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    MAIN IDEA


    The best and only way to actually grow a company is to innovate – to offer customers something new. To state the obvious, innovation increases revenues because existing and new customers buy more of what you have to sell. No amount of reengineering or fine-tuning operational efficiencies can have the same impact as innovation. There is literally no other strategy by which a company can steadily increase its revenues and profits except through ongoing innovation.


    To achieve consistent growth through innovation, companies must embrace five key principles:


    [image: ]


    “How will you drive growth in your company? The solution is explainable in one word: innovation. Although cost-cutting efforts can build your bottom line because they increase the spread between gross and net, they cannot increase top-line revenue; they cannot fuel growth. To do that, you must offer customers something new. Something that they cannot get anywhere else but from you, something that solves their problem in a superior way. To do that you must come out with products and strategies that cause existing and new customers to buy more of what you sell. To do that you need to go after new customer groups with new offerings that add revenue to your top and your bottom line. Doing these things is the essence of innovation.”


    – Robert Tucker


    About the Author


    ROBERT TUCKER is president of his own consulting firm, The Innovation Resource, which specializes in the field of research and business innovation. A former adjunct professor at the University of California, Los Angeles, Dr. Tucker is the author of Winning the Innovation Game, Managing the Future and Win the Value Revolution. He is also a much sought after public speaker and has more than 15 years’ experience as a business consultant.


    The Web site for this book is www.innovationresource.com.


    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of Driving Growth Through

    Innovation (Robert Tucker)


    1. Innovation must be disciplined.


    To approach innovation as a discipline, you need to make the distinction between creativity and innovation:


    
      	Creativity – means to come up with ideas that are novel, new or original.


      	Innovation – is the process by which new ideas become products and services that then generate revenue and profits for the company.

    


    It’s all very well for a company to promote creativity but unless there is a disciplined approach to taking those ideas through to implementation, these ideas are of no practical benefit. Companies that excel at the idea-to-implementation process have a genuine sustainable competitive advantage.


    In business terms, innovation can be defined quite simply as “coming up with new ideas that benefit customers and bringing them to life”. The purpose of innovation is to create new value for customers. In practice, innovation comes in three types:


    
      	Product innovation – where a new product or service is made available which will solve the customer’s problems better than was previously possible.


      	Process innovation – where a better way of doing things is introduced. This will involve new efficiencies and new capabilities never before available.


      	
        Strategy innovation – where existing industry methods are challenged to meet newly emerging needs. This includes:

        
          	Providing new services which add value.


          	Introducing new and better distribution methods.


          	Entering new markets.


          	Developing new business models or value propositions.


          	Building new markets from scratch.

        

      

    


    Further, innovation may also come in three different degrees:


    
      	Incremental innovation – where minor changes are made which add to customer satisfaction while simultaneously lowering costs for the firm.


      	Substantial innovation – where the new development brings substantial and noteworthy benefits to customers and substantial improvements in operating efficiencies to the company itself.


      	Breakthrough innovation – where new products or services yield a significant increase in revenues and profits. Exactly what will constitute a “significant” increase will differ for each business enterprise, but usually will constitute giant leaps forward in revenue and profit levels.

    


    Some examples of breakthrough innovations include:


    
      	Gillette – who introduced its Sensor shaving system in the early 1990s as a competitive response to disposable razors that were then being marketed by other companies as a better way to shave.


      	Volkswagen – who launched an updated, restyled version of its famous Beetle model which had done well in the 1960s.


      	Dell Computer – who introduced a new business model for the personal computer industry in which computers were manufactured to order and then sold directly to customers rather than through wholesalers or resellers as all other companies were doing.

    


    Despite all the obvious benefits of being innovative, most companies aren’t very good at bringing new ideas to the marketplace. In fact, in an Arthur D. Little survey of 699 global business leaders, more than 75-percent of the respondents expressed dissatisfaction with their performance in this area. A number of other studies have confirmed there is a large and growing gap between the performance of innovative companies and those that are less adept in this area.


    So what are the majority of companies doing wrong?


