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M ost companies are at a loss when it comes to
understanding customers. Take Thomson Corporation.
A decade ago, Thomson knew little about the people

who actually used its newspapers, journals and textbooks in
their daily jobs. •Facing an internet shakeup of its market,
Thomson realized it needed to bridge that critical knowledge
gap,Ž says the article. Which is when it started studying end
users. This article describes how the company managed the
transformation to a user-centric mind-set. •First came a
redefinition of the division's market, which was mapped not by
type of purchaser but by eight end-user segments. That gave
Thomson a clear view of the division's real, addressable
market and of corresponding opportunities,Ž says the article.
Next the company determined how pain points and product
preferences varied among the users. •With that information,
Thomson was able to identify three clusters of customers in
one segment and develop three categories of offerings.Ž 

Whenever you hire someone new, the first
thing you obviously look for experience.
•Conventional wisdom holds that as we

do more things more often, we learn from
experience and get better and better, and what
we found in our research was that actually some
of it may not be the case,Ž Sengupta says. In
some cases drawing on past experience can
actually hurt the company. According to this
article, experienced managers sometimes apply
the wrong lessons, don't link the right lessons
with outcomes or are given erroneous objectives
or unhelpful feedback. It all adds up to extra
problems in project management. •Managers
tend to learn the wrong lessons and apply them
again and again in a way that's fundamentally
counter-productive,Ž Sengupta says.

Transforming
Strategy One
Customer at a
Time
By Richard J Harrington,
Anthony K Tjan, Harvard
Business Review (March •08)
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It•s become fashionable to chronicle the starry rise of
India•s super rich. Geoff Hiscock, who has earlier written
about Asia•s wealthy elite, turns to India and profiles the

usual suspects„from the Ambani brothers to Narayana
Murthy. Before that, he tries to paint a vivid picture of the
Indian corporate landscape: From the flattening world
(would people please stop referring to Thomas Friedman?)
of IT to evolution of sectors like telecom, aviation, pharma,
retail and financial services. What emerges is a mish-mash
of information, amalgamation of facts collated from
secondary sources and some one-on-one interviews. The
profiles themselves don•t go beyond what is already known.
This is a tired account that goes nowhere beyond skimming
the surface. If you are a foreigner viewing India from the
outside, this book might be of some use. But do not expect
any spectacular insights.

India•s Global Wealth
Club 

By Geoff Hiscock

(John Wiley and Sons
Price: $29.95, pages:
281)
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MRTPC pulls up cement cos for cartelisation
New Delhi: Fair Trade practices
body The Monopolies and Restrictive
Trade Practices Commission (MRT-
PC) has pulled up ACC, Laffarge Ce-
ment, Birla’s Grasim and four other
top cement producers for cartelisa-
tion to increase prices in tandem.

MRTPC found that the producers,
through the Cement Manufacturers
Association (CMA), “acted in con-
cert” to raise prices in Jabalpur. In
its order, MRTPC asked the manu-
facturers to stop and desist from such
practices, while letting off another

major manufacturer Gujarat Am-
buja Cement.

Issuing a cease and desist order
to the manufacturers found guilty of
rigging prices, MRTPC asked them
“to refrain from indulging in any sort
of arrangement through the instru-
mentality of CMA or otherwise fix-
ing selling price of cement in the
market.”

A three-member MRTPC bench
headed by chairman Justice O P
Dwivedi also directed the cement
manufacturers to file a affidavits of

compliance of its order within eight
weeks. The other cement producers
pulled up include Parisim Cement,
Larsen and Turbo, Satna Cement,
Jaypee Cement, Diamond Cement
and Maihar Cement.

In the present case, we have found
direct as well as indirect evidence of
concert. The existence of a common
platform in the form of respondent
No 1 (CMA) which frequently re-
views the price-situation is a strong
pointer towards existence of a car-
tel,” the commission said. AGENCIES

Reversing the
high-tax regime

Prabhakar Sinha & 
Shankar Raghuraman | TNN

New Delhi: Finance minis-
ter P Chidambaram smiled
on taxpayers in 2006-07 by
raising the tax floor to Rs 1.1
lakh, which would be rough-
ly equivalent to Rs 1.15 lakh
today. This year it has gone
up sharply to Rs 1.5 lakh.

Of course, in the early
decades—all the way up to
the end of the sixties— tax
rates at the entry level were
really low at about 3-5%.
Even the highest tax rate up
to 1970-71 was just 25%.

