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I NTRODUCTION

We want you to use this book. Nothing would please us more than
knowing that leading-edge companies around the world are developing their own Discovery processes for the pursuit of strategy innovation.
Strategy innovation is not a fad. It is not the latest managementprogram-of-the-month. It is a process of exploring your emerging
future, understanding the changing needs of your customers, and
using the insights gained in those explorations to identify new business opportunities for your company. That’s it. Whereas many
management programs help you shrink your costs to grow your
bottom line, strategy innovation is aimed at growing your top line.
New business opportunities help drive new company strategies,
which drive future growth.
So, why aren’t more companies doing strategy innovation? Because they don’t have an internal structure or process to do it. Who
in your company is responsible for the future? Who is feeding your
strategic planning process with ideas that stretch your current strategy and get you into new markets? How are you going about identifying your next new business platform, the basis of your future
growth and success?
What we describe in this book is a phase-by-phase approach to
the process of strategy innovation, not step-by-step. We provide the
blueprint and encourage you to customize it for the specific needs
of your company and your industry. This blueprint has been evolving for more than a decade, based on our experiences in a wide
range of companies and industries. We will share with you some of
ix
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the stories that helped to create this process of strategy innovation.
It is a process that works.
Creating a cross-functional process for strategy innovation in a
corporate setting is not as simple as it sounds. This is especially true
when the process ventures outside the current corporate strategy or
business model. Escaping your ‘‘corporate gravity’’ and then avoiding your ‘‘corporate immune system’’ are two threats to the establishment of this process. We will point them out and help you
address them.
We will also share what we have learned about selecting and preparing a ‘‘reconnaissance’’ team for this process. The alignment
with senior management on which strategic frontier to explore is a
critical consideration that will be explained in detail. We will show
you where value-based insights can be found on your strategic frontier—with customers, with the emerging future, and with new business models. Taking the insights and turning them into new
business opportunities is a crucial step, as is the creation of a strategic road map for the future. All of these elements form the basis of
the five phases of the Discovery Process.
Through this book and the work of our consulting firm, The
Visterra Group, we hope to advance the awareness and use of strategy innovation in corporations around the world. Whether you are
a multimega global corporation or a cheese shop in Zurich, you can
use this strategy innovation process to chart a future path of growth
for your business. The fact that you are reading this book says that
this is of interest to you. We hope to hear from you at www.the
visterragroup.com

The Organization of This Book
Section One (Chapters 1 through 4) of this book outlines what strategy innovation is, what it is not, and how we propose that you integrate it to your organization. This section will be particularly
important reading for senior management of a company or division.
Section Two provides specific guidance for implementing a strategy innovation initiative, which we call the Discovery Process. We

.......................... 10127$

INTR

06-16-03 13:05:07

PS

xi

I

begin in Chapter 5 with a real example of how the Discovery Process worked in a real company. Chapters 6 through 10 then provide
details for the implementation of the five phases of the Discovery
Process—Staging, Aligning, Exploring, Creating, and Mapping.
Stories and examples are woven throughout these chapters to add
a practical touch to the frameworks presented. Understand, however, that these stories focus primarily on the process of previous
initiatives, as we consider the content generated in them to be proprietary information.
Section Three offers more in-depth discussion of the Discovery
Process and strategy innovation in a corporate setting. In Chapter
11, we answer questions and share some additional insights related
to the Discovery Process. Chapter 12 outlines the key considerations in formalizing a strategy innovation process in a company,
moving the Discovery Process from an ad hoc initiative to an ongoing strategy innovation system. Finally, in the Epilogue, we challenge senior management in corporations everywhere as we share
some of our thoughts about the future of strategy innovation.
Scattered throughout this book are boxes titled ‘‘Process Tip.’’
They represent what we consider to be critical elements in the implementation of the Discovery Process. They come from more than
a decade of experiences in the trenches and are things we would
emphasize if we were talking to you. We put them in boxes so you
wouldn’t miss them.
If you are curious about the history of strategy innovation in
corporations and its roots in the early work done in creativity and
brainstorming, we encourage you to read the remainder of this introduction. It will provide a good context for understanding the
evolution of innovation as it makes its way to the corporate boardroom.

The Migration of Creativity to Strategy in
Corporations: Evolution to Revolution and
Beyond
Many writers, researchers, innovators and strategists have recognized the value of an organization reaching beyond predictable, in-
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cremental growth to achieve greater profit in innovative ways. Gary
Hamel, C.K. Prahalad, Constantinos Markides, Jim Collins, and
Clayton Christensen all champion strategy innovation as a vehicle
for creating ‘‘new value’’ and spawning new wealth. And, while
most cite or imply the importance of a creative process in breaking
the bonds of incrementalism, none prescribe an explicit process to
do the job. As Hamel succinctly states, ‘‘No one seems to know
much about how to create strategy.’’1 To date, serendipity appears
to be the secret solution to strategy innovation. In this sense, the
relationship between strategy and creativity in the business literature is still somewhat remote. Few strategists have yet discovered or
shared the decades of research in creativity and innovation that can
be harvested for the purposes of creating new value and new
profitability in their businesses.

Applying Imagination as a Skill
An emphasis on creativity first entered the corporate world in the
1940s and 1950s. The groundbreaking work on the creative process
by Alex Osborn, cofounder of the advertising agency BBD& O, led
to his fathering the process known as ‘‘brainstorming.’’ His work
also led to one of the first creativity guidebooks, the classic Applied
Imagination.2 While achieving legendary success with his creativity
techniques in the advertising world, Osborn and his colleague, Sidney Parnes, recognized that every human being has the potential to
be creative, if given the opportunity and the right environment.
Their work was supported by the research efforts of J.P. Guilford,
Paul Torrance, Don MacKinnon, Calvin Taylor, and others, which
clearly proved that creativity is a developable skill inherent in everyone, not just a genius elite.
Parnes’s research demonstrated, among other things, that creativity is a skill that can be strengthened with coaching and practice.
Routinely, students in his courses were able to increase their ideagenerating capacities by 100 percent or more. Of particular importance, Osborn and Parnes proved the value of a mental model for
creativity, where ‘‘divergent thinking’’ is used to expand one’s op-
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tions, and ‘‘convergent thinking’’ enables the focus on a preferred,
innovative choice. One believer, Robert Galvin, retired CEO and
chairman of Motorola, used his imagination and inspired others
to grow Motorola one-thousand-fold during his three decades of
leadership. Galvin sagely observed, ‘‘Some think of this work of
engaging the imagination to be the work of genius. Osborn demonstrated how it could be developed as a vocational skill.’’ If creativity
is a skill that can be developed, it becomes a tool that corporations
can use for purposes of innovation.

Applying Imagination to Inventing
In the late 1950s, George Prince and William Gordon had the task
of delivering proprietary new inventions to the clients of Arthur D.
Little, Inc., in Cambridge, Massachusetts. As part of the R&D–
focused Invention Design Group, they had the task of focusing on
solving client problems in innovative, often patentable, ways. During many years of successful new product innovation, Prince and
Gordon analyzed their process to determine the most effective
thinking strategies for invention.
This research led to their founding in the 1960s of a new company they called Synectics, Inc. Synectics used the power of metaphor and analogy to spark creative thinking, leading to the
identification of new products. They gave creativity a process that
could be applied in corporations for the purpose of innovative inventions. In a span of a few decades, creativity had gone from an
esoteric skill in an ad agency to the basis of a corporate process for
generating innovative product ideas. Creativity was making progress but was still under the radar for most corporate managers.

Applying Imagination to Management . . .
In the 1960s Edward DeBono, a British neurologist, introduced the
world to the concept of ‘‘lateral thinking,’’ a fresh way to think
about creativity. DeBono observed that in attempting to solve problems, most people think ‘‘vertically,’’ in a straight line, probing
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deeper and deeper until the solution eventually presents itself. In
problems involving a creative response, however, he noted that the
solution is typically not at the end of a linear thought process, digging the same hole deeper and deeper. Instead, it involves ‘‘lateral
thinking,’’ digging a new hole somewhere else. Shifting the framework of the process often results in new and creative solutions.3
In thinking about thinking, DeBono believes that, between vertical and lateral approaches to creative thinking, lateral thinking is
the more difficult to master but the more rewarding for innovation.
DeBono has spent decades teaching corporate executives around
the world the importance of ‘‘serious creativity’’ for inspiring innovative opportunities. During that time, the creativity message
gained credibility with corporate managers as a tool for innovation.
In 1970, the Center for Creative Leadership in Greensboro,
North Carolina, was founded to teach courses for individuals and
teams to hone their creative talents. Stan Gryskiewicz—founding
member, senior fellow, and vice president—organized and still
leads a group called the Association for Managers of Innovation,
which provides a forum for showcasing and networking of innovation practices across corporations. Corporate managers were beginning to recognize the potential for creativity in their organizations.

Applying Imagination to Strategy
According to Henry Mintzberg, former president of the Strategic
Management Society, strategic planning is an oxymoron.4 In most
organizations it tends to neither provide a sufficient range of strategic options to consider nor present an engaging road map of a compelling future. This is not surprising since most strategic planning
processes are numbers-oriented, lacking a creativity component. As
a result, strategic planning in most companies is a process that
merely extends the previous strategy into the future. Even when
senior executives invite ‘‘out of the box’’ thinking, most managers
do not know how to go about exploring beyond the existing strategic framework.
We had the opportunity, as a founding principal and associate at
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IdeaScope, Inc., to work with senior executives of companies to
discover and develop many new strategic opportunities. Initially,
much of our work was product-centric. After working with many
Fortune 100 companies on the creation of new product concepts,
we had the privilege of assisting Procter & Gamble in the late 1980s
with the development of an internal process called Concept Lab,
for new product development across their many divisions.
Since we were known as leaders of a proven creative process in
our product concept work, soon executives with strategic challenges
began enlisting our services to provide the missing creativity ingredient from their analysis-based strategic planning approaches.
Applying creativity to corporate strategy is more challenging than
the identification of new products, and yet some of the process is
similar. Through dozens of strategy innovation initiatives, we experimented with a variety of different processes and carefully analyzed the results. Then, following our departures from IdeaScope,
we spent nearly two years researching and developing a new framework for strategy innovation—which represents a significant advance in the process. What you will see in this book is the result of
more than a decade of work—a proven method for creating strategy innovation in corporations.

Early Pioneers of Applying Imagination to
Strategy
From the mid-1980s on, companies like Eli Lilly, Procter & Gamble, 3M, Moen, BMW, Eastman Kodak, Hewlett-Packard, Fidelity
Investments, General Mills, Dow Chemical, Motorola, Carl Zeiss,
and Schott Glas have recognized the importance of infusing creativity into their development of new strategic opportunities. In a few
of these companies, the quest for new strategic growth was visiondriven. Others were motivated by ambitious goals that extended
beyond the reach of current capabilities. Still others were motivated
by a severe competitive threat, which created an appetite for strategy innovation where none had existed before.
In every case, the organization was challenged by its situation to
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stretch beyond its self-limiting boundaries of how it viewed itself
and the world. A shift to a new organizational self-image, a new
industry perspective, or a new worldview was needed. The organization would then have to align on that new perspective, so it had
to be a result of a credible, quality process.
Eli Lilly: An Early Strategy Innovator

In the mid-1980s, Eli Lilly and Company, a large and respected
pharmaceutical manufacturer, speculated there could be a dramatic
shift in drug discovery and development within infectious disease,
home of its largest revenue stream. Most of Lilly’s product portfolio
for infectious disease was targeted to bacterial disease. Senior management wanted to explore the emerging trends in infectious diseases to determine if more attractive opportunities might exist in
developing new products targeting viral and/or fungal diseases.
We were retained to act as ‘‘process architects’’ and ‘‘discovery
guides’’ for the Infectious Disease Task Force, a half-dozen crossfunctional teams assembled to create and develop new strategic options for Lilly in infectious disease. After much research of the available literature and the hosting of several panels of industry experts
(called thought leader panels) sharing their views of the emerging
future, the Lilly teams gained a new understanding of the opportunities for the future of pharmaceuticals. From this foresight, these
scientists used creative techniques to generate a list of hundreds of
new strategic options for Lilly, which they then refined to a few for
presentation to management.
The advisory groups and senior management, up to and including the chairman of the board, committed to the new strategic
opportunities developed by the teams. The organization was restructured around these new strategic options in infectious diseases,
helping Lilly to remain a prominent player in that marketplace, as
well as to anticipate and participate in the newly emerging field of
biotechnology.
Impressed with the process of applying creative tools to strategy
development, Eli Lilly later replicated the same strategy innovation

.......................... 10127$

INTR

06-16-03 13:05:08

PS

xvii

I

process for both their cardiovascular business and for Elanco, their
agricultural products business. Creativity had successfully entered
the corporate boardroom.

Applying Imagination to the Economy
In his recent book, The Rise of the Creative Class, Richard Florida
takes the importance of creativity and imagination to a new level,
beyond that of corporate strategies to entire industries and our
world economy. He writes:
Many say we now live in an ‘‘information’’ economy or a
‘‘knowledge’’ economy. But what’s more fundamentally
true is that we now have an economy powered by human
creativity. Creativity—‘‘the ability to create meaningful
new forms,’’ as Webster’s dictionary puts it—is now the
decisive source of competitive advantage. In virtually every
industry, from automobiles to fashion, food products and
information technology itself, the winners in the long run
are those who can create and keep creating.5

Creativity from the Mailroom to the
Boardroom
Through this book we hope to extend this fifty-year migration of
creativity in corporations. What started as a recognized, teachable
skill in an advertising agency grew to become a tool for invention,
and then a process for innovation throughout the company. This
book will open the door for creativity in the boardroom, successfully marrying the processes of innovation and corporate strategic
planning.
Although strategy and creativity may be strange bedfellows, the
time is right for bringing them together in the corporate boardroom. It is not a matter of replacing your analytical, numbers-based
strategic planning process with a less predictable, sometimes-serendipitous creative approach to strategy. The strategy innovation
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process outlined in this book will show how the two disciplines can
be merged, with strategy innovation feeding the strategic planning
process. The corporate need for innovation will demand this marriage, from a courtship that began long ago.

Endnotes
1. Gary Hamel, ‘‘Strategy Innovation and the Quest for Value,’’ Sloan
Management Review, Winter 1998.
2. Alex F. Osborn, Applied Imagination, 3rd edition (New York: Scribners,
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3. Edward DeBono, Lateral Thinking for Management (New York: AMACOM, 1972).
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5. Richard Florida, The Rise of the Creative Class (New York: Basic Books,
2002).
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Chapter 1

S T R AT E G Y M E E T S I N N O VAT I O N
If an organization is to meet the challenges of a changing world, it must be prepared to change everything
about itself except its basic beliefs. The only sacred cow
in an organization should be the basic philosophy of
doing business.
—THOMAS J. WATSON

No corporate strategy lasts forever. Companies that get all the components of their business models working together can often drive
their success for many years. But at some point, they start to run
out of gas. Many companies are shocked to hear the financial engine sputter, having never paid much attention to their fuel gauge.
Others have an eye on the gauge but don’t have a clue where the
next service station is located, so they coast along, hoping to get
lucky.
Then there are companies that have scouted out the road ahead
and know their refueling options. With their eyes watching the
road, the map, and the fuel gauge, they fill up the tank before it gets
too low. Even older models, with the proper tune-up and constant
refueling, can remain cruising at the speed limit for decades.
Your company needs strategy innovation initiatives to understand the road ahead and know your options for keeping the product tank full and the financial engine running smoothly.
3
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What is strategy innovation?
Strategy innovation is shifting a corporation’s business strategy in
order to create new value for both the customer and the corporation.
In a dynamic marketplace, every business runs the risk that its
current business model will become obsolete. As long as there is
customer value to be delivered, there will be companies interested
in delivering it. New companies will create innovative, more efficient business models in order to compete in profitable industries.
Consider the case of Wal-Mart. Starting as a discount retailer to the
underserved population of rural areas, it needed to develop a new,
more efficient retailing business model in order to survive in that
segment of the retailing market. Using sophisticated technology and
a streamlined distribution system, Sam Walton created a new business strategy in the retail industry that created value for both his
rural customers and for his company. The superiority of their innovative business model ultimately led to Wal-Mart’s domination of
that entire industry. The strongest survive.
In other dynamic industries of the twenty-first century, new
technologies, new materials, and new distribution channels are continually changing the competitive landscape. Companies such as
Nokia, Charles Schwab, and IBM recognized the potential of these
changes, altered their business strategies, and have been able to take
advantage of the emerging growth opportunities in wireless communications, financial services, and computer services. Companies
such as K-Mart, USAirways, and Digital Equipment Corporation
either did not see the trends in their industries or refused to alter
their business strategies in times of change, and they have suffered
the consequences. As Jack Welch, the highly successful former CEO
of General Electric, once said about companies in dynamic markets,
‘‘When the rate of change outside exceeds the rate of change inside,
the end is in sight.’’1

A Fight to the Photo-Finish
An example of the importance of strategy innovation in dynamic
markets can be found in the photography industry. Back in the
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1980s, Kodak and Polaroid were two prominent, global players in
that industry. Kodak dominated the silver halide, 35-mm market
while Polaroid, protected by its patents, owned the instant photography segment. At about that time, a new, disruptive technology
was just beginning to emerge via the computer revolution, one that
would threaten to make both conventional film processing technologies obsolete—digital imaging.
Kodak took the initiative in the late 1980s to understand the
potential implications of this new technology. In two, large-scale
strategy innovation initiatives, cross-functional teams of Kodak
managers used panels of experts in this new technology to explore
the emergence of digital photography and identify the potential
new business opportunities of the future marketplace. From this
work, Kodak understood the ramifications of digital photography
on the industry and made important changes in their corporate
strategy. R&D spending was immediately shifted from a focus on
new silver halide projects to an interim, ‘‘hybrid’’ strategy, balancing the needs of the still-strong silver halide business with the growing potential of digital photography.
In the decade that followed, Kodak became a force in the world
of digital photography, including the development of Picture CDs,
Picture Maker kiosks, the purchase of their Japanese partner Chinon to manufacture digital cameras, the purchase of online photofinisher Ofoto, and a joint venture with America Online called
You’ve Got Pictures. As this book is being written, Kodak is transitioning with the market to digital photography, rather than being
left in its wake. It shifted its business strategy to create new value
for both Kodak and its customers.
Polaroid, on the other hand, ignored the early signs of digital
photography and decided to stick with and protect their existing
corporate strategy in instant photography. They did not understand
how to create value in this emerging marketplace, preferring to
compete using their old strategy, crafted in a very different era. On
October 12, 2001, Polaroid filed for bankruptcy protection.
Companies that are attuned to the changes taking place in the
market and see them as potential business opportunities are prac-
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ticing strategy innovation. Companies that are eager to create new
value for customers are practicing strategy innovation. Companies
that are willing to redefine themselves and how they operate in
order to pursue new, more vibrant growth initiatives are practicing
strategy innovation.

Strategy Innovation Goes Beyond Product
Innovation
It is interesting to note how many companies in recent years have
adopted ‘‘innovation’’ as a core value or as part of their mission
statements. If we as a society have moved from the Information
Age to the Knowledge Age, then this relatively new emphasis on
innovation is quite logical. When information is ubiquitous and is
no longer a source of competitive advantage, it is the innovative
use of that information (via knowledge) that differentiates people,
companies, and nations. Innovation may become the basis of all
competition in the future. Innovation is the new competitive arena
where present-day gladiators, equipped with similar information
and access to similar resources, try to outsmart one another to victory.
As we work with and read about corporations today, we see the
focus of innovation being placed primarily on the products that they
are creating. Go to a company’s Web site. If they talk about innovation or have an Office of Innovation, it is frequently related to the
work done in their Research & Development labs. Innovation is
usually thought of as invention. Innovation is usually new technology being turned into something unique and tangible that the company can sell. For those companies with strong R&D departments,
this focus on the invention of innovative products is probably a key
element of their corporate strategy.
There are, however, other elements of a corporate strategy beyond innovative products that can help companies compete in their
markets. Besides having a product to sell, companies have to make
that product and then get it into the hands of customers (and meet
their customers’ needs). To do this, companies create specific func-
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tions such as manufacturing, sales, distribution, and marketing.
These functions and how they interrelate make up the company’s
business model. The effectiveness and efficiency of the business
model is a critical element of a company’s strategy. Michael Porter,
the corporate strategy guru at Harvard Business School, highlighted
the importance of ‘‘fit’’ of the functional activities that make up a
company’s strategy when he wrote, ‘‘Strategic fit among many activities is fundamental not only to competitive advantage but also
to the sustainability of that advantage. . . . Positions built on systems of activities are far more sustainable than those built on individual activities.’’2
The implication here is that the most innovative product on the
market may not be able to compete against a less advanced product
that has a unique or superior business model. Dell Computer is a
successful company because of its innovative business model (selling customized computers via the Internet and use of a very strong
supply chain management), not because of its superior computers.
Therefore, companies that do not have a world-class R&D capability may still be able to compete effectively in markets if they focus
their efforts on building a superior business model.
Given the strategic importance of a company’s business model
in its ability to compete in the marketplace, it is logical that efforts
put into improving the business model could provide real value to
a company. If that is true, then companies should place at least as
much ‘‘innovation’’ focus on the other elements of the business
model (and how they interact) as they currently do on the product
side.
Strategy innovation is a process of applying innovative thinking
to the entire business model of a company, not just to its products
or inventions.

Strategy Innovation as a Strategic Advantage
Although strategy innovation may be critical for success (or survival) in dynamic markets, it can also be a source of competitive
advantage in more stable markets. The company that understands
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how to create value for both their customers and themselves can
change the basis of competition in their industry. By creating efficient business systems aimed at delivering this new value in a market, companies not only redefine value but lock out competitors
who are unable to replicate the efficient business model that delivers it. Like Wal-Mart, they play the same game with a different set
of rules, rules that give them a decided advantage.
Strategy innovation has done for business what the forward pass
did for the game of (American) football. Without a change in the
rules, football would not have survived its early start-up years. Note
in the following story the parallels between the early game of football and many businesses today:
The game of football first emerged on college campuses in the
early 1800s. Styled after the game of rugby that was being played in
England at that time, football consisted of a group of people moving a ball past another group of people, using whatever means they
could. As the game evolved, teams adopted wild and dangerous
tactics, such as the flying wedge, for moving the ball up the field.
Defenses would respond to these new schemes with actions that
bordered on assault. Games were won and lost in violent interchanges around the line of scrimmage, with both teams using brute
force to maintain their positions. Plays were predictable, and the
ball usually moved slowly, incrementally up the field. Some compared the game to warfare in the trenches of World War I. Injuries
were common in those early days, and fatalities became a growing
problem. When the number of deaths related to football rose to 33
in 1905, President Theodore Roosevelt stepped in with a mandate.
He threatened to ban the sport unless changes were made to the
style of play.
In 1906, the Rules Committee of the organization that would
become the National Collegiate Athletic Association approved the
use of the forward pass for football. This changed significantly the
way the game was played. Soldiers in the trenches now had support
from their airborne units. Teams now had more options for moving
the ball. Rather than having to rely on the standard offense of running-the-ball-up-the-middle for a small gain in yardage, a team
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could throw a pass over the defense for a larger gain. The game
became more complex. Predictability of offensive plays gave way to
surprise attacks. Quarterbacks and coaches now had to make decisions on what play to use in any given situation, based on the
strengths and weaknesses of the competition and the distance to
the goal line. John Heisman and Knute Rockne were some of the
first coaches who found effective ways to make the forward pass an
integral part of the game. Football became a game of strategy.
The forward pass rule changed the basis of competition in collegiate football. Teams with big, tough players who could become
human battering rams no longer had an advantage. Now teams
with small, agile, quick pass receivers could compete with the big
guys. More colleges fielded football teams, competition grew, and
the game survived.
Strategy innovation is the process of finding a way to ‘‘change
the rules of the game’’ so that your company’s products, competencies, and assets provide you with a competitive advantage in the
marketplace. If you are not the mammoth ‘‘battering ram’’ of a
company that can compete in a market on the basis of size, strategy
innovation allows you to define a new business where ‘‘small, agile,
and quick’’ is the only way to provide customers with value. Starbucks could not have outmuscled and outspent Procter & Gamble
and General Foods to gain advertising awareness for their new coffee and shelf space in supermarkets. So they set up small cafes
where they not only sold their premium coffees but provided customers with the added value of a European café experience. Similarly, Minnetonka, Inc., was able to outmaneuver the giant soap
companies in the early 1980s by introducing the first liquid soap
product, later purchased by Colgate and renamed Softsoap.
In his book The Innovator’s Dilemma, Clayton Christensen suggests that this small company advantage is an important force in
the marketplace. He writes, ‘‘Large companies often surrender
emerging growth markets because smaller, disruptive companies
are actually more capable of pursuing them. Though start-ups lack
resources, it doesn’t matter. Their values can embrace small markets, and their cost structures can accommodate lower margins.
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Their market research and resource allocation processes allow managers to proceed intuitively rather than having to be backed up by
careful research and analysis, presented in PowerPoint. All of these
advantages add up to enormous opportunity or looming disaster—
depending on your perspective.’’3
This is the essence of strategy innovation: ‘‘changing the rules’’ of
how customers receive value and having a business model that delivers
that value better than anyone else. In that way, you make your weaknesses in an established market irrelevant, and your innovative
business model becomes the new basis of competition in a market
that you started.
Constantinos Markides, a professor at the London Business
School and author of All The Right Moves, calls strategy innovation
‘‘a fundamental reconceptualization of what the business is about,
which in turn leads to a dramatically different way of playing the
game in the industry.’’4
In his book Leading the Revolution, Gary Hamel cites a number
of companies that have dared to reinvent themselves by adopting
innovative strategies and creative new business models. He believes
that this capability will be required to compete in the markets of
the future. ‘‘Unless you and your company become adept at business concept innovation, more imaginative minds will capture tomorrow’s wealth.’’5

Strategy Innovation as a Source of Corporate
Renewal
Strategy innovation is often considered the calling card of startup companies looking to enter already-existing markets. However,
established companies also use strategy innovation to their advantage, if they have the instinct for it. We recognize this instinct as a
strong, internal emphasis on corporate ‘‘renewal.’’ The instinct for
renewal is something beyond a cultural norm; it seems to be embedded in the organization’s DNA, what it sees when it looks in the
mirror. These companies are never completely satisfied with who
they are today, but are more interested in who they are becoming.
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Companies such as Procter & Gamble, IBM, and Nokia have not
experienced their sustained success by merely evolving. They have
taken bold, strategically innovative steps at critical points in their
histories to redefine who they were. How else does one explain the
radical shift in the business of these companies from their origins?
Procter & Gamble was once exclusively a soap manufacturer. At
one point in their history, IBM made scales and cheese slicers. Before Nokia was in mobile phones, they were a paper products company. These companies are more concerned with their future than
their past. They are proactive. They believe that corporate renewal
is healthy, if not critical to their ongoing survival and success. All
have confidence that they will still be in business in 2050 without
believing it will be the same business they are in today.
Companies with an instinct for renewal as part of their corporate
DNA are not on a treadmill. They are vigilant in the examination
of their business peripheries, expecting the boundaries to change
as the marketplace changes. And, when more radical opportunities
present themselves, they are poised to respond. That is how a soap
manufacturer becomes successful in the pet food business, how a
producer of cheese slicers wins Nobel Prizes for physics, and how a
paper products company becomes a world-beater in wireless communications. They expect to renew through strategy innovation
and, in the process, be more vital tomorrow than they are today.

Summary
◆

Strategy innovation is shifting a corporation’s business strategy in order to create new value for both the customer and
the corporation.

◆

Strategy innovation is a process of applying innovative thinking to the entire business model of a company, not just to its
products or inventions.

◆

Strategy innovation is the process of finding a way to
‘‘change the rules of the game’’ so that your company’s products, competencies, and assets provide you with a competitive advantage in the marketplace.
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◆

While strategy innovation may be critical for success (or survival) in dynamic markets, it can also be a source of competitive advantage in more stable markets.

◆

Established companies with an instinct for corporate renewal
use strategy innovation to remain vital and relevant over
time.

◆

Strategy innovation can provide new growth prospects for
companies in any marketplace and should be a capability, if
not a core competence, of every company hoping to survive
in the dynamic business world of the twenty-first century.

Endnotes
1. Jack Welch, from GE’s 2000 Annual Report.
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Chapter 2

S T R AT E G Y I N N O VAT I O N I S
M ANAGING THE F UTURE
There are always two parties—the party of the Past
and the party of the Future; the Establishment and the
Movement.
—RALPH WALDO EMERSON

When do you know that you need strategy innovation? In most
cases, it is when the projection of revenues for future products and
services does not add up to the company’s growth targets. When
this happens, business leaders scramble around to find ways to address this ‘‘delta,’’ the difference between the revenues they expect
to generate and the revenues they need to generate (see Figure 21).

The Dreaded Delta and the Spiral of
Incrementalism
The knee-jerk reaction to this revenue-target dichotomy is to pull
together a team of people to brainstorm some new product ideas
or acquisition targets to fill the dreaded revenue delta. Over the
years, creativity in the form of brainstorming events has earned its
reputation as a viable method of creating incremental new product
13
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Target Revenue

“Dreaded Delta”

Revenue

Projected Revenue

Time
Figure 2-1. The dreaded delta.

and service ideas in corporations. However, the problem with many
brainstorming efforts is that they are done within the context of
the base brand or current business and tend to produce only line
extension opportunities or incremental product improvements.
They take current products and make them slightly more powerful,
slightly more colorful, or slightly longer-lasting (at a slightly higher
price). Often, these slightly better line-extension products can help
fill the revenue delta, as long as the delta is not too big.
After years of creating line extensions to fill revenue gaps, corporations often evolve into ‘‘institutions of incrementalism.’’ This is
particularly true in companies that have had a successful product
or brand on the market for many years. Whenever additional revenue is needed, a new line extension of the current product is introduced. With a strong brand, it is not too difficult to introduce a
successful line-extension product. The line extension can usually
use the same manufacturing facilities, the same distribution system,
and the same sales force as the base brand, minimizing incremental
costs. Because it leverages a known brand name, market acceptance
is likely, and additional revenues (from the slightly higher price)
are almost certain. Because it is similar to other products produced
by this business system, the process for getting it to market is relatively easy, fast, and problem-free. A downside to leveraging the
base brand through line extensions is the relatively low incremental
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revenue that results, as cannibalization of the base brand will account for some of the additional revenue.
Meanwhile, the business systems of the company adapt to this
strategy of growth through incrementalism. We worked with a
company once that had become a victim of its line-extension success. Its operations had become more efficient around dealing with
line extensions, but less flexible in their abilities to accommodate
new and unique products. Financial controls and hurdle rates for
new products were set to the attractive level of line extensions, making it difficult for new products requiring additional costs or investment spending to be approved for development. The corporate
culture, which rewarded people who quickly brought new line extensions to market, was less patient when nonincremental products
had a longer time frame or required more attention or problemsolving to develop. When this happened, the company became
caught in a spiral of incrementalism. It had become very efficient
at developing low-volume, high-profit line extensions, and the internal systems prevented it from identifying, developing, or introducing significantly new products and services to the market. The
company had lost its ability to significantly grow the business.
As long as the base brand remains vibrant with growth potential
in the marketplace, the spiral of incrementalism can be an efficient
and profitable way to run the business. If the brand saturates the
market, the market undergoes some change, or the brand loses
some of its previous vitality, growth slows, and the dreaded delta
appears. Richard Foster and Sarah Kaplan, in their book Creative
Destruction, write, ‘‘The reason IBM stumbled was that something
was wrong with John Akers’s view of the world—with his mental
model. Akers believed in continuity in gradual, incremental change.
But the world had become discontinuous.’’1 When this happens, it
is time to find a new growth platform for the company, a new
‘‘engine’’ to drive future revenues and profits. Akers’s successor at
IBM, Lou Gerstner, was successful in doing that and, as a result,
was able to save the computing giant from break-up or collapse. By
refocusing the company’s expertise on computing services and its
patents on technology licensing, Gerstner created significant new
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business platforms that will continue to drive growth in IBM’s future.

The Corporate Dilemma of the Current
Business vs. the Future Business
It is not easy for the senior management team of an existing company to navigate the whitewater conditions of a dynamic marketplace. Everything seems to be constantly changing—products,
technologies, competitors, customer needs, distribution channels,
and so on. How should the company respond? Is it better to take
action or wait for the market to settle down? Should the company
stick with their current strategy or move to a new one?
On the one hand, the company must manage its current business, which has been proven and time-tested in its ability to find a
market and deliver a product or service to that market. This predictability represents a low-risk means for the company to meet its
financial goals, ensuring its survival. It is the goose that laid the
golden eggs. However, that current business is probably working
off an older business model, created in the past when the market
conditions were quite different. Being an older business model, it
may have an infrastructure and overhead expenses that are inordinately high, keeping prices high and making the market an attractive target to new, leaner competitors. A start-up company with a
Web site and access to cheap manufacturing capabilities overseas
could replicate your products at lower prices and steal your market
share. A global goliath could apply its considerable resources and
technologies to offer your customers more than you can. All existing businesses are vulnerable, to some degree, to competitive pressures in a dynamic marketplace, making their futures uncertain.
On the other hand, there are countless ways for a company to
create new business opportunities in a dynamic marketplace.
Change in the status quo of any market component creates some
degree of disequilibrium, which means that there are likely to be
customers somewhere who are being underserved or business systems that are not working at full efficiency. This results in the po-

.......................... 10127$

$CH2

06-16-03 13:05:45

PS

S       I  I M   F

17

tential to create value, which is the basis for new, future business
opportunities. Revenue generated from these new ventures can help
fuel the future growth necessary to keep the company financially
vital and attractive to investors, suppliers, and employees. However,
new business opportunities have a downside. They can introduce
potential new risks to the company’s financial equation, as the development and successful implementation of a new business opportunity is far from certain. Spending too much or taking too much
time to pursue these new, untested opportunities may kill the
goose, cutting off your golden egg supply.
This ‘‘tension’’ between focusing on the current, lower-risk (but
vulnerable) businesses versus higher-risk new business opportunities is often a critical factor in the creation of a corporate strategy.
It is the corporate strategy that identifies how the company will
allocate and develop its resources to meet both current and future
market needs, while keeping the company financially viable. Therefore, it is an important strategic imperative to consider how a company will balance the needs of today’s business while pursuing the
business needs of the future. Jim Collins and Jerry Porras, in their
book Built to Last: Successful Habits of Visionary Companies, write,
‘‘Managers at visionary companies simply do not accept the proposition that they must choose between short-term performance or
long-term performance. They build first and foremost for the long
term while simultaneously holding themselves to highly demanding
short-term standards.’’2
Although allocating time, attention, and resources to managing
the future business will divert time, attention, and resources from
managing the current business—and vice versa—this tension between the present and the future business is a healthy tension to
foster in an organization. Linda S. Mayer, the senior vice president
of marketing and product development at Moen, calls it the need
for ‘‘bifocal vision.’’ It requires everyone to always determine and
strike a balance of the two, thus preventing the urgency of the present from overshadowing the importance of the future.
Business school professors Michael I. Tushman (Harvard) and
Charles A. O’Reilly III (Stanford), in their book Winning through

.......................... 10127$

$CH2

06-16-03 13:05:45

PS

T  W    W   S    I    

18

Innovation: A Practical Guide to Leading Organizational Change and
Renewal, address this difficult trade-off between the present and
future businesses of corporations. ‘‘To succeed both today and tomorrow, managers must play two different games simultaneously.’’
They go on to explain how the management of today’s business
requires a focus on efficiency and stability, aligning and improving
the productivity of all facets of the business model. The business of
the future, however, requires ‘‘streams of innovation,’’ which can
be a destabilizing force because they require corporate change.
‘‘Given these contrasting forces for change and stability, managers
need to create ambidextrous organizations—organizations that celebrate stability and incremental change as well as experimentation
and discontinuous change simultaneously.’’3
One way to foster this healthy tension is to create an internal
corporate system focused on strategy innovation and the future. By
formalizing such a system, senior management makes a corporate
commitment to the importance of the company’s future, while still
running today’s business. Chapter 12 outlines some important considerations in the formalization of a strategy innovation system.

Strategy Innovation Is Managing Your Business
Toward the Future
Organizations that have found it difficult to focus on managing the
future business provide a range of excuses, including:
◆

Corporate myopia

◆

Industry turbulence

◆

Future incompetence

Corporate Myopia

There are some companies that are so engrossed in managing today’s business that they claim they cannot find the time or energy
to think about tomorrow. We recently asked the senior management team of a billion-dollar corporation to speculate on the com-
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pany’s future, and on which direction it might take to identify new
business opportunities. It was clear from our interviews that only
two people on the team had spent any time thinking about the
company’s future beyond their current one-year planning period.
This is probably not unusual. Especially in light of the downsizing
and the relentless pressure to make the quarterly numbers in many
organizations, the urgency of today’s business supersedes the importance of tomorrow’s business.
Industry Turbulence

Other companies, particularly those involved with fast-changing industries such as communications and technology, claim that attempts to understand the future are fruitless, given the chaos and
unpredictability they see in their markets. With technologies, products, and pricing changing so rapidly, they maintain that it is impossible to speculate on where those markets might be in a threeto-five-year time frame. As a result, many of these companies take
a reactive approach to the future, preferring to make decisions once
market dynamics are clearer.
Future Incompetence

Finally, we have also run into companies that know it is important
to understand the future and want to do it, but they do not know
how to go about doing it. Their typical response is to try to find
someone who ‘‘really understands the future,’’ who can advise them
on what to do about it. They want the answer delivered to them by
an enlightened outsider. The search for this person is rarely
‘‘prophet-able.’’ Futurists vary significantly in the assumptions they
make and the factors they consider. None have the answer.
As a result of this lack of attention, the future is an unknown,
mysterious place for many companies. The mystery even leads to
some myths about the future, which can actually discourage its exploration. For example, many people see how sudden changes can
have an impact on a market. Believing that these changes could not
have been predicted, they assume that all ‘‘forecasts’’ of the future
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are too tenuous to be of value. Therefore, they do not bother to
explore the possibilities of the future.

Assumptions About the Future
Strategy innovation can be a powerful means of managing your
business toward the future. However, the effective pursuit of strategy innovation requires a few basic assumptions about the future.
1. The future does not yet exist and can be created.
There are some people who feel that the future has already
somehow been determined and will be revealed to us as it arrives. For them, the future is like an actor, with lines carefully
rehearsed, waiting backstage for the right moment to enter the
scene. Those who feel this way tend to be very reactive in their
actions, for they fear that they cannot control the future. They
will take no action until the future arrives. Then, they will ‘‘see
what the future holds’’ and respond to it. Perhaps they feel the
future is so powerful that it will nullify their actions, so why
waste energy and resources now?
By definition, the future does not exist and never will (once
you experience tomorrow, it is no longer tomorrow, but today).
Therefore, because the future is not a fait accompli, it can be
influenced. Although maybe not a totally blank canvas, the future has considerable latitude for the artist to make an impact.
Actions taken today by a company will result in some future
effects in the marketplace. Therefore, proactive companies that
take those actions today will have the greatest influence on the
future. Reactive companies may survive into the future, but it is
the proactive companies that will create that future. The proactive companies can, through their actions, ‘‘change the rules’’ in
the marketplace, requiring the reactive companies to play the
game a different way or perish.
2. The future cannot be precisely predicted, but its forces can be identified.
If all trends were linear, constant, and noninteractive, it might
be possible to predict the future. However, trends change, and
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so much of the future is shaped by events that cannot be predicted. We call these events discontinuities, things that shift the
trend lines. They are inflection points that cause the future to be
diverted from its previous path. The invention of the transistor,
the evolution of the Vietnam War, and the development of the
Internet were all discontinuities that had a significant impact on
the future that we are now experiencing. The human genome
project, the 9/11 terrorist attacks, and nanotechnology may have
a similar impact on our children’s future.
Although these elements cannot be predicted with any degree
of certainty, the forces that led to them would have been quite
easy to spot—by those who were searching for them. As we will
discuss later in this book, we were involved in a strategy innovation initiative in the mid-1990s where an industry expert shared
a concern that terrorist attacks could render city water supplies
vulnerable. Back then, that seemed a very unrealistic possibility.
But those who were in positions of responsibility recognized the
potential because they were dealing with such issues every day.
It is a valuable exercise to identify existing forces that could have
an impact on the future. It is not the same as predicting the
future, but it is gaining market foresight that can help understand and shape the future.
3. The future is not one-size-fits-all, it is proprietary.
When you see a cow standing in a field, what do you see? A
farmer may see his chores. A toddler may see something scary.
Ben & Jerry see a potential supplier. The point is that we all see
things differently, based on our experiences and what is important to us (our values). The future is the same way. Companies
perceive the future according to their past experiences, their core
competencies, and their values and aspirations. Therefore, two
companies from the same industry may see the same forces in
the marketplace, but paint two totally different pictures of the
future. The future you see is proprietary to you, based on your
values. It cannot be delivered by a consultant, it must be discovered by you.
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With these basic assumptions about the future, you are now
in a position to explore the future for strategic opportunities
that exist there.

