Innovation — From Art To Science

Innovation. Ask a hundred people and we will obtain a hundred definitaopsofit
generating new idea’, ‘breakthrough products and services’, ‘ilmvénfpatents’, the list of
possible answers seems endless. A common feature of justeaboytefinition, though, is
that innovation equals risk. Innovation is seen as risky becawse imaginations the new
ideas start from random ‘eureka’ moments. Usually from the atiggbople in society. The
ones that are often impossible to manage and control.

But is this perception true? Let’s have a look at a numbnof/ations and attempted
innovations and see what the reality looks like.

One of the first things we might look for when we are lookargnnovation success are
ideas that make people, when they see them, go ‘wow, | hdaavéothat’. Think for a
second about the last time something made you have that redictionld have been a piece
of music, a book, a film, a product, something your bank did for ypunamber of things,
but our bet is that you'll find it quite difficult, and your listlMbe a short one. For a lot of
people the most recent answer would be the already almigsitobs iPod. There’s a definite
wow in the eyes of the tens of millions of people that now loage And it's not just that it is
a beautiful product. It's about how can they possibly store alirttusic in such a small
package. Plus it's the elegance and simplicity of iTunesl. the tie-in with top bands like
U2. And now it's becoming the ‘podcast’ phenomenon.

Think of iPod and the new industries that have grown around ivarsie a business that
features all of those things we associate with innovaispecially profit.

We perhaps also start to think something else. We mighhesathe ‘it's obvious’ moment.
Or ‘why didn’t I think of that’. One of the very definite pfst about every breakthrough idea
— like the iPod — is that in retrospect it should have prigcikis kind of ‘obviousness’ about
it. The sort of obviousness that makes those breakthrough neswbideame a part of our
everyday life.

This obviousness problem turns out to be a significant problem weea tying to
innovate. Before we have a solution, things seem very non-obviasiss-are high and there
are many, many unknowns — but then the moment we have theafigiirs, we tend to think
‘how come we never thought of that earlier?’

Let’'s have a look at another attempted innovation. This tisetlie Segway ‘personal
transport system’. From the scientific point of view hem very impressive piece of
technology. The gyroscope system that allows the machivedace itself makes it almost
impossible to fall off (in fact, to our knowledge only GeorgesB has managed this feat) is a



great ‘wow’. To a gyroscope engineer though it already looks atsl lflke an ‘obvious’
solution to the problem. But, alas, as far as you and Inteaded consumers are concerned,
it is far from obvious what we’re supposed to use the thing fod. #ere’s the reason it must
count as an innovation failure. It is too slow and too low teetran the roads, and too fast
and un-manoeuvrable to use on the sidewalk and so doesn’t obviolwglyary kind of
problem you and | might face. Read what inventor Dean Kamsmpwgecting when he first
revealed the product to the market and by now over ten mdfiois would be riding around
on one. The reality, of course, is that we see the Segwaoiance fiction films and a few
tiny niche applications, but in all total sales are bairgtly the thousands.

i e

The Segway Personal Tféhsporter

Segway is another in a long line of commercially digastrinnovation attempts. Think of
‘New Coke’, the Ford Edsel, Crystal Pepsi and a myriadrstlaad we start to see just how
difficult the innovation job is. How could a company as sraar€oca-Cola — the people who
to all intents and purposes invented their industry — somehow mémaet things so wrong
when they launched New Coke onto the market?

Miscellaneous Innovation Failures



Well, we can certainly learn from these cases that infmvaery definitely equals risk. But
then, if we look carefully enough we might also be able ¢cssene other, more general
patterns. We can begin to see even more when we look as thmighave succeeded.

Like Curves for example. In just 10 years, Curves Internatioas become the largest fithess
franchise in the world, with some 8,400 locations across 8¢ Qanada, Europe, South
America, the Caribbean, Mexico, Australia, and New Zehl&nd what is their great
innovation? A gym without most of the gym equipment. Almost an gnoam. Huh? Why

is that such a good idea? How did the owners of Curves kmatwould work? And why
didn’t we think of it? A gym without the gym equipment, are you kiddixgept of course it
turns out to be precisely the right solution for all the peopimidated by gyms. Like most

of the women on the planet. People who lead very busy, sirégst and really value the
idea of a short burst of exercise in a great social envieohriotally obvious now; totally
unobvious before we started.

