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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
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Inside Keep Innovation Simple é

0Simplicity in innovation will «c¢ome
is operating with a common understanding of how innovation works: who

does what, when, why, and how. Simpl
Simplicity means that no one is Lost wondering why there is a polar bear and

a smoke monster on a tropical island. 6

oComplicated analyses wil/l al ways us:
assumptions 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
compl exity. o

o0Real i nnovation comes at the inters:
and reality. Or new and different, problem s
to wordsmith a pithy little definition. Whatever words you choose to describe

it, just remember that innovation occurs where those three things all come
together . 6

0 Ev e n -varittew @ntl ¢ommunicated expression of mission will fall flat if

the peopleofthe or gani zati on, and particul ar |
actually live the mission on a daily
mi ssion statement wGommuiicddos,peadt Exilcret ¢
That company was Enron. Need | say m

ol nnovation is albutablotltld 6fTihrdd eduts k n-
to capture the attitude of curiosity necessary for innovation. That attitude
needs to be a determined part of any individual innovator. That attitude
needs to be a pervasive part of an o

0The difficult decisions come when y
good projects. These choices can be so hard that some have comparedt to 0
and this is not for the squeamishds hooti ng puppies. o
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Ol nnovation is the specific tool of
exploit change as an opportunity for a different business or a different service.

It is capable of being presented as a discipline, capable of being leaned,
capable of being practiced. Entrepreneurs need to search purposefully for the
sources of innovation, the changes, and their symptoms that indicate
opportunities for successful innovation. And they need to know and to apply
the principles of successfi i nnovation. 0

~Peter Drucker

0 Mo st creative endeavors aThey ofteno saemw h
ambiguous, hit-or-miss, trial and error. And unless people have a high
tolerance for ambiguity, and get their security from integrity to principles and
inner 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 surviveit That ' s an educ atdyis tnagedyn
plus time."

~Carol Burnett

OFor about 400 year s, itds been Sorgel
Sir Franci s, i t Olsn tti odea sdtimwated iveorit], auhpt ot e
know is power only if you know how to use it to help you juggle the too many
things that were al/|l due yesterday. 6
~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 I can g e tth me,oau like me bettey \ghith makes you more
open to my ideas. And, if | can persuade you to laugh at a particular point that

I make, by |l aughing at it you acknowl
~John Cleese

OAn original pl ay changes efalliagirylove veitly & i
my first drafts. o
~Chris Rock

OMost of the quotes you find on the
~Abraham Lincoln



TABLE OF CONTENTS

Preface: Answering Your Questions Before You Even A sk Them ................ i
Will This Book Cure Your INSOMNIA?........ccooiiiiieiiiiiee et L.
IS ThiS BOOK fOF YOUZ..cciiiiiiiiieee ettt il
I'f 1tdés So Simple, Why..l.s..t.he..Boi.k
Why Read this BOOK?.......ccuiiiiiieee ettt e e e e e e e
Why Did | Write this BOOK? ........ceviiiiiiiiiiiiiieee et essnnveee e Xi
What Was | ThINKING?........oooiiiiiiieiee e Xiv.
Do | Have a Foot(note) FetisSh?2.......ccooviiiiiii e XX
How Can You Best Use This BOOK2.........ccuviiiiiiiiiiiiiiieee e XXii

THE WHOLE DARN BOOK IN ONE SIMPLE CHAPTER (The Core of

T le)Vz=1 1 e] o) SRS O TSP PP PPRON 1
The Whole Book in 10 Bullet POINES.........coiiiiiiiiiiiieieee e 4
What the #&9%! is Innovation, Anyway?...........cccccceevevviiviineeeceeeeeeeee 4
INnovation iS NOT an EXPENSE......cccueiiiiiiiiee et 13
Why the #&%! Should You INnovate?..........cccceveiiiiieie i, 16
The INNOVALION ENQINE........uuiiiiiiiiiiiiiiii e 19..
Keeping Innovation Simple.......cccoooiiiiii e 21.
WHY SIMPIE?...ciiiiiii e 28
0Best Practices.0..and..ol.nno.v.at.i.oR®d
Theory and APPHCALION ..........oeviiiiiiiiiieiieeeeie s 40...

THE CONTROL SYSTEM....ciiiiiiiiiie et ee ettt n e 44

More than Just Making a Statement (MiSSION)  .....cccooviiiiiieeiiieeieeeieee 45
L0 T8 LY (o o o R 48
Effective MiSSION StatemMentsS.........ccoooiiiiiiiiiie e 49
A Mission Statement HOW TO.......uuuiiiiiieeiiiiiiireeeee e e e e e s 53
A Mission Statement HOW NOT TO.......coocvviiiiiieeeisccieiieeeee e seeeieeeee e 59
EXPOSING MYSEIf....coiiiiie e 60

The Power of Ignorance (CUlture) .......c.cooiiiiiie e 65
Y= Vo oA o] o LRSS 70
Fear: The ANBINNOVALOL ........ccooiiiiiiiiiiieee e e e e 72..
What iS CURUIE ...t L

Types Of CUIUIE.......ceiiiiiieee e L



CUlture of INNOVALION ...cvveeieii et e e e e e eeaaaes 77

Culture of Innovation CharacteriStiCS..........cceiiiniiiiiiiieiieeeeiiieeee e 80
CUUral ChaNQE.....cceiie ittt e e e e e 93
SUDCUIUIES....cei ittt s 98.
To Do or Not to Do, That is the Question (Strategy)  ....cccocevevvcvveeevnnen. 104
Planning is EVErything..........ccueeviiiiiioiiiee e 109
WHhAL IS SIrat@QY?......eveeee ittt anee e 110
Organizational Strategy versus Innovation Strategy..........cccccceveeeiiinnns 118
Creating YOoUr StrategV........ccuiiiiciiirereeeeeessiirieeeee e e s e sssvnnreereeeeesssnnnenens 125
An Innovation Strategy TOOIKIt ............ceoeiiiiiiiiiiie e 127
A Word (or a Thousand of Them) on Open Innovation..............c..c..e.... 154
What to DO With YOUr Strategy ..........ceeevevvviveiiieererenieinieinrnrnnernrnnnnenn.. 160
Cat Juggling (Portfolio Management)  .......ccccccoooiiiieieiee e 167
Walking and Chewing Gum Simultaneously..............cccceeviiieeeeiniiieeenns 171
BalanCiNg ACL......oueeiieiiiiii e 172
Green Eggs ad Ham...........oooooi i 173
TOUGN CROICES....ceiiiiiiiie ittt e snre e 176
Calculating RISK.......oouveiiiiiiiii it 177
StrategiC EQQ BaKetS .....uuuiiiiiiiiiiiiiiii s 180
Portfolio INSIght TOOIS ......vvvviiiiiieiiieeeeee e 185
Yoo {0 o LSS 190
Portfolio DeciSioN-Making ..........c.eeieiiiiiiiiiiiee e 196

|t ainodt o v.e.r...0t..l..i.t.0.s..0oxM.e.r......197

THE CREATION SYSTEM.....oiitiiiiieitie ettt 200
Solutions Need Problems (Voice of the Customer) ........ccccccoviieviirenne. 201
SPINNING WNEEIS.......oiiiiiiiie e 207
DeSign ThINKING ......cooiiiiiiieeiie e e e e e 208
Defining a Problem is Hard............ccccciiiiiiie e 212
Voice of the CustomerdWh at i.t...i.s.n.0.0 . 213
Voice of the Customer d What it is .........ccccceeviiiiiiiiiiene e 216
JODS 10 DE DONE.... .. 218
How to Listen to the VOICE ........ccoiiiiiiiiiie e 219
Living With YOUr CUSIOMET ......eiiiiiiiiiie it 221

I YOU IMUSLT ...t e e e e e e e e 224
Sorting the Laundry - Structuring Your Understanding ...........ccc.c.o...... 228

EVOIVING EXPECIatiONS.....ccvieeiiiieiiieeie e 231



Building the House-Translating the Data...........cccccccoevivvvvieennee e, 233

Example EXPOSed AQaIN........ccuuiiiiiiiieei it 237
Prioritizing Your Understanding...........coooiuiiiiiiiiiniiniiiieeeee e 240
Perception iS REAIIY........cceveeiiiiiiiiiiieie e 241
Hot Line to the Voice of the CUSIOMET ..........cccoeviiiiiienieee e 243

Dondt Let Perfect Get..i.n..t.he.. Wai4
Frankensteinds Mon.s.t.el....\s.....1.he.246

The Shortest Distance to Innovation is Not a Straight Line (The Mental

Game of INNOVALION)  ...viiiiiiiie e e 249
MINA GAMES ...ttt e e e e e e s s eaab e eee s 255
Simple DecCiSiON-Making ..........ccoviiiieiiiiie e 255
COQNILIVE BIASES.....uuvvviriiiiiiieiniiininiarninnin s sn s e e e eeeeeas 258
The Route to RAtiONAIILY.........uuuiiiiiiiiiiiiis e 281
THINKING CAPS...cci ittt 282
MINA JUGGIING -eveeieiiiiiee et 284
The Thinking of INNOVALOIS .........uuuiiiiei e 287
The One Drug | Recommend for Would-Be Innovators........................ 301
GoiNg WIth the FIOW .......ccooiiiiiiiiii s 309
Nothing Worthwhile Comes Easy............ccccevvveviviieiieeeeeeeeeeeeeeeeeeeeeaeans 316

The Ugly Truth of the Miracle of Birth (Ideation)  .....ccccceeiiiiiiieeenns 320
Barbed-Wire BabieS.........ccooiiiiiiiiiiiee e 325
What Makes Your Baby UgIy.........cccceiiiiiiiiii e 328
Helping Baby Grow Up to Be Pretty.......coooooeeiieii e, 332
It TAKES @ VIllAQE.....vvieiiiiiiiiiiiiiii s a e e e e 333
Forget Brainstorming 6 Generate Good Ideas Instead...............ccueeenns 335
Selecting Ideas to Pursue FUrther...........ccoooviiiiiiieniecc e 345
Value PropoSitioNS. .....ccoceie i 348
Concept DEVEIOPMENT .......coii it 350

THE CONVERSION SYSTEM....cociiiiiiiiieiete ettt aa e 354

(003 (o] o I Q== 10 1 1) SRR 355
The Myth of the Lone INNOVALON ...........cooiiiiiiiiiiiiieeeee e 360
Getting Your Teams to Another Level..........cccovieiiiiiininiiieeciieeeee 362
Putting Together the Skill Set Puzzle............cceeviiiiiiiiie e, 363
INNovation iS @ Team SPOIt.........eeiiiiiii i 368
The Pi Pi Pi Pi Shaped Team.........cc..uiiiiiiiiiiiiiiieeee e 370

Perception is Reality in Teamwork, TOQ........ccccccvveeeeiiiciiiieereee e 373



CLEAR COMMUNICALION.......cuvuueieeeiiiereiieieeeeeeeet e e e e e e eeav s e e e e s eenraan s 3176

Negotiating the RAPIDS..........oiiiiiiiieee e 382
Marriage COUNSEIING .....cooiiiiiiiiiiieie e 384
FOIOW the LEATET.........ei i 389
Healthy CONfliCt .......coo i 391
Reaching Outof-BoundsS............oocuiiiiiiiiiieii e 394
Trampling Wildflowers (Project Management) — ......cccccoveeviieenieenine 397
Project Cartography .........cceeciiiiiiiiiieec e 402
Gated Community a.r..lLe.an..b.na..Me.ad0®
KICKING-Off .. 409
The Need for SPEeU..........vii i 413
Cloudy Crystal Ball.............cccovveviviiiieeeeeeeeeeveeeeeeeeevevevevvvvveveeeeneen 416
Managing @ BUdgel...........uuiiceiccrcree e 424
Turning Assumptions into Knowledge ...........cccovviieiiieeeniiieec e, 425
Getting Products to Market ...........cccccviiiiiiniiinecie e . 428
SIMPIE MEELINGS... i 431
The After ACHION REVIEW........uuiiiiiieei ittt 437
Innovating for Fun and Profit (For  -Profit Metrics) ........cccccocevviiieninnnn 445
Get OUL YOUN RUIETS.......ciiiiiiiiii it 449
MORNEY Ball......eeeeeii et 451
SUGGESLION BOX....eiiiiiiiiiiiiiiiee et 457
Metrics, Incentives, and REWAITS........coooeevvvveiviiiieeeeeeeeeee e 458
Innovating for Fun and Not -For-Profit (Nonprofit Metrics) —............... 463
I'tds Not a Bus..ne.s.s..Qr...i.s..L.1.2.....465
What s t he . .Di.f.f.er.enc.e2. .. 466
ENGINE OIL (Change Management) ........ccoccceerueeiiieieniemiieeniee e 471
Making the Complex ClIEar.........ccooiiiiiiiiiieie e 474
INSPIFING ChANGES.....eiiiiiiiii et 475
The Process of Changing..........oocuveiiiiiiiiiiiiee e 417
THE PrINCIPIES ettt r e e e e 481
Help Me t0 HElP YOU oo 488

ACKNOWIEAGEMENLS ... 490






KEEP INNOVATION SIMPLE [

Preface: Answering Your Questions
Before You Even Ask Them

Will This Book Cure Your Insomnia?

This is a book about systematicinnovation in organizations, both for -profit
and not-for-profit, and the general principles (what somewoul d <cal |
pr act butlecsa,ldl 0 ebvaisdeedn cper that make ierovation work
more effectively, efficiently, and successfully, blah, blah, yadda, yaddé

Snoozeé

Okay, you can wake up again.

| 8ve read too many busi nshsuid béohargeds
with manslaughter for boring their audience to death. | am determined not to
let this be anotherone. 1 f you have i nsomni a, I fe
cure it.

Is This Book for You?

Here are some folks for whom this book was not written: those who like
complicated bureaucracy; those who enjoy boredom; and those looking for
the latest get-rich-gui ck scheme. -$oos. Whb, thenpisit far?h e

Yes, I know that OFor whom, then, i s
phrase that sentence, at | eastthadjuwst |
sounds so haughty. | 6d rather just w

at a barbeque. Besidesthis lexicographer says that whole rule isbogus
anyway. If you are one of my former English teachers, or if you are a devotee
of Warner s English Gr apeasforgieermd. Compo s

Go to Table

of Contents
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i PREFACE: ANSWERING YOUR QUESTIONS

Figure 1 wil help you to Keep Innovation 5/?77,0/6
determine if you are a good candidate Audience Ana[ysis
for reading this book. If you are either

\ Good
stupid or evil (or worse & both), then 13(%3\"

Innovators Court Jesters
please put the book down and step i e
away. | will not be held responsible for Einstein Forrest Gump
what you might do with it. Smart Stupid
But serirous |b§ZOO,k is f Used Car Salespeople Politicians
for those who want to innovate2 within Cats Ex Spouses
Lex Luthor Zombies

an organization. That sounds like a
straightforward statement, but let me Bl

emphasize a couple of things. This is Figure 1: Make sure you fall in the
correct quadrant before you continue to

for people who really want to
peop y reafd.
or

i nnovate. | tds areyt those who m
want to check a buzzword box. You need 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 wecessatiyf or | one wol f entrepreneur s
are working in an organization of some sort, whether a for -profit business, a
non-profit charity, or some community of like -minded people wanting to
achieve a goal. The target is the manager (or aspiring manager) of an
innovation group 9 whether an executive leader of a complex innovation
organization, or a first-time 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. 2

Note, however, that | threw in that
even lone wolf entrepreneurs or inventors are likely to have to work with

2For the definition of innovWhaiten use
#&%! Is Innovation, Anywayé sect i on.

SOkay, | admit, |1 dondt have quantita
read, though, I think itds accurate.

Go to Table

of Contents




KEEP INNOVATION SIMPLE ii

someone, somewher e, to achieve their
come i n han diythe lohewvalif villshecanie gart of a pack, 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 says,if 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 organization. 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.

That does not mean that systems, processes, and structures are
unimportant, of course. Research into what separates the best from the rest in
innovation practices? shows that the best organizations & those who have
superior launch success rates,superior new product sales and superior profits
from new products & 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 of the best? Congratulations. Keep up the good work.
Just dondt r e sAnotherthing thal sepatatesuthre ddstfrom the
rest is that they spend more time and attention keeping their innovation
engine well-tuned and up-to-date.

If you believe that you already know how to play the innovation game, |
stillurgeyoutoreadon. Heed t he warning of Georg

4 Stephen K. Markham andHyunjung Lee, Praduct Development and
Management Associationés 2012 Compar.
Study, dournal of Product Innovation Management May 2013.

Go to Table

of Contents
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iv PREFACE: ANSWERING YOUR QUESTIONS

of false knowledge.l t i s mor e danger Makesureyowreallyi g
know what you think you know.

Kodak once owned the world of photography. They even won an
O0Outstanding Corporat e Digtal photagraphy dvasa w
invented there. Butt hey Oknewd t hat p hbasedbgsinasp, h
so they largely ignored their own invention. Just a decade and a haf after their
innovation award, they had to file for bankruptcy protection. What they tknewo
to be true about their business and their markets proved to be very dangerous
indeed.

I f 1'tds So Simple, Why Is the

While testing the original manuscript in its beta-version form, | received
feedback that confirmed what | had already been asking myself: if this is about
being simple, why does it take overthree-hundr ed 81 6 x 116

Three reasons: 1) there areexamples, explanations,and comedy jokes
galore to make it more than justaninnovationto-d o checkl i st ; 2
not mean the same t hing previdnemesoys;todls a r
to help fill your innovation tool box.

First, you can getthe gistofthewholeboo k i n just a few
laid out in such a way that you can do that with minimal effort. The first chapter,
i n fact, i s called 0The Whol e Dar n
subsequent chapters provide supporting detail, research, examples, stories,
self-assessments, illustrations, tools, and, of course, comedic relief. All of that
is there to make it clear and memorable. The first chapter is like the spoiler-
alert movie synopsis you get on IMDB. Y o u &eé maingants and know
what the movie is about, but it wonodt
in a theater with over-buttered popcorn and a gallon of your favorite
carbonated beverage.

If my witty prose is not to your liking, skipitalland j ust read t
Summariesdé that appear at the beginni
are bulleted there for you. At the end of the book, all of the evidence-based-

Go to Table

of Contents
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KEEP INNOVATION SIMPLE v

practices® are listed out as well. Quick and painless reading. If all you want is
the meat of this ment al meal , thatods
make the meal all the more delicious and nutritious.

I f Iength i s a HowGan&aouBestUscKhisiBooko st e ¢
for other ideas on how to make this book work best for you.

Second, | et 6s tal k br ciedleby r abbly isiabioatt ¢
clarity and understanding. That is not always going to come in the form of
short and easy. That 6 s Innovagon MadeQuickoandk
Easy®

Simplicity is like 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 they take off their shoes, too. As they learn and master
new methods of calculation, then subtraction is introduced & and once again,
thatds not simple for them. Once sub
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 the
Riemann hypothesisand stufflc an 6t begin to compr ehe
to be pretty good at math.

SFor what is me-dbnmtsehly pdaci defeBseesdt gPar at
and 6l ndosaci ood.

61fyouevercomeacrosssch a title, run. Run awa
i e. l nnovation can be made simple, |
going to come quick and easy.

7 Much like cake, parfaits and ogres.

Go to Table
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Vi PREFACE: ANSWERING YOUR QUESTIONS

To someone who understands the Riemann hypothesis, differential
equations are simple. To someone still mastering long division, such calculus
is incomprehensibly complicated. Simplicity in 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 longihes attached. It
takes time, effort, and practice to figure out the difference. Then the letters are

put together in words, and thatods coc¢
understand how to sound out words, they then discover that the spelling

doesaldbways make sense. Why does 0t wo
Why does o0toughd end in an o0fo6 soun

0Ot houghd rhyme with O0toe, 6 but oO0Oboug!

Eventually, they figure that all out, and read words together in sentences,
paragraphs, pages, chapters, and books. To the child who struggles through
Danny and the Dinosaur, a book like The Princess Bridas incomprehensibly
complex. To the few people in the world who have read and understood The
Complete Works of Janes Joycé€ St e p h e n Th¢ iStargl thay be mind-
numbingly 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 those systems into
their components. Thatos where the b
simple tools that you can use in your organization can be found.

8 | considered writing this in stream-of-consciousness style, but | was afraid
that it might get censored on the ground that it might cause American
readers to have irreverent and innovative thoughts.

Go to Table
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The Core

of
Innovation

Contro\

Figure 2: The layers of innovation simplicity in this book.

There are layers beyond those components d the deep-dive specifics,
where each component can be explored in finer detail, broken into further and
further components. Believe it or not, some of the beta -version feedback | got
was that | should cover more topics 9 things like intellectual property, new
product launch marketing, recruiting and retaining in novative talent, design
for manufacturing, soci al media rese
product lifecycle management, customer experience...
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viii PREFACE: ANSWERING YOUR QUESTIONS

Those are indeed important topics in the end-to-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 outermost 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 how inn ovation works: who
does what, when, why, and how. Si mp
Simplicity means that no one is Lost, wondering why there is a polar bear and
a smoke monster on a tropi cal 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 original Mario Brothersvideo game with the midi music that you
candt (foonatigrendw many times you hit your head with a mallet), the

combined O musi ¢tabbihgenoisemes ear

And finally, | © viedl toffill 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, t
if you are ambitious, maybe eventhes ame day t hat youdve

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 explanations, 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 problem,this book offers a set of screwdrivers. If
you have a nuts-n-bolts problem, this book offers wrenches and pliers. And
saws, and files, and cl amps, andé
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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 time 8 a resource you can never get backd in
reading this book. | hope to give you two things in return: an enjoyable reading
experience, and some memorable stuff that you can actually use in your
business, charity, association, family, club, or whatever other organization of
people that is important to you.

What would it be worth to double your success rate at getting new goods
and services to your clients or customers?What would it be worth to cut in half
the resources required to get a new project launched successfullyWhat would
it be worth if you could get projects completed in 40% less time?

Those are not just made-up fantasy numbers, by the way. Those are the
differences between the performance of the best innovators and the rest2
Those are the differences between organizations that embrace the evidence-
based practices presented in thisbookandt hose t hat dondt.

If you are running a non-profit, how many more people could you serve?
How much more financial backing could you get by promising better bang -
for-the-donated-buck? How many more volunteers could you get, or how
much more volunteer satisfaction could you deliver? How much closer could
you get to ward achieving the mission that got you into the social sector in the
first place? These principles are not confined to business. They apply to any
organization, and they work especially well for organizations with a mission.

If you are running a for-profit business, how much more profit could you
earn? How much more market share could you gain? How much more would
you be able to invest in growth? How much would your cash flow improve?

9 Stephen K. Markham andHyunjung Lee, Praduct Development and
Manage ment Associationds 2012 Comparat
Study, dournal of Product Innovation Management May 2013.
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How much closer could you get to ward 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 that yo u 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 be
t h e -névarévblutionary super-cool way of doing things.6T hat 6 s on
The practices | espouse have actualevidence of being effective, from robust,
objective, academic research.

As a decadeslong student and practitioner of new product development
and organizational i nnovation, | Ove
about wh at wor ks anndt camesato makiogeirmaovédtion w
happen.Dondt mi sunder st anddas iuchy if notansore,bthasa g
been learned from failure as from success.

| have had the great fortune of learning from some of the brightest minds
in the field. | have a couple of decades of corporate practice, launching
hundreds of products in a variety of industries, from consumer packaged
goods, to B2B industrial products, to social welfare nonprofit services. |6 vhad
the chance to serve as Executive Director of theProduct Development and
Management Association (PDMA)and become one of the founding members
of the International Association of Innovation Professionals (IAOIP) | have

been immersed in the thought leadership of people who have written the
seminal works in, and founded the practice of, innovation research.

YMary M. Crossan anAdMulit®iménsianal Branewodkiofn ,
Organizational Innovation: A Systematic Review of the Literature dournal of
Management Studies September 2010.
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This book is as much a product of their work as it is of mine. | intend to
share some of the most critical nuggets of wisdom that | 6 v e difrenatmem,e
mixed with a helping of personal experience, a side of illustrative stories, and
a dash of illuminating humor, to make those nuggets accessible andrelevant.
What | 6ve done with this book is to s
that will enhance the return on your innovation investment. The trick for you
will be to figure out how those general principles apply to your organization.

To helpyouinthateffort, | 6 1 | s hselfrassessnoenmgor you to ask about
your organization, 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?

I wonot lie to you. I l ove to wri
motivation for writing th is book.

However, | could have worked on a variety of other topics. And not just
business topicsi! The thing i s, i nnovation is
professional life. For society, innovation drives economic growth, standards of
living, job creation, and other social benefits.12 For organizations, innovation
drives longevity and performance.i2 For individuals, innovation is meaningful
and fun.t4

L1 6ve had it in my mind totdmwhabytsistera n d
one night, decadesago.May be youdre thinking O0Br :
definitely more fitting of your inte

2Nat han Ro ¢$neowation angl Ecoromic Growth, 6 OECD Cen't
Entrepreneurship, 2004.

13 Ming Piao, 6Thriving in the New: Implication of Exploration on
Organizational Longevity, &ournal of Management, November 2010.

“At least it should be. Look at pl ac
people are having fun. Unfortunately, for reasons beyond my understanding,
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None of the general principles of i
that some organizations live those principles, and become magazine-cover
worthy innovators, while other organizations just talk about innovation 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, but when it comes right
down to it, tohnaoyvated o & £ y wd mtoihe dong. ihey t

apparently want innovation to fall in their laps & and wallets & without having
to change their approach to business.

Why is that?

Here are the answers | came up with:

1) They dkaowdvhat innovation really is.  They just follow the
thi nki ng of US Supreme Court Just

pornography: |l 6l 1¥®know it when |
This challenge wil!/l be address
Si mple Chaptero chapter. Wh idaon lofe r

innovation or not, it will at least start us on common ground.

2) They dondt know how t o They thebibis t
something that just happens, when some creative person has a
dOeureka! 6 momento.i nThiberya tti hoinn lsnjashéaayte
self-contradictory as gumbo shrimpéoro Congr essi onal

That may sound like a harsh indictment of businesspeople, but a
2010 McKinsey Global Survey showed that 75%of organizations lack

many organizations and many managerss eem t o bel i eve th
meant to be fun. They think that if anyone is having fun, they must not be
working. What a shame. Fight the power!

“Referring, of course, to Justiou® St
concurring opinion in Jacobellis v. Ohip 378 U.S. 184 (1964), and does not
imply that he actually participated in pornographic activities.
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a very formalized process for getting their innovations
commercialized®*That 6s 75% who are maki ng
This challenge will be addressed in the chapters on strategy,

portfolio management, voice of the customer, ideation, project
management, and metrics.

3) They don6t know how to rall VJher¢eibe
plenty of innovation talk, but not a lot of innovation walk. That same
2010 McKinsey study found that over 70% of organizations fail to
effectively set formal priorities for innovation.

When something 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, the direction, and the reason for
innovation. Formally. As a priority.

That challenge will be addressed in the sections on mission,
culture, the minds of innovators, and teams.

4) Change is hard. Few people enjoy doing stuff that is difficult to do.
Those who have tried 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 you that it
aindt easy.

Change management will be discu
Ooil .o

5) When it comes right down to it
innovation.

There isnf6t much anyone can do

no reason to change (or have a compelling reason not to change), if
you have no desire to engage in creative problem solving, if you just

16 Innovation and commercialization, 2010: McKinsey Global Survey results,
August 2010.
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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 | Thi nking?

Since this is a book about innovation, | need to try to be at least a little
innovative with it. So before you jump in and wonder what the heck is wrong
with the author, let me explain a few points that | had in mind as | wrote.

First, as you may have
surmised from the title on the
cover, | believe in simple. Stanford
professor Kathleen Eisenhardt and
MIT Sloan professor Donald Sull
agree: OHow can pe
the complexity of the modern
world? Our answer, grounded in
research and reatworld results, is
that simple rules tame complexity
better than co¥p

I 1 I present a _
and techniques that you can apply = rigyre 3: Meet Simpleton. Simpleton and

to  your innovation  work friends will be illustrating many of the

immediately. These tools are principles presented in this book. It doesn't
get much simpler than a round head,

limbs, eyes, and a mouth.

intentionally made simple. |
believe that if you need a 586-
page training manual to figure out how to use a single tool, that tool is
destined to be a dust collector. | want to give you tools that you might actually
use. You can always get more complicated later.

17 Kathleen Eisenhardtand Donald Sull, Simple Rules: How to Thrive in a
Complex World, Houghton M ifflin Harcourt, 2015.
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Second, in addition to simple, | believe in comedy. Let me say that if you are
looking for a book written like a congressional budget report or a helicopter
technical manual, | sincerely hope that you find this book NOT to be for you.

Even i f youdre tomry]
for dog toothpaste, you should be having
at least a little fun. While | 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 t Imtensed todea i
Barry Goofs on Innovation€ | believe that

a thin veneer of levity on the solid

Figure 4: Why so serious? . .
structure of academic business research

Innovation is fun...lighten up.
will be the spoonful of comedic sugar

that 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 insights on the truth b
the Onion News Networki s by far OAmer i c adthentostn e
truthful, if not the most factual, news source around.

My hope here is to address a need mentioned by Constantinos Markides
of the London Business School® who argues that there is a growing gap
between what academics are learning through their research, and what actual
business managers know and do. The research is rich, and valuable, and
relevant, but ilttddss nnoott fooeekdntybettesrdadrys

¥No, thatos not a real book. I just

19 Constantinos Markides, cCrossing the Chasm: How to Convert Relevant
Research into Managerially Useful Research Bhe Journal of Applied
Behavioral ScienceJanuary2011.
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Why would that be? We | | , if youdve ever trie
in a peer-reviewed journal, you know that it can be a daunting task. So much
paper space is spent on explaining methodologies, data collection procedures,
and statistical analyses that by the time a practitioner gets to any information
they can really use, their retinas h
sign in their brains.

Note to all of my academic friends:
that was NOT a criticism of your work.
On the contrary, | am THRILLED that you
can and do follow-through on all of
those details, and publish them to the
world for critical review. It takes guts and
brains beyond what most people
appreciate. You stand up before
hundreds of your peers and have to
prove your point beyond their focused
intellectual skepticism, justifying details
like why you used a Niedermeyer
transformation to calculate the tangent
of the Lumbergh curve.?2 | could never do thatt That 6s whtphe |
practitioner -who-reads-and-learns-from-your-work route.

And as a practitioner, | know that the days of people in the business world
are filled with a whole lot of work besides keeping up -to-date on innovation
research. like filling out TPS reports with the right cover sheets or paying
attention to the WENUS while doing a data reconfiguration.2 Yousmp | vy d o

Figure 5: Wait, is that supposed to
be funny?

20 To my knowledge, there are no such things as Niedermeyer
transformations and Lumbergh curves.1 f youdéd | i ke to di

analysis tools, youdl |l .havdem tnoott aal kr e
just play one in books.

2! Thanks go out to the writers of Office Spaceand Friendsfor these all-too-
close-to-reality creations.
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have time left over to wade through the calculus swamp within academic
journal articles.

That ds where this book comes i n.

You see, | want you to actually read thiss Ther eds good st
just may help you to do things better, make daz zling new products, and save
the world with you r creations. The least | can do isto write it in a way that you
actually want to read it.

Oh vyeah. I f the text itself doesnbd
may be Bastdregg® omi xed into the footno
citations to give you some occasional comic relief.

Third, this book is not necessarilyintended to be read from beginning to
end. It kinda starts in the middle, and lets you work your way outward from
there. The beauty of the digital format is that you can quickly shift from topic
to topic, simply clicking to where
you want to go. | & mot arrogant
enough?2 to think tha t every single
word | write will be of benefit to
every single reader. You can

The Core

navigate your way through this of

Innovation

book the way that is most
interesting, most valuable, most

Control

timely, or most whatever-is-
important -to-you.

Culture Strategy

Of course, if you want to read

it from end-to-end, you are
welcome to do so. | promise, | Figure 6: How the book is organized.
wonoét compl ai n.

Fourth, | like analogies and metaphors. | think a good analogy can serve
to enlighten and enhance understanding, by relating the unfamiliar to the

22 Close, maybe, butnot quite .
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familiar. There is a good deal of researchsuggesting that we humans learn by
building on what we already know.

| recognize, however, that analogies have their limits.No analogy is perfect.

One of my favorite analogies is about the learning process. When you start
learning something new, the infor mation can come at you faster than you can
take it al | i n. It can be over whel mi
from a fire hog=-+2

While | dve n
tried to consume water from a
fire hose, the visceral feeling |
get from imagining the
experience really captures
that feeling of being
overwhelmed. It illustrates the
reality so much better than

Ot he infor mat i (Figure7:Ifyouarenew toinnovation, this book
might feel like drinking from a fire hose.
than you can tdake 11 al i I n. o

Therefore, | will frequently use such analogies to give you a better feeling for
the point.
If you find yourself reading one of my attempts at enlightening metaphor,

and you say to yourself, owell, Brad,
di fferent than that in thus and such
go. Thisisab o o0 k , after all, and | candt ac
the point.

| realize that analogies have their limitations. But if you really push me on
t hi s, thfo& bul a douple of quotes from the great statistician George E.
P.Box,whosad, 0 Just as the ability to devi
the signature of the great scientist, so overelaboration and over-
parameterization is often the mark of mediocrity. 6He alsosaid 0 Es sent i
model s are wrong, bhere Taoooghta puryeu doubters u |
in your place.
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Yes, all of my analogies are imperfect and wrong in some detail or another,
but | hope that they prove to be useful in con veying some nugget of value.

Fifth, this isjust an overview of the innovation proce ss. Well, maybe a little
more than that. If the body of innovation knowledge is a pool, then consider
this the shallow end, deeper than the baby wading pool, but not SCUBA
certification depth.