    
      	Most of these companies have no organized or comprehensive system for identifying emerging disruptive changes in their industries. Thus, when marketplace conditions change, there is no enterprise-wide response.


      	Many companies have no leading indicators which tell how successfully they are coming up with new ideas. There are only lagging indicators which highlight past performance.


      	Most companies leave the launching of new ideas up to their marketing departments alone. With over 31,000 new consumer products being launched each year, it’s little wonder many new products get lost in the shuffle and fail to generate much if any growth.

    


    By contrast, companies that generate a high proportion of their revenues from new products:


    
      	Approach innovation systematically and in a disciplined manner.


      	Use leading indicators to measure success.


      	Harness the resources of their entire organizations in developing new ideas and taking those ideas through to the marketplace.

    


    The role the business leader plays in determining whether a company is innovative or not cannot be overstated. Unless ongoing innovation is a priority of the CEO, it is highly unlikely anyone else in the company will be too worried about it. The five most important things a business leader can do to encourage innovation is:


    
      	
        Have in place a formal innovation strategy.

        This should spell out precisely how the firm will organize its search for the opportunities of tomorrow. More specifically, this innovation blueprint should articulate and define:


        
          	How you define innovation for your business.


          	The new behaviors and approaches you want to encourage more of.


          	The growth goals you want to achieve through innovation.


          	The process by which new ideas will be brought to the attention of the business leaders.


          	How you intend to break down and overcome the organizational barriers which could stifle genuine innovation.


          	How innovation will become embedded in the corporate culture in the future.


          	Who will be designated as the innovation leader with responsibility for spearheading the new initiative.

        


        In effect, the innovation strategy describes how your company intends to approach innovating. By putting these principles in writing, everyone in the organization is on the same page. This type of blueprint can only be developed, of course, with the close cooperation and assistance of the CEO and other senior managers.

      


      	
        Assign responsibility for making innovation happen.

        Innovation is too important just to be left to the senior management team. Instead, everyone needs to be involved. To encourage that:


        
          	Spell out your expectations that everyone is expected to be innovative at work.


          	Promote the kind of behavior you seek by publicizing those who are acting that way.


          	Create a training curriculum for people to learn more about the innovation process, and then provide basic training in innovative thinking to everyone.


          	Select those who have the greatest opportunities to innovate and provide them with more advanced training in innovation theory.

        

      


      	
        Allocate resources and decide on risk levels.

        Good business leaders manage risk by allocating time, money and talent to innovation projects. Unless a business leader is willing to commit resources to the quest for new innovations, nobody else in the organization is likely to give this area much thought. The CEO must orchestrate the firm’s efforts in this area.

      


      	
        Develop consistent innovation metrics.

        The usual measures – earnings per share, return on investment, etc. – measure past performance only. To encourage ongoing innovation, business leaders need to introduce some new metrics that are more forward looking. Some possibilities to consider include:


        
          	Measure the percent of current revenues which are generated by products and services developed within the past two years.


          	Track the number of innovation projects currently under development in each business unit.


          	Determine the number of product upgrades introduced as opposed to entirely new products launched.

        

      


      	
        Reward innovation appropriately.

        Unless there are genuine rewards for putting forward new ideas, most people will be too busy doing what they already do. It is especially important in this area to ensure the rewards for taking risks far outweigh the negative consequences of failure. Therefore, good business leaders encourage innovation and discourage rote compliance with the tried-and-true by:


        
          	Offering rewards that are both extrinsic (financial, especially if the project has the potential to generate millions more in additional revenue for the firm) and intrinsic (being involved in a project which may change the way the company does business in the future).


          	Rewarding people who innovate by recognizing their efforts – perhaps with a personal visit from the company president or some similar recognition.

        


        “At the end of the day, what’s going to drive our business is top line growth, so innovation is vital to our future.”


        – Victor Menzies, senior vice chairman, Citigroup, Inc.


        “The way we’re going to survive is to innovate our way out of this.”


        – Steve Jobs, chairman and founder, Apple Computer


        “How will you drive growth in your company?”


