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INTRODUCTION

The Outside Innovation Imperative



The “Customer Revolution”1 that we described in 2001 is now in full swing. Customers have taken control. Their rampant comparison shopping is eroding your margins. Their renegade behavior is challenging your business models and endangering your intellectual property. Their demanding expectations for customized products, wonderful experiences, and high service levels are draining your resources. Customers’ insistence on open access is exposing your industry’s policies and challenging your inflexible business processes.

This customer-led outside innovation movement is inevitable. It’s scary. It’s exciting. And it’s dangerous to your business if you’re not prepared.

What can you do to channel this customer energy into a positive direction—one that will power your business rather than sink it? Here’s the answer: Engage your customers in more ways to help you redesign your business, your products, your processes, and your business models.


You’ve already begun to open the floodgates by giving your customers the ability to do business with you electronically. You’ve felt the excitement of working shoulder-to-shoulder with specific customers to help them solve problems or design new products. You may have already empowered customers to solve each others’ problems. Your executives are immersed in customer meetings. You’re sprinkling your organization with customer survey data and customer loyalty scores. But that’s drip irrigation. Now it’s time to turn the spigots on full: Invite customers to play more roles in driving your business direction.

Harness Customer-Led Innovation

In this book, we’ll describe a “new” approach to the process of business innovation. In particular, we’ll describe innovation approaches that intentionally involve outside parties, most notably customers and potential customers, in the process of creating new value.

You’ll see how customers designed Lego’s highest revenue-generating product, MINDSTORMS®. You’ll discover how customers co-designed an open source telephone system that sells for one-tenth the cost of competitive offerings. You’ll learn how Staples redesigned the retail rebate process in response to customer demand. You’ll learn how GE Plastics empowers designers by providing them with direct access to its most proprietary knowledgebase. You’ll discover how Hallmark, Kraft, and Unilever have harnessed customers’ insights and creativity to drive their business decisions.

You’ll also discover how the next-generation of multiplayer games—games that would normally cost $100 million to develop—are now being co-created by the gamers themselves. You’ll see how publishers and broadcasters are not only giving away their intellectual property, but encouraging customers to create derivative works. You’ll also discover how customers are reinventing the money lending business at Zopa, how they’ve become the salesforce at Karmaloop, and the product designers at Muji.

Will your company miss the next—and by far most sweeping—tide of outside innovation? Unlike a tidal wave, which flattens everything in its path, the customer innovation surge is more like water pouring over a dam. It keeps coming. It generates tremendous energy. It powers new services and provides new growth opportunities. It opens new markets and spawns new products. It transforms industries. It changes business models. But if you aren’t ready, you won’t catch the outside innovation wave, and you may be waiting a long time to find another one. Don’t let that happen!

The Innovation Game Is Changing

I like John Seely Brown’s definition of innovation best: “Innovation is invention implemented and taken to market.”2 You create or invent a new product or a new way of doing things. You commercialize it. Customers value it. Your firm benefits through increased sales and/or usage, improved brand reputation, and better results delivered.

The Process of Outside Innovation

When business people say “we need to master repeatable innovation,” they’re referring to the innovation process. The process of innovation is the procedure that businesses use to create something new.

Outside innovation is an innovation process. You engage directly with lead users and passionate customers to harness and commercialize their ideas, and to co-design solutions that will better meet their needs. Many companies already do this. What’s new is the exponential growth in the ratio of outside innovation to inside innovation in many industries. In the software industry, for example, outside innovation—in the form of open source development—now accounts for more than 50 percent of all R&D.

The Results of Outside Innovation

When business people say “We need a predictable stream of innovations that will keep us ahead of our competition,” they’re using the word innovation to describe the results of an innovation process: innovative products. But don’t limit your thinking to products. Think about true innovation: industry redefinition, business model innovation, value chain innovation, and redefinition of customers’ problems to provide end-to-end solutions. EBay created a new industry by enabling sellers to find buyers. Apple redefined the business model for the music industry. Dell made build-to-order standard operating procedure. Those are all industry-changing innovations.

How Does Outside Innovation Differ from “Traditional” Innovation?

There’s an underlying assumption that drives traditional innovation: “our experts are smarter than our customers.” While it is certainly true that your company probably has deep subject matter expertise in a certain domain—automobile design, financial derivatives structuring, new drug discovery—it’s also true that your customers are subject matter experts in their own right. In particular, your customers know more about their context, their desired outcomes, their needs, and their constraints than you can ever hope to learn.

Traditional “inside out” approaches to innovation assume that our subject matter experts invent and design innovative new products to meet needs customers may not have even realized they have. Then our marketing and advertising departments make prospective customers aware of those needs, wrap a brand experience around our innovative products, package and price those offerings (with some market research along the way), and bring them to market.

The “outside in” approach is to flip the innovation process around and assume that customers have outcomes they want to achieve, they have deep knowledge about their own circumstances and contexts, and they are not happy with the way they have to do things today. They will innovate—with or without your help—to create better ways to do things or to design products and services that meet their specific needs. If you want to harness the power of customers’ organic creativity, you need to support their creative processes with tools, with resources, and with imagination.




HOW OUTSIDE INNOVATION DIFFERS FROM “TRADITIONAL” INNOVATION




	
Traditional Innovation
 (Internally-Driven Innovation)

	
Outside Innovation
 (Customer-Driven Innovation)


	

	1. Internal scientists, engineers, or subject matter experts lead R&D efforts.


	

	1. Lead customers and lead users drive 50 percent of your R&D agenda.



	

	2. Internal research and experimentation drives innovation.


	

	2. The structural tension between lead users’ current reality and their desired outcomes and experiences drives innovation.




	

	3. Customer requirements are collected and prioritized by product marketing.


	

	3. Customers design new business models; extend, customize, and modify products; and share their ideas and creations with one another.



	

	4. New product ideas are generated in the labs and tested in stealth mode with existing or prospective customers.


	

	4. New business models, processes, and solutions are co-designed with customers and tested with a broader customer community in an open process.



	

	5. Business processes and business models are designed by internal teams and approved by management.


	

	5. Customers are actively engaged in co-designing business processes and business models with cross-functional stakeholders and top execs.



	

	6. Chief technologists and business development officers scan the environment for buy vs. build opportunities to complement or extend existing product lines and markets.


	

	6. Customers scan the environment for complementary solutions and do the initial integration themselves.



	

	7. A small percentage of internal innovations are actually commercialized.


	

	7. Customers actively promote new products and services to one another and help build a vibrant ecosystem.










Debunking the Myths About Customer Innovation

There are two myths about customer innovation. The first is that customers can’t envision what they don’t know about. The second is that most companies already do a good job of working directly with customers in new product and process design. Both are bunk!