In trying to cover the whole end -to-end process of innovation in a single
volume,we <candt g o .lioakohmydbeokshetf,and | have yards of
space taken up by various books on innovation, from grand overview
handbooks to highly specific, in-depth topical discussions. There is no way to
do a deep dive into all topics, and still make the book readable. Keeping it
simple is the theme, after all.

Finally, keep in mind that | wrote this book at a moment in time. Reality,
however, is a constantly flowing stream of change. Therefore, if it is to be
effective for the long haul, this will need to be a living document. | 6 m al v
diving into the academic literature, looking for discoveries that make me say
oOhol y-bmytihng, Bat man!, ¥4 data,t 656 m ma zButa g
t hat 8 s whdotTheh I likeitokskaretthat information with people who
can use it. So this book will be linked to the Pi Innovation website,
www.3pointl4innovation.com .22 That way, | can keep the infamation fresh,

and up-to-date. | hate the smel]l of informatdi
its expiration date.

One terminology note: I may sl ip i
devel opment 6 interchangeably. That I

innovation in terms beyond just creating new goods and services to be sold to
customers. | happen to agree with you folks (about the scope of innovation,
not about the annoyance). I nnovation
widget for which people wi Il camp overnight, just to say they bought it before

any of their friends could.

23 For the non-mathematically inclined, 3.14 &e, so 3pointl4Innovation is Pi
Il nnovationéyou get a math | esson wit)|
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Innovation, as | define it,24 involves creating something to serve somebody.
That could be a physical thing, sure, but it could also be an intangible thing,
like a method, a process, or a system. Such methods, processes, and systems
can be treated as Oproducts, 6 and ca
principles that | describe for goods and services. If | seem to interchange
innovationand product devel opment somet i me

Do | Have a Foot(note) Fetish ?

A note about all of the footnotes. Ther e are hundreds ¢

Many of the footnotes in this book are just jokes, entertaining asides, links
to classic TV videos, orStar Trek references. Brussels sprouts come up on
occasion. Read such footnotesat your own peril.

Most, however, are citations to various research works in the field of
innovation, cognitive science, psychology, business management, etc.lf you
are a stickler forthefor mat ti ng of citati ons pleaked ir
forgive me in advance.

| tried to be consistent, but not all? of the citations of various sources in
the literature conform to a generally accepted single preferred citation format.
Frankly, such things are irrelevant to me, and the energy required to get
everything orighté far exceeds whwyt
cost-benefit analysis was approximately as negative asthe state budget of
lllinois.2® This book would never pass Academic Journal or Doctoral
Dissertation standards in the citation formatting department.

22For the definition of i nnovWhaiteen us
#&%! Is Innovation, Anywayd sect i on.

25 Actually, none.

%]t is possible that the only thing
more of than debt is corruption, Olikaut
this one: Thomas J. Gradel and Dick SimpsonCorrupt lllinois: Patronage,
Cronyism, and Criminality, University of Illinois Press, February 2015. Hard to
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My <citations have two purposes: 1)
this stuff up, and 2) to avoid accusations of plagiarism. | learned this stuff from
pretty smart people, and | believe in giving credit where credit is due. | also
want to give you sufficient information to look up the source material , so that
you can reach their own conclusions on whether my points are valid. In fact,
most references have hyperlinks that send you right to the material online.

T h at dhese aré my only reasons for the citations.

Hereds an example to illustrate m
formatting: 2 Compare these examples:

1 Adams, Ansel,Ansel Adams, an Autobiography. Boston : Little, Brown,
1985.

1 Ansel Adams,Ansel Adams: An Autobiography(Boston: Little Brown
and Company, 1985).

1 Adams, Ansel.Ansel Adams: An AutobiographyBoston: Little Brown
and Company. 1985

1 Ansel Adams Ansel Adams: An Autobiography Little Brown and
Company, 1985

Do any one of them really offer you a better way to access the source
material? If you believe so, please call me and explain why at 1800-GET-OVER,
ext. IT.

Justkidding.] dondt ‘eiceenmail dm that kne.

beli eve that 0The Land of Lincolné t
ni ckname was oOoOHonest Abe. 6

27 The first three examples are a blatant cutn-paste from the website
http://users.library.fullerton.edu/cbruns/citationstyles.htm , which details

proper use of APA Format, MLA Format andChicago/Turabian Format. The
bottom exampleisaformat!| j ust made up, so | etds
Format. | hope it catches on.
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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 want
to read it cover-to-cover for its shear entertainment value, or
youdd r at her -o-eheoseiinnovaian reterenea, ork
you need to find a good product development joke, you can
leverage the format and the built -in links to do it your way.

Some possible alternatives:

Meth od One: Just read it straight through.
Duh. It is a book after all.

Method Two: Read it as if you were apinball in the rock opera Tommy.
At the bottom of each page is a hyperlink back to the Table of Contents.
From the ToC you can click your way to any section you want to read next.

At the end of each section, there
here?6 grid to help guide you to any
And buried in the text, there are assorted 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 st aturesshewi
key ideas of the section in a succinc
the important themes, just without all the subtle nuances of deep insight, and
all those uproarious comedic comments that illustrate those points so
memorably. Or something like that.

Method Four: Really study it with the intent to internalize it.
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I'n addition to the O0Simple Summar.y
Assessment, 6 with a set of question:
organi zati on& s inei is ncorrergly ifunctioning nkgep those
guestions in mind as you read. Research in learning® has shown that one of
the best ways to learn (and possibly the best way) is to test yourself. So ask
yourself these questions, 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 section,
and then |l ook for answers as you gwad
me a shout. Let me know what the question
where the answers can be found in the book, or research 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, highlighting, 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! Let me know what you think .

Wishing you many happy innovations,

DD Dareer

28 John Dunlosky, Katherine A. Rawson, Elizabeth J. MarsMitchell J. Nathan,

and Daniel T. Willingham, | mpr ovi ng Studentsd Lear
Learning Techniques: Promising Directions from Cognitive and Educational
Psychology, Bsychological Science in the Public Interesfanuary 2013.
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THE WHOLE DARN BOOK
IN ONE SIMPLE CHAPTER
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2 THE CORE OF INNOVATION

Simple Self-Assessment d 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 o0Capta
What s That ? in our industry
(1 l2 [3 Ja |5 Je 7 [8 Jo Jio |

1 Does everyone in your organization agree about what

oinnovation 6 mesan

Everybody shares
Nobody has a clue a common definition
1 | 2 [3 |4 | 5 | 6 | 7 | 8 [ 9 [10 ]

1 How aware is your organization of research into effective

innovation?
There is such a thing? Not ust awar
1 | 2 [ 3 | 4 |5 IB K | 8 9 [10 |

1 How up -to-date are your innovation practices?
Neanderthal Ahead of our time
1 | 2 | 3 | a4 | 5 | 6 | 7 | 8 |9 [10

1 How collaborative are the different functions in your
organization?

Silos that never A well-oiled
speak to each other collaboration machine
(1 J2 [3 J4a [5 Je [7 [8 [o Jio |

1 How clearly defined are your innovation processes?

0 T h ragamwst the wall Clearly defined
and see what stickséo and documented
(1 J2 [3 Ja [5 Je [7 [8 [o Jio |

1 How well do you actually follow the defined processes?
We always follow
Follow what? it to the letter
[1 [ 2 [ 3 [a s [ 6 [ 7 [ 8 [9 [10 ]
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KEEP INNOVATION SIMPLE 3

Simple Summary & Core of Innovation

Key take -aways you should get out of this section:

1 Innovation & done right o drives progress: improved standards of living ,
quality, and quantity 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 bec Moreova, witat
is best for one organization is not necessarily best for another.

1 What you need are fundamental guiding principles. Principles with the
weight of evidence behind them. Suchevidence-based practicesare not
simply activities that work under specific conditions, in specific industries,
at specific times, but rather they can work anywhere, anytime.

1 Evidencebased practices are not one-size-fits-all prescriptives, nor are
they suggestions for mere imitation . Your job is to understand the
principles so that you can apply them to your specific circumstances and
then derive your specific solutions.

9 These are principles for innovation that, if you follow them, will help you
and your organization deliver more successful innovations, more often.

9 Manage your expectations. Evidence based practices do not promise
innovation utopia. Such a place does not existPracticing innovation is
inherently risky. Risk means the possibilityd the necessity 8 of failure.
These practices will help you succeed more often, wih higher rewards,
but will not guarantee success at all times, everywhere.

1 It bears repeating: these generally applicable principles must be applied
to your specific industry, culture, and capabilities to define the specific
systemsfor your organization. Simply doing what someone else did will
not help if it doesndt fit your o

TfThis book uses the O0innovatiasgic en
oOinnovati on {inoomationis éan intentidnallact of the
innovator, not a passive thing that just happens. The engine model
captures the variety of components that must work together to drive
innovation forward. The engine model also captures the variety of forms
that engines can take to meet the particular needs of the work at hand.
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4 THE CORE OF INNOVATION

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

1 Align everyone in your organization to a common goal and means of
achieving it.

1 Understand the people that your organization is trying to serve.

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

1 Understand the people in your organization and how they think.

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

1T Do the best you canddwintdhl eshdadtr yloausis
demand more.

1 Communicate clearly and effectively to all of your stakeholders.

1T Dondt expect i nn o vaatwil awaysbeoa rigky difficulth a |
endeavor.

1 Measure the important things that will get you to your goal.

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

There. It doesndét get much simpler t

What the #&%! is Innovation, Anyway?
So | etds talk about tWhatexactlyrissnndvatign? c

You may be thinking, 0Seriously? Dc

I know what i n n oomsier ithis fromi as article WeVITI Sloan ¢
Magazine:

OFaced with slow growth, commo

competition, many CEOs view innovation as critical to
corporate success. William Ford Jr., chairman and CEO of Ford
Mot or Co., recently announced tha
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KEEP INNOVATION SIMPLE 5

innovation will be the compass by which the company sets its
directiond an dadopthrmdvatiof @g itk cobewi | |
business strategy going forward.
Jeffrey Immelt, chairman and CEO of General Electric Co., has

tal ked about t he 6l nnovation | r
innovation is central to the success of a companyand the only

reason to invest in its future. Thus GE is pursuing around 100

6i magination breakthrougho proj ec
i nnovation. And Steve Ball mer, Mi
recently that ©&innovation is the
keep customershappy and compé&titors at |

Then the next paragraph begins with

exactly is innovation?é6
| get the sense that the business leaders and media pundits of the world
arenot al |l talking about t he shAndithe t

products and services they keep churningoutas t hei r Omakennev a
guestion what they mean, too.

So, before embarking on a journey into the principles of innovation, we
should probably establish what innovationis. Let 6 s st art wher e
person starts when looking for a definition. The dictionary.

The Mirriam-Webster Online Dictionary defines innovation thusly:

Innovation noun in-no-vation \fj-nb-"va-shon\
1: the introduction of something new
2:a new idea, method, or device; novelty

When | dug that definition up, | noticed a headingc al | ed ORhOy
I nnov at dite rsucld woitds as dabdication,6 caberration,6 cabnegation,6
and dabrogation, 6 all of which could be applied to whoever came up with this

®Mohanbir Sawhney, Robert CIhelWbiffeccott t
Ways for Companies to Innovate, BT Sloan Management ReviewApril 2006.
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6 THE CORE OF INNOVATION

entirely unsatisfactory definition. Noah 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 when we
need some knowledge. So what does the Google have to say?A search of
odefinition of innovationd6 returns
seconds d consider my mind blown). Readers, | love you and everything, butl
just candt go t-Hillioropageb foraybul If yguurealty twant to
know what they all say, vy o udyoerselvess t

Most of the satisfying definitions have a good deal of overlap, and vary
only by some wordsmithing and nuance. Rather than try to come up with some
super definition that trumps all o¢
definition of innovation in a picture & saving you a thousand words worth of
reading.

INNOVATION

Significance

&

Status
Quo

Unicorns

Creativity Execution

Pet Rocks

Figure 8: The definition of innovation according to the Pi
Innovation picture dictionary

Go to Table

of Contents




KEEP INNOVATION SIMPLE 7

Real innovation comes at the intersection of three elements: creativity,
significance, and execution. Or call them
onew and different, 6 Oproblem sol ving
are many ways to express the general meaning of those three circles. That is
why | di dn 6 pithwlitle dbfmition. Whateser words you choose to
describe it, just remember that innovation occurs where those three things all
come together.

If any one of those three elementsismissing, it ds not inno

Creativity is the most recognized 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 hingabrethanthd d,
status quo. lt6s andesxinotti a¥h ¢ ommoodit:

Significance means that it makes a positive difference for someone. If it
doesndt do something val uabl aninhovationy o
You can come up with a whacky, unique idea and make it into reality, but if it
doesndt do something that peoplikea peta l
rock32 Ok ay , I 61 1 C 0 n ¢ e d eamd dutapet roekis wene valued y

30 Not surprisingly, research demonstrates that novelty is indeed critically
important to new product success and helps drive competitive advantage.
See, for example, Subin Im, Mitzi M. Montoya, and John P. Workman Jr.,
OAntecedents and Consequences of Creativity in Product Innovation Teams 6
Journal of Product Innovation Management January 2013

%l n fact, as Im, Montoya, and Wor kma
perceived as simply weird or bizarre by the target audience if they are novel

or unique but carry no meaning (i.e., the extent to which outputs are
perceived as appropriate and useful |
and of itself may imply an unreliable or untrustworthy pr o d u cThus, et

rocks. Note: | slightly rearranged the words to flow better here, but they are

all in the paper and consistent with its meaning.
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8 THE CORE OF INNOVATION

as gag gifts, but that ran its course quickly. Humankind 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 world, in a way that
people can actually experience thevaluey oudve got nothing
may be a fantastical, magical, wonderful concept, with the power to save the
world, but if you cané6t make it into
toyour customer s, it &8s jtissotanmnofaton.#2asy .

Innovation must have creativity, significance, and execution All three.

Note also, in this definition, what innovationis not: i t & $ustabout being
high-tech. | t ribtsjust about generating patents. | t & sjustnabdut being
connected to the interweb. | t & sjustnabdut coming up with the radical
breakthrough that will change the world.

I'tds also not just ab o u tBusipasonbdets cas
be innovations. The iPod was not just a gadget. It wasa rethinking of how
media can be distributed and enjoyed.

Itds not just about things you sel
Internal processes and systems car{and should!) be innovations. Finding a new
and more efficient means of sharing information than changing the cover
sheets on a TPS report(stapled with a red Swingline® stapler, of course) meets
the criteria necessary forinnovation.32

There are many ways to imovate. We can intuitively sense that a newto-
the-world product employing a new and unique technology and delivering
market-changing value (like the world wide web) is different than an extension
to an existing product set employing existing technology an d adding only
incremental value to the market (like adding rutabaga-kumquat to a line of

20kay, so | dondét have academic rese.
never executed dondt succeed. Il sup|
goingtotakeitasast at ement of the obvious th
do much. If you can prove me wrong on that, let me know.

33 Thanks to the brilliant movie Office Smce for illustrating the potential value
of business process innovation so poignantly.
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KEEP INNOVATION SIMPLE 9

iced tea flavors). Some will land you a guest spot on the Tonight Show Most
will not. Buttheycanal | add value to the worl d,

Sincethe word innovation by itself covers a wide range of possibilities, e t 0 <
break innovation down to a few types. As we do, t hough,
there may not be clear lines distinguishing between them. T h at & sJusbas a
the col ors of aeclealinesdistimguishiogrbétweenhtteem, we
can still name all the colors after Roy G. Biv3*

There is no single means of classifying innovations®*s o | 61 | s ha
to think of it3* Once agai n, I o1 1 define the
getting bogged down in wordsmithing the perfect definitions. Just take a look
at Figure 9.

An innovation can either apply a novel technology to a problem, introduce
a novel solution to a market, or both.

Consider Ot he marketo6 to be the p
innovating, those who will derive value from it. This can be the market in the

sense that most people think about it, where goods and services are

%'n case your grade school science t
G. Biv is a mnemonic for red, orange, yellow, green, blue, indjo, and violet.
Now youdl I ace that colors of the ra

Rosanna Garci a an dAcrRicaldoekat t€hnblegical o n e
innovation typology and innovativeness terminology: a literature review, ®he
Journal of Product Innovation Management September 2003 I 6m gl a
someone is trying to narrow the number of definitions out there.

%] know | stgustdry td sellvmoy ownddead, but there is research

support for this. My classification:
ORadical 6 roughly correspond to Gar ci
New, 6 and ORadical . & Ol ejalidty dhewd o Ila

the lines between them are quite as definitive as they strive to make them.

They have a different purpose 8 academic research clarity and consistency.

I 8dm just trying to keep the undsimpiet al
for the rest of us. Feel free to call the categories whatever seems meaningful

to you and your organization. My f e
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10 THE CORE OF INNOVATION

exchanged for money. However, it need not be just external to the
organization. Internal innovations can be just as valuable, so think of your
internal customers as well. Fixing the way cover sheets are placed on TPS
reports could be an innovation (incremental), or replacing TPS reports with

direct
Market
Newness
Product/
Technology
Newness
Figure 9: The categories of innovation according to the Pi
Innovation picture dictionary
mind-l i nk devices among all empl oyees
dangerousél dond6t want everyacameoftose wi

meetings).

As for technology, do n & t t h asrjust refefring to digital-internet-
electronic-computer -laser-quantum types of stuff. Technology simply means
how something gets done. That will include digital-internet-electronic-
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KEEP INNOVATION SIMPLE 11

computer-laser-quantum things, but it will also include seed-planting methods
for farmers, ratchets on wrenches, andscissors for cutting pizza3?

For both market newness and technology newness the degree of novelty
falls on a continuum. It can be as small as changing a poduct color from black
to red, yellow, and blue,® to as big as creating the industrial revolution with a
practical steam engine3

Incremental innovations involve small changes to exising products, with
existing technologies, and within existing markets. The 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, bundling
existing services together into a new single offering, or adding a pumpkin spice
fragrance to a |ife of mendés deodor a

Evolutionary innovation  involves breaking into a new market, or
leveraging a new technology. The Sony Walkman,for example, created a new
market with an existing technology by making that technology portable. The

%7 No, really. https://dreamfarm.com /us/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 from slow-r e a ¢ t i n gny elstomerycandhave a carpainted

any colorthath e wants so | ong as it is bl ac
innovators have blind spots.

39 In the information age, we tend to forget about such life -altering events
from past centuries. Fortunately, there are historians who appreciate and can
tell a good historic story. Check out William Rosen, The Most Powerful Idea in
the World: A Story of Steam, Industry, and InventionUniversity of Chicago
Press, 2012.

01 6ve al wanmypitste anmel likedStarbucks in the fall. Not really. Just
a comedy joke.
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12 THE CORE OF INNOVATION

Canon LaserJetleveraged a new ink application technology in the existing
paper printer market.4

Radical innovation involves both new markets and new technologies. The
steam engine. The internet. The warp engine, replicator, and transporter that
havendt been i soenaviibeead cyeatd,i ntgutt o Gene
team.42

I wonbgi rbgg the very popular term 0c
Whynot?Af ter all, 1itds a very pDiplmbndian w
that i1itds popul ar?

The problem with talking about ddisruption éand disruptive innovation 6is
that there is a conflict between what it means in the very particular sense
originally framed up by Clay Christensen inThe | nnovat oThés
Innovators Solution and Se ei ng Wh, artd @veat tiNeeaxetage ordinary
mortal business person means by disruption. In the former sense, a particular
innovation must fit a specific set of criteria to be considered disruptive, 2 and

41 Both examples were taken from Garcia and Calatone, A ditical look at
technological innovation typology and innovativeness terminology: a
literature review, ©he Journal of Product Innovation ManagementSeptember
2003.

42 | ess than fifty years to go, unless the Borg successfully travel bak to our
time and assimilate us all.

“Those characteristics are: o0(1) thi
attributes mainstream customers value; (2) the new features offered by the
innovation are not valued by the mai nstream 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 low-end, price-sensitive customer segment, thus limiting the profit

potential for incumbents; and (5) over time, further developments improve

the innovationds performance on the
to a |l evel where the innovation begi
Courtesy of Vijay Govid ar aj an and Pr aTheUsafuln&s of Ko p
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KEEP INNOVATION SIMPLE 13

not all dramatic, industry-altering innovations fit those criteria. In the latter
sense, pretty much anytime a businessperson feels blindsided by a
competitive move that they failed to foresee, they consider themselves
disrupted.#4

Dondt get Thme comcepb of gisruptive innovation (under the
narrow academic definition) isimportant. | 6 m not dilsdnm sjsuisntc
to declare it beyond the scope of this book to discuss in detail. For now, just
understand that ddisruptive6 1 n t h e Ch ris mttthe samethingas n
aradical,6 doreakthrough, 6 &revolutionary,éor any other word that you chose to
use for that third category.

Innovation is NOT an Expense

Thereds one other component in the
yet mentioned. Innovation is an investment. It is not an expense.If you see me
at a cocktai | party, dondt get me started

innovation expenditures are treated by generally accepted accounting
principlesasexpensesl t s one of my bigger prof

Measuring Disruptiveness of Innovations Ex Post in Makirg Ex Ante
Predictions, #ournal of Product Innovation Management January 2006.

“This is not just sarcasm on nbsrugieer t .
Technology Reconsidered: A Critigue and Research Agenda fournal of

Product Innovation Management July 2004 0 A questi on t hat
whether a technology isinherent | 'y di srupti veisar i f
function of theperspect i ve of the companies =sut
ese for O0if someone hands you your |
youbve been disrupted. ¢ And al most
introduced his concept of disruptive innovation, articles in Harvard Business
Reviewcontinue to argue whether innovations are disruptive (see, for
exampllees | a06s Not as Disr upd i Maey a20 1lYso)u
| dnot going to resolve the issue in this book.
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14 THE CORE OF INNOVATION

As | said, innovation is an investment.Like any investment, it is one that
involves risk and uncertain payoff. The evidence based practices discussed in
this book will help you to do your innovation investing wisely.

Remember the financial market collapse of 2008?Although the causes of
the collapse were numerous and complex, a significant contributor was too
many people investing too much money in innovative but unproven financial
instruments. When those instruments proved to be far riskier than believed,
bad things happened.

Remember the dot.com tech bubble burst of 2001? As the BBC reported
at the ti me, oWarren Buffett took a
dot.com stocks. Now he s enjoying t|

If you think of innovation as an investment, then the i nvestment 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.com.Rat her , I dm going to tell you t
diversified portfolio of investments that matches your risk profile and time
horizon, using well-understood and proven investment strategies.

Think of it like this. Say you have $00,000 to invest. You could go to a
roulette table in Vegas, put it all on double -zero, and hope for a $3,500,000
payout . And you just mi ght 2@%% aof the timé.a f
Of course, 97.4% of the time, you go home broke.

Alternatively, you could stick the money under the mattress. You may not
get anything forit,but at | east vy o Justwtckwith thelstatsseuoj t
and be safe. Take out a little at a time to pay a bill here and there, or to cover
an unexpected rainy day expense.Until the day that you reach under the
mattress, and find only enough loose change to buy yourself a can of pop (or
soda or coke, depending on what part of the world y o u 8 r e at the locat)
convenience store.

Or, you could invest the money in anything from a simple savings account
to precious metals to government bonds to corporate stocks.You could create

45 BBC News World Edition BusinessTuesday, 13 March, 2001
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KEEP INNOVATION SIMPLE 15

a portfolio that aims at the return you need within an acceptable level of risk.
You grow your returns, and over time, build something to retire on, so that you
dondt have to work as a Walmart gree:

The same is true for innovation investments.

You could place your bet on that one big idea. After all, you just read the
OHow | Di dind.mhadg @ msisruee, odnd t h ataddsfamous w
entrepreneur did it. Unfortunately, you will likely find out the hard way that
such hits donét Foravyery entiepreneur fhat made itebig on
their one great idea, there are fifty, a hundred, or five-hundred that ended up
filling out grill master job applications at the local Burger Barn

You could just keep doing what you and everyone else in your industry are
already doing. | t was successful b edntowweeto bewh
successfuP’You dr e good at Wntil,thasigpbettet serddes and t
better products are offered by som eone else, and your old reliable customers
startliningupatthats omeone el seds shop door.

Or, you could look into how to invest your innovation dollar wisely.
Understand the investment principles that have been proven to work. Devote
the time to figurin g out how those enduring principles apply to your industry
and to your organization. Make the investments that will ensure a return now
and into the future, for you, for your investors, for your customers, for all the
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 immediately. If you implement these principles, you will improve
your innovation outcomes & success rates, retuns on investment, customer
satisfaction, revenue, profitability, mission fulfilment & whatever measuresi®
are meaningful for you.

Will every effort be a home run? No. But you will win more ballgames,
guaranteed.

46 For more on innovation metrics,go t o t he fmogation fomFan o n
and Profit6 a mmbvation for Fun and Not -for-Profit. 6
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16 THE CORE OF INNOVATION

Why the #&%!' Should You Innovate?

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 important to you,
then you should innovate. More innovative organizations deliver more of all of
those things.%Z If you are a nonprofit, finding ways to innovate and adapt is
critically important to delivering against your mission & and the financial
soundness from metrics just mentioned will help sustain your organization to
pursue its mission on into the future. 48

Those are the visible benefits of innovation. Less obvious is the intangible
value of having a reputation as an innovator. Companies that develop such a
reputation have more loyal customers. They have customers that are more
involved with and excited about the organization . And their customers are
even more tolerant of their failures.42

Imagine that d the more innovative you are perceived to be, the more
forgiving your customers are. Your innovation risk profile goes down as your
innovation reputation goes up.

If you are a non-pr of i t, donot thiymki tdon§ o
ocustomers. 6 You do. The people you
Your volunteers are customers. Your donors are customers. People of the
community are customers.

“Mary M. Crossan anAdVullM®iméensicnal Pranewodkiofn |
Organizational Innovation: A Systematic Review of the Literature &ournal of
Management Studies September 2010.

“MarkH. Mo @he Public ¥alue Scorecard: A Rejoinder and an
Alternative to 'Strategic Performance Measurement and Management in
Non-Profit Organizations' by Robert Kaplan, 6 H a u srefor No@@afitt
Organizations Working Paper No. 18, May 2003.

®David H. Henar d aReputateefor®modudinnoRtoa: ilts ,
Impact on Consumers, dournal of Product Innovation Management,2010.
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Peter Druckerstateditwel: 0 Because the pur pacreae o
a customer, the business enterprise has twod and only two 8 basic functions:
marketing and innovation. Marketing and innovation produce re sults; all the
rest arAmncdosdesndt | et the 0luhinkthatigso
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 subject. US News andWorld Reporthas
been annually ranking which schools are best at teaching it. Meanwhile,
oi nnovation, o has al most been an a
mentioned in one lecture of one of those marketing classes. For me, it was in
a class on operations management3!

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

Remember Blockbuster Video?2| f y ou d o thé picture i IFigurek
10 for a brief video from the Onion News Network 22 to relive history.

In just ten years, Blockbwster went from having 9000 outlets and
dominating their market, to closing all of their stores and declaring bankruptcy.
This dramatic fall of the mighty was largely due to lack of innovation in a

50 peter Drucker, The Practice of ManagementHarper Business Reissue
Edition, 2006.

5! Fortunately for me, my operations class was 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 subje ct
today. Thanks, Abbie!

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

53 The acnewsd network that comes closest to sharing the truth, even if not
sharing any actual facts.
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changing marketplace. Blockbuster
could have benefited from some
innovation education .

Thatds any eas
make, of course, with the benefit of
hindsight. It 6 s easy theo
strategic miscues made by

B Figure 10: Just click to take advantage of
Bl ockbusterds HOW € miracle of the internet and watch this
could they be so myopic? Thank ONN video.

goodness that never happens in
any organization | know of.%4

| had the good fortunetos peak with someone i nv
2007 strategic decision to focus on physical, brick-and-mortar video rentals
and avoid entering online media streaming.%® This individual was smart.Darn
smart. The other people involved in the decision were just as smart. The reality
is that they made a decision that made sense, corresponded with the data at
hand, and yet still proved to be wrong. And thatds one r
organizations get beaten by innovation.

The point here is that innovation is hard. Innovation goes against our bias
to maintain the status quo 2 It goes against our preference for acting
according to the certain now rather than the uncertain future. % Unless you are
enabled to act in a conscious, celiberate, and systematic way, creatingthe

“Yeah, right. |1 6ve seen this Ddywpagten |
the referencesto Virgin Records and Borders Boks at the end of the video ?
This kind of thing happens all the time, everywhere.

55 Whose name is withheld to protect the innocent.
For more on cogni t CogeitivebBiasee S ecd o ono

57 Jennifer S. Mueller, Shimul Melwani, Jack A. Goncald@ilhe bias against
creativity: Why people desire but reject creative ideas, Bsychological Science
January 2012
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future rather than be coming victims of it, you just may find yourself to be the
targetofthat o how coul d t hey b aspsopleisthengitod-0
distant future look back on what you are doing today.

The Innovation Engine

Now that youdve dipped your toes
time to wade in a little deeper. This book will provide you a metaphorical mask
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 depth 6 and that would
defeat the purpose of keeping innovation simple. To overuse the swmming
metaphor, this book is not intended to provide SCUBA certification, diving to
the full depths of each topic. That may come in future publications. For now, if
you find yourself interested in a deeper dive, please contact Pi Innovation at
www.3pointl4innovation.com.

The following chapters divide an innovation system into various
components. This is done for clarity, not because there are clean breaks
between those components.
The components of an

innovation system are highly
interlinked. One part depends
on another, which depends
on yet another, which feeds
back into the first.

Dondt get tod ;
the complexity diagrammed

in Figure 11. Embrace the e

chaos! This book will clarify 8 =" e e

things, and show you how the  Figure 11: Even thisoverview Innovation Engine

pieces work together. T h a t diagram doesn't get at the full complexity. B ut it
should help to convey why we don't try to cover

everything all at once.
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what true simplicity is @ making the complex clear.

Shifting gears a bit (pun intended dy ou 6 | | see what I |
l etds | ook at anot her an atalligtye Inhavationa n
Engine (thereitisE gear s, engineépunny, right?)

Traditionally, innovation has been modeled as a funnel. The wide end
represented the many ideas that you start with, which, over time, are narrowed
down to the few ideas that are actually executed. This model has been built
upon and modified over the years to address different aspects of innovation,
but <concept ulatidallythe sanedhing for elecades.

| 8ve used the mo ‘The lnnova‘cion Funnel y
career, but the mor ab
it, the more | have a problem with it. | t ¢ "’““"*“,
way too ' limited to really help s‘;* * X % XA
conceptualize a system that an
organization can follow. | 6 v e
groups try to force fit it into defining
their processes, and it ended up either
confusing people or being utterly
ignored.

The key problem with it is that it is  Figure 12: The funnel model of

passive.Think aboutit. A f unn e | Innovation - start with a whole bunch
of ideas, and whittle them away as

time goes on.

do anything of its own accord. It relies
on the outside force of gravity to pull
stuff through it. This is especially ironic for the innovation funnel, which is more
often than not represented horizontally. Have you ever tried to pour
something through a horizontal funnel? Stuff either just lays there, inert and
motionless, or it makes a biSgdlyohatisalne
too accurate a representation of many innovation systems in may
organizations.

It is far more useful to imagine the innovation system being an engine.
Something that you control and use to drive your organization forward.
Something with a variety of components that operate together to make
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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 rubber-
band airplane, to a modern rocket engine. The questions to you: which type of
engine is the best?

[Cued Final Jeopar dvhiléyoti hud timet ovenlu s i ¢

Figure 13: Engines come in a variety of forms, sizes, and levels of complexity

Ready to check your answe?

The correct answer is:it depends.

You may have thought 0 wellergines Bseddandhe t
first stage of NASAG6s Saturn V rocke
compl ex such engines ever buAnsweringtisab |
way would make you a nerd (which | offer as a high compliment, and | find to
be very endearing). It would also make you wrong.
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The reason it is wrong is that the best engine is the one that serves its
purpose best. Yes, the rocket engine is incredbly powerful and fast and can
get huge payl oads t o Hevsveraipyeur mmgose ik s
provide entertainment to an eight -year-old, you will find that the rubber band
airplane engine makes a far better choice.

And that provides a good ill ustration 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 specific circumstances (design that engine against the capabilities,
objectives, and resources of your particular organization).

To generalize what an engine is,
| dve broken it

The Innovation Engine

Control components, all of which begin with
s, C to make it easy to remember:
Creation, Gonversion, and Control.
Creation Cleverts
Each of these systems will be
further broken down into their
components. Again, this is not

_ because such components exist
Figure 14: The three components of an

Innovation Engine. independently of one another. Just

like the starter system, fuel system,
exhaust system, and cooling g/stem are all interconnected in a car engine, so
are the systems of the innovation engine. If any individual system breaks down,
the whol e engi ne rmutheeaskrto desoriveeandumnderstand o
all that is going on when the systems are broken into their parts. And simplicity,
as we know, is about clarity and understanding.
As each part is discussed, youdl|l
the book available. These links are thereto help you quickly jump between

%8 How about that? Another word beginning with C. | can sense how
impressed you are.
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components and sub-components that are linked together . You can choose to
jump around from topic to topic, or to read straight through. Do whatever
helps your understanding the most. t s your book after

The Control System

Youdl | notice that tthe eontelisystem. Ihat nan
seem counter-intuitive if you are expecting things to start with the creation
system. Pl ease dondt assume that st a

| advocate a top-down command-and-control approach to innovation. |
absolutely dondt .

The reason for starting with the control system is the nature of the
components. These components d Mission, Cuture, Strategy, and Portfolio
Management & offer the guidance required to channel innovation energy in
the right direction. It bears repeating that these sub-components do not fall
exclusively wunder ocontrol, 6 but ar
innovation system. They can best be understood in their parts, but must be
assembled together as a wholeto be effective.

Mission is 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
toget her . I f something is not rel eva
all.

