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To Gordon and Caroline,
from whom I learned the most
important lessons about LEGO

—DCR


Preface

I first approached the LEGO Group in 2007 while studying innovation efforts at companies in the United States and Europe. I’d surveyed fifty-six companies to understand their innovation management practices and planned to write a book about innovation and leadership, where I’d draw lessons and stories from many organizations and use those cases to illustrate how companies should manage innovation. After visiting LEGO, I wrote a case study that I hoped to use both in the classroom at the Swiss business school IMD and, later, in my book.

When I first taught my case study of LEGO at IMD in 2008 and 2009, I was taken aback by the outpouring of enthusiasm for the brand and its capacity to reawaken the sense of experimentation and play that resides within everyone. Subsequent interviews uncovered one fascinating aspect of the LEGO story after another. I realized that the LEGO management team had done more than just turn around the company; they had fundamentally rethought what “innovation” meant and how it should be managed and, by doing so, had rescued the company and boosted its performance to new heights. I saw that this case study was much more than a chapter in a book about innovation management—it was a full book’s worth of stories and lessons: about a toy that touched the lives of millions around the globe for close to a century; about a much-beloved company that lost touch with its customers and its history and almost went out of business as a result; and about managers whose love for the company and perseverance saved it from ruin. What started as an academic book about innovation management became a much richer narrative of failure and recovery.

Since 2008 I’ve made more than a dozen trips to LEGO headquarters in Billund, Denmark (I highly recommend a June visit over one in January), where I’ve interviewed dozens of senior managers; sat in the bright white rooms of the Idea House and heard designers describe how they dream up new toys; pored over sketches and computer-generated designs that traced the evolution of some of the company’s most compelling kits; visited the sprawling, noisy factories where millions of tons of plastic are molded into billions of bricks; and had a memorable meeting with Kjeld Kirk Kristiansen, a grandson of the company’s founder and its chief executive for twenty-five years.

My trip around LEGO world also took me to FIRST LEGO League competitions in the United States and Switzerland, where I watched my son’s teams compete against hundreds of other kids in frenzied robotics tournaments. In Fort Lee, New Jersey, I followed a team of LEGO designers and anthropologists as they tested their ideas for the next generation of kits with the world’s most fickle, demanding consumers—nine- and ten-year-old boys. In a suburb of Chicago, Illinois, I met Adam Reed Tucker, who not only built a replica of architect Frank Lloyd Wright’s iconic Fallingwater house entirely out of bricks, but transformed the replica into a kit and commercialized it through LEGO. In West Lafayette, Indiana, I met Steve Hassenplug, one of the greatest Mindstorms builders on the planet. And I traveled to Boulder, Colorado, where I met with some of the best game programmers and designers in the United States, who turned millions of lines of software code into the virtual worlds that constituted LEGO Universe.

At every turn, the company’s leaders, employees, partners, and fans were remarkably candid about the mistakes that fueled its downfall, as well as the false starts and dead ends that accompanied its turnaround. Over its eighty-plus years, and particularly during the past decade, the LEGO Group has proven itself to be as resilient as its virtually indestructible bricks and as resourceful as the nine-year-olds who bring them to life.

Along the way I met dozens of LEGO employees, partners, and fans who were consistently friendly, smart, thoughtful, and generous with their time. I would like to thank Henrik Weis Aalbaek, Henrik Andersen, Tormod Askildsen, Phil Atencio, Erich Bach, Zev Barsky, Jamie Berard, Torsten Bjorn, Karsten Juel Bunch, Steve Canvin, Dan Elggren, Peter Espersen, Greg Farshtey, Helle Friberg, Ulrik Gernow, John Hansen, Mark Hansen, Lena Dixon Hjoland, Søren Holm, Cephas Howard, Niels Sandahl Jakobsen, Birthe Jensen, Jacob Kragh, Kjeld Kirk Kristiansen, Jens Lambak, Allan Steen Larsen, Kim Yde Larson, Soren Torp Laursen, Erik Legernes, Henrik Taudorf Lorenzen, Søren Lund, Phil McCormick, Sine Moller, Jai Mukherjee, Gitte Nipper, Mads Nipper, Henrik Nonnemann, Lars Nyengaard, Jette Orduna, Fleming Østergaard, Lisbeth Pallesen, Niels Milan Pedersen, Christoffer Raundahl, Jan Ryan, John Sahlertz, Ronny Scherer, Poul Schou, Chris Sherland, Mark Stafford, Robert Stecher, Bjarne Tveskov, and Jill Wilfort from LEGO; Jesper Ovesen and Henrik Poulsen from TDC; Howard Roffman from Lucasfilm; Mitch Resnick from the MIT Media Lab; Jonathan Smith and Tom Stone from TT Games; Christian Faber from Advance; Scott Brown, Peter Grundy, and Ryan Seabury from NetDevil; and Peter Eio, Steve Hassenplug, Bill Hoover, Jake McKee, Megan Nerz, Poul Plougmann, Robert Rasmussen, Megan Rothrock, and Adam Reed Tucker.

