, | et 0s mo v e aquwaalrant dharts. nCoopeh ddgett candr Kleinschmidt
demonstrate the value of strategic scorecards in their portfolio management research. These
scorecards can and should be tailored the needs of a particular organization, but in general, they

will contain evaluations of Strategic Alignment, Competitive Advantage, Market Attractiveness (or what

| call o0Community Potential é for nonpr sthentt s) ,

Before getting into the mechanics of the scor

Strategic alignmentis what it sounds like. Does the project fit with overall mission of the
organization and its innovation strategy? How important is theqgpect as a component of the
innovation strategy?

Competitive Advantageis all about whether a successfully completed project will do something
different and better than other offerings that are out there (or that you anticipate to be out there by
the time of launch). Does the product offer unique and perceivable benefits to thed user? Does
the product meet primary customer needs better than other products? Is the product
performance/benefit "ownable" (patent, trademark, trade secret, brand equity, eté/)? the Funder(s)
of this product perceive it to be a good value?

That last question might have you scratching your heéddand saying Ohuh?6

more articulate may even thi”rok, oWhat does he

In many businesses and most nonprofits, the source of funds that keep the organization going do
not come from the people who actually benefit from the products and services. Donors give money
to shelters to provide services to the homelessthe homeless do not pay for the services they use.
Retailers give money to consumer goods manufacturers to produce products that their customers will

270 Or whatever else you like to scratch to express confusion.
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want to buydt he customers dondét give money directly
receive payment fromndividuals, insurance companies, and government agencies to provide care to
patients in a very complicated system of transactiods t 6 s not typically just
to provider. The IT department does not have their paychecks signed thg employees whose
computers they fix, but by the organizational leadership.

You candét just think of the beneficiary of yol
your primary concern, youmust also think about who is paying for what youra doing, and make
sure that they are satisfied with your work as well.

Market Attractiveness/Community Potential all about what drives you to the market that you are
looking to serve. For a business, this likely means that the market has big profiemital in an arena
where the business has interest and capabilities. For a nonprofit, this likely means that the community
they want to serve has a large and important need, and the nonprofit has the capabilities to address
it.

Questions to ask yourselhithis category include: How many primary customers will you be able
to reach and help with this product? What are the production costs and financial potential? Is the need
for your product growing, persistent, or declining?

Core Competency Leverag@ertains to what you know how to do well. Can the product be
efficiently distributed? Does the product lend itself to the skills and capabilities of the organization?
Can the product be sourced/manufactured efficiently?

Investment Analysigertains to the finan@l considerations of the business, and to the risks
involved with moving forward on a project with an uncertain future. What is the probability of technical
product development success (i.e., how likely are you to be able to make the valuable idea yoa hav
a reality)? What is th@robability of marketplace success after launch (i.e., how likely isriagket to
embrace your product andpay for it)? What is the investment required for product development and
launch? Does thexpected return justify the regued investment?

So, definitions now complete, 1tds time to mo

First, the simple version. Sdagure42 for the colorful visual.

In this version, you and your portfolio evaluation team just ragach project being considered for
development along the broad categories listed above. Rate them on whatever scale the team agrees
on: 0-10,0100,135, whatever. I dondt e®»e,cowmevemuwhless Yot aren g t
in the mathematics departrant of some school or another, and you think that would be fun.
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Each person on the portfolio . . »
review team should do these Slmple |r)nOVathn Scoreca rd
ratings individually, just like you
would do in the Delphi Method Project ] [ Project2 | Project3 | Project4 | Project 5
of forecasting? Then bring your
scorecards to a team discussion
Identify points of general
agreement and disagreement.
Where you agree, ask yourselve:
to confirm that

the situation from multiple Conpatency lauerags
perspectives, and you are not
getting caught in a case of Resource Requirements

groupthink?2  Where  you
disagree, discuss the opposinc
points of view candidly, but
respectfully (unless you are like

me and my buddies, who use vulgar disrespect as an expression of affec&&n).

The portfolio decisions you make should never be made based on numbers alone. They should
be based on the consensus of the group after thorough discussion (or on the discretion of the
individual responsibl&“ if consensus cannot & reached). The scorecard numbers are there to guide
the discussion and identify worthy issues of debate. They are not to be wieldedgilkgpy-shooting
handguns2?®

The stilsimple but-lessso versions of the scorecardan be found inFigure43.

Totals

Figure42: The super simple version of an innovation scorecard.

"For more on how the Del pdiphi Matethh sk cwad rokns, go t c

272 For more about the Bandwagon Effect that leads to groupthink and other cognitive biases, go to
t h €ognitive Biase® s ecti on.

231 8d tell you some of t h dabeted buktheg anedefinitely NIFW.wh i c h

274 For more about effective decisioma ki ng and r e s p o mNegbtiatind thet i es, go
RAPID6 secti on.

215 Yeah, | went there.
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Figure43: The stilsimple-but-lessso versions of scorecards, for both nonprofit armbmmercial businesse:
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