Simple Mission ToolThe Mission Definition Template

Culture i s o0the way we do things arounc
a computer, culture would be the operating system. Everything you try to do
must fit the organizational culture, 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 long-run, though, you can (and should) adjust your culture to
best serve your mission.
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Simple Culture ToolsCompeting Values Framework Change Management
Guide

Strategy is the plan for achieving the mission. Strategy is also anonion
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 roof, the
innovation strategy must support the overarching organizational strategy,
which, in turn, supports the organizational mission.

Simple Strategy ToolsThe SWOT Matrix The Five Forces PLUSProduct
Life-Cycle Map, Attribute Opportunity Map , Blue Ocean CanvasInnovation
Radar, Ten Types of Innovation, Value Web Mapping, Innovation

Roadmapping Template, Simple Innovation Plan, Open Innovation Strateqy
Matrix.

Portfolio Management is where the strategy talk meets the execution
wal k. Itds where resources are allo
portfolio management, confusion and over -extension will rule.

Simple Portfolio Tools: Strategic Buckets Map Risk/Reward Map, Project

Type Map; Time Horizon Map, Urgency Assessment Map Project Scorecards

The Creation System

Next, the Creation system will discuss customer understanding, the mental
game of innovation, and idea generation and refinement.

Customer understanding means deeply empathizing with the real needs
of those you are trying to serve, and using those needs to guide your
innovation effort. Itis al so known as uosMooinceer 6o fi nt t
circles 0 although that name is a hotly debated topic. Delivering something
people really need is not up for debate. What is hotly debated is the way in
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which those needs are identified. There is violent agreement, though, that the
one way not to identify a customer need is to merely ask 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 consider d those that receive form their services, and
those that give to their services. Both must be recognized and treated as
customers.

Simple Customer Understanding TooldDesign Thinking Approach, Problem
Definition Process, Simple Customer Survey Affinity Sorting , House of Quality.

The mind of the innovator 8 now that might be a scary topic. 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 Tools: The Dirty Dozen Cognitive Biases Six
Thinking Hats, Innovator Mental Model , The Mindfulness Drug, Conditions for
Flow.

Idea generation and refinement is 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 planting of high-qual i ty seeds. T

innovation asitisformoder n f ar mi ng. The ol d br
work well. You should use more advanced (yet still simple!) techniques, proven
to be more fertile.

Go to Table

of Contents

C



26 THE CORE OF INNOVATION

Simple Ideation ToolsBrainwriting, HIT, SCAMPERTRIZ Value Propaosition
Template, Simple Concept Worksheet

The Conversion System

Finally,the Conversion system will consist of Teams, Project Management,
and Metrics.

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

Simple Team Tools:Five Levels of Teamwork Three Teamwork Roles
Octopi  Model, CLEAR Communication RAPID Decisionmaking,
Transformational Leadership Model, Conflict Management Tool.

Project management for 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 the 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 ToolsStage-Gate vs. Lean/Agile Overview
Simple Project Charter, Delphi Forecasting, Simple Pre-Mortem , Oobeya Room,
Simple Meetings, After Action Review.

Metrics are important because what you measure is what you will affect.
Metrics are the measures used to guide projects and programs 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 performance is
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optimized. Non-profits need to follow similar metrics to for -profit
organizations, but with an added twist given their differences.

Simple Metrics ToolsPotential Metrics List, Dashboard Development
Guideline, Nonprofit Considerations

Keeping Innovation Simple

Ah, the KISS principle.

Kelly Johnson, the creator of and lead engineer at the Lockheed Skunk
Works back in the days of developing the U-2 and SR 71 Blackbird spy planes,
developed the KISS principleS{apiThs&)
became a popul ar way of expressing t|
complekeedp |t Simple Stupidd el oquerl
beautiful design and development philosophy.

Then somebody decided that t%hSei nwoer
become socially unacceptable for anyone to be offended anywhere at any
time, % sensitive folks looked for new words to fill the same acronym just as
memorably. | suplesep Dbt Si mp lbeth fail&litorgsoive the n ,
personal offense issueand was redundant,: so further efforts were required.
Polite variants of O0OKeep It S i-yearlole ,

word o0sillyé is obviously | e-gearoldWwdrde n
Ostupi 6)lI,t SKempl e, Sol dier, 6 0Keep |
OKeep |t Si fhdaveall beBrotded.psi st 6

59 The spectacular success of thglnsert Subject Here] for Dummiesooks
indicates that not everyone is offended by a jab at readers.

0] sure hope that statement doesndt
61 And repetitive.

52 | made that last one up. No one really says 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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It oyed around with ideas for a seco
book title. All variants fail to capture the wit and wisdom of the d dare | say it?

0 simple and straightforward original. | eventually gave up, and just deleted
the |l ast 06S6 to end up with just o0Ke
pretty, but the principle is just as valid. Keep it simple.

And in this case, Orgamizationstsidould keep &heéirn n
innovation efforts simple.

Yetwe overcomplicate things all the time. | t & sRulegsoldbdrg himself
were designing not only the products we offer, but also the work systems we
use to create them. In the name of communication, we have too many reports
and too many meetings with too little clarity and too many PowerPoint slides. &2
In the name of maximizing return on investment, we pursue SO many
potentially valuable project lnthe nfarmeof w
decision-making, we waste time, money, and energy collecting and analyzing
nonactionable data on spreadsheets with m
laboratory.

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 quo. We 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 this simplicity m essage 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 a sick child and wondering where the
thermometer is to see if that same child has a fever. And while prioritizing the

53 And no, using Prezi instead of PowerPoint to make cooler visual transitions
between mini data dumps is no better.
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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 repeatedly 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 all-knowing, all-powerful computer. It
is limited and fallible. It has only so much capacity. It can do only so many
tasks. When we overcomplicate 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 well in/Joyage of the DawnTreader. One day the
cat got into the dairy and twenty [men] were at work moving all the milk out;
no one thought of moving the cat. 6

Meeting complexity with complexity breeds more complexity. That means
more work than necessary. That means wasted effot. That means lower returns
0 or even negative returns. Finding ways to simplify enables us to do more, and
achieve more.

As Bill Jensen, author ofSimplicity, put s i tadthea@saf mgkihg c
the complex clear & can give us the power to get stuff done. Power to work
smarter. It 0s a prerequisite if we
i nnovation, creativity, and ided&ds th

That definition i s i mpa makiagnthe.complexmp
clear. 6 To make the compl ex ©hveidover vy
complicating the system, and communicate in a way that your organization
understands.

When confronted with complexity, we tend to respond with complicated
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 wasted. The more coodination between parts that is necessary. The more

64 Bill Jensen,Simplicity: Working Smarter in a World of Infinite ChoicesBasic
Books, 2001.
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likely breakdown is to occur. The more likely customer disappointment,
disillusionment, dissatisfaction, displeasure, discontent, disenchantment,
di stress, di s gr u4ing lyamaustamérs vBth armecedsary
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 wellbeforetrying to implement anything new.
Imagine a doctor who tells you that 0
administer 500 mg of acetylsalicylic acid buffered with calcium carbonate,
followed by eight hours of left and/or right ventral decubitus with somniation,

then electronic transmission of post-t her apeuti c modal i f
something | ike that, you might barel.)\
I got, Doc?6

A better communicator tells you exactly the same thing in a way you can
under st and: OYou tossed wngaver, gc take knmo e s
aspirin and call me in the morning. 6

complex clear is what simple is all about.

Simple is not about |l azy. 1t6s not
work involved with complex solution s 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 econometric forecasting.t®

“Kesten C. Green an &imgleVerSus GdmplexAr mst r
Forecasting: The Evidence $ocial Science Research Netwarkarch 1, 2015.
From t he GQubreview @ studies camparing simple and complex

me t h ofduadéd7 comparisons in 32 papers. None 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 paperswith
guantitative comparisons.. Nevertheless, complexity remains popular among
researchers, 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)
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No, 0simpledé does not mean oOeasy. €
particularly challenging. Innovation is a complex process in a chaotic world.
0Si mpled seeks to bring cl ar i todinates
resources to maximize the return from their efforts. And that makes the
innovation engine hum.

0Si mpl ed i st dftheinnavatisnsbwan The rowers still have to
row their arms off to make the boat go, b ut 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 complicated is easier?

l nnovation involves | earning. LeSdrr

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

Innovation involves prudent investment, and the best investors follow
simple rules. As investment guru Johr
solutions to a problem® choose the s

forecasters can use complex methods toprovide forecasts that support
decisionnrma ker sd pl ans; and (3) forecaste
incomprehensibility. Clients who prefer accuracy should accept forecasts only
from simple evidencebased procedure®

66 Note: cogswaind i s not a dirty word.

7J acob F eThedSmmlitity Principe i n Human Concept
Current Directions in Psychological SciengeDecember 2003.

®Davi d J. Mutieomdogysensedmaking: a new simplicity in
decision making, kformatics in Primary Care, February 2005.

69 John C. Bogle,The Little Book of Common Sense Investing: The Only Way to
Guarantee Your Fair Share of Stock Market Returndohn Wiley and Sons,

2007. Fortune Magazine named him one of the four investment "Giants of

the 20th Century," along with Warren Buffet, Peter Lynch and George Soros

So he might know what he6s tal king al
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Keep in mind that we are talking about simple fi not simplistic. You do
need to be careful not to cross the fine line between them. | believe strongly
in the paraphrase of Einstein, 0 Ma Kk ¢
s i mp1 Ag design genius Don Norman putsit, 5 The mar k of
designer is the ability to provide what people need without excessive
complexity, without feature bloat. [But] simplicity [alone] should never be the
g o a4 Sintple, but not simplistic.

Simple is empowering. Simplistic is debilitating. Simple is taking into
account the myriad of complexities in the world and coming away with a
cohesive understanding of how it all works together. Simplistic is focusing on
one small piece of it all and thinking that 6 s a | | Sinplh is seeingithe .
whol e ani mal and Simplisticnig seeing Just thé t@ihand 6
thinking o0fuzzy shake without a face

I f vy o turead thedpnetace/answers to your questions/2 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 testament 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.

0 Apparently, what Einsteinactual y sai d was o0lt can s
the supreme goal of all theory is to make the irreducible basic elements as
simple and as few as possible without having to surrender the adequate
representationofa si ngl e dat unOthers thenypgraphraiseel n c e .
that into the more eloquent, and ironically simple, quote used in the text.

“"From Don Nor ma Wi 3Bsigmaly sommogan? & lshed
on his website, jnd.org.] added the oObutdé and oal o
meaning of the article as a whole.

2 1f you are unfamiliar with the parable of the Blind Men and the Elephant,
check out the story here.

“You can always go back hared read it
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For those that didnoét read it in tl
it even afterdiscover i ng my hurt feelings, I &l
missed. Stanford professor Kathleen Eisenhardt and MIT Sloan professor
Donald Sull have done research on managing complexity. They say!o How ¢
people manage the complexity of the modern world? Our answer, grounded
in research and realworld results, is that simple rules tame complexity better
than complex solutions. 6

So there you go.

Here are their rules for making things simple in a complex world:

1) Identi fy bottlenecks that are both specific and strategic. When
opportunities exceed the resources available for investment, you have
a bottleneck. Avoid feel-good resolutions to such bottlenecks like
0 ecognize and reward good innovation practices.6Instead, be specific,
| i klanovabion projects should leverage existing technology
platforms when possible. 6

2) Let data trump opinion. Recognize that nobody has enough time,
money, talent, or brain capacity to do everything they want to do.
Choosing between opportuni ties is hard,”® and can be emotional. But
you must focus. Prioritize only a couple of key areas where simplicity
will have the greatest impact. Let data determine what those areas
needtobednot somebody seferered. pr oj ect

3) Users make the rules. Command-and control rules for simplifying are
a big mistake. The people who will actually have to use the rules are
better at creating them than executives directing from a distance will

74 Kathleen Eisenhardtand Donald Sull, Simple Rules: How to Thrive in a
Complex World, Houghton M ifflin Harcourt, 2015. FortheReader 6 s Di
(actually Harvard Business Revieyjwcondensed version, check out

https://hbr.or g/2012/09/simple -rules-for-a-complex-world.

S For a graphic representation of just how hard such choices are, go to the
Olough Choicess s ecti on.
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be. The people close to the action can test and adjust the rules based
on actual experience, rather than on even the most wellintentioned
assumptions from above.
The rules should be concrete. Simplicity avoids abstractions and
buzzwords. Simplicity is easyfor the people who do the work to
understand. Eisenhardt and Sull offer the example of the intense
statistical analyses done by the
and movie Moneyball. The results of these regressions were presented
as simple, easiiyunder st ood r ul e s aft hghuschool a ¢
pl ay and &o pdayers with problems thattheclub c an & f i x

Note that being concrete is different than being precise. Avoid
requiring things that appear to be simple but are actually analytically
complex (like insisting 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 assumptions 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 hand working with an organization that
lacked comfort with ambiguity 26 While evaluating a project, we
offered some rough estimates of future sales, based on comparisons
to similar product launches. | was then asked what the marketing
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

6 A very large, bureaucratic, command-and-control style company that shall
remain nameless so that | dondét get |
employees or shareholders. Comfort with ambiguity is a key element of an

nnovator.ds mindset
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year . I t was n o t-comse adjustmeht ef thiatiyeas. et m
they demanded 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 evolve. Simplicity adapts to a changing world. The
simple guidelines that work today m ay not work tomorrow. Check on
your approach to simplicity every now and then, and update that
approach as necessaryLearn from your successes and failureg? grow
and adapt. No simple rulesii not even the good onesfi last forever.

So those are the simple rules | used to write this book. Innovation efforts
are a strategic bottleneck for many organizations. My guess is that you
woul dnét be reading this if it wasnod

| leverage as much data as | could find in offering the recommendations
of this book. I f you havendt gdootnokee. d
When they arendt hi ®they arorefesencestossld,idata a ¢
based reserch done by brilliant people. Click the hyperlinks to delve into
them, if you dare.

Keep in mind that | am a user. No,
to the group in a twelve -step program meeting. | am a practitioner of these
innovation 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

t hat you can actually wuse. Today. I 0
bookorseea speaker at a conference and
now what?!?6 In here, you will find

T For more on how to learn from your innovation efforts, go to the " After
Action Review6 secti on.

8 Like this one.

Go to Table

of Contents




36 THE CORE OF INNOVATION

As for evolution, the brilliant people mentioned above continue to conduct
and publish their research, and | continue to read and digest it. | intend for this
book to evolve 2 as the body of innovation knowledge expands.

0Best Practicesd and ol nnovat.

In here, you will find a collection of the evidence-based practices to drive
innovation effectively in any organization. Yes, any.

How can | make such a claim?After all, the pharmaceutical industry is a bit
different than a local laundromat, which is a bit different than a nonprofit
serving the homeless.They canot al l be run the s

Of course not.

But that doesndt measad ptadtices presemted herey i
candt apply t.Whenatalkabaui such practicesnl am talking
about general principles that transcend industries, objectives, regulatory
environments, and operational models.

Notice that | am avoiding the term dorclichédo b e st p rlancdoingc e
S0 consciously.

Robert Camp of the American Society for Quality (ASQ) defined a best
practice as othat technique, met hiva ,
at delivering a particular outcome than any other technique, method, process,
or activity wi®2laitreallytpbsside, pdrocaialy with re@gards
to the creative practice of innovation, to know what pra ctice is more effective
than any other? Such a claim would be dubious at best.

| 8dm goi ngt ot 00 esvibidceka @ e p r Ahede iae enethods,
techniques, processes, etc. that have solid research demonstrating their

7 While planning for f uture 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.

80 Camp, Robert C. (1989Benchmarking: The search for industry best practices
that lead to superior performance Milwaukee, WI: ASQ Quality Press.
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effectiveness when it comes to innovating. These will serve as solid, adaptable
principles that you can apply in your work, no matter what you do.

I will fully admit to you that there might be organizations out there
somewhere who have identified betrihger
So why don6ét | go out |l ooking for the
identify them. And no one else can, either.

Without the rigor of objective analysis, what any one organization
identifies as O0best é c an o6ftheythad spectacndan
success with some practice or another, it is possible that the success camen
spite of the practice, rather than because ofit. | t 6 s possi bl e t
works because it fit a particular set of circumstancesd timing, talent, market
emergence, customer trend, weather patterns, sunspotsét hat dondt
anyone else, anywhere else.

Look, just because someone wins a $500million-d o | | ar l ot t ¢
mean that buying lottery tickets is a best practice income strategy. The same
is true for innovation practices. Just because someone, somewhere, claims
success with a practice doesndt mean

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

Innovation is not, however, to be done in a 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 suggested
was true, | i ke Einstein overturning Newtoa
Einstein didndt do so without thorou
the science first.

Grounding yourself in evidence-based practices will help you, whether you
are a novice looking to do things better, or an expert looking for the next
advance in the art and science of innovation.
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| 8ve heard some people object that

have already proventowork , t hen you c a.m$Seth Bainhas n
supposedly putit,30 The only thing all success
t hat theydre successful, s o do ndsgful w

strategiesd of others. o

Actually, another thing all successful people have n common is that they
breathe. | donét see anyone recommendi nc¢
breathing.

The thing is, evidence-based practices are 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 fail. Why not save yourself some unnecessary failure time and learn from
othersd experiences?

A word of warning, though, abou t learning from the experience of others.
Much of what you see in the business section of your local book store & if you
bother going to a brick-and-mortar bookstore anymore & essentially boils
down to case studies. How many times have you seen articles orbooks that
coul d be i nterchangeabI|Gpogld/ iApple/eTbyotal | n
Amazon/ Tata/ Disney/ Siemens/ Facebookl Samsung/ 3M/ IDEO/ P&G/ GE/
NASA/ George Washington Carver/ Joy Mangano/ Ron PopeilWa y 2 6

81 This isa quote attributed to Seth Godin in about a thousand list s of quotes

on the internet. | could not find an original source for this , though. Some

people even attributed it to the Bhagavad Gita but since my Sanskrit is a

little shaky, |  d itrg o fint out if that was more accurate than the
attribution to Mr. Godin. By t he way, | 8dm actually
think this quote is taken out of context and twisted to mean something it
shoul dnot .

82 Maybe | should have called this book Innovation the Pi Way. Or maybe My
Way or the Pi Way. Hmmmmmé
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To be sure, we all can learn something from these stories.But consider this
statement of the obvious: unless you work for one of those organizations, you
dondét work for one 8efioudlyhcorsidertioat. gani z a

Doing things their way works for them. T h a t doesndt me a
exactly the same wayfor you.2 They have their own cultures, markets, supply
chains, capabilities, resources, etc., nhone of which belong to you.Such case
studies serve only one valuable pupose: stimulating thought about
fundamental principles. No 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 of their success m ight, or
just as importantly, might not , apply to your organization.

Thereds another maj or probl em witdtft
organizations innovate. Let me ill us
runner. Not an elite one, but competitive enough 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 frompictures 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!

I felt like | was onto s ome trdcéhisory. |
Sure enough, everyone from Anni Holdmann in 1928 to Wilma Rudolph to
Evelyn Ashford to Florence Griffith Joyner all did the same thing that the male

8 Floortje Blindenbach-Dr i essen and Jalnnowatiom Den E
Management Practices Compared: The Example of ProjecBased Firms 6
Journal of Product Innovation Management September 2010. Straight from
the abstract: o0The implication [of t
managementliter at ur e is that O6best®& practi
firm dependent. 0
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winners did. Digging even deeper, | found that they all did it, not only in races,
but in th eir training routines as well.

I f you are a runner, you might be
thinking that I mi ght write a RWBremrear
World magazi ne. But I 81 1 give you arere.eX
Every single one of these worl dds f as
and videos prove it. That thing isé

They all wore shoes.

Okay, so right now you may be thi

guestionable sanity or an idiot. Maybe both . Of course they all wore shoes!
What a disappointment. é True as that
il lustrate a point. It i snot enough
enough to look at what all of the winners do the same. You have to look at
what differentiates the winners from the also-rans.

Yet we make the winnerswear-shoes mistake all the time. | believe that
this is the kind of thing that the earlier Seth Godin quote is railing against.
Books, articles, and infographics @&ound, proclaiming to know the secret
habits of the wealthy, the successful, the athletic, the productive, the intelligent,
the talented. Precious few of those
different from the practices and behaviors of the not -so-muches.

The evidence based 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.

Theory and Application

So asmentioned earlier, my goal in writing this is to give you evidence -
based practices that are general principles. The key is to understand these
principles, and then to apply those principles to your specific situation.

How do you do that? Well, withoutknowi ng your speci fi
say. But maybe an analogy will help.

Think of it this way. If you want to stay healthy, an evidence-based practice
is to eat a nutritious diet and to get sufficient exercise. That is a fundamental
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principle. However, that does not mean that every single person needs to eat
the same specific meals every daylt does not mean that everyone must follow
exactly the same exercise training plan.Everyone 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.Seriously.| always thought that the only good use for
Brussels sprouts was as compact and easilyhrowable ammunition in a food
fight. After my firsteverbi t e of one, | was convi nce
be intended for human consumption.

Thus, | will need to apply my specific culinary taste in a different way than
members of the Brussels Sprout Appreciation Society2

Exactly the same is true of innovation as a practice. All the new
technologies out there, all the acceleration of change, and all the globalizatio n
i n t he wor | do&s noe dreenam ninnevatgr-to-tdeo from the
fundamental principles described in this book. So read them, absorb them, and
apply them. Youdl | be glad that you

84 Yes, there really is such a thingon Facebook Ic oul dnét bel i ev
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Simple Study Guide o The Core

T What is O0Oinnovation?5¢6

T What is an Oinnovator?606

1 How should expenditures on innovation be managed? Why?

1 Why innovate?

1 What is the funnel model of innovation?

1 What is the innovation engine model?

1T What does it mean to be 0sin

1  Why is simplicity important for innovation?

f Can you really have Obest pr
innovation?

1T What does -haewvaead emrceect i ces o6

1 How do you apply fundamental principles to specific
situations?
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More than Jus t Making a Statement ( Mission)

The Core
of

Innovation

Contro\

Culturg  gtrate®
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Simple Self -Assessment - Mission

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

1 Do you have a mission for your organization?
Of course! Why else
What ds a mission?!? would we come to work?
(2 [2 [3 a4 [s5 [e [z s [o [0 |

9 Is your mission clearly understood by everyone in the
organization?
Does anyone understand it? Evenbody can recite it by heart.
1 J2 3 T[4 Js5 e 7 s J9 1

91 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 J7 |8 ]9 J1io |

1 Are you clear about what BHAG your organization wants to

achieve?
I dm telling mom you sai d 0 BAbHdaddy ishour middle name.
(1 [2 |3 J4 |5 [e [7 [8 [o [0 |

1 How unique is your mission statement to you?

We got ours at It identifies us better
Missions-R-Us than a fingerprint.
1 2 [3 |4 |5 |6 |7 |8 J9 |10

1 Can you state your mission concisely?

ltds only a little longer l'tds as shg
than this book. as the Lollipop Guild.
1 [2 3 [4 |5 e |7 ]88 ]9 J1o
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Simple Summary - Mission

Key take -aways you should get out of this section:

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

1 To be effective, a mission needs to help direct the behaviors of the
people in the organizatio n & 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 organizati on. Since
leaders must pay particular attention to living according to the
mission, and to ensuring everyone else does as well.

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

1 Your organizational mission should be able 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), involve as many stakeholders as possible. The degree of
participation may vary, but involving everyone will help to ensure
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
pseudo-mission statement that is viewed with cynicism rather than
commitment is not only a waste of time and money, but can actually
have adverse impact on the performance of the organization.
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To the Moon

On September 12, 1962,US President John Fitzgerald Kennedyspoke at a
podium before a large crowd gathered at Rice University, laying out a mission
for the country:

0 We ¢ h o msoeghe maon. gVe choose to go to the

moon 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 onethat we are willing

to accept, one we are unwilling t

And, as you may have heard,people went to the moon and back with 160
or so days left in 196982

The speech JFK gave that day became famous for galvanizig 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, politicians, and
others, the likes of which the world had never seen before.

A big part of the success of that project had to do with the fewer than 100
words quoted above. Granted, in the previous year,Kennedy had proposed to
theUSMngress that ot hi s n atdachewingghie goall d
before this decade is out, of landing a man on the moon and returning him
safely to the Earth, 6 but Thewoads spakénan e
that hot Houston afternoon served as the inspirational communication of what,
when, and why:

What to achieve: Go to the moon;

85 Note to any moon hoax conspiracy theorists outthere: d on 6t expr e
doubts to Buzz Aldrin.
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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 mission. One you should follow.

Effective Mission Statements

Let me come right out and say it: I
because most of them 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.
| hate them because most of them are simply bullshit.8¢ Please excuse the
| anguage, but saying that most ofi vaé
is just not sufficient to convey the full meaning of what they are.

MISSION STATEMENTS

Better to leave the office walls bare and have people think the leadership lacks
purpose and direction, than to cover them with bullshit and remove all doubt.

8 Check outtheb r i | | i a@ntBullghités abyy oPr i ncet on Uni
philosophy professor Harry Frankfurt for a full exploration of what it is and
why i tdéds so prevalent in modern soci
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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 inspire more cynicism than
commitment. Such mission statements hurt more than they help.

If all you want to do is create some useless office wall covering, go to an
online Mission Statement Generatorand have it do it f
practical l y no ntirelymerthlesadtdoes have someda value.

Look, if you candt say it simply a

leave the organization directionless than to have everyone doubt the direction.
I n the former case, perogleaer enawe agdiumd
case, they wondt bother asking becau:c
If you are going to put the effort into creating a mission statement that
will align and inspire, then you should probably make sure 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 issues arise. In theface of conflict or uncertainty, every discussion should
revolve around the question, owhat w
Someone who was pretty effective at achieving his mission was Mohandes
K. Gandhi. He eloquently captured the need forasimgl e O At t i t ude
reason for being that guides al/l act
and undivided and becomes many and divided, it ceases to be one settled will,
and is broken up into various wills of desires between which [people are]
tossed &bbupedple in the organization
due to lack of clarity in, agreement on, and alignment to a common mission.

87 Mohandes K. Gandhi,The Bhagavad Gita According to Gandhitranslated
by Mahadev Desai, Wilder Publications, Inc., 2011. | modified it for gender
neutrality and applicability to the mission discussion.
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Mission statements must be lived by people of the organization & 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 already discusseé 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 innovation outcomes?
Would | ask the question if the answ

In nonpro f i t organi zations, a focused
mission has been demonstrated to drive innovation and overall organizational
performance by keeping innovation efforts clearly and strategically targeted at
a particular purpose.&8

In for-profit businesses, having a strong innovation mission is one of the
differentiating factors between innovative firms and the not -so-muches.
Serving a clear mission not only makes organizations generally more
innovative, 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 lessthan-positive impact on their

organizations. Avoi d t hem | i ke anywng &ldse-talkeowitd
halitosis. Mission statements need to influence the people within the
organization if they are to do any good. That influence needs to support
commitment and alignment.22

%Rober t E. MArDrvestghtidn,of Ihovation in Nonprofit
Organizations: The Role of Organizational Mission Monprofit and Voluntary
Sector Quarterly, June 2007.

8Chris Bart an @ihe Resfdrrhaside ImBactjofaCoritent ard
Process in Product Innovation Charters 6 Jour nal of Produ
Management, January 2007.

90 Christopher K. Bart, Nick Bontisand Simon Taggar, "A model of the impact
of mission statements on firm performance”, Management Decision 2001.
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The mission needs to be something that people can live, and not just read.
As Ralph Waldo Emerson so eloquently put it, "Your actions speak so loudly, |
cannot hear what you are saying." Evenan eloquent and well-communicated
expression of mission will fall flat, if the organization @ and particularly the
leadersinitdodoesndét aitdonaddilylbgsis.l i v e

Need an example of failing to live the words? See if you can guess tre
company that included 6 Re s p e ¢ ty, Communieation antl Excellencein
its mission statement. That company was Enron.Need | say more?

Back to what the research says.There is general agreemenf! that an
effective mission statement provides important benefits to an organization:

1 Helping to keep all stakeholders informed and aligned with an

organi zationds objectives;

1 Servingas a guide for strategic planning;

1 Providing a foundation for decision -making and resource allocation.

If you communicate your mission well, you will draw the right people to
you 0 employees, volunteers, customers, donors, partners, suppliers,and
supporters. They will serve as references, living testimonials to your causeYou
will move forward m ore 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 pri
and articulated, and commonly shared, are the genetic code
of any healthy organization. To the degree that you hold
purpose and principles in common among you, you can

91 Consider, forexample,Li nda St al | wohe MibsioW8tateména ms
A Corporate Reporting Tool with a Past, Present, and Future dournal of
Business Commnication, April 2008, or Darwin L. King, Carl J. Case, and

Kat hl een MNurrei MissioroStatedent Emphasis: Be Ethical and Go
Global, Academy of Strategic Management JournalJuly 2010.
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dispense with command and control.2 People will know how

to behave in accordance with t h e m, and theyol|l
thousands of unimaginable, creative ways. The organization
wi || become a vital, living set o
As we shall see in thechapteronculture,2i t i s i mportant
commandand control 6 when i tCommandeasd control i r

does not work well for a mission. To be most effective, the mission must be
motivational. Inspirational. Aspirational. And it needs to be developed in a
transparent, participative process with the people in the organization.2*
Otherwise, it is likely to end up just another wad of paper in the round file bin.

So what is your mission?If you want to communicate it, you have to know
it. I hope that you got into your business, whether for profit or nonprofit, for a
reason. If not, | hope you can come up with a reason for staying in your
businessd besides just paying off some bills.

Once you have thatreason firmlyinmind,i t s ti me t o st a

A Mission Sta tement How To

Thousands of ways to create an effective mission statement are out there.
Personally, | recommend keeping the processd surprise! d simple. Remember
that, as always,0 si mpl ed6 does not n e Toeds & avelli |
requires some good, hard, thought work.

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

92 9@mmand and controldstylei s j ust anot hem way of
bureaucratically by people whoddondt
~Shakespearean scholar Francis Bdg.

®]f you just cané6t waihtre the chapter

“Chris Bart an dhe Resfdrmasde ImBactjofaCortent and
Process in Product Innovation Charters &ournal of Product Innovation
Management, January 2007.
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What is it that you want to achieve?

What cause do you serve, or what impact do you want to have in
the world? What do you do? For whom do you do it? What do those
people want or need? Focus on satisfying customer needs, not on a
product or service you want to provide. Studies show that mission
statements focused on satisfying the needs of the customer drive both
innovation and overall performance.2® How can you do that better
than anyone else? What unique contribution can you make?

Jim Collins, in his bookGood to Great referred to this as the BHAG.

No, thatés not the | atest insult
cuts you of f in traffic. BHAG stands
The kind of goal that wil! ma k e

Putting a human foot on the moon. Eradicating small pox. Seeing The
Chicago Cubs win the World Series. Your mission should beo achieve
such a BHAG.

Within what constraints will you operate?

Who are you? What are your strengths? What can you do better
than anyone else? What do you aspire to be able to do? Be realistic
while also stretching yourself. Kennedy first proposed the moon
mission before the US had even put a man in orbit around the earth,
S0 getting to the moon and back in just eight years was a big stretch.
However, it wasachievable with the resource commitment put behind

S Chr i s InBosatidn, mission statements and learning, kternational
Journal of Technology Management2004.
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it. Seek the balance between focus and aspiraion, and between near-
term and long -term.
3.  Why should anyone want to help achieve what you want to

Simple Mission Definition

What BHAG do you
want to accomplish?

What are your
constraints?

Why should anyone
want to help
accomplish that goal?

State Your Mission

Figure 15: It may not be as easy as an online mission statement generator,
but it's far less full of cow patties.

achieve?
What value will you create and for whom? Think about their WIIFM
dowhatdés in it for me?d6 What wild

do? Avoid making it all about revenues, profitability, or return on
investment. Thi nk about how the mission
Money count s, dondt j gesttusudlbpiespinedn g .
the long haul. Meaning and purpose do that.

Ultimately, you want this to be inspirational, but you can always do the
wordsmithing later. First, just get your thoughts down about those three
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guestions. Check in with others throughout the organization. Once Yy ou d
some sort of clear consensus, then you can go dout the hard work of making
it pithy.

Your mission should feel good when you read it and say it. Yes,feel. Even
in the business world, people are emotional creatures. We are motivated by
emotion, and make even our most reasoned and rational decisions with an
emotional component.

Your mission should capture, in a few succinct sentences, the essence of

your businessds goals and the philos
your business is all about to your customers, employees, suppliers and the
community.

Keep it brief. | suggest keeping it under a hundred words, and preferably
under fifty. Being able to speak your mission in a concise way makes it more
memorable and effective for all involved in the organization, from employee
to customer. There's no need to make it overly complicated; in fact, complexity
makes it worse. A real stretch goal would be to express your mission on Twitter.
Googl e ¢ anmgamntze the world's ibf@mation and make it universally
accessible and useful 26And every Trekkie can recite in their sleep the mission
of the starship Enterprise: &o explore strange, new, worlds; © seek out new
life, and new civilizations; to boldly go2’ where no one has gone before.6

I dm pretty sure thi s GouserneguhMorrieusea tot
draft the preamble to the US Constitution: 28

What to achieve: Ordain and establish a constitution;
Within what constraints: For the United States of America;
% Be careful not to go overboard here.lmagi ne JFKds call t

in a White House tweetd0 we g 0 nR2uzibsmai ez #inthisdecade.6 Not
quite as good as the original.

97 Stick that in your split-infinitive, grammar police!

%8 Which | will never, ever be able to recite without singing the song.
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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 our posterity.

Keeping it clear and concise is important, but be careful not to take the
brevity advice too far. For example, the chocolate company Her s hey &
mi ssion statement was 0 UnWhatsgesithaenmkanma r
I 8dm happy to say tchaaged itt Three/ wordsaiv aertaigly n
conci se, but even Willy Wonka coul d
around that one.