Future Business Opportunities Will Drive a New
Corporate Strategy
What does your company currently understand about its future?
How might your markets change? What business opportunities will
exist in these future markets? How will your company participate
in these markets? Who in the company is focused on that question?
These are important questions for all companies in all markets to
consider as they create their business strategies.
In thinking about what your future business strategy might look
like, there is often the question of which comes first—the new business opportunity or the new corporate strategy? Although not quite
as perplexing as its chicken-egg cousin, this question might make
for an interesting research project for an aspiring professor. Do corporations establish their strategies and then look for business opportunities to support those strategies or is it the other way
around—first finding a business opportunity and then creating a
new corporate strategy around it?
A case could be made for the strategy coming first. A quantitative
analysis of markets done in the context of a strategic model (such
as Michael Porter’s Five Forces Model, or Bain & Company’s Profit
Pools Analysis) can identify ‘‘gaps’’ in the market, areas of profitability, or market segments where the company could have a sustained competitive advantage. In this case, a preferred company
positioning in the marketplace can be identified first, leading to a
search for new business opportunities to support that strategy.
However, we believe that new corporate strategies more often
come from first identifying a new business opportunities. Many of
the examples in this book reflect a new corporate strategy being
created based on the identification of exciting new business opportunities. Having a portfolio of new business opportunities to choose
from will provide senior management even greater flexibility in
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crafting a competitive strategy. Henry Mintzberg, a professor at
McGill University and author of The Rise and Fall of Strategic Planning, observes that opportunities beget strategies. He wrote in the
Academy of Management Executives, ‘‘Good strategies grow out of
ideas that have been kicking around the company, and initiatives
that have been taken by all sorts of people in the company. . . .
That means that a lot of very effective, so-called strategists or chief
executives don’t come up with the brilliant new strategy.’’4
Robert Galvin, former CEO of electronics giant Motorola, claims
that in his more than forty years at the helm, it was the new business options available to him that often drove his corporate strategies. He explained, ‘‘Strategy is determining the most worthy place
to apply your resources. You allocate the resources to the ideas that
have the most promising potential. Before allocating those resources, you should have surveyed all of your options and selected
the best one.’’

Portfolio of New Business Opportunities:
A Valuable, Intangible Strategic Asset
It stands to reason that if new business opportunities help drive the
creation of new corporate strategies, then having a portfolio of
many new business opportunities provides senior management
with more options and more flexibility in their strategy-making. A
portfolio of new business opportunities can provide the company
with choices on how to grow the business. A diverse portfolio, consisting of shorter-term and longer-term opportunities as well as
lower-volume and higher-volume options, can provide senior management with choices on how to meet the changing needs of the
business.
The portfolio of business opportunities becomes, then, a strategic asset for the company. As an asset, it is worthy of investment by
the company to develop, update, and maintain this portfolio. We
believe that all companies should consider investing in a process of
strategy innovation, either on an ad hoc basis or as an ongoing, core
capability. Strategy innovation and the portfolio of new business
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opportunities created by a strategy innovation process is a valuable
asset for competing in the future.
Much has been written recently about the growing importance
of intangible assets on the ability of corporations to compete in
today’s economy. Tom Stewart, editor of Fortune magazine, wrote,
‘‘Intellectual capital—not natural resources, machinery, or even
financial capital—has become the one indispensable asset of corporations.’’5
In their book Invisible Advantage: How Intangibles Are Driving
Business Performance, Jonathan Low and coauthor Pam Cohen Kalafut write, ‘‘Threats and opportunities arise because intangibles
have value. Value lies in the skill and knowledge of the people who
manage a business and those who work for it. . . . It’s built into
how a company operates: the ideas that it pursues, the innovations
it can bring to market, the information systems that tell managers
what is going on in the world and in the organization.’’6
Low and Kalafut go on to say that intangible assets, including
such things as products in the R&D pipeline, can have a significant
effect on the company’s valuation. In research they did for the Cap
Gemini Ernst & Young Center for Business Innovation, Low and
Kalafut found that ‘‘on average, 35 percent of professional investors’ allocation decisions are driven by consideration of nonfinancial data or information about intangibles. In other words, more
than one-third of the information used to justify these large-scale
investment decisions is nonfinancial.’’7
We witnessed, in anecdotal form, the increase in corporate value
that is possible based on the existence of intangible, strategic assets.
Clinical Diagnostics was a division of Eastman Kodak when we first
worked with them in the early 1990s to develop a ten-year strategic
map for their business. Shortly after our initiative, Johnson & Johnson acquired Clinical Diagnostics to supplement their line of medical diagnostic equipment. According to José Coronas, the president
of Clinical Diagnostics, Kodak received a premium price for their
division because of the quality of their strategic map for the future.
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Who Is Minding the Future?
Very few companies have a formalized process or infrastructure for
creating new business opportunities for the future. Most are capable of generating new product ideas, which can often turn into new
business opportunities. But few take the time to research the emerging marketplace and try to understand how it could differ from the
markets of today and what opportunities might be available. Few
take the time to understand customers and their unarticulated
needs, which can lead to significant market opportunities of the
future. Few examine the many ways that companies are rethinking
and streamlining their business models in order to deliver customer
value more efficiently and effectively.
Why is this the case? We believe it is because most companies do
not have someone responsible for the future. In companies that
phased out their corporate strategic planning departments in the
mid-1980s (as Jack Welch did at GE), there is frequently nobody
who is focused on the role that strategy can play in growing a business for the future. As a result, strategies are merely carried over
from previous years and eventually become fixed as a way the company does business, something that is a ‘‘given’’ from year to year.
It does not have to be this way. Strategy innovation and its focus
on the future can (and should) be senior management’s responsibility and a core capability for any company. Finding innovative
ways to deliver higher value to customers will create new markets
and growth opportunities, giving the company first-mover advantage. It can also provide differentiation from competition, which
keeps margins and profits strong. Companies with portfolios of
new business opportunities will be more strategically agile in the
nearer-term and better poised for corporate renewal in the longerterm.
Many companies invest heavily in R&D to identify innovative
new products that can fuel future company growth. It only makes
sense that companies should also invest resources to explore ways
of creating innovative strategies for the future. Both are strategic
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assets that can be effective individually in a market but can be even
more effective when they work together—an innovative product
with an innovative business model.
To compete in tomorrow’s markets, senior management needs a
‘‘road map’’ of the emerging future and a portfolio of new business
opportunities aimed at creating value in that future. Being proactive and discovering new opportunities that fit the changing needs
of a dynamic marketplace is the process of strategy innovation.

Summary
◆

At the point when companies experience the ‘‘dreaded delta,’’ the
gap between their projected revenue and the revenue required to
maintain their businesses, they will need a capability for strategy
innovation.

◆

If your business operates to annually introduce incremental
product improvements (line extension products) to the marketplace, you may not have the business systems necessary to identify
significant new business opportunities for strategy innovation.

◆

All companies must balance the needs of today’s business with
the needs of tomorrow’s business. Strategy innovation can be a
powerful means of managing your business toward the future.

◆

The effective pursuit of strategy innovation requires a few basic
assumptions about the future:
1. The future does not yet exist and can be created.
2. The future cannot be precisely predicted, but its forces can be
identified.
3. The future is not one-size-fits-all, it is proprietary.

◆

The identification of new business opportunities in the future
can drive new corporate strategies.

◆

Having a portfolio of future new business opportunities is an
important corporate asset.

◆

To compete in tomorrow’s markets, senior management needs a
‘‘road map’’ of the emerging future and a portfolio of new business opportunities aimed at creating value in that future.
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Chapter 3

S T R AT E G Y I N N O VAT I O N I S N O T
S TRATEGIC P LANNING
Strategic positionings are often not obvious, and finding them requires creativity and insight.
—MICHAEL PORTER

Although the concept of strategy innovation as a corporate capability is intriguing, it is an elusive goal for most organizations. The
reason for this is that most corporations have in place processes for
doing strategic ‘‘planning,’’ but not strategic ‘‘innovation.’’

The Strategic Planning Process Will Not
Produce Strategy Innovation
In 1993, Bain & Company began a multiyear research project to
measure the management tools being used by senior executives to
improve the performance of their companies. In the results of the
2001 survey of 451 senior executives in companies around the
world, ‘‘strategic planning’’ was the most frequently mentioned tool
being used in corporations today, by 76 percent of executives.1
The Bain survey, however, does not specify what constitutes strategic planning in an organization. Our experience suggests that it
encompasses a wide range of different activities across companies
28
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and even across different business units within the same corporation. On the one hand, some companies pull together their yearly
budgets for the upcoming fiscal year and call that a strategic planning process. At the other end of the spectrum, there are companies
that hire large consulting companies, such as Bain & Company,
Boston Consulting Group, or McKinsey, and spend a significant
amount of money analyzing the marketplace and competitors, and
identifying any ‘‘gaps’’ in the marketplace that might suggest a new
strategic opportunity. That is the deluxe version of strategic planning, done by larger corporations.
At the risk of overgeneralizing, we suspect that much of the strategic planning done in most business units of corporations is somewhere between these two extremes. It is likely that most strategic
planning includes some review of the market and competition, such
as updating market shares, revenue, and growth projections each
year. It might also include a SWOT analysis (strengths, weaknesses,
opportunities, and threats), reminding management where the
company is strong relative to competition and where it is vulnerable.
However, the strategic planning in most companies is rarely an
exercise in creating new and effective strategies for the future of the
company. Instead, the strategic planning process is more often one
that perpetuates, and at best revises, the current strategy every year.
Richard Foster and Sarah Kaplan, in their book Creative Destruction, write, ‘‘Often today’s strategic planning does not attempt to
collect information that could challenge existing mental models. It
focuses on reanalysis of the existing businesses and the analysis of
similarly sized competitors, rather than attempting to understand
what is happening at the periphery of the business and how it might
change.’’2
Does your company have a standard ‘‘format’’ for the strategic
planning presentation? Do you start this year’s strategic planning
process by referring back to tables and projections from last year’s
strategic plan? Are many of the tables already on spreadsheets that
just need updating? If so, your strategic planning process is built
around revising the strategy that is already in place. For a lot of
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companies, this is quite logical. If there are no dramatic changes in
the market and the company is not hemorrhaging red ink, then
continuing with last year’s strategy is more efficient than starting
from scratch. ‘‘If it ain’t broke, don’t fix it.’’ Perpetuating the current strategy in your strategic planning process may be quite adequate for your market and your company’s needs—but it won’t
lead to strategy innovation.
What financial targets are usually set for your business unit in
the strategic plan? Do the targets encourage or require any risktaking with the elements of the strategic plan? Is there any strategic
‘‘stretch’’ required? In many companies, there is an emphasis on
steady, predictable financial growth from year to year. There are no
surprises in the targets, which encourage no surprises in the strategic plan. Bets are placed on the tortoise, not the hare. These expectations send the business unit managers looking for incremental,
predictable revenue growth each year. Introducing a lemonflavored line extension of the current product does not raise corporate eyebrows the way an innovative, new-to-the-world product
would. As a result of incremental financial targets, the strategic
planning process in many companies encourages incremental
growth within the existing strategy and business model.
Is number crunching an integral part of your strategic planning
process? Do you spend a lot of time making all of the numbers in
the plan ‘‘fit’’? Numbers are frequently used in strategic planning
to track sales, shares, and trends in a market. Those numbers are
then used to make projections for the future of that market. When
that is the case, the projections for the future are typically extrapolations of historical data. This process reinforces the notion that the
future is expected to be an extension of the past. If it is believed
that the future will look just like the past, then perpetuation of the
current strategy is logical. However, strategic planning filled with
statistics rarely leads to strategy innovation. Henry Mintzberg, in
his book The Rise and Fall of Strategic Planning, wrote, ‘‘. . . nobody
in the history of the world has ever created a strategy through an
analytical process.’’3 The analytical discipline of the strategic planning process with its year-to-year comparisons and extrapolations
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is one more reason why the strategic planning process is more of a
perpetuation of the historical strategy and business model than the
creation of the company’s optimal strategy for the future.

Strategy Innovation vs. Strategic Planning
If you are intrigued by the potential of strategy innovation for your
company, be aware that you will not get it from your current strategic planning process. You will have to create a separate process for
strategy innovation, one that is:
◆

Creative

◆

Market-centric

◆

Heuristic (discovery-driven)

Creative

Strategy innovation requires a creative process, not an analytical
one. It requires people to listen to customers in new ways, design
new types of products, and envision strategies for markets that do
not currently exist. It is a process that is as disciplined and structured as strategic planning but uses creativity, rather than analysis,
as the primary tool. The raw materials for strategy innovation are
insights, which are new perceptions and new understandings of
value. Insights can come from listening to or observing customers—their words, actions, emotions, and wishes. Insights can come
from listening to industry experts or thought leaders as they explain
their understanding of the present and future dynamics of a marketplace. Insights can also come from listening to people who are
not entrenched in your industry, company, or culture, as they are
in the best position of offering a fresh perspective.
The quality of the insights necessary for strategy innovation cannot come from statistics. People with a strong analytical orientation
can participate in the strategy innovation process (everyone has the
potential for creativity), but they must check their quantitative tools
and mind-sets at the door. They can have them back when it comes
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time to evaluate and quantify the business opportunities developed
by the strategy innovation process. However, the process for strategy innovation is a creative one, not an analytical one.
Market-Centric

Strategy innovation requires a market-centric process, not one that
is company-centric. For many, this shift is as significant as the Copernican revolution. You will recall from high school science class
that Copernicus identified the sun as the center of the universe
(heliocentric model). Just like people used to believe that the sun
and stars revolved around the earth, many of today’s corporate executives believe that their companies are the center of their business
universe, and that all other stakeholders (shareholders, suppliers,
customers, and employees) revolve around them. Customers must
shop at hours most efficient for the company. Suppliers must
change their delivery schedules to meet the company’s needs. Employees must move to a new location if the company wants them
to. Strategy innovation proposes, instead, that customers and the
dynamics of the marketplace are the center of the business universe
(market-centric), and that wise companies will consider setting
their orbits around them. If customers need call centers to receive
the service they need, companies should consider changing their
business models to create them. If Third World markets need
household products at lower prices, companies should explore innovative ways of providing them.
To be clear on this point, we are not suggesting that companies
meet all customer needs or sacrifice sound financial management
to fulfill those needs. Successful strategy innovation requires that a
new business opportunity add significant value for both the customer and the company to be worthwhile. However, the starting
point for that consideration should be the needs of the customer/
market, not the company’s needs.
Heuristic

The strategy innovation process is not as predictable and linear as
the strategic planning process in most companies. Revising plans
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and updating numbers have a predictability that allows you to
schedule strategic planning sessions months in advance. Strategy
innovation is a grassroots, discovery (‘‘heuristic’’) process that is
dependent on the quality of the insights gained along the way.
Sometimes it happens quickly, sometimes it takes many iterations
before a breakthrough is achieved. Customer interviews might not
reveal new expressions of value in the first month of trying. An
examination of future market dynamics may suggest several very
different future scenarios that will take a while to sort out and evaluate. There will be starts and stops, dead ends, and a need to revisit
previous work done. The iterative nature of the process means that
the imposition of deadlines may affect the quality of the output.
That is, a team may be forced to stop exploring because of a deadline, rather than because they have already discovered all the great
insights they need. Flexible timing is more accommodating to the
heuristic nature of the strategy innovation process.
Another difference between traditional strategic planning process
and a strategy innovation process is the orientation toward time.
There is a natural tendency in the strategic planning process to start
the planning with ‘‘today’’ and then make projections, based on
historical trends and today’s statistics, out to ‘‘tomorrow.’’ It is
starting with the known and working toward the unknown. This
near-term to long-term work flow reinforces the evolutionary nature of the strategic planning process.
The strategy innovation process, on the other hand, works best
in the other direction: It starts with ‘‘tomorrow’’ and then plans
backwards to ‘‘today.’’ To be successful, the search for new business
opportunities cannot be constrained by today’s corporate conditions or today’s market conditions. The search for opportunities
cannot get bogged down in arguments over resource allocation.
Strategy innovation is decidedly future-oriented. It must be able to
transcend today’s conditions and imagine what is possible in the
future. After identifying potential new business opportunities in the
future, the planning works backwards to identify the key strategic
milestones to get there. In this way, the more tangible appeal of
new growth opportunities acts as a ‘‘future-pull,’’ which will help
the company in its decisions on resource allocation (see Figure 3-1).
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Strategic Planning Process

Strategy Innovation Process

Analytical
Numbers-driven
Company-centric
Logical/linear
Today to tomorrow
Extend current value
Fit the business model

Creative
Insights-driven
Market-centric
Heuristic/iterative
Tomorrow to today
Create new value
Create a new business model

Figure 3-1. The strategic planning process vs. the strategy innovation process.

Where traditional strategic
planning focuses on building
value in current markets,
strategy innovation focuses
on creating new value in new
markets. In the 1960s, Xerox
had a near monopoly on the
sales and servicing of large
copy machines to large businesses. Their business model
consisted of a direct sales
force that sold leased, highend equipment, and an extensive service network (profit
center) to keep the equipment operating. In their strategic planning processes at
the time, much of Xerox’s
focus was no doubt on determining how to extend or improve the current value
delivered to current customers, e.g., faster machines, new
sorting methods, faster service response, or better leas-
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Process Tip:
Strategy innovation is best
achieved by leaping ahead
and working backward.
You cannot discover distant
lands if you remain tethered
to your current one. Often
we believe that some invisible constraints prevent us
from seeking new and unique
solutions to our problems.
Make a conscious effort to
break the bonds that hold
you to your current operating system or business model
and explore far-reaching
possibilities. Dare to dream.
When you find a dream out
there that fits or helps solve
your problem, figure out a
way to take it back to your
world. Leap ahead, work
backwards.
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ing plans. These means of value-enhancement can help grow
revenues while leveraging the company’s current strategy and business model.
However, there are also other ways of delivering value to customers. Canon discovered a different way to deliver value in the copier
market. Using their skills in microelectronics and optics, they
developed a copier with a replaceable cartridge, which they sold as
the first personal copier. Aimed at small businesses and individuals,
these copiers were inexpensive, required little or no maintenance,
and could be purchased through existing retail channels. Canon used
strategy innovation to redefine value in the marketplace for copying
machines. As with Canon, the opportunity to create new value has
tremendous revenue potential. At the same time, it will likely require
a company to consider the development of a new business model in
order to implement the new strategy. Xerox stayed with their old
business model for a long time and suffered for it.

Strategy Innovation and THEN Strategic Planning
Developing an internal strategy innovation process to identify new
ways of competing in the dynamic markets of the future does not
mean that strategic planning is obsolete. In fact, we believe the strategic planning process and the strategy innovation process both need to
exist and to work together. The way we propose that they work is for
a strategy innovation process to be established that will ‘‘plug into’’
the strategic planning process. In other words, do strategy innovation
and THEN do traditional strategic planning (see Figure 3-2).
In this case, strategy innovation becomes the ‘‘fuzzy front end’’
of the strategy creation process within a company. Its creative, market-centric view of the future will provide a portfolio of new business opportunities that exist, which the company can consider.
These new opportunities can then feed into the company’s current
strategic planning process. There, the focus on numbers and fit with
current corporate capabilities can help refine, evaluate, and ultimately integrate the opportunities identified. The creative process
leads to the evaluative process. The ideas meet the implementation
details. The strategy innovation process finds new ways to provide
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Corporate Strategy Creation
Strategic Planning
Process
Strategy Innovation
Process

Figure 3-2. Integration of strategy innovation and strategic planning.

new value in the marketplace, and strategic planning determines if
those opportunities provide new value for the company.
Corporations that choose to conduct strategy innovation on an
ad hoc, initiative basis will want to consider planning a new initiative every few years to feed into the strategic planning process. They
will find that the portfolio of new business opportunities they identify can remain robust for two to five years, depending on how
quickly their markets are changing. At the end of that time, the
market dynamics will have shifted, new technologies will be available, the strategic road map will have been played out, and it will
be time to reexamine what the future might hold.
This was confirmed by Bob LaPerle, currently a corporate vice president at Eastman Kodak, who led two corporate-wide strategy innovation initiatives at Kodak in the 1990s. At that time, LaPerle noted, ‘‘I
think it is valuable to do a study like this every two to three years, to
look out five years. We need to challenge our paradigms every few
years, especially if our business case is built on them or is sensitive to
them. We should find out what the frontier looks like, challenge our
thinking with outside experts, and see if our business case holds up.’’
For those companies that choose to conduct strategy innovation on
an ongoing, formalized basis, they will want to find a way to integrate
the strategy innovation process with their internal strategic planning
process. It can be a formal ‘‘hand-off’’ of results from one group to
the other, although that runs the risk of a not-invented-here reaction
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on the part of the receiving group. Preferably, there will be some intermingling of the strategy innovation and strategic planning groups, so
that continuity is established and the opportunities flow seamlessly
from their development stage to their evaluation stage. Since the
1990s, Eastman Kodak has moved from conducting strategy innovation initiatives to the development of a formalized strategy innovation
process, which they call their Systems Concept Center. In it, they have
created a separate venture board structure to help move new ideas
from creation through to commercialization, providing the crucial
link between strategy innovation and strategic planning. This center is
beginning to play an important role in the identification and integration of significant new business opportunities to Kodak.

Chapter Summary
◆

Strategic planning in most companies is rarely an exercise in creating new and effective strategies for the future of the company,
making it ineffective for strategy innovation.

◆

Strategic planning is typically a highly analytical, quantitative
process that focuses on corporate issues of today and today’s
business model, extending out into the short-term future.

◆

For effective strategy innovation, companies must create a new
process, one that is creative, market-centric, heuristic (discoverydriven), and focused on the future.

◆

A process of strategy innovation should be the ‘‘fuzzy front end’’
of an overall strategy creation process, leading seamlessly from
opportunity identification and creation (strategy innovation) to
opportunity evaluation and integration (strategic planning). Do
strategy innovation and THEN do strategic planning.

Endnotes
1. Darrell K. Rigby, ‘‘Bain & Company Management Tools 2001 Global
Results,’’ Annual Survey of Senior Executives.
2. Richard Foster and Sarah Kaplan, Creative Destruction (New York: Currency/Doubleday, 2001).
3. Henry Mintzberg, The Rise and Fall of Strategic Planning (New York:
The Free Press, 1994).
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Chapter 4

T HE D ISCOVERY P ROCESS
Our quest for discovery fuels our creativity in all fields,
not just science. If we reached the end of the line, the
human spirit would shrivel and die. But I don’t think
we will ever stand still: we shall increase in complexity,
if not in depth, and shall always be the center of an
expanding horizon of possibilities.
—STEPHEN HAWKING

Do not outsource the strategy innovation process for your company! Regardless of how downsized, bogged-down, or downright
busy your people are, they can find the time and energy to participate in a strategy innovation initiative. These initiatives are a welcome relief from employees’ day-to-day responsibilities because
they are opportunities to view the business from a much different
perspective. Your people get to see the big picture, they get to see
longer-term, and they get to embrace a companywide, cross-functional perspective that is often lacking in their functional silo-based
daily activities. It is also a chance to explore, speculate, and imagine
new possibilities for the future. A strategy innovation initiative is
frequently the type of activity that pulls together organizations by
aligning people and departments to a common goal, a shared purpose.
Try a strategy innovation initiative with an internal, ad hoc
38
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group before thinking about building a more formalized system for
strategy innovation. Experiment with it. Try different approaches,
with different teams of people—either sequentially or simultaneously. Every initiative will provide valuable insights and ideas to
your company, which will turn into economic benefits. Some initiatives will yield short-term, business-building innovations, and some
initiatives will produce the breakthrough, market-creating innovations of the future. After getting an idea of how strategy innovation
can work in your company, then you can think about building a
more permanent, in-house capability for it.
To launch a strategy innovation initiative in your company, you
will need some resources (people and funding) and a process. If
you supply the resources, this book will supply the process.

What Is the Discovery Process?
The strategy innovation process, which we have named the Discovery Process, is a method for creating a portfolio of innovative, new
business opportunities that could become the basis for a new strategic direction for your corporation. Corporate teams that have taken
these journeys liken themselves to reconnaissance teams, sent by
their companies to explore the strategic frontiers of their industries.
This imagery reminds us of Lewis and Clark, those brave explorers
sent by U.S. President Thomas Jefferson in 1804 to learn what lay
to the west of the Mississippi River, America’s first frontier. The
team gathered for that expedition was called the Corps of Discovery.
Fast-forward several centuries to another frontier, outer space. Following the highly successful Apollo space program that placed
Americans on the moon, NASA’s space shuttle program launched
the Hubble Space Telescope in 1990 to do reconnaissance work into
inter-galactic space. The name of the space shuttle that delivered
the Hubbell telescope was Discovery. It seemed appropriate to us
that corporate reconnaissance teams would use the ‘‘Discovery’’
Process to explore and discover new business opportunities on their
strategic frontiers, leading to innovative and competitive corporate
strategies.
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The Five Phases of the Discovery Process
The Discovery Process is a series of phases, not a linear series of
steps (see Figure 4-1). By carrying out the phases, your company
will avoid some of the process pitfalls that arise when doing crossfunctional work at the strategic level. The specific steps to be taken
within each phase must be determined by each company individually, as will be explained later in this chapter.
A summary of the five phases is as follows:
1. Staging Phase. In this phase, the Discovery team is selected, key
roles are identified, the objectives of the initiative are established,
and the team is prepared for the process.
2. Aligning Phase. The Discovery team and senior management
align themselves on the focus and scope of the initiative, agreeing on the ‘‘strategic frontier(s)’’ to be explored.
3. Exploring Phase. The goal of this phase is the collection of new
insights on the strategic frontier that can form the basis of new,
value-producing business opportunities in the future. Depending on the strategic frontier and the scope of the initiative, teams
will explore insights related to different exploration ‘‘vectors,’’
including customer value, market dynamics, and/or business
model innovation.
4. Creating Phase. Using the new insights gained, the Discovery
team will create and refine a portfolio of new business opportunities for the future.

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

Figure 4-1. The five phases of the Discovery Process.
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5. Mapping Phase. In this final phase, the team will create a strategic road map outlining key events, trends, market discontinuities, and milestones to move the company into its new strategic
future.

Flexibility of the Discovery Process
All phases of the Discovery Process must be implemented for a
successful strategy innovation initiative. However, just like fingerprints, no two Discovery Processes are alike. The activities that take
place within each phase will vary significantly, based on the individual circumstances of the company and the goals for the initiative.
Accordingly, the costs and timing of the process will vary also, depending on the activities undertaken. The scope of a strategy innovation initiative that is right for your company will typically depend
on the following factors:
◆

Size of company

◆

Size of industry

◆

Type of industry

◆

Strategic frontier

◆

Degree of innovation desired

Size of Company

In general, larger companies have more resources available for
strategy innovation than smaller companies. Yet the process of
identifying new business opportunities is equally important, if not
more important, for smaller companies to consider. The five-phase
Discovery Process presented here is not dependent on a certain
level of resources being available. We recommend that all companies carry out all five phases, regardless of how much time and
money is spent on each phase. However, larger companies with
their greater resources can afford to do more, on a larger scale, than
the smaller companies can.
Larger companies, for example, can usually identify up to a
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dozen people across all their functional areas that can be assigned
to participate on the Discovery team. It is not unusual for each
team member to be able to dedicate up to 20 to 25 percent of their
time over a six-to-eight-months period for this initiative. In the
Exploring Phase, larger-company budgets will allow for team travel
across the country or across the world to participate in professionally organized meetings and customer visits. Depending on the
scope, these global initiatives can last a year or more.
Smaller companies would experience this process very differently. With fewer people available, they might select three company
executives and a college-age intern to participate in their Discovery
Process. To take advantage of the availability of the intern, they may
want to complete the entire initiative over the course of a summer,
which is quite possible on a focused initiative. Instead of elaborate
meetings at customer sites around the country or abroad, teams
from smaller companies might concentrate their exploration efforts
more on local visits with some customers, telephone interviews
with others, and literature searches on marketplace trends via the
Internet.
The implementation of the Discovery Process for strategy innovation is extremely flexible and can accommodate the different resources available in different size companies.
Size of Industry

Similar to company size, the size of the industry will also play a role
in the scope of the Discovery Process. By size, we mean both the
revenues generated and the number of industry ‘‘participants.’’
As you might imagine, being a strategic innovator in the multibillion-dollar automobile industry will require a more significant
Discovery Process than being an innovator in the unicycle market.
The automobile industry is very complex, with many stakeholders
(customers, suppliers, dealers, manufacturers, after-market suppliers, etc.) and market segments to explore. The Exploring Phase in
the automobile industry would likely be quite extensive and take a
great deal of time to implement. The unicycle market, on the other
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hand, probably consists of only a handful of manufacturers, a relatively limited number of distributors, and a small core of user/enthusiasts. Insight gathering in the Exploring Phase would be much
simpler for the smaller, simpler unicycle market, requiring a Discovery Process that is much more limited in its scope and scale.
At the same time, making a significant impact on the automobile
market through strategy innovation could result in significantly
more revenue growth than making a significant impact on the unicycle market. The potentially higher return in automobiles would
justify a greater investment in the Discovery Process in that industry than might be justified in unicycles.
Type of Industry

In addition to size of industry, the type of industry will also help
dictate the scope of the Discovery Process. Industries undergoing a
greater degree of change or transformation will usually require a
more extensive Discovery Process than more stable markets. The
reason is that it is more difficult to gain an understanding of a
market’s future if changes are taking place more rapidly. Very dynamic markets such as the telecommunications industry will have
very complex forces at work—new products, new companies, new
regulations, new technologies, and what some believe is an inevitable merging with the computer industry. Each market expert in the
telecommunications industry may well describe a different emerging market scenario, making it difficult for your Discovery team to
agree on what the future holds for the company. In these more
dynamic markets, it may take multiple exploration efforts and a
longer period of time before the future becomes visible and new
business opportunities can be identified.
More stable markets are much simpler to explore because there
are fewer future-changing forces to consider. A Discovery Process
in the insurance industry, for example, would be a smaller scale
effort than one in the telecommunications world.
Strategic Frontier

The selection of one or more strategic frontiers to be explored in
the Discovery Process will have a critical impact on the size, scope,
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and timing of the initiative. A strategic frontier is a market, product, technology, or business process that lies beyond a company’s
current corporate strategy and business model. The identification
of a single frontier allows the Discovery team to focus their efforts
and activities in the Exploring Phase, interacting with one set of
customers, projecting the future of one market, and seeking insights
on a minimum number of business models. The selection of multiple frontiers will result in multiple explorations in these areas in
order to best understand the opportunities available.
Besides the number of strategic frontiers being explored, the type
of frontier will often dictate the activities necessary. As will be described in more detail in Chapter 8, insights on value in the frontier
can be found along three different exploration vectors: customer
value, market dynamics, and business model innovation. Some
frontiers, such as repositioning the brand name or product to a
different target audience, might require exploration in only one
vector: the customer value vector. The insights from the new target
audience would be most critical for the creation of a new business
opportunity. On the other hand, leveraging an emerging technology
may require exploration in all three vectors. Getting customer insights on the technology (customer value vector), a picture of how
the future market might emerge (market dynamics vector), and an
understanding of how to best organize for the new venture (business model innovation vector) will make that Discovery Process
more complex.
Degree of Innovation Required

We saved the most important consideration for last. The scope and
complexity of the Discovery Process is directly related to the degree
of strategy innovation desired. Companies looking to identify new
business opportunities that will create new-to-the-world markets
and provide them with a unique, sustainable advantage over competition will need to plan on a robust, larger-scale Discovery Process commitment. These more visionary market opportunities will
not emerge from merely holding a brainstorming session or two. It
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may require a longer-term effort for a team, or the company may
decide to form two or three Discovery teams to pursue this level of
strategy innovation simultaneously.
On the other hand, companies that have a new business opportunity already in mind and are searching only for a unique, strategic
twist that will give it a proprietary advantage in the market will
often find it after a brief, more concise Discovery Process.
The degree of innovation being sought is usually one of the first
questions to be considered because it has a direct bearing on not
only the scope of the Discovery Process, but the selection of the
activities in that process.

Strategy Innovation by Degrees: Strategic
Opportunity Spectrum
While Wal-Mart, Charles Schwab, and Dell are often among the
poster-children of strategy innovation in business, they are not necessarily the norm. Strategy innovation does not have to be highrisk, market-creating new ventures that land their CEOs on the
cover of Fortune. Strategy innovation just has to be something beyond today’s strategy that provides new growth opportunities and/
or a competitive advantage in the marketplace. When a company
opens its first sales office outside its home country, it is strategy
innovation. When Time Inc. introduced People magazine, it was
strategy innovation. When Nike used its brand name to enter the
new markets of clothing and equipment, they were practicing strategy innovation.
There is a wide range of the degree of innovation that companies
can target. We define this range of strategy innovation as a Strategic
Opportunity Spectrum, or SOS (see Figure 4-2). On one end of the
spectrum are strategy innovations such as expanding sales offices,
product offerings, and brand names into other markets. These are
‘‘visible’’ opportunities. They are not necessarily new-to-the-world
markets or breakthrough products, but they do represent new value
provided to customers and to your company, which makes them
strategy innovations for you. Visible opportunities are likely to be
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Figure 4-2. Strategic Opportunity Spectrum.

strategic options that management has been aware of for some time
but which just need to be studied and defined before they can be
introduced.
Parked at the other end of the Strategic Opportunity Spectrum
are the classics of strategy innovation, such as Federal Express,
amazon.com, and Starbucks, among many others. These are ‘‘visionary’’ opportunities because they required visionary thinking to
create them. The markets that these companies dominate did not
exist before they created them. They were created to provide value
where customers did not realize they had needs. The moves were
bold, considered risky by some, but resulted in the establishment
of new-to-the-world products, services, and markets.
As with all spectra, the middle represents strategy innovations
that fall somewhere between the visible and visionary ends. There
are no hard-and-fast rules of how to categorize the level of innovation and where new innovative products or services belong on the
spectrum. Think of this middle ground as consisting of products
and services in already-existing markets, but ones that redefine
those markets or represent a dramatic change over how that market
has traditionally operated. Southwest Airlines is an example of a
company that created an innovative strategy between the visible
and visionary ends—a unique business model introduced to an existing marketplace. Digital cameras, wireless telephones, and electrostatic cloth sweepers might also be innovations that fall in the
middle of the SOS.
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Key Elements for Strategy Innovation
Strategy innovation can be done in a company on a one-time, ad
hoc basis. Most of the examples contained in this book come from
initiatives carried out by ad hoc teams. However, there is growing
interest in the development of an internal capability for strategy
innovation. Some of the elements necessary for developing a formalized, ongoing capability for strategy innovation can be found in
Chapter 12.
Whether it is done on an ad hoc or ongoing basis, strategy innovation in any corporation must consist of the following four elements:
1. Management mandate
2. Corporate infrastructure
3. Innovation process
4. Corporate culture
Management Mandate

It is not until senior management in a company commits to strategy
innovation that the company will respond. Employees will generally
set their time commitments to be consistent with the perceived
commitment of their management team. Therefore, the stronger
the management mandate for strategy innovation, the sooner a
higher-quality initiative will be accomplished. For a company looking to build strategy innovation as a core capability, this mandate
must be built into its business systems.
Corporate infrastructure.

The infrastructure requirements for strategy innovation can be
fairly simple, consisting of a team of people and some funding.
Suggestions on finding the ‘‘right’’ people for the team will be examined in detail in Chapter 6, Staging Phase. For larger companies,
the team should be a diverse, cross-functional team of eight to
twelve people in upper-middle management who will have some
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responsibility for implementing new strategic initiatives in the company. Smaller companies will target teams of four to six people and
include people who are directly involved with strategic decisions
within the company. The team must have a captain to guide the
process and a senior-level executive sponsor to fund it.
Funding requirements for a strategy innovation initiative will
range significantly, depending on the size of the company, its industry, and how aggressive the team wants to be in exploring their
strategic frontiers. Some companies have undertaken strategy innovation initiatives that cost in the $50,000 range, while others (usually large, global businesses) have had budgets well into the seven
digits. It is the team that estimates the budget, based on the activities they identify as important to pursue.
Innovation Process

A good team needs a good process for how to go about creating
new business opportunities that lead to strategy innovation. The
Discovery Process is designated to meet that need. The five phases,
described in detail in the next section, are designed to provide
needed structure but allow for flexibility of activities within the
phases to accommodate a wide range of industries and corporations.
Corporate Culture

If a strategy innovation initiative is being done on an ad hoc basis,
the team can create for itself the type of creative, collaborative, and
entrepreneurial environment or culture necessary for its success.
However, if a company wants to develop a formalized strategy innovation capability, then there may need to be adjustments to the
corporate culture to allow it to flourish. More cultural implications
can be found in Chapter 12, Formalizing a Strategy Innovation
System.

Output of the Discovery Process
The Discovery Process will yield a portfolio of new business opportunities that leverage the emerging trends in the marketplace and

.......................... 10127$

$CH4

06-16-03 13:06:29

PS

T  D   P     

49

the needs of potential customers. In the Discovery Process, your
team will seek out new insights on customer needs and their perception of value after talking to and observing potential customers
in new ways. They will also learn of trends, market dynamics, and
potential discontinuities in your industry as they work with experts
to understand the emerging markets of the future. New business
models being used successfully by companies in other industries
will also offer insights on new ways of doing business.
Overall, there are three tangible outputs from this process:
1. The insights gained from the customer, market dynamics, and
new business models are an important output of this process.
Creating a database of these insights and sharing them with
everyone in the organization will help stimulate new thinking
and new ideas internally.
2. The insights will be used as the basis for the creation of a portfolio of innovative new business concepts. These concepts will range
from short-term business opportunities to longer-term opportunities, providing your company with a valuable portfolio of strategic options for your future.
3. A third output of the Discovery Process is a strategic road map
assembled by the team. On the basis of the new business opportunities that have strongest potential for the company, the team
will create a strategic road map outlining a future plan based on
implementation strategies and key marketplace factors.
The output from the Discovery Process will then advance to your
in-house evaluation process for new business opportunities. There,
the leading opportunities will undergo the quantitative scrutiny
that is critical for determining market viability and financial attractiveness to your company. Business opportunities that receive the
green light will then be ready for consideration in the company’s
strategic planning process (see Figure 4-3).
Although not every company is a Procter & Gamble, any company can be inspired by the success of their Corporate and Sector
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Figure 4-3. The Discovery Process integrated to strategic planning.

New Venture groups. These groups have infused new thinking, new
growth, and new profits into this global consumer products giant.
They have achieved this by identifying new insights to support the
development of a portfolio of strategically innovative new business
concepts, including the Swiffer mop, Crest White Strips, and
ThermaCare self-heating pads. Over a four-year stretch, these
groups conceived, developed, and helped launch ‘‘a third of all new
U.S. packaged products with yearly sales above $100 million.’’
While, by almost any measure, this level of success would be labeled
a string of ‘‘home runs,’’ each innovation was inspired by a new
insight of a basic human need.

