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Qur first-place innovator for the third year in a row, Apple is a master of product and store
design. Now that it's invading the cell-phone market, will it continue its winning streak?

It didn't invent search advertising but lifted it to its current heights. Google's famously chaotic
innovation process has plunged it into everything from radio ads to online office software.

Toyota's dominance in hybrids could lead to the first plug-in electric auto in the next four
years. Now the No.l carmaker, its continuous improvement process is copied worldwide.

CEO Jeff Immelt's push for “imagination breakthroughs,” or growth opportunities of $50
million to $100 million, are increasingly leading GE into emerging markets and green tech.

To some, Microsoft is more fast follower than leading innovator. Still, the software giant's
massive R&D budget generates creations that help ensure Windows' and Office’'s hegemony.

After years of scouting for new products outside its walls, P&G has mapped the innovation
strengths of global regions. CEQ A.G. Lafley is pushing for more disruptive new ideas.

The legendary Post-it Note is just one of 3M's many creations, which include everything from
dental fillings to roofing shingles. Next on its list: diagnostic tests for infectious diseases.

CEQ Bob lger is refueling Disney's creative culture, quashing bureaucracy. Moves such as
putting ABC shows on iTunes and acquiring Pixar helped move Disney up our list.

Last year the tech services behemoth held an online brainstorm with 150,000 people to
dream up new ideas. |t hosts annual symposia with outsiders to collaborate on forecasting.

This traditional tech hardware maker is devoting more resources to software. To turn its
Playstation 3 console from living-room box to virtual gateway, it created a 3D online world.

Wal-Mart is struggling with growth. But its "green” actions, such as using its leverage as the
world's largest retailer to cut suppliers’ packaging waste, helped move it up our list.

Headed by a former R&D chief, Honda has been known for its fuel-efficient cars, But its
environmental approach isn't limited to autos. Next up: solar panels and a fuel-sipping jet.

To build sales in emerging markets, managers spend time in the homes of local customers.
That has led to features for illiterate users such as an icon-driven handset directory.

The coffee chain's 50-person R&D group created eight new flavors last year. It also started
its own music label and partnered with outsiders to publish books and produce movies.

Target stands out from its discount rivals by selling designer-inspired products. Innavative
marketing, such as buying all the ads in one issue of The New Yorker, has also set it apart.

BMW is flat, flexible, and fast-reacting. Employees are urged to "break the rules” to cut costs
or push through winning ideas, such as the Z4 coupe, which higher-ups initially nixed.

Samsung stays ahead with intensive investment in new facilities and production systems.
These days, it's focusing on the convergence of technologies and phone features.

Most of its businesses, such as credit card or mobile virtual networks, are collaborative:
Virgin supplies the branding and customer service while partners put up much of the cash.

The world's largest chipmaker, Intel is making big headway in health care. It recently
previewed its most powerful chip to date and is planning a $2.5 billion plant in China.

The online retailer is now innovating its business model, turning its backroom operations
into a digital utility that rents out computer power and warehouse space to other firms.
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Technology Uncertainty

“New” NPD Process

High

Low

“New” New Product
Development
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- "New” New Product Development

3EA: AlBHE
(Market
Development)

124: JISHE 224 MSHE

(Technology (Product
Development) Development)

=

= Technology Development
Build technology platforms
= Product Development (“Productization”)
Move new technology into products quickly
Product revision postponed to later models
= Market Development
Need for speed: enter quickly without conventional testing
Market education
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Ol =il 0] M i} OLOIHI3 R&D

= Metcalfe: “Invention is a flower, innovation is a weed.”
L IA Ol =2t-3F(effective surprise): “"Ah..of course!”