The mission must have meaning for you. For your organization. Anyone
who knows you should be able to guess that your mission statement is yours.
Check out this mission fail: "To 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 success."
Anyone have any idea what company wrote that? What industry they are in?
What they actually do?%°

Perhaps most importantly, be honest. Crafting eloquently-phrased BS
wo n 6t Awkwardlyctafted gold is more valuable than expertly carved cow
piess Not hi ng | eads to cynicism and di s
statement faster than somet hi ng t hat obvi ou¥dwyd d s
better off not communicating a mission statement at all.

®The answer is Albertsonds, a grocer:
accor diTmed Worst Misésion Statements of All Time kc., November
15, 2013
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Ernest Shackleton over a century ago proviced a great example of an
inspiring mission with the famous (although perhaps apocryphal)i®
advertisement to recruit adventurers for an exploration of the Antarctic:

OMen wanted for hazardous jour
Small wages, bitter cold, long months of complete darkness,
constant danger. Safe return doubtful. Honor and recognition
in case of success. O

Over 5000 men applied to go on the expedition.

Why does this serve as a model communication of mission? It provides
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 achieved: Honor and recognition.

This ad was recognized in 1949 by Julian Lewis Watkins as one of thd 00
Greatest Advertisementof the previous century. Just thirty words of brilliance
that convey an inspiring message with a clear objective. It also speaks directly
to a clearly defined target audience, even though it does not explicitly state
who that audienceis.| t 6s di rected at those who
sake, and who are willing to sacrifice all personal comfort for a chance at heroic
glory. It screens out those who are looking for an easy paycheck, or who lack

100 As quoted in the book Quit You Like Menby Carl Hopkins Elmore, 1944. A
search for the original advertisement, including 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.
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the physical, mental, and emotional fortitude to survive the unavoidable
hardship.

A Mission Statement How NOT To

CompareS h a ¢ k | e todhis énission dtiveld almost certainly posted in
a gilded frame on every white wall of the corporate cubical farm & from General
Motors; 10

0G. M. is a multinational cCoOrpo.l
responsible operations, worldwide. It is dedicated to provide
products and services of such quality that our customers will
receive superior value while our employees and business
partners will share in our success and our stockholders will
receive a sustained superior retu

If you were able to stay awake through all that, would you feel motivated?
Would you feel like you knew what you had to do to achieve the mission? GM
makes cars and trucks. The mi ssi on doesndt even
Apparently, you could help GM achieve their mission by making rubber clown
noses or providing grape peeling ser:
guality that customers receive sAngp e
t hereds not hi ngtotheaverageane and dotham systaining
superior returns for stockholders so they can spend more time on their yachts,
right?192

101 could find no reference to this mission in official General Motors
materials, but found several online sources attributing it to them, and it is
guoted in William Pride, Robert Hughes, Jack Kapoor BusinessdNinth Edition,
Thomson South-Western, 2008.

102 Okay, | know not every GM shareholder has a yacht. Just the ones who got
TARP funds. ltds hard to believe the
mission. #sarcasm
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Look, I 6m all for free enterprise
who were willing to investtheirhard-e ar ned money i n my ot
nothingwrong wi t h owning a yacht. Just don?d

is going to wake up every morning anxiously awaiting an opportunity to help
somebody else get rich. Some people will work hard to help others escape
poverty, but no one works tirelessly to help nameless others achieve the spoils
of wealth.

GM could have had a missi ona*scaradaneg m
trucks that people around t he twmabmightd
have given people a reason to go into work.

Exposing Myself

Letds walk through a r e aNhen startngpil e
Innovation, | had to develop clarity for my own mission. As with the other
principles in this book, | try to practice what | preach. | candt expec
drink my Kool-Ai d i f ake adpanys@lf. t

So at the risk of exposing myself to public scrutiny,!% here is a quick
summary of my mission development process.

When | first started out in consulting, | was fortunate to really know what
my employee 8 me, that is d wanted from thiswork. Idi dn 6t consletd
surveys or have town hall meetings or coffee talks to learn from and engage
with people that work ed for me. | already talked to myself over coffee every
morning, anyway. If you are not so fortunate , then you need to do what it takes
to understand the people you work with . You need to work with your
leadership team, staff, and other stakeholders,to develop your mission with
common understanding, agreement, and buy-in.

As a selfemployed organization of one, | was alsofortunate to really know
what my shareholders 8 me, that is 8 wanted from the work. Mostly that

103 1f you ever get the idea to write a book, be warned: publishing one is
completely exposing yourself to public scrutiny.
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involved paying the bank for a house, the grocer for some food, and Saucony
for some running shoes. Oh, and feeling like | was making a postive difference
for people who work creatively to make their part of the world a better place.

As a solo pilot of the company plane, though, | was unfortunate in that |
ddndt have a | eaaddstEfftshelp gevelpp tiheummssion with me.
| lost the benefit that multiple intelligent opinions and collaborative
discussions can bring. If you find yourself in such a situation, put together an
advisory board that can provide those perspectives. Assemble a team of
people that are willing to listen to you r ideas, share candid feedback, and offer
insightful perspectives. The right path is better lit by multiple lanterns.

Enough prefacel¢ on t o the process.

First step:address the questions.

1. Whatis it that | want to achieve?

|l 6ve been working in the i nnolbegani
developing new products in my first job, working as a fat -free mayonnaise
engineer (no, really) for Kraft Foods.When | got my name on my first patent,
and later saw a customer at a giocery store buy a product that | helped launch,
I was completely hooked on the innovation drug . | want others to experience
the same high. My cause, my purpose,is to help the world to innovate.

Being one who enjoys studying academic research, | want to canbine the
knowledge from that study with my professional experience to help people
bring innovations to life. | want to help people who have ideas on how to make
the world a better place to live, but are uncertain of how to go about making
those ideas real | want to help drive employment and quality of life by giving
those who would contribute to innovation -driven growth the tools they need
to make it happen more consistently and successfully.

2. Within what constraints will | operate?

104 perhaps the public scrutiny thing is making me procrastinate as | type.
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| enjoy teachingandsol vi ng probl ems, and | dve
in doing them both. Consulting, then, is a good way to serve all of those
objectives, getting to a wide variety of people, training and problem -solving
so that they can serve their diverse clients in waysl could never do on my own.

| have a passion forserving mission-dr i ven organi zati o
already know that from reading this chapter). | wanted to help smaller
organizations that may not have established systens for driving innovation,
and | could do that better than others. | aspired to become globally recognized
as an end-to-end innovation expert with such clients in the next 5-10 years,
while launching and operating a successful new business in the first 3 years.

3. Why should anyone want to help achieve what you want to achieve?

In addition to being a chemical e ngineer way back in my undergraduate
days, | was also an eonomist. While | never pursued that field professionally, |
have remained an amateur devotee of the subject. | have seen research
estimating that 50-80% of economic growth is due to innovationT h at 8 s. F
By practicing the best methods for delivering innovation to the world, we can
drive economic growth that creates jobs, improves quality of life, and relieves
social illslike poverty and disease.How 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 more customers, drive more revenues, employ
more people, and reward their stakeholders better. To paraphrasethe ancient
proverb, give the world an innovation, and feed it for a day; teach the world to
innovate, and feed it for a lifetime. That 6 s what 6s in it f

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

| reviewed my notes, and thought about the things that were most
important. | highlighted key words that were priorities to include (if not the
actual word, at least the concept). | crossed out words
important to me, or could be incorporated into other phrases that | preferred.
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It was not a clean process.It 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 is: &o help mission-driven
organizations to design, build, maintain, and repair their innovation engines,
sothat t hey can make their parts of th
tweet-sized, but concise and descriptive. Is it perfect? Is it even exemplary?
Heck,no.Butbr now, itds working for me.

And executed adequately is better than merely contemplat ed perfectly.

It expresses the three elements of a mission statement that | want:

What to achieve: Helping mission-driven organizations
achieve what they set out to do;

Within what constraints: Designing, building, maintaining, and
repairing their inno vation engines;

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

Butas | said, thisist he o0at tdméssiomdé méist a wor kn i
fact , itds the thir dYowsee, &nother finding in the r ¢
research on organizations with mission statements is that those who
continually work on them are better performers. Si nce | 6 m not
satisfied with mediocrity, I 611 keep
making changes on a regular basis'®®

I f only | had Kennedyds speech wri't

So go to it. Get your organization involved in the mission. Make it
something your innovators can leverage for motivation and direction. And if
you really need a push in the right direction, just imagine Samuel L. Jackson
staring you in the eye and saying, 0

105 perhaps the second edition of this sure-to-be-best-seller will contain the
story of the Pi Innovation mission update process. Stay tuned!
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Simple Study Guide & 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 avoid?

=a =4 -4 -8 —a -9

Where d o you want to go from here?
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The Power of Ignorance (Culture)
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Simple Self-Assessment -
Culture

Rate yourself on the follow ing questions. To
benchmark yourself against others, complete the

online survey here .

1 Do you actively manage your organizational culture?
Cul tures caeddt be manag As much as possible
1 | 2 [3 |4 | 5 | 6 | 7 | 8 [ 9 [10

1 How well do you leverage fear to drive innovation?

Heads of non-innovative employees Is that a trick question?
are displayed on pikes at the entrance. Fear cané6t dr
(1 [2 [3 a4 [s5 Je [z 8 Jo [0 |

1 How wel | does your innovation strategy fit your culture?

Like a whale
in a bathtub Like a key in a lock
1 [2 [s [4 |5 [e |7 [8 Jo Jiwo |

1 How clearly can you define your culture?

| ¢ abriddle wrapped in a ltds as
mystery inside an enigma the queen
(1 2 3 J4 [s Je [7 [8 [o Jiwo |

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 sdstice is long
[1 IE | 3 |4 | 5 | 6 [ 7 | 8 [ 9 [10
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Is thoughtful risk -acceptance encouraged?

Only if we are

wearing helmets. Go hig or go home.
(1 J2 [3 a4 [s5 Je [z |8 Jo Jio |

Is healthy conflict encouraged in your organization?
No conflict allowed Scars are a badge of hona
(1 l2 [3 Ja |5 Je |7 [8 Jo Jio |

How curious would you say that your organization is?

Curiosity Kills cats. Good que
We dondt allow it. |l etds ex
(1 [2 [3 a4 [s5 Je [z 8 Jo [0 |

Do you base hiring decisions in part on how they fit the culture?

No, that psychobabble Personal fit is as important
is nonsense. as professional fit.
[1 2 3 J4 [5 [e [7 [8 Jo [ |
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Simple Summary - Culture

Key take -aways you should get out of this section:

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

1 Use tools to assess and define the culture you have, and the
culture you want.

1 Your culture will trump your strategy any time the two come into
conflict. In the short term, fit your strategy to your culture. In the
long term, work to develop and maintain the culture that supports
your mission.

9 Culture can be defined according to the Competing Values
Framework. This fourquadrant 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.

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

1 Fearis the enemy of innovation. Drive fear out of your
organization. Balance an environment that is safe for acepting
appropriate risks, while maintaining accountability for behaviors
and results.

T You dondét have to celebrate fai
thoughtful risk -accepting behaviors, strong efforts to do
something extraordinary, and the knowledge gained in the
organization even when failure occurs.

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

1 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 in the organization. On one hand,
removing poor performers demonstrates that you value the strong
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performers,and you dondét want to sadd
teammate. On the other hand, seeing people terminated may

make remaining employees more risk-averse and fearful, eroding
innovation performance.

Leverage subcultures within the organization, with the h elp of

odi pl omatsdé who can work within
and the broader culture of the organization.
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Magic Words

In their book Think Like a Freakjournalist Stephen Dubner and economist
Steven Levitt provide us with the three most importa nt words that few people
use enough. They are rarely heard in board rooms, meeting rooms, or
classrooms.They are never heard in political debates.

As Dubner describes in an interview with Wharton management professor
Adam Grant,0 A real | y thanb orca basia M@ thab happens very

frequently now is a firm will say, 6V
Letds get our top 20 peopl é& tthoag edtsh €r0
hoursi 6 and | etds come up wit & andbtenpltallst

our resour ces iWndtare thelo@dds? If ghis deregsoende, what
are the odds that that would bear a good result? Al most none. 0

Almost none.

Yet we do that all the time? Why?

In a word: fear.

One of the biggest anti-innovation phobias we have is the fear of three
magic words: 0 | d o n 8 Evenkthowghvthese 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 they may be the most important words
to help us actually make real progress in this world.

Levitt and Dubner demonstrate how we are usually over-confident about
what we think we know. They recommenc
can be of real benefit.

This is not new wisdom. When asked why the Oracle of Delphi declared
him to be the wisest man in Greece, Socrates replied 0 b e cadmitghat | |
know nothing. ¢

Thomas Fuller, a1l cent ury English writer, |
nearer to ruin than when he truststoo much t o hi s own wi

Ben Franklin, speaking about ratification of the newly drafted US
Constituti on, said OMost me n , indeed
trut h, and that wherever others diff
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helpex pressing a wish that every member
on this occasion, doubt a Iittle of |
Robert J. Sternberg, a prominent researcher and theorist of human
intelligence, wrote an entire book called Why Smart People Ca Be So Stupid
Jokes about people being stupid when they think they are being smart
abound. Check out the musings of medieval barber Theodoric of York:

0 You k n ocime is motead éxact science, but we are
learning all the time. Why, just fifty years ago, they thought a
disease like your daughter's was caused by demonic
possession or witchcraft [crowd chuckles] But nowadays we
know that Isabelle is suffering from an imbalance of bodily
humors, perhaps caused by a toad or a small dwarf living in
her stomachéé

I f thereds a smal/l dwarf in my stor
There is a great saying that captures the danger of failing to admit our
i gnorance. 01l t tknowmhatgivesws toublews withbwe know
that jus® ain't so. 6
ol donot knowé is I|liberating. You
time. None of us do, anyway. Hearing someone else say those words frees us
to say them ourselves. Those that act as if they know it all are generally thought
of as being full of horse droppings by the rest of.20?

106 This aphorism has been variously attributed to Will Rogers, Mark Twain,

and Josh Billings, and | really dmend:
point, | dm sure the internet will st
as wel | . I dondét know the truth of

truth of the saying itself.

107 Unfortunately, this is not always true, especially if they speak their horse
pucks with enough confidence.
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ol dondt knowdé is empowering. It
wisdom, which, in turn, allows us to learn, grow, and get better at things.

ol donot k n o wlé allaws oureeara lol tiulp ear, without
distorting what our customers, clients, stakeholders, and markets are telling us.
It eliminates our inclination toward confirmation bia s , because tt
knowdé to confirm.

0l dondét k n o.\Wallowssrganimtomes sodevelgp and maintain
powerful innovation engines.

But fear keeps us from ever admittdi

Fear: The Anti-Innovator

Fear is one of the most basic human emotionsi® It has contributed
significantly to mankindds survival
been eaten in the Stone Age.

Cronk: 0 Hey, di dndtootthaetd cabder ust ea
Thag: 0 Yeahl, obkthow cute it iséhere

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 helped us form culture.1®| t s no wonder t hat
of so many corporate cultur es 0idatparts
of sales training.

108 Or at least it appears on most of the theoretical lists of basic emotions.
See Andrew Ortony amhatsiBagicéboat®asid . Tur |
Emot i d’sychdagical ReviewJuly 1990.

Brad Barbera, oOFear HePeprRevievitd Jolralr m
Anywhere, Pure Speculation Press, 2015.

110 FUD=Fear, Uncertainty, and Doubt. Check outhis video to see how sales
people leverage FUD to sell you their stuff.
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But so what? Does culture really matter?

Yes, itmatters.

Fear is not usually an emotion that drives creativity and innovation.211 New
and different, to many, is synonymous with dangerous and deadly.l2 An
organization with a culture formed out of fear and fed by fear is unlikely to be
the most innovative of places.

The saying ocul pur dreatks ast oatwagy r

by Mark Fields of Ford Motor Company,122 where a framed version of that
saying hangs in the company® "War Room." The point here is not that you
dondt need a strategy (you do), but
can be supported by your culture. If your culture and your strategy are at odds,
strategy is going to lose every time.

There is a chickenand-egg issue here. Should your strategy be fit to your
culture, or should your culture be

Culture and strategy are like earth and water. In the short term, the earth
will dictate 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 the culture will g et pushed aside. If, however,
that culture is not conducive to the long -term 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.

111 Matthijs Baas, Carsten K. W. De Dreu, Bernard A. Nijstad, A manglysis
of 25 years of mood-creativity research: Hedonictone, activation, or
reqgul at o rPyychblagical Bulfetin November 2008.

112 Expressed beautifully in the opening of this trailer for the movie The
Croods

f

r

BFjelds attributes the quote to Pete

with Druckerds picture next to it,
guote. So Fields gets the credit for now.
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So if innovation is to be 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 culture? Professor Geert Hofstede, one of the leading
researchers and theorists on the subjec t defines cultur
programming of the mind , distinguishing the members of one group from
others. 6 |tds o0t he way Youean thiok of ithikerthg s
operating system on a gaming machine. All the different strategies and tactics,
programs and processes you try to implement are like the games. If you try to
playaPlay3 at i on game on an Xbox machine,
matter how great the game may be.

Unfortunately, most organizations are not consciously 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 program. Andusuallyi t 6 s t he pr ogr aButthdt@s gL
like sayingthe Pl ay St ati on game st kankhe Xbbxeoc a
Wii.

So even though following evidence-based practices can make your
organization more innovative, you wo
on some innovation pr oyfirwathimyduhcalture.d o e s

Types of Culture

How do you know what kind of culture you have? There are at least a dozen
different ways of measuring and defining an organizational culture. |
recommend using a simple tool called the dOrganizational Culture Assessment
Instrument,6 originally developed by Kim Cameron and Robert Quinn.| t &
simple, validated, and effective. With just a handful of questions, you can
determine which of four types descri
the Competing Values Framework.
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The Competing Values

The Competing Values Framework
Framework (CVF) plots

Flexibility cultures against two axes.
and Discretion )
Each axis represents an
T aspect of organizational
Internal Focus External Focus 1 1
and Integration ( ) and Differentiation CUIture' On the Vertlcal axis,
l you plot how an
organization is managed
Stability
and Control and structured. On the

horizontal axis, you plot

rbaugh, 1923, " sactal rodel of e ectheress crlena Tanans a compeing tc orgar zationl araiysi. 23037 367

where an organization

Figure 16: The Competing Values Framework for focuses its attention. The

defining an organization's culture . . .
opposing directions of the

axes represent competing valuesd t hus, t he name 0Co
F r a me wGlevde, héh?

The management/structure axis runs from the value of stability and control
on the lower end, to flexibility and discretion on the upper end. The 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 possess.This is not a plot of good
vs. evil and smart vs. stupid, when you know which end of the spectrum you
want to be on.

Every organization needs to embrace each of the competing values to
some degree. Innovation requires both flexibility and control. 1% There must be
some | evel of control and stability,
organization. Driving an idea to reality requires execution processes to guide
and coordinate efforts effectively and efficiently. At the same time, there must
be some degree of flexibility and discretion & even machine parts have

14Michae | Song an dOrgarizatiofalhAgributes, darket Growth,
and Product Innovation,6 Journal of Product Innovation Management
November 2014.
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tolerances built into them, and human beings, no matter how well trained and
closely supervised, are not machine parts.Sorry, Fredricko S p e €elaylprd

Both internal and external focuses are required for effective innovation.
There must be some internal focus to keep any team of individuals rowing in
the same direction. There must also be some external focus to keep the team
from rowing over a waterfall.

Different organizations will have different levels of concentration on each
of these four values. Those differing intensities are what allow the CVF to
distinguish four types of cultures. Those four types are displayed inFigure 17.

The Four Cultural Types

Flexibility
Collaboration, human Creative thinking, nimbleness,
development, and team and adaptability drive
cohesion drive effectiveness

effectiveness

Internal ( ) External
HIERARCHY Market

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

Competition, customer focus,
and quantifiable goals drive
effectiveness

Control

Quinr. R E. ane J. Rohbsugh. 1963, “A spazal mosel of efec: veness orteria: Tavards a competing vehes approac s stioral anaysis.” Mana Scisnce 28 (3 363 77.

Figure 17: The Four Cultural Types defined by the Competing Values Framework

Again, notice that these are not ranked on a good-to-evil scale.All of these
cultural types have pros and cons.All of them work well at some times and in
some places, and not so well at other times or in other places.
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The names of each cultural type are probably readily understandable,
except maybe for that one in the upperright. What t he heck is

I 11 |l et Cameron and Quinn explain f
0The root of t he wor d hen day inctheia bopk i
Diagnosing and Changing Organizational Culture Oi mplying

temporary, specialized, and dynamic.Adhocracie s éhave been c
a stentS rather than palacesdin that they can reconfigure themselves rapidly
when new circumstances arise. A major goal of an adhocracy is to foster
adaptability, flexibility, and creativity where uncertainty, ambiguity, and
information overload are typicalélt
responsive to the hyper-turbulent, ever-accelerating conditions that
increasingly typify the organizational world of thetwenty -f i r st cent u
Got any guesses on which organizational culture best supports innovation?

Culture of Innovation

Recent research has demonstrated that anadhocracy culture best supports
innovation, 2 and is most correlated with positive innovation outcomes such
as sales from new products, profitability of new products, time -to-market, and
similar metrics!® But things may not actually be quite that clear. Earlier
research had demonstrated that a market-oriented culture produced the best
innovation outcomes.

But, perhaps surprisingly, this makes sense. Both the adhocracy culture and
the market culture have an external, differentiation focus. That external focus

WThorsten B¢gschgens, Andr e a sOrgBrizatisnalh
Culture and Innovation: A Meta-Analytic Review;, dournal of Product
Innovation Management, July 2013.

1 For more on innovation médrnovationdor Fug o
and Profité6 a mmbvation for Fun and Not -for-Profit. 6

117 Rohit Deshpandé and John U. Farley,'Organizational Culture, Market
Orientation, Innovativeness and Firm Performance: An International Research
Odyssey," International Journal of Research in Marketing March 2004.
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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 adaptability 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, while the latter
may better support incremental or evolutionary innovations.

Because of the flexibility and adaptability factors, the clan culture can also
have positive impact on innovation outcomes, 18 though significantly less so
than with adhocracies. Their lack of external focus 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 cultures, not surprisingly, tend to have negative impact on
innovation outc omes? Command-and-control not only fails to promote
innovation well, but actually inhibits an organi zationds
Focusing internally narrows the field of vision on problems and solutions, and
the high degree of structure and control inhibits the ability to adapt to change.

Look, if you are a command-and-c ont r o | sort of per
messenger here.l know the message is hard to hear.If it helps, you may be
comforted to know that some objectives are still best served by a hierarchy.
Such a culture can be inaedibly efficient at producing volumes of the same
thing repeatedly. | t & s nof, ons dverage, going to be very innovative
compared to the other types of culture.

Now, if you doubt that an organi zation can operate effectively without
structured, hierarchical controls. Fdc
examples that prove ités at | east po:

Look at Haier, a Chinese homeappliance manufacturer. In the mid-1980s,
their predecessor, the Qingdao Refrigerator Co., was near bankruptcy.As part

118 Biischgens, et. al.

119 |bid.
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of the turn -around effort, incoming CEO Zhang Ruimin established a radically
flexible organizational structure. The overall organization essentially consists
of thousands of small business units, sane as small as a singleindividual.12
Each has its own culture and systemsEach is its own profit center, bearing the
fully-loaded costs of all of its operations. Even functions that are normally
centralized, like finance or human resources operate as individual profit
centers, selling their services to the other business units. Talk about
accountability! To make it, everyone needs to constantly deliver value.

Did it turn things around? We | | , they are nowome-he

appliance company, with a most recent twelve-month EBITDA of $3.5 Billiont2
Yes,l would call that a successful turn-around.

Alternatively, look at the example of W. L. Gore & Associates, whose
structureless organization was made famous by aHarvard Business Reviewase
study in 2012. Gore, 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 sorts of other hightech materials and
applications. They have a teambased, flat, interconnected organization that
fosters personal initiative. They have no traditional organizational charts. They
do not have a defined chain of command. What they do have is $3.2 Billion in
annual revenue and a place on the 2015 Forbes list of largest private
companies22 But this is not some whacky new-aged attempt to try out a
creative org structure. They have been doing this since Bill Gore founded the
company in 1958. When Eisenhower wasthe POTUS A decade before hippies
danced to music on that farm in Woodstock , New York

22Martin Reeves, Claire NouvStrategnNeedPd i
Strategy, arvard Business Reviewseptember 2012.

21 According to Morningstar Financials in September of 2015.

122 And a place on the Forbes 2015 list of Americad s B eptoyers &t the
same time.
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Now, before commanding and controlling that your organization adopts
an adhocratict2 culture, 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 able tod and want to d pick out the oddballs in your
area that dondt fidt t he | amecyaur innovationt u 1
operations, you will have to pay strong attention to the local culture, and take
steps to align your local corporate culture with it. 124

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

I f you gduhecscsreadcyo, 6 you win the priz
Innovation Games. If you guessed anything else, we have some lovely parting
gifts for you.

Okay, even if you ogpavwesWecdn sthaypryau out d c
if you want to pursue innovation.

Youdve s ear exterhab focus is key to developing innovative
solutions, while flexibility and adaptability help organizations to adjust to a
changing marketplace. Are there any other particulars of a culture that support
innovation? What else separatesthe successful innovators from the not-so-
muches?

Culture of Innovation Characteristics
The PDMAGJs & Réntffiedimparihnt cultural componentst hat
separated the innovation winners from the innovation mediocrities:

123 | just made that word up, but | think it works.

2Martin Eisend?*, Hei ner Ev alhhe mfuéntez k y
of Organizational and National Culture on New Product Performance, 6

Journal of Product Innovation Management published online May 4, 2015
(Online version published before inclusion in a physical issue).

125 Stephen K. Markham andHyunjung Lee, Praduct Development and
Management Associationés 2012 Compar.
Study, dournal of Product Innovdion Management, May 2013.
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9 Failure is understood to be a natural part of the innovation process;

1 Innovation values are effectively communicated, both internally and
externally;

1 Risktaking is valued 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 elements
will attr act people with those characteristics, and help them to thrive.

L e ttaiesa moment to understand these points a little better.

Failure Tolerance

Let 6 s robodyeenjays failure. It hurts. Managerial behaviors that
promote fear just make that pain all the worse. Such behavior is what | call
Homer Simpson management, which tells the organization, 6 You t r i e

best and failed miserably. The lessonisSsnever try. 6
I'tds a cl i ch ®yinndvationvpundita thad 80%0 af innovation

efforts result in failure. Whi | e the research doesnbd
measured new product failure rates are consistently found to be roughly

between 35% and 45%)%itstil | shows that if you d
failure, youf6re not going to be an il

126 There 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 marketplace-launched innovations, so all those projects

that get resources applied and hard work done but end up not being

| aunched are not counted as failures
Mar kham and Geor bevPOdust Faddrel Ratesninflience af
Argumentum ad Populum and SelfInterest6 ( p u b | JowwralefdProduat
Innovation Management, October 2012) show how much human psychology
plays a role in perpetuating the myth of massive failure rates.
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Why do we waste so much time trying to avoid mistakes instead of
learning from them? We dd be so much better off
extract value from our failures, rather than let them extract value fromus.|1 t 0
like Lucille Ball said when asked about how her groundbreaking TV showl Love
Lucy came into being: O We [ she and her hdesidecthad ,
instead of divorce lawyers profiting fromourmist akes, we' d pr

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 fai | well.

Now, as | discuss failure with you, it is important to distinguish between
two types of failure. Ther e i s o0good fail ur eYotcaan
tell the difference by looking at how risk is treated before and after the effort
that fails.

Good failure comes from daring )
greatly. As Brené Brown puts it on the A ag‘njjtz@@e
cover of her book Rising Strong ol L .JJ
are brave enough, often enough, we
wi || fall .o Wh e n
innovate, you do so knowing that a fall
is possible. The attitude before a good

failure is one of recognizing risk, taking -
- The only thing that separates
_ an erdinary failure
the potential consequences, and then from atru%y Epit‘. one
courageously accepting the challenge. T

If the effort fails, good failure involves Figure 18: My son’s t-shirt would
suggest a third category: "epic failure."

appropriate precautions, considering

extracting value from the effort
anyway, bylearning something that will lead to future success in the process.

Bad failure comes from carelessness or stupidity.Bad failure starts with an
attitude of nonchal ance. OWhatever,
required, because no consequences are onsidered. After the failure, there is
not only no effort to learn, but there is often great effort to hide. That is bad
failure.
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The problem in many organizations is that they treat both types of failure
the same way & with systematic punishment. Those who try and fail are
relegated to professional gulags, while those who play it safe are given Lucite
awards and 4.9star performance appraisals. When organizations
systematically punish both forms of failure equally, risk acceptance and
employee effort are stymied.

The best innovation organizationsfind ways t o reward 0

I used to be an advocate of <cel ebr e
Failure stinks. Failure hurts. Celebrating it seems like a denial of those basic
facts. However, celdrating strong effort against the odds, celebrating new
knowledge, and celebrating the behaviors that the organization values are all
things that | continue to strongly advocate. People should know that the
behavior of trying, failing, and getting up to tr y again is not only acceptable,
but encouraged.1

This does not mean that you give up on holding people accountable for
their actions. | am saying that you need to fully embrace accountability, which
means doing the difficult work of understanding what happened, and handling
it effectively, as opposed to resorting to some thoughtless zero -tolerance

127 1f anyone needs some motivation on this point, hand them Teddy
Rooseveltds famous OMan in the Arena
gender sensitivities 8 he wrote this over a hundred years ago, soplease

f or gi v étishatthe)critic who 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 dust and 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 hinself 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 that his place shall
never be with those cold and timid souls who neither know victory nor
defeat6 Bul | y.
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policy that makes reward-and-punishment decisions easy, but counter-
productive.

Communication

Both internal and external 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 acceptable
behavior, and what expectations are to be for members of the group.

Just as we discussed inthe chapter on mission,*28 actions will speak jet-
engine decibels louder than your words. At times, you may have to explain
those actions to ensure a common understanding of your reasons,
motivations, and desired outcomes.| f you dondt expl ain
actions effectively, people will assign them their own meanings.You don &'t
those meanings to be wrong.

There is a simple trick that wil help you to convey the meaning that you
want people to understand with the actions that you take. | t 6 s bas
neurological science and psychology.

| t 8 s Ogetdeddeforit d honesty.12

It goes by other names, too, such asauthenticity, sincerity, being real, truth.
Look, I dondt mean +han-tbheo up.r eladcnh yj uosrt
need for organizations to deal wi th

saint to honestly face a situation, and get those around you to do the same.

128 To go to the chapter on mission, click here.

129 1f you are not one of the nearly ten million people to watch it already, |
recommend checkingoutJulian Tr e as ur eédovsto spdalbso that | k
people wanttolisten. 6 HAI L to thee.
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You do need courage, especially in organizations with a hide-and-seek sort
of culture.222 The risk is reduced (and the courage requirement decreased)
when the culture is one of open, candid collaboration.

Some people are really good at BSng,2! but no one is perfect at it. 132
Human beings all have evolutionarily honed BS-detectors, and some people
are exceptionally good at sniffing it ou t. 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 is difficult work. When things are difficult, the truth about
people tends to be uncovered even more quickly. As General Dwight
Ei senhower said about the European t
tough road we have to travel. The men that can do things are going to be
sought out just as surely as the sun rises in the morning. Fake repugtions,
habits of glib and clever speech, and glittering surface performance are going
to be di ¥Swv adroend.tdé fake it with glib

Staying honest, aligning your actions with the organizational mission,
iving the values of the culture you
lie-telling, and it saves you from having to remember all of your own
distortions.

Forget the spin. How many peopl e beli eve t
anymore? When someone says to me 0 B r hhdve an opportunity for you é 6

BONo, thatds not etipgaalues franfiewdrkhbet yau probably
know what | mean.

BlSee Princeton University phiOosophy
Bullshit6 T h e i n &ge nareades tlee®BS potential. My experience of
seeking quote verifications for this book proved that.

132 paul Ekman,Telling Lies: Clues to Deceit in the Marketplace, Politics, and
Marriage, W. W. Norton & Company, 2009.

133 etter to Vernon Prichard dated August 27, 1942, published in The Papers
of Dwight David Eisenhoweredited by Alfred Dupont Chandler, Johns
Hopkins Press,1970.
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I know immediately that | must be in 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 itds -r
threatening challenge, then express that. Remember the Shackleton ad?:34
Thatds the kind of h®uohehenesyy wil draw the aghtk i
kind of people to you, in abundance.

Eloguence is great, but eloquent BS will lose to bumbling honesty most of
the time.

Note that you can maintain confidentiality and still be honest. Honesty
does not mean public declaration of detailed strategic plans or revelation of
trade secret intellectual property. It simply means genuinely aligning what you
say with what you do. And it works especially well for innovation, where trust
is a critical component of creative collaboration and execution.

Risk Acceptance

Whatisrisk?L et 6 s not get ov e Takiyg adskimanply c
making a decision to do something that has a chance of failing.

There are ways to quantify and evaluate risk that are beyond the scope of

e

-

C

this book. F o r now, itds sufficient t o make

First, keep in mind that all risk is personal risk.Whether you go through a
complicated and rigorous mathematical evaluation of an investment decision,
ultimately an emotional and personal transaction takes place. If everyone were
rational , Las Véhbasmwbhl daps gaustan
the real wealth that is accumulated in that desert is by the owners of the
houses. Everyone knows that. But people keep on tossing their chips on the
green velvet.

Innovation requires taking some smart risks. Some of those risks will be of
the standard business decision variey: should we invest in this equipment?
Should we use supplier A, supplier B, or both?Should we do this ourselves or
get outside help? These seem to be the more straightforward, rational

B¥4The Shackl et on avissionp petaapt ém. t he 0
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decisions we must make, but when professional reputations 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 | tell the executive team about
the latest hiccup or hope that we can fix it before 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 risk is that we humans ae
fundamentally irrational creatures. We h a v e acognitive thiiasesds® that
i mpact our decisions i n wWegasebiasdtoward 6 t
the status quo.2 We are also biasedto avoid loss, even when potential gains
rationally outweigh the potential loss. 3 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.