Risks Involved in the Discovery Process
There is very little at risk with a strategy innovation initiative, other
than the time and money invested by the team. The internal team
sets the overall budget so that costs (primarily in the Exploring
Phase) can be controlled to whatever level represents a reasonable
investment in the company’s future.
We have never encountered an initiative where discussions with
customers and industry experts did not lead to valuable insights for
the company. The only question is whether the impact of those
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insights represents a significant business opportunity for the company (or only a minor business opportunity) and whether the company will choose to follow up with them.
Other things to watch for as critical success factors that can affect
overall results include:
◆

The selection of the Discovery team, where lack of diversity
in functions and skills can limit the quality of the output.

◆

The breadth and commitment of the management mandate
to the team, as small mandates tend to produce small results.

◆

Alignment with senior management perspectives on the business, which greatly enhances the usefulness of the resulting
portfolio of new business opportunities.

◆

The pursuit of new insights on customers and the marketplace, using techniques that are new to the company.

◆

The creativity of the team’s working environment, where the
identification of new business opportunities is not constrained by the company’s current business model.

◆

The collaborative nature of the team’s working environment,
so that opportunities have cross-functional internal support.

Type of Company to Benefit from Strategy
Innovation
A strategy innovation process may not be right for every company.
However, it is difficult to cite what type of company would not
benefit from understanding their customers better, gaining valuable
foresight about their emerging marketplace, and considering how
changes in their business model could provide a competitive advantage. If your company fulfills these requirements, you can benefit
from a strategy innovation initiative or an ongoing strategy innovation process.
Listed below are those types of companies where strategy innovation would be most valuable:
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◆

Companies that no longer want to compete on the basis of a
similar, ‘‘commodity’’ product in the market

◆

Companies that seek a sustainable competitive advantage

◆

Companies looking to change their strategic direction

◆

Companies searching for the next growth platform for their
business

◆

Companies that need new growth opportunities to meet
long-term revenue goals

◆

Companies that are in declining markets

◆

Companies that have streamlined and downsized their businesses to improve the bottom line and now need to find
profit improvements in growing the top line

◆

Companies facing a competitive threat and that need to respond with new ways to deliver customer value

◆

Companies looking to aggressively increase market share

◆

Companies that need to define a corporate mission or vision

◆

Companies that value management collaboration in the development of strategy

The following corporate environments are impractical for, or resistant to, a strategy innovation process and the new thinking it
provides:
◆

Companies with a command-and-control management style

◆

Companies that have chosen to be a ‘‘fast-follower’’ or ‘‘lowcost provider’’ in their markets

◆

Companies where the collaborative culture is overshadowed
by corporate politics

So, while it may not be right for every company, a strategy innovation process can be applied to many different types of companies
and address many different corporate situations where new growth
in new ways is the goal. What type of company is your company?
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How might strategy innovation be incorporated to your strategic
planning process?
In the next chapter, we provide an actual case study that will
provide you with an understanding of how the strategy innovation
process can work in a company. Following the case, we outline how
to carry out the process through a detailed explanation of the five
phases of the process.

Summary
◆

The Discovery Process is a market-tested approach for creating a
portfolio of innovative new business opportunities for your corporation, leading to strategy innovation.

◆

The Discovery Process is a series of phases to guide a corporate
team in doing cross-functional work at the strategic level. It is
extremely flexible and can accommodate the different resources
available in different size companies.

◆

The Discovery Process consists of the following phases:
1. Staging Phase. In this phase, the Discovery team is selected,
key roles are identified, the objectives of the initiative are established, and the team is prepared for the process.
2. Aligning Phase. The Discovery team and senior management
align themselves on the focus and scope of the initiative,
agreeing on the ‘‘strategic frontier(s)’’ to be explored.
3. Exploring Phase. The goal of this phase is the collection of new
insights on the strategic frontier that can form the basis of
new, value-producing business opportunities in the future.
Depending on the strategic frontier and the scope of the initiative, teams will explore insights related to different exploration ‘‘vectors,’’ including customer value, market dynamics,
and/or business model innovation.
4. Creating Phase. Using the new insights gained, the Discovery
team will create and refine a portfolio of new business opportunities for the future.
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5. Mapping Phase. In this final phase, the team will create a strategic road map outlining key events, trends, market discontinuities, and milestones to move the company into its new
strategic future.
◆

The scope, timing, and costs for each Discovery Process will differ, based on size of company, size of industry, type of industry,
the strategic frontier identified, and the degree of innovation desired.

◆

There is a wide range of the degree of innovation that companies
can target, defined here as a Strategic Opportunity Spectrum. On
one end of the spectrum are ‘‘visible’’ opportunities, representing
nearer-term, lower-risk businesses that often extend the current
business into new but established markets. On the other end of
the spectrum are ‘‘visionary’’ opportunities, those longer-term,
higher-risk businesses that introduce breakthrough products or
establish new markets or industries.

◆

Companies can implement the Discovery Process on an ad hoc,
initiative basis to meet a product line need or formalize it as
an ongoing strategy innovation system. In either case, strategy
innovation requires attention to four key elements—process, infrastructure (resources), mandate from management, and culture.

◆

Three tangible outputs from the Discovery Process include the
insights gained from the Exploring Phase (into customers, market dynamics, and business model innovations), a portfolio of
innovative new business opportunities based on those insights,
and a strategic road map outlining a future plan based on implementation strategies and marketplace factors.

◆

There is very little at risk and much to be gained with a strategy
innovation initiative, and nearly any company can benefit from
one—learning more about their customers, the emerging marketplace, and new business model options.
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Chapter 5

T HE D ISCOVERY P ROCESS
The Moen Story
Transformation takes place when a new worldview replaces an old one.
—WILLIAM MILLER

While Southwest Airlines, IKEA, Charles Schwab, and other highprofile entrepreneurial companies tend to be associated with the
concept of strategy innovation, they are not the only examples that
exist. Strategy innovation does not always begin with a visionary
founder in a start-up mode—it can happen in fifty-plus-year-old
companies. It does not always germinate in technology-oriented
companies—it can happen in companies that bend metal for their
main business. It does not have to create a whole new industry—it
can happen in companies that just want to grow their businesses.
To illustrate how strategy innovation (specifically the Discovery
Process) can be implemented within a corporation, we selected an
example from a quality, existing company in a very common industry, plumbing products. The company is Moen, located in a suburb
of Cleveland, Ohio. Here is their story.
The internationally known Moen corporation has a long history
of ‘‘firsts’’ in the plumbing products industry. It created the first
single-handle faucet, the first washerless cartridge system, and a
‘‘swing ’n spray’’ aerator, which can change a faucet’s water flow
from a stream to a forceful spray. It was the first company to de57
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velop a family of versatile faucets that could be lifted up to ten
inches above a sink, and among the first to introduce pressurebalanced shower valves, as well as customer-friendly lifetime warranties and a toll-free help line.

Challenge for Growth
Yet in the early 1990s, this North Olmsted, Ohio–based company
found itself in a challenging situation. Moen had just been purchased by American Brands (now Fortune Brands), and Bruce Carbonari had been installed as its new CEO. In assessing the company
and its growth prospects, Carbonari quickly determined that he
must transform the company in order for it to grow. The company
was losing market share—it had become a distant number two
brand in the market. It was also not positioned well for the changes
that were beginning to take place in the market.
Moen’s prior success had been achieved by focusing on faucet
engineering and manufacturing. This was the approach to business
that founder Al Moen established when he created that first singlehandle faucet more than six decades earlier. The company’s success
as the number two brand in the plumbing products market was
to make quality products and distribute them through plumbing
wholesalers. Product styling, company marketing, and retail distribution were minor considerations in their business model.
But these old ways of competing would not sustain the new
growth goals in the dynamic plumbing products market of the early
1990s. Female consumers were making more and more design decisions for kitchens and bathrooms, and they were looking for products that were as fashionable as they were practical. The number of
shelter magazines and home shows was increasing to further fuel
this interest in home renovation and design. At the same time, bigbox retailers were changing how plumbing products were being
merchandised and purchased, making them more accessible to the
average homeowner. In a short time, Moen’s strategic landscape
had become dramatically more complex than simply selling a technically superior faucet to a plumbing wholesaler.
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So CEO Bruce Carbonari started thinking about how to reposition the company for the future:
These realities going on around us made it easier for us to
start looking at change, because we knew we had no choice.
We were the number two player, and dramatically smaller
than the number one player. Roughly 90 percent of our
sales were from products designed in the 1960s—and obviously not selling as well as we wanted. We needed to
change, to evolve, and to get to a new and more sophisticated business model.
But before we could change our product or how we do
business, we had to change the way we viewed the business
and, really, the entire culture of the company. Moen was a
metal-bending company, not a consumer-driven one. We
were a company with great faucet technology. But our faucets were of such great quality that most people only
bought a new one every nine years. Our products were
practical, but not designed with consumer input, and certainly not exciting. And exciting is what we needed.

The infrequent purchase rate of a Moen faucet, once every nine
years on average, became a focus of Carbonari’s new internal strategy for corporate transformation. Calling his new strategy 9-to-5,
he challenged his employees to create a company that produced
such stylish and innovative products that consumers would be interested in purchasing new ones every five years, instead of nine
years.
The company responded. New people and business processes
were put in place to increase the flow of new, consumer-focused
product lines. As new products were introduced to the market, sales
increased, and Moen was back on a growth track. By 1994, however, Carbonari recognized that Moen needed even greater growth
to achieve their corporate goals in the increasingly competitive
marketplace.
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Although Moen was doing a good job in developing new products, they did not have a reliable process for the identification of
new products. Many different people within the company had
many different ideas of what should be produced. They needed a
way to determine a corporate strategy and accompanying product
plan that would help them to meet the higher growth rate they
desired.

Identifying Champions for Growth
The first thing he had to do was to get the organization aligned on
the goal and get a group to lead the journey required to achieve it.
To do this, Carbonari charged three members of his management
team—Dan Buchner, director of new product concepts; Maureen
Wenmoth, director of marketing services; and Tim O’Brien, director of technology innovation—to put together a diverse, crossfunctional team from within Moen. Their challenge would be to
lead the team in the creation of a ‘‘future product road map,’’ outlining how Moen would achieve its growth goals over the next fiveyear period.
Carbonari and the Moen senior management team agreed that
for the company to succeed, it needed the following from this internal team:
◆

A five-year strategic product road map

◆

A proactive competitive strategy

◆

Organization-wide commitment on the goal of being No. 1
in the industry

◆

Foresight on significant trends and events for the future

◆

An exploration of new technologies

◆

A shift from being ‘‘engineering driven’’ to being ‘‘consumer
driven’’

This last point—being consumer-driven—was very important to
Carbonari. He believed that ‘‘you can be visionary, but if consumers aren’t with you, and don’t want your product, who cares?’’
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So with these considerations in mind, plus Carbonari’s promise
to provide the necessary support, Buchner, Wenmoth and O’Brien
began wrestling with the identification of ingredients for success—
engaging the right people, scheduling sufficient time, and allocating
appropriate dollars. In other words, they had to figure out how to
harness and organize Moen’s talent and assets to move a plumbing
fixtures company to a new level of excitement and innovation in
the industry.

Organizing for Success
The tri-captains focused their initial efforts on forming the team
that could meet this challenge. Buchner, Wenmoth, and O’Brien
did not want employees who were comfortable with the status quo
at Moen. They also did not want team members representing only
senior management (senior vice presidents and above). Nor, for
that matter, did they want team members whose contributions
might be constrained by personal or political agendas for this project. They wanted to enlist individuals who were known to have
‘‘open minds,’’ a track record for innovation, a collaborative style,
and a passion about the future of Moen.
With these criteria and after a lot of back-and-forth, Buchner,
Wenmoth, and O’Brien handpicked a team that represented a horizontal slice of directors, managers, and vice presidents from the
marketing, research, product development, engineering, sales, operations, IT, finance, and advertising departments—a total of eleven
team members. The group named itself the ‘‘Project Periscope
Team,’’ and appropriately so. Like a periscope, its mission was to
examine Moen’s future landscape from a position out of the direct
line of sight. And like a submarine captain, Periscope team captain
Buchner was at first unsure what the Moen Periscope team would
see. According to Buchner:
With a project this big, it’s not initially possible to think
too far ahead, or get a detailed implementation plan from
the start. So the most important thing we needed to focus
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on here was the people. We needed people who were flexible and available and committed. People who cared about
the company, but weren’t overly concerned about the impact change would have on their functional area. Several
times, I had to go back to managers and say, ‘‘No, I want
someone else from your department’’ because the person
they recommended was not bringing the right level of talent to the team or was not passionate enough.

The group committed to meeting weekly, or more often as the
process and activities demanded. Buchner, Wenmoth, and O’Brien,
as tri-captains, would invest more time, typically by arriving to
work before others did or working later. In addition to this critical
Periscope role and responsibility, the tri-captains also kept their
‘‘day jobs.’’
Additionally, an Extended Periscope team was formed, consisting of the key ‘‘doers’’ and ‘‘decision makers’’ from within Moen.
Their involvement was designed to deepen the alignment among
the decision makers and accelerate the implementation of the strategy once the process was complete. Involving CEO Carbonari, the
senior vice presidents, and a carefully selected cadre of proven
Moen innovators, this extended team would be engaged primarily
for those events designed to yield customer insights or to identify
and examine future marketplace trends. They would then have the
opportunity to provide assistance to the Periscope team in its task
of conceiving and developing new business concepts based on this
new knowledge.
How often does the level of talent and experience represented on
Moen’s Periscope team and Extended Periscope team come together in any organization to focus on the future? In Moen’s history, this was a first.
With the teams identified, Buchner, Wenmoth, and O’Brien
worked to develop a common foundation of Moen knowledge so
that everyone involved in the process would have a baseline of information on which to build throughout the process. This briefing
document covered topics that would make up the Periscope ‘‘lens’’
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through which each participant might more accurately view Moen’s
preferred future. The composition of this lens included current
company competencies, resources, talents, and strengths. It also
outlined areas for possible strategic growth and, perhaps most importantly, acknowledged the company’s weaknesses. One weakness
brought to light by the process was Moen’s practice of using the
‘‘gaps’’ or ‘‘holes’’ in a competitor’s line of products to dictate the
type of new products Moen would develop. According to Tim
O’Brien:
In essence, we were letting the competition create our business strategies, and that, obviously, is not how things
should be done. The central lesson from the brief was that
to do things differently, we needed to see things differently.

Gaining a New Perspective
To see things differently, Moen enlisted the assistance of someone
whose profession was seeing human behavior in a deeper, more
insightful way—a cultural anthropologist. This anthropologist visited more than twenty homes and businesses across the country to
observe how people use water and what role it played in their lives.
He watched and photographed people doing the dinner dishes,
washing their pet lizards, filling their pools, running through the
sprinkler, hosing down the driveway, washing their cars, and bathing their children, among other things. He tracked people’s moods,
happiness levels, and feelings of satisfaction while carrying out each
of these activities, plus how they felt when they were done. He
wrote down how long each action took, and documented how people moved and adjusted their water faucet for the needs of that
activity. He rated the importance people placed on water safety,
flow, and efficiency, as well as the effectiveness and aesthetics of
each fixture. The fun factor of each activity was rated too. He observed and noted the differences between the habits of men and
women in their handling of fixtures. The final report from the cultural anthropologist did an excellent job of cataloging water use
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among consumers, providing the Periscope team with a much
broader understanding of the uses and implications of their product line. As Maureen Wenmoth noted:
The results of this insight safari was that people wanted
more than just functioning faucets. We thought we knew
all about water and faucet needs, and why not? Moen had
been in the water business for many decades. But, by never
before conducting observational research, we really were
missing out on a lot. We were also limiting ourselves by
working in self-created boundaries. We were working
under the pretense that water is a commodity element—
something people want and need. But the reality is that
it’s not so cut-and-dried. Water is many different things to
different people. Yes, it’s something people need. But it’s
also something they want to enjoy using and receiving. The
information confirmed that we needed to be consumerdriven and think not just about faucets, but how they relate to a room, use, or surrounding space. Our future demanded it.

Enlightened by a new perspective on consumer behavior in and
around water, the Periscope team wanted additional opinions or
information on how this behavior might evolve or be influenced to
change in the future. If this is our consumer today, who will be our
consumer tomorrow? What will the world look like five years from
now? What will be the key forces that could drive change in the
marketplace? To create a ‘‘future view’’ to add to their newly found
consumer worldview, the Periscope team decided to enlist the help
and stimulation of a dozen globally recognized ‘‘thought leaders’’
from different areas of targeted expertise.

Bringing the Outside World Inside
Although the Periscope team was confident that an infusion of outside-the-company perspectives would be a positive stimulus, there
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was still some anxiety around picking the right topics and the right
people to represent those topics. Observed Buchner, ‘‘The selection
of the thought leaders and anticipating their interaction with our
internal staff was an anxious time. Could we create a good outcome? We had lots of strong-willed people who had ideas that vertical integration was the way for us to go. What happens when you
throw someone like a futurist into that discussion?’’
The team decided that twelve thought leaders would be invited
to two separate events. The first event, designed to provide Moen
with a comprehensive ‘‘macro’’ view ten years out, would cover a
series of broad topics. To identify these topics, Moen employees
were asked if they could somehow, magically, achieve perfect
knowledge, what would be the most urgent questions, the hottest
issues, and the most enlightening topics to be addressed by a team
of outside-the-company experts? The result of this exercise was a
series of topics for the first thought leader panel, which included
water quality, cost and availability, environmental regulation,
trends in residential construction and building techniques, the relationship between people and water, the evolution and emergence
of distribution channels, functionality and design in the homes of
the future, trends in consumer purchasing options, and technologies and materials development of the future.
The First Panel

At this point, the recruiting of six thought leaders for this first panel
began. Hundreds of people were contacted in order to identify the
six that could best cover the topic areas. Thought leaders were selected based on both their knowledge of the topics and their style
in communicating it. Thought leaders, to be effective in this role,
needed to be confident of their expertise, open to being influenced
by other thought leaders and the Moen team, and able to communicate their knowledge in an easy-to-comprehend way. These desired attributes in a thought leader made the search more daunting,
but in the end successful. The selected thought leaders were then
coached very carefully on how to play the role of ‘‘provocateur’’ in
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this panel, instead of an ‘‘expert with the answer.’’ The goal was to
stir up the thinking of the Periscope team and the Extended Periscope team, not to tell them what to do.
The first thought leader event was very successful. The thought
leaders shared their perspectives, covered the topics well, and, most
importantly, caused the Moen teams to think more broadly about
their business. They learned that people outside the company had
important perceptions and experiences that could help drive the
move to a new growth strategy for Moen. ‘‘Short of clairvoyance,
this was the best process for determining future wants and needs,’’
says O’Brien. ‘‘It enabled us to look at, and be guided by, the present and the future, rather than the past.’’
The Second Panel

The second thought leader event was designed to deepen and advance the learnings of the first event. While the first panel had been
intended to provide a wide-angle perspective on the industry’s future landscape, this second gathering of thought leaders was focused on what it would take to have Moen’s new business concepts
and models successfully developed and launched into the marketplace. The thought leaders for this event were recruited for their
expertise in kitchen and bath design, changing consumer values and
lifestyles, water regulation and conservation, and trends in construction and building design.

The Probability of Terrorism
During the second event, a trend surfaced that had the potential to
become an industry-wide discontinuity in the future—‘‘environmental terrorism.’’ In 1995—almost seven years before 9/11—
multiple thought leaders had forecast the probability of terrorists
purposely polluting or poisoning a public water supply with the
intent to harm or kill many people. Following such a catastrophic
event, it would be hard to imagine a parent drawing tap water from
a faucet and then handing it to a child. The Periscope team heard
from multiple experts that, regarding environmental terrorism, it

.......................... 10127$

$CH5

06-16-03 13:07:09

PS

T  D  P    : T   M  S 

67

was not a question of whether it would happen, but when. Consequently, it was not difficult for the team to see the need at some
point in the future for a product that would filter pollutants and
poisons from a home faucet and signal when it was safe to drink.
Maureen Wenmoth observed:
These were people who saw, and knew firsthand, how people want to use water, from many different perspectives
and areas of expertise. They gave us a deeper understanding of the topic. How people want water faucets that are as
safe as they are attractive. How they want fixtures that
don’t actually look like fixtures. And so on. Water safety,
in fact, was a recurring theme that really got us thinking
and focusing on the potential importance of water filtration.

With new perspectives and knowledge from the cultural anthropologist and the thought leader events, the Periscope team was
ready to start creating a robust portfolio of new business opportunities. In a series of sessions, they created a wide range of opportunities, spanning the short-, middle-, and longer-term time horizon
for their five-year plan. To combat the probable trend of environmental terrorism and assure water safety, the Periscope team conceived a new product/business concept they called ‘‘PureTouch.’’ It
would be the world’s first faucet with a built-in filter and electronic
signal to indicate when the water is safe to drink. Moen partnered
with Culligan, a leading water filtration company, to provide the
replaceable filter in PureTouch. The innovative business design for
PureTouch provided new growth potential for Moen via follow-up
filter purchases by those who bought the product.
Since Carbonari, his executive staff, and American Brands management had all been members of the Extended Team and involved
throughout the process, there was no need for the Periscope team
to do the traditional ‘‘selling’’ of their new business concepts up the
corporate ladder. Instead, the time and energy typically invested in
selling senior management at the back end of a process was freed
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up to do more and better future planning. So the Periscope team,
using tailored market research, did additional fine-tuning of their
new business concepts and the five-year road map. The Moen Future Road Map described a preferred future for Moen as it looked
to compete in the plumbing products market for the next five years.
It outlined the major events, milestones, and potential conditions
of the world and marketplace over that time, including such things
as:
◆

Target launch dates for new products, with key milestones

◆

Anticipated trends and significant events at retail, with consumers, and in government regulations

◆

Probable competitive tactics and responses

As Dan Buchner explained:
We took the output from the thought leader panels and
built a detailed Future Map that captured our new learnings regarding the industry, the economy, and our competition, anticipating what might happen over the next five
years. We updated the Future Map as part of our annual
planning. It helped us focus and showed us the difficult
decisions that we would have to make. Before, we had been
trying to do everything in the marketplace, so the map
helped us focus our attention and our efforts. The events
on our Future Map played out faster than we expected.
Three-quarters of the things happened, but in half the time
that we expected.

It took several years of intense development and problem-solving
for Moen to actually produce PureTouch. In the process, the company brought in new people with new skill sets to broaden its ability
to create innovative products. They also set up systems to efficiently
develop new products and take them to market. The Moen tradition of engineering excellence would remain essential to product
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development. But also added to their development strategies was a
closer examination of water containment, water forming, the wateruser interface, valving, product intelligence, installation/retrofit,
treatment, temperature, and style.
It was the development and launch of PureTouch, along with
other similarly innovative products, that significantly changed
Moen. No longer did Moen view itself as merely a faucet company.
With their new internal slogan H2O-4-U (‘‘water for you’’), team
members were set to position Moen as a full-service water supply
company, offering ‘‘Water the way you want it.’’ In the marketplace, this new product line and new company attitude signaled to
consumers and the plumbing products trade that Moen was serious
about their new, long-term strategy of ‘‘leadership through innovation.’’

Award-Winning Innovation Spurs Growth
The PureTouch Filtering Faucet System won Popular Science’s prestigious ‘‘Product of the Year’’ award for 1999 (along with the new
Volkswagen Beetle and Viagra!). Awards are nice, but for some on
the team, it was almost as satisfying when the CEO of a leading
competitor was discovered, by an after-hours security camera at a
major trade show, fondling an early PureTouch model. And, within
six months of PureTouch hitting the shelves, Moen became the
number one brand in North American residential faucets.
Fast forward to the end of 2002. Moen has tripled in size and is
pushing $1 billion in sales. Its market share is up 72 percent since
the early 1990s, and the brand is now number one in consumer
awareness in all of Moen’s product categories. Bruce Carbonari is
now the CEO of Fortune Brands Home and Hardware. Maureen
Wenmoth and Tim O’Brien have been promoted to vice presidents
at Moen, and Dan Buchner has taken a position leading the Industrial Design group for Design Continuum, an international design
firm.
In assessing the success of the Periscope project, many believe
that this strategy innovation initiative was the catalyst for creating
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organizational alignment around a number of new growth platforms for the company. The resulting development of internal systems and capabilities for those platforms allowed the company to
launch a series of new products that fueled company growth for the
next five years, keeping Moen the industry leader and allowing
them to meet their financial targets.
As this book is being written, Moen has recommitted to its strategy of ‘‘leadership through innovation’’ by launching a new fiveyear strategy innovation initiative, called Periscope II.
Strategy innovation can have a dramatic impact on a company’s
growth and its future. Identifying the business opportunities for
strategy innovation is a process that can be carried out in any company willing to make the commitment to it. In the next five chapters, we describe the process used by Moen in their successful
transformation. Use it in your company to eliminate the dreaded
delta, navigate the whitewater of your changing marketplace, or revitalize your business. You too can do it.
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Chapter 6

T HE D ISCOVERY P ROCESS
Staging Phase
Producing major change in an organization is not just
about signing up one charismatic leader. You need a
group—a team—to be able to drive the change. One
person, even a terrific charismatic leader, is never
strong enough to make all this happen.
—JOHN KOTTER

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

The Staging Phase is the creation and preparation of an internal
team for a strategy innovation initiative. The Staging Phase consists
of three important activities:
1. Creating the right team and support structure
2. Creating the right working environment
3. Implementing the staging meeting
71
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These three activities are driven by the internal sponsor of the
Discovery Process and coordinated by the Discovery team captain.
Their efforts culminate in the launching of the strategy innovation
initiative.

Initiating the Discovery Process: The
Importance of a Management Mandate
It is senior management that is responsible for the creation of the
corporate strategy. They have the corporate perspective necessary
to understand the strengths and weaknesses of the current business
model and its implications for the future. They can foresee when
the current business model may be incapable of meeting the needs
of all of its stakeholders. They know when the current corporate
strategy may not be sufficient to remain viable in a dynamic marketplace. Therefore, it is essential that senior management initiate
the call for new strategic options and commit to the pursuit of a
stronger, more innovative corporate strategy.
Regardless of who first identifies the need for strategy innovation, it is critical that the senior management level makes a commitment to the effort. A successful initiative requires this commitment
because it signals to the Discovery team and the rest of the organization that their efforts are important and are making a meaningful
contribution to the long-term success of the organization. When
the team sees that commitment, they, too, will be committed to the
effort.
This mandate from senior management for strategy innovation
may be the single most critical element in the ultimate success of
the initiative. Teams that believe that their work will likely result in
a positive impact on the organization will be much more engaged
and productive than those who believe that their work is just another corporate program. At the very least, we encourage corporate
CEOs to communicate the importance of this effort directly to the
team. To the extent that this mandate for strategy innovation can
be expressed even more forcefully—such as the commitment to
enter one new market every two years or to have a certain percent-
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age of revenue from products less than five years old—it will significantly boost the team’s commitment and energy level.
A number of companies have benefited significantly from a senior management commitment to strategy innovation. At 3M, the
most recent CEOs, Desi DeSimone and now James McNerney,
carry the banner for breakthrough strategy innovation by inspiring
the business units and labs to innovate beyond, for example, the
next Post-it Note line extension. During his tenure as CEO of IBM,
it was Lou Gerstner who, to drive innovation, would routinely visit
IBM Research to communicate customer ‘‘needs’’ he had observed
during his travels. At Procter & Gamble, it was CEO John Pepper
and COO Durk Jager who sponsored and maintained a direct link
with Corporate New Ventures, helping steer and support the discovery of ‘‘white space’’ opportunities for that consumer packagedgoods giant. At Moen, the CEO Bruce Carbonari championed the
importance of strategy innovation to both dramatically grow his
business and, importantly, remold his organization’s culture from
a commodity producer of faucets to a leading edge innovator of
new kitchen and bath products. At Barclays Global Investors, it was
the CEO for Global Individual Investor Business, Garrett Bouton,
who sponsored and shepherded the creation of iShares, a breakthrough in publicly traded index funds. Indeed, the larger surprise
for us would be the identification of a company with the capacity
for strategy innovation where senior management is not directly
engaged as champion and primary supporter of those efforts.
When senior management commits to a strategy innovation initiative, they are agreeing that there is value in each of the following:
◆

Involving an internal team of managers in the development
and implementation of corporate strategy

◆

Using the emerging marketplace and the needs of customers
in the formulation of a corporate strategy

◆

Considering new business opportunities that may require
some change to the current business model (infrastructure,
processes, or resource allocation)
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Of these three, it is senior management’s unwillingness to consider changes in the current business model that most often derails
successful strategy innovation initiatives. Discovery teams will identify exciting new business opportunities for the future. However,
the pursuit of those opportunities often requires, for example, the
creation of a new distribution channel, the licensing of a new technology, the outsourcing of a critical skill, or the establishment of a
new partnership in order to meet these new customer needs. When
management will not consider any changes to its current business
model as part of the future strategy, they are wasting the potential
of strategy innovation. It is better to observe and follow the lead of
companies like 3M, IBM, P&G, Moen, and Barclays, among many
others that we will present in these chapters, to consider new corporate structures when necessary to harness the full potential of strategy innovation.

Creating the Right Team and Support Structure
Why an internal team for strategy innovation? The history of strategy innovation in the corporate world is filled with examples of
brilliant strategies identified by insightful and talented individuals.
Sam Walton of Wal-Mart, Steve Jobs of Apple, Fred Smith of Federal Express, and Howard Shultz of Starbucks are frequently cited
for their abilities to perceive a need in the marketplace and conceive
of a unique business model to meet that need. Because of their
success as individuals, wouldn’t it seem better to assign one or two
of your best people to do strategy innovation rather than create an
internal team to do it?
A Corporate Team, Not a Lone Pioneer

We believe that a corporate team is the most successful approach
for identifying and developing innovative business opportunities. A
team of dedicated people can outperform an individual in identifying new business opportunities because of the following factors:
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1. New ideas require different perspectives
2. Complexity requires support
3. Successful implementation requires alignment
Different Perspectives

Identifying innovative business opportunities requires a new way of
looking at customers and the marketplace. Taking on a new perspective can be difficult for people who have developed or supported the current view of customers and the marketplace. A team
of people with diverse perspectives is more likely than a lone pioneer to be able to see the world differently. In addition, the process
of discovering new business opportunities requires both right-brain
creative skills to identify a new customer need and left-brain rational skills to create the appropriate business model to meet that
need. Unless the designated strategist is mentally gifted, a team of
people with a mix of different perspectives and thinking skills is
much more effective in this process of strategy innovation.
Complexity

The process of creating an innovative strategy for a corporation is
not a simple one. There are many issues and questions to address,
many options to consider, and much uncertainty in the decisionmaking process due to an inability to accurately quantify the future.
In this complex and often ambiguous journey, a team of people can
offer support and problem-solving ideas to each other where an
individual would have to shoulder the entire burden alone.
Alignment

The most important reason for using a team is the need for gaining
internal agreement or ‘‘alignment’’ with the strategy being developed. Many of the famous strategy innovators of the past started
their own companies and did not have to deal with the often sharkinfested waters of a complex bureaucratic organization. If you ever
had an idea where you needed support from a variety of other functional areas in your company in order to implement it, you know
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that ‘‘convincing’’ others of a need to change is a daunting task.
Aligning others, who often have a different set of needs and priorities, can take a long time. It often requires persistence, diplomacy,
good luck, and maybe some political horse-trading to align all parties to bring a new idea to fruition. How many market-changing
innovations have not seen the light of day because their inventors
could not get the necessary cooperation or could not convince
other functional groups of their viability?
Internal, cross-functional teams greatly enhance the internal
alignment process. When the team members from different functional areas together hear customers complain about the call center
or the redesigned packaging, they do not need to spend time understanding, questioning, or verifying the problem. Rather than trying
to decide who is to blame and
Process Tip:
who must solve the problem,
they brainstorm potential soPeople support what they
lutions together. When faced
help create.
with reporting their findings
If you have played a role in
back to management, they
the creation or development
unite around their preferred
of something, you are much
solution together. The procmore likely to be committed
ess of internal alignment for
to it than if you were not instrategic action is made sigvolved. You know the thinknificantly easier when a crossing that went into it, the
functional team is involved
trade-offs that were made,
rather than a lone strategy
the problems and issues that
creator.
were addressed, the time inBob LaPerle was a director
vested. Your fingerprints are
of business planning in the
on it. You are proud of your
photographic products group
group’s output and want to
at Kodak in the early 1990s
see it implemented. You will
when he helped organize a
help defend it, if necessary.
People support what they
critical strategy innovation
help create.
initiative for that photographic giant. He recalls:
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I had no staff and no budget, so how was I going to make
a difference? Pulling together the folks from the business
units and R&D in a cross-functional team was key. It made
a huge difference when we went to the first thought leader
panel. There we found out together what industries were
likely to interface with photography in the future. As a result, we gained agreement on a dramatic change in the
R&D spending. It was a significant shift in spending away
from silver halide projects towards projects aimed at digital photography and hybrid approaches.

Think about the impact on your company if there were a team
of people across all functional areas that was aligned around the
company strategy and committed to its implementation. The strategy would have momentum from its wide-ranging support and
would probably help speed the time to market. What if that small
team were supplemented by a much larger group of managers that
had also been involved in the process at critical points and felt a
similar sense of ‘‘ownership’’ and commitment to it? The impact
on the efficient and coordinated implementation of your corporate
strategy would be significant. That is the power of a team approach
to strategy innovation.

Key Roles in the Discovery Process
Participation in the Discovery Process will vary for each corporation based primarily on its size and reporting structure. For a small
company with fewer layers of management, members of the senior
management team would be directly involved in the process. Because these team members are also the strategy decision makers in
the company, the Discovery team would, by definition, always be
aligned with the interests and perspectives of senior management.
In the case of smaller companies, the Discovery team needs only to
select a cross-functional team and appoint a team captain.
In larger corporations with much more complex organization
charts, the selection of the team and identification of roles requires
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more careful consideration. The primary reason for this is that Discovery team members who search for and create the new business
opportunities will be different from the company’s strategy decision
makers. This requires the identification of a role (such as sponsor)
that will act as a liaison between these two groups to help keep
them aligned. Secondly, a larger corporation usually has a greater
breadth and depth of functional areas that play important roles in
the implementation of any corporate strategy. With more people
who can have an important influence on the strategy, there needs
to be a way to involve a larger group without making the team
unwieldy (Extended Discovery team).
When planning a strategy innovation initiative, there are some
roles that are crucial for success and others that are valuable but
should be considered optional (see Figure 6-1).
Key Roles

Optional Roles

•
•
•
•

• Facilitator
• Advisory Team
• Support Team

Sponsor
Team Captain
Discovery Team
Extended Discovery Team

Figure 6-1. Staffing the Discovery Process.

Sponsor

Working closely with 3M CEO Desi DeSimone on bringing strategy
innovation to the top of the innovation agenda was William Coyne,
senior vice president for research. It was Coyne’s active sponsorship
of strategy innovation, with vocal and visible support from DeSimone, that led to the formalization of 3M’s highly successful strategy innovation capability called Pacing Plus. As in this example
with 3M, the sponsor is typically a higher-level management executive who has responsibility for the strategic growth of the corporation or of a division. Good sponsors understand that their personal
futures, as well as the futures of their organizations, are at stake,
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and they are committed to the challenge. It is important that they
have a vested interest in the outcome of the work.
In addition, the sponsor of the Discovery Process must believe
that corporate growth should be achieved through strategy innovation, not just incremental improvements to the current corporate
strategy. There will be pressures throughout the organization to
look for short-term, incremental growth opportunities because they
are the lowest-risk programs and easiest for the company to implement. The Discovery team will turn to their sponsor to defend their
pursuit of innovative growth opportunities that meet the needs of
customers and the emerging marketplace, not primarily the shortterm, risk-reduction needs of the corporation. For Bruce Carbonari, CEO at Moen, there were numerous hurdles in the development of PureTouch, their innovative, prize-winning filtration
faucet. Still, for him, as sponsor, it was never a question of whether
this breakthrough opportunity would be launched as a new business, it was only a question of, ‘‘How breakthrough could it be?’’ It
was his insistence on innovation and persistence through the hurdles that ultimately led to its introduction.
There are three primary roles of the sponsor in this Discovery
Process:
1. Liaison
2. Mentor
3. Spokesperson
Liaison

As liaison, the sponsor is the primary point of contact between the
Discovery team and both senior management and the Extended
Discovery team.
Mentor

As mentor, the sponsor provides the guidance the Discovery team
needs in the design of the initiative, the securing of resources, and
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their presentations to management. Additionally, in this mentoring
role, if the organization or senior management has a vision for the
company, the sponsor is the primary cheerleader of that vision to
the Discovery team on behalf of the rest of senior management. If
the organization lacks a vision, then it is incumbent on the sponsor
to personally be visionary enough to not constrain the Discovery
team. Typically, this means being open-minded and willing to be
stretched by the team in the way he or she views the future of the
enterprise.
At the Hewlett-Packard Inkjet Business Unit (HPIJBU), it was
Dana Seccombe, as general manager and sponsor of a strategy innovation initiative, who provided the compelling future vision for
computer printing—that some day printers will be given away for
free, and, therefore, future revenue and profit must be generated by
ink and paper. Understanding this fundamental trend before anyone else put HPIJBU in a strong position to strategically out-innovate the competition. Seccombe’s vision, combined with his
foresight to sponsor key strategy innovation initiatives, is part of
the reason HP’s Inkjet Business Unit was able to average 45 percent
growth over ten years through 2000.
Spokesperson

As a spokesperson for the Discovery team, the sponsor plays a key
role in the communication of the purpose, impact, and results of
the Discovery Process to the rest of the organization, as appropriate.
However, sponsors are not considered members of the Discovery
team and generally do not attend its regular meetings, unless invited for advisory purposes. The team must feel that they are driving the process and are not just there to carry out the directions
and wishes of the sponsor. Sponsors stay in touch with the efforts
of the team through the team captains.
As sponsors become engaged in the Discovery Process, it is critical that they adopt the innovative work style that the team has
adopted. Be they CEOs, EVPs, or general managers, it is important
when participating in Discovery Process activities that they not re-
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quire the decorum that typically accompanies their title and office.
Although this hierarchical demeanor might have value in the dayto-day running of the business, it has a countereffect on individuals
and teams who are conceiving and developing new business concepts.
Consider the example of the CEO of a consumer products company that had assembled and charged a strategy innovation team
with identifying new business opportunities. The CEO had requested to ‘‘observe’’ the team’s meetings without any direct
involvement. Think for a moment about how this type of participation would affect you, as a Discovery team member. Your sponsoring CEO walks into your meeting and sits at the back of the room
without saying a word. Would that change the dynamics of the
meeting? Would you feel more relaxed about offering the next speculative new business possibility on which the future of the organization will be based?
In this case, the CEO was advised to go ahead and attend the
meeting and participate in the same manner as other participants
at the meeting. In that particular meeting where the purpose was
to generate a wide range of new business possibilities, this would
specifically mean:
◆

Listening to others with an open mind for new learnings,
surprises, and insights

◆

Offering ideas with the same frequency as other members of
the team

◆

Being a model for risk-taking by offering speculative ideas
along with others

The CEO took the advice and made valuable contributions to
a highly productive session. The dynamics of the meeting greatly
improved with his involvement. The team was even more fluent
and targeted than it had been in prior sessions. The experience of
their CEO listening, learning, offering ideas, and speculating on
new, out-of-the-box possibilities seemed to energize and encourage
the team. They were seeing the management mandate in action.
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To optimize the contributions of a sponsor, sometimes even subtle changes in attitudes or behavior can have a positive impact on
the output of the Discovery Process. There is a German manufacturing company that had, over its hundred-plus-year history, refined bureaucratic hierarchy to a new level. Higher ranks within the
organization brought with them a deference bordering on reverence. However, the current CEO/chairman was determined that the
future would be different in both strategic substance and style. He
chartered a Discovery team and challenged them to create a process
that would result in a new strategic portfolio for the company. One
of the first signals to this team that the CEO was serious about
creating a new future was a simple one: He agreed that in all the
meetings where he and other sponsors (other executive officers and
a general manager) were involved, titles would be dropped, and
everyone would be on a first-name basis. This was a dramatic departure from traditional meetings in this company and indicated to
the team that this was, indeed, a bold new initiative. The CEO reasoned that they were all in this project together and shared a common goal—the creation of an innovative portfolio of proprietary
business opportunities that would fuel the growth of the enterprise
for the next decade.
Team Captain

A crucial role in the success of a Discovery Process initiative is that
of team captain. Dan Buchner, one of the team captains on the
Moen Periscope project, had this to say about the role of team captain:
The role of team captain was pretty exciting. We were at a
point where we had to do something different, think in a
different way, and we had a lot of support to do that. I was
curious on how it would play out, in both the process and
the results. I had organized and directed efforts like this
before, so I was not scared or concerned. I value naiveté.
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If you take on big challenges, it is better to not know exactly what you are taking on.