= O|tfjo]Mo] &I
HZ (inspiration) 1 & o|M XX E 5}
- IDEO
RS L =
- Drucker: 7 Sources of Innovation
AH| A}
- Thomke and von Hippel2| “Toolkit approach”
O|H|| 0| M OFZ A4 (open innovation)



The IDEO Way

<+ IDEO’s Best Practices of Innovation
m Brainstorming, a real one.
= Rapid Prototyping: Boyle's Law
m Culture of innovation: “passion” team

INNOVATION BEGINS WITH AN EYE 23

THE PERFECT BRAINSTORM 53

A COOL COMPANY NEEDS HOT GROUPS 67
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PROTOTYPING IS THE SHORTHAND OF INNOVATION 101

Nnnovation! -
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Tom Kelley j
Jonathan Littmar The o “Innovation

EXPECT THE UNEXPECTED 147

BARRIER JUMPING 163

=
CREATING EXPERIENCES FOR FUN AMD PROFIT 193
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ldeation Tool

TOOL: METHOD CARDS

One way to score a winning hand in the
innovation game: decks of cards issued by
the Foresight & Innovation team at Arup, a
leading-edge engineering design firm, and
IDEO, a top innovation consultancy. These
portable stacks of idea-inspiring images,
social and technological trends, and market
statistics aim to spark creative thinking. Con-
sultant Creative Advantage also has a deck.
For the paper-averse: KnowBrainer cards are
also available in a PC-based Flash program.
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procuetee. TOOL: TRIZ
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n) ﬁ Although it’s gaining steam as a trendy method
sl Unchimion for fostering structured innovation, TRIZ
W—— N—— - [05,28] [6218Q~222 . .
“Dovelopment CCTTereislizatie tiesn thiz mesie (@ Russian acronym for Theory of Inventive
i B AEE _ _
i, (04161 Golcire ver ¢ Problem Solving) is a 60-year-old strategy
Rnau:rsr.h‘ |.r?:::'tm -b ..... [Dqﬂ?]3I1|c.._TH|ZL COI]CEiVEd b the late in\_rentnr and atent in-
Cycle of y 7 [0a.0n TRIZ SHEZH Y P :
- ‘f 'ﬂ"wﬂﬁm’ spector Genrich Altshuller. Altshuller devised
\ . amatrix of 39 basic engineering problems and
(7' Inventlg 40 possible solutions to solve them. Consul-
I = —— tants say an updated, broader version can teach

inventiveness. Avon, BMW, Electrolux, GM,
IBM, Johnson & Johnson, Motorola, Pfizer,
Samsung, and Toyota are all using TRIZ. But
managers beware: this pet tool of engineers
is wildly complex and best suited for solving
technical dilemmas.
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Bill Gates’ Think Week

#

“TWICE A

YEAR | TAKE . .

A WEEK TO “* The most important thing any
DO NOTHING company can do is hire the
BUT READ.” smartest people possible and

then give them the resources
to transform their ideas into
reality.

< Twice a year I take a week to
do nothing but read literally
hundreds of papers about
advances in computing,
business trends, and ideas
from our researchers and
developers.




Open-Market Innovation
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s Needs: Brain Drain

= Seeds: Information flows cheaply and instantaneously
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Drew Buschhorn
InnoCentive "solver"”

Now a 21-year-old chemistry grad student
at the University of lllinois, Bloomington,
Drew Buschhorn signed up last summer
with InnoCentive , an online global
network of 80,000 independent scientists
who help the likes of Procter & Gamble,
Boeing, and Eli Lilly solve knotty research
and development problems. When
Buschhorn saw that one company was
offering $10,000 to anyone who could find
a new substance to replace an art-
restoration chemical the Environmental
Protection Agency was phasing out, he
realized he had the solution: a substance
he had found years ago to help his mother
preserve colors in dyed cloth. Presto! He
soon had the down payment for a new car.

InnoCentive Chief Executive Darren Carroll
says his four-year-old company couldn't
exist without the Internet. "It creates huge
new opportunities for cooperation,” he
says. "' There's no better way to cooperate
over the Internet than to share minds."
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TREND: PLUG-AND-PLAY NETWORKS
Creating and managing networks has become an essential skill for
executives. Managers are harnessing networks of scientists and
P engineers outside their corporations for new ideas and solutions.
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just a few. Others are also joining select consortiums to
quietly exchange best practices. IBM’s Global Innovation

Outlook encourages cross-pollination of ideas among
peers from different companies. Still others are using
new Wikipedia-type tools, including TWiki (used by
such clients as British Telecom and Michelin China)
and Confluence (Earthlink and Lockheed Martin), to
keep the creative juices flowing between
4w managers and workers.
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“Connect and Develop”