First, many customers can be innovators; they can envision what they’d like to be able to do and help you co-design ways to help them achieve your mutual goals. It’s also true that there will always be scientific and technical breakthroughs that come from the laboratory (or serendipity) that your customers can’t foresee. Yet we’ll show that there are an equal number of business innovations and business process breakthroughs that have emerged from customers’ desires to do things differently. You can only tap this customer creativity if you’re working shoulder to shoulder with customers, helping them transform their ways of doing things and deeply understanding their context and their motivations.

That brings us to the second point: many businesspeople think that their company does a good job of “listening” to customers and gathering their requirements, of getting customers involved in new product design, and in making prioritization trade-offs. Most organizations have a small number of people who work closely with customers, co-creating and innovating—particularly when they are engaged in the custom design of purpose-built products for a particular customer. Very few organizations make customer co-design a core competency—the starting point for all new business initiatives. Yet this doesn’t make sense. Why would you redesign your internal business processes without starting by redesigning or transforming your customers’ business processes first? You want to align your organization around the way your customers ideally want to get things done—not the way either of you does things today.

Can You Harness Customer Innovation for Competitive Advantage?

The ability to innovate is what keeps your organization at the top of its field. The faster and better you can innovate, the more likely you are to remain in the lead and be able to set the new rules of the game that others will have to follow. But the innovation game itself is changing dramatically. You no longer win by having the smartest engineers and scientists; you win by having the smartest customers.


	You win by finding the lead users in your industry and commercializing their inventions.

	You win by engaging with your most visionary customers to co-design new products and new processes.

	You win by enabling customers to troubleshoot each others’ problems, hack your solutions, and modify and extend your products to meet their needs.

	You win by engaging customers in brainstorming new products, providing new marketing and distribution ideas, and promoting your brand to their peers.

	You win by providing toolkits to your customers to design very specific solutions for themselves—customized solutions that leverage your firm’s deep domain expertise.

	You win by encouraging customers to generate new knowledge and contribute their intellectual property.

	You win by inviting customers to vie with one another in designing new products for you to sell.

	You win by opening up your intellectual property and inviting customers to design and share their creations.

	You win by encouraging customers to build on top of one another’s creations.



What is outside innovation? It’s when customers lead the design of your business processes, products, services, and business models. It’s when customers roll up their sleeves to co-design their products and your business. It’s when customers attract other customers to build a vital customer-centric ecosystem around your products and services.

The good news is that customer-led innovation is one of the most predictably successful innovation processes. The bad news is that many managers and executives don’t yet believe in it. Today, that’s their loss. Ultimately, it may be their downfall.



WHO IS A “CUSTOMER”?



Just a word about terminology: I define a “customer” as the person who consumes or uses a product or service. The customer is not necessarily the person who pays for the product or service. Payment may be made in any number of ways, including donation, advertising, sponsorship, pay-per-use, licensing, and/or by someone else in the organization or household (e.g., purchasing department, mom, or dad), or by someone outside of the organization/household (e.g., insurer, government agency, charity, or other organization). I use the term “lead user” or “lead customer” to describe an end user or end customer (again, the ultimate consumer) who is passionately interested in achieving an outcome and who will usually figure out how to accomplish that outcome on their own, with or without encouragement or assistance.






The Winning Formula for Unleashing Customer Innovation

In order to foster outside innovation, there are three key ingredients you need to have:


	1. Customers/users who are passionate about something they’re trying to accomplish or something they want.

	2. A deep understanding and appreciation by those customers/users of their current reality: their context, their situation, their constraints, how things are currently done.

	3. A clear vision by those customers/users of their ideal outcome: what it would be, how it would feel, how they would feel having achieved it, and all of their conditions of satisfaction that would need to be met.



We’ve spent the last twenty-five years identifying, interviewing, selecting, and grouping customers together to participate in our Customer Scenario® Mapping sessions. Over the years, we’ve learned how to identify the people who will contribute the most to a customer co-design session. These are the same kinds of people you should be recruiting when you set out to harness customer-led innovation.

 

Lead Customers. We use the term “lead customers” to describe that small percentage of your current customers who are truly innovative. As you’ll see as you examine the characteristics listed below, these may not be your most vocal customers, your most profitable customers, or your largest customers. They may not even be representative of the majority of your customers. But they are the customers who care deeply about the way in which your products or services could help them achieve something they care about.

For example, office supplies retailer Staples discovered a group of lead customers who were expert in managing and redeeming coupon promotions. These customers had devised elaborate systems that enabled them to keep track of all the promotions that Staples offered for different types of products, expiring on different dates, so they would be able to take advantage of these promotions when they replenished their standard office supplies orders. By working closely with these “lead customers,” Staples co-designed an innovative new coupon management process for its small-business customers.

 

Lead Users. Eric von Hippel uses the term “lead users”3 to describe an expanded group of both customers and non-customers who are passionate about getting certain things accomplished. They may not know or care about the products and services you offer. But they do care about their project or need. Lead users have already explored innovative ways to get things done. They’re usually willing to share their approaches with others.

For example, Charles Schwab recruited a group of active stock traders (both Schwab and non-Schwab traders) and discovered that many of these people had devised elaborate reporting systems they used to track and improve the success of their trading strategies. These successful traders were perfectly willing to share their secrets with Schwab and with other customers. They wanted Schwab to improve the tools Schwab offered—to make it easier for them and for others like them to achieve their goals. If Schwab had limited its recruitment to Schwab-only customers, chances are it would have missed this user-led innovation, as well as many others.

We will be using the phrase “lead customers” throughout to include non-customers, such as von Hippel’s “lead users.”

What Are the Characteristics of Lead Customers/Lead Users?

Here’s what lead customers and lead users have in common:


	1. Their self-image is deeply connected to the problem domain at hand.

	2. They are passionate (positively or negatively) about the outcomes they want and frustrated about the issues that get in the way of achieving those outcomes.

	3. They are influential in their organizations and/or in their circle of family and friends.

	4. They have thought deeply about their problem space/domain of expertise.

	5. They are insightful about their own context and they can easily articulate their conditions of satisfaction (what works for them; what won’t work).

	6. They are imaginative and visionary.

	7. They are pragmatic and realistic about the need for viable business models and win/win solutions.

	8. If they are true “lead users,” they have already invented their own solution and often are happy to share their solution with other insightful users.




How Do You Involve Lead Customers and Users in Innovation?

Once you’ve got your three key ingredients in place—passionate, knowledgeable users with clear vision and a grounded understanding of reality—the next step is to engage with them. This is where it gets dicey. As you inject lead customers into your business development, product development, and business process transformation activities, your organization’s immune system will trigger and your customers’ insights and ideas may be rejected. That doesn’t mean you should stop. Nor do I recommend that you isolate these outside innovation activities off in a lab or skunkworks somewhere. Instead, you want to surround your people with deep customer knowledge. You want to bathe them in stories of customer inventiveness. You want your staff to become endlessly curious about what their customers care about and are doing. This transition will take time and effort. We’re talking about major cultural change.