Typically, the team captain is personally recruited by the sponsor, as the two of them will work closely in the coordination of the
initiative. Team captains need to be leaders who can command respect from team members and are enthusiastic about the initiative.
They need to be able to think strategically while simultaneously
managing the details of an organization-wide strategic effort. Because of the cross-functional and highly collaborative nature of the
team and its work, the team captain must be more of a ‘‘first among
equals’’ leader than a ‘‘command-and-control’’ leader.
Good team captains can come from any department or function
in the company, although in many companies it is the R&D section
leader or the senior marketing manager who fulfills this role. Even
though most of the team members continue to hold their ‘‘day
jobs’’ while participating in the Discovery Process, team captains
who are relieved of most of their other responsibilities during the
initiative are much more effective.
The team captain needs to be an enthusiastic supporter of the
initiative, a good communicator and listener, and someone able to
deal with both the ‘‘big picture’’ (corporate strategic options) as
well as the ‘‘little picture’’ (reserving conference rooms). Personal
characteristics of good team leaders include knowing how to get
things accomplished in the organization, being flexible in planning,
being willing to experiment and take risks, and being respectful of
the needs and different perspectives of others.
The sponsor should clarify to a prospective team captain what
the value of the initiative is to the organization and what the ‘‘risks
and rewards’’ are for him/her personally. This will begin to lay the
foundation for the trust and openness in their relationship, which
may be the most important one in the initiative. When this is done,
it greatly increases the probability of success for both the relationship and the initiative. We have seen team captains, after showcasing their talent in leading successful strategy innovation initiatives,
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propelled to greater responsibility and positions at some of the
largest and most respected global companies.
The Discovery Team

Recruiting the right mix of people to form the Discovery team is a
critical element of the success of the initiative. On the topic of his
Periscope team, Dan Buchner of Moen said, ‘‘I was quite concerned
about who would be on the team. I was concerned about the right
balance of perspectives in both functional areas represented as well
as individual perspectives. It was also very important to me that
team members be open-minded and have the ability to change. But
there weren’t a lot of people like that in our organization at the
time. We had lots of debates internally on who should be on the
team.’’
As for how he went about recruiting the team, Buchner explained:
I would go to the head of a functional area and ask for
their best person but often they would offer the person
most loyal to the thinking and direction of that area.
Sometimes I had to go back and say, ‘‘No, I want someone
else.’’ Another approach I took was to get the people I
wanted on the team excited about the program, and then
they would request to be on it. It’s more about the people
you put on the team than having a detailed implementation plan before you start the process—it’s not possible to
think that far ahead. If I were to form a team again, I
wouldn’t do anything differently. A key issue was the availability of people. We got the right group of people at the
right levels in the organization. It would not have worked
with the VPs. The manager and director levels are much
better because there are no politics there and no one is
overly concerned about the output of the program having
an impact on their particular functional area. In addition,
these are people who can get stuff done in the organization.
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At the higher levels in an organization, people have less
time to be involved—plus people sometimes start questioning their motives.

Think of the Discovery team as a reconnaissance group that is
charged with exploring the future and reporting back the business
opportunities they find there. Who from your company would you
send on a reconnaissance mission? Because reconnaissance work is
done in unknown, uncharted territories, you would probably want
people who are comfortable with, and capable of, making observations and decisions in new environments and contexts. You would
also probably want to include people who are excited about the
opportunity to be involved in this type of work and would be committed to the responsibilities that it entails. Beyond that, team
members should be selected based on both internal corporate considerations and the attributes the team needs to work effectively.
The following are key considerations when recruiting a highly
effective Discovery team:
1. Cross-functional implementers
2. Diversity of its members
3. Team players
Cross-Functional Implementers

Cross-functional teams used in the Discovery Process will help facilitate the process of corporate alignment and implementation of
a new strategy. When the Discovery team is made up of individuals
from all major functional areas of the company, it will create business opportunities and a strategic future that reflects the interests,
needs, and capabilities of the entire company, not just those of
R&D or marketing. This pays significant dividends when it comes
time to aligning the organization around a strategy for the purposes
of implementing it. People support what they help create. When all
functions have helped create the new strategy, they will be more
easily convinced to support it in its implementation phase.
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A key implementer for Discovery teams that is often overlooked
is the public relations or corporate communications function. Having been part of the initiative and the creation of the new strategic
direction, a team member from this function will speak with even
greater knowledge and conviction when communicating the new
strategy to both internal employees and external stakeholders.
Diversity of Its Members

The single most important attribute of the Discovery team is its
diversity. This diversity, however, has nothing to do with being
‘‘politically correct’’ or sensitive to a broad representation of employees. Do not create team diversity in order to avoid age or gender discrimination lawsuits.
Diversity has a very tangible benefit for a Discovery team. Strategy innovation is a creative process, with a goal to identify markets,
products, and business models that may not yet exist. Success will
depend on the team’s ability to ask new questions, perceive new
insights, and imagine new solutions. It is very difficult for a group
of individuals who all share the same backgrounds, thinking styles,
and experiences to think new thoughts when they are together.
They share the same assumptions and mental models of how things
work. On the other hand, an ‘‘outsider’’ added to this group will
likely introduce a new way of looking at something, which will help
the group break out of their old patterns and consider new ideas.
When the entire group is made up of ‘‘outsiders,’’ the possibilities
for new thinking increase exponentially. Having diverse perspectives, thinking skills, and expertise on the team will significantly
enhance the group’s creative potential.
An example of the importance of diverse thinking and new perspectives comes from Wilson Greatbach, the inventor of the cardiac
pacemaker. He was an engineering student at Cornell when he
would, on occasion, lunch with the students from the Cornell Medical School. Listening to the medical students discuss the dissection
of cadavers where death was caused by cardiac arrest, Wilson heard
the discussion, of course, not in medical terms but in his terms—
engineering principles. His insight of an engineering solution to
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this medical problem led to the development of the first cardiac
pacemaker. This invention became the core of a billion-dollar business and was the first of 240 patents granted Wilson Greatbach, an
individual with a different perspective who was able to listen and
make new connections between seemingly unrelated disciplines.
Having cross-functional representation on the team will automatically add an important element of diversity. However, also
consider including people for reasons other than functional diversity. For example, perhaps the team could benefit from some company veterans and some newcomers, some big-picture people and
some detail people, some older people and some younger ones,
some from different cultures or backgrounds, some extroverted
people and some more reflective ones, some conservatives and
some liberals, or some right-brain thinkers and some left-brain
thinkers. Often teams will use standardized aptitude tests or personality tests, such as Myers-Briggs, to help them define these dimensions. The more variety on the team, the greater your chance
of finding innovative opportunities that can become practical new
businesses.
Also consider going outside the company for recruiting Discovery team members. People from your advertising agency, design
firm, or other suppliers can bring a valuable ‘‘outside’’ perspective
to this effort. A Kodak team included a science fiction writer on the
team to help them in imagining future marketplace scenarios. A
P&G team included a major foods wholesaler who had been developing a ‘‘grocery store of the future.’’ Blue Cross and Blue Shield
of Virginia involved a maverick hotel entrepreneur to help them
stretch their concept of ‘‘service.’’
Team Players

The third important consideration for a Discovery team is recruiting people who are team players. Effective teams interact well, respect each other, listen to each other, and create new things
together. People who feel they have ‘‘the answer’’ or in some way
try to control the output of the group will end up destroying the
creative dynamic of the team. Focus on finding team members who
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look forward to discovering and creating the future together with
others.
It is important to point out that Discovery team members do not
have to have experience in, or even an understanding of, corporate
strategy. The team will focus on identifying business opportunities
that are stimulated by hearing about customer needs and emerging
marketplace dynamics. Those opportunities will eventually be
handed over to individuals or organizations with strategy experience for further refinement and evaluation for the company.
Size matters somewhat
Process Tip:
when it comes to a Discovery
team. We have found that the
Ask for a small portion of
ideal team for larger corporaeach team member’s ‘‘mindtions or business units usually
share’’ to be dedicated to
consists of eight to twelve
this initiative on a 24/7 basis.
members. Larger companies
It is better to have 20 percent
with many different departof someone’s mind thinking
ments find it difficult to proabout this initiative all the
vide good cross-functional
time than it is to have 100
representation with fewer
percent of someone’s mind
than eight members. With
for a meeting once every few
more than twelve members,
weeks. Between meetings,
meetings can become unteam members should be
wieldy and team decisions
scanning their world for new
more difficult.
data, trends, insights, and
In smaller companies, it
connections that could afmay not be possible to idenfect the company’s future.
tify eight available people to
This turns initiative ‘‘downmake up a Discovery team. It
time’’ into fruitful ‘‘incubais difficult to say what the
tion’’ time, when the brain
‘‘minimum’’ number of
subconsciously works on a
members should be for a
problem and often finds soteam, as it will depend on the
lutions while we are doing
people who participate. With
something else.
fewer than five or six members, the team will not benefit
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from the diversity of perspectives and thinking styles that will foster
innovative thinking. However, we can imagine that even four committed, curious, and open-minded individuals could be a dynamic
and effective team. An alternative approach for a smaller company
is to add outside expertise to the internal team, perhaps tapping
talented people from advertising agencies, vendors/suppliers, or
other affiliated companies.
Because most companies do not have the luxury of a dedicated
staff to do this discovery work, they must find people who already
have ‘‘day jobs,’’ who can dedicate part of their calendar, energy,
and passion to this effort. The part-time nature of the team working
over an extended period of months can introduce issues of continuity and momentum. If the team only meets once every week or two,
the pressures of the day jobs can steal valuable attention from the
Discovery Process. To address this, we recommend asking team
members to always keep the initiative on their mental radar screens.
The Extended Discovery Team

In most companies, there are people in management who will play
a role in helping to decide on or implement the corporate strategy,
but who cannot be included as a member of the Discovery team.
Those people can still play an important role in the Discovery Process by being part of the Extended Discovery team. Typically a
group of ten to fifty people from middle management up to senior
management ranks, they participate in the process at the key review
or alignment meetings, as well as in any high-profile exploration
activities that might involve industry experts.
The Extended Discovery team consists of individuals who assist
the Discovery Process in one of three ways:
◆

Their deep, sometimes specialized, experience enriches the
quality of the Discovery team’s work for generating insights
and developing opportunities.

◆

They increase the Discovery team’s sensitivity to implementation considerations.
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◆

As stakeholders in the organization’s strategic decision-making process, they will play a vital role in the future alignment
of the organization on the preferred opportunities.

The Extended Discovery team provides a vehicle to involve a
greater breadth of expertise from the organization in the strategy
innovation initiative. Regardless of the size of the Discovery team,
there will always be a need for a valuable perspective outside the
team at various points along the way. The Extended Discovery team
is the way to efficiently enlist broader organizational expertise at the
appropriate time. Some strategy innovation initiatives are highly
technical in nature and might require a greater involvement of the
R&D community in the exploration phase. In others, a greater skew
toward the marketing side could be most appropriate when it
comes time to creating the business opportunities. Establishing an
Extended Discovery team will allow you to involve the types and
depth of organizational expertise that is necessary in the Discovery
Process.
In any successful Discovery Process, there is always ‘‘one eye’’ on
the implementation of new business opportunities throughout the
process. The Extended Discovery team is the way to involve individuals, sometimes deep in the organization, who are known to
play pivotal roles in the successful implementation of a strategy
innovation by the organization. Because members of the Extended
Discovery team will be involved in the implementation of the new
strategy, they should be part of its evolution. Their insights and
advice typically prove to be valuable to the Discovery team as it
helps them understand possible implications of the new business
model they are creating. Get them involved early.
Since the sponsor is often a single member of a much larger
senior executive staff, forming an Extended Discovery team will add
other key decision makers to the Discovery Process. This will enable
these decision makers to better understand the future forces that
will influence the new opportunities that they help create. In his
Kodak initiative, Bob LaPerle felt that having some involvement of
senior executives on the Extended Discovery team was particularly
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valuable. ‘‘It was good to have senior managers at the thought
leader panel, as it opened their eyes significantly that imaging as an
industry was going to transform. It aligned them around that idea.
Forcing them to participate in the process was a big step forward.’’

Optional Roles in the Discovery Process
Because every company is different, every strategy innovation initiative will be configured differently. Team members bring a mix of
skills and talents that might or might not be sufficient for the needs
of the Discovery Process. For that reason, other skills and talents
must be recruited to provide the necessary help. The optional roles
of facilitator, advisory team, and support team can play valuable
roles.
Facilitator

The team captain is often the logical choice to facilitate the meetings of the Discovery team. In some companies, however, the team
captain is not one who has the necessary experience to facilitate
meetings with a team of managers through a lengthy process. If that
is the case, then consider identifying a skilled facilitator to lead the
team meetings.
The Discovery Process requires someone who can focus a team’s
energy, encourage unconventional thinking, and help a team reach
consensus. Larger companies often have in-house meeting facilitators who can play that role. If you use an in-house facilitator, make
sure the facilitator is experienced in leading dynamic processes and
has a good sense of the overall business of the company.
If your company does not have anyone in-house who is ‘‘process-savvy,’’ consider finding an independent facilitator who has
these skills. That will free up the team captain to focus on the ‘‘content’’ of the meeting and be able to provide direction to the team
without jeopardizing the preferred ‘‘neutrality’’ of the facilitator
role. According to Dan Buchner of Moen, ‘‘We could not have carried out our project without an independent group leading the
process.’’
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Advisory Team

Some strategy initiatives are so crucial to the viability of the organization that senior-level management prefers to play a more handson role during the Discovery Process. In those cases, consider the
creation of an advisory team. The advisory team could consist of
the team sponsor plus a couple of senior managers who provide
guidance, advice, and counsel to the Discovery team on an ongoing basis, perhaps through update meetings with the team or the
team captain.
For the German manufacturer mentioned earlier, an advisory
team consisted of the CEO/chairman, the COO, a third board
member, and the general manager of a highly entrepreneurial and
successful business unit in the United States. They would meet periodically with the Discovery team to hear progress reports and provide seasoned advice. Additionally, this advisory team participated
in key Discovery events and provided valuable insights and feedback to the Discovery team in the debriefing sessions at the close of
each event. The CEO/chairman served as the leader of the advisory
team and made himself available for frequent meetings with the
team captain.
Although these meetings greatly facilitate the alignment of the
Discovery team with management, it is important that the advisory
team does not dictate all of the team’s activities. The Discovery
team must feel some autonomy in their work and be allowed to
explore and discover new opportunities on the strategic frontier. If
they are only carrying out the wishes of the advisory team, they will
feel less ownership of the output, which will negate the alignment
advantage of using a team approach.
Support Team

Some initiatives require frequent meetings, travel, and arrangements with external individuals or organizations. The administrative details involved may require the identification of a person or
team to help coordinate these efforts. The support team can relieve
the team captain of these administrative responsibilities and pro-
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vide the Discovery team with a central point of control over production of meeting notes, communications, coordination, and
budget tracking.
Figure 6-2 shows the various roles and how they interact in the
Discovery Process.

Extended
Discovery
Team

Senior
Management
Sponsor

Discovery
Team

Support
Team
(optional)

Advisory
Team
(optional)

Facilitator
(optional)

Figure 6-2. The Discovery team and support structure.

Funding the Initiative
The team’s sponsor typically arranges for funding for the Discovery
Process. Sometimes the funding is built into the annual budget, but
other times the sponsor needs to go door-to-door seeking small
change from management colleagues.
The ‘‘positioning’’ of the strategy innovation initiative will usu-
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ally have an impact on its ability to be funded. Strategy innovation
initiatives that are considered an investment in the future of the
company tend to be funded more quickly than initiatives perceived
merely as an expense item in this year’s budget. Initiatives that fit
the strategic agenda of senior management will be more compelling
and of higher visibility than initiatives positioned as an experimental pursuit of a new internal process. When all functional groups in
a company are committed to involvement in the process, it will
attract funds faster than if it is primarily a project in one functional
area, such as a marketing or product development activity. Perhaps
because of the exploratory nature of strategy innovation initiatives,
some corporations consider them to be similar to an R&D effort,
and often look to the R&D budget for funding.
There is no ‘‘standard’’ cost for a Discovery Process. Focused
initiatives at smaller companies or business units may generate exciting new business opportunities for less than $100,000, while
large, global companies may spend over $1 million on exploration
activities all around the world. It is the number and scope of the
exploration activities undertaken by the team that will determine
the overall cost of the initiative.

Creating the Right Work Environment
When Discovery team members are first asked to be part of a strategy initiative, it probably conjures up images of enough computer
printouts to deforest Montana, spreadsheets endlessly calculating
the impact of different sales estimates, and notebooks filled with
presentation charts and tables. After all, strategic planning in the
minds of most people is all about gathering and projecting numbers. Those numbers are related to today’s corporate strategy and
help identify how today’s strategy must be adjusted to meet the
projected needs of tomorrow.
However, as we emphasized previously, strategy innovation is
not about incremental adjustment to today’s strategy, and it is not
about numbers. It comes about as a result of a process of exploring
the future, discovering new business opportunities on your strategic
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frontier, and creating a strategic road map to move the company
toward its preferred future. Therefore, the strategy innovation
process (the Discovery Process) will differ significantly from a traditional strategic planning process, as outlined in Figure 6-3.
Strategic Planning

Strategy Innovation

Process:

Analytic/quantitative

Creative

Based on:

Current business model

New business model

Goal:

Extend current value

Create new value

Focus:

Company-centric

Customer-centric

Assumes:

Future similar to the present

Dynamic future

Principles:

Abide by rules/traditions

Break the rules

Figure 6-3. Strategic planning vs. strategy innovation.

As a result, the Discovery team’s working environment will be
much different from a traditional strategic planning process. It will
be:
1. Creative
2. Opportunistic
3. Dynamic
4. Collaborative
Creative

Because the team will be imagining new products, markets, and
business models that do not currently exist, they will need to be
creative together. All people are born with the potential to be creative, and it is the environment that will determine whether their
creative abilities are realized. Environments that are highly judgmental or critical, risk-averse, or dominated by one set of beliefs will
suppress creative potential. Therefore, it is important that the Discovery team create a working environment that welcomes all new
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thoughts and ideas, that is
willing to experiment, and
that is egalitarian in its operations.
There is one other aspect
of a creative working environment that reflects the creative heritage of this Discovery Process. As with early
‘‘brainstorming’’ work done
in corporations, a two-step,
creative process consists of a
‘‘divergent phase’’ followed
by a ‘‘convergent phase’’ (see
Figure 6-4).
Divergent Phase

‘‘Rule of 100’’
When Bob Galvin was CEO of
Motorola, he once requested
that his managers enter a
meeting with at least a hundred ideas on how to solve
a particular problem they
would be addressing. This
exercise forced people to
‘‘stretch’’ their thinking and
be willing to entertain a
wide range of options before
committing to a decision.
Said Galvin, ‘‘On that one, I
tested things to the extreme,
and it worked.’’ This is the

In the divergent phase, a team
essence of divergent thinkgathers together ALL ideas
ing, the critical first phase of
they can think of that will
the creative process.
help solve the issue or problem they were dealing with.
Without regard to feasibility, practicality, efficiency, or effectiveness, the team creates a great quantity of new ideas, ranging from
the ridiculous to the sublime. By ignoring the evaluation of each

Start

t

Finish

Figure 6-4. The creative process.
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idea as it is presented, the divergent phase allows for a much greater
quantity of ideas to be considered. Perhaps more importantly, however, deferring judgment on each idea allows the team to explore
together and mentally wander into new and innovative ways of solving the problem. It is often the more absurd ideas offered in the
divergent phase that will cause people to look at the problem differently, resulting in creative solutions. The divergent phase has a daydreaming quality to it that some people find exhilarating but more
practical or action-oriented people find more frivolous. However,
it is the crucial step that any group must take when they are interested in identifying innovative ways of solving problems.
Convergent Phase

As all business creativity must ultimately be feasible, practical, efficient, and/or effective to have value, the creative process must then
move to a second phase—the ‘‘convergent phase.’’ In the convergent phase, team members review the hundreds or more ideas generated in the divergent phase and apply some evaluation criteria to
the list. It is the quantity of options created in the divergent phase
that increases significantly the odds of finding an appropriate solution. This convergent phase is the work that most managers do well
because their jobs typically require them to evaluate new options
for appropriateness to the current business.
Divergent-convergent thinking should permeate all activities of
the Discovery team. It is built into all the activities in the five phases
of the Discovery Process outlined in this book. Try using it on your
own activities. For example, if your team is considering where to
go out for dinner some evening, first make a list of all possible
restaurants that you could consider (even those that you normally
would not consider) and then apply your team’s decision criteria to
that list. Innovation is a two-step process: Create, then evaluate.
Opportunistic

The Discovery team, acting in an entrepreneurial fashion, will be
freed from any corporate constraints when exploring for new busi-
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ness opportunities. Without the pressure of having to find marketplace needs that fit nicely into today’s corporate business model,
the team will be able to pursue any customer need, emerging marketplace opportunity, or business model innovation that would create value at some point in the future.
Once team members can successfully disengage from corporate
constraints, they are then able to disengage from marketplace or
business model constraints also. After identifying a customer need,
they look for the best way to meet that need, regardless of whether
it uses traditional business practices or not. At this point, they are
no longer ‘‘following the rules’’ or traditions in an industry but
daring to ‘‘change the rules’’ in a way that creates customer and
corporate value. This freedom from constraints creates a working
environment that is highly opportunistic and filled with an anything-is-possible attitude among the team members. It is this attitude that is most conducive to the identification of innovative
strategies.
Dynamic

Throughout the Discovery Process, new insights and information
gathered will create an extremely dynamic working environment.
The customer need that the team identified in Week One of the
exploring process may appear worthless compared to what you
found in Week Ten. Perhaps the new business opportunity you created with great enthusiasm fell apart when an industry expert said
that the technology necessary would not be ready for ten years.
In such a dynamic environment, Discovery team members must
consider all ideas to be emerging and evolving, not fixed and unchangeable. We use the terminology of ‘‘building’’ ideas and opportunities to reflect the fact that each new insight and fact can help
improve an already-existing idea or start a new one. Thus, the
working environment for the Discovery team is one of constant
change and improvement rather than ‘‘we created it already, it’s
done.’’
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Collaborative

The results of the Discovery Process are created by the entire Discovery team, not any individual. The collaborative working environment encourages everyone to ‘‘build on’’ or help improve any
idea or concept that has been created. By the time the concepts are
fully developed, many of the Discovery Process participants have
their fingerprints on them and feel part of their development. This
is not an environment where anyone tries to push a personal
agenda or pet project. It is not one of internal coalitions or behindthe-scenes maneuvering for support for different positions. Ideas
are created from new information and insights that the team discovers together. At the inception of the initiative, the canvas is
blank. Through collaboration, the Discovery team creates the mosaic of the future together.
Collaboration is a critical element of the Discovery Process. It is
offered here in contrast to more common corporate behavior of
one group identifying or developing an idea or proposal and then
‘‘selling’’ or ‘‘handing off’’ that idea to another group. The process
of having to sell ideas to other people or departments is frequently
a challenging, politically charged, time-intensive process. Handing
off ideas to a different department invites not-invented-here passivity and significant time delays until all of the development issues
and questions are discussed and agreed upon. We have found that
having all relevant parties present at key information-sharing and
idea-creating events results in significantly greater alignment of
those parties for decision making and enhanced implementation.

Implementing the Staging Meeting
At this point, the Discovery team has been recruited and understands the working environment for the Discovery Process. The
final preparation step is the staging meeting, where team members:
1. Understand the scope of the initiative
2. Share the Discovery brief
3. Create the team
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Understand the Scope of the Initiative

Senior management and the sponsor will ‘‘launch’’ the Discovery
team at the staging meeting by outlining the reason for the initiative
and the impact that it will have on the company. They will also
share their expectations for the results of the Discovery Process.
These expectations should be significant enough to challenge the
team but not so significant that they feel overwhelmed by the task
before them.
It is reasonable to expect that the Discovery team can identify
three to five short to mid-term new business opportunities that
would have an important impact on a company’s revenues plus
one to three longer-term opportunities that could have a dramatic
impact on future business.
Share the Discovery Brief

The Discovery brief is a document containing information that
would be helpful to the Discovery team as it begins the initiative.
The document is prepared by the team members prior to the staging meeting and then presented at that meeting. Because the team
is cross-functional, each function prepares information from their
field or expertise that will educate their teammates on that area.
The presentation of this information will provide a ‘‘working
knowledge’’ of each area and give the Discovery team a common
vocabulary for their discussions.
The Discovery brief has two distinct sections:
◆

The field of today

◆

The seeds of tomorrow

The Field of Today

In this first section of the Discovery brief, each department or functional area will prepare a short overview of the current conditions
in that field. Marketing might share current market data, a short
competitive review, and customer usage information. The R&D
section of the Discovery brief might review how current products
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work, the materials/ingredients used, and consumer benefits. The
sales department might outline how the various distribution channels have evolved over time.
The important focus of all areas should be to remove any ‘‘mystery’’ about how things work in that area and to introduce a working vocabulary for the Discovery team to use throughout the
initiative. It is our experience that about one-third of the focus of
the Discovery brief should be on the field of today.
The Seeds of Tomorrow

The remaining two-thirds of the Discovery brief should be futureoriented. Each functional area should share with the rest of their
Discovery teammates what they see as possible influences on the
business of tomorrow. Perhaps the operations group is aware of a
new automated manufacturing process overseas that will allow for
customized production. Product development may be working on
a new product design that could provide customers with added
benefits. Or finance has discovered a leasing company that is willing
to finance some new equipment purchases.
The seeds of tomorrow are everywhere, once you start looking
for them.
◆

What intangible assets do you have that could be leveraged
in the marketplace?

◆

What trends are you seeing that could affect the future of the
business (either positively or negatively)?

◆

What is taking place at the periphery of the market or within
a small market niche that, if it were to grow, might have an
impact on the future?

◆

What group of customers is changing their behavior for
some reason?

◆

What are your suppliers or vendors doing that might affect
you in the future?

◆

What new technologies or materials did you recently read
about in a periodical?
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◆

What is missing that your company could provide to the
world?

The purpose of this part of the Discovery brief is to inventory
what the team already knows or has contemplated about the future.
It is not important at this point that these future seeds be certain
to or likely to affect the future—only that it is ‘‘possible.’’ Waiting
for trends to become probable influences on the future is waiting
too long, putting your company in a reactive mode to the market
and competitors. It is the collection of these seeds before they have
germinated that gives a company a strong, proactive future-orientation.
When Eastman Kodak launched a strategy innovation initiative
in the early 1990s, called the Future Imaging Strategies Team
(FIST), it was the first broad-scale effort by management to assess
and develop a strategy for the impact of digital imaging technology
on their chemically based silver halide business. For over a century
Kodak had been expanding and protecting primarily a single technology in silver halide that had historically delivered over a 70 percent global imaging market share. The emerging Pacific Rim
technology for producing electronic images was soon to provide a
textbook technological disruption, which the FIST effort was
formed to address. The team captain, Robert LaPerle, noted that
the development of a briefing document had special value to the
team, given the scale of the threat to Kodak’s traditional business.
‘‘The planning brief got our mind-sets around ‘digital’ and the role
that it would have. We started to see it more as a long-term opportunity than a threat. It helped us to get senior managers exposed to
it and thinking about it. The brief took on a life of its own and was
distributed to individuals at the company who otherwise were not
involved in the FIST project.’’
By providing an inventory of the present and future elements
they have to work with, the Discovery team will begin to look at
their business differently. Dan Buchner of Moen claimed that the
writing of the Discovery brief for the Periscope project was one of
the ‘‘ah-ha’’ moments for the team. ‘‘We divided up the areas and
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started digging in and came to realize how complex the issues were.
We spent a huge amount of time pulling the planning brief together, and that helped a lot. We identified a lot of myths, things
that were no longer true. We were running a company based on
some ideas that were not true anymore.’’
In our experience of working with Kodak and Moen, as well as
many other companies, in the development of a successful planning
brief we have observed the following common threads:
◆

The quality of the Discovery brief is often ‘‘predictive’’ of the
Discovery team’s final output. A high-quality, thoughtful brief
presented in the staging meeting dramatically increases the ultimate value of the initiative to the organization.

◆

The more candid the Discovery brief, the better. With the identification of corporate strengths, capabilities, competitive threats,
knowledge gaps, and assumptions regarding the future, the brief
becomes a metaphorical ‘‘mirror’’ that the Discovery team reflects on during the course of the process. Accuracy and honesty
in this exercise sets the stage for greater strategic insights later
on.

◆

The Discovery brief should not be a lengthy document. Attempts
to fully educate teammates in the workings of a functional area
can lead to confusion. Hit the highlights, keep it simple, and
provide some sense of priority of information presented.

Create the Team

With the staging meeting being the first time the entire Discovery
team has met as a group, time should be spent on issues related to
the team and its working relationship. Team members need to establish how they will communicate with each other, the logistics of
subsequent meetings, any ground rules for working together, and a
first attempt at a time line and key milestones for the initiative.
Because the smooth interactions of the team members are so
crucial for the success of the Discovery team, the staging meeting is
a good time to begin to define the team. Just as Moen named their
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team ‘‘the Periscope team,’’ your team might want to give itself a
unique identity that bonds the members in its quest and captures
the spirit of the initiative. We have been involved in some initiatives
where the Discovery team, in an attempt to create more entrepreneurial thinking and be less tied to the constraints of their company, adopted a new company name for their team.
A final word regarding Discovery team chemistry. It is not uncommon for Discovery teams to experience a ‘‘bump’’ or two in
their formation. Often, a functional area needs to be added, a team
member needs to be replaced early in the process, or there are mild
disagreements on the team’s charter. These things generally work
themselves out when team members become committed to the
process and begin to work as members of a team. Occasionally,
however, there are situations where it is obvious to the team captain
and to the team that an individual is working contrary to the goals
of the team or, put another way, not able to carry his or her weight
in fulfilling the strategy innovation mission of the team. The sooner
these individuals are replaced on the team, the better. One individual, consciously or unconsciously working to sabotage the Discovery Process, can derail the entire initiative. The team captain must
act swiftly to either coach the individual toward being a contributing member of the team or replace that person.

Summary
◆

A mandate for strategy innovation from senior management is a
critical first step to any strategy innovation initiative.

◆

A corporate team is the most successful approach for identifying
and developing innovative business opportunities that lead to
strategy innovation.

◆

The key roles in the Discovery Process consist of a sponsor, a
team captain, the Discovery team, and the Extended Discovery
team. Optional roles include a facilitator, an advisory team, and
a support team.

◆

Key considerations in the creation of a Discovery team include
the identification of cross-functional implementers, the diversity

.......................... 10127$

$CH6

06-16-03 13:07:34

PS

T  D  P    : S  P    

105

of the team, and the willingness of the members to be team
players.
◆

Although there is no ‘‘average’’ cost for conducting a strategy
innovation initiative, it is important that the team determines its
needs and that management fund it adequately.

◆

Because the Discovery Process is a creative process, the team
must establish a working environment that is conducive to teamwork and creativity. Specifically, the working environment needs
to be creative, opportunistic, dynamic, and collaborative.

◆

The preparation of the team for the Discovery Process culminates in a staging meeting, where team members gain an understanding of the scope of the initiative, share the findings of a
Discovery brief, and begin the formation of the team.
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Chapter 7

T HE D ISCOVERY P ROCESS
Aligning Phase
The principal mark of genius is not perfection but
originality, the opening of new frontiers.
—ARTHUR KOESTLER

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

While the staging phase involved team preparation and primarily
process-related issues, the aligning phase focuses the Discovery
team on the content of the initiative. Where should the team begin
to explore for the best new business opportunities? What new areas
are most consistent with the mission, strategy, or capabilities of the
organization? What are the company’s ‘‘strategic frontiers’’?
The Aligning Phase consists of two important activities:
1. Identifying the company’s strategic frontiers.
2. Aligning with senior management on the proposed strategic
frontiers to be explored.
106
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Current Corporate Strategy vs. New Corporate
Strategy
One of the primary benefits of having a clearly defined corporate
strategy is its ability to provide focus for the organization. It is the
corporate strategy that aligns the behavior of all functional groups
in the organization, coordinating how they spend their time and
budgets. This focused and coordinated use of corporate resources
will increase the likelihood of reaching corporate goals and help
maximize the overall efficiency of the organization. A corporate
strategy is a valuable tool for senior management to help control
the activities and direction of the company.
Strategy innovation initiatives similar to the process presented in
this book are intended to explore business opportunities that are
beyond the current corporate strategy. They are initiated when the
incremental execution of the current strategy will not provide the
growth necessary for the company’s future. Therefore, strategy innovation processes will venture outside the current corporate strategy, outside of the current purview of senior management, and
sometimes outside the comfort zone of the organization.
This exploration beyond the current corporate strategy, beyond
the current business model, beyond management control is an important consideration for the Discovery Process. Some companies
encourage their people and teams to explore into new areas and
welcome the discovery of new opportunities wherever they can be
found. Other companies prefer to keep their exploring teams on a
shorter tether, believing that exploring into areas that the company
cannot (because of current resources) enter would be a waste of
corporate resources. If your senior management team wants to
maintain tight control over the strategic options it considers, then
this is an important issue that needs to be discussed in the launching of a strategy innovation initiative.
This potential conflict between the exploratory work of a Discovery team and the narrow boundaries of acceptable results by senior
management is a critical issue in strategy innovation initiatives. By
its very nature and definition, strategy innovation involves searching for ways to ‘‘change the rules’’ of a current marketplace, in an
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attempt to increase value or market share for a company. Although
strategy innovation can have a substantial positive impact on a
company’s growth, it may also require changes to the company’s
infrastructure or business processes to achieve that growth. While
senior management desires the growth, they are also responsible for
the current business model and are often wary of changes to it. This
trade-off provides a ‘‘creative tension’’ that is present in all strategy
innovation initiatives. The Discovery team needs the freedom to
explore new business opportunities wherever they exist, and senior
management needs to maintain some control over the process to
protect against changes too risky to the business model.
Rather than try to resolve this ‘‘creative tension,’’ we would argue
that it is a necessary component for the success of the initiative.
The Discovery team should know that senior management will not
embrace every new business opportunity they identify, especially if
the opportunities represent too radical a departure from today’s
core business. At the same time, senior management must understand that the Discovery team will need to recommend some
changes in the current business model in order to create new value
in the marketplace. These two forces should be held in a dynamic
tension that keeps both groups from wandering too far away from
their mutual goal, which is the identification of business opportunities that the company can implement to provide significant new
value.

‘‘Discovery Drift’’ and the Importance of
Alignment
In some instances senior management has granted the Discovery
team carte blanche at the beginning of the process to explore business opportunities wherever they can be found. This results in a
very empowering and productive process for the team. Each new
insight gained in the process uncovers value potential for customers, perhaps with only a slight change required to the current business strategy. After many months of exploring, all those slight
strategic changes begin to add up so that by the end of the initiative,
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the Discovery team has identified some very exciting and significant
business opportunities, but they are very different from today’s corporate strategy and the company’s current business model.
When the team presents its findings, senior management, not
having been as involved in the process, notices the big shift in business strategy suggested by these opportunities and fears that the
corporation cannot afford such dramatic changes. As a result, they
may hesitate to endorse these new business opportunities, in spite
of their significant revenue potential. Because senior management
did not experience the gradual drifting from the current business
strategy as the team did, they are not ready to make the big strategic
leap to a whole new way of doing business. We call this movement
away from the current business strategy ‘‘discovery drift,’’ and we
see it as one of the primary reasons why the output of such initiatives may not always be embraced by the company (see Figure 7-1).
To prevent this ‘‘discovery drift’’ and increase the possibility that
the outputs of the Discovery Process will be embraced by senior
management, phase two of the process establishes ‘‘alignment’’ between the Discovery team and senior management. By understanding the expectations of senior management for this initiative and
the degree of stretch, change, and risk they are willing to consider,
Alignment on
Current Business Strategy

Senior
Management

Discovery
Team

Discovery
Team

“Discovery Drift”

Time of Discovery Process
Figure 7-1. Discovery drift and the need for alignment in the Discovery
Process.
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the team can appropriately focus their exploration and creation
outside the current business strategy.
Senior management doesn’t always play the role of curmudgeon
in this process. We have seen cases where they had higher expectations for the team than what was delivered. We once worked with
a team from a major consumer package goods company that had
recently received FDA approval for a proprietary food technology.
This technology, if leveraged properly into new products and businesses, promised to have a powerful impact on the company’s
profitability and shareholder value. However, senior management’s
charge and objectives to the team stopped short of suggesting, or
even influencing, the new business areas that could be explored by
the team. Without the encouragement to explore beyond the current business model, the team limited their explorations and their
speculations to opportunities that fit the current business model.
The result was that senior management was underwhelmed and
unaligned with the new business opportunities developed by the
team, feeling they were too close to existing businesses. The lesson
from this experience is to engage and align senior management
early on in determining the territory to be explored in the discovery
work.
Alignment on the Flexibility of the Business Model

One way for the Discovery team to align with senior management
around this question of how much change can be tolerated is to
clarify what elements of the current business model they perceive
as fixed and which they consider flexible. Either through a discussion with the Discovery team sponsor or a meeting with senior
management, go through the elements of the current business
model and ask how much change they would tolerate in that area.
Will they consider serving a different customer base? Does a new
business opportunity have to use current technology? Is senior
management flexible in considering new business arrangements,
such as joint ventures? Are they fixed in their insistence on using
the company’s current sales force or distribution channels for any

.......................... 10127$

$CH7

06-16-03 13:07:52

PS

T  D   P     : A  P

111

new venture? Do the new products have to be manufactured in
current facilities?
In this discussion, senior management will likely prefer to leverage all of the current elements of the business model because that
represents the least change and will likely provide the greatest efficiency. However, if all of the elements of the current business
model are to remain more fixed than flexible, the Discovery team
has very little room to identify growth opportunities. The most important output of such a discussion is the sensitization by both
senior management and the Discovery team that some changes will
likely be necessary for the identification of new business opportunities. A second output is a prioritized list of business model elements
that should remain fixed (or flexible). While the Discovery team
will not necessarily use this list to limit their exploration of new
business opportunities, they will use it as evaluation criteria to help
screen and prioritize the opportunities they create in the Creating
Phase.
Alignment on Business Assumptions

Another way for the Discovery team to align with senior management is to examine business assumptions together. Since no one
can know the future, as previously noted, we all make assumptions
about it. If not based on new knowledge, our assumptions about
the future are typically based on our past experience. We assume
that the competitive landscape of tomorrow will be similar to today’s landscape. We assume that the channels of distribution today
will be the ones we use to grow the business. We assume we will
adapt our current manufacturing capabilities to meet the needs of
future markets.
However, all markets are dynamic. Sometimes the changes will
obsolete a business assumption that is crucial to the company’s
strategy. Moen ran into this situation in the plumbing fixtures market. Their previous strategy was based on the assumption that
plumbers would continue to be a primary means of selling/influencing the purchase of plumbing fixtures to consumers. By offering
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the highest-quality faucet to the plumbers who appreciated this
quality, the company believed that their business would continue
to grow. Then along came Home Depot, offering consumers the
opportunity to select the fixtures they wanted. Seeing products sideby-side on the shelf, consumers made decisions based more on style
(what they could see) than on quality (what they could not see).
What helped Moen turn around their business was their willingness
to surface key business assumptions, question the viability of those
assumptions for the future, and then make a strategic shift based on
marketplace changes. As a result, their faucets became more stylish.
How many companies based their futures on the business assumption that the dot-com revolution would continue at its torrid
pace?
Following some thought leader panels in the mid-1990s, 3M recognized that they had many processes in place to identify customer
insights but nothing in place to collect market foresight. As a result,
the business assumptions for the future were inconsistent and
sometimes contradictory across their many different divisions. In
response, 3M formalized a corporate capability for generating proprietary foresight. A group was established to identify and track
emerging trends and possible discontinuities, providing a clearer
and more consistent basis for the establishment of future business
assumptions across divisions.
The Discovery team should spend time with senior management
discussing the assumptions on which the current and near-term
business strategy is based. Then ask how confident they are that the
assumptions will remain valid in the future. Gaining alignment
with senior management on which business assumptions will likely
remain valid, which will probably change, and which are questionable is a potent alignment exercise.