Per Hjuler and Paal Smith-Meyer, my collaborators on earlier work on the LEGO story, have been invaluable in understanding the culture and practices at LEGO. This book builds on the insights that they provided. Cynthia Day, Duff McDonald, and Michael Watkins offered encouragement and feedback along the way—I am grateful to you all.

Within LEGO, Jan Christensen from the PR group and Jørgen Vig Knudstorp, the CEO, have been unfailingly supportive at every phase in this book’s development. Both were always able to find time to help and to answer questions. Without their support this book would not have happened.

Thanks to Mary Choteborsky, my editor at Crown Business. Mary was consistently positive, helpful, and insightful. Her push to bring out the lessons in the LEGO story has made this a substantially better book.

Three final thank-yous. First, to Bill Breen, the writer who helped create this book. Bill participated in most of the interviews and contributed to the development of many of the core ideas in the book; his clear, powerful voice is on every page. A special thank-you also to Carol Franco, my agent and friend. I hope this is only the first book in a longer collaboration. And, finally, to Anne, who had to endure the emotional ups and downs, the financial sacrifices, and the constant absence of her husband. Thanks for all your love and support.

You hold in your hand the result of five years of study and thinking about LEGO. By telling the story of the company’s near death, remarkable rebirth, and stunning recent success, I hope you will find examples that will guide you in your efforts to improve your company’s innovation. I have tried to pull together the lessons from the company’s recent successes and failures so that you can build a better future for yourself and your company, brick by brick.


Introduction

When the Bricks Click

BEHOLD THE LEGO brick, that hard-edged, candy-colored bit of plastic that’s bedeviled barefoot parents the world over. By itself, a single discrete, modular brick is inanimate, lifeless—or at least dormant. Only the eight little knobs atop the rectangular block and the three hollow tubes underneath hint at its potential.

Snap two of those inert, inorganic blocks together, however, and suddenly you open up a world of nearly infinite possibilities. Just six bricks yield more than 915 million potential combinations. With an unlimited supply, you could build a supercomputer made up of sixty-four Raspberry Pi PCs and a thousand LEGO bricks, a full-size Rolls-Royce aircraft engine (152,000 bricks), a lovingly detailed recreation of the 2012 London Olympics (250,000 bricks), or a life-size two-story house with a working toilet and shower (3.3 million bricks), as others have already done. In the fifty-plus years since it was patented, the little LEGO brick has ignited the imaginations of millions of children and adults—and become a universal building block for catalyzing creativity.

_____________
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With the possible exception of Apple, arguably no brand sparks as much cultlike devotion as LEGO. Über-nerd Jonathan Gay credits the LEGO brick for helping him invent Flash animation and thereby light up the Web. Google cofounder Larry Page once built a fully functioning inkjet printer out of LEGO bricks; Google managers now use bricks in some of their Mensa-level hiring tests. Maestro clothing designer Eileen Fisher has praised the brick for its capacity to fuel creative play. In his BBC series Toy Stories, British TV raconteur James May gushed that the brick embodies “geometry, mathematics, truth.”

LEGO lust isn’t limited to famous alpha creatives. Thousands of LEGO acolytes come together at conventions that are held every month of the year in cities around the globe. These tribal assemblages range from the mainstream (the Netherlands’ LEGO World, which annually pulls in more than seventy-five thousand kids and their families) to the fringe (Munich’s LEGO Graffiti Convention, a freak-and-geek-fest of brick-themed street art). The Internet abounds with LEGO gathering places such as LUGNET (aka the LEGO Users Group Network), a global forum for LEGO fans; MOCpages, where builders show off more than 350,000 LEGO “My Own Creations”; Brickshelf, a fan-created site that features close to two million images as well as a thriving market for LEGO kits and pieces; and Brickipedia, a LEGO wiki that encompasses nearly twenty-four thousand pages of reviews and forums. YouTube alone is stuffed with more than nine-hundred thousand clips showcasing over-the-top LEGO creations, with robots that solve Rubik’s Cube in mere seconds and a LEGO-based animation of English comedian Eddie Izzard’s hilarious send-up of Darth Vader, which has drawn more than nineteen million views.

Along with Coca-Cola and Disney, LEGO has ranked at the top of a Young and Rubicam survey of the world’s most recognized brands. In 2007, the Reputation Institute declared LEGO the world’s most respected company. In 2010, a wide-ranging survey of more than three thousand adults between the ages of twenty and forty declared the LEGO brick “the most popular toy of all time.”

Nearly everyone, it seems, loves LEGO. Or at least, everyone seems to know it. When Fortune decreed LEGO the toy of the century, the magazine half joked that with more than two hundred billion bricks scattered across the globe, “it seems safe to assume that at least ten billion are under sofa cushions [and] three billion are inside vacuum cleaners.” That number has since tripled, as billions of new pieces pour out of LEGO factories every year (approximately thirty-six billion in 2010 alone). LEGO factories annually churn out bricks at the rate of more than five times the world’s population. There are now some eighty LEGO bricks for every man, woman, and child on the planet.