With Indira Gandhi’s ‘so-
cialist’ phase being ushered
in during 1970-71, that
changed dramatically. The
bottom rate was up to 11%
and the top rate to an amaz-
ing 93.5% which rose within
a few years to 98.75%. By 1985-
86, even the entry level rate
had been hiked to 25%, the
same level as the highest slab
was paying until 1969-70.

In the two decades and a
bit since then, the trend has
been reversed, much to the
relief of the Indian taxpay-
er. The entry level rate

dropped to 20% in 1990-91
and further to 10% when
Chidambaram presented his
‘dream budget’ in 1997-98.
The rates have remained the
same since then, although
the levels at which they kick
in have kept changing and
various surcharges and cess-
es have also periodically
been added or sometimes
removed.

It’s not just the threshold
level for tax that is higher
today than ever before. The
level at which the taxpayer
has to fork out 30% of his
earnings to the exchequer is
also higher today than ear-
lier. For example, in 1980-81,
this rate became applicable
at an income of above Rs
25,000, the equivalent of
about Rs 1.4 lakh today.

However, during the
high-tax regime of the ear-
ly 1970s, the peak rate be-
came applicable at Rs 2 lakh
which would be equivalent
to about Rs 25 lakh today. But
while at that level you would
now pay 30% plus sur-
charges and cesses, you
would then have been pay-
ing 93.5%.

Steel prices set to
fall on duty cut
TIMES NEWS NETWORK

New Delhi: Representatives
of major steel producers
from the public and private
sectors, including Posco and
Mittals, met steel minister
Ram Vilas Paswan and as-
sured him that the reduction
in excise tax on steel from
16% to 14% as announced in
the budget would be passed
on to the consumers. The
steel price is, thus, likely to
dip by Rs 500 per tonne.

Among those present
were representatives of Jin-
dal Steel, Arcel Mittal, Posco,

Bhushan Steel, Essar Steel,
Tata Steel, Ispat Industries
and NMDC, RINL and SAIL.

The producers agreed
with the minister that there
was more demand for steel
in a growing economy of In-
dia as it was required for in-
frastructure. They said they
were with the minister in
fulfilling the target of 124
million metric tonnes by
2012, and by about 300 MMT
in 2019-2020.

However, many new steel
projects were mired in land
acquisition problems and
various court cases.

Neelima Mahajan-Bansal | TNN

ucked in a nondescript cor-
ner of your office is a big box
with huge red letters that
scream “suggestion box”.

Now, how many times have you ac-
tually toddled across to it to sub-
mit your bright-spark-of-an-idea?

Chances are, never. And if you
did make the effort, how many
times has the company actually tak-
en note of it? The odds are even low-
er. But the very presence of the sug-
gestion box probably means that
your company has done its bit to
encourage innovation…

The “suggestion box” that has
come to dot most offices is a sad
comment on the state of innova-
tion in companies. “We have spent
decades talking about the impor-
tance of innovation,” says Rowan
Gibson, author of the bestselling
‘Rethinking the Future’. “But com-
panies still approach innovation in
a piecemeal manner.”

Innovation•s •Crisis of Credibility•

Innovation, avers Gibson, is facing
its worse ever crisis of credibil-

ity. It’s a bit like the quality
movement of the 1940s

and 1950s. When
the idea started
gaining cur-
rency, a lot
Westerners
went to
Japan to
u n d e r -
s t a n d
what the
q u a l i t y
movement
was all
a b o u t .

“They came back thinking that
quality is only about quality cir-
cles. It was a very superficial un-
derstanding—and it didn’t deliv-
er,” says Gibson. It’s much the same
with innovation.

In a bid to encourage innova-
tion, companies pump in more
money into R&D, create skunk
works and spin off separate ven-
tures. “And if all else fails, they in-
vite a company like IDEO to come
and rub some magic dust on them,”
says Gibson. “These piecemeal ef-
forts haven’t delivered.”

Take R&D spending. Contrary
to what you would have thought,
there is no correlation between
R&D spending and innovation out-
comes. In 2007 Microsoft spent close
to $7 billion on research and de-
velopment.

That’s not a small sum by any
account. “Yet Microsoft is not seen
as an innovator,” says Gibson. “It
is a follower. It just buys innovative
companies.” The corporate world
is rife with similar examples of big
R&D spenders. Take General Mo-
tors, which has spent more money
on R&D than any other company
in the US. It is struggling
still. A recent survey by
Booz Allen Hamilton also
corroborates the notion
that there is no relation be-
tween high spending on
R&D and innovation re-
sults.