Strategic Frontiers
‘‘What’s next for your company?’’ Can you answer that question?
Is your answer, ‘‘More of the same’’? If so, you are stuck in an
incremental way of doing business, trying to eke out a little more
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revenue from the same marketplace using your same business
model. Roll out the next line extension, charge a little more for it,
and hope that competition is asleep at the wheel. Incrementalism is
a safe strategy designed for modest growth. In some markets (those
that are more static than dynamic), this can still be a viable strategy.
If it still works for your company, you are probably not getting
much from this book. When your company’s financials or growth
prospects need a boost that your incremental strategy cannot provide, it is time to rethink your strategy and consider ‘‘what’s next.’’
Beyond Incrementalism

Process Tip:
A strategic frontier is that
unexplored area of potential
growth that lies between today’s business and tomorrow’s opportunities.
We call this area a frontier
because it is considered to
have potential for growth
but has not yet been fully explored. When we talk to people in companies, many have
opinions on what are (or
should be) their strategic
frontiers. However, because
there is no process in place
to do it, they rarely discuss
these frontier options with
others. A discussion of the
future should begin with a
discussion of a company’s
strategic frontiers.
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We have run into a few companies, such as 3M, that usually know ‘‘what’s next.’’ In
their yearly planning process,
the 3M business units are required to account for their
progress in developing their
next strategic business platform for growth. That platform is identified and
developed so it is ready to be
introduced when revenue
from the current platform begins to wane. The next platform becomes the basis of
their corporate growth in
subsequent years. If you are
in a company like that, you
already know ‘‘what’s next for
your company.’’ If not, the
first step in understanding
the next growth platform for
your business is to identify
your ‘‘strategic frontier.’’
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Think of a strategic frontier as market, product, technology, or
business process that lies just beyond your current corporate strategy and business model (see Figure 7-2). You probably have some
reason to believe that moving to this strategic frontier could result
in growth for your company, either because it works in other companies, because it addresses a problem you have, or because it addresses a need in the marketplace. However, you have never
pursued this strategic frontier because it was always considered just
outside your company’s strategy. This was the case with the PureTouch product at Moen. While the company had preliminary designs in-house for a water filtration faucet, its development did not
fit with the fast-follower strategy Moen was pursuing in the conventional faucet market at that time. When their exploration of the
future marketplace identified a growing need for water filtration,
that became the strategic frontier for Moen. As part of their new

N
Strategic Frontiers

Current
Business

W

E

Incremental Business
Opportunities

S
Figure 7-2. Strategic frontiers.
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corporate strategy, the PureTouch concept was pulled out of mothballs, developed, and introduced to the market.
A History of Frontiers: Terra Incognita

In the fifteenth century, mapmaking, or cartography, was anything
but a science. Cartographers would gather the latest information
from explorers returning from their journeys and update earlier
maps by incorporating the new knowledge. Still, if you look at old
European maps, you will see large sections to the west, north, and
south labeled ‘‘terra incognita,’’ or ‘‘unknown territories.’’ These
vast, empty expanses represented what the cartographers did not
know. They were boundaries yet to be crossed or areas to be
mapped by future explorers and cartographers.
Terra incognita or frontiers have played an important role in the
development and growth of the United States. It was in 1803 that
President Thomas Jefferson received congressional funding for the
exploration of America’s frontier at that time—the land west of the
Mississippi River. Jefferson saw potential in that new frontier. In
addition to any resources it may have contained, he had hoped that
the frontier included a trade route to the Pacific Ocean. A ‘‘northwest passage’’ of inland waterways could eventually open up commerce to Asia. So he appointed his personal secretary, Meriwether
Lewis, to lead a reconnaissance group to explore and chart the U.S.
frontier. Lewis teamed with William Clark, a captain in the U.S.
Army, and the two of them assembled a team of thirty-one people
and a dog for the trip. This group, referred to as the Corps of Discovery, spent almost two-and-a-half years exploring this frontier.
Although this discovery team did not find a ‘‘northwest passage,’’
their maps of the frontier and knowledge of the native people and
plants proved invaluable to the explorers, traders, and settlers who
followed them to open up the American West.
As long as we can perceive ‘‘places’’ we have not been, we will
always have frontiers to explore.
Imagine that your corporate cartographer has been assigned the
task of drawing and illustrating a map of your organization’s future.
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Where are the frontiers? Does the resulting map cause you to feel
more or less secure regarding the future of your organization beyond today’s business? How much of your corporate future map is
labeled ‘‘terra incognita’’?
Today’s Frontiers

Whereas frontiers of the past often referred to land or geography,
many of today’s frontiers in the world of business are invisible to
the human eye. As this book is being written, wireless communications, genomics, and nanotechnology are three of the most significant frontiers that are likely to dramatically change the world in the
decades to come. However, a strategic frontier does not have to
change the world to be of value to your company; it just has to
advance or grow your business. A new product category, a new
target audience, a new distribution channel, or a new manufacturing process can be viable strategic frontiers for your business. Anything that could add value to your customers and would also add
value to your company is a strategic frontier you should be considering for the future.
When Craig Wynett, general manager of new growth opportunities for Procter & Gamble, thinks of strategic frontiers, he considers
them at three different levels: new products, new projects, and new
platforms. Each of these levels requires a different corporate response and level of commitment. Creating new products is the easiest level because much of it can take place within the company’s
current business infrastructure and current business model. New
projects become more challenging for a company as they often involve new organizational forms or processes, such as different business units working together or new distribution channels being
created. The most challenging strategic frontier for a company is in
new business platforms, where new organizational forms and new
metrics for success must be considered. Determining how to enter
a new industry, leverage a new technology, or create a new market
takes more time and requires more corporate flexibility and commitment.
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Strategic frontiers span a wide spectrum of business opportunities (see Figure 7-3). They can be near-term, low-risk business opportunities that the company has been considering for a while but
for which it never created an effective strategy for implementation.
At the other end of the spectrum, strategic frontiers can be breakthrough, industry-changing business opportunities requiring substantial investments in time and resources. What a company selects
as a strategic frontier will reflect their business philosophy, industry, and available resources. The important point is that each company know its strategic frontiers and commit to an exploration of
those frontiers.
It is important to note that the ‘‘company-specific’’ frontiers
noted in Figure 7-3 are aimed at elements of the company’s business model. Those elements become frontiers only when the company considers major changes in those areas that will result in
significant new value-creation and growth for the company. Mere
improvements of those elements fall into a category of operational
efficiency, not strategic frontiers. For example, identifying a new,
lower-cost manufacturing source to boost operating margins would
be operational efficiency, improving what already exists. On the
other hand, considering the outsourcing of manufacturing so the
company can focus its resources on sales and marketing only would
be a strategic frontier, a major innovation in the business model
that provides growth opportunities.
Company-Specific

Company-Generic

Marketplace

New product
New product category
New distribution
channel
New manufacturing
process
New positioning
New sourcing strategy
New technology

Franchising
Globalization
JIT manufacturing
Mass customization
Outsourcing
Partnerships
Patent exploration
Services

Artificial intelligence
Biotechnology
Genomics
Internet
Nanotechnology
Smart materials
Wireless
communications
Automation

Figure 7-3. Examples of strategic frontiers.
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Managing the Core Business AND the Strategic Frontiers

There are times when senior management, because of market or
corporate financial conditions, must be conservative in running the
business. Investing in today’s ‘‘core’’ business with incremental
product improvements or lower-risk new business opportunities
can be the most prudent financial strategy, reinforcing and building
the company’s profitable core. However, there will likely come a
time when company growth beyond what is achievable in the core
business is deemed necessary. What will that business be? It is the
management of ‘‘today’s core business’’ with the active pursuit of
‘‘tomorrow’s core business’’ that may be the single most important
relationship for senior management to monitor and shape. When
these two priorities are constantly balanced in the management of
a company, they create a strategic tension in the organization that
results in a focused, dynamic path to future growth.
In the mid-1990s, Rubbermaid was selected as Fortune magazine’s ‘‘Most Admired Company.’’ This was due, in part, to the
fact that Rubbermaid had developed a well-deserved reputation for
balancing the growth of its core businesses with growth into new
categories and industries, including playground toys, sidewalk refuse containers, platforms for changing a baby’s diaper in airports,
and numerous other products. The senior management of Rubbermaid had developed a process that assisted them in fostering this
strategic tension between managing the core business and creating
tomorrow’s new growth.
Senior managers who place all of a company’s resources on today’s core business and ignore the future run the risk that changes
in the marketplace will leave them unprepared to enter the markets
of the future. On the other hand, a company that starves today’s
core business because its resources are placed as bets on ‘‘the next
big thing’’ may find the cash cow running dry before the bets are
ready to pay off. It is the balance of these two factors that is so
critical to corporate success—advancing today’s core while strategically exploring and capturing new markets on the strategic frontier.
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Identifying Strategic Frontiers
The specific activities pursued in the next phase of the Discovery
Process, the Exploring Phase, will be dependent on the strategic
frontiers that are selected as the highest priority for this strategy
innovation initiative. This is the primary objective of this Aligning
Phase—the identification and alignment with senior management
on strategic frontiers to explore.
Companies that have spent time considering markets of the future will likely have some sense of what represents a promising strategic frontier for them to consider. For those that have not yet done
so, the Discovery Process offers a great opportunity to speculate on
what those frontiers might be.
Focused Exploration vs. Open Exploration

Senior management may already know the strategic frontiers they
would like the team to explore. Because of their knowledge of the
business, strategic insights, or some evolution in the marketplace,
they will be clear about where the next, new marketplace opportunities are likely to be found. When senior management communicates the frontiers to the Discovery team, the process becomes a
‘‘focused exploration.’’ The team will be able to focus their planning and energies on this predetermined strategic frontier.
For companies that have not explored beyond their current markets and current business models, this idea of a strategic frontier
will be a new concept. Senior management could randomly select a
strategic frontier for the Discovery team to explore, but then the
team would be constrained in their exploration to an area that
might not hold the greatest potential for the company. Instead, we
recommend that the Discovery team first be charged with identifying possible strategic frontiers for the company to consider. In this
case, the process becomes an ‘‘open exploration’’ for the Discovery
team, and the Aligning Phase of this process takes on a much more
important role. It is the identification and alignment with senior
management on the most appropriate strategic frontier(s) to ex-
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plore that will be critical for the ultimate success of this strategic
innovation initiative.
Focused Exploration

In a focused exploration, a Discovery team is assigned a strategic
frontier selected by senior management. The purpose of the Aligning Phase then is for the Discovery team to be as clear as possible
on the reasons why this frontier represents growth opportunities
for the company and to understand management’s perception of
the frontier boundaries. When senior management is able to provide a thorough background and rationale for the attractiveness of
the strategic frontier, then this communication may be all that is
needed for the team to proceed to the Exploring Phase.
Occasionally, senior management will have a strategic frontier in
mind as the focus of the Discovery Process but will still request that
the Discovery team move through the steps of an open exploration.
This enables management to test the rationale for its proposed frontier and to see whether it will ‘‘stand up’’ to the growth opportunities
in other strategic frontiers that the team identifies. This is an approach we recommend for a number of reasons. First of all, it is
valuable for senior management to understand how the Discovery
team (who may be the next generation of senior management) views
future growth opportunities for the company. Their different perspectives on the business could add significant insights and suggest
new strategic possibilities. Secondly, when the Discovery team feels
that they have contributed to the identification of the strategic frontier they will be exploring, they will feel a greater sense of ‘‘ownership’’ of the process. Rather than carrying out someone else’s
mission, they will be carrying out their mission in the Discovery
Process. This shift in perceived ownership of the process will lead to
greater involvement and commitment by the Discovery team.
Open Exploration

In an open exploration, the Discovery team is charged by senior
management to survey the world of possible strategic frontiers and
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recommend those they would
like to explore through the
Discovery Process.
The Discovery team should
begin their process by identifying a long list of possible
strategic frontiers for their
company. How long should
the list be? Use the ‘‘Rule of
100,’’ introduced in Chapter
6, as a minimum. Each frontier should represent some
degree of future growth potential for the company. Remember, these are areas that
deserve further study or exploration because they are
likely to yield new business
opportunities for your corporation. You begin by building
a list of possible frontiers. As
you build this frontier list,
keep in mind the following:
◆

121

Process Tip:
Resist the urge to prejudge
the potential of strategic
frontiers.
When hearing about a new
frontier, people have a tendency to make a split-second
decision on its attractiveness. What happens in that
split second is that the form
of a product or service on
that frontier is assumed, a
market potential is estimated,
and a comparison to the
company’s hurdle rate for
new businesses is made.
Break that chain of thought!
The idea at this stage is to
identify the frontier and, on
the basis of a thorough exploration of it later, identify
a way to ‘‘change the rules
of the game’’ on that frontier. That rule-changing innovation is impossible to
determine prior to the fron-

Do not overanalyze the
frontier options you
add to the list.

tier exploration.

◆

Do not consider how
that frontier would be
implemented by your company, but assume that you could
acquire whatever skills or resources you would need.

◆

Do not judge the growth potential for each frontier as you
build the list, as most would be too difficult to determine at
this point.
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Both of these latter two issues—implementation and growth potential—will be important topics of the Exploring Phase. Rather
than be concerned with them now, stretch your thinking and list
any area that could possibly provide you with new business opportunities in the future.
How do you go about building a list of strategic frontiers? It
starts with the Discovery team sharing their points of view. Grab an
empty conference room and a flipchart and spend the morning
speculating. See how long you can make the list. Following that
exercise, use both internal and external sources to help expand the
list.

Sources of Strategic Frontiers
After the Discovery team does an internal listing of potential strategic frontiers, they should then seek out other sources of frontier
options, both internal and external to the company (see Figure 7-4).
Internal Sources for Strategic Frontiers

There are a variety of internal sources that the Discovery team can
tap in search of potential strategic frontiers to explore.
Management Interviews

Senior managers, with their experience, systemic perception of the
company, and responsibility for its strategy, often have ideas on
how to grow the business. Discovery team members should conInternal Sources

External Sources

Management Interviews
Company Vision
Corporate Drawing Boards
Redefine the Business
Core Competence
Intranet Survey

Trends Search
Technology Search
Business Model Search
Outside Experts

Figure 7-4. Sources of strategic frontier ideas.
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duct personal (one-on-one) interviews with all of the senior managers to identify their suggestions for viable strategic frontiers. The
Discovery team sponsor can help set up these interviews. Listen
to the responses of these senior managers but also listen for the
assumptions and perceptions that are behind those responses, as
they will help you understand the company’s current view of the
future.
In one Fortune 50 company where we were asked to conduct
these interviews with the top fifteen executives, there was some concern that the appointments would be difficult to arrange and that,
due to near-term pressures on the business, our reception might be
a chilly one. We were pleased to discover that every executive willingly created the time; in most cases, the one-hour meeting extended to ninety minutes or more so that all their input could be
captured. These executives were eager for the opportunity to influence the company’s future focus by suggesting possible new frontiers to be explored.
Company Vision

Another critical input for the identification of strategic frontiers is
the company’s vision or mission statement. If it is a good one, the
vision will be a proactive one that contains a focus for the company’s efforts and some indication of what success looks like when
the vision is fulfilled. What path to the future is suggested by the
vision/mission? Is it a relatively broad path that encourages the pursuit of a goal in a variety of different ways? Or is it a relatively
narrow path that minimizes the company’s flexibility and possible
strategic options?
Corporate Drawing Boards

Talk to the people in R&D, new product development, and marketing. Ask them if they have any new product ideas that were developed or submitted but not considered to be a good fit with the
company’s current product line. Are there elements of those products that would suggest a strategic frontier for further exploration?
Do any of these new ideas contain materials, technologies, or func-
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tions that would broaden today’s business or open up new market
niches? If so, it could be a strategic frontier.
Redefine the Business

Chris Zook, in his book Profit from the Core, describes the importance of knowing the definition of your core business. ‘‘Defining
the business accurately is a way of creating a logical hierarchy of
territories in and around your core business that help you target
wise investments . . .’’ As an example, Zook asks the question, ‘‘Is
Coca-Cola in the cola business, the soft drink business, the beverage
business, or some other business?’’1
This is a good exercise for the Discovery team to help explore
possible strategic frontiers. The team should first narrowly define
the business they feel their company is in right now. As an example,
if your company is currently in the business of manufacturing coffee cups, the Discovery team should then define a larger business of
which the coffee cups business is some minor portion or share.
Perhaps it is the ‘‘beverage container’’ market, which would also
contain glassware, paper cups, etc. Keep going and define the next
higher-level business of which ‘‘beverage containers’’ is a relatively
small share. That might be the market for ‘‘liquid conveyance devices,’’ which would include milk bottles, picnic jugs, and even tank
trucks. Following these expanded definitions of a company’s market could suggest a strategic frontier to consider.
Terry Tallis, one of the leaders of a successful strategy innovation
initiative at Hewlett-Packard’s Inkjet Supplies Business Unit, notes
about that project, ‘‘We were creatures of our past. This experience
raised us up so that we could see what had been invisible to us. We
had thought we were in the ‘printer’ business. We discovered we
were in the ‘printing occasion’ business. We had 50 percent of the
printer business but less than 1 percent of the printing occasion
business. That was key to the whole growth initiative.’’
Core Competence

A core competence of a company can, with some effort, be turned
into a core excellence, creating new value for customers and growth
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for the company. Take a look
at what your company does
well and determine if significant advances in that area
might represent a significant
growth opportunity. Rather
than just have your Industrial
Design group designing great
products for you to sell, can
they provide design services
directly for your clients (as
BMW does)? Can your internal inventory tracking system
be offered as a service to customers on an out-sourcing
basis (as Mrs. Fields does)? If
so, these are potential strategic frontiers for your company to consider.
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Process Tip:
Core competencies and successful brands can be barriers to strategy innovation.
Often a logical starting point
for the creation of new business opportunities is to leverage your current strengths,
which frequently reside in
core competencies and successful brands. However,
core competencies and successful brands carry with
them constraints or limits on
how they can be used, so as
to protect their ‘‘value’’ to
the company. Be aware that
these constraints may favor
the incremental extensions
of the current business over
the pursuit of innovative
new business opportunities.

Intranet Survey

Ask your employees if they
have any ideas on how the
company might grow. A quick
question placed on the corporate intranet is an easy, efficient way
to gather new ideas for strategic frontiers and provides a way for
the employees to feel involved in the process. In 1999, P&G
launched an intranet site called myidea.com, which attracted over
9,000 possible ways to grow the business. It followed that by fostering new connections among 18,000 engineers by linking them via
its Innovation Net.
External Sources for Strategic Frontiers

Using internal sources for the identification of strategic frontiers
will frequently reflect a corporate myopia about the business. If you
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have been with the company
Process Tip:
for more than a few years,
you tend to believe that the
Visionary companies are selway the company does busidom those that only talk to
ness and the way the marketthemselves.
place operates are ‘‘givens.’’ If
Visionary companies tend to
you were part of the company
be proactive companies. They
when many of the processes
are often driven by internal
and infrastructure were esgoals but guided by the martablished, you tend to believe
ketplace. It is their constant
that the company is already
measurement and connecthe best it can be. This makes
tion with customers and exit difficult to consider changes
perts outside their company
that could yield growth opthat helps guide their stratportunities. It is important
egy development. Get outfor the Discovery team to also
side of your four walls and
explore external sources and
talk to those who envision,
perspectives in their search
create, and measure the fufor potential strategic fronture.
tiers.
Many companies that have
been in a business for a while, especially if they have been successful, consider themselves ‘‘experts’’ in the business. As experts, they
believe that their opinions and perceptions of the market are superior to those of ‘‘outsiders,’’ so that seeking outside perspectives is
a waste of time. That may be true for managing today’s business
but it can be lethal in the pursuit of strategy innovation. The organizations that seek out new, outside perspectives as a stimulus to
their strategic thinking tend to be the ones most prepared for dynamic shifts in their marketplace and the emergence of new frontiers. In the search for the next opportunity area, search outside the
company.
Trends Search

Trends reflect changes that are taking place in the marketplace or
in the world. Changes within any type of system disrupt its stability
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and create some imbalance, which is the source of potential opportunities. Organize a subgroup of the Discovery team to scour publications and the Internet for trends in various cultures or societies,
lifestyles, or demographics. Do any of the trends, if they were to
continue or increase in intensity, suggest new customer needs or
some difficulty by current companies in meeting their needs? Think
through the implications of the trends and all their potential outcomes.
We know of a London-based communications company that
dedicated a portion of its quarterly executive meetings to a presentation of key industry trends to stimulate a future focus. Once the
presentation was completed, the group invested time in assessing
the possible importance of those trends and their implications for
the organization. This type of input into a Discovery initiative is
ideal.
Technology Search

Set up a ‘‘scout team’’ to search for technologies or new materials
that your company might use to greatly increase customer value
and satisfaction. Look for technologies that could be used in a
product or in the making and selling of a product. Talk with suppliers, vendors, other companies, and scientists in laboratories. Technologies that offer any potential for stimulating growth in your
company should be captured as a possible strategic frontier.
One European company used a ‘‘scout team’’ approach as a way
of seeking out both promising technologies and promising alliances, partners, or acquisitions. They identified candidate companies where a visit might be mutually beneficial and set up site visits
by the Discovery team. Even where a longer-term relationship did
not play out, the Discovery team benefited from the new knowledge
and insights gained in the exchange.
At the same time, assign this scout team the task of identifying
any possible or probable technological ‘‘dislocations’’ in your industry. New frontiers can often be found on the other side of these
technological disruptions in the marketplace.
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Business Model Search

In addition to investigating trends and technologies, set up a third
search team to explore the business literature for new ways of running a business. Business periodicals routinely profile companies
that defy conventional business wisdom and meet with success. Is
there something they do that, if applied to your business, could
result in significant growth? Seeing what companies in other industries are doing to increase the value of their business model can
provide important insights about strategy innovation possibilities.
Following this type of research, one media company assigned a
team to identify all the possible component parts to a business
model in their industry. Then, from all the parts, they built up
a model for each market competitor and, from role-playing the
competitor’s position, evolved the model out five years. Now, with
a possible (maybe probable) competitive business landscape looking out five years, they conceived from scratch the optimal business
model for their company in that industry. This business model perspective assisted the team in identifying the areas to explore in
order to migrate from today’s business to the more-competitive-inthe-future business.
Outside Experts

Consider engaging the services of an outside expert for gathering
strategic frontier options. Strategy consultants, venture capitalists,
financial analysts, technology experts, and magazine editors are just
some of the people who can add a valuable outside perspective to
supplement the internal search for strategic frontiers.
One major German automobile manufacturer enlisted the help
of three expert resources to develop a probable scenario for the
global automobile industry in 2010. Each had a different focus for
surfacing emerging trends: manufacturing processes, the Asian
market, or the U.S. market. The strongest and best-supported
trends of each study were combined into a single presentation and
used to ‘‘provoke’’ new thinking on future frontiers among a gathering of global executives. The executive conference proved to be a
powerful combination of the newest innovations in the production
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pipeline married to an introduction of future forces to stimulate
new thinking for future innovations.
Thought leader panels can also be very effective in identifying
appropriate strategic frontiers. For example, the first Moen thought
leader panel, referred to as the ‘‘macro’’ panel, was intended to
bring outside, expert opinions to the company to help define areas
of future growth opportunities. Recruiting experts from a mix of
disciplines for a two-day exploration of the future will provide your
company with a proprietary view of the future and clarity around
possible strategic frontiers. Details on the thought-leader-panel
methodology can be found in Chapter 8.
Prioritize the Strategic Frontiers

The list of potential strategic frontiers should be long, inspiring, yet
somewhat daunting to the Discovery team. How can the team explore the range of opportunities available in the depth that would
be necessary to understand the frontier? The answer is, they cannot.
A Discovery team can explore only one or two, possibly three (depending on the scale of the project) strategic frontiers at a time.
Pursuing more than three frontiers will typically stretch the team’s
resources so thin that the resulting exploration is too cursory to
identify specific business opportunities. Therefore, the next step is
to prioritize the list of strategic frontiers to narrow the focus for the
initiative (see Figure 7-5).
The Discovery team can use any process they are comfortable
with to help narrow the list. Be sure to clarify the criteria you will
use to prioritize the frontiers: size of opportunity, degree of innovation, fit with current strategy, consistency with today’s core business, etc. One option is to understand how senior management
might assess the potential of a strategic frontier. However, do not
be afraid to use the team’s energy or passion with a frontier as a
basis for prioritizing, as an energized Discovery team will generally
excel in this process.
The next step is to involve senior management in the prioritization process. Set up a meeting with senior management to review
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N
Strategic Frontiers
Frontier to Be Explored
in the Discovery Process
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Incremental Business
Opportunities
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Figure 7-5. Strategic frontiers to be explored.

the strategic frontiers and share the Discovery team’s prioritization
efforts. Engage them in a dialogue about their views and priorities
for these frontiers. Remind them that the exploration of this frontier will seek to understand how to create new value there. It will
likely yield a range of short- to long-term opportunities, a range of
low-risk to higher-risk businesses, and a range of conventional to
innovative ideas. The objective of the meeting is to emerge with
agreement on what strategic frontier(s) this Discovery team should
explore in this Discovery Process. Keep in mind that this is not a
commitment at this point to enter this area. It is only a commitment to explore its potential because of a belief that it may contain
new growth opportunities.
This meeting with senior management is the first step in the allimportant ‘‘alignment’’ that the team needs in order to keep the
initiative relevant and to maximize the potential that their work can
be implemented. Do not be surprised if the frontier decision takes
more than one meeting. For many companies, this will be the first
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time that a proactive decision on the future has been made. It is an
important strategic choice, so take whatever time is necessary to
gain this early alignment.
Critical Role of Strategic Frontiers

The importance of this alignment of senior management and the
Discovery team on the appropriate strategic frontiers for the company cannot be overstated. By authorizing this strategic initiative
and focusing on strategic frontiers, senior management makes a
commitment to the company’s future. They agree to the challenge
of managing today’s core business while preparing for tomorrow’s
core business. It is much easier to focus on running today’s business
to satisfy short-term goals and let the future take care of itself. Being
reactive about the future and what it will bring can be devastating
to a company in a dynamic marketplace. Unexpected changes and
shifts make a company vulnerable to new competitors, new technologies, and changes in customer behavior in a market. Being proactive about the future and creating the company’s next growth
platform will increase its chances of survival in a time of change.
Strategic Frontiers as a Corporate Vision

Much has been written about the positive role that a corporate vision can play in guiding the activities and development of a company. That compelling vision of an ideal future can motivate and
influence employees as they make day-to-day decisions on behalf
of the company. When we think of powerful visions, we think of
how both Apple and Microsoft were purported to have been driven
by the image of ubiquitous computers in the future. Corporate visions are particularly powerful for start-up ventures, but what
about established companies? It is not easy to instill a new vision in
an established company. Established companies cannot focus all
their energies on creating a new company—they need to protect
the ongoing business also.
Strategic frontiers are to established companies what corporate
visions are to start-ups. A CEO of an established company can
point to a previously unexplored strategic frontier and declare it to
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be the next growth area for
Process Tip:
the business. Distinct resources can be targeted to exEstablished companies should
ploring and understanding
use strategic frontiers the
that frontier while still mainsame way that start-ups use
taining the current business.
corporate visions.
Those resources can be guided
The identification of a comin their search for business
pany’s strategic frontiers will
opportunities by the definiturn a ‘‘fuzzy future’’ into a
tion of that frontier.
more ‘‘focused future.’’ By
When a company has both
naming the next growth area,
a current business and a strasenior management makes a
tegic frontier, it is better able
bold, proactive statement to
to balance the ‘‘current versus
both employees and the
future’’ dilemma described in
investment community that
Chapter 2. Unless the future
they are leading the comfrontier is clearly identified,
pany to an attractive future,
there is no reason for a comwhile still maintaining the
pany to dedicate attention
current business.
and resources to the future.
In fact, to allocate funding to
a ‘‘fuzzy future’’ does not appear to be responsible spending. But
allocating funds to a clearly delineated future frontier can make it
a wise investment in the future. Senior management will be perceived by both employees and the investment community as leading the company, as taking a proactive stance.
The identification of a company’s strategic frontiers will have
other benefits also. It will provide a focus for the creative energies
of the entire company by occupying some of the ‘‘mindshare’’ of
the employees. If I am an employee and learn that wireless communication is our strategic frontier, everything that crosses my desk
about wireless communication will now catch my attention, where
it did not previously. If I am attending an electronics convention, I
will wander by the wireless exhibits and booths. If I find a good
article on wireless communication in a publication, I will share it
with my colleagues. Identification of strategic frontiers can encour-
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age employees to be more proactive and committed to the company’s future. This results in a strong, intangible benefit to the
company.
There is one more role that strategic frontiers can play in a company—the stimulus for change. Corporations are often quite resistant to the idea of change. It frequently requires a negative event,
perhaps a major crisis or flirtation with bankruptcy, before change
initiatives gain momentum. Strategic frontiers represent a positive
stimulus for change in a corporation. Positioned by the senior managers as a challenge for the company that could have a very positive
impact on its future, the successful penetration of a strategic frontier could provide a positive catalyst for corporate change.
Imagine, for a moment, the contrast between working for a company that is aligned on its future frontiers versus one that is clueless.
Figure 7-6 illustrates some points of difference.
There is a choice. An organization can choose to wander into the
future, letting today’s events be the guide for their decision making.
Aligned on Near-Term Goals
and Strategic Frontiers

Aligned on Near-Term
Goals Only

Managing today’s business with
an eye on tomorrow
Sensitive to all changes in the
business environment
Open to future perspectives
Aware of evolving competitive
landscapes
Marketshare boundaries:
dynamic
Leadership: future focused
Innovation time horizon: long
Future viewed as opportunity
Organization’s posture:
proactive

Managing today’s business only
Optimizing today’s competitive
position
Open to tactical perspectives
Fixed on current competition
Marketshare battle: Fractions of
a percent
Leadership: Wall Street–focused
Innovation time horizon: short
Future viewed as threat
Organization’s posture: reactive

Figure 7-6. Impact of being aligned on strategic frontiers.
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Or, an organization can choose to seize the future (carpe futurum!)
by defining, exploring, and capturing the business growth opportunities on their strategic frontiers. It might take a few tries to identify
the ‘‘right’’ strategic frontier for your company. Lewis and Clark
did not discover the ‘‘northwest passage’’ they were hoping to find.
But the mistake is in not starting this process, preferring to stay in
your corporate comfort zone. If you are not searching your strategic
frontiers, you will lose out to those who are.

Summary
◆

The importance of alignment in the Discovery Process comes
from an inherent tension in any strategy innovation process,
where creating something new can have value to a company but
can also represent potential risks.

◆

In this process, the Discovery team will experience ‘‘discovery
drift,’’ where they embrace a series of small changes to the company’s business model that lead to a major leap over the course
of the initiative. In the meantime, senior management has not
made that same mental shift, resulting in different expectations
of the output of the initiative.

◆

Agreeing on the elements of the business model that will remain
fixed, on the business assumptions to be tested, and on the strategic frontier for the Discovery team to explore will help align
the goals and expectations with senior management.

◆

A strategic frontier is that unexplored area of potential growth
that lies between today’s business and tomorrow’s opportunities.
It is believed to have growth potential for a company but requires
exploration by a reconnaissance group to determine if it is true.

◆

Strategic frontiers span a wide spectrum of business opportunities from near-term, low-risk business ventures to breakthrough,
industry-changing new businesses.

◆

The identification of, and agreement on, the strategic frontiers
to explore is the primary goal of this Aligning Phase. If senior
management has not already identified that frontier, it is the role
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of the Discovery team to recommend options for them to consider.
◆

To identify potential strategic frontiers, the Discovery team
should utilize a variety of internal and external resources for options.

◆

In addition to creating alignment between the Discovery team
and senior management for the Discovery Process, the identification of a strategic frontier can play a significant role in the
company by:

◆

◆

Signifying a commitment to managing the business of the future

◆

Playing the role of a corporate vision within established companies

◆

Focusing the activities and ‘‘mindshare’’ of employees

◆

Providing a stimulus for corporate change, where necessary

Established companies should use the identification and exploration of new business opportunities on a strategic frontier the
same way that start-up companies use a vision statement: to
focus the company’s energy and efforts on the pursuit of a compelling future.

Endnote
1. Chris Zook, Profit from the Core (Boston: Harvard Business School
Press, 2001).
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Chapter 8

T HE D ISCOVERY P ROCESS
Exploring Phase
Many companies take their industry’s conditions as
given and set strategy accordingly. Value innovators
don’t. No matter how the rest of the industry is faring,
value innovators look for blockbuster ideas and quantum leaps in value.1
—W. CHAN KIM AND RENEE MAUBORGNE

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

With strategic frontiers that align with the aspirations of senior
management for this initiative, the Discovery team is ready to begin
exploring those frontiers. Where do they start? Who do they talk
to? What do they look for?
While the Exploring Phase is often the most intellectually stimulating, it is also the most time and energy-consuming phase of the
Discovery Process. It consists of the following steps:
136
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Preparing to be an explorer
◆

Adopting an exploratory mind-set

◆

Aiming for visionary opportunities

Planning the exploration route
◆

Exploratory vectors

◆

Immersions and interactions

Selecting exploration activities
◆

Customer value activities

◆

Market dynamics activities

◆

Business model innovation activities

Discovering value on the frontier
◆

New insights

Preparing to Be an Explorer
Former astronaut and United States senator John Glenn would
qualify as a modern-day explorer and space pioneer. The first
American to orbit the earth in 1962 aboard the Friendship 7 Mercury capsule, Glenn returned to space thirty-six years later, at seventy-seven years of age, to explore research on aging on a Space
Shuttle Discovery mission. He told PBS, ‘‘The urge to explore the
unknown is part of human nature and has led us to many of the
most profound changes in our standard of living.’’2 What does it
take to be a good explorer in unknown areas? Glenn believes curiosity plays a key role. ‘‘This has been the real hallmark of what’s made
this country really good—the curiosity of how we can do things
better, whether it’s a door knob or a TV camera or better chairs. I
hope we don’t lose that curiosity.’’3
Ken Cox, a technologist and futurist at NASA’s Johnson Space
Center, agrees that curiosity is an important component of the exploratory mind-set of pioneers. But Cox would add a number of
other requirements for those who venture into the unknown. He
believes that good explorers need to be open-minded, fearless, and
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comfortable with ambiguity. He points out that new information
discovered in the unexplored frontier does not always fit into our
old ways of thinking. As a result, an important skill for the explorer
is to be able to discern new patterns in the new information being
collected on the frontier. It is the identification of new patterns
that often leads to the thrilling ‘‘eureka’’ response made famous by
Archimedes.
Discovery team explorers will benefit greatly in this Exploring
Phase by adopting these same attributes. As you look to learn more
about customers, the emerging market, and new business models,
be curious, open-minded, and fearless in your pursuit. Then, recognize that it might take some time to discern the new patterns in the
new information, but keep at it because the discovery can be quite
thrilling.
Adopting an Exploratory Mind-Set

Just as NASA rockets need to escape the earth’s gravitational field
to reach new planets, the Discovery team must escape the force of
‘‘corporate gravity’’ in order to discover new business opportunities. Corporate gravity is an invisible force that prevents employees
from venturing too far from the current business model. As managers in charge of maintaining the integrity of the company’s current
operations, you spend most of your working days protecting the
business model from anything that would have a negative impact
on those operations. As a result of many years of doing this, you
develop a knee-jerk reaction to anything that does not fit the current business model. The process is quite quick—you see something new, assess its fit with the current business model, and accept
or reject it based on your expectations of its fit. If it would affect
your efficiency or lower your ROI, you reject it. If it requires an
infrastructure change, you reject it. If you can’t quantify it, you
reject it. This is corporate gravity. It acts as a filter for your perspective so that only corporate-friendly observations get through.
The Discovery team must first recognize this phenomenon of
corporate gravity and then take steps to escape beyond it. One way
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to do this is to adopt the perProcess Tip:
spective of a start-up entrepreneur, as outlined in the
In order to see more opStaging Phase discussion in
portunities in the Exploring
Chapter 6. By ignoring the
Phase, adopt the role of an
constraints and restrictions
independent, venture-backed
imposed by your current corentrepreneur.
porate business model, you
Corporate managers often
are free to perceive and conassimilate a shared view of
sider new things in this Exthe marketplace that helps
ploring Phase. Anything can
streamline and coordinate
inspire a potential business
their efforts. For example,
opportunity to a start-up enmost agree on what comtrepreneur. That is the mindprises a good (or bad) busiset necessary for the Discovness opportunity, how cusery team in this Exploring
tomers behave, and what it
Phase.
takes to get a product to
Another way to escape the
market. These shared asforce of corporate gravity is
sumptions, while promoting
to ignore any information
efficiency, can prevent the
you receive that is too ‘‘comdiscovery of innovative (break
fortable’’ for you. When you
the rules) new business ophear someone say that they
portunities. In order to miniare happy with the product
mize the impact of these corthat your company makes,
porate filters, team members
politely ignore them. Instead,
should look at the market
focus your energies on those
through the eyes of an entrewho find it ineffective, too expreneur. What would an enpensive, or too fragile—that
trepreneur trying to break
is where the new business opinto this market see in this
portunities are located. If
Exploring Phase?
people tell you that the industry is healthy and stable, challenge them. Look for surprises, exceptions to the rule, possible market dislocations, and growing markets on the very fringes of the
industry. If the corporate side of you would find it irrelevant or
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uncomfortable, the entrepreneur side of you would embrace it as
the link to a potential opportunity. Practice being a contrarian with
a mission.
Being a contrarian was a favorite ploy of Bob Galvin when he
was running Motorola. He admired counterintuitive thinkers,
claiming that ‘‘common wisdom holds back uncommon wisdom.’’
When Motorola had big decisions to be made, Galvin would often
look for the opposite approach.
Frequently I would listen to my very intelligent associates
to see how they were thinking out an idea. If they did a
good job, we would go with it. If it were a very significant
decision, the opposite thinking would often be the right
approach. One of the consequences is that ultimately, the
position that is right is a minority position—it is new and
different. Most of us are not comfortable with the new and
different. It takes courage to be a minority thinker to push
it through. Every major Motorola decision when I was
there were initially minority positions.
Aiming for Visionary Opportunities on the Strategic
Opportunity Spectrum