Conflict

By far, the most successful teams that | have ever worked with had a
significant amount of conflict bet ween members. The opposite has also been
true: some of the most disappointing results came from teams that agreed on
virtually everything.

I'tés the difference between the Ba)
crisis.

¥5For more on cogni t CogmtivebBiasee S ecg o® omno

BWilliam Samuel son an &tatiiQuoB@s inDedsion k h
Making, dournal of Risk and Uncertainty March 1988.

B’Ri ¢ har d Tawhrd d Resitive Theory of Consumer Choice dournal of
Economic Behaviour and Organization March 1980.
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In case you ar e'hocértury dmpericamhistprg, The Bay ®f
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 group of people, working together to
make decisions that impacted world security at the height of the Cold War.
One, the Bay of Pigs Invasion, has gone down in history as one ofthe most
bone-headed and poorly managed decisions in history. Within just eighteen
months, though, the team recovered to set a benchmark in effective team
collaboration under severe stressduring the Cuban missile crisis

Without going into historic al detail, the Bay of Pigs invasion was a botched
mess.l t is the premier examplne,h of itnh ewhc
members, for any variety of reasons, never bother to challenge or confront
each other. Theyfail to express different viewpoints. Theydefer excessively to
the will of the team o r to prominent team members . Everyone gets along, and
everyteam meet i ng ¢ o e wilysurmmbartabslygudalves before the
entire world.

The team regrouped from that catastrophe, and instituted procedures,
behavioral norms, and expectations that mitigated the possibility of
groupthink. Under extreme duress,the team managed to make the decisions
that diffused a situation as close as the world has yet cometo World War .

Team conflict was the key. Respectful but passionate debate, conscious
review of multiple scenarios and alternatives, creation of sub-teams
intentionally chosen to have conflicting opinions, selective exclusion of the
ultimate decision-maker to avoid biasing the direction of debate, all
contributed to rapid but well -thought out decisions, even when the
consequences could not have been higher.

Of course, unhealthy conflict does not lead to effective decision outcomes,
either. Dondt make arguments persone
right and youdre wrong. 6 |-BakeeQuenttak®a s
break, drink an iced green tea, and revisit the issue later. Anger can lead to
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risky and destructive decisionsi® so avoid letting conflict, which is naturally
unsettling, to devolve into being infuriating. 222 If you are uncertain as to how
to argue effectively, consider taking a course of ten lessons at the Argument
Clinic. Just make sure you go to the right room.

Bring such healthy conflict to your innovation teams. It is one of the best

ofallevidence-based practices. Dare | <calll i
Curiosity

Remember at the beginning of this chapter, discussing the power of the
words o0l dondt know?6 Wel I9,but dmdt entir@lyn &

sufficientd dondt knowd gets wus only hal f\
Theodoric of York once again can help us understand a critical component

of an innovation culture. After being confronted by a g rieving mother of one
of his patients, Theodori ¢ considers a possible fu

OPerhaps | 've been wrong to bl

traditions and superstitions of past centuries. Maybe we

barbers should test these assumptions analytically, through
experimentat i on and a 6 s ¢ Maylmet thig i ¢ m
scientific method could be extended to other fields of

learning: the natural sciences, art, architecture, navigation.

Perhaps | could lead the way to a new age, an age of rebirth,

a GRenaissancef[thinksfor a mi nut e] Naaaaaahhl

000000, he was so close for a second there.If only he had followed up his
ol doné6ét knowd moment with the other

B¥Mar ¢ L. TReHfectiofcAKect: Diecision-Making in the Emotional
Context of Health Care, 8ymposium on Human Factors and Ergonomics in
Health Care, Human Factors and Ergonomics Society, Baltimore, MD, 2012.

139 For more about how to effectively manage conflict and keep it healthy, go
t o tMardageCounselingp section of the Team ch
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And what is that piece?

| was fortunate enough to take a managerial accounting class from
Professor Roman Weil at the University of Chicago.The most important and
most memorable lesson that he taught me had nothing to do with Generally
Accepted Accounting Principles (GAAP)40

In his class, he liked to have class participation.He kept you awake through
the drudgery of double -entry bookkeeping by having the constant threat of
being called upon to answer a question for the whole class.And t hat &
the life lesson came in.

He told us in the introduction to the class, in minute one of day one, that
if he called on you, there were two, and only two, acceptable answers: either
the correct answer, or OIf youwene Satled kpono w
and provided the correct answer, you breathed a sigh of relief. If you ever gave
the wrong answer, your ego received a jab to the nose from Dr . We i | &
wit, and you immediately launched into a relentless search for the right answer.
You were never let off the hook.

The search for the correct answer bok place while the rest of the class
went on. Mind you, this was in the days before smart phones and the Google.
Few of us even owned | aptops, and we
we did. We had to scour through pages of text in a book, our own illegibly
scribbled notes, or whatever such archaic resources we had to get the answer.
Once found, wedd raise our hands unt
to remind the class what the question was, and then announce the correct

140 The only thing that | remember about GAAP is that R&D expenditures are
counted as expenses, not investments. That, philosophically, is wronger than
a llama in lederhosen. Spending oninnovation is an investment. Economic
Value Added accounting gets it right, where innovation expenses like R&D
arecapt al i zed (see REDinemEVRWorlth AdafValabled
Financial Metric, Economic Value Added Reinforces the Role of BD as an
Investment in the Future of the Corporation, BesearchTechnology
Management Journal January, 2002.
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answer to the question. If we were wrong, the whole process began anew,
including another Weil wit -jab to the intellectual ego.

This was not a lesson about accounting.This was not a lesson about paying
attention in class. This was a lesson in innovation.

Innovationisallabout o1 dandtl 6k.nbow, nd out

There is no better way to capture the attitude of curiosity necessary for
innovation. That attitude needs to be a determined part of any individual
innovator. That attitude needs to be a pervasive part of an organizational
culture of innovation.

Humility

To be able to live ol donot know,
humility. 142

That does not mean false modesty. Genuine humility means an honest
assessment of your skills, capabilies, and knowledge. It means recognizing
not only what you lack, but also what you possess.

The power of humility to innovation can be illustrated in the rise of a new
game: freestyle chess. Ever since computers surpassed even the greates
human chess players, chess programs have been leveraged to learn and
understand the game better than ever before. In freestyle chess, human players
are free to use computer programs to assist them in making their moves,
leading to what chess enthusiasts have called the nost beautiful games ever
played.

You might expect that, out of the gate, the best freestyle chess players
would have been the highest-rated human players assisted by the highest
rated chesspr ogr ams . T h a ttudned oat,ohowevero!4% The best

“'Don Emerson Davi s, JMeasurirgiddmility ansl Hsu a
Positive Effects 6 Associ ation for Psychologic
2013.

142 Tyler Cowen,Average is Over: Powering Ararica Beyond the Age of the
Great Stagnation Dutton Penguin Books,2013.
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freestyle players wee strong on their own, but not the best. They did have a
characteristic that the highest-rated players lacked:a large dose of humility in

their psyche. The humble Davids were able to defeat the more confident
Goliaths, even though both had access to the same software.

The humbler humans were less likely to override computer suggestions,
while still being able to add an element of creative human judgment that the
computers lacked. The higherrated, but more arrog ant players would believe
that their skills and intuition were stronger than the software & wtil, of course,
defeat proved them wrong.

These winning freestyle players demonstrated powerful innovation skills
that can be helpful to anyone looking to improve t hei r organ
innovation capabilities:

1 They are able to accept expert input that may or may not agree with
their own thoughts. They make good decisions based on all of the
inputs, not just on those that confirm their own bias 143

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 multiple 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 judgment. Strong innovation leaders will
encourage healthy disagreement in their team of experts.

To be abl e to Il i ve ol d ohuifilg on krisko w
acceptance** and requires tolerance of failure.Fi r st , admi tti ng

“SFor more on cogni t CogmtivebBiasee S ecqg ® omno
¥4 Formoreonriskacce pt ance, RiskAdcaptanceéh es ect i on.
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will feel to many like an admission of failure. Second, there is the risk required
t o go 0 fFindind something gut is not always as easy as googling a few
keywords on your smartphone. The most potentially r e
the kind that requires exploration into ne w areas, creating new knowledge.But,
like all explorers sailing into the unknown, it is also the riskiest.
As the saying goes, 0Good Wisdangseaome n t
of experience.Ex peri ence is bor¥a of bad judg
I f you arendt willing to make a mi s
And that would be the biggest mistake you could make. There is power in
ignorance, for both progress and retreat. Ret r eat comes whet
dondt Rrogess.canes whenyou follow-updol dondt knowbd
find out. o

Cultural Change

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

First, recognize that changing a culture is a challenging undertaking that
requires non-stop effort and vigilance. There are things you can do to change
your culture to better support innovation, but expect the effort to be a
marathon, not a sprint. It may even be more like the Badwater Ultramarathon

than just a marathon. If innovation is what you 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 within your
organization. This has some nice advantages, but it also has some unique
chall enges that wedl |l need to addres:

Letds start with addressing the ove

There are almost as many approaches to cultural change as there are to
defining culture in the first place. Fortunately, most of these approaches have

145 variations on this aphorism have been attributed to everyone from Will
Rodgers to Simon Bolivar to Omar Bradley to Christian Slater. My apologies
to whoever first stated this brilliance for lacking a citation.
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several common themes on which they agree. Rather than present a single
prescriptive method, 186l1 just touch

1) Leaders must consciously define and buy into the ¢ ulture they want.

Even those experts who advocate a bottom-up 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 be
lived. 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 critical.Most people do
not like change, and they will be lookingf or any rays of hop
be necessary.Y o u &8 | | be dealing with the psy

Why do people keep pumping change into slot machines until they go
broke? Because the slot machine pays off every once in a whileThat reward,
coming at irregular, unpredictable intervals, is psychologically addicting. One
successful pull at the one-armed bandit & even with a tiny payoff & outweighs
twenty pulls that lose.

The same will be true for any inconsistencies in cultural change
management. Every little reward someone experiences for doing things the old
way will reinforce sticking to the old ways, and will do so far more than many
little Oopuni shmentso6 intended to enc

Also remember that to plan the route 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. Decide exactly what needs to
change, and whaPr iwomidtti zceh atnlgee . change
take hold all at once.

2) Cultural change takes a long -term, sustained effort, not a one -time
declaration.

Jerry Levin, the CEO of TimeéNarner before their merger with AOL, decided
that a change of culture was necessary in his companyHe made a 45 minute
video of himself outlining the new culture that was necessary, distributed it to
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the employees, and overnight, the organization became exactly what he
wanted.

Oh wait. Scratch that. Actually, nothing changed.

There was no follow-up, there was no effort to build support, there was no
change management. Not surprisingly, there was no effect, either.146

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 extensively. Staff needs to be influenced to adjust
their behaviors to the changes, not just told to change. Think about it d it is
self-contradictory to try to move from a command -and-control culture by
commanding and controlling the change!

Find influential staff members, and secure their buy-in. Such people will
often be even more influential than the highest -level managers will be in
creating and sustaining the change.

Cultural change does not happen 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 organization. Change programs are the
means, not the ends themselves.

3) Hire slowly.

Make sure that the right people who can effectively fit in the culture you
want are on your team. Treat each hiring decision as an adoption into a family
rather than just asan economic transaction. Involve peers in the hiring process,
as they have a stake in knowing with
the onboarding process as well, since peers will have already accepted new
hires before they arrive.

You must be committed to the cultureyouwant. Hi r i ng peopl e
naturally fit the existing culture will arouse the corporate antibodies , which will

146 Jerome H. Want,Corporate Culture: llluminating the Black Hole Macmillan,
2007.

Go to Table

of Contents




96 CONTROL SYSTEM: CULTURE

then try to drive out the intruder. If you allow those antibodies to defeat your
newly hired change agent, you will strengthen that immune response system,
much like a vaccine does in children. This canpotentially wreck your external
reputation, making it that much more diffi cult to get the change agents you
want. You must provide ongoing support for them, including hiring 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) Fir e s maybelquicklyo r

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 disagreemnent, however, 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 s 8enses of security, eroding risk acceptance
and hindering innovation performance & 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, there have been manyvocal and
valid opinions 1 06ve healUsyoanbgstjegementd
based on the impact you want to have for your team, and on ensuring progress
toward the culture you want.

5  Communi cat e, communi cat e, communi
communicate some more.

Keep your communication simple & clear, complete, consistent and
concise. Follow asimple communication model that helps everyone who gets
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your message to know unambiguously what you expect of them.4’ 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 speakingi® 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 one -and-done event.

6) Establish new rituals and ceremonies. Real ones.

Not like the corporate award program | once experienced. | worked on a
major project that had dozens of people making significant contributions. The
team won a corporate award, but the rules limited the recipients to just five
peopl e. The managers got it the res
take, but the following year made it worse 6 when | did win an award. | had
been transferred to a small team just a few weeks before award time. The two
guys who had 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 want a cynical cuture.

Effective rituals must be sincere.Effective 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
oriented. Encourage team members to evaluate and reward (or sanction) each
other based on conformance to the values and beliefs of the team 8 NOT based

147 For more on a simple communication model, go to the ¢CLEAR
Communication6 secti on.

8! n addition to his Oo0How to Speak so
covers the topic of listening in another excellent TED tal k5 Ways to Listen
Better.
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on particular outcomes. Celebrating outcomes is okay, but rewarding
outcomes alone will lead to their pursuit by 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 most durable and rewarding.

Subcultures

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

As an individual, you may be thinking that rapidly changing between sub -

culturesisimpossibleeThat 6 s not howolhdWmamse wao ol

Think of this example: | can go to my church on Sunday morning, adapting
to the cultural norms without much effort . | dress in appropriate attire, greet
others pleasantly and calmly, and sitattentively during readings and sermons.
After the services end, | can calmly and politely remind the friends who also
attended services that | will be visiting with them in just a few hours, to support
our football team in their latest g ridiron adventure.

| then head home, throw on some beat-up jeans and the replica jersey of
my favorite player, run over to my
spill some as | yell at the TV announcer for clearly being an idiot if he thinks
myt eam6s de fnasses thatgoryaexclisg 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 different sub-culture, totally
different norms of acceptable behavior. Yet we transition between them
seamlessly, without conscious thought.

The same is true in our organizations. We can go from an executive
presentation to a water-cooler discussion with teammates met in the hallway,
and we adjust to these sub-cultures without thinking about it.
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There are three different situations that lead to the rise of sub-cultures.
These situations can be defined byhow the people involved are momentarily
separated from the rest of the world . These separationscan occur in space, in
time, or in context.

A group separated in space is defined by geographic boundaries. These
boundaries can be on a global scale, such as the Singapore office of a company
headquartered in New York City. They can alsobe extremely local, like the team
that works on the third floor being isolated from the team on the fourth floor.
Donot underestimate the cultur al bar
insignificant physical barriers.

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

A group separated by context is defined by their social or professional
expectations. For example, a marketing department will have a different sub-
culture than an accounting department, and they will both be different than
an engineering department. In a non-profit, those responsible for fund raising
will have a different sub-culture than those responsible for service delivery.

In the hypothetical church/football example, all three separations are in
play. The church is a different space than the backyard barbeque; the morning
church time is different than the afternoon 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 overall culture. Use the sparations 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 be). However, when engaged in strategic planning, or
conducting an After Action Review (a
is more beneficial to have a climate of open collaboration. Creating separations
in time, space, or context can make this happen.As former Chairman of the
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Joint 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 likeitornot. Di sagreement, at thil® st age

Then, when fachg combat or some other job to be executed immediately,
the situation is different. A clear chain of command, from the Commander -in-
Chief down to the lowest-ranked enlisted man, governs every action. Boot
camp training is designed to ensure that every soldier is going to immediately
follow orders and do their duty even under fire. As Powell goes on to say,
00Once a decision has b eFeomthatpaneon, loyaltye
means executing the deci®™ion as if i:

Innovation is no different. As wedve seen, some cul
efforts better than others. If you are in a Hierarchy organization, but want to
support innovation efforts immediately, you can do so by creating an
innovation - 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 off-site from the rest of the organization , as in the Lackheed Skunk Works
model. Perhapsyou 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 to be responsible for
innovation full-time, while other parts of the organization remain devoted to
execution.t32 However you create the separation, allow the boundaries to
provide protection to the innovative sub -culture, so that it does not get
overrun by the overall organizational culture.

149 Colin L. Powell and Joseph E. Persicdly American Journey Random
House LLC, 1996.

150 |pjd.

1 Warning: this particular means of separation can lead to an in-group/out -
group bias that may not be good for the organization!
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Of course, you must also beware of
the potential downsides of sub-
cultures. They can divide people that
need to work together as a team. They
can create animosity between teams,
or between a team and the mother
ship.

To manage these downsides, find
people who can play the role of
diplomat well. These people are the
chameleons of your organization, able
to blend into a variety of environments.

Figure 19: Organizational chameleons
l'tds not that they arethediplomats that help innovation 'S ,

merely agree with whomever they are teams fitinto their surroundings. They
are needed both in the broad

speaking They simply adjust their T o
organization and on individual teams.

communication to fit a consistent

message to the ears of the audience. Whether you call them diplomats or
chameleons, they play a critical role in helping to maintain an innovation
subculture within an overall culture not -so-supportive of innovation.

What is a diplomat?] 6 ve al ways | oved these d
art of letting othePapdeppdbh tiaplkomaur
can tell you to go to hell in such a way that you actually look forward to the
t r 9Such skills come in handy 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 effectively. The 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.

152 Daniele Varg The Laughing Diplomat, Murray, 1938.
153 Caskie Stinett Out of the Red Random House, 1960
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Consider the case of General Dwight D. Eisenhower being selected as the
Supreme Commander of the Allied Forces in Europe. He was not selected
because of his proven strategic abilities, nor for a history of combat success.
Prior to World War 1, his had a rather undistinguished military career. But in
that career, he demonstrated skills in organization and diplomacy that were
absolutely critical for the task at hand. He had to manage differences between
national cultures and powerful personalities, often with dramatically opposing
perspectives, including such people as Roosevelt, Churchill, Patton,
Montgomery, DeGaulle,and Marshall.

Had the invasion failed 6 and the odds of failure were high enough that
Eisenhower had prepared a speech in advance to take responsibility for itd the
last 70 years of world history would likely have been very different. Never
underestimate the role of a diplomat to the success of an undertaking.

So embrace ignorance, encourage exploration, and corsciously manage
your culture (or sub-cultures) to support innovation efforts. Do n 6t I
strategy get devoured for breakfast, lunch, dinner, or midnight snack by your
culture. Your culture should be a pillar, not a pillager, supporting the hard work
you are doing to accomplish your mission.

Simple Study Guide - Cultur e

|

What is the Competing Values Franework (CVF)?

What are the four types of organizational cultures according to the
CVF?

Which comes first 8 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?

1 What role is most critical for a sub-culture?

|

=a =4 —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 Innovation Teams
Customer
Culture Project Management
The Mental Game of
Strateqy Innovation For-Profit Metrics
Portfolio . . .
— Ideation Nonprofit Metrics
Management

Managing Organizational Change

Send Feedback, Comment s, Qu e

Orjustturnthe page to keep readingé
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To Do or Not to Do, That is the Question  (Strategy )

The Core
of
Innovation
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Simple Self -Assessment - Strategy

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

1 Does your organization have a strategic plan that everyone

understands?

Um, there used to be a binder It guides our
around here somewhere... every action.
[r ]2 [s [4 [5 Je [7 [s8 o Ji0 |

1 Does everyone share a common understanding of the strategic

plan?

We argue about Our ducks
it constantly are in a row.
(1 J2 [3 J4 [s5 Je [7 [8 [o o |

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 [2 [3 a4 [s5 Je [z 8 Jo [0 |

1 Does the strategic plan clearly link resources and objectives to the

mission?

Are they supposed

to go together? Like a solid chain
[1 | 2 | 3 |4 |5 IB [ 7 | 8 [ 9 [10 |

1 Does your innovation strategy  support the overall org anization

strategy?

Like a straw house Like a brick house
built on sand. built on bedrock.
1 | 2 | 3 |4 | 5 | 6 [ 7 | 8 [ 9 [10 |
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Does your innovation strategy have technology and marketing

components?
Components? Of course!
(1 l2 [3 Ja s Je |7 [8 Jo Jio |

Does your organizatio n use a variety of tools to guide strategic

planning?

We only use You should see the
hammers. size of our toolbox!
(1 [2 3 J4 |5 Je [7 [8 [o Jiwo |

Does your strategy include behavioral norms and expectations?

That doesndt belong

in a strategic plan. Yes, defintely.
[1 | 2 | 3 |4 |5 | 6 [ 7 | 8 [ 9 [10 |

Has your organization thought through contingency plans?

No need. Everything We are ready
will go perfectly. for anything.
(1 2 3 J4 [s Je [7 [8 [o Jiwo |

How open is your innovation approach?

Closed and locked As open as the
like a bank vault door. great outdoors.
(1 2 3 J4 [s Je [7 [8 [o Jio |
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Simple Summary - Strategy

Key take -aways you should get out of this section:

T Strategy is a |l eaderods plan fo
achieve a specific objective that supports a higher mission.

1 The greatest value of a strategic plan is the planning process itself.
Done well, the process will uncover critical information, identify
possible futures, and prepare contingencies for those possibilities.

1 An organizational strategy should have an innovation component,
and an innovation strategy should strongly support the overall
strategy.

1 There are four types of innovation strategies organizations can
follow: prospector(first-to-market with breakthrough offerings),
analyzer (fast-follower, adaptive to changing conditions), defender
(striving for high efficiency and low cost operations), and reactor
(basically operating without a plan).

1 The SWOT analysis (strengths, weaknesses, opportunities, and
threats) is a simple means of summarizing thecritical information
that should be considered in developing strategic plans.

T Michael Porterds five forces (
threats from substitutes, threats from new entrants, competitive
rivalry) should be analyzed within the context of environmental
conditions, such asgeneral economic forecasts, broad changes in
technology, social trends and emerging concerns, changing
demographics, the political environment, and the legal or
regulatory framework in which you operate.

1 You must know where your products fall in the product life cycle.
New-to-the-world technologies should receive different kinds of
investment than mature technologies ripe for replacement.

1 Competing where everyone else is competing leads to everyone
getting beaten 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 serving customers
without having to slog through a fight.

1 Inorder to plan effectively for the future, c reate a roadmap that
identifies the routes required to achieve your future vision. The
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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, what gaps exist h your plan, and what hurdles
need to be overcome.

Capture your strategy simply. Use the one page simple strategic
plan document to provide a common language, guidelines for
behavior, and metrics for success. This simple communication tool
will then serve as a guide to decision-making for the 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 involvement of external parties
customers, suppliers, experts, people from other fields entirely 8 to
identify and execute the highest value innovations. Open

i nnovation is not |ike an on/o
either open or closed. Open innovation falls on a continuum. You
need to understand the costs and benefits to opening your
innovation efforts, and determine just how open you can and
should be.

Once the strategic planning is done, you need to communicate it
effectively to all that are involved in its executio n. Simply. Then
communicate it some more. Ensure that the plan is commonly
understood by all, and considered by all in their day-to-day
decisions.
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Planning is Everything

As touched on in the chapter on culture 154 perhaps the greatest example
of strategic planning in military history, code-named Operation Overlord, was
the invasion of Normandy on D-Day, June 6, 1944lt involved coordinating not
just multiple military branches, but multiple military branches of multiple
countries. It involved the coordination of efforts of powerful and opinionated
personalities. It includedt he use of a gener al resp
German armyi®® George Patton, as a mere decoy.lt involved precision at a
time when equipment and munitions were far less precise than they are today.
It involved over a year of planning and deception that could be overturned by
the fickleness of Mother Nature, and the winds and weather she would send
through the English Channel on the day of execution.

For all the complexity of the actual work to be done, the strategic outline
was really quite simple.] t 8 s an e x c e bding sintple withatbeirig e
simplistic.2%¢ The idea was to 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

“For more on cucCltlwebe chgapttes .t he 0

155 At least according to Old Blood and Guts: Chasing Bandits andNazis with
General Geage S. Patton by Providence Research, Wikimedia Foundation,
U.S. Senate, Office of the Federal Registérin which a variety of German
leaders are quoted with similar statements to the one by Field Marshal Gerd
von Rundatboredthee 6 s your best. o6 A vari
that such respect and admiration on the part of the Germans for Patton was
not, however, the case. This is a book about innovation,though, not World
War ll generals,s o | wo n 0 tat dgbate. Siffinetitdo say that Patton
had a good deal of demonstrated success on the battlefield (more than most
prior to D -Day), but he was held behind as a decoy, which was a pretty bold
strategic move. And Ge or g e CPattod mavie $p8egh remains one of
the great scenes in movie history.

¥ For more on the defi niwhSimple®dfsecmpb
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landing site and other German troops, then establish a beachhead through
which supplies for a sustained offensive couldflow. That took about fifty words

to state. Like a good mission statement, you should be able to capture the
essence of your strategy in just a few words that all can remember.l t d o e
take a 379-slide PowerPdnt deck to do it.

A simple strategy can help make the complex manageable.We & | | r
that point when we talk about portfolio management £ and project
management.158

Donodt get me ing fopaorgplexitypis gogda Knowing how to
make all the moving parts fit together is critically important. But just as a simple
mission statement provides a foundation for an organization, a simple
strategic plan provides the framework on which to build al | 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
military. Youareasllke |l y t o hear the statement 0
and seize the high grounddé in a cor
However, do n 9 t take that as 3Ais aof inegessityt abautt
adversarial conflict.1 t %S ndt .

“"For more on portf ol i oPonfalio Mapayemeenttd , ¢
chapter.

For more on project IR®acaMarageentd, g o
chapter.

159 yYes, | am well aware that this is a madeup word to poke fun at former
POTUS George W. Bush. But itdés such

160 This point is well-articulated in a Harvard Business Reviewlog post by
Frank V. Sepdpirg Batie Metaphors in Your Company Strateqy, 6
December 19, 2014. Whie there is much to learn about effective strategies
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Military history has some important characteristics that make it easy to
reference. Great individual leaders, and, for that matter, blunderers, emerge.
Their decision processes are often welldocumented, and the actions taken are
recorded in detail for posterity. Whatworksand what doesndt
been analyzed from a wide variety of perspectives.Lessons from those analyses
are available for all to see, even if learning from history is not a human forte.

However, key differences between military strategy and organizational
strategy include the fact that not all organizations have &enemies This is
especially true for non-profits. Think aboutit Let 6 s say you -ar
profit 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
thepoor Whi |l e you could say that poverty
is consciously plotting against you. LyndonJohnsonds War on |
the same as Napoleonds War on Europe

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 strategies work and which onesend up in a bad checkmate.

The Difference between Mission, Strategy, and Tactics
Before proceeding further, perhaps some definitions are in order. It is easy
to confuse mission,l8! strategy, and tactics. In many cases, they seen to be
used interchangeably. That 6 s because the differ
largely a matter of viewpoint. One womands mi smammbds i St
which in turn is another womands t ac!
In general, the mission for a group is the big objecti ve that they want to
achieve.Strategy is the broad plan of how the mission is to be achieved. Tactics

are the more specific actions taken to execute the strategy. The thing is,

from military history, it is equally important to understand that there are
important differences as well.

BIFor more on the topiMissionb mhapiten, g
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depending on the size and scope of the group, the strategy for one team may
be the mission of another.

Take the D-Day example. For 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
tactic 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 beach. Their
strategy was to leverage air and sea superiority and the element of surprise to
overwhelm entrenched German defensive positions. The tactics used included
shelling German bunkers with 14-inch artillery fired from the decks of
battleships stationed outside the range of German artillery.

For a particular group of infantrymen, their mission may 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 coud 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. Andthat 6 s not | usThe great militarg hispian n t
and theorist B. H. LiddellHat r ef erred to oO0Qpané str

to distinguish between the overall purposes of a nation (grand strategy) and
the specific military plans of a general trying to deliver against those purposes
(pure strategy). The grand strategy is a higher-level viewpoint than the pure
military strategy. To 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 why| started by talking about mission.12 Defining the mission for
your group will establish the boundaries for your strategies and tactics. It will

¥ 2For more on the topiMissionbh mhapien,
say that?
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also serve as thecollective conscience of the organization to keep it moving
through inevitabl e struggles. To paraphrase Viktor Frankl, those who have a
owhyoé6 can bear wi¥h al most any ohow.

The mission is the owhy. o6 The str e
tactics are the Ohow. 6

Defining Strategy
So how, then, should we define strategy specifically?

Liddell Hart defines strategy as Ot he practical ada
placed at a general ds disposal té& th
This is a powerful and simple statement. It considers the planning (or
oOpractical applicationdé) for wuse of
general 6s disposal 06) and focuses on
Gener al i zi #gbeyond @ miitanaléader to mean a leader of any

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 outMichael Porter,
the godfather of business strategy. He says , oCompetitive s

¥30A man who becomes c onstychelearstonarlat he
human being who affectionately waits for him, or to an unfinished work, will
never be able to throw away his |ife
wi || be able to bear al rMantd sa Sy abd icchw
Meaning, Rider Publishing, 2011 Considering this philosophy got him

through Auschwitz, it should at least help a team get through some business
challenges.

164 Sjr B. H. Liddell Hart,Strategy, Second Revised Editipiraberand Faber Ltd.,
1967.

165 You gotta love how English can use the same word to have completely
different meanings.
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being different. It means deliberately choosing a different set of activities to

deliver a unid®e mix of value.?6
Differentiation and value. Sounds a lot like innovation¢Z to me.
Leveraging another definition found in theacademi ¢ | i tera
strategy is the pattern or plan that
action sequences i# o a cohesive who!

Putting those three definitions together provides the basis for
understanding strategy as it will be discussed in this book:

Strategy is a |l eaderds plan for t
uniquely create value that supports a higher mission.

That ds a dgionybptlt @arries a Joodrdéal of nuance.Let 8 s un
it in some detail to ensure clarity of meaning.
Strategy is:
a |l eaderds
plan
for the use of available resources
to uniquely
create value

=A =4 =4 -4 4 -4

that supports a higher mission.

Leadership. Wh'y 0 ar ?PSetdnd e strategy requires a decision, and
ultimately, all decisions are made by an individual. Even group decisions are

166 Michael Porter,0 Wh at i s HarvardaBusimepsy ReviepwNovember
1996.
¥"For more on how | defi ne tWhatthe#¥wm i

Is Innovation, Anywayd s ecti on.

168 Henry Mintzberg, Joseph B. Lampe| James Brian Quinnand Sumantra
Ghoshal, The Strategy Process: Concepts, Contexts, Cadesurth Edition,
Prentice-Hall, 2002.
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just a collection of individual decisions to support a common choice. Yes,
teams, teamwork, and collaboration®® are absolutely important. Focusing the
strategy decision on an individual is not a call for dictatorial power. It is rather
a call for accountability. If everyone is responsible for the decision, then no one
islo

Plan. In the end, a strategy is a plan, and strategery’ is the act of creating
that plan. As discussed with regards to project planning 122 life almost never
goes according to plan. So why bother? You should bother b ecause the
planning process prepares you for the inevitable plan derailment. The
analytical process is about learning, foreseeing possibilities, and considering
alternatives. Later, vhen in the heat of the fray, you can react quickly,
leveraging that foresight, rather than having to figure everything out all over
again.

Limited resources.Truly being in touch with the resources available is an
underappreciated challenge. | t 6 s e asy -taond utdertestimatevthe r
resources available.Time, money, and brain capacity are all finite things if you
have not yet achieved complete oneness with the universe.

There is neverenough 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 out of what you have, of course, ju st d o n 0 that yos canufeed 5000
with a loaf of bread and a couple of fish. Firstof al | , i t 0 sreallye e

¥For more on innovatlTeams® tceesanpst, go t o

170 That is NOT an endorsement for command-and-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 bias that led to
reading such an endorsement into that sentence, | want to make explicitly

clear that they ainét reading me rig

"There | go again with the ostratege
2For more about managing i nRioestat i on

Management6 chapter.
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i s mifovative, even if you could do it.
Second, unl ess yol
the hotline to heaven, you may find
the execution falls a little short.122

Now, part of your plan could
include securing future resources to
get to where you want to go, and
t h at 0 Butdgainaeven that has to
be grounded in the reality of what
current resources you have to be able

togetwhatyouwant. Yo u ¢ a n 6 t'Hello, I'd like to place an order for

to hire the talent you will need if you delivery, please..”

dondt have a way to cYmpewenbdte havett
capabilities y ou wihbve a mayetd invest in gitbar
infrastructure or partnerships.

Frequently, though, we also miss the opportunities to fully leverage the
resources that we have.Faced with a sulfuric acid leak?Fill it with chocolate! 14
Need to storm a castle guarded by sixty men to save your one true love from
the clutches of an evil prince?Don 6t f telt yous projett lanner about

the wheelbarrow and the holocaust cloak %

Okay, joking aside, we really do miss out on opportunities because we fail
to see the possibilities of how things could come together. We have acognitive

173 Okay, | realize that this reference is a little risky, with the potential to
offend Christians, members of other religions, and atheists alike. But hey, as
Steve Martin said, comedy is not pretty.

174 performed on the pilot episode of MacGyver and later proved plausible
on Mythbusters

175 One of the many brilliant scenes from the most quotable movie of all time ,
The Princess BrideNext time you see someone go off to do something, shout
out to them oHave fun storming the c
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mental bias®t hat tell s usootdbi shiagshé Wway
wedve al wayWheaoneet demdt have the re:c
to get things done, we tend to say 0
out ways that we can.
So dondt under est i maowing whateyourc dvaldble e n
resources cangetdone.And, for that matter, dont¢
Unique. Every individual is different. Every organization is different. Every
customer is different. The only way to have an advantage is to leverage hose
di fferences. As the c| abkasingoocideaisng s ¢
There is no reason for anyone to take

everyone else has to give.