The good news for those of you in organizations which have already embarked on the outside innovation journey is that because cultural transformation takes time (at least two to three years), any of your current competitors who haven’t already started won’t be able to catch up. The bad news, for those of you in organizations that have been resisting this sea change, is that it will take you three years to get back in the game. Better get started now!

 

The Secret of Success. There is a “best practices” way to approach outside innovation. The secret is to engage with your lead customers in as many ways as possible. Your goal is to get as many of your people involved with as many lead customers as possible. Your purchasing department should be working with your customers’ purchasing departments to transform your mutual procurement and contracting processes. Your marketing organization and your product planners should be interacting with lead customers all the time, in real time. (As you’ll see, a number of companies are using the power of the Internet to create lead customer communities you can consult with 24 × 7.) Your customer support, retail, and field service people should be bringing lead customers in to co-design their ideal scenarios with the people in your operations groups so they can better understand customers’ desired outcomes and metrics. Outside innovation means just that—redesign your business from the outside in, with the help of your most visionary customers.

 

Tell Stories about Customers’ Inventiveness. The acid test is the number of stories your employees tell each other about neat things customers have done to improve their lives and their jobs using your products and services. Instill a customer story-telling culture in your organization. Celebrate customers’ success and applaud their inventiveness.

 

Measure Results. Measure your customers’ results, not just your results. Can you measure how you have transformed your customers’ business or life? Have they achieved their outcomes faster, more easily? Are they able to do things they couldn’t do before? Their bottom line is your bottom line. If you make it easy for customers to achieve their outcomes in ways that meet or exceed their vision, you’ll gain their loyalty and their walletshare. Customers who are empowered to do the things they care about will attract more like-minded customers.

 

How do You become an Outside Innovation Organization? Once you’ve read this book and are ready to take the next steps, come download my free Customer Innovation Guide at www.outsideinnovation.com. This guide provides a self-assessment tool to help you identify where you are on the customer innovation continuum and will help you to identify next steps and a roadmap for moving forward.









CHAPTER ONE



How to Harness Customer Innovation

Co-Design Business Models, Business Processes, and Solutions with Customers to Help Them Accomplish Their Goals

How do you figure out what customers really want, need, and will pay for? This is the foundational question for any business. It’s also a question to which many business theorists and practitioners have devoted a lot of thought (and ink). We were delighted to discover that Clayton Christensen, the author of two well-regarded business books—The Innovator’s Dilemma and The Innovator’s Solution—has discovered and documented a basic business truth that we’ve been practicing for almost twenty years: You design solutions to help customers accomplish their desired outcomes. We call these Customer Scenarios®; Clayton refers to them as “the jobs that customers need to get done.”


Customers—people and companies—have “jobs” that arise regularly and need to get done. When customers become aware of a job that they need to get done in their lives, they look around for a product or service that they can “hire” to get the job done…. The functional, emotional, and social dimension of the jobs that customers need to get done constitute the circumstances in which they buy. In other words, the jobs that customers are trying to get done or the outcomes that they are trying to achieve constitute a circumstance-based categorization of “markets.” Companies that target their products at the circumstances in which customers find themselves, rather than at the customers themselves, are those that can launch predictably successful products.1



We believe that what Clay Christensen groups together under the rubric “circumstances” actually includes several distinct concepts: the customers’ context, the “job” they need to do (our Customer Scenario), their desired outcomes, and their constraints (what we refer to as “conditions of satisfaction”2).

Thi concept of “jobs that customers need to do” or Customer Scenarios® is subtly different from traditional customer segmentation and needs analysis. But that subtlety is important. It’s not enough to identify a group of customers who have certain things in common for whom you are going to develop a solution; you also need to know what scenarios these customers actually care about accomplishing. What outcomes are they trying to achieve?



A customer scenario®

[image: image]

A customer scenario identifies how a customer ideally wants to achieve a desired outcome.






What’s the Relationship Between Customer Scenarios® and Innovation?

Innovation occurs naturally as a result of the structural or creative tension between what you ideally want and what you currently have. The secret to mastering the creative process is to understand and to leverage the structural tension that powers it. Once you’ve created the correct structures, creativity will take the “path of least resistance,” according to Robert Fritz, who authored a seminal book by that title.3 “People think innovation is about brainstorming; it’s not. It’s a very focused activity,”4 Frit_z explained. “Pople studying innovation should start by understanding the creative process.”

Innovation is a form of creation. Like any creative endeavor, innovation emerges from the structural tension between current reality—the way things are—and a vision—what we’d like to achieve.5

The keys to unleashing customer innovation are to:


	1. Find lead users who are already closing the gap between how they do things today and what they’d ideally like to be able to do and commercialize their innovations.

	2. Engage with your most creative, yet grounded, customers—your lead customers—to work with them to co-design how they’d like to achieve their ideal outcomes.

	3. Empower your lead customers with co-design tools and innovation toolkits so they can design their own solutions, innovating as they go (a favorite approach of both von Hippel’s and mine).



In all three approaches, the discrepancy between what customers can do today and what they ideally want to be able to do is the structural tension that spawns innovation.

How We Use Customer Scenarios® in This Book

In the case studies in this book, we’ll identify the key Customer Scenarios® that companies have addressed though customer co-design and customer-led innovation. The firms you’ll be reading about have used a number of different approaches for harnessing customer innovation. We don’t claim to have worked with each of these firms, nor do we claim that they used our particular methodology in their journeys. We offer this common terminology of Customer Scenarios® and customer outcomes for understanding customer-led innovation as a way to help us all stay focused on “the jobs our customers need to do.”
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Innovation occurs naturally as a result of the structural tension between your ideal scenario and your current situation. Truly creative people know how to generate and maintain that structural tension and use it to spawn innovative ideas and creative breakthroughs.





As you’ll see throughout the examples in the book, by understanding your customers’ scenarios—the jobs your customers are trying to do—you can help them create the outcomes they’re seeking. In essence, customers’ scenarios should fuel your business strategy.

Letting Your Customers’ Ideal Scenarios Power Your Business

How do you truly design or transform your business from the outside in? Many companies claim to be “customer-centric.” Yet too often we find disconnects between the things that customers care about and the way that companies’ resources are allocated and results are measured.

Shedding the Inside-Out Legacy of Business Design

In the inside out way of running a business, you usually design a product, wrap a brand around it, figure out how you’re going to produce and distribute it, and along the way, of course, decide to whom you want to sell it and how you’re going to describe and market it. Creating a viable business model is an important part of your business development and commercialization process. What will customers value? How much can we charge? How much profit can we make?