< P&G’'s “C&D" (vs. R&D) strategy

s A.G. Lafley set the goal of bringing in 50% of
P&G's innovations from external sources

s P&G has 7,500 R&D people
= InnoCentive (80,000 chemists) M= =&

s Launched "YourEncore”, a network of high-
performing retirees from 150 companies

s Launched "Ninesigma” to help companies
source innovation globally

s Currently, 35% of P&G’s innovations come from
outside.

s R&D productivity —sales per R&D person — is up
40%



http://www.trendco-vick.com/images/customers/p&g.jpg�

Open-Market Innovation

= AHX| open-market innovation0| §2|2H7}?
(Rigby & Zook 2002, HBR)

- Intensity of innovation
Economies of innovation
Need for cumulative innovations

- Applicability of innovations across companies and
Inaustries

- Market volatility
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- R&D Race and Cycle Time Reduction

» T2HE UYH2|(PM)
- Netscape, Yahoo!, Microsoft At H| !

= How MS makes large teams work like small teams:
“synch-and-stabilize” approach
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Navigator 3.09] JH & A

Figure1l  The Development of Navigator 3.0
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=X : Harvard Business School Case, “Living on Internet Time: Product Development at
Netscape, Yahoo!, NetDynamics, and Microsoft.”



Figure2  The My Yahoo Project A en A

 as—
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=X : Harvard Business School Case, “Living on Internet Time: Product Development at
Netscape, Yahoo!, NetDynamics, and Microsoft.



Microsoftl] MISIHE A IR

Figure4:  An Outline of Microsoft’s Development Process S*""" HB 3
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=X : Harvard Business School Case, “Living on Internet Time: Product Development at
Netscape, Yahoo!, NetDynamics, and Microsoft.
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Project Pillars
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Team Work

low Likability » high

high

A
Competent Jerk Lovable Star

mostly avoided desperately wanted
Competence

Incompetent Jerk Lovable Fool
desperately avoided mildly wanted

|ow




IdeasBooks

Innovation as a Team Sport

THE TEH FACES OF INMOVATION IDED's Strategies for Beating the Devil's Adwacate & Driving Creativity
n

By Tom Kelley with Jonathan Littman; CurenopDoubleday; 2%6pp; $2986

Like many people these days, I only have
time for books during airplane trips. And
I measure how long they take to read by
mileage. Tom Kelley's The Ten Faces of
Innovation is a coast-to-coast, five-hour
affair, But unlike the mostly unsavory
food served on transeontinental lights,
this book delivers some tasty morsels

Ly manmagers hungey o baost their companies’ level of
inmavation. It is fummy, insighiful, and chock=full of surprising
emamaples, IF you take it on a light from Los Angeles, you wall
have something to use at work by the time you
land in New York.

Ky besgins by hrenking dowm thie processs of
innenvaton and debunking the notion that it is
somehow magical and the stuft of individual
genius, “Innovation is a team sport,”™ he says, then
proceels to Loy aut the 1 persomis, ar fypes o
peeople, whea bring their talents toa winning e,

THE TEM FACES

Kelley's pdvice? Keep labs small, with room for 15 to 20 peaple
max, and physically separated from where doily work goes an.
There should be Ints of props to provoke comversation and
ample wall spser for sheteh boards and visuals. Meetings. there
should shoat for o lurge number of possihle idess, Are Kelley's
tips obrvious? Perhaps. Vet it s ansaeang how many mansgers
don't know how to shape o gathering that genertes ideas. 4
mond hon-long session cam eome ap with 100, and often the
wickiest furms out 1o be the best. 0vDs by muil? A mop thae
doesn't use water? An Apple retail storef

Kelley's bonk i also a trove of pointed stories. One, affered
b Henry Ford, concemmns the danger of listening oo clascly i
customers. “1F 1 had asked my customers what they wanted,”
Fard said, * they would have said & faster horse.™ Customers
o't enrvisdon the futwre, they inform tee present Another tabe
gomeems the 1921 birth of masking tape. It imeaolves
ai Gharles Richand Drew, a banjo-playing college
chmoponit andd lowty Inb technician for 36, which was
then an unprepossessing maker of sndpaper.
While delivering sandpaper to an auta-bady shop,
Direwy observed a worker strapgling wich gloe and
butcher paper os be attempied o two-tane point job.
Euwreka! Direw envisioned masking tape.