Mor eover, even if you choose to i mi
really be exactly the same as others, anyway. You and your organization are
going to have different sets of skills, capabilities, and resources available. You
have to do things diffe rently. So why not take advantage of your differences,
leverage your particular strengths 1’ and deliver unique, differentiated value
to the world?

Value Creation Creating value for someone, somewhere, is the ultimate
reason for organizations to exist. Creating value & even potential value 6 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 people 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. Every
organization first and foremost creates value. It is the fundamental reason for
being.

176 For more on cognitive biases, go to the Cognitive Biasessection.

"Did you know that ostrengthsé is th
with only one vowel? Now you do.
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Supporting the Mission Always focusing on the ultimate objective is the
thing that separates good planning frombad. | t s what enabl
around unanticipated roadblocks. | t 6 s what keeps the
due to diluted resources spread across too many distractions.

When innovating, it isndét enough
are supposed to do. They need to know why they are supposed to do it. 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 changing demand loads.

There is a reason you are doing all of this planning stuff. There is a reason
you want to accomplish a given objective. That reason is always and
everywhere to achieve the mission of the organization. That 8s why
powerful mission is so important. Know the mission well, and ensure that
everyone involved in the planning is focused on that mission throughout the
planning cycle.

Organizational Strategy versus Innovation Strategy

There are over 115,000 books listed on Amazon.com about business
strategy. The combined weight of that collection would roughly equal that of
the space shuttle Endeavor That 8s a | ot of trees

Clearly, there are already many tools available for guiding strategic
planning. Some may be better suited for some 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 strategy. Without
it youol | be doing the Atdeaseyou Willi untig
someone else comes along and does itbetter. Then youdl | be

I 8dm going to assume that you have
know, | know, that may not exactly be a safe assumption. But overall strategy
is beyond the scope of this book. If you need help there, please consult one of
those other 115,000 books that are available.
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TS,
. Organization Strategy
l etds focus he

your innovation strategy to
your overall strategy. On the

For the purposes of this
book, rather than looking at

Operational Product
Excellence Innovation

corporate level, innovation
may be one of the tactical

pillrs holding up the overall

strategy. For the innovation Figure 20: Innovation is one of the pillars that hold
up the strategy of any organization. Yes, any.

organization, that tactical
component becomes a strategy in itself.

Now, hopefully the innovation organization, whatever it may 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 that.

Strategies t hat 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. If you can call it just one thhg, that thing would be
obal ace. 0

Of course, balance means being able to manage several things at once, so
itds hard to call it just one thing.

"Robert G.Ne®BrodpceStrategiés: What Distinguishes the Top
Performers?® Journal of Product Innovation Managemenj September 1984.
This theme is true not just for the strategic plan, but for its execution as well,
in the form of portfolio management .
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are technological prowess, market or i ent at i on,findng whue u c
oceansi?®

Technological prowess does not mean that you have the best computer
coders and high-tech electronics engineers working in your organization
(unless, or course, you arean electronic hardware or software company). It
means that you have sophistication with the technologies that enable your
products, in your industry. In insurance, that might mean prowess in statistical
analysis. In pharmaceuticals, it might mean sophisti@tion in biochemistry and
engineering scale-up. 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 look more realistic.

Market orientation is about your ability to identify, focus on, and satisfy
customer needs d making relevant product solutions, building awareness of
those solutions among your target audience, and getting the solutions to them
in a way that they prefer.

Product ofitoé means developing prod
and to your organi zation. That doe:s
variations on existing products for e
still be connected. Google can develop driverless cars because of their
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 r ubbbelre acvhei
to Loftus International.

I n essence, you need oOopermissionbo
the products that you want to provide them. They have to believe that you can
do it. I t d o e =lhydu actumly dd itedrtheyhvallvinavevtheir pre-

conceived notions of you that will impact their perceptions of the products
that you provide. When it comes to product performance, i f t hey dor
they wondt perceive

For more about Bl ue O@eadteas Stateayt e gy ,
Canva® secti on.
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Finding O0bl ue notha aomsesofroni the work of eRenée
Mauborgne and W. Chan Kim, originally presented in their book, Blue Ocean
Strategy.8° The basic idea of Blue Ocean Strategy is to compete where others
arendt competing. bBhoaeswatbesearsnb
in fighting over the same space. Suchfighting is what Mauborgne and Kim call
ored ocean strategy.o6 | tds what most
think that there might be other ways of doing 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 way of categorizing strategies. One long-used and useful
strategy classification system is known as the Miles and Snow Strategy
Typology.

Dondét get inti midsatoauchdhdy gt meanecader
model. They defined four strategic types out there in the busine ss world (and
one of them is really a non-strategy strategy). Since each strategy type has a
memorable descriptive name, the framework is very easy to use.

The strategic types are prospector, analyzer, defender, and reactor. We
wonot real | y pceo ndse sdcerri btelde atsy o0r eact o
consists of crossing your fingers and hoping everything works out. Reactors
wait to see what happens in the world, then hope that they will be able to react
appropriately. In reality, they almost always reacti nappr opri at el
non-strategy that the original paper di
reactors, although it provided great

180 Renée Mauborgne and W. Chan Kim,Blue Ocean Strategy Harvard

Business Review Press, 2005. Note, however, that Cooper identified the
success factor of choosi ng 0 h-competitipeot
mar ket sé way back in 1984. What Mau
was show how organizations can and do make such choices, and they

provided tools to help.
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doomed to failure, especially as global change becomes more rapid and
dramatic.
The Prospector is the kind of

e Miles & Snow Strategy Typology
organization that goes out and

creates change in an industry, Prospector Analyzer

-

market, or community. It grows by

developing new products, services,
and markets, so growth can come

in surges. It approaches problems

with mul ltiple solutions, and flexibly Detender Reactor

adapts to changing environments. [;;;%;V

I Ty,
ltés the type to € d
look for the gold nuggets before L L

anyone else can claim them. With  Figure 21: The Miles and Snow Strategy
innovation, Prospectors use a first ~ TyPology, complete with cute pictures
to-market approach. to help you know who they are.

The Analyzer is the kind 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 wi
efforts, while monitoring and analyzing the environment for important
changes that will require attention. With innovation, Analyzers use a fast-
follower approach.

Defenders focus on stability, trying to protect a segment of the market
from change, so that they can efficiently deliver a fixed set 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/service/market 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?
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Like so many things with innovation, it depends. In this case, it depends on
how you define Osuccess. 6 Research h
define their own success measures based on their strategic type. This should
come as no surprise. An organization is likely to base its strategy on what it
values, and then determine whether the strategy was successful based on
those values. Thatds fineéuntil t he
somet hing that it is
loads of confusion. Avoid it.

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 susceptible to disruptive innovation.18!

A Prospector strategy will work well in an environment of high turbulence
and rapid change 9 either in the market, technology, or both. In such situations,

not set up to de

risk-taking, addressing emerging markets, and embracing new technologies is
critical to survival.

An Analyzer strategyis 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 more likely 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. The
inconsistencies and lack of clear direction make execution at best challenging,
if not impossible.

Now, I have yet to see a strategic
a [Prospector/ Analyzer/ Defender/ Reac!
putastrategyi nt o one of those categories,
based on the stated objectives (is

BlEor a discussion about t haadwha it means,d i
g o t oWhaththe #&3#! Is Innovation, Anyway?6 s ecti on.
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resources allocated (are they going to fundamental research, new product
development, or cost reduction and main tenance?).

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 resources 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 together an innova tion strategy
that fulfills the role, solves the problems!& of the target market, operates
within the resource constraints, and

The innovation strategy will need to have 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.182

Guess what? Rarely are organizations set up so that the same people who
do the marketing are also the ones who do the technology. That means that
there needs to be strong coordination, cooperation, collaboration, and maybe
even cohabitation18 between these folks, to ensure that the strategic plan is

¥2For more on pr obl e m Dédfirigia Rroblein & hardé g o
sedion.

BHar ry NyPsoductDeneloprient Strategy: An Integration of
Technology and Marketing, #ournal of Product Innovation Management,
March 1985.

¥l n an office areaécdmon, get your m
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carried out effectively. And that generally means some strong coordination at
the executive levelsie®

Creating Your Strategy

So t hat 0 sNow lwé hawraeeat little definition of strategy: a
| eaderds plan for the wuse ofateavaleihdtab
supports a higher mission. And we have the requirements of an innovation
strategy to address both the technology aspects and the marketing aspects of
bringing new products to life.

Now, how do you create a strategy that will deliver 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 organization. Smaller, more
resource-constrained firms should have a less formal, more flexible strategy.
More formal and rigid strategic plans in such organizations can actuallyimpede
the ability of the organization to innovate. 18 For this type of organization, a
rigid strategic plan gets in the way of improvisational development, taking
away the small-team advantage of nimbleness and responsiveness to the
marketplace.

Note that this does not mean that small businesses and start-ups should
proceed without a strategy in place & numerous studies have demonstrated
that strategic plans enhance firm performance, both overall and with regards
to new product development and innovation. Planning helps to make cycle
times faster, failure rates lower, levels of innovation higher, and returns on
investment greater.8’ Having a strategic plan is critical, but what kind of

185 Steven C. Wheelwright and Kim B. ClarkRevolutionizing Product
Development, The Free Press, 1992.

186 Song, Michael, Im, Subin, van der Bij, Hans, and Song, Lisa,Do e s
Strategic Planning Enhance or |1 mpede
2011, Journal of Productinnovation Management, July 2011

187 These points come from several different studies from researchers in
academic innovation research, including Abbie Griffin, Robert Cooper, Elko
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strategic pl an you create needs t o
characteristics.

Larger, more highly resourced organizations, on the other hand, will
benefit from a more structured, formalized strategic plan. In these
organizations, the clarity of direction helps align broad and overlapping
resources, keeping them focused on a common goal. It helps 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 ten -person start-up.

One last thing about creating your strategy: take some advice from the
world of chess.

Chess is perhaps referenced even more than war when it comes to

strategy. I f you google Ostrategy6 al
them involve chess pieces.
So |l etds consider the advice of <c¢h

They advocate a system 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
plan, then selecting the best option.18 This is not unlike a sound strategic
approach to business strategy. The final step before actually making the move,
though, is to |l ook at the board owit
How can thinking like a beginner help you make better strategic decisions?
Well, in chess, the idea is that you look for blunders 8 moves that either

Kleinschmidt, Mitzi Montoya -Weiss, Roger Calantore, Michaels Song, Tony

Di Benedetto, etc. See the references
Enhance or | mpede I nnovation and Fir.
examples.

188 | ev Alburt and Larry Parr,Secrets of the Russian Giss Masters:
Fundamentals of the Game (Volume 1L)W. W. Norton and Company, 2003.
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immediately put you in a losing position (or even checkmate), or moves that
utterly fail to capital i¥¥¥ou sea evgnaas you o
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 questions, and make sure that you have smart answers for
them. Heck, even bring some beginners in to look at it and ask those questions.
Just make sure you didndt overl ook
mistake might have been avoided by doing such a review 1%

An Innovation Strategy Toolkit

There are some simple (surprise!) tools that can guide yai 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 Innovation Toolbox .1

189 |t is said that the winner of a chess game is the one who makes the
second-to-last mistake.

190 The 2012 JCPenney stragic debacle 8 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 alienating the loyal
customers & may have benefited well from looking at the plan with the eye of
a beginner. J elowrta fdil & busifesesiwhilg edlhd realyd
trying, Bortune, March 20, 2014.

191 Getting into the toolbox requires that you be a registered user of the site.

But what if you don6ét want to give m
knows what a guy like me will do with it. Since you went to the trouble of
reading my book, 106l give you an ou:

wi t h t hKeepnnowdtion@8imple.orgg 6 and the passwo
Of course, if | get your email, | can send you wonderful stuff like newsletters,
articles, updates, and comedy jokes.
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Among the tools that are offered here, you will find numerous four -
quadrant charts.222 Full confession: | love fourquadrant charts. | find them to
be simple ways to generate powerful insights. Asyou r ead on, you
a steady diet of such charts.

The most famous of these, at least in business circles, is probably the
Boston Consulting Gr oup éguadrant charts evere
Japanese movie monsters, this one would be Godzilla.

In that matrix, which appears

in virtually every B-school BCG Strategic Matrix
strategy class and text, the axes Market
are market growth and market GrRZ‘Q‘eth

share. Plotting a business or
9 Question Marks/

product on the matrix gives you Bslsbires il i Stars

a sense for what you should do (Invest or Exit) (Invest)

with it. 1f ités Vet Wi N
mark e t and has hi Dot Cash COWSSharE

star that deserves star treatment. (Harvest/Exit) | (Milk/Defend)

| f itds got hig
stagnant mar ket ,

that ought to be milked. A low Figure 22: The Godzilla of four-quadrant

share in a low growth market is a charts, used in strategic planning and
taught in strategy classes for almost half a
dogdand not of th J %

century.
Lassie variety:®® Low share in a

2 8m not t he onl yquadmaetchartsceitheri Gheckouf o ur
Alex Lowy and Phil Hood, The Powerof the 2 x 2 Matrix: Using 42 Thinking to
Solve Business Problems and Make Better Decisions 1st EditidnsseyBass,
2010.

Being a dog lover, 16m not fond of
BCG called it. I woul dllasve ngdrme wio
otapewor m. 6 But thatds just me.
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high growth area is a question mark, meaning you have lots of thinking to do
whil e you pl &louldlistay oC3heulsl hGi’s ion t he bac

Ther eason this chart has endured sin
it is useful. It helps get perspective on businesses and products in an impatrtial

way . I f youdve been working on somet
dog, it can be 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 be-all and end-all of strategic thinking.

This chart, like any fourquadrant chart, is simple. It offers a perspective.
But only one perspective. A good one, but only one.

Before going further, another quick word about keeping it simple, but not
simplistic.22* Some of the tools, used by themselves, may be simplistic. That
doesndt mean the tool |l acks value, t
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 screws, bolts, electrical
wiring, dry wall, PVC piping, and 30 weight ball bearings.

So, yes, these charts can be and have been overused and trivializ& And

yes, four-quadrant charts are easy to make fun of1% | get it.

That doesnd6t mean using them, when
these tools is simple. But using just one, and taking it as the truth, the whole
truth, and nothing but the truth, may be simplistic. So be sure to use them in

t heir proper cont ext. That 6 s whbpening t t
insights 1%

194 For more about what simplicity really means and why it works, go to the
OVhy Simple® secti on.

19 Dilbert do es it best: http://dilbert.com/strip/1997 -03-05.

196 Especially when you get to the portfolio management section .
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Whatever you do, make sure you are using the right tools to get the
insights you need. Use multiple tools to get multiple perspectivesWith 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 the old stand -bys of strategy
developmen t . Let ds start wi t h: The S\

Opportunities, and Threats) analysis.
l'tés a simple

a glance what is going on in your SWOT AnaIYSIS

world, good and bad, inside and

_ Positive Negative
outside.

Full disclosure though: the
SWOT tool doekofad /nfernal|  Stengths Weaknesses

lot on its own, unless you are a

naturally holistic strategic thinker
that never gets distracted by the
urgencies of the moment. lamnot ~ £xfernal | Opportunities Threats
such a person.

So to make the SWOT analysis
of greater value, there are other tools to help you fully 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 Five-Forces of Michael Porter Plus
I am a big fan of Port eri8isprovidesagre&tor
framework for considering how your organization gets pushed and pulled in

197 Michael Porter, Competitive Strategy The FreePress 1980. The structured
analytical approach he recommends is excellent. His generic strategies that
followed have been much maligned lately, but are still worth consideration,
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different directions. The variety of forces that Porter categorizes are common
to all organizations trying to achieve a mission.

Five Forces Plus

Threat of
New Entrants

Industry
Competition

and
Rivalry

Bargaining Power
of Suppliers
s13fng jo

Threat of Substitute
Products

Technological Developments

Figure 23: Michael Porter's original five forces, PLUS general environmental
conditions.

as | ong as vy ouemdshardand-fast bldckaad-whiteh
concepts.
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Even if you are a nonprofit, donét
live in a competitive landscape. 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 efforts

run into o0sorry, I just gave what | ¢
erupted, 6 or ol 6d Iling et | Hawe bapn chalenged to s
pour a bucket of ice water on my hea
away from a®challenge. 6

So itds a competitive worl d. Whet he

and Burger King, the 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 power of 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 pancake 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 IHoR2 might be
opening a place down the street?

198 Yeg, | took the challenge. Thebandwagon effect made me do it.

9The I nternational House of Pancakes
name for a restaur ant chai n, but God
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Those are the five forces that P%®r f
Look at the general environment in the world. How might it effect you? That
environment could include general economic cond itions 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 operate. All of
those gl obal forces wild.l have an i mpac
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 ought to approach your innovati on investment,
itds wise to know where you stand in

Technology devel opment tends to fo
Figure 24. At first, when a 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 initially be slow, but as awareness of the breakthrough builds, 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 low-hanging fruit has all been plucked from the technology tree, the
technology enters a mature phase of slow, incremental improvements.

200ne of the big criticism of Porterd
into accountgenerale nvi r onment al conditions.
Global Warming, although that may enter into the analyses of many
organizations, especially if you work in industries like Green Energy or Polar
Bear Rescue. But what | & emographiktiemdgs, a
economic conditions, 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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Product Life Cycle Map

Technology S-Curve

Breakthrough

Performance

Competitive

Life Cycle

Growth
Phase

Figure 24: The Product Life Cycle Map depicts where you are on the technology S
Curve for a product category. When the competitive life cycle clock strikes
midnight, your technology turns back into a pumpkin.

Why is this important to strategy? Because you will want to invest
differently if you are competing in product categories at different stages in the
life cycle. If the category is young, you may choose to invest in resarch to
drive large changes in performance and seize a competitive advantage. Doing
so in a mature phase, though, would not make much sense. If your strength is
in research, investing in the next breakthrough would be the wiser move. Or if
your strength is in operational efficiency, investing in cost reductions could be
the best choice. In any case, knowing where you are on the Scurve, and
therefore where you are in the product life cycle, is important to making the
right investment decision.
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The Attribut e Opportunity Map

Since we arewired to sense threats?22 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 the neighboring 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 ds an att r i bguditear fegtuseuof yaus préuct. Fod s
example, what are the attributes of your favorite burger -barn home-cooked
French fries? Thin, hot, crispy, delicious, golderbrown, greasy, salty, cheap,

fast, fatteningé Get iit? Got it. Goo
Yes, itds fo
Attribute Opportunity Map lt8s drawr toi n
CONSUMER
& ol impress you, and to give
@0‘7‘ %, . pretty pie wedge graphics.
© 7 .
& oo | Ady % Okay, not really just for the
§ i%, visual impression. Within
o
e j, greazaion | each quadrant, there are a
e af couple of options to
o S
4, Gl | i consider. Depending on
s, e C
Q‘?BA &‘v& where you are within the
9 &
” guadrant, you may want to
“oost

consider one of those

Figure 25: The Attribute Opportunity Chart is a fancy options a little more than

way to think about what attributes of your product

he other.
should be changed, and how you should change the othe _ _
them, given the costs and benefits to both your The  vertical axis
customer and to your organization. depicts a continuum from

high consumer benefit on

201 For more on this and other hard-wired cognitive biases, go to the
oCognitive Biase® secti on.
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the top to high consumer cost on the bottom. The horizontal axis depicts a
continuum from high organizational cost to high organizational benefit.

tds up to you to figure out what t
organization wil/| have its own oO0ri gh

Now think about where those attrib
something the burger -barn customers love in their fries, butitd s a c o st
organization because cutting them so thin takes more time than cutting them
thicker. So O0i mpr ov e 60 fimahe bestehickness thap p «
minimizes costs while maintaining liking.

OFatteningd i s somet hcant gopnstinteracost, butay
slight company benefit 0 after all, deep-frying is quick, easy, cheap, and

contributes not a I|ittle bit to the ¢
your target consumer feel s itds a ¢
something to be tolerated (if itds
reduced (if itds a high cllams thenanswergso s
otolerate. 6 But iif your target is sh

may want to look at that r educe option.

And what if a new regulation comes out (which you identified using the
Five Forces Plus tool) t hat adds a
improving public health? Now that attribute flips to the lower left of the chart,
and you need to consider minimizing or eliminating the attribute of
of attening. 6

Thatds an example of how these tool

The Blue Ocean Strategy Canvas
In general, people tend to prefer fighting the devil that they know, rather
than the devi lknow. Ardtsailihgiintoyuncladed @&dters means
thereds a chance of meeting a devil
That can be great news for innovators. Since most people have the status
quo preference, they will tend to fight over the same space 0 creating a bloody
red ocean. They leave open plenty of blue water where no one is fighting. That
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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 can help.

Blue Ocean Strategy Canvas

A Eliminate chucc Raise Create

ey

High

Offering Level

Factors of Competition

Competitor 1 Competitor 2 Competitor 3 Opportunity

Figure 26: A hypothetical Blue Ocean Strategy Canvas. Or is it "an hypothetical?"

In the example of Figure 26, the competitive factors for three companies
are plotted onto a chart. Competitive factors could include price, location,
services offered, varieties available, etc. Each competitive product isated as to
how much of each factor it offers. Where the competition bunches up on the
chart, you look for ways to leverage opportunities in the white space. When
everyone is making a high-level offering in a factor, you see if you can reduce
or eliminate that factor in your offerings. If everyone else is low or non -existent
in a factor, you look for ways to raise or create that factor.

Basically, when everyone else zigs, you zag.
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Mauborgne and Kim offer the example of Cirque du Solei. Before they
came around, circuses traveled around competing on big name stars, animals
on exhibition, concessions sold in the stands, death-defying thrills and
humorous clowns.2%2

Cirque du Solei eliminated the big names, the animals, and the
concessions. They reduced the thrills from death-defying to merely
breathtaking. They dondt move around
tailor the theater to their performance. And they eliminated packs of rubber -
nosed imbeciles emerging from tiny cars.

Cirque du Solei has been a tremendous success be redefining a category
for themsel ves. l' s it circus? Is it
entertaining and successful. And, you guesseditdoi t 6 s i nnovati v

So leverage the blue ocean stratggy 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 concept developed by
Mohan Sawhney, Robert Wolcott, and Inigo Arroniz22 to help visualize
opportunities for innovating, not just on goods and services, but in a variety of
other ways as well.

The oOreal 6 version of tf Imanagers feom wam r
organization complete an online profile, which then gets mapped on the radar
for insights. The O0Osimpled version t
where the organization currently com
not as accurate), but it can still provide valuable insights.

22Humorous, that i s, gcofilrophabia. dondt suf

BMohanbir Sawhney, Robert CThe MDiffeccitt t
Ways for Companies to Innovate, BT Sloan Management ReviewApril 2006.
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Innovation Radar

Offerings (What)

Customers
(Who)

Presence
(Where)

Processes (How)

Tool developed by the Kellogg School of Management’s researchers Mohan Sawhney, Robert C. Wolcott and Inigo Arroniz

Figure 27: The Innovation Radar

By seeing where the organization is strong (further out on the radar) and
not-so-strong (closer to the center of the radar), and by comparing their
organizations map to those of competitors, you c an identify opportunities for
innovation that leverage your strengths, address your weaknesses, and move
into blue -ocean-like space.

The Ten Types of Innovation
Authors Larry Keeley, Helen Walters, and Ryan Pikkel also want to
encourage you to think of in novation beyond the goods and services you offer.
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In their aptly named book, Ten Types of Innovation: The Displine of
Building Breakthroughs2 they outline ten areas to consider when looking to
create value differently.

Figure 28 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...

[ F—
...employ distinguishing features and
Product Performance Pt

Offering Configuration

...create complimentary products
Product System s oo
e
eI ==

Source: Ten Types of Innovation: The Discipline of Building Breakthroughs

Experience

Figure 28: The Ten Types of Innovation

204 Larry Keeley, Helen Walters, and Ryan Pikkel,en Types of Innovation: The
Disdpline of Building Breakthroughs John Wiley and Sons, 2013
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While both the Inno vation 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 | et your ¢ hoisane othere
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 organizations. 2% Strategies that derail while operating
on a single track invite disastrous consequences.

The Value Web

Al t hough it is said that it i's bet
receive something in exchange for yo
to provide it for long i f you dondt get somet hi ng
determine how to get that value returned?

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 is
simple.

Start by considering someone who will benefit directly from the innovation
you bring to them. For a business, this would typically be a customer with
whom you have direct transactions. In the nonprofit world, this could be
someone that your services directly help, such as someone suffering from a
particular disease.

Ask yourself three questions about this person or group that will receive
value from you:

1) Why do they benefit from your innovation? What is it about your
solution to their problems that brings them va lue? 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

251 t hai Stern and Andr ebusinBss dividrsifitatieniins o n
technology-i nt e nsi v e SiratedimMahagemens Journal May 2004.
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new possibilities for them? Does it free up resources that they can then
devote to other things?

Mapping Value

Your
Innovation

Who Values
Your
Innovation?

Figure 29: Mapping the value that your innovation brings to the people who
will benefit from it.

2) How much do they benefit? Is it something critical to their lives, or
simply a nice-to-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 from one solution to another? Is the benefit
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long-lasting (even permanent) or short-term? 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? Do you have the ability 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 wi

exchanges of goods, services, volunteer time, etc.)? What complexities
exist around the transaction, such as legal/regulatory issues, storage

I typically

and delivery, or measurement of value?

Note that one customer is just a start. You will (or at least should) have

be

money,

particular 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.
That os
As you can see in
Figure 30, the value web
consists of repeating the
initial exercise for all of the
people or
benefit

groups who

from your
innovation. Go through
the steps above for not
only the primary
beneficiaries, but also for
secondary or even tertiary
beneficiaries. Consider not
only your customers, but
your

al so

only your customers, but

wher e

mapping

secondary
Valuer

Secandary
Valuer
Your
Innovation
challenges
are faced?

y
benefit?

Secondary
Valuer

Figure 30: Value web mapping helps to create a

out

transaction

Secondary
Valuer

<hallenges
are faced?

Secondary
Valuer

) structure around the complexities of the market for
customers. COHSIder not your innovation.

also the producers of both complementary and substitute goods and services
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that will go along with your innovation. Consider not onl y your customers, but
also those who will benefit from you

A direct customer transaction of value for value is obvious, but perhaps
the other considerations merit some
sprouts pr odaoneepwith an cnodatioa that makes them taste
better than their current sweaty-gym-shoe-insole flavor. Your first thought
may be about the grocery stores that
better product, which they should surely value, 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, without the 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 to mask the
flavor of the original will be hurt by your innovation 3 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 after the beet
and kale fadséyour delicious new ball
thing, and they are willing to support you in efforts to further refine your
product.

And what about those who benefit indirectly fr om your product?
Previously, few would eat Brussels sprouts on any occasion other than driple
dog dare, but now there is potential for so many people to eat them that the
whole community would h ealthier. 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 may prove more rewarding than restricting yourself
to the narrow view on just a direct customer.
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This is particularly important for nonprofits. Often, the customer being
directly served by their products lacks the means for paying back a reasonable
value. Other sources, suchas 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 for traveling2% the innovation roadmap helps you
to identify how you want to get to where you want to go.

Simple Innovation Roadmap

Time O | Timel Time 3 | Time4 | Time5

Technology
Programs

Resources
Required

Figure 31: Usethe Innovation Roadmap to plan your journey from where you are
now to where you (and your customers) want you to be.

206 Hopefully the various GPS navigation systems have notcaused 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 in 3 -point font, and
covered in grease stains from the burgers, fries, and shake spilled on it during
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The concept is simple. Starting with where you believe the consumer is
going to be 27 at some time down th e road, you plan backward to where you
are now, identifying the key activities that need to happen and milestones that
need to be achieved in order to reach your destination.

Working backward from the anticipated need, you identify the product
solutions 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 long-terminnovatonobj ecti ves. Dond6t be
student who waits unti.l the night b
comparing and cont r asMolyDigkwitheTroma ra nMe |J
Dicky Moe.

Plan your work, then work your plan.

Creating the Innovation Plan

So now youdve done all this great
put it all together into a cohesive plan.

Full confession: this is a blatant rip-off of the dBusiness Model Canvaé o f
Alexander Osterwalder and Yves Pigneuybut adapted to the specific needs of
an innovation organization. The original is a great tool, no doubt. One t hat
used myself. If you used it to develop an organizational canvas/business

long road trips. Oh, and the refolding! Kids these days will never have such
visio-spatial brain challenges to keep them mentally sharp.

271 8 m s p e cdiding tikeaeimptipg bat elichéd quote so overused in
business todawhyJbhesshnhn&sspgoploe wondt
Gretzky quote, Klacle a n $eptember 24, 2014. Oh wait. Does this link

count as using that quote?
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model/strategy, you could then use the Innovation Plan2% to help develop
your innovation strategy.

Plan

Simple Innovation

Input M:

* Who are the key suppliers?

+ Are there external partners
involved?

* What resources can these
partners provide?

* What are the roles and
respensibilities for all the
players?

* Who has what decision-making
authority?

+ Who funds what?

o How are the funds secured?

* What technical challenges need
to be overcome to meet the
strategic objective?

* What technical development is
required to avercame those
challenges?

* What time constraints are
involved?

Resource Requirements

« What functions of the
arganization need to be
invalved in development?

+ What customer involvement is
required? Is possible?

+ What market knowledge is
needed?

+ What extemal help is needed? ls

available?

What tite, money, and people

are available?

Strategic Objective

« How will innovation 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 solutions?

= What are the top priorities of
problems to be solved?

« What is the urgency for solving
each problem?

Market

Output M

+ What customer segments are
invelved?

+ How are these segments
different?

+ Isthe end user of the product
the same as the customer?

+ Who 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 involved
for different means?

+ How do the products and
services deliver value to the
customer?

+ How do customers want
products delivered?

+ What are the relationships with
customers?

+ How do we communicate with
customers?

Delivering Value

» How does the arganization 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 organization?

+ By what method would your customer prefer to retum value to the organization?
» How are revenues distributed among various sources?

Figure 32: the one-page Simple Innovation Plan

This tool gives you a simple means of thinking about and capturing the
key elements of an innovation strategy:2%°

A The objectives of overall innovation efforts;

A The role of innovation as part of the overall strategy;

ocanyv
th the

208 avoided the use of the word
No need to create confusion wi
deal with all these tools getting named for an art medium?

2WRobert G. Cooper ®evelopiSgcadtoduct hnovatiod g e t
and Technology Strategy for Your Business BResearchTechnology
Management, May-June 2010.
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A The human, financial, and time resources availale and allocated to the
plan;

A A diverse portfolio of strategic projects;

AThe scope of innovation efforts (target customers, applicable
technologies, and product categories);

A Planning over both short- and long-term. 2.

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 objective.

Notice that this is a one-pager. One page.One. Keep it that way.

Remember, a big part of why simple works2! is that it will actually be used.
If you turn this thing into a 9 -box version of the complete works of Marcel
Proust2 it will not be used. By anyone. Ever.

As Donald Sull and Kathleen M. Eisenhardtput it:

OWhere does strategy live in your organization? If the
answer is on a shelf, you have a
in thick bindersiithat 6 s wher e they go to di
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

20We 81 I focus on t htedhapleraosdortfdiovo poi nt
management (a.k.a., cat juggling).

2lFormor e on what simplicity iWhyS8imped wh:
section.

212 gTaking on his seven-volume novel, Remembrance of Things Pagtis the
readingequi val ent of runniywgGat enmman hodl |
Proust: Actually, It's Easy to Find the Verbose French Novelist, The Question

| s, \Whigagodribune February 14, 1999.
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matter. In a world of hard trad e-offs, they are one of the few
ways managers can increase alignment, adaptation, and
coordination all at once. &2

It will be tempting with this and other tools to make them complicated.

Youdl | want t o c atipat somebodyssorbetvHere midhe &sk i |
about. Youdll want to make sure you I
including the kitchen sink, you will want to add the refrigerator, oven, coffee
maker, and combinationegg-s | i cer / grape juicer. Do
Keep it simple. Focus on the important few points that must be captured,
not the trivial many points that won

at focusing efforts. There will always be other ways to capture the excruciating
detail.

The simple strategic innovation plan can be used as what some people call

a Product l nnovation Charter (PI C).
it causes confusion with the Project Charter that is so important to project
management . Howe v er ,refdr d mément, bdcause thatas P

how the academic literature refers to it.

PICs provide the three Cs necessary for strong strategic execution:
Cl ari pcat i onandC6mnmbn langaaye€2dTo 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 behavior
established. The language used has clearly defined common meaning for
everyone in the organization.

2Donald Sull and Ka tSimpleRulesfiva CoEplexe nh a
World, Marvard Business ReviepSeptember 2012.

2WChris Bart an dheRefdrmasde ImPactjofaCoritent ari
Process in Product Innovation Charters Journal of Product Innovation
Management, January 2007.
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Several conponents of PICs have been found to differentiate between
highly innovative organizations and the rest.2l> Components of the strategic
objectives will include concern for employees, concern for society, concern for
shareholder, concern for suppliers, and concern for customers.2é Strategic
components of the PIC should also include metrics?? of success (both financial
and nonfinancial) and the technology arenas to be leveraged.

A strong new product development strategy consists of both a technology
strategy (theor eal i t y 6 p a2¥)tandonérketing stratega(t he no v a
part of innovation )22 Sothe simples t r at egi ¢ pl an cl ear |
how it works.

Start in the center with this tool,
thisbox, brieflycapt ur e whatds i mportant aboutl

How will innovation 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 solutions?

What are the top priorities of problems to be solved?

What is the urgency for solving each problem?

To To Io o o Do Do

215 |bid.

