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Strategyn

e Rick Norman

— Innovation and Growth Strategy Advisor
— Director, Programs for Innovation

* Strategyn — Innovation Management
— Help clients grow their revenue; create value for their customers
— Different kind of consulting firm

* Practitioners and team leaders in the innovation process
* We work with you to make a difference

* Drop by and say Hi!
— Win an IPod Nano — enter business card raffle

— Introduce yourself and learn how we’ve successfully helped companies
with their innovation efforts
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Today’s Agenda

o Innovation Discoveries Overview
o What problem are we trying to solve?

o What is ODI? Why does it work? What key discoveries about
innovation does ODI embed into its proven innovation process?

o A short practical exercise

0 Q&A
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Tony’s Journey

Witnessed many product failures at IBM

Got tired of programs that didn’t work

Set out to discover the truth about innovation

Have worked 20 years to advance the innovation process

Created the most advanced innovation process in the world

Implications are far reaching
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What Problem Are
We Trying to Solve?



The Innovation Problem

Innovation is universally
inefficient:

o Venture capital

o Start ups

70-90%
failure rate

o Entrepreneurs

o Large corporations

Traditional innovation is an art - 90-
not a science , 80
g 70-
5 60
f 50
_ 2 40
Hypothesis: N ——
Lack of precisionin = 2 2
Lack of precision out! P | ‘
Core New New
Platform Platform Market

(sustaining) (disruptive)
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What Is Innovation?

Innovation is the process of devising a product or service
concept that satisfies the customer’s unmet needs.

Discovery ) Build Testing and
Stage Scoping Business Case | Development \Falldatmn Laun:h
l
Idea Screen Second Gofto Gqto Eum PnstLaunth
Screen Development Tesfing Launch Review

Development is the process of designing/engineering a
product or service concept approved for creation.
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It’s Like Solving an Algebraic Equation ...

OX+Y=3 and X-Y=4

\ / VlriaLles

Constants

Variables
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Two Paradigms:
|deas-First Versus Needs-First
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Dynamics of the Ideas-First Approach

Successful innovation is a numbers
game ... the more ideas, the better

The goal is to fail fast — quickly
evaluate ideas to see which are
best

Evaluations are conducted without
knowing all the customers needs ...
proxies are used

This approach is guesswork - it
leads to failure 70-90 percent of
the time

[
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Select a Concept

Brainstorm

Evaluate
and Filter



Dynamics of the Ideas-First Approach

There is no agreement on what a
need is

Without knowing ALL the
customer’s needs or which are
unmet, companies devise solutions
and test them with customers

“"Refinements” are made through —. _
an iterative (often conflicting) Concent Coneant
testing/refinement process C—

This approach is also guesswork -
it leads to failure 70-90 percent of
the time
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No Agreement On What A Need Is

MANY SOURCES AMBIGUOUS INPUTS

* Interviews Delighters WANT

* Customer visits

» Focus groups Solution

* Ethnographic

interviews
* Customer panels +

* Quantitative surveys

constraint

1d3ONOD

Specification
Exciters

WISHES

NEED

must haves
* Lead users latent need

* Competitive analysis

* VOC table stakes B E N E F l T

expectations Customer experience

o ﬁ{}
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Myths About Customer Needs

+* Customers don’t know what
they want

L)

*» Customers can’t articulate their
needs

L)

4

%* Customers have latent needs

L)

4

** Needs change quickly over time

L)

.... companies cannot know all the
customer’s needs

14 2 D);
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An Effective Needs-First Approach is

1. Companies must

first uncover ALL
the customers’
needs - ALL

. Next, they must

determine which are
unmet

. Lastly, they must

devise solutions
that specifically
address the unmet
needs

Required
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What Is Outcome-Driven Innovation?

8 Discoveries That Created ODI ...

... tO solve...

camp



Discovery 1: Its All About the Job

People buy products to get jobs done...so when it comes to
innovation, the job must be the unit of analysis

“"When customers find that they
need to get a job done, they ‘hire’
products or services to do the job.”