There's the Anthropologist, who goes into the field OF |H'H__ﬂ_"f"_n"_ Unfirtunately, 38 would have none of it. But,

1o observe how people interact physically and it wenring in secret, Divew found @ way to malke the
emationally with products, services, ond gpaces tape. The lesson? Obseration and imagination—
The Experimenter is the team member who — o msubordination —can be grear for innovatson,

transfiorns new ides inbo working prstotypes,
taking calrulated risks on something different.
The Collaborator has the akills to lead multd-
disciplinary tenms and win over skepgienl *buyers™ within the
curporalion, (e of my vories b8 te Experience Architect,
who designs compelling experiences that go way beyond
funetionality to conmnect with consumers cmotionally, & in the
ennteest of Btarbueks Cormp. enlés ond Applie Coamputer Ine. iPods.
Each p|:|:.|.'| I At o immcvation, bl the only way 1o
Taise your company s overall soone s to/build a great team.

My favorite section ks Kelley's examination of
bruinstorming. Tiv genernbe new thinking, oom panies expend
huage ameant= of tme inomectings—maeh of it wosted
Meetings tend to be tow big, lust too long, starl with banal pep
talks, and tnke place in the dallest of mooms. And there's
almoat always a joker who wants w undermine every new
il Kielbey takes direct nim at the devil' s sdvoote, which he
reganls as the enemy ol innovation, and offers advice an how
o counter negativity. This is important: Binstorming is
vital, and most companies are new 1o L

Keelley nlso talks ahout how companies oun build their sam
inmonvartion labs, The hot new thing, these are places set aside 1o
let penple focus o0 mew projects and encourage creativity and
new=design steategics throughout an ongandzation, Procter &
Gamible calls its: lab “The Gym,” Matie] had “Matypus,™ and
Enstman Kidak, Steclense, and many others have such centers

144 | BusinessWeck

For all that it delivers, Kelley's book bas ane
severe limitation: The author's imsights are all
filrered flm.lup;h u.bim.']n.' l.1|.1i|'m|. conaultant, ITHELS,

whiere he & geniernl man nger,

IDEO’s Kelley s ccount s e with

references o IDRD s wark, That's

d(."]i\"l.f'l'.‘-i ﬁ:;-: P 1o & paitit—the ;:_u:ing-

- . . edpe company & one ol the
an 1{11151ghtful largeat innovation e design

5 = sultants in the workld. But
glll € to ;I;?mmmmv others doing
hu I].d II'l greal wark— s Design,

_i‘-’; Design Comtingum, Jump
a C]‘Cﬂtl"c Associales, Stone Yamashsla
Pa . Peer Insight, and Tnwvcl-

Cll]lllm 'Jlizr;!udju::.[: na.l:lrl;inlu“?lm
I Seill, Kelley's vidume is a

helplal reminder that inmovation
hins changed. In the "W0s it involved dealing with vast
technological shifts that disrupted and threatenad companies.
Towday it menns budlifing the processes that promote on idea-
generating culture, You can learn a kot by fying. @
~HBy Bruce Nusshaum

[UTENTRNETAOTINY For e best of Tam Ke lew' s bowe-lo adwice,

TREND: INNOVATION CAMP

Flash back to summer camp and the many
lessons learned in an intense, unfamiliar
environment. Innovation consultancies such
as Doblin, ZIBA
Design, IDEO, Jump,
and Idea Factory offer
immersion workshops
on creative thinking.
Tomorrow Makers
ran the CEO Creativity
workshops at the
World Economic
Forum in Davos. The
aim of such experi-
ences is to change
managerial culture.
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Model of Marketing-R&D Interface

Gupta, Raj, and Wilemon (1986)
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R&D-0HAIE A AHI: How?

= Overcoming Barriers: Communication0| E2|!

- Relocation

- Informal social systems

- Organizational structure

- Incentives and rewards

. Formal systems and processes:
QFD




House of Quality

Roof Matrix

CIZHRl £ g7t =7

Design Attributes

Customer
Needs

Relationship Customer
Matrix Perceptions

1XFA, 2K}HA, DAL=t C| X2 e ==
EPS
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TRE Engineering
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22|50l Cxtel 24

=X: Cooper, R.G.(2001), Winning at New Products, p.200.



The costliest stage of entire NPD process: most
critical, but largely neglected
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Market Preparation

Targeting

Positioning
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