Then, as the business grows, you develop new products to sell to customers in the same market, and/or you diversify into new products for new markets.
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An admittedly oversimplified view of the classic product-centric approach to business model definition. You begin with your invention or product idea, figure out how to produce it, decide how to differentiate it (the brand), determine how to distribute it and identify which markets you can therefore address.





Most business executives or business school graduates probably wouldn’t describe the business definition process as following the approach we’ve just described. (They would claim that they start with a customer need and work from there.) Yet if you look at the ways in which most of today’s businesses are structured and observe the ways these businesses behave, this model—which we describe as the “old way” to design a business—is pretty accurate. Resources are allocated to product lines. Distribution channels drive business decisions. Customers are important, but they come last in the resource allocation and prioritization process. And nobody really thinks about customers’ scenarios and outcomes, except for the beleaguered customer experience executive who acts as the proverbial tail trying to wag an unresponsive dog (your organization!).

Adopting a Customer Outcome–Focused Approach to Business Design

When you take the outside innovation approach to business, you start by developing a deep understanding of your customers: the particular audience you are serving. At the core of that understanding is an appreciation of what they want and need to accomplish—their ideal scenarios.

As you and your customers work together to close the gap between their ideal scenario and their current way of doing things, you’ll be co-designing new products, new business processes, and new business models. That engine of customer-driven innovation powers your business, generating organic growth.

The ideal experience that customers want to have during their scenarios becomes your brand experience. That desired brand experience may be different for different customer audience/scenario combinations. So you may have a portfolio of customer audiences (and their ideal scenarios) and a matching brand portfolio of customer experiences. Or you may have an overarching brand experience that is instantiated differently for different customer audience/scenario combinations. For example, BMW offers a unique brand experience for owners of its cars and a different—but also unique—experience for Mini Cooper owners. Staples, the office supplies superstore chain, provides an “easy” brand experience tailored in one way for people who run businesses out of their homes, and in a different way for procurement agents and office administrators in large corporations. Whether your firm takes a single brand or a multibrand approach, the brand experience should be optimized for each customer audience and scenario combination.
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The outside innovation approach to business design: You begin by identifying a customer audience and their ideal outcome—the customer scenario. The ideal experience the customer wants to have in accomplishing that outcome is the brand experience you want to create. You develop products and services to support the customers’ ideal scenario(s), and determine the appropriate distribution channels based on customers’ needs. Customer-led innovation powers the business model, as you and your customers invent new ways to close the gaps between their ideal scenarios and the way they do things today.





The solutions, tools, services, and products that you provide to support your customers’ ideal scenarios play just that—a supporting role. Products should not be the focal point of your company. They aren’t your customers’ focal point. Customers care about the “jobs” they need to get done. They are happy to use tools and to buy and consume services that help them accomplish their scenarios. The solutions that customers need and value will change over time. As long as your product development and solution-packaging activities are designed to support and streamline customers’ ideal scenarios, and you co-develop new solutions to continuously improve those scenarios or to address new, more pressing scenarios (now that the original ones have been addressed), you’re probably on the right track.

Your distribution channels—how you go to market and distribute your products, whether direct or through agents or retailers—should be determined by your customers’ context. Where are they when they need this product or service? What’s most convenient for them?

Design Your Business from the Outside (Customer Scenario) In

For each group of customers you choose to serve, there will be several scenarios that are critical (read valuable) to them at any point in time. A good rule of thumb is to focus on one to three customer-critical scenarios for each target audience. Then move on to the next scenarios for that audience (since you’ve made it easy for them to accomplish their outcomes, they’re ready for the next transformational experience). Or focus on addressing the most crucial scenarios for a different audience. Each audience/scenario combination gives you an innovation platform—an opportunity to build and release the structural tension between the experiences the customers in that segment would ideally like to have in accomplishing their outcomes and the experience your firm currently provides.

Should All Innovation Be Customer-Driven Innovation?

Of course not! Much of the innovation that will fuel your business will come from pure R&D, from slogging away at solving hard problems—curing diseases, lowering energy consumption, lengthening shelf life, and so on (note that most of these examples are related to helping customers achieve their outcomes). Other innovations that will delight your customers may be serendipitous. Not all good things in life are designed to serve a purpose. Some things—like delicious foods or delightful forms of entertainment or new games or clothing—are the result of delightful surprises, mistakes, or improvisations.

The purpose of this book isn’t to dissuade you from engaging in other forms of innovation, but rather to encourage you to think about all the ways in which you can harness your customers’ natural inventiveness to power your growth.




Give Customers Important Roles to Play in Shaping Your Business

Natural Behaviors You Can Tap to Unleash Customer Innovation

You’ll find that customers and users play many roles in and around your business. They don’t play these roles to please you. They do because it comes naturally to them. They’re not focused on what they can do for your organization. They’re focused on what they can do for themselves. Your goal should be to empower your most thoughtful customers to play as many of these roles as you can and as are appropriate for them.

That way, passionate customers will intersect with people in many different parts of your business. You can measure how well you’re doing in harnessing customer innovation by counting the number of roles customers are playing in helping to co-design your business. You can gauge your progress in cultural transformation by noticing how many of your employees and how many departments are engaging with customers in these various roles.


Customer Roles to Engage in Outside Innovation

One of the patterns we spotted across the innovative organizations we’ve studied is that the firms that are doing the best job in harnessing customer-led innovation have engaged with different groups of customers in five distinct roles.

 

Lead Customers. Lead customers are a special breed of innovators. They innovate without being asked. Eric von Hippel, author of Democratizing Innovation,1 calls these people “lead users” because, often, they aren’t paying customers—yet. But whether these people pay for your products, or whether they are even using your products to create something new and amazing, they are thoughtful and passionate about the outcomes they want to achieve. Lead users and lead customers are the people who will design your next-generation products or business model. We’ll use the term “lead customers” to subsume both. But remember that the people you’re seeking to recruit as lead customers may not yet be current customers.

Fred Martin, a graduate student at the Massachusetts Institute of Technology’s (MIT) Computer Science and Artificial Intelligence Lab, invented the “programmable brick” that Lego later commercialized. Chris Rogers, an engineering professor at Tufts University, used the Lego intelligent bricks with his students to build robots. Because there was no Macintosh version of the graphical programming language with which these bricks were programmed, Chris modified a popular engineering software environment, National Instruments LabVIEW. Lego came to Chris after he had done this work, and partnered with National Instruments to create a commercial version of the robotics software.

 

Contributors. Contributors innovate within your company’s guidelines and provide value to your company by doing so. For example, if you offer a developer’s toolkit with which new applications can be built, your customers may use the toolkit and never contribute anything in return. True contributors, however, offer these applications to the company to share with others in the customer community. An excellent example of contributors are the thousands of “virtual instruments” or VIs—programs that mirror the appearance and functions of a physical scientific instrument—that are routinely submitted by developers to National Instruments Developer Zone, an online repository of notes, samples, and applications to be shared. The scientists and researchers who freely publish and share their ideas in scientific communities are also contributors, as are the photographers and musicians who publish their works online and encourage others to reuse them.



