A four-part seriesWhere does innovation come from?
Part OneChallenging Orthodoxies

A great way to discover new opportunities for business innovation is by
challenging conventional beliefs — or “orthodoxies” — about what drives success in
your company and your industry.

Orthodoxies tend to become embedded in the way we do business. After a while,
they form the dominant logic about the “right” way to compete, price, organize,
market, and develop products and services. Orthodoxies are not by definition “bad” or
necessarilyvrong In fact, they are often essential for creating a common
understanding across a dispersed organization, allowing teams to work smoothly and
efficiently. The problem starts when orthodoxies start to stifle ratherftsser
progress — they are potentially limiting if you can’t see beyond or around thiefi. |
unchallenged, they may blind you to the possibility of new industry rules, new
offerings, and new competitive space. Time and again, the strategy innovadbons t
radically change customer expectations or industry structures come festioging
beliefs that everyone else has taken for granted.

To escape from the stranglehold of conventional thinking, you need to
systematically question the deeply-held dogmas in your company and youryindust
Here are four ways to do that:

1) Try to identify and challenge any industry practice that is justified by
nothing more than precedent. Think about what would happen if you
reversed these common industry strategies. Could you imagine alternative
ways of doing things? If so, what new opportunities would present
themselves? How would customers benefit?

2) Try to spot the absurdities that no one else has spotted, and to ask the
stupid questions that no one else has asked. Look for things your company
does almost habitually every day which are “absurd” when seen through
the eyes of customers. Step back and think about the annoyances,
frustrations and inconveniences which are unwittingly being foisted upon
your customers for the sake of the company’s own convenience. Then look
for solutions.

3) Try looking at any common performance parameter like, say, price,
efficiency, or speed of services, and then ask yourself what would happen
if you pushed it to a ridiculous limit. Consider how you might dramatically
improve that parameter (i.e. not by a factor of x or 1x, but by 10x or 50x or
100x) by exploring the outer boundaries of what is possible. If you did that,
how would customers benefit?

4) Look for situations where the customer is getting a benefit on the one hand,
but simultaneously losing out somewhere else, and try to take the negative
out of the equation. Ask yourself how you could turn a “win/lose” situation
into a “win/win”.
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Part Two:Harnessing Trends

Another excellent way to discover new opportunities for business innovation is by
harnessing trends and “discontinuities”. What exactly is a “discontinuitg"@ot
just a single trend, invention, or technology. Rather, iCkiater of trends- for
example, in technology, demographics, lifestyle, regulation, geopolitics and se forth
that has the power to substantially change the competitive rules, or the strueture of
industry. Trends and “discontinuities” are often the launching pad for radical
innovation.

My advice is this: forget about grand corporate visions of the future. Radical
innovators are usually not forecasters or scenario planners. They are not geople w
are trying to predict the future, or imagine how the world might be 10 years from
now. Instead, they tend to be people who are aware — at some deep level — of things
that are already fundamentally changing, and who understand the revolutionary
potential in those things, in ways that others do not.

In your hunt for a big new strategic idea, focus on identifying changes in the
external environment that competitors have either underestimated or ignored, and then
try to understand how the momentum of these changes can be influenced or amplified
to shapethe future. Try to recognize patterns of change that could drastically &lter th
current rules of competition, and potentially open up huge space for new opportunities
— if you act on them before others do.

Here are four ways to start harnessing trends and discontinuities:

1. Look for the cutting edge of change. Try to discover developments that
have so far been invisible to your competitors. Go to places where change
is happening first (and where your competitors are not even looking yet) in
order to get inspiring bursts of insight that can trigger innovative new
ideas.

2. Look at some incipient trends — things that are changing in perhaps a very
minor way at first — and try to figure out where these trends might be
leading. Ask yourself what would happen if a particular trend grew and
became more important. What kind of difference would it make? What are
the second- or third-order consequences of this trend? Who would be
affected by these consequences?

3. Step back and look at some trends in their historical context. Ask yourself:
Is this just a random event, or is it a tide of history? In other words, is this
trend something superficial and isolated, or is it actually part of a
development that has far great magnitude and much broader implications?