        – Robert Tucker

      

    


    2. Innovation needs to be comprehensive.


    Innovation can’t just be the responsibility of one specific business unit. Instead, every unit and every functional department must be innovative for the business to excel. The key to achieving this is to provide motivation for managers and leaders built around the appropriate metrics and reward systems. Get these elements right and corporate growth must be the natural result.


    A company’s culture (made up of the organization’s values, beliefs and behaviors) has a large influence on whether or not innovation is highly sought after. If “playing it safe” is more highly valued than “take a risk and come up with something new”, it will be difficult for innovations to come to the surface. In particular, if people fear the consequences of working on something original which does not ultimately work out, there will not be much internal enthusiasm for innovation.


    With that in mind, business leaders and managers can do several things to make their cultures more innovation friendly:


    
      	Analyze where you’re currently at – how you rate on the scale between having a culture which encourages innovation and having a culture which is innovation averse.


      	
        Identify any existing barriers – all the impediments which are presently a part of your culture and which may inadvertently be choking innovation. These may include:

        
          	Lack of seed capital for developing concepts.


          	Lack of a process for explaining new ideas to management.


          	Cultural barriers that would make failures untenable.

        

      


      	Describe your current innovation process – what people who come up with worthwhile new ideas are expected to actually do with those ideas.


      	Ask how much time is presently allowed for employees to think creatively – and whether they actually have time to reflect on new ideas. To overcome this problem, you may need to set aside specified days or blocks of time just for thinking and experimenting.


      	Look at how open your culture is – with the best indicator being: “What happens to those who take risks?” If the people who try new things which fail get fired as a result, what signal does that send to everyone else?


      	Identify your mavericks – the nonconformists and free thinkers who are willing to think crazy things. Instead of trying to move these people off into a skunk works, see how else they can be used to enhance the work environment.


      	Invite ideas on how to improve or change the current system – to see whether the folks who are most directly involved can come up with ideas worth considering. You may be pleasantly surprised by how many people have good ideas nobody had ever asked them to share.


      	Examine your own attitudes carefully – and determine whether you expect new ideas to be managed by just the business leaders or by ordinary rank and file employees. Specifically, do you unconsciously eliminate thinking from most job descriptions?


      	Identify your new product champions and train more – by networking, mentoring, offering training programs and other means. In this way, you create enough champions of the future to effect change within the organization.


      	
        Recruit more innovators – that is, hire new people who fit the innovator’s mold. These are the job applicants who:

        
          	Like to ask questions and explore solutions.


          	Have broad interests and hobbies.


          	Like to act as problem solvers.


          	Are highly energetic and self-motivated.


          	Have a strong work ethic and passion for what they achieve.


          	Are resourceful and able to work with others well.

        

      


      	Achieve the optimum mix of creative styles – by filling your organization with a good balance of adaptive people (who like to enhance the existing system) and innovative people (who want to completely change all the systems). Many real-world problems call for both approaches and leaders should ensure there is a balance of the two styles available to the organization.

    


    In addition to ensuring the corporate culture has the right balance, business leaders also need to consider potential strategy innovations. This is important because no matter how well the existing business model may be operating, it will in time be challenged by newer business models which attempt to solve customer problems in better ways. Strategy innovations can occur in just about any area you can name: customer service, marketing, channels of distribution and so forth.


    The objective of any strategy innovation is to offer customers new ways to create value. The starting point for any strategy innovation is your imagination. If you can visualize a better way to serve the customer in the future, which also generates a profit for you, you’re on your way.


    Since everyone else will be trying to develop strategy innovations, it makes good sense to try and get a jump-start on your competition by trying to identify any strategic openings before they do. To do this:


    
      	
        Look for opportunities in market positioning.

        Is there a market segment which is not currently being targeted by at least one of your competitors? For example, can you somehow offer:


        
          	Less-for-less – A scaled down version of your product.


          	More-for-more – A premium version of your product.


          	Same-for-less – By running sales and other promotions.


          	More-for-less – By bundling in other add-ons.


          	More-for-same – Adding unique features and supplements.

        

      


      	
        Look for opportunities in customer outsourcing.