ROLES CUSTOMERS PLAY IN OUTSIDE INNOVATION



	
Customer Roles

	
Description
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Lead customers are a special breed of innovators. Not finding what they need, they invent new solutions themselves, without being asked. Watch them, support them, and commercialize their inventions. Engage them in co-design activities. Give them innovation toolkits that enable them to extend, modify, and/or redesign your products and services. Then watch what they do and profit from it.
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Contributors are happy to donate their work for the benefit of others. For example, contributors may create software or music or designs, and offer their creations freely to others. They contribute their time as debuggers and testers of new products and concepts. They enjoy seeing their contributions and ideas used. They may reap reciprocal benefits but that’s not a precondition. Encourage and acknowledge contributors. Make sure their contributions are recognized and appreciated.
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Consultants provide deep subject matter expertise and offer valuable guidance and insights. Invite them to become part of your company. They’ll analyze trade-offs, help you prioritize, and recommend winning approaches.
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Guides act as advisors to other customers, solving problems, offering insights, and helping create “maps” that will help other customers navigate complicated product lines or explain relationships among complex concepts. Guides classify, filter, organize, and review alternatives. They help others make sense out of confusion. They add value by creating new knowledge.
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Promoters are enthusiasts about your brand and your products. They are happy to spread the word. They come up with innovative ideas about how to attract and delight other customers. They can help shorten time-to-adoption. They may sell and/or promote your wares.








 

Consultants. Customers love to offer advice (both solicited and unsolicited) to people at all levels in your organization. These are the people whose energy you should be harnessing to supplement your internal teams’ hard work. For example, Hallmark created the Hallmark Idea Exchange (IdEx), an online customer community, in order to capture new ideas. Members of this community have participated since 2001, both brainstorming ideas among themselves and responding to Hallmark’s questions about pricing, merchandising strategies, and product needs. Hallmark has a dedicated employee who acts as the community facilitator and project leader. There are now more than 500 community members who offer that “outside” view into Hallmark’s innovation process. Customer consultants serve on committees and design teams, they validate marketing strategies, and they become advisory board members, all the time working with your employees on new ideas.

 

Guides. Guides act as advisors to other customers, solving problems, offering insights, and, often most importantly, helping create “maps” that will help customers navigate complicated product lines or explain relationships among complex concepts. When Staples set about reorganizing its online product navigation categories, it looked to its customers. The company invited more than 5,000 customers to participate in an exercise to create product categories and organize products into the appropriate categories. The American Institute of Physics engages top physicists to classify scientific research as new disciplines emerge in this rapidly changing field. Amazon.com and many other companies rely on customers to contribute product reviews for the hundreds of thousands of products they sell.

 


Promoters. Every business has its fans—those customers who refer others to do business with the company and recommend the products. Organizations that actively support these fans gain their enthusiastic referrals as well as their ongoing loyalty. For example, boutique streetwear retailer Karmaloop’s products are promoted by 5,000 avid trendsetters all over the globe. When the Mozilla Firefox browser was getting ready to launch, a community of 65,000 promoters created the marketing programs and engineered the guerilla marketing that produced one of the fastest adoptions of software ever seen.

Expanding the Breadth and Depth of Your Relationships with Customer-Innovators

In the case studies that follow, you’ll read about companies that have nurtured customers in one or more of these innovation roles. You’ll see that the more roles the company embraces and the greater the depth and duration of these relationships, the bigger the leaps in innovation and success. Notice, as you’re reading, that companies such as Lego and National Instruments work closely with their customers in all five of these roles. Notice, too, that these companies are in longtime—if not lifetime—relationships with these innovative customers. And notice that they are achieving not only impressive financial results, but they also have gained worldwide respect and recognition as leaders in their respective fields and as examples to other industries.

Roles You Play in Customer Innovation

We recommend that you formalize and coordinate the ways in which your organization harnesses customers’ involvement in each of these roles.


	Top executives, business strategists, line of business leaders, and top R&D executives should work closely with their companies’ lead customers. Lead customers are a great source for breakthrough thinking. Make sure that lead customers (not just your most profitable or vocal customers) are the ones your senior executives hang out with. Bring these lead customers together. Create a community to support them. Being a pioneer can be lonely; they really need the support of a community of peers and you can amplify their contributions to your strategy by engaging with them as a creative business co-design community.

	You need a formal program to encourage, acknowledge, and engage customer contributors for each brand or customer segment, for each product line, and for each functional area in which you want to encourage customers to contribute. Contributors typically will amplify your brand with their own creative offerings, supplement your products with their own extensions, improvisations and creative content, and improve your operations by contributing work-arounds or shortcuts.

	Customer consultants should be working with employees at all levels within the organization—product line managers, brand managers, marketing managers, operations, finance, and logistics. Smart businesses have quick communications links to customer consultants so they can use them as sounding boards for all kinds of questions and issues as they arise.

	Customer guides are the most coveted resource for pre-sales, customer support, product merchandising (helping new customers make buying decisions), personnel involved in content, and knowledge creation and management.

	Customer champions are a godsend for your brand management, marketing, and sales organizations.



Observe What Customers Do. You can’t sit back and wait for customers to innovate for you. Even in the case of lead customers, you have to be out there, looking at what customers and potential customers are doing. Try to observe customers in their natural settings. Watch how they do things, what they’re trying to do, and how they improvise or customize in order to accomplish their desired outcomes in the way that works best for them. And make sure this is a formalized and continuing project. A haphazard approach will yield haphazard results.

 

Provide Toolkits and Guidelines for Innovation. If you want to harness customers’ innovative abilities, provide them with built-in opportunities to innovate. Give them ways to mix and match, to extend your products, to customize, to extend the capabilities you’ve provided. For example, provide software tools that make it easy for customers to extend, customize, or modify functionality or services. Encourage them to share their improvisations, customizations, and extensions with others. Look for opportunities to commercialize your customers’ inventions.

 

Invite and Reward Customers for Providing Guidance to Others. The chances are pretty good that your current customers understand the advantages and disadvantages of your products and processes. Invite your expert customers to categorize and classify your information and your products in ways that make sense to other customers or prospects. Solicit their recommendations and suggestions for additional features and for new product ideas. Formalize a mechanism for soliciting customer guidance, assign a high-placed employee to facilitate and foster this community of guides, and reward customers for donating their knowledge and/or pay them for providing guidance to their peers. Take input from problem solvers and guides seriously. Their suggestions should provide your product roadmap for the next twelve months.