And yet, although most everyone has encountered LEGO, far fewer are familiar with the organization that stands behind it. Wall Street largely ignores the family-owned LEGO Group, which is headquartered in Denmark’s hinterlands. Given that LEGO is closely held, the Street’s disregard is somewhat understandable. What’s more perplexing is that aside from those in the toy industry, a surprising number of business journalists and analysts have paid scant attention to one of the world’s most creative companies.

Over a four-year period, from 2009 to 2012, Fast Company magazine’s annual accounting of the “50 Most Innovative Companies” cited the unimpressive (Microsoft), the unsurprising (Facebook), and the unsung (MITRE), as well as corporations based outside the United States (Samsung, Nissan), but not the makers of the iconic brick. Likewise, the LEGO Group didn’t crack the “most innovative” lists at Bloomberg Businessweek, Forbes, or MIT Technology Review for 2010 through 2012.

Why should they—and we—give LEGO and its innovation strategies a closer look?

By any measure, LEGO has been relentlessly innovative for much of its eight decades. First and foremost there was the creation of the brick, which found its way into the hands, heads, and hearts of four hundred million people the world over. And then, year after year, the LEGO Group’s idealistic, imaginative approach to play helped it conjure compelling toys that rarely retreated to the back of kids’ closets. The company’s values and creativity put it in an unmatched position within the toy industry: kids loved the brick because it was fun, and parents loved it because it was educational. That combination helped LEGO amass decades of unbroken sales growth.

But as LEGO approached the end of the twentieth century, changes in kids’ lives challenged the brick’s primacy. Toyland became a far less forgiving place to do business, as aggressive competitors fought fiercely for the growing legions of kids enamored with video games, MP3 players, and other high-tech wonders. LEGO, largely an analog enterprise, found itself fading in a faster-moving, far more competitive digital world.

To catch up, LEGO rolled out an ambitious growth strategy that was built upon some of the past decade’s most widely heralded theories for sparking innovation. It sailed for untapped, “blue-ocean” markets; it concocted “disruptive” innovations; and it opened up its development process to the “wisdom of the crowd.” But while those prescriptions for twenty-first-century innovation might have worked wonderfully for other companies, they almost sank LEGO. In 2003, just three years after both Fortune magazine and the British Toy Retailers Association had crowned the brick the toy of the century, the LEGO Group announced the biggest loss in its history. Its extraordinary collapse led many observers to wonder whether LEGO, one of the world’s most cherished brands, would survive as an independent enterprise.

Transforming LEGO

In fact, a new leadership team pulled off one of the most successful business transformations in recent memory. One by one, LEGO reinvented those academic prescriptions for innovation, synthesized them into a world-class management system, and reemerged as a powerful, serial innovator. LEGO created the world’s first line of buildable action figures, fueled by a riveting story line that played out over a nine-year span. It launched a line that included an “intelligent brick,” allowing kids (as well as many skilled adults) to build programmable LEGO robots. In another first, LEGO rolled out a series of board games that could be built, broken apart, and rebuilt. LEGO opened up its development process, enabling legions of fans to go online and post their own customized DIY LEGO sets. And it reimagined its core lines of classic LEGO sets, keeping them real while making them modern enough for twenty-first-century kids.
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The result: LEGO emerged from its near-death experience as the world’s most profitable and fastest-growing toy company. From 2007 to 2011, all through the worst of the global recession, the LEGO Group’s pretax profits quadrupled, far outstripping the titans of the toy industry, Hasbro and Mattel, which were mired in the single digits over the same period. From 2008 to 2010, LEGO grew its profits faster than Apple, despite competing in an industry with few barriers to entry, aggressive global competition, fickle customers, a production cost disadvantage, and no patent protection on its core product—the LEGO brick. LEGO achieved those results not by breaking with business convention but by building within it.
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Business literature is rife with examples of daring, rule-busting outfits whose heretical management practices are celebrated for unleashing organic growth. For example, there’s Google, where developers are free to devote up to 20 percent of their time to any project of their choosing. There’s Gore-Tex maker W. L. Gore, whose boss-free work environment, where almost no one has a title, has helped it produce a profit for more than fifty consecutive years. And then there’s the Brazilian manufacturer Semco, whose radical (and often successful) experiments in employee self-management—like those of Google and W. L. Gore—have been studied by legions of consultants and academics.

No doubt these business renegades are inspirational. But their precedent-breaking management systems are not easily transferable. For many companies, building a newfangled innovation model from the ground up—while struggling to nail quarterly performance targets and fend off competitors—is not a viable option.

LEGO is an inspired innovator, but it doesn’t operate out on the fringes of business experience. There’s no 20 percent time at LEGO, and there are plenty of titles. Having seen how some of the business world’s most popular strategies for unleashing innovation almost destroyed their company, the LEGO Group’s leaders instead built a clear framework for guiding every kind of innovation effort, from improving today’s offerings to inventing tomorrow’s markets.

The LEGO system for managing innovation also stands in stark contrast to Apple’s (or at least to the way that Apple’s is portrayed in the business press). Where Apple’s innovation management system was built around the brilliant but often difficult Steve Jobs, with Jobs the final arbiter of when a product was good enough to take to market, the LEGO system is far more decentralized. The Apple model, while inspiring, is hard to follow: find a peerless innovator, promote him to the top of the company, and give him the power to make the big decisions. LEGO CEO Jørgen Vig Knudstorp asserts that he could leave his company for three months and its innovation process would continue unabated; although he was intimately involved in many decisions early in its development, he and other executives designed the process to work smoothly without significant input from him.