        Is there some way you can help customers outsource their chores, tasks or responsibilities so they can focus more time and effort on what they do best? Or alternatively, can you provide the know-how and equipment needed for customers to do things themselves they previously had to pay others to do for them? Both approaches have potential.

      


      	
        Try and better understand customer needs.

        Many industries have grown up around one set of assumptions about what customers want. If you can identify the emerging needs or unexpressed desires of consumers, new possibilities may present themselves. You may then be able to come up with an entirely new business concept which nobody else has tried. For example, once dentists stopped looking at themselves as cavity-fillers, they were then able to move into other services like teeth-whitening, cosmetic work and more. By focusing on the unarticulated but genuine needs of your customer rather than your established industry practices, it may become possible to attract new customers and increase your revenues.

      


      	
        Look to reinvent your business model.

        In just the same way as Amazon.com challenged the industry assumptions about book selling, many other companies are actively trying to reinvent themselves. For example, Progressive Insurance offers insurance based on how much a car is driven and when. Customers have a meter attached to their cars, and the company bills them monthly on the basis of how much the car was actually used. Premiums are reduced, and the insurance company’s risks are more clearly defined, allowing it to be more efficient as well.

      


      	
        Look at how you can redefine “value-added”.

        In the automotive industry, car manufacturers used to hire research firms to carry out customer satisfaction surveys. J. D. Power and Associates reversed that approach. They carried out an industry-wide survey, and then sold their findings and rankings to the automakers. In so doing, this company completely changed the market research field.

      


      	
        Rethink how your product or service gets delivered.

        Dell Computer chose not to use retailers but instead sold directly to consumers. Similarly, L’eggs pantyhose built its business by distributing its product in supermarkets and convenience stores. By considering how your products and services get delivered to consumers, there may be some substantial opportunities for innovation which are right before your eyes.


        “Not all strategy innovation is based on technology, nor does it need to be. Viable business models require imagination and passion in seeking to solve customers’ problems in superior ways, rather than simply pumping up our own balance sheets. To jump start strategy innovation in your firm, first you must foster a willingness to rethink your understanding of how your customer receives value from you. Your business model is simply a description of how your company creates


        

        

        

        

        

        

        
      

    


    

    

    

    

    
      	Have a suggestion system – where employees put forward their ideas on how to improve things. The number of suggestions generated increases if worthwhile monetary rewards are offered for all ideas adopted.


      	Build continuous improvement teams – who work to make small, ongoing incremental changes in the firm’s practices and processes.


      	Have an open door policy – where rank and file employees can schedule meetings with senior business leaders to put forward ideas their managers have not picked up on. For example, Disney has a thrice-yearly meeting at which any employee can suggest a new idea.


      	Develop new venture teams – with responsibility for developing new products and services with the potential to be breakthroughs.


      	Establish an incubator lab – somewhere where raw ideas can be refined into business concepts and then integrated into product or service offerings.


      	Use an all-enterprise approach – in which it is anticipated good ideas may come from anywhere in the organization and the person who puts them forward should have the opportunity to follow them through.


      	Set up innovation teams – people who have demonstrated skills in innovation and who can act as a resource for others in the organization who have good ideas but don’t know how to go about developing them.


      	Create innovation catalysts in every business unit – teams who are able to develop, test, prototype and launch or abandon new product ideas.

    


    

    
      	Start by assessing how ideas are presently managed. It will often be easier to build on what already works rather than start afresh.


      	Make certain you solicit ideas from everybody.


      	Whatever system you decide to go with, make it simple to access and use. Let people capture ideas as they occur, not according to some artificial timetable.


      	Have at least one person managing the system full-time, otherwise it won’t go anywhere.


      	Give people permission to bypass the chain of command when they have a genuinely great idea.


      	Build a system which responds promptly so your people aren’t left in limbo.


      	Have smart people who are innovation-savvy reviewing the ideas put forward.


      	Make it possible for the idea originator to stay involved in refining the idea whenever possible.


      	Give genuine recognition to idea contributors.


      	Develop an idea management system which fits your culture rather than the other way around.