 

Create Customer Communities and Observe/Participate in Online Communities Your Customers Care About. Don’t just post a discussion forum on your Web site. Recruit and incent the right group of people to act as consultants in ongoing discussions with each other and with your organization. You need to provide guidelines for participation and to be explicit in your expectations of participation. When observing public discussion about your industry or products, be forthcoming in acknowledging your presence and let the discussions flow unimpeded. Provide clarification, but resist the impulse to defend your stuff. If you hear negatives, learn from them and fix the problems.

 

Put a Program in Place to Encourage and Support Promoters. Even the most loyal fans sometimes need encouragement to get the word out there. Offer your customers benefits for promoting your products and services—since it’s something they’ll do naturally, anyway. And make it easy for fans to send new customers your way by providing a referral link or packet of info to your champions. Work with customers to find out how they’d like to promote your services—the chances are that they’ll come up with an innovative promotional idea that hasn’t occurred to you. And remember, if the products they’re promoting include their own contributions, they’ll be even more enthusiastic about promoting them.









CHAPTER TWO



LEGO® MINDSTORMS® NXT

Powered by Customers’ Inventiveness

In late April 2006, thousands of Lego Mindstorms fans flocked to the Olympic stadium in Atlanta, Georgia, to witness the world finals of the FIRST Lego League1 robotics competition. More than 84,000 kids age nine to fourteen, from thirty-five countries, participated in the robotics contests, with more than 30,000 adult volunteers supporting them.

Each team’s goal: to program a Lego Mindstorms robot to carry out a complex set of “Ocean Odyssey” missions involving vehicles, objects, and animals, all made out of Lego bricks. The kids’ robots had to take a submarine off of a research vessel, map the ocean floor to find the presence of a shipwreck (flipping up marker flags as it did so); locate a water pumping station and cover it with a protective structure to keep it from being damaged; install a new segment of underwater pipeline; sample different species of fish and separate them by color; release a trapped dolphin; move an artificial reef into the correct location; clean up a cargo shipping accident by replacing the debris back into the cargo container and hauling it away; and, finally, recover archaeological artifacts from an ancient shipwreck. Whew!

At the same time as the kids’ competition was held, a large Lego convention drew thousands more AFOLs (Adult Fans of Lego) to Atlanta. The annual BrickSouth convention featured booths crammed with customer-created Lego designs. These were joined together by theme into large Lego landscapes, including a moonbase, towns and trains, castles, a Gotham City complete with Batman, and a large collection of Mindstorms robots at work and at play.

Lego products provide a great metaphor for customer-led innovation. The company has provided building kits to fuel kids’ (and adults’) inventiveness for more than fifty years. But the most interesting story about Lego’s recent turnaround is the extent to which lead users and customers (school kids, math teachers, college professors, computer hackers, and hard-core hobbyists) have been involved in co-designing the company’s most successful product of all time: Lego Mindstorms.




LEGO EXECUTIVE SUMMARY



	
LEGO Group/International Toy Manufacturer

	  
	
Case Study Focus


	
The Lego Group is one of the world’s largest toy manufacturers and the largest in construction toys. It is estimated that the world’s children spend five billion hours a year playing with Lego bricks.
      Lego is making a comeback after some missteps. Engaging customers as co-designers and consultants has been part of the secret of Lego’s success.

	  
	

	1. How to commercialize lead user innovations.
 2. How to nurture and leverage online communities for new ideas and to build customer loyalty.
 3. How to partner with lead customers and their partners to develop a next-generation product.
 4. How to engage lead customers in the design of next-generation products.




	
Target Customers

	  
	
Customers’ Issues


	
Lego targets three different customer segments for its Mindstorms product line: families (children and parents), educators, and hackers/hobbyists

	  
	
     Kids don’t enjoy passive learning.
      Parents are concerned their kids won’t be competitive in math and science.
      Teachers are unwilling to teach things they don’t understand.


	
Key Customer Scenarios®
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[image: image]


	
Customers’ Results

	  
	
Business Results


	
In 2005, 84,000 kids in 35 countries participated in the leading Lego robotics competition.
      Mindstorms-based curricula are being used in 30,000 schools with coursework available from elementary school grades through college level.
      Ten thousand adult Mindstorms enthusiasts volunteered to beta test the next-generation product.

	  
	
In 2005, the Lego Group went from a loss of €226 million in 2004 on revenues of €847 million to a profit of €94 million on revenues of €945 million.
      Lego Mindstorms has been the company’s best-selling product for more than eight years. The new version, Mindstorms NXT, is forecast to be a best seller.









Lead User Innovation Fueled the Original LEGO MINDSTORMS

It was Seymour Papert who pioneered the idea of having children build and manipulate robots by programming them at MIT’s Computer Science and Artificial Intelligence Laboratory in the 1970s. Children used Seymour Papert’s Logo programming language to control the behavior of robot turtles.

In the mid-1980s, the Lego Education Group began to sponsor this fascinating hands-on research into how kids learned by doing. Seymour Papert’s disciples at MIT’s Media Lab connected a computer running Logo software through the Lego Control Lab Interface (CLI), a device that lets you connect a computer to a number of input and output devices, like motors, lights, and sensors. Kids could build Lego houses with doors they could open and close by remote control, cars that would drive about, and Lego pets they could control from the computer software.

But these early robots had one major limitation. They had to be tethered to the computer with cumbersome wires. That limited their range and made them less than ideal for classroom use.

It was Fred Martin, now a professor at the University of Massachusetts Lowell, who first came up with the idea of turning a Lego brick into a programmable computer. If you could develop the program on a PC, download it to the memory on a computer contained on a Lego brick, then your robot could work without wires. By 1995 and 1996, Fred recalls, “We had teachers in six different classrooms in Rhode Island, using these programmable bricks. The teachers influenced many key design decisions.”2

That’s when Robert Rasmussen, then head of Lego’s USA Education Group, decided that it was time to commercialize the concept that had been pioneered at MIT’s Media Lab. “We recognized that PCs were beginning to be affordable and were in the home,” Søren Lund, now director of the Mindstorms product line, recalled. “Fred Martin had already developed the first prototype of an intelligent brick.” The Lego team realized it could develop the programmable brick into a commercial product, consisting of the construction materials for building a freestanding robot and a PC software program that kids could use to download instructions into a programmable brick to tell the robot what to do.

Identifying the Target Market(s) for LEGO MINDSTORMS

Consumer Market. “We did extensive market research, especially in the U.S.,” Søren Lund remembers. “We looked, in particular, at the home-learning market.” Parents in the United States were concerned about American kids falling behind in science, math, and computer science, and they were anxious to do more at home to improve their kids’ competitive chances in an increasingly global economy.

Lego’s market research team felt this was a group of customers that would spend money on something if they believed it would give their kids a better chance to compete.