4. Look for interactiondbetweertrends. Try to figure out if these trends
might be connected — if they interact and reinforce each other. See if you
can see the emerging patterns, as well as the opportunities those patterns
may create. Ask yourself: What is the overarching theme here? Does this
set of trends point towards some inevitable development that could alter
our industry?
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Part ThreelLeveraging Resources

A third method for generating insights that lead to radical innovation is by trying
to leverage your company’s embedded resources — its core competenciestagit s
assets — in completely new ways. Instead of viewing your company in terms of
business units and organization charts, try to re-imagine it as a portfolio of
competencies and strategic assets.

Let me make the distinction clear. By “core competencies”, | mean thiags t
your companknowshow to do uniquely well — its skills and unique capabilities. By
“strategic assets”, | mean things that your compamys— brands, patents,
infrastructure, customer database, proprietary standards, and anythitigaeisdoth
rare and valuable.

Unfortunately, most companies define themselves by what they do, rather than by
what theyknowor what theyown Usually they find it difficult to see things like
skills, processes, technologies, assets and values as distinct, stand-ali@se entit
because they are completely embedded in the company’s current business otodel. B
radical innovators have the ability to decouple particular skills and assethfom t
existing business, and then leverage them in new ways or new settings to generate
growth opportunities.

The fact is, radical innovators tend to think of the whole world as a LEGO kit of
different competencies and strategic assets, owned by different compemieh can
potentially be reconnected like building blocks or used in a new context to invent
novel products, processes, services and business models. Actually, some of the
biggest opportunities for innovation can come from bundling your company’s
competencies and assets with those of other companies to produce radical new
solutions.

To identify CORE COMPETENCIES, try to find company strengths that theet
following five criteria:

they create value for the customer

they are unique or at least scarce

they are sustainable over a significant period of time

they are important to the company’s position today

they can be leveraged into new products, markets, or businesses
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To identify STRATEGIC ASSETS, ask yourself:

1. What assets does our company possess that are (a) rare (b) valuable to

customers, (c) transferable to new opportunities?

2. Could we exploit our strategic assets in new ways to bring new value to
customers?
Could our strategic assets be valuable in other industry settings?
Can we build new business models that exploit our existing strategic assets —
that is, can we imagine alternate uses for our strategic assets?

how
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Part FourAddressing unmet needs

The fourth way to discover new insights for radical innovation is by addressing
unsolved customer problems, unvoiced needs and market inefficiencies. The ability to
spot an unmet customer need — not only before the competition but before the
customer is even aware of it, or articulating it — can lead to significant inoovat
opportunities.

Radical innovators are deeply empathetic; they understand — and feel — the
unvoiced needs of customers. They recognize needs that customers don’t even know
they have yet. Or they solve some common frustration in a way that people could
never have imagined — which is precisely why they are not articulating tiearee
asking for a specific product, service, or business to address it.

You will rarely uncover deep, unarticulated customer needs and frustrations by
conducting traditional market research — i.e. asking customers to go through a
questionnaire, either on paper, online or by phone. It's also unlikely you will discover
them by going out and directly asking customers what they want. Usualigmars
will give you obvious answers like “I want it cheap” or “It should be easy to buy and
use”, because they are generally only thinking in terms of the solutions and choices
that are already available on the market. Most customers are prisonesis of th
experiences, and their understanding of how a particular service or produglig us
delivered.

If you truly want to understand customers’ wants and needs, you need to remove
the distance between you and them. You need to ‘get into the customer’s skin’ by
immersing yourself in their environment, and by making their needs, frossatand
desires your own. Try to develop an empathetic understanding of the customer’s
situation. Somehow, you want to “become” the customer, to feel the customer’s
experience, to identify and understand the customer’s problems, and then look for
ways to solve them.

Here are three effective methods you can use:

1. Spend time with your customers. Try to understand that many breakthrough
innovation opportunities are found not by looking at the product, but by
looking at the customers and users. Use the power of direct observation — that
means getting out of the office and into the field, “shadowing” the customer
from multiple vantage points; making photo or video diaries.

2. Map the entire customer experience — from the first contact with your
company right through to the final bill you send. At several stages of the
demand chain, you will usually find that the patient has significant needs,
problems and frustrations. Ask yourself: What if we made the customer’s
problem our problem?

3. Look for analogies from other industries. Are there customer needs that other
industries/products/businesses fulfill that your company has not yet been
responsive to? How are these other industries and markets solving customer
problems and reshaping customer expectations? Could you use these analogies
to create a more ideal customer experience in your own industry?
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