This book digs into the LEGO Group’s practical approach to everyday innovation and shows how it helps the company’s leaders resolve the seemingly irreconcilable trade-offs confronting every organization: How can a company give people the room to innovate while retaining focus? How can it allow autonomy while ensuring accountability? How can it deliver over the short term while building for the long term? Above all, how can it work within the limits of business orthodoxy and still deliver a no-nonsense plan for expansive growth? In other words, how can a company innovate inside the box? By deftly managing those tensions, LEGO has consistently created breakout products, even in especially challenging times.

We’ve also set out to trace the LEGO Group’s extraordinary journey—from humble toy maker to a giant on the brink of collapse and back—which offers lessons both salutary and cautionary on the savviest ways to innovate, lead, and win. Along the way, we recount the creation of some of the LEGO Group’s most iconic toys and introduce you to the designers and developers who are imagining the next generation of LEGO play experiences.

Additionally, we unveil the stories behind the company’s most successful recent launches, as well as the management innovations that gave the toys’ creators the freedom and the responsibility to live up to their full potential. And we show how LEGO took the most widely heralded prescriptions for managing innovation, reinvented them, and integrated them into a system that has sent its sales and profits soaring.

By chronicling the LEGO Group’s reinvention of innovation, our aim is to help you yoke your organization’s disparate innovation efforts into one all-encompassing system. Whether you’re leading a start-up, a business unit, or a multinational corporation, we believe the LEGO Group’s innovation-management system can help you coordinate the different types of innovation initiatives you take on and work more effectively with your most passionate customers and outside partners. Our goal is to make continuous innovation less of an abnormality and more of the new normal.

Having devoted a few words to describing the book’s major themes, we want to offer a few brief thoughts on what the book is not about. Although the pages that follow offer many details and takeaways, we have purposely avoided laying out a blueprint for innovation and goading you to follow it. You won’t achieve similar results by simply grafting the LEGO Group’s innovation system onto your company’s operations. And we absolutely don’t recommend repeating the toy maker’s mistake of waiting until a brush with bankruptcy forces management to embrace deep-seated change. No doubt, when it comes to shaping the future of your team or company, you would rather avoid the wrenching pain of a turnaround and instead blaze your own, trauma-free trail. Our intent is to identify signposts and guide your efforts, not direct them.

Like every LEGO enthusiast, you must bring your own imagination and experience to the game and figure out what’s best for you and your company. After all, it’s up to each of us to make the bricks click.


[image: image]

Part One

The Seven Truths of Innovation and the LEGO Group’s Decline
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Stacking Up

The Birth of the Brick

We’ve got the bricks, you’ve got the ideas.

—LEGO catalog, 1992

NESTLED AMONG THE farmlands of Denmark’s flat Jutland Peninsula, the tidy community of Billund, home of the LEGO Group’s head offices, is in every sense a town that was built on the brick. Billund, residents say, is “three hours from anything”—a long, exhausting drive through windswept farms to either Copenhagen or Hamburg, the nearest major cities. One in four residents of this isolated hamlet owes his or her livelihood to LEGO. And with each passing hour, the LEGO Group’s worldwide reach extends outward from Billund, as another 2.2 million bricks roll off production lines at the company’s sprawling network of factories.1

Billund itself is a toy town, you might say. The LEGOLAND theme park’s castle and towers are the most striking feature of the town’s horizon. The neat rows of yellow-brick houses, topped with red-tile roofs, have the symmetry and stolidity of a little LEGO streetscape. So does the brick-inspired lobby of the LEGO Group’s headquarters, where gigantic LEGO studs and tubes protrude from the floor and ceiling. In every conference room, there’s a clear plastic bowl filled with LEGO bricks. On nearly every desk, there’s an array of extravagant LEGO creations. Watching staffers bustle along the neon-red and yellow hallways, it’s easy to imagine them as LEGO minifigures, with those sunny skin tones and preternaturally happy faces. If there is such a thing as a factory of fun, it is here, in Billund.

And yet life was no fun and games in the Billund of the 1930s, when LEGO was just a start-up. Back then, the village was little more than a smattering of farm cottages scattered along a railway line, a place where farmers scraped out a hard living from the surrounding moors. In a letter written just after World War I, Billund was dismissed as “a God-forsaken railway stopping point where nothing could possibly thrive.”2 It would be difficult to dispute the writer’s claim. The Great Depression had shattered the local economy, which was almost entirely based on agriculture. Photographs from the era show a sparsely populated Billund of humble cottages surrounded by desolate plains.

How, then, did LEGO defy the odds, ascend from a carpenter’s small workshop on the Jutland plains, and arrive in almost every playroom the world over? How has it managed to consistently deliver products, year after year and decade after decade, that fire kids’ imaginations? How was LEGO “built to last” for most of the twentieth century?