216 | ooks to me like the best innovators are the best corporate citizens. Just
sayinod.

2For more on innovati on mennovationdor Fug o
and Profit6 a mmbvation for Fun and Not -for-Profit. 6

28FEor more on how innovation i Whatttef i n
#&%! Is Innovation, Anyway? secti on.

2Har r y NyPsoductDenelopment Strategy: An Integration of
Technology and Marketing, #ournal of Product Innovation Management,
March 1985.
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That will serve as your starting point for the rest of the document.

To the | eft, t hen, youdl | l ooldthat
technical side. To the right, outputs and their associated revenues & the
marketing side.

Personally, I Il ike working from th
way to ensure that things stay connected to the strategic imperatives.
However, you can fill it out any way you please, as long as youkeep it succinct
and cohesive.

Working out to the left, briefly?22c apt ur e what s i mpor f
such as:

Technical Requirements

1 What technical challenges need to be overcome to meet the strategic
objective?

I What technical development is required to overcome those
challenges?

1 What time constraints are involved?

Resource Requirements

1 What functions of the organization need to be involved in
development?

1 What customer involvement is required? Is possible?

1 What market knowledge is needed?

220 |s the message of brevity getting thro u g h ? Itéds i mporta
Brevity is the essence of wit. Keep in mind that keeping things brief, to the
point, and i mpactful is hard wor k. |

As Woodrow Wilson said about his speeches If IGam to speak ten minutes, |
need a week for preparation; if fifteen minutes, three days; if half an hour,

two days; i f an houds kaam teafdyusnbhow
words, but to be concise and clear takes thoughtful effort.
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1 What external help is needed? Is available?
1 What time, money, and people are available?

Input Management

Who are the key 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 decision-making authority?

Who funds what?

How are the funds secured?

=A =4 =4 -4 4 -4

Delivering Value

1 How does the organization deliver value to the customer?

1 Whatis the cost to the organization of providing that v alue?

1 How are costs distributed among required resources?

1 What channels are most effective for meeting strategic objectives?

Working out to the right, briefly22 capt ur e what 06s i
guestions such as:

Market Requrements

What customer segments are involved?

How are these segments different?

Is the end user of the product the same as the customer?

Who is the customerds customer ? V

=A =4 =4 -4 =4

When do they need the solution you will offer?

Distribution Requirements

221 Consider the brevity horse dead and beaten.
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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 involved for various means?

=A =4 =4 =4

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 with customers?

1 How do we communicate with customers?

Receiving Value

1 For what products are your customers willing to pay?

1 Whatis the customer willing to pay for that value?

1 How does the customer return value to the organization?

1 By what method would your customer prefer to return value to the
organization?

1 How are revenues distributed among various sources?

So now you have a one-page innovation strategy capturing all the key
points of your analysis, backed up by some simple tools that stimulated your
thinking. Time to take a coffee break. Right?

Nope.

Do it again. Yep, thatds ri ghtipn Da o
it with a different perspective, with a different set of assumptions. Think about
what could go wrong with your plan, and think of a different approach that
might avoid those issues.

Remember, iplans are useless,but planning is indispensable.®2 It is this
kind of planning process that will help you in the actual execution. Preparing

222 One of the famous aphorisms of Dwight D. Eisenhower, as quoted in
Richard Nixon, Six CrisesDoubleday, 1962.
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multiple plans in the strategery 222 process will give you two distinct advantages
over stopping at one.

Hrst, you may discover that the first plan, as drafted, was not the best plan.
Either another plan turns out to be superior, or additional thinking from a new
perspective helps to modify and improve on the original.

Second, you have contingency plans in yair pocket. The beg-laid plans of
mice and men often go awry,22* after all. Best to be prepared for the going
awry in advance, rather than doing the impromptu 225 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) on  Open Innovation

Since Henry Ch eOpdninoovagidn:dTke Nevo Imperative for
Creating and Profiting from Technology a decade ago, open innovation
(affectionately or derisively known as Ol, depending on your perspective) has
been a hot topic in innovation and product development circles.

Procter & Gamble has served as a primaryexemplar on the topic. They
| aunched their evo€bopéctpragdamb, and
articles galore about the successes they were having, and how they did it.In
2009, P&G was named by Business Week as one of 25 most innovative
companies in the world, touting their Connect & Develop as a key reason for
their success.

223 There | go again, using that made-up word, even after | promised not to.
Such a fun word.

2But even strategery isndt as nMkeh f
Myers Scottish brogueand saying o0Tae a Moose, 0
that provides this oft -alluded to line, at least in the English translation called

0ro a Mouse.6

25 candt help but t hleadkimeadquirdhzent for ai wa i
impromptu speech. | wish it was easily captured in a pithy quote, but the
internet has it wrong, and I dm a sticklIle
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More recently, the articles have been about the failures and where they
went wrong. I n 2012, a Business Week
I nnovation Well Runs Dry, 6 pointing c
(meaning internal) R&D structures were beating them in the marketplace.

Or look at Quirky. Started in 2009, Quirky leveraged an open innovation
crowdsourcing model to come up with innovative new products. As late as
2013, Wired magazine was hailing their partnership with GE as a way to
aconquer the internet of things. 6 Less than two year
bankruptcy pr o tgeestibns @bout how dar the ergvd -based
model of innovation and product development can go .0

What gives?Does oOopen innovationodo work o
Well, first | suppose we need to know what we are talking about.
Chesbrough expressed thec | osed i nnovat i ompanigsanmustd i

generate their own ideas and then develop them, build them, market them,

distribute them, service them, finance them, and support the
In the open innovation paradigm, ofir
well as internal ideas, and iZ%ternal

So basically, a closed innovation system is a deit-yourself approach, and
an open innovation system is an it-takes-a-village mindset.

But all real innovation systems lie somewhere in between those extremes.

Being closed has its advantages. You control everything, and you own all
the riches at the end of the internally -developed innovation rainbow.

Being open has its advantages. No matter how smart and talented the
people in your organization are, there is someone, somewhere who is at least
as talented, at least as smart, and has a different, perhaps better, solution to
theprobl ems you face. You dondt and canéd
outside gets new and superior ideas into your organization.

So akey consideration of any innovation strategy is how open to make it.
Notice | didndt say wh e Opferinnovation ismatkae

226 Henry Chesbrough, Open Innovation: The New Imperative for Creating and
Profiting from Technology, Harvard Business School Pres2006.
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binary?2’c h o i ¢ e , an brWof switch. & innovation system is never either
open 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 in
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 have. I f there is a market that
your strengths, consider looking for a part ner who is strong in that arena, and
who would be willing and able to help you get there. And it should go without
saying?2 that you should avoid getting into ugly markets where you have no
strengths. If you are already . .
there, get out before that Open Innova’clon Guldance
market goes all Amityville M
Horror on you.

Note that oOpe

Partner Develop
come in all shapes and sizes.

(Give) In-house
It can come from customers,

suppliers, universities, online

collaboration tools, or Avoid/ Partner

Divest (Get)

Organizational Strength

organizations in different
industries. It might even be

an archrival that you join to >
Market Attractiveness

Figure 33: A thought stimulator when it comes to
figuring out the resources you need, what's
available, and where to go from where you are.

227 That reminds me of one of my favorite nerdy jokes: There are 10 kinds of
peopleintheworld 8t hose who understand binar.y
you get it, congratulations! Youdre .

25But 1611 say i tofthoroughmegs, f or t he sak
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take advantage of your mutual strengths.222

Think of it like a door. Some doors are closed most of the time, only
opening for rare access.Some doors are rarely closed, and only for special
circumstances. Other doors have screens that let fresh air and light in while
keeping annoying pests out. Some doors have malil slots or little doggy doors.
Some are 0Dut ch d awdbatom open sepazately.iMeeretare p
lots of different kinds of doors, and they can all be opened or closed to varying
degrees. Such is true for Ol 0 lots of types and degrees of openness.

Open innovation efforts will take different forms depending on wh ether
you are developing new services or developing new physical goodsZ New
service development requires collaborations 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 is the state of open innovation. Crowdsourcing. Co-creation. Expert
networks. User communities. Collaboration sites. Grand challenges. Tech
scouting. All sorts of open innovation doors.

All innovators everywhere and always have done some sort of open
innovation. Okay, maybe the cave dweller who invented the first wheel did it
all alonez! but no one has since. We are always learning from others,

229 A great example of this is Glad Force Flex trash bags and Glad Press-

Seal pl astic wrap, which |l everaged C|
fl exible films with some otechi®ogyct er
developed for their diaper business. Perhaps there is hope for all bitter rivals

to one day find such peace.

st ephanie C. Schl ei me rACanmpdrisoAoftNéwur D
Service versus New Product Development: Configurations of Collaborative
Intensity as Predictors of Performance #ournal of Product Innovation
Management, July 2011.

231 But | doubt it.
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borrowing from others, speaking with others, partnering with others, selling to
others, buying from others, collaborating with others.

Suppliers bring ideas to manufacturers. Consumers write letters with ideas
or complaints. Consultants are brought in to help with technical or business
issues. Patents are mined and intellectual property is licensed. Joint
partnerships are established. All of that can be part of open innovation, and
it 6s b eenmsincg genias gere being put in oil lamps at Arabian bazaars

That ds why innovations have hi &arger i
groups of people packed together in a confined space are naturally going to
interact with one another more. The opportunities to bump into someone,
learn from them, connect with them, and partner with them is just going to
happen more often in Tokyo than in Greenland.232

The difference now is that the ability to connect with others ha s exploded
in recent years. With the ever-increasing opportunity to interact with people
not just in your neighborhood, but practically anywhere on the planet, you are
no longer limited to talking with your neighbors. Communi ti es ar
to geographic locations, but now exist for all sorts of common interests and
activities. | mean, if there can be aBrussels Sprout Appreciation Society there

can be avirtual community for anything.

Perhaps even more important than the exponential increase in
serendipitous encounters is the ability to seek out expertise through social
media and open innovation websites. | t s easi er than ev
needs of your consumers, to generate ideas to solve their problems, and to
find people with the expertise to bring those solutions to life.

ltds beyond the scope of this book
of open innovation program out there. But reading this, you may be thinking,

232 To find out more about where you should go to stimulate more

innovation, check out David B. Audretsch and Maryann P. Feldman
Knowledge Spillovers and the Geography of Innovation, Eandbook of Urban
and Regional Economics, Volume 42003.
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off this open innovation thing is so
innovation processes up to the max?¢6

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
exception. And the costs can be complex, given the variety of forms that open
innovation can take.

First, there is culture.23® Yes, | am a broken record on culture, culture,
culture. Remember the competing values framework? The horizontal axis
represented internal focus and integration versus external focus and
differentiation. Guess which side is more likely to embrace an open innovation
model? Clan and hierarchycultures with a strong internal focus will face a good
deal of resistance trying to collaborate with the outside world. Understand the
impact your culture will have before embarking on an open innovation
program (or any program for that matter ).

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 they
can effectively handle Ol efforts. Fill the Ol part of your organization with
people who are entrepreneurial and collaborative. Diplomats with good
communication skills. Networkers who can see possibilities. Simply telling the
existing organization to go forth and openly innovate will generally lead
nowhere.

Then there is the challenge of customer ideas. Customers have limited
ability to truly innovate.2¢Si mply offering customer
getyoufar. Youd | | get uncountable numbers
like making your blue widget green, adding chicken to th e Caesar salad on

233 For more on culture and the Competing Values Framework, go to the
Culture6 chapter.

24For more on how to get at theVouomice
chapter.
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your restaurantds menu, or adding gu
The equivalentso f  He nr yfastErdorseé. && o

The problem-solvers have their own interests, too. Who owns what, and
who owes whom what, are negotiation and legal challenges that must be
worked out. In the US, recent changes to patent laws(and further proposed
changes) add another layer of complexity, as inventors and organizations
adjust to the new approach.23 And more change is likely on the horizon, with
high-pr of il e challenges #0o an ooutdated

Opening up your innovation efforts can pay big dividends, but as with all
reward opportunities, there are associated risks. Proceed with cautious
optimism.

What to Do with Your Strategy

Okay, so youdve created a strategic

Now what?

Now, communicate it. Then execute it.

That s when gisedfthé reerssiresoismcces dondt al
the real values, capabilities, culture, systems, and/or mission of the
organization, the internal conflict will make achieving 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 system. While demanding that business units be more
cooperative and customer-focused, the compensation system encouraged

2For more on Henry For ddaappliesaomealys qu o
understanding Vyour Voicesftthe Gustomer SoMhatit o t |
| shhdsecti on.

261 i sa S h uPateniridtigation Will Never Be the Same Agaid
Corporate Counsel, October 26, 2015.

®’St eve Jaonhsruungods Patent Loss to Appl ¢
Court, Mew York Times December 14, 2015.
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internal competition and operating within silos. Until that conflict was
identified and resolved, the stated objectives remained unachievable.

Similarly, if you are in a Hierarchical culture with a Defender strategy type,
but you decide to measure how radical your innovations are, you are likely to
be severely disappinted. Similarly, 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 wtken a competitor, industry rival, or well-
known organization has some success publicized, leading other organization
leadersto t hi nk, 0 We mu s Somelvberef doraebne releases .am
i nnovati on, and a hierarchy s haeuadisal t
breakthroughs, 6 enshrining the c¢commal
motivational posters in the hallways.

But the hierarchy also commands that the breakthrough must meet all the
same requirements of a short-term 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 floggings and rolling of heads.

Sign me up for that!

Look, if your organization wants to retain its hierarchical culture, and
pursue a defender Juatstatdegyt thpte&d fi
innovations to come outofit. They dondét happen by fi

For now, the focus is on aligning your expectations with your strategy. A
Defender strategy is going to produ ce high efficiency, with slow, incremental
change at a deliberate pace.Pr esumably i f thatds whe
fits your mission, iif thatds what fi-

Just dond6ét measure your success ba

The worst thing you can do is choose that strategic course and then
express frustration that youbre not
deliver That 6s | i ke embarking on a cheesy
frustrated that andfealingaealkhhm 6t | ooki ng

How do you choose the strategy type to follow?
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Rather than worry about categorizing yourself into one of Miles and
S n o wadlirscategories, make the conscious choice of whether to be a leader
or a follower. Clearly define the target market you are after, and whether you
are going to try to dominate it or accept a smaller share of it. Then define your
strategy in terms of what types of innovation will deliver against the objectives
o0 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 for Execution

Disseminating a strategic plan throughout the organization is both critical
and daunting. It is critical, because the strategy cannot be executed effectively
without the alignment , coordination, and collaboration of all parts of the
organization.2®2 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
communication and 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 past, resource availability and capability, and differences in managerial

28Al though this seems to be a stateme
verification: Donal d Sul |l , WhebhStategyn H
Execution Unravels,d and What to Do About It , arvard Business Review

March 2015.
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involvement.222 A host of cognitive biases?®® will also interfere with clear
interpretations of even the most eloquently stated 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 opportunity to
empower execution teams #&thetabthodtybt@maked e
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 not through p
playgrounds, or inside shopping malls (bounded). Bounded autonomy can be
a powerful lever for driving well -targeted strategic innovation. 24

A tightly defined and well -communicated simple strategic plan will define
the boundaries for innovation, which minimizes the need for managerially-
imposed ad-hoc decisions. That, in turn, means that teams can make their own

decisions, freeing management to more strategic tasks. Not a bad deal for
anyone.

One trick for good strategic execution is to use multiple metrics.242 These
metrics must be captured in the simple strategic planning document 242 As

239 Serdar S. Durminoglu, Regina C. McNally, Roger J. Calantone and Nukhet
Harmancioglu, tHow Elephants Learn the New Dance When Headquartes
Changes the Music: Three Case Studies on Innovation Strategy Changé,
Journal of Product Innovation Management July 2008.

0For more on cogni t CogmtivebBiasede sigm.cgo t o

Davi d S. MBnagkfemtrcantrol systems across different modes of
innovation: Implications for firm performance , Klanagement Accounting
Research September 2015.

2For more on innovation mennovationdor Fug o
and Profit6 a mmbvation for Fun and Not -for-Profit. 6

23 Gerdar S. Durmuoglu,et . al . O0El ephantsé artic
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John E. Jones, the |l eadership guMWhat -
gets measured and fed back gets done well. What gets rewarded gets
repeaed. 6

Metrics to which the organization pays attention and for which people feel
consequences are the ultimate determinant of what your strategy really is. Your
strategy is not really what you put
actions through decisions, measurement of performance, and consequences
for actions. Saying you want to do one thing, while rewarding people for doing
another, meansthatdt he ot her 6 is your real st
your facade strategy.

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, never saitl h i s . Al so, dobnndt
E. Jones with US District Court Judge John E. Jones, who ruled that teaching
intelligent design in public schools is unconstitutional. That 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 blsue @ceand?

What is the Five Forces Plus analysis?

What is the innovation radar?

What are the ten types of innovation?

How does a strategic roadmap work?

How do you go about communicating a strategic plan?

What is the most important outcome from creatin g a strategic

plan?
What is bounded autonomy?
What does oopen innovationd me
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Cat Juggling ( Portfolio Management )
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of
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Simple Self -Assessment - Portfolio

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

1 How well balanced is your innovation portfolio?
Like a dizzy toddler Like a Wallenda on a tightrope.
(1 l2 [3 Ja |5 Je |7 [8 Jo Jio |

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 no-Kkill
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 calcul ating Weeyduateall scenarios.
[1 2 3 J4 [5 [e [7 [8 Jo Jiwo |

1 Do you have strategic buckets defined for your organization?

Ités on my Yes, and not all of our
bucket list to do eggs are in just one
(1 [2 [3 Ja4a [s5 Je [z 8 Jo [0 |

1 Do you use fo rmal evaluation tools to analyze your portfolio?

We just use You should see the
a hammer. tool box.
(1 J2 [3 Ja [5 Je [7 [8 [o Jio |

1 How flexible and adap table is your portfolio process?

As rigid as We can adjust like an elastic
concrete waistband on Thanksgiving.
[1 J2 [3 J4a [5 Je [7 [s8 [o Jio |
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Simple Summary & Portfolio Mgmt.

Key take -aways you should get out of this section:

Balance is the key to good portfolio management. Balance needs to be
sought over degree of innovation, time horizon, business unit,
customer base, etc. Take multiple perspectives of your portfolio to
determine the right balance for your organization, and your objectives.
Live within your means. Resource constraints must always be
considered. Focus on the important few rather than the trivial many.

However, dondt use resource cons
Sometimes, resource constraints can actually encourage innovative
thinking.

The toughest choices are never between good and bad. Those are easy
choices. The toughonesareb et ween good and god
one is betterdé and ono, this one
characteristic for effective portfolio management is courage 0 having
the guts to make a tough decision.

Risk on a roulette wheel is easy to calcuate. Risk for an innovation
project is not. You need to evaluate multiple scenarios, estimate odds
under conditions of uncertainty, and consider a variety of scenarios.
And the element of risk that is most often forgotten is the risk from
inaction. The status quo is not risk-free.

Diversification of an innovation portfolio is as important as
diversification of a financial portfolio. It is a way to mitigate risk, and all
innovation efforts involve risk. Diversification should be considered
along the dimensions of risk/reward, time horizon, and business area.
Strategic Obucketsod can be a hel
buckets are areas of investment, with resources assigned to each.
Three possible buckets are for incremental, evolutionary, and adical
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 critical dimensions for your organization.

Four-quadrant portfolio evaluation tools are simple ways to gain
insights on the balance and strategic impact of your portfolio. These
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tools deliver powerful information visually. Make sure that you use
multiple approaches, though, as no individual four -quadrant chart
provides the one right point of view on the portfolio.

1 Project scorecards are effective tools for evaluating projects against

each 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 help weed out bad
projects, and provide an objective means of comparing good projects
against each other.

Portfolio management is not a one-time event, but an ongoing
process. Individual project decisions should be made in the context of
the overall portfolio. And portfolio decisions should be re -evaluated as
new information comes to light. The process needs 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 time, they often
compare it to juggling.

OHey, Pat, can we meet at 4:00°7?6
ONo, |1 dve got too mangowadls in the
OHow about tomorrow?9d

ol 8l'l see if 1 can juggle my schedl
0Thankséand can | Dborrow your red

Portfolio management is another case of professional juggling. But instead
of juggling b adrdlike juggling cats.&%bLets of screehing and
hissing, hair flying all over the place, and blood almost certainly being drawn.

Okay, maybe itds not quite that bact
fight each other and you, the portfolio decision -maker, for the chance to
survive. I't wonodét always be pleasant

Pleasant, no, but vitally important, yes. Good innovation portfolio
management can make or break an orgal
possible that Texas Instruments is alive as an organization due to strong
portfolio management.2#¢ Tl was a successful highvolume/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, as well as their manufacturing capabilities, just to survive.

245 No animals were harmed in the making of this book. Unlike making a
Disney movie.
26 |indaKest er, Eri k Jan Hul AniEmgirical and Abb

Investigation of the Antecedents and Outcomes of NPD Portfolio Success 6
Journal of Product Innovation Management November 2014.
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It was not easy, but Texas Instruments now has a brod 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 hat organizations looking to improve their
innovation performance in the marketplace actually need to improve their
innovation portfolio balance before they may be able to improve their market
performance.?’ Yep. You may ke doing a bunch of other stuff right, but if you
get this wrong, it could all be for naught.

Portfolio management is where organizations get to strategically walk
their strategic talk. Strategy is nothing & maybe less than nothing 9 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 strategic plan that
says youdll do one thing, while the
else, is a waste of time andenergy at best, and likely discredits the organization
to employees and other stakeholders.

Portfolio management is also important, because innovation is a form of
investment. Just like money managers investing in financial markets,
innovation leaders need to manage their portfolio of investments in innovation
projects. And just like financial investment management has some long-
established guidelines for success there are some wellestablished guidelines
to help innovation leaders manage their innovation investment portfolio s.

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 over-eating and unhealthy weight gain.

A good innovati on portfolio is a balanced innovation portfolio. What does
that mean? It means you do enough diverse projects to ensure the returns your
organization needs to remain healthy, while avoiding committing to so many

247 bid.
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projects that your resources get strained beyond their ability to perform
effectively.248

In practice, a balanced portfolio is one that finds the happy medium
between focus and diversification.

Focus requires a narrow view, with resources concentrated on a few critial
points. Diversification requires a broad view, with resources spread across a
number of investments to mitigate the overall risk.

Letds take a |l ook at both of these
bring them together again.

Green Eggs and Ham

Theodor Geiselwas challenged by his editor, Bennett Cerf,to write a book
using no more than fifty unique words. The author, better known to a
generation of US young readersastDr.Seuss 6 t ook him up®on
The result wasGreen EggsandHam such a popul ar and
that Jesse Jackson performeda reading from The Book of Seusson Saturday
Night Live.

Essentially, what Cerf did was to set a budjet 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 matter how successful, has an unlimited budget.

Resources will always be constrained. Budgeting limited resources agaist all
the initiatives that an organization has is where strategy becomes reality.

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 actuallylead you to worse performance than, say 95%
capacity. If you want to be truly effective, build some slack into your

pl anning. Anders Richtn®r *§SdcPiraezihdg
A Study of Organizational Slack and Knowledge Creation in NPD, Using the
SECI Mode] #ournal of Product Innovation Management November 2014.

249 Snopes verified.
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Different organizations have different ways of creating budgets, from top -
down approaches to bottom -up approaches to middle-out approaches to
complicated iterative combinati ons of all of these. Inevitably, things become
politicized, with all sorts of fun games to be played.

| 8dm al ways disappointed when | tell
At that time, | was sent on multiple unnecessary trips one December, because
if my department didndt wuse our whol
the travel budget cut for the following year. Why am | disappointed when | tell
t hat story? | &dm disappointed, becaus
incredible stupidity ofthat ki nd of thinking. | ex
drop and eyes to pop out of their heads, thinking that | must be making that
up . Il nstead, itds generally recei ve
everyone does that. 6 képoidtmndt get to

Later in my career, | saw why this happens in so many places. While
reviewing a multi-million -dollar budget proposal, which was put together with
hundreds of person-hours of time to get justification down to the minutest
detail (or so | thought), I was <challenged by the
Suppliesdé line item. O0You are only p
supplies, how do you justify $500 ne;

In my mind, the $387 could be rounded to the nearest $500, and for
something like office supplies, what we did this year seemed like a decent
esti mate of what we6d do next vy ethan-
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.

Admittedly, not every CFO is going to grill people over $113. But it helped
me understand why people would game the system, spending money
unnecessarilyoney ear so as not to |l ose it th
was right for the organization; it was about avoiding personal pain.

People make 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
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them to do so. Robbing them of this
budget, or whatever budget, because
it painful to do what is right. If they accomplished their objectives for less than
what they originally thought theydd |
| 8dm sure | d8m preaching to the choi
do it.
Whi | e i t & sscopeoftiuisrbdok to &ttempt to direct organizations
in how to set their budgets, | will throw this recommendation out: use zero-
based budgeting . Avoid the silly games described above. Not that it eliminates

all the silly games, -bhsei-onildstéysar methodt e r

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 know (but
I 8l say it anyway) is that you wonot
do. The good news is that, just as Dr. Seuss demonstrated, resource constraints
can actually drive innovation.29

In the business world, financial constraints have been found to lead to
products that are more creative, generated using fewer inputs, and developed
with less costly resources. And the more creative the people on the team, the
greater the increase in novelty from resource constraints25!

Justin case you are a hyperaggressivecostc ut t er , dondt t
paragraph as incentive to reduce innovation investment to zero in order to
maxi mi ze cpreeoaptlievdist y. You can6t make s
MacGyverneeded candlesticks, a microphone cord, and a rubber matto make
a defibrillator .

XA nd do n &the inhavative @roblem -solving of the engineers in
Apollo 13 when their resources were absolutely constrained. | love a movie in
which the engineers are the heroes!

Xl rene Scopelliti, Paola Cill oHowBa un
Financial Constraints Affect Creativity? dournal of Product Innovation
Management, September 2014.
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The real point her e ddessotrtesas anercuse fora r
failing to innovate. Allocate resources to investing in innovation, limit your
portfolio of efforts to fit within the constraints, and then innovate like crazy to
maximize the return on the resources invested.

Tough Choices
If there is just one thing that | can recommend to you for strategically
managing your i nnov apractoafocysedddcisiamndmakng i

discipline.

The single biggest problem for organizations trying to manage their
portfolio of projects is that they want to do everything. They dondt
difficult decisions to focus on doing activities they can actually get done well,
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 ou candtl
know you know that already. So stop
trying.

I t 8 s n ¥au maesansale. difficult
decisions. And the most difficult decisions
arendt going t o rbgeodc
and bad projects. That 6 sdoady
the bad ones. Duh.

The difficult decisions come when you A
have to choose between multiple good g

i

projects. These choices can be so hard that Figure 34: Effective portfolio
some have compared it to & and this is not Managementis notfor the

. ) . squeamish.
for the squeamish & shooting puppies.232 E
%21 candt take credit for this powerf
presentation by Bob Cooper of Stage-Gate International. If you have a
chance to see him speak, I recommend
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Before you call PETA on me for such a statement, understand what that
means 0 all puppies are cute and adorable. But there is a limit to how many
puppies you can take care of. Your choice is to either pick the few that you can
properly care for, or try and fail to take care of them all. The former allows the
few to grow into healthy, happy adults. The latter results in misery and slow
starvation. Choosi ng Yowrhaw ® ehoosatwhiehranes s |
you wi | | amdahateneahsoals@choosing the ones you will not care for.

Please note that no puppies were harmed in the writing of this book.

Hereds the problem: just as peopl
projects. There is a reason thatt hey are called opeté
emotional attachment is the same.

I will actually argue that in many cases, the decisionmaking is harder than
choosing between puppies. When the idea is yourown,itd s no | ong
puppy. It becomes your baby. Your creation. And no one wants to hear that
their baby is ugly. No one wants to see their child cut from the team tryouts.
Itds personal

So again, I dll tell you that the s
effectively manage a bunch of projects is to have the focused discipline to
choose those you will do, and those you will not do. Better to do a few projects
with excellence than too many projects with mediocrity (or worse).

Calculating Risk
One more point to make before moving on to portfoli o decision-making.
Warningéthere i s math ahead.

Dondét worry, not much. And it #%5, ¢
Letds start wit h an e Bkiguse 35 Yoa nepd te |,
deci de whether to make a $10, 000 inv:e
determined that there is a 60% chance of the innovation being a success in the

To keep it simple, 16ve made probab
Reality is never so neat, but this is a simpification to illustrate a point, so just
go with it.
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market, earning you $15,000. That means there is a 40% chance of failure,

earning you $0.

Risk Calculation 101

Success

+$15,000

Probable Return

$'1"a-';5;0 -$10,000 + (60% x $15,000) + (40% x $0) = -$1000

Failure

+/- %0

Figure 35: A simple example of using probabilities to determine the value of an
investment.

Calculating the probable return on the investment is a matter of
multiplying the probabilities of each outcome by their respective values,
subtracting the cost of investment, and seeing where things total out. In this
case, the probable value of this investment is a net loss of $1000.

So the right decision on this inves:c

Right?

Not so fast.

Such an assessment makes an unstated assumption. That assumption is

this: that choosing not to invest has no adverse repercussions.
Is that assumption true for an innovation decision? Not necessarily.
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If you choose not to innovate, you are taking the chance that no one else
will, either. You 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 exaFigpré36. alLeétids ddr
mi ght happen if you dondt invest. Le
status quo will continue, not gaining you anything, but not costing you
anything, either. There is a 40% chance that your competitors will take away
$10,000 worth of your business with their own innovation. In that case, the
probable outcome for doing nothing is a net loss of $4000.

Risk Calculation 102

DECISION e ta
+/- $0 +$15,000

“Success”

Probable Return Don’t W Probable Return

Invest
-$4,000 $0 $10.008 -$1,000

“Failure” Failure
- $10,000 +/- $0

Figure 36: Expanding the risk reward calculation a bit.

In this scenario, if the world is moving forward, then trying to stand your
ground gets you further behind than making at least a little effort to keep up.

Again, this is just a simplification to illustrate a point. The reality is much
more complicated. Yourdecis ons are nevgesj o0st noiR? v
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have clearcut probabilities and reliably accurate forecasts to do such clean
calculations. Instead, you must use estimates based on assumptions,
experience, historical data, and intuition. You must alsochoose among a wide
array of uncertain possibilities.

The purpose here is to remind you that choosing to do nothing is still a
choice. Choosing not 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 on 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 more to firm performance than
considerations of either value maximization or strategic fit.2 Diversification
also helps organizations to cope with change .22

So diversification is a good thing. But how do you do it, while maintaining
focus?

Bob Cooper, Scott Edgett, and Elko Kleinschmidt advocate the use of
0str at e g it Simce diversiftcation is all about placing your eggs in
multiple baskets, how about we call them strategic egg baskets instead? What?
No? Too goofy even for this book? Ok

254 Regina C. McNally, Serdar SDur mu Lo Kalnul Roger New Ca
Product Portfolio Management Decisions: Antecedents and Consequences 6
Journal of Product Innovation Management March 2013.

%51 t hai Stern and A d\ithinebwusinBss dividreifitatieniins o n
technology-intensive industries, $trategic Management Journal May 2004.

256 Robert C.Cooper, ScottJ.Edgett, and Elko J.Kleinschmidt, Portfolio
Management for New Products Second Edition,Basic Books, 2001.
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They compared the portfolio decision processes of strong innovation
performers against those of poor innovation performers. 2 Their 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 over-rely on financial measures to make
portfolio selections. How <coul d t hi
lifeblood of any orga nization, even if a nonprofit?

The problem lies in the difficulty of forecasting. Forecasts are always
wrong. Some are closer than others, sure, but if you rely too heavily on making
decisions based on financial forecasts, which are in turn based on a heajng
helping of assumptions with a large side of future uncertainty, you are bound
to make some poor decisions.

So how do strategic buckets work?28

Based on your innovation strategy, you should be able to tell what areas
youwant to invest in. You should know
the future, priorities for customer segments, etc. From this information, you
can define a handful of strategic buckets. Keeping it to a handful, say 3-6,25°
keeps it simple.

257 Which is the right way to conduct research that avoids the Winners-Wear-
Shoes fallacy m8rtsitoPacdditdiceBdsatci oo

8Real |l y? Not Oegg 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 work's for your
organization, but remember, the more buckets you have, the more
complexity to manage them. The more buckets you have to manage, the
more directions you get pulled. The more directions you get pulled, the

more multitasking you must do. And multitasking erodes performance. If
you are in a large, complex organization, and you really need a dozen or
more buckets, | recommend breaking them up into groups of 2 -4. Rather
than trying to manage a dozen strategic buckets at once, break it down into
four groups of three buckets, or three groups of four buckets, or some other
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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 gher rate
of return, on average, than those that offer consistent returns, in order to entice
investors to drop a dollar or two into them. After all, if the rate of return on the
risky one were just the same as for an investment that was practically
guaranteed, then no one2® would ever put a nickel into the higher risk
oopportunity. o

So, in general, low risk investments offer low returns, and highrisk
investments offer high returns. The same should hold for innovation
invest ment s . Youdl | need to do your re
investments. Just remember to keep your forecasting simple252

One simple way to define strategic buckets on a risk/reward basis is to use
the classfications of incremental, evolutionary, and radical. Decide how much
you want to invest in each type of innovation, and then support projects, up to
the point your resources can support, that fit within those buckets.

Figure 37 shows a tool for defining strategic buckets with a risk/reward
component. It shows five strategic buckets, with percentages representing the

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 rationally. We d o Atdeast
not always. But for the sake of this discussion, we can continue topretend
that investors are rational, except when exuberant.

%lFor a simple and effect i vDelphf Methedda s t
section.
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amount of the total innovation invest
to make sure the percentages add to 100%.