Clayton M. Christensen
Open an artery
Deliver drug therapy
(infusion)

“The job, not the customer, is the fundamental
unit of analysis for a marketer who hopes to
develop products that customers will buy.”

L e e

Clayton M. Christensen

Access

_ savings
Advance slides
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Discovery 1: Its All About the Job

* Products come and go - the job is the stable, long-term
focal point around which value creation should be centered

« Customers migrate to products that get the job done best -
they are “loyal” to getting the job done

« The goal of innovation is to devise ways to help customers
get a job or jobs done better.

SN . e
@) e R
Ny 71 '\
4000 BC+ 1000 BC+ 30 AD+ 1908+

[ Job: close a surgical wound
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Discovery 2: Figuring Out What a Need Is

What a customer “"need” is becomes clear when the
job is the unit of analysis

19

Customers intrinsically
use “"metrics” to define
the successful
execution of a job

These metrics (or
desired outcomes) ARE
the customer’s needs

The jobs perfect
execution reflects the
customer’s true
definition of value

e Metric 1
e Metric 2
e Metric 3
e Metric 4
e Metric 5

Core Functional Job

e Metric 31
e Metric 32
e Metric 33
e Metric 34
e Metric 35

Process Process
Step 1 Step 2

Process

Step 3

Process

Step 5

r
I
I
I
I
I
I
I
I
I
I
I

Process
<

Step 4 |

Desired outcomes are the metrics
customers use to measure the successful
execution of a job (50 — 150 per job).

Improve:
*Speed
Stability
*Output

See Giving Customers a Fair Hearing, Sloan Management Review, Spring 2008
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Discovery 2: Figuring Out What a Need Is

What a customer “"need” is becomes clear when the
job is the unit of analysis

Job: Farmers growing corn

© Select the i

: —> Fertilize the crop
: seed

. Control the

: insects : Prepare the Plant the

: : 5 . — >

: soil seed

. Control the

: weeds

Assess Market Dry the Harvest
] — — “—
yield crop harvest the crop

Grow the
corn

Protect
the crop



Discovery 2: Figuring Out What a Need Is

What a customer “"need” is becomes clear when the

job is the unit of analysis

. o
Job: Farmers growing corn

Minimize the time it takes to get consistent soil
texture when preparing the soil

Minimize the time it takes to get the optimal soil
moisture level for planting

Increase the likelihood that the pH of the soil is in the
desired range

Increase the likelihood of beneficial organisms living
in the soil

Minimize the time it takes to measure the nutrient
level of the soil

- Select the seed —_—
Control the

insects .

H >
Control the

: weeds

Increase the likelihood that the nutrients in the soil
are at their optimal level

Minimize the time it takes to remove rocks from the
soil that could cause damage to farming equipment

Assess Market Dry the
G G—

Minimize the amount of soil erosion during wet
weather

yield crop harvest

Minimize the time it takes to for the stalk residue to
break down into the soil after harvest

direction of improvement... unit of measure ...

21

object of control... contextual clarifier
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Discovery 3: The Universal Job Map

A job map provides the structure needed to ensure all
customer needs are captured

Define Locate Prepare Confirm

e Plan » * Gather » °* Setup » ° Validate

. e Select e Access e Organize ¢ Prioritize

 Determine * Retrieve » Examine * Decide

E A 4

Conclude Modify Monitor Execute

* Store < e Update < o Verify < e Perform

. ¢ Finish e Adjust e Track e Transact

e Close ¢ Maintain e Check e Administer
See The Customer-Centered Innovation Map, HBR, May 2008

oD camp



Discovery 4: The Needs Hierarchy

Concept innovation and design innovation are two different
things but can be handled similarly