The strategic frontier you identify will turn out to be an area containing a wide range of new business opportunities. Some opportunities will be short-term, some longer-term. Some will have large
growth potential, others will be more modest. The way the Discovery team decides to explore the strategic frontier and the amount
of time and effort put into the exploration will determine the number and variety of opportunities and variations they will discover.
Achieving both a breadth and a quantity of options prior to making
strategic decisions is a cornerstone of this Discovery Process. To
ensure that the Discovery team aims for breadth and quantity, we
suggest that they target their search to cover the entire Strategic
Opportunity Spectrum (SOS) within each strategic frontier.
The Strategic Opportunity Spectrum is a method of categorizing
the business opportunities you discover on your strategic frontiers
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(see Figure 8-1). On the left end of the spectrum are those business
opportunities that are closest to today’s core business. We call them
‘‘visible’’ opportunities because you probably know about them already and may have even considered them at some point. With a
few minor changes in the current business model you can achieve
a new growth opportunity on this frontier.
Visible opportunities, successfully brought to market, are all
around us. John Deere’s extension from professional-grade agricultural tractors to riding lawnmowers for the weekend farmer wannabe was a visible opportunity for them. Reese’s Peanut Butter
Cups have mined their ‘‘visible’’ boundaries from ice cream to
breakfast cereal (after the Pieces and the Sticks). Zip-Loc used to
mean airtight ‘‘bags’’ but now, with the introduction of reusable,
hard plastic containers, it means airtight ‘‘containment.’’
Because the changes required to the corporate business model
are relatively minor, the pursuit of visible opportunities is usually
shorter-term and usually lower-risk. Markets for these products or
services often exist already, customers are known, and the manufacturing and distribution infrastructure may have been established.
These opportunities are the low-hanging fruit, easiest to harvest for
your business. However, the existence of the market and the relatively low barriers to entry in that market often make visible opportunities lower-volume opportunities also. If someone else got to
that market first, they probably captured the significant share of the
revenue and profit potential.
‘‘Visible’’ or not, we understand that senior management of
some companies will quiver at the prospect of strategically extending beyond the most incremental of business innovations. What

“Visible”

“Visionary”

Low-Hanging
Fruit

High Rewards

Figure 8-1. Strategic Opportunity Spectrum.
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might be the impact on the base business? Diet colas were a visible
opportunity for many years in the beverage category before a company made the leap to bring them into the fold. Remember Tab,
the first commercially marketed diet cola? Coca Cola was so concerned that it might cannibalize Coke’s market share that Tab’s
‘‘flavor notes’’ were designed to not taste very good. You had to
really, really want the diet benefit to tolerate the strange taste created for Tab. Of course, history has shown that the ‘‘diet innovation’’ of Diet Coke actually did not significantly cannibalize Coke’s
market share. It caused the category to greatly expand by attracting
new weight-conscious consumers to the soft drink category.
On the other end of the spectrum lie the visionary opportunities.
Visionary opportunities are typically based on the inspired imagination of the Discovery team. Markets, customers, and infrastructure for visionary opportunities do not currently exist, they must
be imagined. We often see visionary opportunities arise in companies that are looking to fulfill a mission or cause in the marketplace.
A visionary opportunity is often an ‘‘idealized’’ scenario of how a
customer’s needs can be fulfilled, based on a strongly held conviction that drives the company. Fred Smith of Federal Express dared
to imagine a visionary opportunity of delivering mail overnight,
and Apple’s Steve Jobs imagined a computer in every home, based
on his conviction of the value it would ultimately deliver. Both of
these visionary company founders dared to dream of meeting customer needs in a new and unique way, even though the markets
did not yet exist.
Visionary opportunities are not, however, exclusive to start-up
companies. Motorola, originally a manufacturer of automobile radios, attained leadership in multiple ‘‘visionary’’ frontiers over the
years, from televisions to wireless communications to microchips.
And even though their early inventions were test-and-measurement
devices, William Hewlett and David Packard committed their company to a vision of excellence in engineering that is both leadingedge and socially responsible. Because of this broad vision, HewlettPackard is now playing a leadership role in the once-visionary opportunities in computing, printing, and imaging industries, among
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others. 3M had humble beginnings as a mining venture that did
not ‘‘pan out.’’ It has been more successful replicating its innovation formula thousands of times into both ‘‘visible’’ and ‘‘visionary’’ frontiers, in industries ranging from sandpaper to
pharmaceuticals.
Visionary opportunities are longer-term opportunities because
they usually require the development of technologies, infrastructure, and customers that do not yet exist. From this standpoint,
they also carry a higher risk compared to visible opportunities.
However, visionary opportunities typically contain the possibility
of very high rewards, both financially and psychologically, to those
willing to take the risk.
The majority of new business opportunities identified in the Discovery Process lie somewhere between the two ends of the Strategic
Opportunity Spectrum. They are opportunities that add value to
customers in some way and require varying degrees of change and
market development by the
company in order to meet
Process Tip:
those needs. Opportunities in
If you stretch your thinking
this middle range vary in the
to identify visionary opporsize of the market and revetunities, you will also idennue potential.
tify opportunities all along
The Strategic Opportunity
the Strategic Opportunity
Spectrum is introduced here
Spectrum.
because the way the DiscovIncremental thinking will
ery team thinks about the opproduce, at best, incremenportunities they will develop
tal ideas. Stretch thinking
has a significant impact on
that pursues the ‘‘big idea’’
the ultimate success of this
in any marketplace will proprocess. Setting a goal of
duce a large quantity of
identifying a number of visiideas, ranging from worldble opportunities for your
changing new industries
company will result in finddown to incremental proding a few visible opportuniuct improvements.
ties, but probably not much
more. However, setting a goal
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of identifying a number of visionary opportunities will provide not
only the visionary opportunities the team is looking for but also a
large quantity of opportunities that fall all along the spectrum, including visible opportunities. It is the ‘‘stretch’’ in the thinking required by visionary opportunities that reveals the greatest quantity
of new opportunities of all types (see Figure 8-2).
The pursuit of opportunities at the visionary end of the spectrum
will establish the open-minded, anything-is-possible attitudes necessary for the team to ‘‘see’’ new opportunities everywhere. Often
the visionary ideas they find will contain within them some element
that the company can use today to improve their business. The
process does not, however, work in reverse. Teams that are interested only in identifying short-term, visible opportunities close to
their current core business are not likely to identify bigger, longerterm opportunities. Their desire to focus short-term prevents them
from entertaining ideas that might fall to the right side of the spectrum, and they end up with a much smaller quantity of opportunities.
It does not matter whether senior management is seeking a visionary opportunity as part of their strategic portfolio or not. Even
when the company will only consider developing the shorter-term,
lower-risk, visible opportunities, it is important that the Discovery
team aims to stretch their thinking and exploration to identify opportunities that lie on the visionary end of this spectrum.

“Visible”

“Visionary”

Low-Hanging
Fruit

High Rewards

Figure 8-2. Strategic Opportunity Spectrum: Setting stretch goals.
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Some visionary opportunities are slow to be recognized or are
missed entirely. All the major television networks missed the dedicated news network opportunity that Ted Turner developed in
CNN. IBM missed the importance of software. Microsoft was slow
to recognize the Internet. Motorola possessed the capability, but
failed to see the market opportunity in inkjet printing.

Planning the Exploration Route
Like most explorations, the Exploring Phase of the Discovery Process is done ‘‘away from home.’’ To gain new perspectives and discover new ways to think about your future business, the Exploring
Phase must begin with an ‘‘external’’ exploration. It does not begin
with an understanding of what a company does well (core competencies) or what it is currently able to do—that would be a capability in search of a market. The Discovery Process is a market-centric
process that begins with an understanding of the emerging market
and its needs, and then proceeds to a search for how the company
might go about meeting those needs. This is an ‘‘outside-in’’ process for the Discovery team.
This is not an exercise to be conducted from your cubicle with a
Web browser. The Exploring Phase will require the Discovery team
to travel, meet with people, see what they see, and walk in their
shoes. If yours is a regional business with local clients, the travel
will be less. If yours is a global company, pack your bags and grab
your passport.
There is no one formula or linear sequence of steps for the Discovery team to take in this Exploring Phase. Every industry is different, and every Discovery team will differ on how and where it
finally chooses to explore. But where should they start?
Mapping the Route Along Exploration Vectors

To think about a starting point for the exploration process, take a
step back and think for a moment about what business is all about.
Business is about creating value for someone (a customer) and, in
delivering that value, creating value for yourself. So identifying new
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business opportunities should focus on value—what it is and how
it can be delivered or enhanced.
Where do you look for that value? Consider that a business
transaction takes place between a customer and a company, in a
marketplace. Therefore, the search for value should include explorations of the customer (customer value), the company (business
model innovation), and the marketplace (market dynamics). We
describe these three areas as exploration vectors, the pathways that
a Discovery team should take to understand and identify valuecreating opportunities on the company’s strategic frontier (see Figure 8-3).
Customer Value Vector

Businesses do not exist without customers. Customers do not purchase goods and services unless those goods and services deliver
value. Therefore, a logical starting point for exploring new business
opportunities is to meet with potential customers and understand
their perception of value. It is the new insights gained around
emerging customer needs and their perception of value that can be
the basis of exciting new business opportunities. Companies that
are very customer-centric, and those that aspire to be, often begin
the Exploring Phase with work in the customer value area.
Market Dynamics Vector

If strategy innovation is about creating the company’s future, it
should not be based on today’s markets, today’s products, or to-

Customer

Value

Market Dynamics

Business Mode

l Innovation

Exploring
Phase
Figure 8-3. Exploration vectors.

.......................... 10127$

$CH8

06-16-03 13:08:07

PS

T  D   P     : E P    

147

day’s customers. You need to understand the world of tomorrow
and use those insights to drive the strategy innovation process.
In a stable world, the markets of tomorrow look a lot like the
markets of today, minimizing the value to be gained by studying
the future. In a dynamic world, changes in any aspect of the marketplace can have a ripple effect through not only that market, but
all other markets that touch it. When world oil prices rise, sales at
the local drive-thru restaurant can fall. Studying the future and the
forces that affect markets will reveal the possibilities of change.
Change is a two-sided coin (pun intended). On one side, it will
have a negative effect on those who are vested in the old way of
doing business. On the other side, it will cause market disruption
and imbalances, opening up new business opportunities for those
who are prepared to participate. Therefore, we strongly recommend
that the Discovery team include market foresight in their exploration plan. Companies that feel they have a core competence to leverage and are very marketplace-centric often begin with the vector
of market dynamics.
Business Model Innovation Vector

Many recent examples of strategy innovation have involved changes
in the traditional business model used in those markets. Furniture
was expensive and sold in showrooms until IKEA designed a line of
inexpensive, Scandinavian-style, assemble-it-yourself home furnishings to be sold in large retail outlets to young buyers. Southwest
Airlines rejected the standard hub-and-spoke system of air travel
and concentrated on low-cost, local, point-to-point travel. A Belgian movie theater owner defied the industry logic of multiplescreen econo-boxes and built a hugely successful megaplex consisting of twenty-five screens and over 7,000 luxury seats. New business
opportunities can come from old businesses, where changes in the
traditional ways of doing business results in greater customer value
and growth for the company.
This was the case with Cemex, an international cement company
located in Mexico. They developed a sophisticated communications
network and a strategically placed distribution system to be able to
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offer their customers on-demand cement delivery, within twenty
minutes of the contractor’s call. In his book Value Migration: How
to Think Several Moves Ahead of the Competition, Adrian Slywotzky
writes, ‘‘Value migrates from outmoded business designs to ones
that are better able to satisfy customers’ most important priorities.’’4
We recommend that you spend some exploration time examining the potential for new growth that comes from changing elements of your current business model. Companies that recognize
their need to change or feel that the creation of new businesses is
one of their core competences are often those who first explore
business model innovation.
Setting Up New Activities

It is likely that your company has spent some time exploring customers, markets, and business models in the past, such as interviews or focus groups with your customers. In the Staging Phase,
we mentioned that it is valuable to review old research to provide
everyone on the team with an understanding of today’s core business. However, do not use any previous work for the Exploring
Phase. The reason is that the previous work was probably done to
provide information for a specific reason, usually to support some
aspect of the current business. For example, you may have used
previous focus groups with current customers to test their reaction
to a new line extension or new promotional materials. Chances are
good that you talked to the types of customers you usually talk
to and asked them some standard questions in order to get that
information. This process was helpful for the core business at that
time but it won’t help you identify new business opportunities. The
goal of strategy innovation on the frontier is to discover new ways
of doing business. You cannot ask the same people the same questions and expect to learn something new. Instead, the Discovery
team should concentrate their efforts on setting up new activities
designed specifically for this initiative. Create new and unique
events where you ask different questions of the same people, the
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same questions of different
Process Tip:
people, or different questions
of different people.
To see things differently, you
The Discovery team should
need to do things differconsider less conventional
ently.
ways of doing their exploraThere are probably very
tions in the Discovery Procgood reasons why you take
ess. If the normal process for
the same route to commute
interacting with your customto work every day. However,
ers is to watch a discussion
if you ever get tired of the
from the other side of a onesame old scenery, you won’t
way mirror in a focus group
be satisfied until you change
facility, consider meeting with
your route. Looking for new
customers on their turf—in
business opportunities in the
their homes or in their ofsame places you have always
fices. Or ‘‘immerse’’ yourself
found them will produce the
in their lives—follow them
same types of opportunities
around for a day or night, to
you have always found. To
learn about their lifestyle,
innovate, look elsewhere. Try
their needs, and the factors
different approaches.
that influence them. By approaching them in different
ways and/or asking them different questions, you’ll gain new insights that could lead to exciting new business opportunities.
There are many marketing research and consulting companies
that offer unique ways of exploring customers and the marketplace
in search of insights for new business opportunities. The appropriateness of a technique will depend on the industry in which you
work as well as the quality and experience of the company offering
the technique. Searching books, journals, and Internet sites, as well
as networking with colleagues, are the best ways to identify these
exploratory techniques.
As an additional corporate benefit, this ‘‘fresh’’ look at customers, markets, and business models causes organizations to have new
perspectives on their existing customers, markets, and business
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models. As a consequence of the Discovery Process, there is an infusion of ‘‘fresh thinking’’ into an enterprise for current, as well as
future, growth. This is often a catalyst to an increased vitality felt
throughout the organization and confidence about its prospects for
the future. We have observed this even in organizations that specialize in visionary or innovation services. Become too static, and your
products and your organization become ‘‘stale.’’ Instead, challenge
yourself to see new things in new ways, and the whole organization
benefits from an infusion of fresh perspective.
The Goal: Identify Insights to the Creation of Value

Regardless of which activities the Discovery team uses in the Exploring Phase, the goal for all activities is to identify anything that
could create or enhance value. In the customer value vector, it is
learning what customers value, what is important to them and
could cause them to take action. In the market dynamics vector, it
is learning how the market will likely evolve and what technologies,
market shifts, or emerging environments will create needs that will
have value to those who are prepared for it. In the business model
innovations vector, it is learning how new ways of configuring your
business model can create greater value for both you and your customers (see Figure 8-4).
The identification of current, underlying, or emerging value is a
good way to state the goal of the Exploring Phase. However, people
do not usually talk directly about what has value to them or what
would create value in the marketplace. When people behave or act
Vector

Focus

1. Customer Value

Customer Needs

2. Market Dynamics

Emerging Marketplace (foresight)

3. Business Model Innovation

Company Structure/Processes

Figure 8-4. Discovery Process exploration vectors.
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in a certain way, they are often not aware of the values that cause
them to act—they just act. And when you ask them why, sometimes
they cannot articulate why. Therefore, it is often the goal of the
Discovery team in these explorations to identify ‘‘hidden value.’’
The Discovery team must become ‘‘detectives’’ to find evidence or
clues in what they hear and see that could point to a cache of hidden value.
The Discovery team must focus on generating a large quantity of
‘‘insights’’ during the Exploring Phase. Insights are any new understandings about customers, market dynamics, or business models
that could reflect some hidden value. When team members learn
something new that could have some value potential, they should
write it down as a new insight gained. It is not important that team
members clearly know what that value potential is, how it could be
delivered, or whether it would be worth pursuing. At the time they
hear it, they should capture it as something that is new and different
and has the potential for some value.
Team members should fight the urge to derive implications and
conclusions from the insights gained. In their book Radical Innovation, authors Richard Leifer and colleagues speak to this issue:
Ideas evolve, and they don’t always evolve in predictable
ways. Psychologists call the activities associated with idea
development ‘‘loose associative thinking’’ processes. Associative logic is not sequential. It’s jumpy. For a time, the
maintenance of uncertainty is important. Closure is a
killer, it strangles associative thinking in favor of arriving
at ‘‘an answer.’’ Early in the process, leveraging uncertainty, riding it, and valuing it are critical to developing
robust ideas.5

The goal of the Exploring Phase is to generate a very long list of
insights. Generating a large quantity of insights will result in more
high quality insights, which are more likely to inspire innovative
ideas.
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Selecting the
Exploration Activities

Process Tip:
Savor the insights you find

For each frontier being explored, your Discovery team
will want to consider creating
one or more activities in each
of the three exploration vectors as a way to gain new
insights. Setting up a worksheet, such as the one depicted in Figure 8-5, will help
start the planning of the exploration activities.
This section is designed to
share some of the techniques
we have used with teams in
previous initiatives. See Figure 8-6 for an overview of
those techniques. It is by no
means a complete listing of
what is possible to do in the
search for new insights! However, it may suggest ways in
which your team can create
its own exploration activities
that fit your industry.

and fight the urge to jump to
product conclusions.
On hearing a customer express a need, just note the
need they have. That is the
insight. We all have a mental
tendency to jump immediately to what product might
fulfill that need, how large
the market might be for that
product, and whether our
company would be interested in that market. All of
that thinking happens within
milliseconds, resulting in an
unjustified judgment concerning the value of that
insight. Fight the urge to
assume, assess, and conclude—just focus on the insight. A month from now
you might find a unique way
to address that need.

Exploration Vectors
Customer
Value

Market
Dynamics

Business Model
Innovation

Strategic Frontier A
Strategic Frontier B
Figure 8-5. Exploration activities worksheet.
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Exploratory Vectors
Customer
Value
Interactions ValueProbes
Specialists

Market
Dynamics

Business Model
Innovation

Thought leader
panels

Benchmark calls
Thought leader
panels

Immersions Safaris
Experiments
Benchmark visits
Lifestyle experiences Conferences
Stake-outs
Guided journeys
Figure 8-6. Examples of Exploring Phase activities.
Interactions and Immersions

For each of the exploratory vectors, divide the exploratory activities
into interactions and immersions. Think of interactions as ‘‘events’’
that are set up for the exchange of information. Any type of interview or meeting would be an interaction. If the Discovery team sets
up group discussions with customers, interviews with marketplace
experts, or telephone discussions with people in other companies
to discuss their business model, think of them as interacting with
others. Interactions are fairly standard means of gathering information and are very appropriate for this Exploring Phase. Interactions
can be creatively tailored to produce either routine, baseline information in an unfamiliar area or advanced knowledge in a familiar
one, determined by the Discovery team’s needs in the Exploring
Phase.
Another method of gathering insights to the exploratory vectors
is for team members to ‘‘immerse’’ themselves in an environment
of interest. Immersions allow the Discovery team to make observations in the various challenge areas, which can reveal insights or
information that customers would not mention in a typical interaction. Instead of setting up a meeting with customers, an immersion
might consist of spending a day with a customer, observing the
customer in his/her own environment. In such a customer immersion, for example, team members might notice that the customer is
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working in a crowded office situation. Your company’s product is
seen buried under stacks of paper and is not easily accessible to the
customer. This observation could lead to a redesign of your product
line to minimize the product’s ‘‘footprint,’’ or perhaps introduce
wireless remote access so that the product can be used more easily
even when hidden behind stacks of paper. These are things that
customers might not think to mention in a typical customer interaction (such as interviews or focus groups) but that can be identified in a customer immersion.

Customer Value Vector Activities
There will be a tendency on the part of the Discovery team to consider the current customers to be the customers of the future. This
is one of the underlying assumptions of businesses that have been
following a strategy of incremental improvements every year. It
makes up part of the ‘‘corporate gravity’’ described earlier in this
chapter.
Who Is the Customer of the Future?

Strategy innovation invites teams to question who the customer of
the future is. Current customers remain an option but so are others.
Perhaps there is an opportunity to sell your product to an underserved population, such as college students or customers in other
countries. Perhaps there is an opportunity to turn nonusers of a
product into users. Perhaps there is an opportunity to grow a small,
niche market at the periphery of the business into a larger, more
mainstream market. Spend time thinking about who on your strategic frontier represents a potential customer and be sure to include
them in this Exploring Phase.
Unarticulated Needs: The Holy Grail of Consumer Value

It seems as if it should be an easy process to identify new business
opportunities. Just go to customers, ask them what they want, and
give them what they ask for. There are some industries where this
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approach can still be effective. Talking to customers will almost always yield important information that can be used to help enhance
a company’s business in some way.
However, customer interactions frequently lead to changes that
are more incremental in nature, not innovative. The reason for this
is that customers have a relatively narrow frame of reference, based
primarily on what they have experienced in the past. They can usually tell you what they like and do not like about your current
product and how that compares to other products they have experienced. They will tell you they want the buttons on your product to
be a little larger and easier to push. This will lead to some incremental product improvements for your next ‘‘new and improved
model’’ but will usually not lead you to the new business platform
that will drive company growth in the future. Terry Tallis, a former
business manager with H-P, makes a similar point using the example of a Siberian ditch digger. If you talk to the ditch digger and ask
him what products can improve his work, he will not likely mention a heavy-duty, diesel-powered, hydraulic-lift backhoe—because
all he has ever known is a shovel.
Most customers are also more reactive than proactive. Show
them a new product you have designed and they will react to it,
giving you helpful feedback. However, they are unable to speculate
on what innovative new products or services will better suit their
needs than today’s products. There is a tendency for people to want
to ask customers to describe their ‘‘ideal’’ product. Again, that is a
speculative exercise that might provide some incremental product
improvements but seldom innovations. They will not be able to tell
you, for example, that they want artificial intelligence built into
your product so that it will adjust its performance as it is taken into
different usage environments. You will have to figure that out for
yourself. They will also not be able to tell you what products or
services are missing from their lives, waiting for a company to invent them and make them wildly happy. In short, you cannot rely
on customers to tell you what innovative products or services they
would like to see created that will meet their needs. They will not
design innovative new products for you.
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Because most customers cannot describe the next-generation
products you are looking to develop, the holy grail of the customer
value vector is understanding their ‘‘unarticulated needs.’’ What
product or service would customers find valuable but, because they
are not able to proactively describe it, remains unarticulated in
most customer interviews? It is clear from sales figures over the past
decades that customers have a need for a Sony Walkman, a Dodge
Caravan, or a Starbucks grande latte. However, it is highly unlikely
that, prior to their introductions, customers would have said they
needed a portable stereo, minivan, or espresso with steamed milk.
If companies are able to discern these unarticulated needs of customers, they can create significant new business opportunities.
Because of the importance of unarticulated needs to the creation
of innovative products and services, it is worthwhile considering
what they are and how they might be discerned. An unarticulated
need can be considered something that has value to a customer.
The early purchasers of a Sony Walkman were probably people who
valued listening to good music. Prior to the Walkman, they accepted the fact that good, stereophonic music had to come from
large components that took up a considerable amount of shelf space
in the den. As a result, they planned their quality music experiences
around being stationary in the den, where the stereo was located.
That is the way things were in those days, and music lovers were
satisfied with that arrangement because alternatives did not exist.
They did not know any better; they did not have any idea of what
was becoming possible with electronics. However, there was also
something else that these customers valued—being mobile. If you
had a traditional focus group on stereo music back in those days,
chances are that customers would not have thought to mention
their interest in going places and being mobile in their lives. After
all, this was a focus group on stereo music, which had nothing to
do with mobility in their lives. Therefore, the need for mobility
would have remained unarticulated in that research venue. Had it
been revealed in a discussion session, observers would have noted
that the value of good music was in conflict with another value of
customers, that of being mobile. This insight would have identified
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a conflict, which, if addressed, would have created greater value for
the customer. Addressing this unarticulated need for mobility while
listening to quality music created a new industry of the portable
stereo (see Figure 8-7).
Value of
good music

Value of
mobility

Unarticulated need
for portable stereo

Figure 8-7. Unarticulated needs.

To identify unarticulated needs of customers, it is important to
pursue an understanding of what they value. This pursuit of value
must not be limited to current products or markets, as people tend
to accept products and markets as they are, not speculate on how
they can be. Finding new ways to explore customer values should
be the focus of your exploratory efforts with customers.
Large-scale quantitative surveys of customers will not produce
valuable insights into unarticulated customer needs. A survey is designed to get everyone to answer the same questions into precategorized answers, with little or no flexibility of responses allowed. It is
often the exceptions to the questions or the subtle nuances of responses that can contain new insights that are so valuable for new
business development. Quantitative surveys will not provide these
new insights, but they do play an important role in the Creating
and Mapping Phases, when metrics are required to evaluate the
market opportunities and plan their implementation. The search
for customer insights in the Exploring Phase should be personal,
face-to-face encounters with customers.
Customer Value Vector: Interactions

The Discovery team should consider staging interactions with customers. The forms the interactions take can be traditional forms,
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perhaps one-on-one interviews, or group interviews, such as found
in a focus group format. However, if you want to find new insights
into customer needs and values, make sure that the line of questioning in those interactions is very nontraditional. Rather than just
asking customers to react to current products and services in a market, extend the scope of the discussion to include an exploration of
what they value. For example, if your business consists of selling
widgets to small companies, don’t spend time discussing only the
widget market, the widget pricing, and widget delivery times. Also
explore that customer’s current business environment, how it is
changing over time, and what they hope to do about it. Learning
about the customer’s customers, recent horror stories they have experienced, company priorities, and aspirations for the future all
provide a valuable understanding of the context in which widget
decisions are made. This broader line of questioning provides insights into what that customer values, helping you to see how you
might redefine your widget business to provide greater value to
your customers than it does now. That is the ultimate goal of the
Discovery team—to redefine your business to provide the customer
with greater value than you are now.
ValueProbes

One type of customer interaction we call ValueProbes (see Figure
8-8). They are discussion sessions aimed at exploring customer perception of what is valuable to them, to help them to articulate some
of their unarticulated needs. By using a less traditional line of questioning or special, creative techniques, customers will articulate
some of their previously unarticulated needs or opinions they
might be reticent to express in a traditional interview setting. The
key is to ask a different set of questions or use different techniques—not straight Q&A. There are many different techniques
that can be used to foster these discussions, such as projective techniques, storytelling, role-playing, and photo-taking. When asked to
express themselves in different ways from what they are used to
doing, customers will sometimes reveal information that would
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Figure 8-8. Exploring Phase activities: Customer value interactions.

otherwise remain unconsidered and unspoken in the standard interview format.
In our work in the customer value vector, we have successfully
used a technique of drawing combined with metaphors. For example, we have asked business customers to draw their company as a
vehicle of some type, noting its important features that cause it to
be better or worse than the ‘‘vehicles’’ of its competitors. We have
seen organizations identify significant competitive weaknesses or
threats, new target markets, the importance of new technologies, or
ways to take advantage of a discontinuity using this indirect, creative technique. In any situation it can be helpful to know what,
metaphorically, is an organization’s steering wheel, its accelerator,
its brakes, its power source, or its hood ornament. What is the
road ahead like—a washboard surface of a dirt road or the smoothbanked turns of an autobahn? Are there any obstacles in the road?
What is the weather like and what might it be like in the future?
We have seen organizations, using this technique, depict themselves
as Ferraris and, in one instance, a ‘‘parked Model T.’’ How do you
think today’s customers would describe your organization using
this vehicle metaphor? How would you like them to describe your
company in the future? These nontraditional questioning techniques cause participants to think in new ways, often revealing new
insights and values/needs that had previously been unarticulated.
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Another tip for the identification of ‘‘hidden value’’ with customers is to zero in on the emotions that accompany their words. If
you think about it, our emotions often reflect some underlying
value that we have. If I am angry or frustrated when I describe using
your product, it is probably because I value something different
from what you are providing. If I am effusive in my praise of your
product, it is because you have exceeded my expectations and delivered more value to me than others have ever done. If my emotions
result from the difference between what I have and what I want,
then they reflect what I value. Therefore, if you want to learn what
is important to me, follow the trail of my emotions. Listen for my
expressions of joy, anger, surprise, fear, excitement, and disappointment. Underneath may be a value that I have not articulated
before.
One example of an exercise we have successfully used to identify
emotions is to have customers draw their ‘‘emotional EKG’’ during
a certain activity. For example, if your business is a restaurant, ask
customers to reflect on a recent experience in your restaurant on a
moment-by-moment basis. Have customers start from the moment
they decided to go to the restaurant and continue to the moment
they arrived back home again. Thinking about the emotional highs
and lows of that experience, ask customers to represent those feelings as if they were generating a readout of their EKG. Then ask
them to describe the output. What was your feeling when you decided to go to the restaurant? What caused the blip up when you
first entered the front door? Why did your emotions dive when you
were seated? The re-creation of this experience, using the emotional
EKG metaphor, is a good way for customers to express their opinions and underlying values (see Figure 8-9).
Traditional focus groups spend a significant amount of time discussing products with customers, probing how they are used, likes
and dislikes, and possible improvements. In a ValueProbe discussion, consider exploring the environment in which a product is used
rather than the product itself. For example, let’s say you sold sewing
machines. Instead of asking customers about their sewing ma-
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Figure 8-9. Emotional EKG: Restaurant visit.

chines, ask them about the act of sewing and the environment in
which they do their sewing. Why do they sew? What role does sewing play in their lives? What are the ‘‘rewards’’ they get for sewing?
When they think about sewing, what comes to mind? Where and
when do they do most of their sewing? Where and when would
they prefer to do their sewing? What do they aspire to sew some
day? What is frustrating about the sewing process? What do they
currently have to give up or sacrifice in order to sew? What are the
most thrilling or magical moments in sewing? What would they put
into their Sewing Hall of Fame? Questions like these help reveal the
emotions and underlying values that surround the use of a product.
That is the value to be gained by talking to customers, because they
are the only ones who can talk about those values. Don’t ask them
to design a new sewing machine for you. But find out what problems, frustrations, or unfulfilled wishes they have, and then design
the product or service that meets those needs and delivers them
value. It is up to the Discovery team to connect the insights gained
from customers to product or service features that will provide a
new benefit or value.
Specialists

A second interactive approach in the customer value vector is the
use of specialists. Instead of conducting these discussions yourself
or with a trained facilitator, hire a specialist trained in a particular
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discipline to run them. A good psychologist or behaviorist leading
these discussions, for example, can provide interesting new insights
into how customers perceive a situation, why they act, or where
and how they find value. In some work we did for a suitcase manufacturer, a psychologist revealed a series of customer needs around
anxieties that customers encountered while traveling. With innovative products designed to allay these anxieties, customers perceived
greater value in them.
The Periscope team from Moen successfully used a specialist interaction in their Exploring Phase. As described in Chapter 5, they
had an anthropologist visit a number of people in their homes and
observe the ways in which water was used and how it was valued
by people. The anthropologist explored various uses of water in the
home and some of the underlying symbolism and meaning of these
acts. According to Dan Buchner, ‘‘What came out was fascinating.
It opened people’s minds and helped spotlight some myths we believed in terms of water use. We found that people really didn’t care
about things we thought they cared about.’’
Customer interactions can provide new insights to the perception of value if the questioning process employs new approaches or
techniques. The techniques should be aimed at exploring customer
value in new ways, attempting to get them to articulate what otherwise, using more conventional techniques, would probably remain
unarticulated.
Customer Value Vector: Immersions

Whereas customer interactions typically rely on discussions with
customers, immersions rely more on observations of customers. Immersions become a critically important component of the Discovery Process when the Discovery team agrees that innovative new
business opportunities will likely be based on customers’ unarticulated needs. Observations do not attempt to get customers to articulate their unarticulated needs. By entering the environment of
your customers, you will see the context in which customers make
their decisions and exercise their values. You walk in their shoes,
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see with their eyes. With these observations, you can better understand their needs and what could comprise value to them in new
products and services (see Figure 8-10).
Maureen Wenmoth, director of marketing services at Moen, described how the Periscope project helped them focus more on observational research. ‘‘Now, when people come to me saying they
want to do focus groups, we tell them we don’t do that anymore.’’
Instead, Moen sets up ‘‘real life laboratories where we can understand how people live and what they do.’’ Video cameras set up in
the homes of customers provide digital observations of people
using Moen products in real-life, at-home situations. These tapes
are then coded for the activities portrayed on the tape, such as
hand-washing, use of the sink sprayer, or double-showering. When
a team at Moen begins the development of a new product, they
have instant access to videos of in-home use situations, which provides actual customer usage information that can help drive the
creation of new and innovative product designs.
Safaris

The growing field of observational research is sometimes referred
to as ‘‘ethnography,’’ a term first used to describe a research
method in the field of cultural anthropology. It refers to observing
subjects in their own environments and attempting to understand
Exploratory Vectors
Customer
Value

Market
Dynamics

Business Model
Innovation

Interactions

Immersions Safaris
Lifestyle experiences
Stake-outs
Figure 8-10. Exploring Phase activities: Customer value immersions.

.......................... 10127$

$CH8

06-16-03 13:08:12

PS

A G     I      

164

their perceptual frameworks in order to understand their behavior.
In its most basic form, the Discovery team could arrange to do
ethnographic research via customer visits. Customer visits, which
we often call ‘‘safaris,’’ provide a more intimate understanding of
customers than focus groups or interviews because they reveal insights of both the customers and their environments. Safaris also
eliminate other problems typically encountered in traditional focus
group discussions, such as customers forgetting (or overlooking)
things or being embarrassed to mention something with other customers in the room.
When you sell to consumer households, it means setting up safaris to the homes of your customers. There are many market research companies that can set those visits up for you. Plan ahead
what you hope to observe in these visits. Watch carefully how customers use (or misuse) your product. Note where it is stored. See
what other products they are using in conjunction with yours.
What can you learn about your customers from observing where
and how they live? Can you get an idea of what is important to
them? Can you determine what they value? As Yogi Berra is purported to have said, ‘‘You can observe a lot just by watching.’’
If your product is sold to other businesses, the Discovery team
should arrange to visit customers in those business locations. Ask
for a tour to see how your products are being used. Similar to home
visits, note where the products in a business setting are being used,
how they are stored, how they are tracked, when and how they are
reordered. Also note the operating environment, the context in
which the product is used. What is the space like? How many people are sharing the product? Have they made any adjustments to
the product to make it work or fit better? Are your competitors’
products there also? Are other products combined with yours to
enhance performance?
When doing customer safaris, be sure to ask about things you
find unusual or intriguing. It is like the story of the woman who
cut the end off a pot roast before cooking it. When asked why she
did it, she said that was the way her mother and grandmother before her had always cooked pot roast. A check with her grand-

.......................... 10127$

$CH8

06-16-03 13:08:12

PS

T  D   P     : E P    

165

mother revealed that she cut the end off because the cooking pan
she had when she first got married was too small to hold an entire
pot roast. In spite of changing conditions, some behaviors stay the
same. Therefore, it is important to find out what drives behavior—a
need, a perception, or a merely a habit carried over from the past.
Lifestyle Experiences

A second type of customer immersion is a lifestyle experience.
Rather than visit the customer in one specific environment, observers ‘‘live’’ with their customers over the course of a day (or more).
Go where they go, do what they do. Understand their world, what
drives them, how they make decisions, what they value, how they
are influenced. Ford Motor Company executives and designers visited malls, nightclubs, and other hangouts of young adults to understand their lifestyles and their needs in the design of their Focus
model. Harley Davidson executives take to the road each summer
to attend motorcycle rallies and spend time listening to their customers in their world.
Stake-Outs

A third type of immersion experience that the Discovery team
should consider is what we refer to as ‘‘stake-outs.’’ According to
the strategic frontier you are exploring, identify where you can observe people using, considering, or buying products of interest to
you. If your product is sold at retail, consider a stake-out in the
store. Hang out in the store aisle and watch as people make their
purchase decisions. Or, there are companies that will set up cameras in cooperating stores so that you can videotape this purchasedecision activity over a longer period of time. Better yet, see if you
can work in a store for a week to gain a greater understanding of
your customers and their shopping experiences.
Another stake-out option is to spend time observing your product being used in a public setting. For example, executives from a
Honda U.S. design team spent time in the parking lot of Disneyland
watching families there unload and load their vehicles. After watch-
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ing people lift heavy cargo into the trunks of their cars, Honda
redesigned their trunk so that it was lower and easier to load.6
A relatively new way to ‘‘observe’’ customer behavior is a stakeout via the Internet. People interact on the Internet, share opinions,
and express their values there. You can have each member of the
Discovery team log on to bulletin boards or take part in online
chats. What is the focus of the discussions that you hear? Do people
online have different perspectives about your product category?
What can you learn from their complaints? We recently ran across a
company that has developed software to monitor discussions about
various product categories in chatrooms and bulletin boards on the
Internet. The software will categorize the nature of those discussions and provide insights to trends, questions, and problems that
are being discussed.
Customer immersion experiences will provide more of a ‘‘reallife’’ understanding of customers than interactive experiences will
typically provide. However, the immersions tend to be more complex and time-consuming to implement than more standard interactions. The Discovery team must decide what mix of interactions
and immersions with customers are likely to reveal the types of
insights that will drive the creation of new business opportunities
on your strategic frontiers.

Market Dynamics Vector Activities
The future cannot be predicted with a high degree of accuracy.
There are always unforeseen forces that create ‘‘discontinuities’’ in
the marketplace, causing current trends to accelerate or decelerate
from expectations. However, there is tremendous value to be
gained by understanding the forces that exist and that are likely to
have an impact on the market.
In Search of Foresight

Bob Galvin, former CEO of Motorola, tells of learning the importance of anticipating the market from his father, the company’s
founder. ‘‘In the late 1930s, my father went to Germany and could
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tell that at some point we would be going to war. You didn’t have
to be a genius to see that something was going to happen. We knew
something was going to happen, and we did something about it.’’
What they did was develop some wireless technologies for the
Army’s Signal Corps. Even though the Army did not purchase their
product initially, it gave Motorola a technology they would apply
in World War II and quite profitably in future years. Galvin added,
‘‘A lot of the future is observable or guessable, but will anybody do
anything about it? It takes the application of resources to make it
happen—that is strategy.’’
Moen was also interested in market foresight. Tim O’Brien, vice
president of technical innovation at Moen, explained that the Periscope team in their Exploring Phase was interested in determining
which forces were likely to have the greatest impact on their market
as it evolved to the future. Also of interest were the possible discontinuities, as being aware of them would help them in their planning
process. O’Brien noted, ‘‘We need to make our boat watertight in
case of future storms or hurricanes, even though we can’t predict
when they will actually happen.’’ Recall that one of the potential
dislocations identified by Moen in their Exploring Phase work
(back in 1995) was the possibility of terrorists poisoning municipal
water supplies. That predicted possibility has taken on new importance in the past few years.
Another company that has embraced the power of foresight in
the creation of strategy is 3M. In the mid-1990s, they created the
company’s first corporate foresight division. In a recent interview
with William Coyne, former senior vice president of R&D at 3M,
he said, ‘‘We now have three people to do corporate foresight—not
looking at today but just focused on the future and trends in technology, consumers, and geography. They then look at the business
plans and find the disconnects with the future.’’
By market foresight, we mean gaining a better understanding of
the emerging marketplace, your market of the future. What factors
will likely drive its growth? How could technology change the dynamics of the market? How might globalization represent both an
opportunity and a threat to your company’s future? What impact
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will demographics have on usage and purchasing patterns? What
new scientific discoveries are on the horizon? To make future plans
without understanding the potential context of the emerging market is a risk to a company’s financial health, and perhaps its survival.
Market Dynamics Vector: Interactions

Of all the market foresight work we have done for clients over the
years, none has been more effective than a market interaction process we call thought leader panels (TLP).
Thought Leader Panels

These two-to-three-day meetings provide a very rich understanding
of the evolving marketplace from a panel of ‘‘experts’’ recruited
from a variety of different disciplines. The variety of their future
views and the reconciling of their differences create among observers a shared understanding and appreciation of future forces and
possible discontinuities. What emerges from this exercise is a proprietary view of the future that is shared by all in attendance, typically the Discovery team, the Extended Discovery team, and other
senior management executives (see Figure 8-11).
In the case of Moen as outlined in Chapter 5, the Periscope team
Exploratory Vectors
Customer
Value
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Figure 8-11. Exploring Phase activities: Market dynamics interactions.
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conducted two thought leader panels as part of their Exploring
Phase. As Dan Buchner recalled:
The thought leader panels worked well. We did two of
them—one a high-level group and one more focused on
implementation issues. We really needed the high-level
view, the context in which we existed. We were a very tactically oriented company, and some people thought they
would ‘‘put up with’’ the first (higher-level) panel in order
to get to the more tactical one. However, we learned a lot
from the first panel that caused us to change some of our
thinking.