Strategic Bucket Project Map

Market
Newness
A

Unfamiliar R.diul

Markets

Adjacent
Markets

Current
Markets

Size of circle indicates
level of investment

o Product

o . " P 'y -
Color of cirdles indicate Existing Familiar New Newness
product line or division Products/Technologies Technologies Technologies

Figure 37: A risk/reward map for project types.

In such a chart, there is an amazing amount of information that can be
captured in a simple visual. The colors of the circles could represent different
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 technology and marketing newness that define the type of
innovation being pursued.

This simple visual helps you immedately grasp how diversified and
balanced your strategic buckets are. If things look out-of-b al anc e, it
see the directions to consider in getting things re -balanced.

See? Not all of my tool recommendations involve four -quadrant charts.
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Diversify b y Time Horizon

Of course, risk/reward isndt the ol
to diversify your focused 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 bonds 262
the matter is pretty much settled for product development portfolios.

You must make sure your business is successful bdt today and tomorrow.

Unless your organization is in an existential crisis?® you have to invest not
only in what will bring 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
some innovation roadmaps, then you already have a good view of your path
to the future. Capture that in the b uckets that you define.

Diversify by Business Area

What are Obusiness areas?d6 | intent
your organization. For 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 responsible for

262 7vi Bodie, Alex Kane, and Alan J. Marcudnvestments 10th Edition,
McGraw-Hill Education, 2013.

2%Not an existential crisis |ike some
beinginasi t uati on where there is doubt &
as an ongoing concern. Then, understandably, you need to focus greater

attention on the present. After all

survive today. However, even then, reseve a bit of your mind space for the
future. Herculean efforts to survive the day are all for naught if you get hit by

a bus tomorrow. ltds a bit I|Iike hav
Room. You must get the patient stabilized, but do so in a way that they will
eventually be able to go home and live a long life.
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di fferent things. You define your 0bt
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 mix based
on your strategic type. Remember the prospectors, analyzers, defenders, and
reactors?8 There is a good reason for understanding which one fits your
organization. Your portfolio of projects should reflect your strategic type.

Prospectors should invest in a higher proportion of radical and
evolutionary projects. Analyzers shouldhave mostly evolutionary projects, with
some radical and some incremental mixed in. Defenders should emphasize the
incremental, stretching into evolutionary for some projects. Reactors? They
need toéget a new strategy.

Portfolio Insight Tools

We | | neopveacheld about the importance of balance, both from the
focus side and from the diversificati
and unpack the simple portfolio tools.

Four-Quadrant Charts

| 6ve Iwefare,d antd | 61 | say-gquadagatnchhr
not ashamed to admit it.

While you do have to be careful not to let these charts sink from simple to
simplistic, running your portfolio through a few of these can provide some
good insights that will help to keep it balanced, and provide some direction

%For more on these st Mypdsefdgnhovatiany pe s,
Strateqyd0 secti on.
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on what to do with what youdve got.
it.265

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 get

Risk/Reward Portfolio Map

RISK

Wh ite , Oysters
Elephants

< > REWARD
Bread and I
o Butter | Pearls

- Color nf‘(‘r(im indicate
Figure 38: A RiskReward portfolio map, with better animals than the BCG
matrix.

265 For more information aboutgoing out and getting wh:
t h & Word (or a Thousand of Them) on Open Innovation6 secti on.
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el ephants and oysters. Yes, thatds st
of size and species!

Perhaps the even morecritical difference is that the BCG matrix provides
strategic guidance on what to do with existing products, programs, and
businesses, while this map guides what to do with things aimed at the future.

Why is that such a critical difference? Because of unertainty. Remember,
forecasting is hard.2¢ Forecasting is imprecise. With the BCG matrix, you can
precisely know your market share. You can precisely know the current growth
rate of the market (although that does not neces sarily mean it will continue at
that rate, but wedl |l Il et that slide
making your best SWAG¥? as 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 Incremental-Evolutionary-Revolutionary 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
against technology newness, as inFigure 39.

Maintenance projects have neither 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 Dakota to
the warmer climes of Antarctica, or expanding your ping pong ball business

from sporting goods retailers to liquor stores . Taking new technologies to an

266 For more on simple approaches to the challenge of forecasting, go to the
Cloudy CrystalBaldb secti on.

267 SWAG=Scientific WildA* * Guess. More fun to s
or Obest esti mate. o For more on for
oCloudy Crystal Balb section.
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Market/Technology Portfolio Map

TECHNOLOGY
NEWNESS

Upgrade | Revolution
o O

. MARKET

" ~ NEWNESS

Maintenance| Expansion

Figure 39: Another way to look at project types.

existing market would be an upgrade, like moving from the iPhone 17 to the

iPhone 19cx gold 28 And takingnewt echnol ogi es i nto ne\

as revolutionary as Elon Musk moving from electric cars to orbiting rocketry.
Place each project into the quadrant where you think it belongs, and look

to see if you have a diverse range of projects in the pipeline. If you are up for

it, show each project with size and color coding to capture that information

visually.

Time Horizon
Money in your pocket now is worth more than the same money put in your
pocket | ater. That s why bank#fomadhemr g
and why they have to offer interest to get you to deposit with them. Otherwise,
youdd just stuff your mattress with
Projects that pay off today are more valuable than projects that pay off
five years from now. Tonsaemars quartesly redens |

268 But definitely not like moving from Windows 7 to Windows 8 was. Ugh.
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(and unfortunately why
those ~ Wall  Street Diversification by Time
demands trickle down Htg:?mkef

through the organization 1
to prioritize delivering

Execute Develop
short-term projects by
arbitrary quarterly end Short Time Long Time
dates) . To Commercialize To Commercialize
So when you are Evaluate Avoid

looking at diversifying

over time, you want e
those long term projects oot

to have high potential Figure 40: Ways to look at diversifying in time.

for delivering a big

impact on your mission. Avoid projects that have long horizons but minimal
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 maintain a balanced portfolio.

Balancing Urgency

Choosing between projects is difficult.22 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 waits its tu
to help you decide which is which.

The Urgency Assessment map pbts the level of uncertainty for a project
against the opportunity <cost of del
uncertainty is an inherent part of innovation. Uncertainty can be reduced in a
variety of ways, through concept reviews, prototyping, technology
experiments, customer testing, test marketing, etc. Some of those methods are

%Dond6t make thesgpuppyahalogy@gain.

Go to Table

of Contents




190 CONTROL SYSTEM: PORTFOLIO MANAGEMENT

very costly. Others are cheap. So Urgency Assessment
the horizontal line plots a High Opportunity

. . Cost of Delay
continuum  of  uncertainty,
ranging from low (or a low cost

of reducing uncertainty) to high

Execute Decide

Low Uncertainty High Uncertainty

(with a high cost of reducing |wowcostoreduce (High Cost to Rediuce)
uncertainty). Deliberate Hold

That is plotted against the
opportunity cost of delaying a Low Opportunity

Cost of Delay
project. That cost might be in _
Figure 41: Assesing urgency based on

the form of lost revenues from a uncertainty and opportunity cost.

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 around the project
is high, go ahead and put it on hold if you need to (with the ability to fast -
follow if necessary). f both uncertainty is low and the cost of delay is low, make
slow, deliberate decisions, holding if necessary, or proceeding if possible. If the
cost of delay is high, but uncertainty is low (or can be reduced inexpensively),
move the project forward immed iately. If both uncertainty and cost of delay
are high, then just make the best go/no go decision you can with the
information available & but make a decision immediatley.

Scorecards

Now, |l et s move -auadrant charto GooperhEdgeft and r
Kleinschmidt demonstrate the value of strategic scorecards in their portfolio
management research. These scorecards can and should be tailored to the
needs of a particular organization, but in general, they will contain evaluations
of Strategic Alignment, Competitive Advantage, Market Attractiveness (or what
I call o0Community Potentialdé for non
Financial Investment.
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Before getting into the mechanics
categories a bit.

Simple Innovation Scorecard

Project 1 | Project 2 | Project 3 | Project 4 | Project 5

Resource Requirements

Totals

Figure 42: The super simple version of an innovation scorecard.

Strategic alignm ent is what it sounds like. Does the project fit with overall
mission of the organization and its innovation strategy? How important is the
project as a component of the innovation strategy?

Competitive Advantage is 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 the end user? Does the
product meet primary customer needs better than other products? Is the
product performance/benefit "ownable" (patent, trademark, trade secret,
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brand equity, etc.)? Will the Funder(s) of this product perceive it to be a good
value?

That last question might have you scratching your head?? and saying
Ohuh?6 Readers that are more articul
by 6funders?866

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 homeless & the homeless do not pay for the services they use. Retailers
give money to consumer goods manufacturers to produce products that their
customers will wantto buy 6t he customers dondt gi v
manufacturer. Healthcare providers receive payment from individuals,
insurance companies, and government agencies to provide care to patients in
a very complicated system of transactions i t 6 s not typica
payment from user to provider. The IT department does not have their
paychecks signed by the employees whose computers they fix, but by the
organizational leadership.

You candt | ust tatyiofnyaur gndds and servideswhigef i
innovating. Even if they are your primary concern, you must also think about
who is paying for what you are doing, and make sure that they are satisfied
with your work as well.

Market Attractiveness/Community Potential is 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 profit potential 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 yourself in this category include: How many primary
customers will you be able to reach and help with this product? What are the

270 Or whatever else you like to scratch to express confusion.
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production costs and financial potential? Is the need for your product growing,
persistent, or declining?

Core Competency Leverage pertains to what you know how to do well.
Can the product be efficiently distributed? Does the product lend itself to th e
skills and capabilities of the organization? Can the product be
sourced/manufactured efficiently?

Investment Analysis pertains to the financial 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 you have
a reality)? What is the probability of marketplace success after launch (i.e., how
likely is the market to embrace your product and pay for it)? What is the
investment required for product development and launch? Does the expected
return justify the required investment?

So, definitions now compl et e, itods

First, the simple version. Seerigure 42 for the colorful visual.

In this version, you and your portfolio evaluation team just rate each
project being considered for development along the broad categories listed
above. Rate them on whatever scalethe team agrees on: 0-10, 0-100, 1-5,
whatever. I dondot r ec etmayboweverrualdssyaugret |
in the mathematics department of some school or another, and you think that
would be fun.

Each person on the portfolio review team should do these ratings
individually, just like you would do in the Delphi Method of forecasting.22 Then
bring your scorecards to a team discussion. ldentify points of general
agreement and disagreement. Where you agree, ask yourselves to confirm that
youbve thought of the situati onarefnotorn

For more on how the Del pDephimethdié d w
section.

Go to Table

of Contents




194 CONTROL SYSTEM: PORTFOLIO MANAGEMENT

getting caught in a case of groupthink .22 Where you disagree, discuss the
opposing points of view candidly, but respectfully (unless you are like me and
my buddies, who use vulgar disrespect as an expression of aféction).22

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 responsible2 if
consensus cannot be reached). The scorecard numbers are there to guide the
discussion and identify worthy issues of debate. They are not to be wielded like
puppy-shooting handguns 2%

The still-simple-but-less-so versions of the scorecard can be found in
Figure 43.

Commercial Project Scorecard

/sriance of Ratings

[average Team Rating

e
Berber 4
smber &
Meraber 7
iteraber 8

Total
weight | Points

ormber 1
ormber 2
fsombar

Berber §

Strategic Alignment

D08 the project fit wilh aweral Mission BNd NNCYSLGN SUralegy?

Is the project an ienportant eompanent of the innovation stralegy?

(Competitive Advantage

Doss the product offer unique and perceivable bensfls 1o the end ussc?

Does the produc

&1 primary end secondary customer nees better than oiher products?

Dot e 10 BB parce v Uil proguct 10 be & good vahue for U prios g7

12 the product perfommancebneit “ownabie® (zater, trademark, trads secre, e |7

[Market Attractiveness
What are the volums projections?

What 219 fho produchan costs and profit margins 7

15 the masket far this procuct growing 2

[Care Competency Lovorage
Can the product ba effiiently distributed?

Doss the procuc lerd esel 1 he shilfs 800 capabilities of e oIganEz3Lon?

Can the product be soorcedimanufsetured efficienty?

Analysis
What Is ihe probabilly of fechmical

272 For more about the Bandwagon Effect that leads to groupthink and other
cognitive bi &egaitve Biagex tsoe ctthi eo no

2831 8d tell you some of t he Ilabeledkbatéheye s
are definitely NSFW.

274 For more about effective decision-making and responsibilities, go to the
ONegotiating the RAPIDsG s ect i on.

275 Yeah, | went there.
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Nonprofit Innovation
Project Scorecard

|average Tean Roting
Varince of fatngs

[—
ot 2
-
—
—
amber &
—
T
—

Siraregic Alignment |
Do e eaiecl AR

Figure 43: The stillsimple-but-less-so versions of scorecards, for both
nonprofit and commercial businesses.

In these versions, the opportunity for capturing data in ways particular to
your organization is much greater than in the super-simple version. That
benefit comes at the cost of more detailed work to both complete the
scorecard, and to design the scoreca
the cost-benefit analysis of the level of detail appropriate for organization.

These scorecards include allof the questions previously listed for each of
the different sections. You could add or subtract questions to tailor for your
needs.

Each question is weighted as a percentage of importance within a section.

If you think one question is more important tha n another, you could weight
them 90:10, 80:20, 75:25,66 :33 éyou get the idea.

Each section can be weighted as a percentage of importance to the overall
evaluation. If you keep all five sections, they could be 20:20:20:20:20 as shown
above, or 30:10:35:15:10, oréno, | dm
idea.
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Once everyone has completed their individual ratings, then each project
can be rolled up with average ratings and variability calculations, to identify
the areas of agreement and disagreement, as well as how the ratings of each
project compare to one another.

Yes, less easy. But with the spreadsheet software doing the heavy lifting,
itds still simpl e.

How you doitis up to you and the needs of your organization & particularly
with regards to the demands of t hthatc u
had complicated product lines and business considerations, but who
successfully use the super simple scorecard. They were comfortable with
ambiguity and discussing projects in broad terms, with no problem handling
healthy conflict when disagreements arose.

| 8ve worked with smal/l organi zatio
preferred doing the still -simple-but-lessso ratings because they were very
numbers and data oriented people, comfortable with completing longer
surveys, but less comfortable with bringing up disagreement in a group
setting. The spreadsheet forced the identification and discussion of points of
disagreement in a healthy way that helped them move past long-standing
issues of prioritization.

And yes, |l 6ve wo-bdtweeh. wi t h groups ir
The scorecard is a great tool. Customize it for your situation, and it will
work wonders for you. The decisions

making them will be less painful. Just as importantly, the decision clarity will
help soothe any discontent for team members who see their preferred projects
get weeded out.2%®

Portfolio Decision -Making
So what drives the ultimate decision on what stays and what goes?
Balance. Your collection of innovation projects must be focused (limited)

276 Michael A. Roberto, 6The Art of Critical Decision Making, ©Bhe Teaching
Company, 2009.
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enough to be resourced adequately for excellent execution, while being
diversified (broad) enough to mitigate the risks inherent in any individual
project.

An organization needs to be more than the sum of its parts. What the
organization does must be more than a jumble of individual, unconnected
efforts. Making project resource decisions needs to be done with a view of how
each individual project fits within the overall portfolio of the organization. And
the portfolio needs to be managed with deep understanding of each individual
project.

Organizations are like organisms222® To survive, all of the component
organs have to work together as whole. So manage the portfolio, not just the
projects.Z®

't aindt over O6til itds over

The last point to make about portfolio management is that it is a proverbial
journey, not a proverbial destination.

Portfolio management is not something that is done once per time-
period-of-your-choice and done. Decisionmakers need to have some
decision-making agility.28° Again, the research in this area indicates that the
most effective organizations are the ones that make quick but flexible

27 bet thatds why the words sound so

278 Fortunately, organizations are like sea $ars. You can cut off a limb, and a
new one can grow back. Or so | b6ve r
writing of this book.

That doesndt mean prpjecumasabement, thoughe Gache ¢
part needs to be healthy for the whole to be healthy.

280 This is another reason that an organizational culture comfortable with |-
d o nkindw-but-1 &ihdlout is important for innovation success.
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decisions 28 Flexible, but not fickle. They are able to update their assessments
based on project learning and changing circumstances in the marketplace.
They donét , however, ar bi tr tgrojectownecsh a
and they donét follow every shiny ne:

Simple Study Guide 9

Portfolio Management

What does it mean for a port f
How do resource constraints impact innovation?
Why is courage necessary when managig a project portfolio?
How do you calculate risk for a project?
What element of risk is often forgotten with innovation
projects?
On what dimensions should a project portfolio be diversified?
What are oOstrategic bucket s?(
1 Describe some useful fourquadrant portfolio assessment

charts?

1 How do project scorecards work?
1 How are project scorecards best used for portfolio decisions?

= =4 —a —a -8

= =

#lLinda Kester, Erik JanAnHmpiritai nk, and
Investigation of the Antecedents and Outcomes of NPD Portfolio Success 6
Journal of Product Innovation Management November 2014.
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Solutions Need Problems ( Voice of the Customer)
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Simple Self -Assessment - VoC

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

1 Where do ideas for new products come from in your organization?

Online random Needs, problems, and pain
idea generator points of potential customers
(1 2 3 J4 [s Je [7 [8 [o Jiwo |

1 How is design thinking incorporated into your organization?

We make pretty designs on ltds fund
notepads during meetings the innovation process
(1 2 3 J4 [s Je [7 [8 [o Jiwo |

1 Do you have a clear understanding of the people you are
innovating for?
As clear as the
As clear as lead. waters of paradise.
[1 2 3 J4 [5 [e [7 [8 Jo Jiwo |

1 How are your empathic listening skills?
| understand why
Huh? My what? you asked that
1 | 2 [3 |4 | 5 | 6 | 7 | 8 [ 9 [10 ]

1 Do you engage in customer visits and/or ethnography?
Ethanol-what-ography? As often as possible
1 [2 [3 [4 |5 [e |7 8 Jo [ |

1 What do you do with data from your customers ~ ?

Store it in that warehouse from Sort it into a cohesive story
the end of Raiders of the Lost Ark that brings clarity to the chaos
1 | 2 | 3 |4 | 5 | 6 | 7 | 8 [ 9 [10
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How do you capture and translate the Voice of your Customers?

With a long survey
every decade or so We are QFD masters

(2 12 [3 Ja |5 [e |7z [8 [o [Jio |

Do you involve your customers in the development process?

What do they know
about their problems? As much as we can
(1 [2 3 J4 |5 Je [7 [8 [o Jiwo |
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Simple Summary - VoC

Key take -aways you should get out of this section:

T I'nnovation is about solving peop
value. Therefore, you have to start the approach to innovation with
defining the problem that you are going to solve. Thinking that you
will just have an idea that people will miraculously like will take, well, a
miracle.

1 Design thinking is an iterative approach to problem solving that
involves uncovering and defining problems, creating solutions and
evaluating them, and incorporating what is learned into a refined
understanding of the problem. Repeat.

1 Design thinking is most valuable at the front end of the innovation
process, and should be incorporated throughout the process. Design
should never be relegated to the back end as a way to make a hew
product pretty. Design is not just about aesthetics.

1 Defining problems is hard work, with a mix of art and science to it. It
starts with a thorough understanding of the customer, their needs,
their challenges, and their objectives.

1 oVoice of the Customer, o6 or VoC,
customer asks for.o6 Probably bec
VoC has been denigrated by many, who correctly point out that
customers are bad atidentifying and articulating solutions to their
problems. VoC is actually about getting into the minds and hearts of
customers to really, thoroughly understand their needs, what works
well for them, what doesndt wor Kk
are in their lives. VoC requires not just listening to the words of
customers, but understanding what those words mean, to that
customer, in their minds.

T Thinking in terms of o0jobs to be
about customer problems. Whatthismeans i s that yag
on what your product does, but rather the result it delivers to the
customer. An example would be a

They want a hole in something (or many holes in many things). If you
think only about the d rill, you will overly narrow the scope of the
problem, and you will focus your attention on the wrong thing.
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Empathic listening is a critical part of the VoC process. By that, | mean
listening carefully in order to understand. It means observing the
customer with all of your senses, not just hearing their words.

Two important means for understanding your customer are customer
visits and ethnography. These methods help you to live the life of

your customer, understand what is going on in their lives, and get
personal perspectives on ways to solve their problems. They are the
best ways to get beneath the words that customers will share with

you in surveys and interviews. These methods enable you to know
more fully what customers mean by what they say.

Collecting VoC data can leave you with a huge jumble of quotes,
observations, and other data. Once collected, it is critical to sort and
organize that data into something that makes sense to you and to

your organization. The data should become a story of sorts, telling

you the highs and lows of life as your customer, and guiding you to
problems and potential solutions.

Quality Function Deployment (QFD) is a mouthful. Some people think
of it as the Ohouse of quality. ¢
stated needs of customers into technical guidelines for the
development of innovative solutions. It can be made extremely
detailed and complex, or (you know this is my preference), relatively
simple and straightforward. In either case, the results can help youget
through significant front -end challenges to the innovation process.
Remember that perception is reality to your customers. You may have
technical data showing that you have a superior and novel solution to
your customer sd pr ob ereeivesthe supariority orf
novelty, guess whatéyou dondot ha
Involving customers in the solution process can be very rewarding.
The ability to get rapid feedback and novel ideas from those you are
trying to help will acceler ate your solution process. Note: this is not
the same as asking customers what they want. You will still have to go
through the full creative process, and you will still have to do the real
problem solving.

Sometimes, the pursuit of perfection gets in the way of the delivery of
good. Some organizations will forego collecting good data on
customers because it isndt the 0
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candt afford the orightdé way, s
silly. Get the best data you can with the resources available.

Seek out novel ways to improve your data quality 6 dare | say,
innovate the way you collect the data? Get the whole development
team involved, and not just in some PowerPoint debrief meeting. Get
them among your customers so that they can have real experience
with them. It will enhance the solutions that you get.

Listen with appropriate caution to understand feedback on early
prototypes. Some people will not be able to respond while thinking of
the possibilities d they can only see the not-ready-for-prime-time
thing before their eyes.

0
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Spinning Wheels

Have you ever been a part of a meeting like this one that | was asked to
observe?

A group of diverse, talented, and smart individuals met to generate ideas
for a product innovation. They were working on a big, complex set of issues
with great potential impact. Each participant was passionate and engaged in
the topic. The discussions were energetic and positive.

For a while.

After about an hour, the faces of the participants had changed. They
looked tired. A tone of agitation had crept into some voices. Folded arms
communicated through body language that minds were closing.

Although my role was to be an outside observer, | decided to ask a
guestion. OWhataisyoheapeobtgmnghto

After a pause, one of the participants gave it a shot, but the blank looks

on other faces indicated that it was
working on.
laskedafollow-up. OWho is it thata yow bdreear
At that point, | was pulled aside by the leader who had arranged for this
creative session. 0Thatdés a step we
just coming up with ideas, figuring

That made the problem perfectly clear for me.

No, not the problem that they were trying to solve. But | had seen clearly
why they were spending loads of intellectual energy and getting nowhere.

I't doesndt matter how creative, tal
you havedifyoudondt define the probl em,ewiyo

Carrol perfectly illustrated the problem 150 years agoinAl i ceds Adyv
Wonderland:282
OWould you tell me, please, which

282 Happy sesquicentennial, Alice!
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0That depends a good deal on wher e
0l dondt muédh scaairde Anhiecree.

0Then it doesnd6t matter which way
®Wso long as | get SOMEWHERE, 6 Alic

00h, yvoaw&réo do that,d said the Ca

Thatcr acks me up every time | read i
itissoreal.l1 6ve had that kind of ¢cHJuelpwasadl
come up with a good idea, if we only talk long enough.

Li ke Alice, t hough, we arendt goin
randomly going. To come up with great innovations, we have to start with the
problems we are trying to solve, and the people for whom we are trying to
solve them.

Design Thinking

When | think about o0design, 6 | don
cleaners, or Anglepoise desk lamps® | think of doors. Or, more specifically,
door handles.

When | approach a door, the door communicates with me.22 A horizontal
bar or Il ever says opush.é6 A vertical
things whether those words appear on the door or not.

2% 6m ashamed to admit that many of t
role of Alice.

284 You know the lamp that bounces on the ball in the Pixar movies? That
an Anglepoise lamp.

No, it doesndt actually thalyk woa | me.5
over all the other voices in my head.
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Nothing drives me crazier®® than when | pull on a vertical handle and
discover that the door will only open with a push. Except, of course, when |
push on a horizontal handle and find out that to open it, | have to pull. | feel
| i ke | @&nbatthe MidvaledSchool for the Gifted. 287

Design is not something that you slap on at the end of a development
process to make your product look pretty. That kind of approach to design is
like putting lipstickonapig. | t wond6t make the pig a

Design is not just about aesthetics, although that comes into play. The
aesthetics are a means of communication, like the orientation of handles on a
door. The aesthetics are just a part of the overall solution, telling people how
the solution works in an easily understood, almost intuitive way.

Design thinking has become a trendy topic of discussion, but there is still
a popular misconception of it as being confined to the art department. So if it
isndt that, what is it?

Design is about solving problems for people and communicating solutions
to them.

When someone is approaching a door, they have a problem 6 how does it
open? The orientation of the door handle immediately communicates that.
Amazingly, the orientation of th e door handle communicates to the person
even better than the words Opusho6 or
at work.

Deign is a non-linear, iterative process: first, you discover and define a
problem, and then you create and evaluate solutions. Each rotation through
the process gets you more learning, enabling you to further define the problem
and refine the solution.

286 | should say that nothing drives me crazier in the world of door
functionality. Plenty drives me crazier in the bigger world. Like people who
stop to look around at the end of an escalator. Move along, folks. Move
along.

287 One of my all-time favorite cartoons f r om Gar yThedFarnrSgl® n 6 s
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Michael Luchs lists six principles of design thinking?28 that are critical to
developing products that customers will value:

1)

2)

3)

4)

People-centered o all too often, we focus on the product, be it a
physical good or a service. What we need to focus on is the customer,

and t he customer ds cust omer . Th

impacted by our products. What will their experience be throughout
the life cycle of their interaction with the product? What will they think
and feel in the whole process of learning about, acquiring, using,
storing, and disposing of the product? What value can we create for
the customer? The product is just a means to that end.
Cross-disciplinary and collaborative & design is not limited to the
people with drafting tables in their offices. It includes the whole cross-
functional project team. You want to take in multiple points of vi ew.
Even experienced designers in
predict what customers are going to want.28 Incorporating the
information, experience, and perspectives of a variety of team
members will help get the te am in touch with the customer faster.
Holistic and integrative 0 Products are not just sets of individual
components hooked together, but they are systems intended to
achieve an objective. Design thinking involves not only the details, but
the overall system. In fact, it goes beyond just the product to consider
how the product fits into the overall objectives of the customer.
Flexibility and Comfort with Ambiguity 0 Design thinking, like
innovation, requires humility. You must be willing to take a risk in
expl oring one solution, only to

28 Michael I. Luchs, Scott Swan, Abbie Griffin (editors)Design Thinking: New
Product Development Essentials from the PDMAViley-Blackwell, 2015.

29Dan Z hladugrial Deésigners: Are You Ready for Foreign Markets?
Assessing Designer Confidence and Prediction Accuracy in a Transnational

Marketing Context, Greativity and Innovation Management, September 2015.
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You have to be able to admit that, learn from it, and come up with a

new direction, a new solution, or a new approach. And you have to do
that in an environment filled with more quest ions than answers, and
more uncertainty than certainty.

5) Multimodal communication skills o8 This is an academic way of
saying that you find more ways to communicate than with just words.
Pictures, models, hand gestures, sculptures, tapedtogether-paper-
and-plastic-and-string-and-rubber-bands?® § whatever gets the real
understanding of the product to customers, teammates, executives,
buyers, and whoever else will care about the product.

6) Growth mindset 0 the object of the game is learning how to solve the
problem. Learning is growth, even if learning comes through failure.
As said before, it takes humility22! It also takes courage, to get past
the fear of failure, and to get past the fear of loo king foolish to your
colleagues.

Design thinking is a key component of innovative thinking. It needs to be
incorporated throughout the innovation process. The most unfortunate part of
people relegating design to the tail end of the product development pr ocess
ot he final 0 ma k &isthatthegreatest vajué of gebign thieking
comes at the front end of the -postoverlke s
to get feedback from customer s, l ear
adjust the solution before making expensive development investments.

2% This describes one d the earliest prototypes, as translated from a white
board sketch in my office, for a product that eventually made it to market o
the Fellowes Laptop GoRiser one of my all-time favorite projects that | got to
work on. It may not be as world-changing a product as the wheel, but the
process for creating and launching it was cool. Very cool.

PlFor more on how t oFaifuaTdleranc@®| Isecg ® ono
chapter on Culture.
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Defining a Problem is Hard

So we have to start with an understanding of the problems we are trying
to solve, and the people for whom we are trying to solve them. If we are going
to come up with valuabl e solutions, this point seems rather obvious. Yet so
many organizations fail to do this.

How does such an obvious mistake happen so often? The problem (no pun
intendedéwel I, okay, maybe itds a |i
hard work. We tend to think solving them is the hard part, but how much
harder is it to define the problem? Einstein is quoted as having said that if he
had one hour to save the world he would spend fifty -five minutes defining the
problem and only five minutes finding the solution2%2 & so apparently he found
it to be an 11-to-1 more difficult challenge.

Defining problems is an art, requiring insight and judgment, trial and error.
It is difficult work, but it is one of the constraints that ar e necessary for freeing
creative thinking,

There are many approaches that peode recommend for doing it. T here is
no single right way. Here are some tips, though, to get you started in the right
direction.

1) Define the people for whom you are solving the p  roblem. Some
prefer to think of this as owho
Understand those people. Consider also those who may be indirectly
impacted by the problem.

2) Research the problem space. Gain a general understanding and
share it with the team. Focus on understanding the causes of issues
for the customer. What are their pain points? What contributes to the
pain? How are they currently solving their problems? Why are those
solutions insufficient?

222Another quote that is probably just apocryphal. Curse you, internet
memes! Still, it illustrates the point.
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3) Explain why the problem is important to solve. As Simon Sinek has
eloguently communicated , to inspire action, you must start with "why."

Dondt assume that the oOowhyo is ob
have aclear and common understanding. Be explicit about it.

4) Play around with the scope of the problem.  The problem needs to
be defined broadly enough to be worth solving, and narrowly enough
to be solvable. Everlasting global peace among all people is probably
too big, and deciding where to walk my dog is probably too small. Go
for something in between.

5) Phrase the problem in multiple ways. Restating the problem in
multiple ways can provide interesting insights, and ensures that the

team member s68 vwaesandassgmppoasrae pllexplicilly
communicated.

Only after defining the problem & clearly, succinctly, and explicitlyd should
you begin looking for a solution.

But you dondét just start by one da
spotandsaying t o yourself, o0l dm going to
by looking where the problems exist 0 and that is where your customer lives.

Voice of the Customer dWhatitis n 0t

One of the most influential papers in the history of innovation research 222
is Abbie Griffin and John R. Haused s "The Voi ce g f
(affectionately known to the innovation world as VoC). This paper laid the

293 Abbie Griffin and John R. Hauser, "The Voice of the Customer,Marketing
Science Winter, 1993. Winner of the John D.C. Little Best Paper Award for
1993 and named one of the top 20 articles published in the field of

Marketing Science in the last 25 yearsby the INFORMS Society of Marketing
Science Abbie is my all-time favorite professor, so | may be biased regarding
her work, but in this case, iitds not
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foundation for identifying, structuring, and prioritizing customer needs and
perceptions of performance in the innovation process.

There is just one problem with thi
titte. That has subsequently led many astray when they go out to identify
customer needs. It has also led many otherwise insightfu thought leaders to
| ambast oOthe voice ofZ226duafortnats. Albbamus®
of one misunderstood word.

The o0Voice of t haélrdpeas N@T about the spokamo t
word. At least not about t he spoken word alone.

Henry Ford is famous for many things, and one of them is the popular
d o nlidtén-to-your-customers quote, 0 | f I had asked cu
wanted, they woul d hav & Steseklebd, tod, & oftera
cited as someone who rejectepl ¢éi doed
what they want unti? you show it to

So lots of people have created lots of internet memes and PowerPoint
slidestoprove t hat the oOovoice of the custo

%See an excellent retort t dijaskingctie ar g
Voice of the Customer, ‘disions January 2006.

®Nope. He never quite said thadenry M
Ford, Il nnovation, and 6HavardBusiness Raview H

blog post (with excellent sources cited at the end), August 29, 2011.

2% Yep, he did actually say this,as quoted in Business WeekMay 25, 1998.
But that &Vahaee adofof ceistomérs, and we have a lot of
research into our installed base. We also watch industry trends pretty
carefully. But in the end, for something this complicated, it's really hard to
design products by focus groups.6
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And vyou really should
ignore it, if it means what they
think it means. To them,
though, | offer my best Inigo
Montoya: OYou ke
word. | do not think it means
what you thinkit means . 6

oVoice of the
not literally about listening to a
customer 8s Voic

Figure 44: "You keep using that word. | do not
think it means what you think it means."

exactly what they need, and then you go out and make it for them. It is not
about calling up a market research firm2 and having them put together some
focus groups with the expectation th
be followed by the perfect innovation idea for you to go forth and conquer.
Nor is it about conducting a survey among target customers just asking them
what they want.2%8

If people could articulate what they needed and how to satisfy that need,

then innovation would be easy. But i
Customer needs arenot solutions. A customer needisnoto as f ar ho
A customer need is O0a means to trave

ti me than currently possible.d A cusH
is 0a means of getting from one pl ac
and comfortably, without expending personal physical energy to carry driver,

passenger s, and various items that ni

297 with all due respect to market research firms that really can give you
insightful information.

8While 16d be more convinced of its
source, | 8l'l go ahead and throw out
before opening MrAscooki€ stoeeclish bagl id€aoBedidese s
the market research reports say America likes crispy cookies, not soft an

chewy cookies like you make."
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