LEGO owes much of its enduring performance to a core set of founding principles that have guided the company at every critical juncture over its eighty-plus years.

First Principle: Values Are Priceless

Every venture, at its inception, is imbued with a core purpose and set of values that emanate from the founder, shape the organization’s culture, and largely define its future, for good or ill. Amazon is famous for its “customer obsession” largely because its founder, Jeff Bezos, is hell-bent on making it the “world’s most customer-centric company.” Google’s mission to “organize the world’s information” reflects its founders’ surroundings—Silicon Valley and Stanford University’s School of Engineering—where an outsize pursuit of knowledge is highly valued. And in Bentonville, Arkansas, Walmart founder Sam Walton’s frugality and competitive fire continue to define his company’s core ethos of “always low prices.”
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Billund, Denmark, in the 1930s.



Ole Kirk Christiansen, a master carpenter who founded LEGO in Billund in 1932, instilled the company’s quintessential value in its name, a combination of the first two letters from two Danish words: leg godt, or “Play well.”fn1 Reasoning that the more desolate the times, the more parents want to cheer their children, an insight that sustained LEGO through the Great Depression and subsequent global recessions, Ole Kirk used his carpentry skills to create high-quality wooden toys—brightly colored yo-yos, pull animals, trucks. And he framed the company’s overriding philosophy, which holds that “good play” enriches the creative life of a child as well as that child’s later adult life. This philosophy has sustained LEGO for the better part of a century.

Over the decades, LEGO has refined and reinterpreted its mission: to infuse children with the “joy of building, pride of creation”; to “stimulate children’s imagination and creativity”; to “nurture the child in each of us.” But on a fundamental level, the company’s goal has stayed remarkably consistent and is probably best expressed in its current iteration: “to inspire and develop the builders of tomorrow.” This collective desire—to spark kids to pursue ideas through “hands-on, minds-on” play—can be traced to Ole Kirk’s life-altering decision to devote himself and his business to the development of children. Looking back on the earliest days of his start-up, he later wrote, “Not until the day when I said to myself, ‘You must make a choice between carpentry and toys’ did I find the real answer.”3

The LEGO Group’s early years were shaped by hardship. Ole Kirk’s wife died the year he founded LEGO, leaving him with four young sons to raise and a business in the balance. He remarried two years later and guided his young company through the depredations of the Great Depression and Germany’s occupation of Denmark during World War II. Then, in 1942, a short circuit caused an electrical fire that consumed the LEGO factory, as well as the company’s entire inventory and blueprints for new toys. The cumulative effect of so many setbacks nearly overwhelmed Ole Kirk; for a time, he contemplated giving up on his start-up. But out of a sense of obligation to the company’s employees, he summoned the will to start over. By 1944, LEGO had a new factory, one that was designed for assembly-line production. The organization’s tenaciousness—its capacity to push past obstacles in pursuit of success—can arguably be traced to Ole Kirk’s stubborn determination to raise his company out of that fire’s ashes.

Today, every person who’s hired into the LEGO Group’s Billund operations gets a tour of the small brick building, with lions flanking the front steps, where Ole Kirk and his family once lived. There, they learn of another bedrock value that the company’s founder bequeathed to his company: the bar-raising principle that “only the best is good enough.”

The motto grows out of a story that’s entered LEGO lore. Back in the days when LEGO was still producing wooden toys, Ole Kirk’s son Godtfred Kirk—who had worked for the company since he was twelve and would eventually run it—boasted that he had saved money by using just two coats of varnish, instead of the usual three, on a batch of toy ducks (see insert photo 1). The deception offended Ole, who instructed the LEGO Group’s future chief executive to go back to the train station, retrieve the carton of ducks, and spend the night rectifying his error. The experience inspired Godtfred to later immortalize his father’s ideal by carving it onto a wooden plaque. Today, a mural-size photograph of the plaque, which bears the motto “Det bedste er ikke for godt”—“Only the best is good enough”—graces the entrance to the cafeteria in the LEGO Group’s Billund headquarters. It’s a signpost that summons LEGO staffers to exceptional performance.

It’s this melding of these two guiding principles—serving the “builders of tomorrow” and creating “only the best”—that separates LEGO from its competitors and helps it stand out in the global marketplace. Today, anyone who doubts the company’s commitment to quality need only consider the effort and skill that go into fabricating the nearly indestructible LEGO brick, an object so durable and unforgiving that more than half a million people have “liked” the Facebook page “For Those Who Have Experienced the Pain Caused by Stepping on LEGO!”

Second Principle: Relentless Experimentation
Begets Breakthrough Innovation

More often than not, game-changing innovation doesn’t come from one all-encompassing, ambitious strategy. It comes from persistent experimentation, which increases the odds that at least one effort will get you to the future first. The business strategist Gary Hamel underlines this notion in The Future of Management, where he asserts, “Innovation is always a numbers game: the more of it you do, the better your chances of reaping a fat payoff.”4 LEGO gets this. It possesses enough creativity to place multiple bets on new innovations and enough tenacity to hang tough long enough to collect its winnings.