 

Education Market. Lego’s Education Division had been sponsoring much of the Lego robotics-related research in early childhood education programs at MIT, Tufts, and other universities in the United States. They knew that PCs and Macs were making their way into schools and that early-adopter teachers were excited about the hands-on learning and level of engagement kids experienced when they worked in teams to build robots and have them perform tasks.

 

Big Differences between the Two Markets. “We knew that the two markets operated very differently,” Søren Lund explained. “In the retail market, you want a big hit. You’re appealing to kids and their parents. Retailers want something new every year. In the school market, you’re selling to teachers and school committees. You need to grow a curriculum. You start slow and build every year. You don’t want to make changes to the platform.”

Two Different Versions of the Original LEGO MINDSTORMS Product: Retail and Educational

The original Mindstorms product that Lego brought to market in 1997 consisted of a software application that kids and adults could use to program one or more programmable bricks; the programmable brick itself, called the RCX (which included an 8-bit computer); two motors; three sensors; and a kit of Lego bricks, gears, and wheels. Of course, you could add any of the standard Lego components to design your own objects and creatures.

The RCX code ran on the most popular PC platform at the time, Microsoft Windows.

Lego’s education division realized that it needed a version of the software that would run on the Apple Macintosh, the more popular platform in the education arena. “We wanted to use the same software platform for both the retail and educational versions of the product. But we didn’t have the money to fund the software development for a Mac version,” Søren recalled.

Lego’s U.S. Education Group was aware of the educational robotics work that engineering professor Chris Rogers had been doing at Tufts University. Chris Rogers’s team had been showing teachers and kids how to build and control robots through software. Chris had built his own graphical user interface on top of a software program that was widely used by engineers—National Instruments’ LabView.

Robert Rasmussen asked Chris if he could develop a simple application in LabView, which runs on both the PC and the Mac, to drive the new Mindstorms robot.

“Chris came to our headquarters in Billund to show us what he could do,” Søren remembers. “We were impressed. The education division was able to sponsor the project.” That’s how the company wound up with two different versions of software: one for the retail market and one for the education market. “In hindsight, doing two different versions of the software was probably the biggest mistake we made,” Søren now admits. It made it difficult for students who were using Mindstorms at school to use the same product at home. The two programs were too different. Despite those differences, Mindstorms has been the company’s most successful revenue generator.


How Kids Were Involved in the Design of LEGO MINDSTORMS

Of course, as with all of its products, Lego recruited kids in both the United States and in Europe to play with and test Mindstorms before its release. What was different about the testing for this product was the fact that teachers and students were involved in development and continuous refinement even before Lego decided to commercialize the product. MIT, Tufts, and Carnegie Mellon, among others, all had active hands-on learning programs in which they were combining Lego bricks and computer software to enable kids to experiment with early robotics.

Surprising Success of the Original LEGO MINDSTORMS Product

Søren recalls two main problems in preparing for the launch of Mindstorms. “We didn’t know how to describe it. And we didn’t know how many we could sell.”

The Lego marketing group had trouble figuring out what category Mindstorms was in. Was it a toy? A software product? Was it for kids? Was it for adults? “We had an open mind about how the product might be used from the very beginning. We knew we were launching a very open-ended platform,” said Søren. Like a traditional Lego product, it was a platform for the imagination. “We felt we were taking the best from the physical world—like Legos, and the best from the software world,” Søren said. “In the end, we decided to create a new category: ‘consumer robotics.’”

Forecasting sales was really difficult. “In the beginning, we really didn’t have a clue. There was nothing to compare it with. There were people who were already building robots. But they were professional people in research labs” explained Søren. During the six-month window before launch, the team had to decide how many to manufacture. “We tripled our forecasts during that half year,” Søren remembers. But they still guessed wrong. “We sold 80,000 between August and early December. We were completely out of stock by December 5th!” Søren was delighted by the product’s success and, of course, chagrined that they were out of stock before the holidays. “This was the best-selling product in the company’s entire history,” Søren exclaimed.

Lead Customer Innovation Pays Off!

From its launch in 1998 through the end of 2005, Lego sold one million Lego RCX bricks. These bricks were included in Mindstorms kits which sold at an average retail price of $199 in the United States and €249 in Europe. The bricks were also sold in educational packages designed to be used by groups of students. “The Mindstorms Robotics Invention System has been the best-selling retail product in the company’s history, measured by revenue,” Søren said. Profit margins were slim at first, but have increased over time as Lego became more efficient. The company has been able to hold the same price for eight years.

“Mindstorms has remained the most badly-forecasted product in the company,” Søren said ruefully. “We kept expecting it to reach the end of its useful life. Show me any technology platform that is still selling eight years after launch.”

First Big Surprise: Adult Hackers and Hobbyists Flocked to MINDSTORMS

Søren Lund recalls wondering a lot about the potential adult market for Mindstorms, before its release. “We had an early-adopter marketing strategy,” Søren recalls. The Lego team assumed that dads, big brothers, and professors would be the early adopters. From there, little brothers and sisters, students, friends, and family would become interested. But when Lego surveyed the buyers after the first six months, it discovered that 70 percent of the purchasers were adults who had purchased the kits for themselves.

By tracking discussion forums on the Internet3 the Lego team realized that there was a community of like-minded adults who were exchanging tips and ideas around what you could build with Mindstorms. These discussion groups had sprung up quickly in a variety of venues—robotics discussion groups, computer discussion groups, hobbyists, and gamers. Many of these user groups cross-linked to one another, so you could see how the contagion spread from one group of hackers and hobbyists to another. “These guys were fun to watch,” Søren remarked. The customers knew the Lego executives were listening in to their conversations, because when they talked about things they liked and didn’t like, and things they wanted to be able to do with the product, they’d often close with “Are you listening TLG?”—their name for The Lego Group.

Lead Customers Began “Hacking” and Extending MINDSTORMS

“Before we launched Mindstorms,” Søren recalls, “we had had many internal discussions about whether or not to open up the software to outside developers. Our legal group was adamant. ‘No,’ they said, ‘you don’t let customers change a Lego platform.’” What Søren had in mind was not to open up the platform, but to provide the information that would enable smart people to take advantage of its functionality. “We wanted to provide a software development toolkit that would enable software developers to write their own applications,” he said. “But the software development toolkit wasn’t available when we launched the product.”

So the Lego team watched what happened. Sure enough, clever customers quickly figured out how to “hack” the microcode that was programmed onto the RCX brick. Lead customers had opened up the platform for others to extend and write to, even without Lego’s software development kit. According to Paul Wallich, “Mindstormers exchanged information through mailing lists…and through LUGNET, Lego Users Group Network. Development during those early days was fast and heady.” For example, in one rapid exchange that lasted two days, two members of this community of innovative hackers designed

















































































	1. Lego identified (and sponsored) lead users who were inventing new capabilities (intelligent bricks, robotics software for kids) and then commercialized their innovations.