    


    

    

    

    
      	Make coming up with new ideas everyone’s responsibility – by allowing and encouraging employees to get out into the field as frequently as possible to meet with customers and understand their needs. As a rule-of-thumb, encourage everyone to be spending at least 20-percent of their time with current or prospective customers.


      	
        Ask your best customers for their ideas – which can be achieved in several ways:

        
          	Form an advisory board and invite key customers to participate and contribute.


          	Identify your early adopter customers and give them advance warning on new developments. Get their input into upcoming products and where the market is headed.


          	Create a dedicated Web site which your customers can use to discuss new ideas and so forth.

        

      


      	Spend time watching your customers use your product or service – and see whether that dissolves some of your current preconceptions. With any luck, doing this may also bring to light some customer needs which thus far have remained unarticulated and unknown.


      	Talk with new and nontraditional customers – and find out what you need to be doing to expand the pool of people you serve. As changes occur in society, many opportunities arise to take traditional products and reconfigure them for emerging markets. Each of these may be opportunities for growth.


      	Talk with your suppliers. Share information with them about your business. Ask them where they see the greatest opportunities. Tell them your challenges and see whether they can come up with new and better ideas. Encourage teamwork and treat them fairly.


      	Benchmark and retool your idea factory – by looking at the companies which do ideas-to-results well and copying what they do right. For example, look at their culture and see how you can inject some of these same elements into your company. Analyze how they are organized for clues. Learn how they encourage employee suggestions. Find out those best practices and emulate them. Above all, look at how successful companies approach innovation in a structured and disciplined way. Many companies have found it useful to sketch out their idea-to-implementation flowchart as a way to stay organized:

    


    

    

    

    

    

    

    

    

    

    
      	
        Study previous breakthrough products – and learn from the successes they achieved. Look closely and you’ll find most breakthrough products:

        
          	Provide a solution to a customer problem that is demonstrably better than anyone else can offer.


          	Provide solutions to problems consumers weren’t even aware they had.


          	Resolve a contradiction by going against conventional wisdom. For example, Henry Ford reduced the price of the Model T when all other automakers were targeting the high end of the market.

        

      


      	Focus intensively on creating value for the user – because at the end of the day, that’s what will determine whether or not a product succeeds in the marketplace. Therefore, the key question should be “What will this do for the customer?” and not “What will this product do for our firm?”


      	Build a robust new product development process inside your organization – and send as many new products as possible through this cycle to build your in-house experience levels.


      	Use a learning strategy to try and generate some more radical ideas – by having your team probe potential new markets with early versions of novel new products to learn from what customers have to say. Based on this feedback, further versions can then be developed or else the project can move off in entirely new directions.


      	Bring together cross-functional teams – who will be able to make quick decisions because of the skill-sets and skill-mixes available.


      	Use rapid prototyping techniques – to test numerous possibilities with pilot customers before deciding on final product or service specifications.

    


    

    
      	Nutrasweet was discovered by a researcher who was attempting to find a drug for the treatment of ulcers.


      	Viagara came into existence from scientists who were attempting to stimulate receptors in the hearts of people with angina.


      	The 3M product Scotchguard was first noticed when an employee spilled a substance on her shoe and days later noticed how the spot repelled liquids and dirt.

    


    

    

    

    
      	Royal Dutch/Shell have developed an idea management system they call the GameBreaker. This involves a global network of engineers, researchers and managers who look at new technologies and extrapolate them out to see where existing industries could be attacked. In this way, the company systematically considers whether any of these technologies will be the threats or opportunities of tomorrow.


      	AT&T built a small business unit called the Opportunity Discovery Department. This band of mavericks were allowed to ask questions that challenged current revenue streams. By doing this, the company ensured its focus was not so narrow it missed obvious new commercial opportunities.

    


    

    
      	Scan and monitor the constant and ongoing changes – in consumer lifestyles, global and economic trends, technology, government regulations and more. Most breakthrough innovations occur as a flow-on effect from changes occurring elsewhere.