Even in its start-up years, LEGO restlessly experimented with new ideas, sometimes making big bets on untested technologies. In 1946, LEGO became the first toy manufacturer in Denmark to acquire a plastic injection molding machine, which cost more than twice the previous year’s profits. (Family members had to dissuade Ole Kirk, at least temporarily, from buying another.) For a rural Danish carpenter who had spent all of his years working with wood, plastics presented a risky, life-altering challenge. The company’s leaders then displayed an uncommon degree of perseverance by spending the better part of the next decade chipping away at a big idea: how to sculpt the LEGO brick.

In a first step, Ole Kirk and Godtfred, who in 1950 was named junior managing director of LEGO, modified British inventor Hilary Fisher Page’s “Self-Locking Building Bricks”—plastic cubes with two rows of four studs, which kids could stack into little houses and other creations—by altering the size of the bricks by 0.1 mm and sharpening the corners. The result was the “Automatic Binding Brick,” made out of cellulose acetate, which featured the little studs that top today’s LEGO brick but was hollow underneath. Although the “binding” bricks were stackable, they weren’t particularly sturdy once stacked. A child could layer the bricks into a wobbly house, but it took just a poke to crash the creation. Thus, retailers returned many Automatic Binding Brick sets unsold to LEGO. It didn’t help that after a visit to the LEGO Group’s Billund factory, the Danish toy-trade magazine Legetøjs-Tidende declared, “Plastics will never take the place of good, solid wooden toys.” Despite consumers’ low regard of plastic toys and some retailers’ outright criticism, the Christiansens persevered.
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A LEGO molding machine from 1947.



Over the next decade, Godtfred continued to tinker with his “LEGO Mursten” (LEGO bricks). But the bricks still had problems bonding and often suffered from the “spring effect”—when you snapped two bricks together, they’d bind for a short time but then pop apart. Although LEGO continued to manufacture sets of bricks, they sold poorly, at most accounting for 5 to 7 percent of the company’s total sales in the early 1950s.

It took years of failed experiments before Godtfred hit on the stud-and-tube coupling system, where the knobs that top one brick fit between the round hollow tubes and side walls underneath another brick. The tight tolerances and flexible properties of the modern brick, which is made from acrylonitrile butadiene styrene (ABS), allowed the studs and tubes to remain connected through friction. That design, patented in Copenhagen on January 28, 1958, delivered what LEGO continues to call “clutch power.” When a child snaps two bricks together, they stick with a satisfying click. And they stay stuck until the child uncouples them with a gratifying tug. And therein lies the LEGO brick’s magic. Because bricks resist coming apart, kids could build from the bottom up, making their creations as simple or as complicated as they wanted.

Born out of a seemingly unending series of experiments more than half a century ago, it is clutch power that makes LEGO such an endlessly expandable toy, one that lets kids build whatever they imagine. And it is the brick that became the physical manifestation of an entire philosophy about learning through play.

[image: image]
Early LEGO brick prototypes. Notice that the company experimented with different configurations to find the right “clutch power.”



Although the brick was a breakthrough, it grew out of a long, hard slog. Godtfred’s single-minded pursuit of a far-off goal in the face of adversity is a testament to his persistence, which is too often undervalued in business. Slow, inch-by-inch progress lacks the dramatic gratification that comes with a quick hit. But in the LEGO Group’s case, it produced a winner.

In the years to come, tenacity and experimentation would continue to be prime ingredients in the company’s recipe for innovation, as the company displayed an uncommon willingness to endure setbacks while testing promising ideas. Best-selling product lines such as Bionicle, LEGO Games, and the LEGO Star Wars video game series were each preceded by years of experiments that failed to pan out. Yet never was the LEGO Group’s perseverance and determination rewarded quite so spectacularly as it was with the invention of the “real” (as Godtfred called it) brick, which would prove to be one of the toy industry’s greatest innovations.

Third Principle: Not a Product but a System

The LEGO Group’s breakaway success grew out of its ability to see where the toy world was heading and get there first. The company’s first farsighted move came when it bet on plastic toys and the future of the brick. The second came when LEGO had the insight that it must evolve from producing stand-alone toys to creating an entire system of play, with the brick as the unifying element.

Long before the first computer software programs were patented, LEGO made the brick backward compatible, so that a newly manufactured brick could connect with an original 1958 brick. Thanks to backward compatibility, kids could integrate LEGO model buildings from one kit with LEGO model cars, light pylons, traffic signs, train tracks, and more from other kits. No matter what the toy, every brick clicked with every other brick, which meant every LEGO kit was expandable. Thus, the LEGO universe grew with the launch of each new toy. An early publicity campaign summed up the company’s capacity for endless play (and limitless sales) thusly: “You can go on and on, building and building. You never get tired of LEGO.” Decades before the rise of “value webs” and Apple’s “brand ecosystem” of i-centered offerings, LEGO took a holistic view of its product family, with the ubiquitous brick as the touchstone.