One of the important discoveries in this first panel was an understanding that the faucet business was undergoing a fundamental
change in the 1990s, requiring Moen to reconsider its overall strategy. Buchner explained, ‘‘The thought leader panel allowed an open
dialogue to take place around this issue. We explored the changes
going on and discussed the myths that existed in our company with
people who were outside our company. We agreed that these
thought leaders were experts in the field so we had to listen to them.
It allowed people to ask the hard questions and then believe what
they heard. It wasn’t about politics anymore, it was about a group
making decisions together.’’
To conduct a thought leader panel, it is important that the Discovery team first identify the topics from the strategic frontier they
feel are important to explore and understand in more detail. Topics
usually consist of those areas that might have an impact on the
development of future markets on the strategic frontier. Although
every panel will differ, based on the issues within each industry,
some common industry-wide topics frequently emerge, including
technology, demographics, environmentalism, globalization, government regulation, retailing trends, and materials science. Panel
topics can also focus on company issues related to the future, including marketing strategies, infrastructure expansion, technology
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development, retail channels, and human resource development.
An ideal number of topics for a TLP would be five or six.
Once those topics have been identified, the next step is to recruit
‘‘experts’’ to represent each topic. Often, members of the Discovery
team have some idea of who might be a good candidate to speak to
the future of that topic. If not, searching books, periodicals, the
Internet, and networking are the best ways to identify candidates.
Telephone discussions with the candidates will reveal their qualifications and interest in participating. Other thought leaders could
include demographers, magazine writers/editors, newsletter publishers, general futurists, representatives from similar companies in
different industries, people who formerly held key positions, academics, authors, corporate leaders, psychologists, cultural anthropologists, Wall Street analysts, and government officials.
Don’t be afraid to invite a ‘‘wild card’’ expert to your panel. A
wild card expert is someone who has a perspective or skill set that
is only indirectly related to your business but could help stimulate
ideas. We have used a science fiction writer to help think about
future scenarios, a database developer to help conceive of new market segmentation approaches, and an artist to help make intangible
ideas visible. Another approach to consider is to invite someone
who has ‘‘learned from experience.’’ In one thought leader panel, a
representative from a major company that had recently gone bankrupt provided very valuable insights into what a company should
not do.
Experts from within your own industry should be used with extreme caution. They frequently work under the same assumptions
and business model constraints as you do, restricting their abilities
to conceive of new and innovative ways to create value in that industry. If you must include an industry expert, invite one who is
focused on the future, has a good ‘‘big picture’’ perspective, or understands a part of the business that you do not.
Thought leaders should be asked to play the role of ‘‘provocateur’’ in the TLPs, not a consultant role. A consultant will sift
through the possibilities of the future and, based on an understanding of the company’s needs, offer the most appropriate ‘‘answer’’
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for a client. Thought leader
Process Tip:
panels are different. They
focus more on creating the
No expert can adequately
long list of possibilities for
define a proprietary future
the future, not just a few anfor your company.
swers that someone else feels
Your company is a unique
is most appropriate for your
blend of people, processes,
company. In the language of
culture, and spirit. No matter
the creative process, it is a
how knowledgeable they
‘‘divergent’’ exercise aimed at
are, thought leaders or anyexploring lots of options and
one else outside your compossibilities. Toward the end
pany should not determine
of the panel, the Discovery
the future of your organizateam and Extended Discovery
tion. Gather all the best inteam will work to synthesize
sights you can from others
the list and identify the probut be sure that your future
prietary future that is most
has been created by people
attractive to the company.
inside your company. This
The thought leaders are
makes it a proprietary fuasked to share their views of
ture, one owned by your
the evolving future in their
company because it reflects
areas of expertise, highlightyour interests, skills, values,
ing important trends and disand vision.
continuities that are possible.
Subsequent interactions between the thought leaders usually reveal a deeper level of understanding about the future and the interaction of forces that could
create it. Then sharing specific company issues with the thought
leaders provides an opportunity for both thought leaders and company participants to imagine a future customized to the interests of
the company. It is then up to the members of the Discovery team
and the Extended Discovery team to craft a proprietary company
future from the combined input and interactions of all of the
thought leaders in the panel.
The proprietary future that emerges from a market interaction
such as a thought leader panel is a powerful means to gain manage-
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ment alignment around the future. The outside expertise of the
thought leaders provides a credible, objective, external view of the
topics of interest on the strategic frontier. Attendees learn and react
together to future possibilities, creating a common framework for
internal strategic discussions. Bob LaPerle, a former director of
business planning in the photographic products group at Kodak,
observed, ‘‘The team members sitting with the experts and writing
scenarios was very interesting and helpful to us. We had never done
detailed scenarios before. They were plausible and had enough substance for new product generation. It was definitely a landmark
event for the company.’’
At Moen, management decisions on the development of new
products in the early 1990s were frequently based on personal opinions and available resources in the necessary departments. The
thought leader panel’s work with the Periscope project revealed a
future where ‘‘water filtration’’ would be an important strategic
frontier for Moen to consider. After that TLP, management decisions on new products shifted to this common framework. Said
Tim O’Brien, ‘‘After Periscope, there was agreement on the trends
so we needed to make decisions on products that were consistent
with the trends. No longer could you put projects on the back
burner for no good reason. If you wanted to cancel a product, you
had to argue why that view of the future was no longer something
worth believing in. The future became an arbiter and guide for our
decisions.’’
Market Dynamics Vector: Immersions

Understanding the marketplace and its possible evolution can also
be done with an immersion exercise. These immersions can take the
form of ‘‘experiments’’ in the market, which are then monitored for
their impact (see Figure 8-12).
Experiments

Immersion into a marketplace to understand its dynamics is more
complex than many of the other processes outlined in this section.

.......................... 10127$

$CH8

06-16-03 13:08:13

PS

T  D   P     : E P    

173

Exploratory Vectors
Customer
Value

Market
Dynamics

Business Model
Innovation

Interactions

Immersions

Experiments
Conferences
Guided journeys

Figure 8-12. Exploring Phase activities: Market dynamics immersions.

The Discovery team needs to spend time at those places where the
market is in action. For companies whose products are sold at retail, it may mean setting up your own retail experiment. If you are
in the apparel industry, purchase or set up your own clothing store.
Then experiment with leading-edge programs: new products, new
methods of merchandising, new technology, new store layouts, and
new marketing programs. Staff the store with people who are very
customer-friendly and learn as much as you can about customers
and their needs (customer immersion also). What you can learn
from this experiment are valuable insights as to what the future
may hold for that industry.
There are prototype stores in Japan called antenna shops that
serve a similar experimental immersion function. Companies that
manufacture products will open antenna shops to show prototypes
of new, innovative products currently in development. Product design and marketing personnel interact with customers and learn
their reactions to the prototypes before they go into production.
Antenna shops provide customer insights on product innovations
in the marketplace.
Conferences

Another immersion method to generate market foresight would be
for the Discovery team to attend a variety of conferences on the
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topics of interest. If the conference has a future orientation to it,
attendees can learn how that topic might evolve over time, key factors in that evolution, and the organizations that will play critical
roles in that future.
Conferences require less of a cost and time commitment for the
Discovery team than other methods of market foresight. However,
the insights gained from conference attendance are generally fewer
and less customized than the other methods mentioned here.
Guided Journeys

Guided journeys are useful when a Discovery team desires fast
learning in a focused area of potential opportunity. The technique
requires defining the area of opportunity as tightly as possible. Then
a ‘‘guide,’’ from inside or outside the company, is recruited to design and lead an immersion experience whereby the Discovery team
experiences the key current problems, challenges, and forces that
are likely to influence how the future of that area might unfold. On
the basis of this experience, the team then speculates on what the
emerging opportunities might be in that area. The experience can
then be debriefed in the presence of ‘‘experts’’ who can affirm or
challenge the learnings and insights.
One European company was interested in exploring the U.S.
market for home security. Their team decided on a guided journey
to gather market insights and spent a day touring residences in New
York City. In the morning the team was led by a ‘‘beat cop’’ from
Times Square, who directed them through the different boroughs
of the city. From the Upper East Side to Harlem, the Discovery
team saw examples of how New York City homeowners were at risk
and, from a policeman’s perspective, the simple steps that might be
taken to reduce that risk. The afternoon was spent at New York
City Police Headquarters, hearing firsthand from some of the department leaders what they considered to be the current and
emerging threats to residents of the ‘‘Big Apple.’’
The Discovery team spent the next half-day debriefing its new
learnings, surprises, and insights from their Guided Journey. They
then used these insights as catalysts to generate innovative new op-
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portunities for the home security market. The Discovery team then
went on to explore several other frontiers in a similar fashion.

Business Model Innovation Vector Activities
The third exploratory vector for the Discovery team to consider
including in the Exploring Phase is business model innovations. As
mentioned previously, there are many examples in the business
press about companies that have identified innovative new ways
to conduct business in an established market. For example, Dell
Computer pioneered a new business model in the established category of personal computers, serving as an example of the power of
strategy innovation at the business model level. Instead of producing a line of computers for sale in a retail store, Michael Dell chose
to offer custom-designed computers via the Internet. He then configured the rest of his business model to minimize the supply of
parts on hand, the turnaround time for delivery, and the need for
customer service. The result was an extremely efficient business
model that produced handsome profits for many years.
Thinking About Remodeling

If you were an entrepreneur just entering your marketplace now,
how would you structure your business to create greater value for
customers and for your company? Which functions or business
structures have you carried over from doing business in the past
that are now draining cash from your bottom line and could be
eliminated? Would customers respond to a new product configuration or sales process if it meant greater value for them?
Strategy innovation at the business model level can be scary for
organizations because it implies changes to the organization, where
change implies risk. As a result, it is usually only considered as a
strategy of last resort. However, if there is value to be gained by an
organization through the creation of a new business model, market
dynamics suggest that it will eventually happen. Our capitalist system and the efficiency of financial markets dictate that unrealized
value will eventually be realized. Therefore, it is important for com-
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panies to understand what is possible in this area and at least have
a strategy ready for when that entrepreneur finally enters your market with a new way of doing business.
It should be noted here that many of the business opportunities
identified in the other vectors (customer value and market dynamics) will also require some change in the company’s business model.
For example, learning that there is a market for your products in
China will force you to consider the creation of a new element of
your business model—a distribution network in China. It is a rare
situation when a Discovery team identifies a great new business
opportunity that requires no adjustment or change to the current
business model.
The types of business model innovations we are talking about
here are ways to reconfigure the system of functions and processes
that make up your current means of doing business, rather than
ways to increase the efficiency of your current processes. As pointed
out by Harvard strategy professor Michael Porter, operational effectiveness is different from strategy. Operational effectiveness in the
manufacturing area, for example, might mean finding ways to cut
production time or costs. Business model innovation in the manufacturing area might mean asking the question of whether manufacturing should be outsourced completely or determining if there
is some component of the manufacturing process that could be
delegated to customers, such as having them assemble the parts at
home. These innovations might help open up new markets or new
distribution opportunities that would not be feasible under the current business model. Again, strategy innovation is about doing different things to create new value, not doing the same things a little
better than before.
Houses built in previous centuries contained parlors, sitting
rooms, and formal living rooms because those living spaces reflected how people relaxed and entertained in those eras. Does that
floor plan fit the way families of today live? It can be difficult putting the large-screen television with surround sound in a parlor.
Today’s families need larger common rooms, kitchens for enter-
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taining, outdoor living space—a different house design that fits the
changing needs of today’s lifestyles.
Is your current business model a relic from a previous business
era? Are your current systems and departmental structures based
on ‘‘the way we have always done things here’’? Did they evolve
over time based on corporate personalities or is it the best way to
deliver value to your customers? Dare to look at your current business model and ask, ‘‘What if . . .’’
Business Model Innovations Vector: Interactions

For most employees, the company’s business model is invisible.
They accept the processes, structures, and norms that shape their
daily behavior and do not stop to think about whether it is the best
way to achieve the company’s objectives. The first step in considering strategy innovation at the business model level is to make it
visible to the Discovery team. A good way to do that is to understand how other companies do business. Read business publications
on how companies accomplished turnarounds, reengineered their
processes, or cut costs dramatically compared to competition. Find
out who those companies are and learn from them (see Figure 8-13).
Exploratory Vectors
Customer
Value

Market
Dynamics

Interactions

Business Model
Innovation
Benchmark calls
Thought leader
panels

Immersions

Figure 8-13. Exploring Phase activities: Business model innovation
interactions.
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Benchmark Calls

The best way for the Discovery team to start exploring the possibilities of business model innovation is to contact companies that have
done it before. Searching the business press for articles and stories
of business model successes and failures will highlight companies
that have attempted to do something that your team finds intriguing or a possible strategic frontier for your company. Call representatives of those companies and ask to learn more about the
process. What worked and what did not? If they were to do it again,
how would they do it differently? How did they handle the creation
of the new business model so that it did not destroy the value still
being created by the old one? Benchmarking calls like this will provide valuable insights into the attractiveness of business model innovation for your company.
Thought Leader Panels

Another, more powerful process for exploring business model innovation is to convene a thought leader panel (TLP). As discussed
in more detail earlier in this chapter, TLPs consist of ‘‘experts’’ in
a topic of interest attending a two-to-three-day meeting with the
Discovery team and the Extended Discovery team plus senior management. Thought leaders in the business model innovation area
would be representatives of companies that underwent a business
model innovation. They would be asked to share their stories and
what they learned from the creation of a new way of doing business.
The H-P Inkject Business Unit (IJBU) conducted two thought
leader panels in their Exploring Phase that were aimed at building
their business model. In their case, they were not interested in understanding how the market for inkjet printers would evolve, as
they knew it would become a huge business, very quickly. Their
challenge was to determine how to create the right business model
and infrastructure to prepare for that growth and manage it for
long-term success. Their first thought leader panel focused on the
topic of ‘‘high market share.’’ They recruited experts from major
corporations, such as Coca-Cola, Intel, DuPont, and others, to
share their stories of developing and maintaining a high share in
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the marketplace. From this panel, their team created a business vision and strategic plan for managing high market share in the inkjet
printer market.
Shortly after that first thought leader panel, the team arranged
for a second panel. Whereas the first one was aimed at marketplace
activities that the company should undertake, the second had more
of an internal focus. Called the ‘‘hypergrowth’’ panel, it also consisted of experts from major corporations (Cisco Systems, Microsoft, and Conner Peripherals, among others) that had to deal with
the internal management of rapid corporate growth. From this
panel, the team learned how to create systems and process strategies, as well as culture and infrastructure strategies, for handling
rapid growth.
Terry Tallis, business planning manager for H-P, said, ‘‘We were
intrigued with the idea of thought leader panels because they were
so different from how we worked with other experts in the past.’’
He said that the benefit of the thought leaders enabled IJBU to gain
new perspectives, which in turn created a shared view of these new
perspectives that ultimately altered their strategy. It was this new,
shared view that ultimately led to the creation of a consensus strategy. According to Tallis:
For the first time, the core team all had a common base of
understanding. In our staff meetings, we would get information from different groups but it would all be filtered
information. That did not happen with the thought leader
panels, where we all heard everything at once. Thought
leaders would ask insightful, naı̈ve questions that were not
politically motivated, such as, ‘‘Have you thought about it
this way?’’ This was particularly helpful in the breakout
sessions, as it really opened our eyes to new options. Later,
people who attended the panels would recall quotes and
advice from the thought leaders, instead of focusing on
internal battles of who ought to be doing what.

Attendees at a business model thought leader panel will be able
to make an assessment of the opportunities and risks involved with
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business model innovations. As with the market dynamics thought
leader panels, the output of this work is an awareness of the variety
of different ways that business model innovation can be done and
an alignment by the senior management team on how it could work
best within your company.
Business Model Innovation Vector: Immersions

Benchmarking Visits

Understanding business model innovations at a deeper level might
consist of benchmarking innovative companies by visiting their operations (see Figure 8-14). Many companies will agree to provide
tours or visits to other companies interested in benchmarking their
operations. The advantage of an immersion (visit) over an interaction (telephone call) would be the opportunity to observe the operations, rather than just hear about them. As with the immersion
visits with customers described earlier, Discovery team members
should discuss ahead of time what information would be most valuable to obtain in a benchmarking visit. Note anything in the visit
that could help your company understand the implications and implementation issues that might be associated with innovations in
your current business model.
Exploratory Vectors
Customer
Value

Market
Dynamics

Business Model
Innovation

Interactions

Immersions

Benchmark visits

Figure 8-14. Exploring Phase activities: Business model innovation
immersions.
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Discovering Value on the Frontier
The experiences you create in the Exploring Phase will expose your
Discovery team to new ideas, new perspectives, new assumptions,
and new mind-sets. Every one of these new understandings is potentially useful as the basis for the development of a new business
opportunity. The key determination of its usefulness is its ability to
create value for the customer
Process Tip:
and, as a result, value for your
company.
Insights are perishable, so
The Discovery team should
share them in a debriefing
gather and record these new
session while they are fresh.
understandings during its
Immediately following any
exploration of the strategic
Exploring Phase activity, team
frontier. After each interacmembers involved in that action or immersion, conduct a
tivity should plan a formal
debriefing session where team
debriefing process. Create a
members share what they
list of what you learned,
heard, what was new, what
what has value, and what
impressed them, and what
you consider at that point to
surprised them (see Figure 8be possible implications of
15). We refer to all of these as
what you learned. Writing
insights gained from the exdown memorable quotes
ploration. There are no rules
from the activity tends to exabout what is, and what is
tend their shelf life.
not, an insight, so don’t spend
time debating what qualifies
Insight

Implication

Convenience drives the purchase V Make our product more
process.
accessible.
The reward is a child’s smile.

V Test it with children first.

‘‘I often spill it while opening.’’ V Consider a chewable version.
All products are alike.

V Look into co-branding.

Figure 8-15. Debriefing exercise.
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as an insight. If it is new and thought to potentially have value in
the marketplace, record it on a flip chart. Try to identify a long list
of insights from each interaction or immersion—at least twenty
from an individual customer interview, at least fifty from a ValueProbe session, and at least one hundred from a thought leader
panel. These quantities of insights will force the team to listen and
think carefully about all of what they heard and experienced.
As the team will eventually narrow this list of insights at a later
time, it is a good idea to note during the debriefing session any
possible implications for each insight generated. In that way, the
implications will serve as a reminder of the potential value of that
insight when used in the Creating Phase.

Summary
◆

To be able to perceive new opportunities on the strategic frontier, the Discovery team must escape ‘‘corporate gravity’’ through
entrepreneurial and contrarian thinking.

◆

The Strategic Opportunity Spectrum (SOS) is a method of
categorizing the business opportunities you discover on your
strategic frontiers from ‘‘visible’’ opportunities to ‘‘visionary’’
opportunities.

◆

Stretch your thinking to identify visionary opportunities, and
you will identify opportunities all along the Strategic Opportunity Spectrum.

◆

Business is about creating value for someone (a customer) and,
in delivering that value, creating value for yourself. So identifying
new business opportunities should focus on value—what it is
and how it can be delivered or enhanced.

◆

Pathways for exploring for value on the strategic frontier can
be found along three ‘‘vectors’’—the customer value vector, the
market dynamics vector, and the business model innovation
vector.

◆

To gain a fresh perspective and unique insights, the Discovery
team should consider less conventional ways of doing their ex-
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ploration activities in this Exploring Phase. To see things differently, you need to do things differently.
◆

Exploration activities can be categorized as interactions or immersions. Interactions are events set up for the exchange of information while immersions are entering an environment in
order to make observations.

◆

In the customer value vector, the goal is to identify unarticulated
customer needs. To do that, consider interactions such as ValueProbes and specialists, and immersions such as safaris, lifestyle
experiences, and stake-outs.

◆

In the market dynamics vector, there is tremendous value to be
gained by understanding the forces that exist that may have an
impact on future markets. To gain that understanding, consider
interactions such as thought leader panels, and immersions such
as experiments, conferences, and guided journeys.

◆

In the business model innovation vector, there is much to be
learned about how other companies created a unique business
model to capture greater value in the marketplace. To learn how
to do that, consider interactions such as benchmark calls and
thought leader panels, and immersions such as benchmark visits.

◆

Conduct a debriefing session immediately following every exploration activity so that team members can identify and share the
insights gained from that effort.
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Chapter 9

T HE D ISCOVERY P ROCESS
Creating Phase
The purpose of divergent thinking is to define the possibilities and propose a promising solution that can be
validated to the point of creating a business plan that
will attract external investors.1
—RICHARD FOSTER AND SARAH KAPLAN

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

Your explorations have ended. No more arranging of appointments
and schedules. No more eating M&Ms in the viewing room of a
marketing research facility. No more long lines at airport security.
Your Discovery team may be weary, but their interactions and immersions over the past several months have provided them with a
deep understanding of customers and what they value, the emerging marketplace of the future, and the potential for business model
innovations. They have collected experiences and valuable insights
185
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that now can be used to create the business opportunities of the
future.
The Creating Phase is, as you might guess, a creative activity
where imagination is used to envision and define businesses of the
future. It consists of the following:
◆

◆

◆

Establishing the right environment
◆

Creative

◆

Collaborative

◆

Entrepreneurial

Collecting the necessary tools
◆

Insights

◆

Opportunity format

◆

‘‘Rough’’ evaluation criteria

The creative process
◆

Divergent phase: Identification of beginning ideas

◆

Convergent phase: Concept development and evaluation

Establishing the Right Environment
Discovery team members will enter the Creating Phase as artists
enter their studios. Their rich experiences in the Exploring Phase
have helped them conceive of new opportunities that exist on the
strategic frontier. Sometimes it is a specific, vivid image that only
needs a medium and the time to recreate the image in their heads.
In other cases, team members envision certain elements of the opportunities but cannot yet envision it in its entirety. In the Creating
Phase, the artists of the Discovery team will give expression to these
ideas.
Artists are usually very particular about the environments in
which they work. Some prefer a rather plain, quiet studio so as not
to be distracted by outside influences. Others prefer more stimulating, vibrant surroundings to feed and reinforce their creative im-
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pulses. The environment for the Creating Phase is a very important
consideration. In order to facilitate the right interaction of team
members and maximize the output of quality business opportunities, the working environment for the Creating Phase must be:
◆

Creative

◆

Collaborative

◆

Entrepreneurial

Creative

As described in Chapter 6, the Discovery Process is based on the
principles of creativity applied in a business environment. Perhaps
the creative element that is most useful to business is the two-step
approach to identifying new ideas (see Figure 9-1). The first step,
the ‘‘divergent phase,’’ is the unbridled, unencumbered identification of a wide range of options to consider. Most people recognize
it as a ‘‘brainstorming’’ type of activity. Without regard to practicality, feasibility, efficiency, or effectiveness, team members first identify a large quantity of ideas and options that could be used to
run a business. It is through this divergent activity that participants
‘‘wander’’ beyond current constraints, ignore previous assumptions

Divergent
Phase

Convergent
Phase

Idea Selection
Opportunity Development
Opportunity Ranking

Beginning
Ideas

Figure 9-1. The Creating Phase.
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about the business and discover new ways of doing business. When
they do that, innovative ideas emerge. Without this permission to
wander, speculate, and dream, options are few and tend to reflect
old thinking patterns.
A senior manager of a large chemical company wondered why
the room went suddenly quiet when, after challenging his team with
an important problem, he exclaimed, ‘‘Now, everyone give me all
your GOOD ideas!’’ He was oblivious to the importance of inviting
all ideas without prematurely assessing whether they were good or
not. As a result, each person in the room hesitated to offer any
ideas, not knowing for sure how the manager would be distinguishing a ‘‘good’’ idea from a ‘‘bad’’ idea. The premature insistence on
practical ideas led to a stifling of all ideas.
Because all business decisions must ultimately be practical, feasible, efficient, and effective, there is a second step to the creative
process for business called the ‘‘convergent phase.’’ This phase can
be viewed as a ‘‘filtering’’ phase, as the great quantity of options
identified in the divergent phase are filtered by the important business criteria. The team’s options then converge on those ideas that
make the most sense for the business.
Discovery team members are either extremely comfortable in the
Creating Phase or they are somewhat uncomfortable. Inspired by
the thrill of discovery they experienced in the Exploring Phase,
some team members are easily convinced to continue this openended, anything-is-possible way of working. They will be eager to
speculate and dream in the divergent phase about new business
opportunities that could possibly exist. Other team members are
anxious to take what they have discovered and identify the specific,
practical, short-term implications for the current business. They do
not want to think about new ways of doing business. They are ready
to take action, to make specific recommendations to senior management. This latter group could be uncomfortable in the beginning of the Creating Phase. They must be patient, as their interests
and skills will be used later in the Creating Phase and into the Mapping Phase, after a large quantity of new business opportunities
have been created.
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Collaborative

The new business opportunities that emerge from this Discovery
Process must be viewed as being created by the entire Discovery
team, not by particular members of the team. This is an important
distinction to take into the Creating Phase because it establishes the
most effective working environment for the team. The Discovery
team will be ‘‘building’’ the opportunities together. It is a highly
collaborative effort where all team member interactions are aimed
at the same objective, creating the best future business opportunities possible from the insights gathered.
Think of the process of the Creating Phase as similar to the Discovery team creating clay sculptures together. While everyone will
be asked to do the initial design and formation of their own sculpture, each will then spend time enhancing in some way the sculptures of all of the other team members. The sculptures are
continuously evolving during the Creating Phase, with team members offering their insights that could lead to valuable refinements
and revisions. Because the clay remains malleable until it is fired in
the kiln, the team can decide when it is good enough, when it needs
more work, or when it needs to be destroyed and the process
started all over again. What emerges is a large quantity of worksof-art that everyone on the team supports, because everyone on the
team has played some role in developing them. This is collaboration
at its best.
To keep this spirit of collaboration alive in meetings, the Discovery team needs to adopt a new vocabulary. When someone on the
team offers an idea and you see a way to enhance it, say, ‘‘I would
like to build on that idea’’ and offer your addition. This acknowledges that what you heard was valuable and that you would like to
contribute to its development—rather than your statement being
perceived as a criticism or evaluation of what you heard. While it
sounds subtle, we have found that using this ‘‘building’’ language
enhances the team collaboration and incentive to maximize the
business opportunities.
The synergy produced through collaboration is the most power-
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ful approach for achieving high levels of team creativity. Of all the
ideation tools and techniques we have used or heard about, none
match the effectiveness of an inspired team collaborating toward a
common challenge. From the many different perspectives represented on the team, they are able to identify ways to ‘‘build’’ and
strengthen an idea by addressing collaboratively its gaps and points
of weakness. You will recognize when your team achieves this level
of teamwork by how the credit for an idea is given to the team,
rather than to the individual. The individual egos become fused
into one ‘‘team’’ ego. It is not dissimilar from the level of teamwork
observed in many championship teams. In the 2001 NFL Super
Bowl, the New England Patriots, heavy underdogs but the eventual
winner, refused the traditional individual player introductions at
the beginning of the game. Instead, they entered the field as one
motivated mass of bobbing unity, recognizing that their strength
was in the collaborative effort and not in superior individual performances.
Entrepreneurial

Using the insights gained about customers, the marketplace, and
business models, the Discovery team will be identifying business opportunities that will exist in the future. The Discovery team is not
identifying business opportunities that your company should consider.
When you think only about opportunities for your company, you
are unconsciously trying to ‘‘fit’’ a new insight into an old way of
doing business. In doing so, you may be compromising the value
inherent in the opportunity because of your company’s current
constraints or shortcomings. It is not difficult to imagine that in
the years before Federal Express, the U.S. Postal Service could have
identified the need for overnight mail service but expressed it as a
one-day service because they were not set up for or capable of delivering overnight service. The need (and value) of the opportunity
was for overnight service, not one-day service.
In assuming that someone else will be responsible for implementing the plan, adopt the mind-set of an entrepreneur. Assume
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that the capital, the skills, the
Process Tip:
partners, and the knowledge
needed to fulfill that marketYou only dream to the level
place need will immediately
of your perceived implemenbecome available as soon as
tation capabilities.
you are able to ‘‘dream’’ it.
Try as hard as you want, it is
Express the business opporvery difficult to ‘‘think big’’ if
tunity in that way so that
you perceive that you will be
everyone is made aware of the
the one responsible for imopportunities that exist now
plementing that big plan.
or will exist in the future. It is
Your subconscious concern
then a separate strategic quesof your ability to execute the
tion to be addressed later of
plan will prevent you from
whether your company is
ever articulating it in the first
willing to pursue that opporplace. To create truly great
tunity (and the resources
and innovative business oprequired) or whether it is an
portunities that will effecopportunity that you will
tively deliver the value you
cede to another company.
envision, you have to assume
One of our favorite ways to
for this Creating Phase that
assist teams in adopting this
‘‘someone else’’ will be reentrepreneurial approach is
sponsible for implementing
to challenge them to become
the plan.
entrepreneurs for a fictitious
company called Hurricane,
Inc. Hurricane, Inc., is in the imagined business of providing emergency support to communities immediately following a storm of
hurricane force. The company can assist a community in recovering
from the aftermath of a storm’s damage by supplying energy, food,
water, and temporary housing. The team’s challenge, as the Discovery team for Hurricane, Inc., is to identify new opportunities for
new growth for the company.
Among a number of things, this imaginary challenge to the team
helps determine whether the team is more comfortable ‘‘creating’’
at safe, near-term levels or at big-idea, breakthrough levels. Not
surprisingly, all teams begin generating opportunities for Hurri-
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cane, Inc., that might be classified as visible opportunities on the
Strategic Opportunity Spectrum—disaster insurance, home construction or reconstruction, and home meal delivery. Some teams
are more aggressive in their strategy innovation, with ideas that
extend disaster relief beyond just hurricanes, to include tornadoes
and typhoons, or, a little further out, earthquakes, volcanic events,
and avalanches. Teams that achieve a visionary level might identify
opportunities such as a GPS–driven natural disaster forecasting, a
warning and tracking service, or a systemic disaster-relief holding
company that includes an integrated, cost-effective package of prevention planning, broad insurance coverage, and guaranteed property restoration.
When offering this type of creative challenge to a team, it is one
thing to work with adults, it is quite something else to work with
children. When the Hurricane, Inc., challenge was given to a class
of fourth- fifth- and sixth-graders at Thacher Montessori School in
Milton, Massachusetts, they generated a representative number of
the above-mentioned ideas from visible to visionary. However,
these children, unconstrained by the realities of business and eager
to find ‘‘value’’ in a new situation, then stepped beyond to create
two new spin-off opportunities for Hurricane, Inc.:
1. Hurricane Energy, Inc., is in the business of capturing and storing a portion of the megawatts produced as a hurricane moves
through an area. This energy is then provided back to the community for emergency power or is sold to other parts of the
country to help fund the recovery.
2. Hurricane Entertainment, Inc., is in the business of setting up
‘‘amusement parks’’ that harness a hurricane’s force for purposes of recreational fun. Imagine a theme park with an area the
size of a basketball court enclosed by netting rising thirty feet in
height. Inside are rubber ‘‘bubbles,’’ large enough for a large
child or adult to get into. The stronger the hurricane winds, the
wilder the experience for this ‘‘bumper cars in the air’’ amusement ride.
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When you think you have reached visionary levels with your innovative, entrepreneurial thinking, remember how these children
responded and push yourself to find what ideas are beyond those
you have already.
Fresh Perspectives

As mentioned previously, consider inviting new team members to
help identify new business opportunities in the Creating Phase.
Someone from outside the company could provide a fresh perspective for the team. In addition, an outsider will not be affected by
your ‘‘corporate gravity’’ and will be more likely to create business
opportunities that fit the customer need, not the company’s current
business model. One company invited a science fiction writer to the
Creating Phase for this purpose. Another enlisted a retired venture
capitalist, who provided a breadth of business-model experience
that was quite helpful.
When considering new team members, also consider internal
employees, even senior management. Using our adage of ‘‘people
support what they help create,’’ you will want someone on the senior management team of your company to support the new business opportunities you create, so why not include him or her in
their creation. One caveat to the involvement of senior executives,
however, is that they must adopt the role of an ‘‘equal’’ to the other
team members and abide by the rules of creativity and collaboration. If they prefer to play an advisory or evaluative role as ‘‘higher
ranking’’ officials, the dynamics of the team and the process would
be too compromised, and productivity would plummet.
Another outside perspective that can contribute significantly in
this phase is that of a ‘‘visual illuminator.’’ A visual illuminator is
an artist who can bring to life the ideas being shared by the team.
At this point in the process, ideas are intangible, incomplete, and
fragile, as they have not yet been subjected to the critical scrutiny
that further shapes and improves them. When a visual illuminator
portrays that idea on paper, it takes on reality and becomes a tangible expression of what team members have created. They are now
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better able to understand it and to communicate it to others. We
asked Harvey Ehrlich, a veteran visual illuminator, to describe the
role that he plays in the Creating Phase for teams. He told us:
In business, new ideas, whether they are tactile in nature or
only philosophical, become easier to grasp and understand
when, in addition to a carefully crafted verbal construct, a
visual image is used. Visual illumination can cut through
verbal camouflage and present an idea by means of a visual
metaphor that can elegantly communicate. I have also
found that humor, attached to both the visual and verbal
images, embeds these ideas in the minds of the team much
better than a verbal presentation can. The brain relishes
what makes it laugh. To say more about visual illumination
would require an image.

Collecting the Necessary Tools
With the appropriate working environment established, the Discovery team must then gather their tools for the Creating Phase.
Unlike the myriad tools that artists have to provide expression to
their ideas, there are only three ‘‘tools’’ necessary for this exercise:
the lists of insights gathered from the Exploring Phase, an opportunity format, and some ‘‘rough’’ evaluation criteria.
Lists of Insights

As noted in the Exploring Phase, insights are new understandings
of customers, markets, or business models that have the potential
to create value for both the customer and the company. Insights
from the Exploring Phase are the building blocks of the new business opportunities developed in the Creating Phase.
The Discovery team will have identified and recorded the new
insights they gained in the various interactions and immersions of
the Exploring Phase. A debriefing session immediately following
each activity will have highlighted the insights gained and potential
implications (way to create value) for each insight. With many hun-
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Add a visual dimension to
your Creating Phase.
Invite an artist, cartoonist, or
visual illuminator to join you
in the creating process. It is
not a frivolous expenditure.
A talented (fast-working) artist can add a visual, tangible
dimension to the creation of
ideas and concepts that
often has a dramatic effect
on the team. Ideas come to
life, color stimulates the environment, and humor can
help the team think in new
directions. The artist’s out-
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dreds of new insights identified by the team, the first step
is to review them and identify
which ones appear to have
the most potential for further
development into a new business opportunity.
Any process can be used to
filter or converge around the
most promising insights for
your team to consider in the
Creating Phase. We have successfully used a two-step sorting process based on the 3 Cs
(clarity, confidence, and conviction) and an insight’s value
potential.
3 Cs

Using notes from all of the
debriefing sessions, ask team
members to first identify
those insights on which, after
all of the interactions and immersions, they have the most ‘‘clarity, confidence, and conviction.’’
Either because of the frequency with which they were heard, the
passion by which they were expressed, or the credibility of the
source, some insights will emerge as creating a higher level of clarity, confidence, and conviction than others. The first step is to review the hundreds of the gathered insights and note which are
selected by team members on this dimension and the frequency
with which those insights appear within the team. The result will
be a range of insights on the team’s 3-C dimension.
put can also help dramatically in the communication
of the new opportunities to
the rest of the organization.

Value Potential

A second filter is based on the team’s perception of the potential
value of a particular insight. Some insights may be able to generate
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only a slight, incremental value in the market, such as a new color
option for a product. Other insights may indicate the potential for
an entirely new product category or distribution system, creating
significant value by reaching underserved customers. Sorting the
insights that emerged from the 3-C filter into those with higher
value potential and those with lower value potential will provide a
matrix of insights for the team to consider (see Figure 9-2).
The insights that fall into the team’s upper-right quadrant are
those that, according to the team, have the most clarity, confidence,
and conviction, as well as the greatest value potential in the market.
This is one way for the team to narrow the number of insights so
they can focus their energies on the Creating Phase.
Wild Cards

We believe that everyone on the team should have a wild card option in all sorting and voting activities in the Creating Phase. The
purpose of the wild card is to allow everyone to pursue something
that intrigues them or about which they have considerable passion,
Higher Value Potential

Most
Promising
Insights

Lower 3Cs

Higher 3Cs

Lower Value Potential

Figure 9-2. Value graph for insights.
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even if it does not satisfy the sorting requirements or criteria the
team establishes. For example, you may recall an isolated comment
from a customer interview that you found particularly intriguing.
Because you only heard it once, you don’t yet have clarity, confidence, and conviction about this insight. So it technically would
not pass your first sorting of the insights. However, you believe that
this idea may have tremendous value potential if you could figure
out a way to do it. In this case, you could use your wild card option
to keep the insight under consideration by the team until you can
further develop its possibilities later.
Opportunity Format

The second tool necessary for the Creating Phase is a format for the
development of the new business opportunities. The purpose of the
format is twofold. First, it helps guide Discovery team members in
the creation of a new business concept. Because the team comes
from a cross-section of the organization, there will be a number of
members who have never had to describe a new business before.
The format will take them step-by-step through the thinking process necessary to define the business opportunity. By filling out the
format, they will have covered the important considerations of the
business.
The second purpose of the opportunity format is to add a degree
of standardization to what is created. This will be very important
later in this phase when the team is asked to evaluate the opportunities. Having a common format makes cross-opportunity comparisons considerably easier. Standardization will also enhance the
presentation of the new business opportunities to senior management at the end of the Discovery Process.
Every opportunity format is different. The nature of the industry
will have the largest impact on what is important in the description
of a business. The description of a new business opportunity in the
restaurant business will include elements that are vastly different
from the description of a new business opportunity in the biotech
industry. The goal of the opportunity format is to consider the pri-
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mary elements of the business model in that industry and the process requirements for its development. In restaurants, the focus
could be on the theme, customers, ambiance, food, and service. In
biotech, it could be the targeted disease and population, underlying
science, clinical trials, regulatory issues, and partnerships.
Figure 9-3 illustrates a ‘‘generic’’ format that could be used as a
starting point for the creation of a more customized format for
your Discovery team.
Other elements that could be included in the opportunity format
are unique point of differentiation, proprietary elements,
Process Tip:
current assets leveraged, reinThink BIG—but in phases
forcing trends, conflicting
and segments.
forces, major internal conTeam members often have
straints, major external condifficulty describing the
straints, and resources availbold, ideal future they are
able. In addition, some
asked to depict in these busiindustries may have critical
ness opportunities. Because
success factors that should be
their day jobs consist of manincluded in the opportunity
aging systems and assets of
format. Keep the number of
the company, they innately
items included on the opporwant to create realistic and
tunity format to eight or ten
feasible ideas that the comso that the task does not appany can implement. Tell
pear too ominous to team
team members not to think
members.
of big ideas as having to be
There are a variety of ways
implemented all at once, to
to create these business opall markets immediately. Inportunities. Team members
stead, encourage them to
can develop them individudescribe that big, bold, ideal
ally, in pair teams, or in small
future but to break up its
groups (of three or four peoimplementation into manple). When teams create the
ageable phases and/or segopportunities individually,
ments.
they generate more opportunities overall and allow team
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Your Name:
New Business Opportunity Format
1. Code Name:
Strategic Frontier:
Key Insight:
2. Description of Opportunity:
(In 25 words or fewer, what is it and how does it create
value?)
3. Target Audience:
(Who is the primary target audience? Secondary audience?)
4. Key Benefit(s) to Customers:
(What are the key benefits to customers in the opportunity?
How will it help improve their lives?)
5. Important Elements of the Opportunity:
(What are the products and/or services involved? Describe the
elements that make it unique, useful to customers.)
6. Competitive Advantage:
(How will your opportunity provide a competitive advantage
over what competitors could offer?)
7. Resources Required:
(What resources would be necessary to develop this
opportunity—technology, budgets, parnerships, skill sets,
etc?)
8. Additional Information Required:
(What additional information will be necessary before the
opportunity can be further developed?)
Figure 9-3. Opportunity format.