Concept innovation — Product design innovation -

|
devise a new concept to | Improve a new concept or
p p p
Core Functional Job address unmet needs : an existing product
|
Other Functional Jobs Emotional Jobs | Consumption
I Chain Jobs
| e Purchase
v v v Y I * Receive
Jobs Jobs : e Install
Indirectly Directly Personal ial e Set-u
Related to Related to Jobs Social Jobs | - lLen rnpto Use
Core Job Core Job |
e Interface
", . | e Transport
Position solution :  Store”
JobMap v I e Maintain
] ' e Receive
|
: Process Process Process ! * Outcome 41 I support
I /Step 1 > Step 2 > Step3 [ | | e Outcome 42 |
\/ | e Outcome 43  Upgrade
. 8u§comeé ! e Outcome 44 | e Replace
e Outcome Process | Process 4= - Outcome 45 i
e Outcome 3 Step 5 | Step 4 [ | -’ I e Dispose
e Outcome 4 : |
e Outcome6 | 777 ° -
Desired outcomes are the metrics Inputs needed | Inputs needed to
customers use to measure the to | Design/Support
successful execution of a job. Create Solution | Solution
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Discovery 5: The Opportunity Algorithm

The opportunity algorithm makes it possible to precisely

Typically 50-150 for ANY job

24

identify and prioritize unmet needs in any market

Not
Somewhat Very Extremely
: = 2 el T s Important L]l L Important Important
How important is it that you are able to....? All
Increase the percent of individuals who receive the 0 0 0 0 0
information at the same time 1 2 3 4 5
Minimize the time it takes an individual to process 0 0 0 0 0
the information once it has been received 1 2 3 4 >
L ) . Not Satisfied Somewhat Satisfied Very Extremely
How satisfied are you with your ability to....? At All Satisfied Satisfied Satisfied
Increase the percent of individuals who receive the
information at the same time 9 9, Qs 4, Qs
Minimize the time it takes an individual to process 0 0 o 0 o
the information once it has been received 1 2 3 4 5

Opportunity = Importance + max (Importance — Satisfaction, 0)

See Turn Customer Input Into Innovation, HBR, January 2002

-'.";;5:}{}

camp



Satisfaction

25

Over-Served

Ripe for
Disruption

Potential for
Disruption

. L4 J/ Opp>12 S
* 3‘ * Hjgh Opportunity
‘ ‘ // ‘ /, ‘ ,/
o ".%l 0 » ¢ /
0000 P g
e % w0 b e—
‘ ’ ’/ ,, ,//
; e e
/ /" Opp>15
/! /! . Extreme
/ - - Opportunity

able . Limited,”

Stakes .* Opportytiity
/O/pp >10,/'

./ solid Op

Disruption,
Cost
Reduction

Address
Adjacent
Markets

Appropriately Served %

Under-Served

a

Importance

e’ Q

Value
Creation
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Discovery 7: Focused Idea Generation

Unbounded brainstorming doesn’t work;
focused idea generation does

Traditional brainstorming is unfocused and unstructured - not
aligned with customer needs; success is measured by the
number of ideas; evaluation is a challenge

« ODI discoveries enable...

— the customer’s unmet needs (jobs and
outcomes) to be known in advance

— idea generation to be structured and
sequenced correctly

« only like-type ideas to be generated for evaluation,
e.g., platform, business model or feature

« ALL criteria (including needs and company criteria)
to be known during the idea generation process

« TRIZ and other creativity triggers to be applied
with precision

26 ﬁ‘%}ﬁ{} cCa m [:)




Discovery 8: Precise Concept Testing

Ideas can be evaluated with precision when all the needs
are known

... Concept testing is traditionally
performed by asking customers if
they like a product - but the
needs are unknown...the results
are often conflicting and
inaccurate

Criteria Category Criteria

Ideas

Tdea A

Tdea B

Tdea C

Tdea D

Tdea E

Tdea F

- -
) . Costomer's level of saiisfaction of targeted oLicomes on diagnosing problems are
ustomer irmproved by the Feature - End User [enter number of otcomes addressed by concept)