The notion of a LEGO system of play came to Godtfred during a January 1954 trip to the London Toy Fair. Ole Kirk’s health was declining, and Godtfred began to oversee more of the company’s day-to-day management. On the ferry crossing the North Sea, he met up with a toy buyer from Magasin du Nord, the largest department store in Copenhagen. The buyer lamented that instead of delivering the one-off products that so dominated the market, toy makers should focus on developing a cohesive system where sets of toys were interrelated. Such a system would generate repeat sales. The suggestion stuck with Godtfred. After returning home, he spent several weeks working out the attributes that might define a viable system. He eventually identified six features, which he called the company’s “Principles of Play” and issued to every LEGO employee:


	Limited in size without setting limitations for imagination

	Affordable

	Simple, durable, and offer rich variations

	For girls, for boys, fun for every age

	A classic among toys, without the need of renewal

	Easy to distribute.fn2



Using these principles as a benchmark, Godtfred then reviewed the company’s wide-ranging portfolio of more than two hundred wooden and plastic products. He decided the LEGO brick came the closest to conforming to all six attributes and represented the best opportunity for evolving a true system of play, one that would lend itself to mass production and massive sales.

Along with a small group of skilled designers, Godtfred spent the next year organizing the LEGO Mursten sets around a single, integrated town theme. The revised sets allowed children to create the homes and buildings that had long been featured in LEGO catalogs. The sets also let kids embellish the streetscapes—and thereby discover additional play potential—through a new array of vehicles, trees, bushes, and street signs. The great virtue of the LEGO System was its elasticity. That is, a parent could purchase a kit and then, at the kids’ behest, accessorize it with any number of additional sets. Indeed, LEGO even came out with supplementary “parts packs” for just that purpose. Consisting of just one or two specialized pieces and fewer than fifty bricks, the packs were designed to be inexpensive, impulse add-ons for existing sets.

In a 1955 note to the company’s sales agents, Godtfred highlighted the philosophy that continues to animate the LEGO System: “Our idea has been to create a toy that prepares the child for life, appealing to its imagination and developing the creative urge and joy of creation that are the driving force in every human being.”

Despite Godtfred’s lofty ambition for the set, the LEGO System i Leg (System of Play) was launched at the Nuremberg Toy Fair in February 1955 to decidedly mixed reviews. Commented one buyer: “The product has nothing at all to offer the German toy market.” (Today, Germany ranks as one of the LEGO Group’s leading markets in percapita sales, outpacing even the United States.) But the buyer from Magasin du Nord, who had suggested the systems idea to Godtfred some thirteen months earlier, was so taken with the set that he arranged a lavish ground-floor display for its Danish launch.

The launch took off, as System i Leg’s early success in Denmark and its expansion into Germany nearly doubled sales in 1957 and again in 1958. More important, the set’s promise pushed Godtfred to continue experimenting and eventually develop the modern brick with its stud-and-tube coupling, which quite literally made the System click. With the brick now conforming to Ole Kirk’s exacting, “only the best” standard and the System of Play firmly established, LEGO quickly expanded its town- and street-themed sets, which included a gas station, car showroom, and fire station (see insert photo 2). Indeed, LEGO had hit on a virtuous cycle: as the System evolved and, in the years to come, took in new themes such as castles, space, trains, pirates, and much, much more, kids’ capacity for “unlimited play” grew with it. The LEGO brick’s promise was both infinite and irresistible: the more you buy, the more you can build.

Fourth Principle: Tighter Focus Leads to More Profitable Innovation

When Godtfred bet on the brick, he opted out of producing wooden toys. Dropping the toys that accounted for 90 percent of the company’s product assortment could not have been an easy decision. But Godtfred believed that too many options could overwhelm a nascent effort to create a new kind of play experience—that, in fact, less can be more. Channeling his company’s limited resources in just one area, the plastic brick, could lead to more and more profitable products getting to market. Freed from the distraction of having to create new kinds of wooden toys, designers could pour all of their talents into imagining new play opportunities for the brick.

The notion that a company should focus its resources on a clearly defined core business runs counter to much of the prevailing thinking about innovation, which holds that talented associates should have a broad canvas for creativity and be allowed to search for “blue-ocean” markets or develop “disruptive” technologies (themes we’ll return to later). But Godtfred found that the LEGO System was flexible enough to allow a great deal of innovation within a very tight set of constraints. To him, every LEGO designer’s idea was in scope, so long as that idea was built on the brick and conformed to the System of Play. In the years that followed, as designers improved their ability to extend the brick’s DNA, they went on to create a dizzying array of profit-generating products, from DUPLO bricks for preschoolers and Technic rods and beams for advanced builders to the Mindstorms programmable brick and beyond. But all of those breakthrough products came from innovating “inside the brick.” By strictly defining the boundaries of the company’s core business, Godtfred gave his designers the chance to develop a set of world-beating competencies in brick-based creativity, which LEGO leveraged for years to come. “Less is more” is a principle that many companies forget—and which LEGO itself would forget at the end of the century.