MARKS &
SPENCER

Or how about another, even more obvious one. ‘Simply Food’ from Mai&peacer in the
UK. It is probably fair to say that M&S had a fairly dstrous 1990s. They lost a lot of
market share and profits evaporated to almost nothing. Thexosenmakes the smart
realization that the high quality food sold in the storeshbtmbe put in new stores that only
sold food. Innovation? Not quite yet. The brilliant flash of ‘wehgn’t | think of that’ says
rather than putting these food stores on the high street, wipuhtitem in railway stations
and motorway service stations. In other words, places vpeengle are on their way home.
People who've had a hard day at work, don’t want to cook wherggtdyome, but do want a
nice meal when they get there. Make it easy for them tdlghyquality M&S food while
they’re waiting for their train. Net result of this ‘obwus’ idea, a massive upsurge in business
and a reputation again on the tips of everyone’s tongue.

Another name at the tip of everyone’s tongue is Samsung. Akuesyone today has noticed
the change that is taking place in this amazing Korean compasiyear they were one of
the world’s top ten most prolific patenters. This year, dsigo to their stated plan, they will
be in the Top 5. They are currently averaging around 50 pgientveek being granted in the
US alone. Here is a company that has gone from being a s@mniewgrior ‘me-too’ copy
producer, to being a design and innovation leader in just aberyt market it enters. One of
their most impressive recent innovations is the ‘silver-nanebaaterial technology. Silver
nano is in itself not new — many researchers have known ab@drin-Kkilling properties for
some time now — but the way that Samsung have incorporatedl ih&it refrigerators,
vacuum cleaners, washing-machines, etc highlights a profoundstenatding of a consumer
trend towards health and safety consciousness that apparemylyeegeof their competitors
has missed. In the eyes of the consumer, ‘silver namsongething they associate with
Samsung, and by the same token, the company very cleasbjaes themselves with the



health and well-being of their customers. We’re no longerjuging a Samsung refrigerator;
we’re buying ‘the safety and protection of our family’.

Another impressive name in the innovation stakes is US conglouds giant Procter &
Gamble. Last year they announced their tenth ‘billion doligaa’ brand, ‘Swiffer’.

Perhaps you've not heard of Swiffer. Basically it is a profluctieaning floors and other
household surfaces. A billion dollars a year on a mop? Excusélove2an this be? What
has happened here that the P&G scientists realisethéhedst of their industry did not?

This, again, is what we’re trying to discover when weyaeathis kind of innovative
breakthrough. If you think a re-inventing floor cleaning is mundariglifon dollars a year’s
worth of mundane!), then how about taking something even simpder.adout an egg. What
possible innovation opportunities could there be with this, one ofdhlel’s ultimate
commodity food products?

Well, how about a ‘self-timing’ egg. That’s the idea of of¢he UK egg providers looking

to break out of the commaodity trap and to offer their custsm genuine solution to a
genuine problem. That problem? Something as simple as knowing hovolbod your egg
for. What happens normally when we have to do this? Somemm#ssbver the pan with a
timer. And yet still we manage to get it wrong morenfthan we get it right — sometimes the
egg is too soft; sometimes too hard. Almost neverrjgkt. So how about if the egg ‘told us’
what state it was in? Exactly the solution of this company:



‘Self-Timing’ Egg

Their innovation? Finding a good problem to solve, and then igiargifin already existing
technology — in this case an ink that changes its colourdiogaio temperature — that could
solve the problem. And what we’re left with is that saotte'why didn’t | think of that’
obviousness again.

Well, why didn’t we think of it? Or why didn’t we think of Fte&&? Another new
breakthrough innovation that — now we can see it — makes the ‘obemusction between
low energy light-bulbs and plug-in air fresheners. We can alimagyine the thinking here;
everyone wants their house to smell nice, so give thenr-fnieshener they can plug-in and
leave to do its job. Only now we are consuming more elggtacid, probably more
important, we've used up one more power socket in the rooms 8wre another source of
power in the room? Preferably one which is there as heatibethat is what we need to
release the scent. Hey, how about the lights? And eureke’stloeir new breakthrough idea.

What about if we switch now to the other end of the innovafestsum. How about
Ryanair, one of the very few profitable airlines on the@taDid you know that collectively,
the world’s airlines lost more money this century than thdireprofits from the whole of
the last century? And yet somehow in this difficult and higlalsnpetitive environment
Ryanair manages to grow a business that now carries m@@ngass on more routes than
most national airlines. And with an industry-beating load fagtomber of seats with paying
passengers in them) of over 91%. Again, when we seeitliisoksuccess, one of our jobs is
to look behind the impressive business figures in order torsitadhel what it is that the
Ryanair staff did that everyone else in their industry $mwefailed to do. Things like
turning just about everything about what a traditional airline busthess upside down. The
airport should pay you not the other way around. The passengers sleamdhe cabin
themselves, the passengers should pay if they want food akd Mrch of the prevailing
logic gets thrown out of the window. So how did Ryanair knowwais the right thing to do?
And then how did they do it?