Custorner's level of safsfaction of targeted oLtcomes on resolving problems are
improved by the feature - End Ussr (snter number of outcomes addressed by

concepi]
e X e C u e W e I I a e I l e e S a I e Custorner's level of <atiFaction of targeted outcomes on diagnosing problems are
imeraved by the feature - Servicer (enter number of outcomes addressed by concept)

Custarners lewel of satisfaction of targeted autcomes on resolving problems are

improved by the feature - Serviser (snter number of outcomes addressed by concept)
I I O W I I Custorner's level of sasfaction of targsted oLtoomes is improved by the feature -

Servicer (enter number of oulcomes addressed by concept)

Fercent probability that the featLre cannot be copied by 3 competitor (enter 5 for

Company xiremely high and 1 for ot at ll)

Percent prabability that the feature erects barriers o competitive entry (enter 5 for

-
° exiremely high and 1 for nal o oll)
Percent probability that the Festure can be used in mulliple product ines in the targsted

rowth path [enter 5 for extremely high and 1 for not at all)

Percent probability that the technologies chosen for the feature are technically

. =
compatible, =0 able to interface, nork togsther. fit together. etc. (erter 5 for extrernely
e q u a I l I I e hich and 1 for rot at alll

27 o
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Discoveries Led to a More Precise Language

3 STRATEGYN

The Language of Innovation

28

Confusion about
innovation is removed

Organizational
learning is enabled

Needed downstream
activities are clear

Process improvement
is possible

Vv
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Outcome Driven Innovation® - ODI

o Emerging standard - like Six Sigma for
marketing and innovation management

o HBR Best Practice

o Proven effective in multiple industries
over 18 years of application

What Customers Want Anthony Ulwick
McGraw Hill, September 2005 Harvard Business Review
o ..

The Customer Centered Innovation Map Anthony ey
Ulwick & Lance Bettencourt '
Harvard Business Review May, 2008

STem— Turn

Customer Input | |
Giving Customers a Fair Hearing Anthony fflt‘_’_’.""o")";"”
Ulwick & Lance Bettencourt — "
. .

Sloan Management Review April, 2008

Turn Customer Input Into Innovation Anthony
Ulwick
Harvard Business Review January, 2002
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Over 18 Years of Corporate Validation
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What Makes This Approach Powerful?

Offers the potential to achieve 80%
success rates

Provides a metric-based system for value
creation

Provides a complete, unambiguous
innovation language

Effectively addresses all innovation
possibilities
Enables continuous innovation

...all the discoveries work together in a
precise, replicable system
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What Elements Are Key To Success?

. See innovation as a process
. Select an effective innovation

process for adoption

. Develop a competency in utilizing i N7 -
the selected process o | || R e S
. Invest in infrastructure to sustain e ek
the competency —-withstand ERD CER || R ) REES) R
attrition / s e el L
Discovery Build Testing and
Stage Scoping Business Case  Development I||.r'i|||||:|.=1|tu:nn Launch
I,
HOEOBOBOBOEC
Idea Screen Second Goto Goto Go tu Post Launch
Screen Davelopment Testing Launch Review
2 Q) camp



Cell Phone Group Exercise

What are the most important features of your cell
phone?
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Cell Phone Group Exercise

What would you like to do with you cell phone that you
can’t do now?
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Questions and Answers
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The Structure of a Need Statement

Direction Unit of Measure Object of Control

A A A
r \ ' I

Minimize ... the time it takes ... to verify the accuracy of a desired outcome
with a customer, ... e.g., its meaning, completeness, exactness, etc.

- _J ~— _—
' Dl

Contextual Clarifier Example of Object of Control
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o Years have been spent studying what practices
introduce variability

o The statements are structured so as to limit
variability

o Structure, content, format and purpose are clear
o Rules have been developed to ensure conformity
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