Having bet on the brick, Godtfred continued to channel the company’s efforts into a set of brightly defined boundaries. To protect the System’s integrity, he limited the range of different shapes and colors of bricks that LEGO produced.fn3 Seeking to ensure that every LEGO set was compatible with all other LEGO sets, the company’s chief executive personally vetted every proposal for a new LEGO element.fn4 Rejecting many more ideas than he accepted, Godtfred kept the number of different LEGO shapes and colors in check during the first twenty years of the brick’s existence. His laserlike focus on doing just a few things extraordinarily well—such as designing solely for the brick—foreshadowed a key leadership lesson from another serial innovator, Steve Jobs, who famously quipped, “Innovation is saying no to a thousand things.”5 Knowing what to leave out—even when it’s really good—can sometimes deliver far better results. Take, for example, the LEGO Universal Building Set of 1977. The set consisted of just a few dozen shapes in only seven colors. Even so, its simplicity and utility made it a bestseller.

Godtfred’s stringent control over the range of different LEGO pieces forced designers to create within a limited palette of options. Although it might be counterintuitive, those luminous boundaries helped designers home in on what mattered, which in turn catalyzed their creativity. The 1975 catalog, for example, featured an impressive array of different toys, including an antique Renault car, as well as a helicopter, a Formula One racer, a family of three (with two dogs), a windmill, a Wild West town, a hospital, a train (with tanker, passenger car, and mobile crane), and a train station, all made from the same limited set of shapes and just nine different colors.

Betting on the brick was a risky strategy, as it made LEGO a one-toy company. The LEGO Group’s many competitors only amplified Godtfred’s eggs-in-one-basket gamble. By the mid- to late 1950s, there were dozens of manufacturers of architectural toys, including Minibrix (rubberized, interlocking bricks), Lincoln Logs (notched wooden logs), and Erector sets (small metal beams). For a time, each of those brands was a bestseller. But none amounted to an entire system of play. And so they faded. Only Godtfred grasped the potential of a tightly focused, endlessly expandable, and fully integrated system that was built around the brick.

Fifth Principle: Make It Authentic

At first blush, it’s difficult to see how a universe composed of brightly colored chunks of ABS, the indestructible plastic that’s used to manufacture LEGO bricks, can in any way be construed as authentic. After all, the inert plastic brick, as well as the miniature boats, cranes, doors, electric motors, flags, garages, hinges, hooks, and thousands of other elements that span the alphabet from Aqua Raiders to Znaps (a kind of beam), are the materials by which a child fabricates a fantasy LEGO world. It’s a synthetic world of plasticized ninjas, dragons, the lost city of Atlantis, skeletons, treasure hunters, and a head-spinning array of other unnatural creations. And yet, for LEGO the appeal of what’s real is, well, very real.

LEGO long ago figured out that kids’ fantasy lives grow out of their real lives. That in fact, the everyday world that children observe is the feedstock for their imaginations. Well before the advent of the modern brick, one of Ole Kirk’s top-selling toys was the plastic, lifelike 781 Ferguson Traktor, modeled on the Massey-Fergusons found on many a postwar European farm. The logic was inescapable: if Dad’s got a tractor, the child should have one, too—as well as miniature hoes, cultivators, and other implements that could be attached to the toy. Today, a quick trip through YouTube reveals more than a few clips, posted by grown-up LEGO devotees, of remote-controlled mini Massey-Fergusons custom-built out of bricks.

In the mid- to late 1950s, LEGO continued to make it real by producing a series of mini metal and plastic trucks that lovingly replicated such European auto models as Citroën, Mercedes, and Opel. The first sets to present the modern brick offered town and city features that were familiar to any suburban kid: a fire station, a church, even a VW car showroom and an Esso gas station (see insert photo 2). These and later kits reveled in the promise of one of the company’s 1960s ad campaigns, which proclaimed that whatever you built with LEGO bricks, it’s always “real as real.”

In an increasingly shiny, fabricated world of concocted experiences, we hunger for the authentic. Kids as well as adults gravitate toward experiences that they sense are true and genuine. LEGO gets this. Even when LEGO ventures into a fictional universe that’s “far, far away,” as it does with its Star Wars sets, the effort is rooted in the real. When all of the kit’s 274 pieces are fully assembled, a LEGO X-wing Fighter, to cite just one example from the Star Wars milieu, strikingly mirrors the real deal.

The word authentic is derived from the Greek authentikós, which means “original.” And as we’ve seen, LEGO has cooked up its own recipe for originality. The LEGO brick is the first creation of its kind. The LEGO System of Play is unlike anything in the toy world

Sixth Principle: First the Stores, Then the Kids
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	In 1961, the company’s bricksmiths invented the wheel, a simple round brick encircled with a rubber tire, with a bearing that was innovative enough to justify a patent application. Today, LEGO produces some three hundred million tires per year, more than Goodyear or Bridgestone.

	In 1967, LEGO unveiled DUPLO, a line of bigger bricks for preschoolers’ little hands. Derived from the Latin word du-plus, “double,” DUPLO proved to be an irresistible gateway brick for LEGO. Because LEGO bricks clicked with the bigger DUPLO bricks, kids could graduate to LEGO when they outgrew DUPLO.

	In 1968, the first LEGOLAND theme park, in Billund, opened its gates. Featuring over-the-top attractions—such as the remarkably realistic, thirty-six-foot-tall Chief Sitting Bull, which required more than 1.75 million bricks—Billund’s LEGOLAND still pulls in close to 1.5 million visitors a year.
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