      	
        Develop a personal future-scan system – whereby executives systematically track new trend and ideas. In practical terms, such a system would consist of:

        
          	Make time for reading everything, even those magazines and newsletters which are outside your normal information diet. As you read, watch out for the unusual or the different. When traveling, this is usually a good time to get in some serious reading time. And if at all possible, file hard copies of articles that particularly intrigue you.


          	Expand your circle of friends and associates. Do some networking with people from other trades or professions. Attend some conferences and interact with new people. There may be some new trend in another field which can be adapted to your own area of specialization.


          	Be observant. Imagine yourself as a customer of your own business. What would be your preferences, your frustrations, your priorities. Try and fine-tune your intuition a little more.

        

      


      	Integrate future scanning with your idea management system – by assembling a multi-disciplinary team of people who read the technology publications, general interest magazines, trade journals and newsletters. The objective of this effort is to build awareness of emerging trends. These ideas are then fed into the company’s own innovation system. Doing this stimulates new thinking and encourages creativity and originality.


      	Challenge your industry assumptions – and see whether they have become obsolete by the availability of new technology. This may be accomplished by something as simple as asking questions through to more formal analysis. It may also be useful to write down the unstated industry assumptions everyone goes by.


      	Broaden your company’s definition of your own industry – by taking a fresh look at what you could actually be doing. For example, if you’re a manufacturer, what services could you start offering in the future? Many companies have generated huge growth opportunities simply by changing how the firm sees itself.


      	
        Make a strategic decision whether it’s better to be the first mover or a fast follower in your industry – because it’s not always best to be a pioneer. In fact, in many industries, the companies who are fast followers can learn from the mistakes of the pioneers, benchmark and copy what works while avoiding what didn’t. Therefore, before committing your company to becoming a pioneer, consider a few key questions first:

        
          	Do you have intellectual property rights (patents, copyrights, etc.) that will protect your know-how?

        


        

        
          	By going first, will you prevent assets or investment capital going to a competitor?

        


        

        
          	Can you achieve brand loyalty by being first to market?

        


        

        
          	Will being first enhance your reputation?

        


        

        
          	Are you addressing the mass market or a niche?

        


        

        
          	Is your management team persistent?

        


        

        
          	Are you willing and able to keep innovating?

        


        

        

        

        

        
      

    


    

    

    

    

    

    
      	
        Make everyone an idea evangelist – that is, get everyone in the organization enthusiastic about the innovation. A good idea evangelist will:

        
          	Know how to persuade others using the right message.


          	Focus on customer benefits, not product features.


          	Answer the unspoken question: “What’s in it for me?”


          	Use skeptics to check for gaps in their thinking.


          	Help others visualize the new idea.


          	Speak to the customer in their own language.

        

      


      	Focus on the customer’s mean time to payback as the cornerstone of their selling efforts – since this is the real world factor people are most genuinely interested in. Obviously, the shorter the time it takes to get a payback, the more attractive the product or service becomes.


      	
        Make it safe for customers to experiment with your innovation – by offsetting any perceived risks. There are several potential strategies for doing this:

        
          	Offer a money-back guarantee if they are dissatisfied with the new product or service.


          	Use terminology people are already familiar with in much the same way as “horseless carriages” made more sense at the time than “automobile”.


          	Encourage trials by handing out free samples and letting people actually use them. Point out that they can easily go back to the tried-and-true if they don’t like the new way of doing things.


          	Make purchase easy by offering credit terms or other purchase supports.

        

      


      	Treat the sales process as a learning experience – and educate potential customers why they need to do things differently if they want to obtain more benefits. This is a conceptual sales process just as much as selling the product or service itself.


      	Build your market gradually – and recognize this will always take longer and cost more than you first anticipated. Keep at it. As long as you keep innovating and avoid the temptation to rest on your laurels, you can and should own the greatest share of the market you build.


      	Focus on converting the early adopters and gatekeepers first – and let them convert the rest of the market for you. Personal testimonials and word-of-mouth recommendations will always be far more effective than advertising ever will be.


      	
        Be persistent – because even some of the most successful products in history took a long time to gain initial market acceptance. If you genuinely have a better product, however, you’ll get there.
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