Add to that the advice
companies get from inno-
vation consultants and it
just gets worse. “Innova-
tion,” says Gibson, “is not
about coming to work on
a Monday morning wear-
ing one red sock and one
green sock as one innova-

tion consultant advised.” Gibson
is advocating that innovation has
to move from one-time piecemeal
efforts to a more systemic, enter-
prise-wide capability. It’s somewhat
like the Russian matryoshka:
which is a set of dolls of smaller
and smaller sizes, placed one with-
in the other. “Innovation needs to
similarly percolate down to all lev-
els in an organization,” says Gib-
son.

Surviving Hyperacceleration 

“We live in exponential times,” says
Gibson. Today’s world is marked
by phenomena such as hypercom-
petition, hypergrowth and rapid
commoditisation.

Take Google, which is not just
10 years old but is, in a sense, the
largest media company today. Ser-
vices are getting increasingly com-
moditised. For instance, with out-
sourcing becoming popular all com-
panies can easily get access to the
same set of capabilities and skills
across the world. At the same time
the customer has a wide variety of
choices. “Business models are be-

coming ob-
solete faster
than before
and being
replaced by
radical new
ones,” says
G i b s o n .
“What com-
panies need
to do is
come up
with a
g a m e -
ch a n g i n g
b u s i n e s s
model that

is hard to replicate.” Take airlines.
When most other airlines were
bothering their heads over the qual-
ity of first-class luxury seating, cui-
sine and loyalty programmes, new
airlines came in and turned this
model on its head by introducing
flights that “were not 10% cheaper
but 10 times cheaper”.

The only solution to this is full-
scale business model innovation,
says Gibson. “You need to make it
your strategic intent.” A few com-
panies are leading the way in busi-
ness model innovation.

Recently Apple Computers
changed its name to just Apple. “It
is wrong to think of the Apple iPod
as a product innovation. It’s a busi-
ness model innovation,” says Gib-
son. “Today they are looking at the
entire home entertainment space—
much beyond just computers.”

Finding the Next Killer App, Mi-
nus The Risk Innovation is about
big bets and big risks. How does
one guard against failure? “Take a
cue from the venture capital mod-
el,” says Gibson.

“Make several small bets. So if
you invest in 50 companies, you
might have 10 absolute failures, a
few reasonable successes and one
blockbuster.” The idea is to con-
stantly run a portfolio of experi-
ments. Take energy and petro-
chemical giant Shell which runs
an Innovation GameChanger pro-
gramme.

The way it works is simple. Em-
ployees go to GameChanger with
ideas and get $25,000 within a
week’s time if the idea is deemed
to be worth trying out. Then they
get a month off to test it. It is al-
right to fail. But if you succeed and
come back with a prototype, you
get $50,000 and 90 days to scale it

up. GameChanger works. Look at
the evidence: so far it has produced
150 new products and services.

Embedding Innovation

But how does one go about creat-
ing an environment where inno-
vation can foster? “It starts with
leadership,” says Gibson. “Like a
Sam Palmisano at IBM who be-
lieves that ‘all roads lead to inno-
vation’.” Or a Jeffrey Immelt at GE
who openly says, “The only answer
for us today is innovation.” These
aren’t empty words—it is about
moving beyond rhetoric and cre-
ating the right management infra-
structure. So they put in place
things like innovation boards, men-
tors to scan and take new ideas
through, putting aside budgets for
radical innovation,…

But coming up with ideas is not
enough. One needs to put process-
es to generate insights and thrash
them together to create ideas,
screen them and create “innova-
tion pipelines”.

“The other thing is that inno-
vation isn’t an inherent ability
available to only special people. You
need to train people to become more
innovative,” says Gibson.
Whirlpool, for instance, has trained
30,000 people in how to use inno-
vation tools. It’s an idea that is
deeply embedded in the Whirlpool
system which has 600 innovation
mentors and 25 innovation con-
sultants.

The last thing is really about
fostering a culture and values
conducive to innovation. “Putting
in place everything else is point-
less unless people see innovation
as a tangible everyday value,”
says Gibson.

Rowan Gibson is a business strategist and expert on rethinking business in new innovation economy. His •Rethinking The
Future• is an international best-seller. He has just authored •Innovation to the Core• with Peter Skarzynski
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Why innovative ideas are not found in
suggestion boxes around offices

Yamini Panchal
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