We could go on an on here. Thousands and thousands of other ‘wow’ iongv&iiom

Grameen banking, to Michelin’s no-puncture ‘Tweel’ tyre, to Ag&w did they get that
thing in the air?), To Wal-Mart, to a 50c straw th&bwab people in Africa to drink safely
from contaminated rivers, to Toyota’s Prius, to Starbucksptly, Amazon and beyond.

‘Life-Straw’ and Michelin’s ‘Tweel’

What we’ve been doing for the last 15 years is systeaibtistudying these and literally
millions of others. To date, in fact, we examined dieee million innovations from every
industry we can find. What we’re looking for is patterndtd?as that will tell us what works
and what doesn't.

First of all what we can see when we look at thesethmi#lion is that it is far easier to get
things wrong than it is to get things right. According to our figdiover 95% - 19 out of
every 20 — of attempted innovations will turn out to be failures

The next thing we can see is that there are almost aswaysyof creating bad solutions as
there are bad solutions out there. But then something sampskirts to happen. When we
look at the millions of things that count as genuine innovations -stikee of the examples
we’ve shown here; things that changed the market and nmadgaanable profit for their
owners, we begin to see some very definite patterns. Studgessps that get used time and
time again.

And so this brings us to the whole idea behind this seriesiciear According to us and what
we’ve found when we’ve looked at these three million sucakssiovations, there are only a
very small number of ways of creating a solution thatgwle customers a genuine ‘wow’
and be commercially successful. Our aim in these astislto show you some of those ways
and to demonstrate to you that innovation doesn’t have to rhggmrisk’ and a 95%
likelihood of failure. We’re not sure whether we can guaeagtel 100% success, but we're
pretty confident — and our clients will agree — that ae show you strategies that will be
systematically create far more successes than faiMinat we are talking about here is
systematically being able to generate breakthrough innovations.

‘Systematic Innovation’ might sound like an oxymoron. If it doksntwe’re about to go into
the oxymoron business. In more ways than one. An oxymoron is a pafexba.paradox is
a conflict or contradiction. And one of the first things va@ tell you about features common
to nearly all innovations and very definitely all of the oneSv& described here, is that the
creators of the ideas identified a trade-off or a commenar a conflict, and found a way to
solve it. Creating ‘wow’ solutions in other words is vengkly about finding trade-offs and
compromises and then ‘eliminating them.



So, going back to Marks & Spencer, the conflict (even ifiaple at M&S were never
explicitly aware of it) was that they wanted to skéit high quality convenience foods, but
their shops were placed in inconvenient places. The strdtegytten used to solve the
problem was what in future articles we will call ‘Sagy Number 2, they ‘Took Out’ the
food from the high street store and put it in the placesevbeople were on their way home.
Women’s gym franchise Curves, used exactly the samegyrathen they ‘Took Out’ the
gym equipment from their gyms.

P&G’s Swiffer on the other hand provides an example of &yalumber 35. And so does
Starbucks and ebay and Jones Soda and iPod and Lush and the dwfe-&td then so did
many thousands more. Ryanair used Strategy Number 13. And Boltiid Tree, Tchibo,
NetJets, Grameen banking and yet another few thousand mireissive names and
products.

We’'ll talk more about what these strategies are abouegwe@gress through the series of 12
articles. We'll also see that, so far, from our threlioni database, there are just 40 different
strategies. That is ‘strategies that create breakthrougvations’. A million and one ways to
get things wrong; 40 ways to do it right. Wouldn't it be gi€ate knew what these
innovation short-cuts were? If we could ‘turbo-charge’ our creatilés. That's our
challenge.

MILLIONS of systems

!

HUNDREDS of different problems

TENS of successful solutions

Before the next twelve articles get us into the detkdtsus leave you here with something to
think about. In the picture below are four products that are julseiprocess of appearing on
the market. Neither we nor the manufacturers know yet whétlese new ideas are going to
be genuinely durable, profit-making innovations or failures.

So, our challenge to you is to have a think about each one agdurgedgement to work out
which ones you think will actually succeed and which onesnwiil Over the course of the
next few articles we’ll offer our thoughts on the mattergiv@ you a clue, according to us,
three out of the four will fail.

Sand for a Self-Balancing Car Wheel, a Virtual Keylard, A Bicycle Seat and A Battery-Powered Razor
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