	2. Lego commissioned one of these lead users/customers—Dr. Chris Rogers at Tufts University and his students—to develop the robotics software needed for the educational market.

	3. Lego continued to work closely with these lead users and their end customers—teachers and students—as they took the commercial product (Lego Mindstorms) into the market.

	4. Lego quickly identified an emerging and unexpected audience (adult hobbyists).

	5. Lego executives tracked Internet Usenet groups and online discussions to monitor what lead customers cared about.

	6. Lego sponsored its own online community and lured the lead customers to join the Lego-sponsored community as well as their own LUGNET community.

	7. Lego executives watched lead customers hack its products, and embraced and encouraged their creativity.

	8. Lego sponsored competitions for innovative use of its products by customers (kids, teachers, hobbyists) to identify new product possibilities, generate excitement among the community, and create awareness in the market.

	9. Lego listened to its lead customer—Professor Chris Rogers—and decided to partner with a like-minded technology provider—National Instruments—for the software needed to drive its next-generation product, eliminating the “not-invented-here” mindset.

	10. Lego recruited lead customers as consultants to co-design its next-generation product.

	11. Lego selected beta testers who would both promote and enhance the new products from among its lead customer base.

	12. Lego provided customers with an open toolkit to extend the product’s capabilities.











	Watch lead users carefully. Sponsor their research with your products. Be ready to commercialize their great ideas.

	Listen carefully to what customers are trying to do with your products and let them know you’re listening.

	Identify and appreciate the different customer audiences you have. Gain a deep understanding of what those customers are trying to accomplish—their Customer Scenarios®—and make sure that you are supporting them in achieving their desired outcomes.

	Establish and nurture customer communities.

	Give users the tools, information, and capabilities to extend your products.

	Be willing to relinquish control and follow where customers lead.

	Engage lead customers to co-design your products.

	Sponsor activities that enable customers to gain recognition and respect from their peers.

	Encourage your customers to be your voice in the market.



















	

	  
	


	

	  
	

	1. How to provide tools to support customer innovation.
 2. How to support lead users and follow their lead
 3. How to foster online communities to support customer innovation.
 4. How to recruit lead customers as consultants.



	

	  
	


	

	  
	


	

	  
	


	

	  
	


	

	  
	


	

	  
	


	

	  
	


































	Further the company’s mission of providing a ubiquitous software tool to customers for measuring and analyzing the world around them.

	Learn from the challenge of developing a user interface for kids, something that would make their software for professionals easier to use.

	Inspire tomorrow’s engineers and scientists in the K–12 classroom with a fun and exciting tool for invention and innovation.
















	Bobsled Trials Performance Monitoring. LabView is used to monitor trial runs for bobsled competitions. By combining sensors on the bobsled with video of each run, the data and video signals are synchronized and analyzed to allow the athletes and coaches to analyze and improve their performance.

	Oil Rig Monitoring and Testing. Engineers at Key Energy use LabView and National Instruments hardware to improve oilfield safety by monitoring a widely distributed fleet of rigs. Data such as gas levels and engine performance are collected from each rig and sent via satellite to the corporate office. Having access to quantitative monitoring of rig operations at numerous sites gives the company the ability to see the best operating practices for each area, procedure, and even individual operation.

	James Webb Space Telescope Automation. LabView and National Instruments hardware are used to design a test application that can actuate tens of thousands of microshutters for millions of cycles while logging data, acquiring high-resolution images, and monitoring and controlling the test environment. This gives NASA engineers the ability to run custom shutter actuation tests while monitoring and controlling the test environment.

	Magnetic Imaging System for Infants. Using LabView and National Instruments hardware, researchers have developed a non-invasive magnetic imaging system to spatially and temporally map the magnetic fields generated by brain activity in infants at severe risk of developing cerebral palsy and epilepsy, so that medical doctors can intervene at an early stage.

	Testing Cochlear Hearing Implants. Cochlear Ltd., a world leader in the technology of implantable hearing devices, used LabView and other National Instruments products to create a suite of automated test systems for hearing implants that provide greater flexibility and functionality with 30 percent less development time.

	Testing Microsoft Xbox 360 Controllers. Using LabView and National Instruments hardware, Microsoft has developed a comprehensive test system for the company’s next-generation video game console. The Xbox 360 controllers, available in both wired and wireless versions, undergo more than 100 tests, created with LabView, to ensure a quality gaming experience.
























	1. Requirements Gathered in the Field. National Instruments’s field engineers meet with customers constantly. As engineers encounter new customer requirements, these are fed directly to the product managers for the appropriate product.

	2. Discussion Forums. Each NI product has its own vibrant discussion forums. These are primarily used by customers to ask technical support questions. It’s natural to find lots of product suggestions and ideas interspersed among the “how do I do this?” or “has anyone solved this problem?” kinds of questions. But these problem statements and suggestions—many of them really good ones—are buried within the discussion threads. Since the LabView discussion forum alone averages 4,500 posts per month, LabView customers have taken it upon themselves to pull all of the product ideas out of the general discussions and to post them in a single “product ideas” thread every month.

	3. Product Suggestion Center. When customers have specific ideas for improvements to existing features or new features of functionality they would like, they are encouraged to go directly to the online Product Suggestion Center. This public area of the Web site is managed by National Instruments’s R&D group. NI’s R&D managers monitor these customers’ suggestions carefully and incorporate them into their feature planning activities.

	4. Beta Program. Like most companies, NI encourages customers to provide feedback on features that are under active development through formal beta programs. Early user feedback in the form of bug reports and usability suggestions are incorporated into the final product.

	5. LabVIEW Developer Feature Brainstorming Forum. Even with all of these opportunities for user input, NI realized it still wasn’t tapping the considerable customer brain trust at its disposal when it came to garnering ideas for future versions of the company’s flagship LabView software. So in late 2005, the company added a forum in which the LabView R&D team can solicit direct feedback on new features and technologies it is considering, involving customers in discussions and decisions about design trade-offs, and holding virtual brainstorming sessions.
















	1. Supported lead customers in developing products for unmet needs.

	2. Restructured their pricing model to meet the needs of the education and consumer markets.

	3. Provided a powerful toolkit with a simple interface that can grow with the user as he becomes more proficient.

	4. Recruited passionate lead customers to specify requirements for next-generation products.

	5. Created and nurtured vibrant customer communities.

	6. Encouraged customers and partners to extend the product, and to develop and share applications.

	7. Formalized a lead user program.













	Support lead customers who take your products into new markets.

	Encourage lead customers to recruit your business partners.

	Foster and nurture customer communities.

	Encourage customers to strut their stuff, share their applications, and solve each others’ problems.

	Encourage storytelling; celebrate customers’ inventiveness.
 
	Make customer innovation part of your corporate culture.

	Create customers for life: start at the age of three and keep going!
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