.......................... 10127$

$CH9

06-16-03 13:08:36

PS

A G     I      

200

members to express their own points of view. In pair teams, everybody gets a teammate to help craft and refine the opportunity, each
acting as a sounding board for the partner. Small group development of the opportunities is appropriate when the opportunities
are quite complex, but it will cut down the total output because of
the added time for groupthink and consensus-making. We recommend using opportunity development by individuals and pair
teams wherever possible.
As team members craft these new business opportunities, remind
them to develop them not to fit the capabilities of your company,
but to fit the needs of the customer. Attempts to make them feasible
for your company may compromise the business opportunity that
exists. Instead, encourage team members to be bold and to envision
how the opportunity could look at that point in the future when all
the elements are in place and customers are being served. Using the
Strategic Opportunity Spectrum concept presented in Chapter 7,
the Discovery team should aim for creating visionary ideas, which
will result in opportunities ranging from visible to visionary.
‘‘Rough’’ Evaluation Criteria

Prior to the start of the Creating Phase, the Discovery team should
know how they will go about screening or filtering the quantity of
new business opportunities they create in this phase. The criteria
they use will be based on the overall objectives of the strategy innovation initiative. They are just ‘‘rough’’ screening criteria at this
point—used mostly for rank-ordering the ideas created and not for
purposes of making market go/no go decisions. For example, if senior management and the Discovery team sponsor determine that
the company needs a series of mid-term (over the next two to four
years) opportunities that leverage a certain core competence and
have the potential to eventually be a $30 million business, then
those are the ‘‘rough’’ evaluation criteria that will be used to rank
the opportunities created.
As with the opportunity format mentioned earlier, the rough
evaluation criteria will be different for every company. Typically we
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would use three to five criteria for this initial screening. Some of
the criteria to be used are:
◆

Time to market (specifying short-term, mid-term, longterm)

◆

Revenue potential

◆

Leverages a particular core competence, in-house technology, or brand profile

◆

Is unique in the market

◆

Will provide a proprietary advantage

◆

Leverages a customer or market trend

The identification of rough evaluation criteria just prior to the
Creating Phase is a double-edged sword for the Discovery team. On
the positive side, the criteria provide a focus for the development
of new business opportunities and, when they are part of the team’s
objectives, increase the likelihood that the opportunities developed
will be strategically valuable to the company. On the negative side,
the evaluation criteria can diminish the latitude that the team feels
in developing the best opportunities possible and could result in
ideas that are less innovative.
As an example of the potentially constraining role that the criteria play, let’s say that the Discovery team identifies an insight in
the Exploring Phase that suggests a strong market opportunity for
customized music CDs. Without any evaluation criteria to guide
them, the team may develop the business opportunity to include an
automated digital recording system connected to a Web site, where
customers order their new CDs from their homes, and download
the finished CD. However, if the evaluation criteria say that the new
business should leverage the company’s current retail distribution
system, the customized music business opportunity that is created
by the team will end up looking very different. It would likely involve a much more complex ordering process (at the store), less
convenient for customers, and potentially a more expensive product. The point here is that evaluation criteria that are too stringent
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will prevent the team from identifying business opportunities that
provide the greatest value for customers.
How do you deal with the need for evaluation criteria but the
potentially constraining impact that the criteria could have on the
process? Make the Discovery team aware of the evaluation criteria
that will be used but at the same time make sure that they don’t
feel constrained by them in the creation of the new business opportunities. If a business opportunity, such as the Web-based CD system, is ultimately filtered by the evaluation criteria, the Discovery
team can also use its wild card option to keep the idea alive for
further consideration.

Innovation vs. Feasibility
The goal of a strategy innovation initiative is to identify innovative
new business opportunities for a company to consider. However,
highly innovative ideas, conceived as they are here outside the constraints of practical business considerations, could end up being
impossible to implement or not financially viable. Thus, the need
for innovation in these opportunities can be at odds with the company’s need for feasibility. So how do you manage to keep ideas
both innovative and feasible at the same time?
When faced with this innovation/feasibility trade-off, always go
for the innovative. This was a principle of innovation used in early
work at Synectics. Ideas will never be more innovative than they
are during this Creating Phase. Free from the practical considerations of business and being encouraged to dream and think big,
team members will be more likely now than at any other time to
dream up innovative ideas.
At the same time, there is a natural, unconscious tendency for
people in business to want to take new and innovative ideas and
find ways to make them more ‘‘practical’’ or more feasible, quickly.
They will say in response to an innovative idea, ‘‘Great idea—how
can we implement it today rather than waiting for two years.’’
These invisible feasibility forces will look for ways to refine the innovative ideas by substituting shorter-term, more feasible options.
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The result is that longer-term,
Process Tip:
highly innovative ideas are
usually refined and revised to
It is easier to build feasibility
become shorter-term and more
into an innovative idea than
feasible as they are further
to build innovation into a
considered.
feasible idea.
On the other hand, it is very
In the Discovery Process,
difficult to build innovation
‘‘feasibility happens.’’ Faced
into a feasible idea. If someone
with a highly innovative
on the team suggests a feasible
idea, people in business natidea for a new business,
urally try to find a way to
chances are that it is more of
make it more feasible so as
an incremental product imto be able to use that idea.
provement than an innovation
However, it is very difficult
capable of changing the basis
to take an idea that is alof competition in the marketready feasible and give it a
place. People are comfortable
booster shot of innovation.
with its feasibility already and
Therefore, the team should
are reluctant to add innovative
focus on creating the most
elements to it that will make
innovative ideas possible inthe idea a less feasible, longerstead of the most feasible,
term idea. In other words,
knowing that the feasibility
there are usually no invisible
forces will work their invisiinnovation forces that will go to
ble magic.
work and make a feasible idea
more innovative.
Understanding this important mix between innovation and feasibility is important to keep in mind in the Creating Phase.

The Creative Process
Unlike the Exploring Phase, which can last from weeks to months,
the Creating Phase is typically a two-day offsite meeting of the Discovery team (plus any other invitees). Another option for the team
to consider is to start the Creating Phase during the Exploring
Phase. For example, if your team is traveling to ValueProbe sessions
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in another city, you can debrief the insights gained from the sessions immediately after the sessions. Then, the next day, the team
could meet again to begin to turn the insights into new business
opportunities—while the insights and their implications are fresh
in their minds. Whether you do it that way (create opportunities
following each exploring event) or set aside a two-day session following all of the Exploring Phase work is up to the team. The process for the creating session is the same.
The Creative Process: Divergent Phase

The best way to describe the two-phased creative process used by
the team to develop the new business opportunities is to think of it
metaphorically as a funnel. The first phase, called the ‘‘divergent’’
phase, consists of filling up the funnel with a large quantity of ‘‘beginning ideas.’’ A beginning idea is a small piece or portion of a
business opportunity. It is not a finished description of the business
opportunity. Do not attempt to move from an insight gained in the
Exploring Phase directly to a completed new business description!
For example, perhaps an insight gained in the Exploring Phase was
‘‘customers want their customer service problems resolved
quickly.’’ Rather than moving directly to the redesign of your customer call center or installing a new CRM system, create some beginning ideas based on that insight. One beginning idea from that
insight might be, ‘‘Create an Internet-based customer service capability.’’ Another might be, ‘‘Create the customer service equivalent
of an emergency room triage system.’’ Still another beginning idea
off this same insight might be, ‘‘Assign an ombudsman to each
customer when they call.’’
Don’t spend time thinking through the implications, cost factors,
or feasibility of a beginning idea. Just note the idea as a beginning
idea, ‘‘throw it into the top of the funnel,’’ and move on quickly to
the next beginning idea. Go for quantity. Remember the Rule of
100, because eventually you will want several hundred beginning
ideas in your funnel. Use a rapid-fire, brainstorming-like process
for collecting these beginning ideas. Some will be very good ideas,
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some will be terrible ideas, and a lot will be in-between. Do not
stop to judge any of the ideas. Judgment in this divergent phase will
not only slow the process, it will dampen enthusiasm and drain
creative energy from the team. Encourage dreaming, wishing, and
rampant speculation. Ideas offered by one member of the team will
usually inspire someone else to think of an opportunity. Allow this
free-flowing interaction to take place. What are the many ways to
create value in the marketplace?
The divergent phase should last into the afternoon of the first
day. When the tsunami of beginning ideas becomes a ripple on the
shore at low-tide, it is time to move to the second phase of this
creative process, the convergent phase.
The Creative Process: Convergent Phase

Bob Galvin, former CEO of Motorola and great advocate of using
creativity in business, described the creative process as, ‘‘Most ideas
are grunt work, first getting a quantity of ideas and then looking
for the quality ideas in there.’’ The convergent phase is all about
sorting through the quantity of the ideas you inserted into the funnel and finding the highest-quality ones.
At this point in the Creating Phase, you should have hundreds
of beginning ideas written on flip chart paper and hung on the walls
around the room. In the convergent part of this process, the team
will go through the following steps to turn hundreds of beginning
ideas into five to ten potentially viable business opportunities:
1. Select the most promising beginning ideas
2. Develop those ideas into concepts or opportunities
3. Rank-order the opportunities
Select the Most Promising Beginning Ideas

Any process can be used to narrow the list of beginning ideas to a
more manageable number. One idea is to give out a quantity of
colored adhesive circles—what we call ‘‘energy dots’’—that team
members can stick next to the beginning ideas they find ‘‘most in-
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triguing.’’ Don’t use more stringent criteria at this point because
beginning ideas are not yet ready to be evaluated by the evaluation
criteria. They are not yet developed as business opportunities and
thus cannot be expected to live up to the criteria for those opportunities. So for this first converging step, you could use the criteria of
what the Discovery team finds interesting or intriguing. They have
been close to consumers and market experts in the Exploring Phase
and have developed a good idea of what would create value in the
marketplace. It is also important for the team to feel some level of
interest (or potentially, passion) about the beginning ideas. They
will be the ones presenting their business opportunities to senior
management and may have to defend them at some point.
Use this first convergent exercise to identify as many as thirty to
fifty beginning ideas (if using the energy dots, list those that get at
least one ‘‘dot’’ from the long list) that the team believes deserve
more consideration and further development.
Develop Those Ideas into Concepts or Opportunities

The second convergent step is developing the most ‘‘intriguing’’
beginning ideas into business concepts. We call these concepts
‘‘business opportunities’’ and use the opportunity format presented
earlier in this chapter as the basis of the exercise. Have Discovery
team members select which of the beginning ideas they want to
advance or more fully develop into business opportunities that can
be evaluated. These opportunities can be new products or services,
new target audiences, or new elements of a company’s business
model. Using the format and some quiet time, have team members
think through what it might take for a company (not just their
company but any company) to create value in the marketplace with
the beginning idea they selected. What would it look like? How
would it work? Who are the customers and why would customers
like it?
A Discovery team will typically create between twenty and forty
new business opportunities in a two-day Creating Phase session.
Each idea is developed by either an individual or, at most, a pair
team. It is much more efficient to develop the opportunities by
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individual or pair teams than in a large group. Managing who develops which beginning ideas will avoid duplication of effort and
maximize the number of different opportunities created.
After the opportunity formats are completed, team members are
asked to present their opportunities to the rest of the team. Following each presentation, team members can offer ‘‘builds’’ or suggestions on how to refine the opportunity to make it even stronger. It
is a good idea to collect the builds and suggestions for improvement
from the team and ask the authors of the business opportunities to
then refine them as they see fit. It is the prerogative of the author
to determine which builds are incorporated to create the refined
business opportunity.
Rank-Order the Opportunities

The twenty to forty refined, new business opportunities are then
ready for a screening process, the final convergent step in this process. Using the rough evaluation criteria identified earlier, the Discovery team will rate or rank all of the business opportunities they
developed to provide a prioritization of those opportunities.
It is important to note here that this prioritization is not a go/no
go decision for that idea. Many team members are disappointed
when their concepts do not make the cut and mistakenly believe
that they have failed because their opportunities have been rejected.
This is not the case. That opportunity has been developed and
should become part of a database or archive for this initiative. At
any time, anyone can continue to work on that idea, refining it in
ways that will better align with the evaluation criteria established or
with the needs of a business. The creative process is an iterative
process, where you can create, learn, and refine ad nauseam. Therefore, the screening out of an opportunity at this phase is not a ‘‘no
go’’ decision, but merely a ‘‘not yet’’ decision on the part of the
team.
Any process can be used for screening the business opportunities
using the rough evaluation criteria. Some teams will very carefully
evaluate every opportunity for every individual evaluation criterion,
using complex, weighted, quantitative techniques and rating scales.
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Other teams will just keep the criteria in mind as they select the
three to five opportunities from the list that they like best. Whatever technique you use, the intent for this evaluation is to determine which of the twenty to forty opportunities are most aligned
with the evaluation criteria that were established. Typically following this evaluation step, five to ten opportunities will emerge at
the top of the ranking list as having the most potential for further
consideration and development.
Don’t forget the wild card option. Discovery team members,
after evaluating the developed opportunities, may find that their
favorite opportunities were far down the rankings. Perhaps an opportunity is very strong on most of the criteria but fell short in one
area. The team needs a way to keep one or more ideas alive, if they
have the passion for them. Let team members vote for one wild
card opportunity they would like to keep in the running, based
more on their passion for it than the evaluation criteria. Passion is
a powerful, contagious force in innovation. A champion (or, better
yet, a team of champions) with passion for an idea can build consensus and create momentum that will cause the organization to
change.
At the conclusion of the Creating Phase, the Discovery team
should have five to ten business opportunities that show some
promise for the company. These opportunities are:
◆

Grounded in insights discovered in the Exploring Phase

◆

Part of a long list of beginning ideas

◆

Selected as ‘‘intriguing’’ or promising by one or more team
members

◆

Developed by an individual (or pair team)

◆

Refined by suggestions from the entire Discovery team

◆

Screened by the rough evaluation criteria established earlier
in the process

At this point, the team decides how many of the five to ten opportunities they want to move to the Mapping Phase, where they
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are placed on a time line and given a strategic context that will be
important for their final evaluation stages.
Tim O’Brien from Moen noted the importance of this entire
convergence process (which he referred to as synthesis) in the Periscope project. As he observed, ‘‘Synthesis must be a group activity,
where the more people involved with it, the better, because you
have that many more people making that many more connections.
This synthesis resulted in management alignment on what we
needed to move ahead.’’

Summary
◆

The Creating Phase is a time for Discovery team members to
turn the insights gained in the Exploring Phase into new business
opportunities.

◆

Establish the right working environment, one that is creative,
collaborative, and entrepreneurial.

◆

Identify the business opportunities that will exist in the future,
based on the insights gained in the Exploring Phase. Do not
identify only those opportunities that fit your company’s current
capabilities. If the opportunity is attractive enough, you will find
a way for your company to implement it.

◆

The only tools necessary for this creating process are the lists of
insights gathered from the Exploring Phase, an opportunity format, and some ‘‘rough’’ evaluation criteria.

◆

Think of this process as moving through a metaphorical funnel.
Begin by offering a large quantity of ‘‘beginning ideas,’’ based on
the insights gained, into the top of the funnel. This is the divergent phase of the creative process where the quantity of ideas is
more important than the quality of each one. Innovation takes
precedence over feasibility.

◆

Move the most promising of the beginning ideas ‘‘down the funnel’’ by selecting them and further developing them into concepts, using the opportunity format.
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◆

The final step is to rank-order the opportunities using the rough
evaluation criteria, allowing the strongest to emerge from the
funnel for further consideration in the Mapping Phase.

Endnote
1. Richard Foster and Sarah Kaplan, Creative Destruction (New York: Currency/Doubleday, 2001).
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T HE D ISCOVERY P ROCESS
Mapping Phase
Make no little plans; they have no magic to stir men’s
blood and probably themselves will not be realized.
Make big plans; aim high in hope and work, remembering that a noble, logical diagram, once recorded,
will not die.
—DANIEL BURNHAM

Staging
Phase

Aligning
Phase

Exploring
Phase

Creating
Phase

Mapping
Phase

Your team has created a series of new business opportunities based
on new insights about customers, foresight about the emerging
marketplace of the future, and/or ways of reconfiguring existing
business models in the market to increase value to customers and
companies. These opportunities have been through a ‘‘rough’’ evaluation process that suggests that they may fulfill the needs outlined
by senior management.
The Mapping Phase is the final step in the Discovery Process. It
211
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is a planning process for the implementation of the new business
opportunity and consists of the following steps:
◆

Identify the critical strategic sectors

◆

Create road maps for each sector
◆

Action items

◆

Trends

◆

Discontinuities

◆

Milestones

◆

Develop measurement tools

◆

Present to senior management

A Strategic Road Map
Following the completion of this five-phased Discovery Process,
senior management will have a portfolio of new business opportunities that can be found or created on their strategic frontiers. They
must then consider how the company should respond to those opportunities. To do this, senior management will need information
that will help them make those decisions.
Frequently the first piece of information that management will
want is the market viability and potential revenue impact of these
opportunities. Nearly every company has a means in place of estimating the potential size and profitability of new business opportunities. To be considered, a new business must pass certain hurdle
rates, usually related to sales potential, margin requirements, or financial return requirements. We consider this fine-tuned, sharpenthe-pencil evaluation phase to be the next step that companies take
following the Discovery Process. Because each industry and company differs in how they assess the viability of a new business opportunity, we do not believe that a ‘‘universal’’ evaluation process
is possible within this process.
Beyond the internal financial implications, senior management
will need to understand the marketplace in which these decisions
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will be made. What changes are on the horizon that could affect if,
when, and why a business opportunity should be pursued? In a
dynamic marketplace, this information is crucial to all strategic decisions that are made. To help management make these strategic
decisions, the Discovery team should prepare a strategic road map
for the frontier(s) they explored, as the final phase of the Discovery
Process.
The Mapping Phase is so named as it engages in the preparation
of a strategic road map for the company. This road map is a time
line into the future that contains critical activities, milestones, and
marketplace events that must take place for the new business opportunities to succeed. With a new business opportunity that appears viable and attractive to the company, the ‘‘big picture’’ view
of the implementation plan provided by the strategic road map will
uncover key issues that must be addressed. For example, a Discovery team might have been given a charge to identify a new business
opportunity for introduction by the company in the next two to
four years. In the Exploring Phase, they discovered a consumer
need for a new medical device. It is in the mapping process that
they learn that a clinical trial with patients must be conducted before the device will obtain government approval. That clinical trial
may need to last for three years to prove efficacy and safety issues.
Placing the three-year clinical trial on a two-to-four-year time line
will very clearly indicate the timing necessary for the company to
develop and implement this business opportunity. It uncovers potential conflicts, barriers, and constraints that the Discovery team
will need to address, even by refining the business opportunity concept itself.
Dan Buchner, one of the team captains for the Moen Periscope
project, describes the role of the strategic road map for Moen. ‘‘We
took the output from the thought leader panels and built future
maps, which we made part of our planning. They were quite detailed, helped us focus, and made it much more apparent what the
difficult decisions were that had to be made. We had been trying to
do everything in the marketplace, but the maps helped us focus our
attention and our efforts.’’ His boss, Bruce Carbonari, former CEO
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of Moen, added, ‘‘The nice thing about the maps is that everyone
learned that the world is bigger than just Moen, and there are lots
of things that cause other things to happen.’’
One of the important benefits of a strategic road map is that it
makes tangible the company’s proprietary future. No company can
possibly monitor or manage all of the trends that will create the
future. Instead, companies should focus on those areas and trends
that are most relevant to their futures, the ones to be found on their
strategic frontiers. The creation of a strategic road map captures
the most relevant areas of their emerging futures and makes them
available for the entire company to understand and track.
Another value of the strategic road map created by the Discovery
team is that it provides a consensus ‘‘plan’’ from which all departments and functions in the company can operate. Recall that this
was one of the primary reasons for creating a cross-functional Discovery team with people who will help implement the opportunity.
The Discovery team is the ideal group to create this strategic road
map for the organization because they understand the business opportunity (they created), and they understand what it would take
for the organization to implement it. When this road map is created
collaboratively by all members of the team, it provides the alignment necessary across all functional areas to quickly and effectively
begin implementation.
If your company has a process for strategic mapping, we encourage integrating the findings from the Discovery Process to date in
that process. For those companies that do not regularly map their
future, we offer our model for the development of a strategic road
map here.

Identify the Critical Strategic Sectors
The strategic road map offered here is a time line that consists of
many bands or strata that represent important ‘‘sectors’’ that must
be considered in the development of the business opportunity. As
with most of the ‘‘tools’’ introduced in this Discovery Process, it
must be customized to fit the specific industry and opportunity
identified.
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The first area of customization is the time line itself. It should be
segmented by the relevant planning periods for operating in that
industry. For highly dynamic industries such as electronics, the relevant time segments are probably in quarter years, if not months.
In biotechnology, it will be years or perhaps decades. For many
businesses, six-month intervals that stretch out over three to five
years will often be an appropriate time line for the strategic
roadmap.
In a mapping meeting, you can create time lines by taping together a number of flip chart pages and drawing the time line across
the bottom (see Figure 10-1).
Identifying the critical strategic sectors is next. The team, using
what they learned in the Exploring Phase, will determine the various areas that must be considered when developing, introducing,
and competing in the marketplace of the future. Thought leader
panels, described in the Exploring Phase, are extremely valuable in
understanding the forces that will have an impact on the emerging
marketplace. Some of the more common sectors that apply across
many different industries include the following:
◆

Opportunity development (internal)

◆

Consumer/society

◆

Customer/marketplace

◆

Competition

◆

Technology

◆

Government/regulatory

Each industry may also have unique and important sectors to
include on the strategic road map.

Year
1

Year
2

Year
3

Year
4

Figure 10-1. Time line.
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The Discovery team should select those sectors that will likely
play a role in developing the new business opportunity. If a sector
can have an impact, either positively or negatively, it should be
included in the strategic road map. In a mapping meeting, you can
draw a series of ‘‘bands’’ on the flip chart paper just above the time
line, labeling them with the sector names. An example can be seen
in Figure 10-2.
Opportunity Development Sector

The opportunity development sector is the internal time line showing how your organization will develop the products, services, or
new business processes that will take advantage of the new business
opportunity identified. Included in this sector are the critical steps
to be taken in the key functional areas of the company. Product
development and R&D will show developmental milestones, testing
processes, and intellectual property considerations. Marketing and
sales will outline the key steps for advertising, packaging, promotions, sales, and merchandising strategies. Operations will identify
a plan for manufacturing the product. Human resources, legal, and
finance departments will indicate where and when they will play a
Opportunity Development Sector
Customer/Marketplace Sector
Competition Sector
Government/Regulatory Sector

Year
1

Year
2

Year
3

Year
4

Year
5

Figure 10-2. Strategic road map sectors.
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role. Figure 10-3 shows the opportunity development sector broken
out into these key areas that should contribute to this sector.
The Discovery team should include only the critical elements on
the opportunity development sector, as too much detail makes the
maps confusing and difficult to use. Each functional area should
later develop a separate, more detailed time line for their internal
planning purposes.
Consumer/Society Sector

The consumer/society sector of the strategy road map will consist
of a variety of trends that are taking place in demographics, society,
or lifestyles. If your customers are consumers, include those consumer trends that will have the greatest impact on the need, awareness, or acceptance of your business opportunity.
Customer/Marketplace Sector

Technology, globalization, and economic conditions are just some
of the many factors that could have a dramatic impact on the marketplace in which you compete. It is important to try to predict
Opportunity Development Sector
Product Development
Marketing
Operations
Legal

Year
1

Year
2

Year
3

Year
4

Year
5

Figure 10-3. Strategic road map opportunity development sector.

.......................... 10127$

CH10

06-16-03 13:09:01

PS

A G     I      

218

how these forces might affect your market and customer base over
the time frame of your strategic roadmap. Anticipating changes in
distribution channels, sourcing options, supplier networks, and
economic conditions could be critical for the success of your new
business opportunity.
Competition Sector

In the dynamic marketplaces of the twenty-first century, it is unlikely that strategic actions by one company would not cause some
reactions by its competitors. Faced with the possibility of losing
business and/or customers, competitors will typically look to respond to new business introductions. Anticipating their responses
and estimating their response times provides valuable information
for the strategic road map. It establishes a ‘‘window’’ of time where
competitive pressures are minimized and your company can maximize its market penetration. Think about which company will introduce a competing product and when. Which company will lower
their prices? Which competitors will go out of business? Also think
about what competitor (or new entrant to the market) might leapfrog your new product with a next-generation offering. All of these
competitor reactions should be included, along with appropriate
statistics, on the strategic road map.
Technology Sector

Because of the importance of technology for many new business
opportunities, this sector is often one of the more critical ones on
the strategic road map. It should highlight key trends in technology,
availability dates of new technologies and capabilities, and dates
of anticipated price drops in established technologies. Where one
technology has not yet emerged as a standard, multiple technologies
should be identified and tracked. Note which companies or organizations are developing and/or supporting these technological developments and anticipate any strategic moves they could make.
Government/Regulatory Sector

In many industries, there are government or regulatory issues that
must be included on the strategic road map. It may be the testing

.......................... 10127$

CH10

06-16-03 13:09:01

PS

T  D  P    : M     P   

219

process to satisfy the FDA, a wavelength licensing issue with the
FCC, or a special ruling required from the EPA. In some cases, the
process necessary is understood, and time frames are predictable.
In others, decisions are heavily influenced by leaders and political
considerations, which are less predictable. In either case, it is important to record on the strategic road map the factors and activities in this regulatory area that could have an influence on the
development and introduction of your new business opportunity.

Create Road Maps for Each Sector
Following the identification of key sectors for the strategic road
map, the Discovery team will focus on developing a road map
within each sector. These sector road maps should include the following:
◆

Action items

◆

Trends

◆

Discontinuities

◆

Milestones

Action Items

Put the most critical action items in each of the sectors on the road
map. Indicate items such as when the R&D group needs to apply
for a patent, when the market research test begins and ends, and
when manufacturing turns out the first production units. Also include on the strategic road map whatever actions trigger the commitment of resources or represent critical decision points in the
development of the opportunity.
Action items can also be action taken by others. The anticipated
response of competitors to your new business will take the form of
action items to be included on the map.
Trends

It is also valuable to identify key trends on the road maps. If a
trend is expected to have either a positive or negative impact on the
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development of the opportunity, it should remain visible to the
team by being placed on the map. It is a good idea to quantify the
trends by estimating their progress over time. For example, if a key
trend for your business opportunity involves the use of DVDs in
the home, estimate the household penetration level for DVD players at several different points on your time line.
Discontinuities

In addition to trends, the sectors of the strategy road map should
also include any discontinuities that are possible. Discontinuities
are those events that radically change the ‘‘normal’’ progression to
the future because they quickly change perceptions and/or behaviors in society or the marketplace. The terrorist attacks of September 11, 2001, were the most significant, recent discontinuity that
altered the emerging future of many, if not most, businesses. However, the introduction of the transistor, the home computer, and
the growth of the Internet could also be considered discontinuities
because they all caused shifts in how people lived or worked. Some
discontinuities, such as new technologies, can often be anticipated,
while others, such as major natural disasters or changes in governments, are much less predictable. If you know of the possibility of
discontinuities, build them into the sector road maps.
Milestones

The strategic road map should also include milestones that mark
progress. The timing of the identification of a strategic partner, for
example, would be a milestone to include on the road map. You
may also want to include go/no go decision points along the way
or the points at which key financial decisions must be made (see
Figure 10-4).
The best way we have found to build the sector road maps is to
write the action items, trends, discontinuities, and milestones on
Post-it Notes and apply them in the sector bands in the appropriate
place over the time line. In this way, the elements can be shifted
when the team discovers that their original timing estimates need
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to be adjusted. There will be a fair amount of adjusting and refining
of the road maps as conflicts and sequence issues are discovered.
Work Backward

When creating the sector road maps and considering timing for
various activities, we recommend working backward. Start with the
launch date for the business, when you would like to be in the
market. Then take the final steps and plot them on the road map,
followed by the steps that precede them (in the development process). This will help the team create a more aggressive schedule and
one more likely to hit the hoped-for market introduction. Otherwise, there is a tendency for team members to be conservative in
Opportunity Development

Select Manufacturing
Partner
Finalize
Prototype Available
National Sales
Product
In-Home Testing
Convention
Specifications Patent Filing
Assign Ad Agency

PRODUCT
LAUNCH

Customer/Marketplace
Target Market Excess Production Capacity Industry Consolidation
Reaches 3 million
Pricing War

Competition

GHInc. Introduces
ABCorp.
New Product Line
Introduces
New Website

JKLtd. Enters
US Markets

Government/Regulatory
Legal
Review

New EPA
Regulation Due

Advertising
Claims Review

Federal
Elections

V
Year
1

Year
2

Year
3

Year
4

Figure 10-4. Strategic road map.
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their estimates or even ‘‘pad’’ them for unexpected problems, which
can extend significantly the timing of the development.

Develop Measurement Tools
What are the elements of this new business opportunity that are
most crucial for its success? Perhaps it is a target audience of a
certain size. Perhaps it is product cost under a certain target. Perhaps it is a global distribution network. Whatever the elements are
that make the financial projections a viable business opportunity,
those elements should be closely monitored during the development stages.
Along with identifying these key elements, we recommend creating a measurement tool to track those elements. A regularly scheduled market research survey can track key customer trends,
behaviors, or attitudes. A phone call to the engineering department
can update the latest product cost estimates. A new line item added
to an existing monthly sales report can be used to track distribution
progress. Put these measures in place so that results can be compared to the estimates placed on the strategic road map. It will
highlight progress made and, more importantly, provide an ongoing assessment of the market potential for the business.
Strategic Road Maps as a Planning Tool

The process of creating a strategic road map will identify implementation issues that will need to be addressed for the development
of a new business opportunity. Any issues that present significant
hurdles to the process should be included on this road map for
senior management, as they will need that information in their
work of defining the corporate strategy.
In many cases, this strategic road map represents the ‘‘launching’’ of the first phase of development for the new business opportunity. With key action items and milestones available, people can
be assigned to this new project, and work can begin.
It is important to consider the strategic road map to be a ‘‘living’’
document that changes and evolves along with the business devel-
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opment process. According to Moen’s Maureen Wenmoth, ‘‘We
used the future map for years, worked it as a tool. We updated it
frequently as we found that some things happened faster than we
predicted.’’

Presentation to Senior Management
With a portfolio of new business opportunities and a strategic road
map, the Discovery team is ready for a presentation of their output
to senior management. The Discovery team’s sponsor can play an
important role in this presentation by helping to guide its development. The sponsor can provide insights to the Discovery team on
the following topics:
◆

How do the new business opportunities ‘‘fit’’ into the current
thinking of management?

◆

What is the best way of explaining the insights that drove the
development of these opportunities?

◆

How developed should the opportunities appear?

◆

Will senior management want to play a role in helping to
refine the opportunities?

◆

Are there certain strategic options being considered that
would make some of the opportunities more attractive to
management than others?

◆

How aggressive is management feeling about new ventures?

◆

What level of risk is currently considered tolerable?

◆

What is the best way to introduce the visionary opportunities?

This presentation needs to be factual and accurate in the information shared, but special attention does need to be paid to making
it engaging for senior management. The Discovery team has been
through an intense and transformative process. They have learned
a lot about customers, the future, and innovative ideas. They have
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points of view and, perhaps, even passion about these ideas. It is
important to portray these elements in the presentation. Don’t reduce your ideas to a few PowerPoint slides. Think of innovative
and novel ways to communicate these opportunities. Identify a
theme that runs through the presentation. Use video clips, bring in
thought leaders or market experts (or get them on a conference
call). Make sure that senior management feels the energy that was
produced by the Discovery Process and the opportunities that exist
for the future.
We recommend that the presentation to senior management include all members of the Discovery team and all members of the
senior management team. The environment created for this meeting should be similar to that of the Discovery team in the creation
process: creative, collaborative, and entrepreneurial. The business
opportunities are not yet fully developed, as they have not been
through the important financial evaluation process and refinements
that may accompany their development. Therefore, the opportunities are not ready for senior management to provide a go/no go
decision. The purpose of this meeting is to present to senior management the findings of the Discovery Process and begin to create
some alignment around interesting new business opportunities that
could lead to possible new corporate strategies.
Senior management should understand that they are being presented with business opportunities discovered on the company’s
strategic frontier, which the team believes will create value in the
marketplace and value for the company (should they decide to pursue them). The business opportunities will not yet contain a detailed plan for how the company would implement them or the
impact of the opportunity on the company’s infrastructure or systems. We believe it is the role of senior management to identify how
the company’s business systems could be employed to implement a
new business opportunity and to remove any internal barriers for
its development. Decisions regarding the allocation of resources
and redeployment of corporate assets to take advantage of market
opportunities—the essence of corporate strategy—should be the
primary role of the senior management team.
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We favor a fairly structured process for the meeting with senior
management but some teams prefer a more relaxed and informal
interaction. In a more structured process, members of the Discovery team present the business opportunities, one at a time. Following each presentation, the senior management team is asked to first
identify things they like about the opportunity, creating a list that
is recorded on a flip chart. They are then asked to note issues and
concerns they see with that business opportunity (or their perceived
ability to implement the opportunity). Finally, senior managers are
asked to identify ‘‘builds’’ or enhancements that might help address
some of the issues and concerns they identified. This three-part
process flow is used for each of the business opportunities presented.
At the end of the meeting, the senior management team provides
direction for the next steps for the Discovery team. One possibility
is that the team will be asked to further refine the opportunities,
based on the feedback provided by the senior management team.
Another is that the opportunities are sufficiently attractive to move
to the next step, the evaluation stage.

Beyond the Discovery Process: The Evaluation
Stage
The output from the Discovery Process is a portfolio of new business opportunities and the strategic road map based on the exploration of the strategic frontier. The strategy innovation process ends
at this point, and the strategic planning process begins. Senior management will typically determine which of the business opportunities warrant moving to the evaluation phase. In the evaluation
phase, market forecasts are made, revenue flows are determined,
costs are estimated, and a quantitative business plan is crafted. The
resulting key measures are compared to company hurdle rates for
new businesses, and the attractiveness of the opportunities are determined.
Because every industry is dependent on different variables for
success, and every business has a different evaluation system, it is
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impossible to suggest a best approach in this area. Some companies
do this analysis internally, while others turn their new portfolio
over to external consulting companies for help in evaluating and
crafting strategic options.

Summary
◆

The Mapping Phase gets its name from the creation of a strategic
road map for the company, making the proprietary view of the
company’s future tangible for all to see.

◆

A strategic road map is a time line into the future that contains
critical activities and milestones that must take place for the business opportunity to succeed. The ‘‘big picture’’ view of the implementation plan provided by the strategic road map will
uncover key issues that must be addressed.

◆

Begin the mapping by laying out the relevant time frame (often
five years) and identifying the important sectors, such as the opportunity development, consumer/society, customer/marketplace, competition, technology, and government/regulatory
sectors.

◆

For each sector, identify and place on the time line the action
items, trends, discontinuities, and milestones that will play a role
in the development of that business opportunity (or a portfolio
of opportunities).

◆

Develop measurement tools to track the key elements placed on
the strategic road map so that progress can be noted and actions
taken.

◆

As the final step in the Discovery Process, present the portfolio
of business opportunities and a strategic road map to senior
management for their consideration. Frequently, these business
opportunities will then undergo a quantitative assessment of
their potential for the corporation, using in-house standards and
evaluation criteria.
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Chapter 11

M AXIMIZING
P ROCESS

THE

D ISCOVERY

Whenever you are asked if you can do a job, tell ’em,
‘‘Certainly I can!’’ Then get busy and find out how to
do it.
—THEODORE ROOSEVELT

The preceding chapters described the basics of the Discovery Process—with sufficient detail to get you started. This chapter contains
the answers to some additional questions we have been asked concerning the process.

Discovery Process and the Corporate Vision
Q. What role does a corporate vision play in the Discovery Process?
A. Vision statements in many corporations are ineffective because
they are created to describe the current way of doing business
rather than being an aspirational view of a desired future. Think
about many of the vision statements you have seen. Nearly all
of them talk about the same things:
We will strive to:
◆

Produce the highest-quality, most dependable products in
the markets in which we compete
229
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◆

Provide the highest level of service to satisfy the needs of our
customers

◆

Be dedicated to the belief that our people are our most important asset

◆

Conduct our affairs in a manner consistent with the highest
ethical standards

◆

Provide a fair, consistent rate of return to our shareholders.

What do these statements say? They say that the company is dedicated to doing the things that will help them stay in business. It is
the equivalent of a person saying that their goal in life is to keep
breathing. Too often vision statements are descriptions of how the
company will be run, not a vision of where it is heading.
To be effective, a vision should describe some ‘‘future state’’ that
is so appealing that the company stakeholders will be motivated
and dedicated to the journey. And it needs to be more than ‘‘be
number one in our industry’’ or ‘‘double our return on investment.’’ Measures of this type are by-products of doing something
else well, not a statement of what you want to do well. Investors
may like financial measures as visions but most employees are not
motivated by the prospect of making someone else wealthy.
The goal of a vision should be to identify what the company
would like to achieve that will somehow have an important impact.
Think of the purported early vision of Apple Computer, with a
computer in every home (at a time when no one knew what a personal computer could do). Merck wants to eliminate diseases. Marriott wants every guest to leave satisfied. These are aspirational
future states that have value. Moving toward these worthy goals can
be very motivating. It stimulates our behavior by first engaging our
emotions, our passions. Perhaps the real goal should be to have
every corporation produce a passion statement, so that it is more
likely to motivate.
So the question about a vision and the Discovery Process hinges
on whether the company has a vision of a compelling future state
or if it has a description of how it runs its business. If it is a vision
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of a compelling future state, it dovetails nicely into the Discovery
Process. The future state will clearly identify the end goal for the
company, making it much easier to define its next strategic frontier.
If Merck wants to eliminate diseases, then assessing where diseases
are right now versus the goal of ‘‘no diseases’’ will clearly outline
what needs to be addressed in the near future. If Marriott has any
unsatisfied customers, they can find out where their next strategic
frontier needs to be on the way to their vision. When you know
that the top of the mountain is your goal, you can usually tell where
you need to go next as long as the peak is in sight.
If the corporate vision statement is not an ideal future state but
merely a statement of how the company will operate, then it will
not provide effective guidance to the selection of a strategic frontier.
In fact, in these types of companies, it is the exercise of identifying
the strategic frontier that helps the company gain a vision of where
they are heading. Often it is the first time that management has
looked up from their quarterly reports and balance sheets to think
about where the company is headed next. The teams we have
worked with are usually energized by thinking about and exploring
the company’s future, its next strategic frontier. It stimulates their
thinking and engages their passions, just as a vision should. So, use
the identification of your corporate strategic frontier as a worthy
substitute for an ineffective vision statement.
Case in Point: Carl Zeiss

A different way to answer this question is to say that the Discovery
Process can be used by a corporation to help identify its corporate
vision. Carl Zeiss, a 150-year-old company headquartered in Oberkochen, Germany, is known as a pioneer in the field of precision
optics. Their expertise in this area spawned a variety of new businesses over the years, including ophthalmic products, microscopes,
photographic lenses, laser optics, and many more. Toward the end
of the twentieth century, Zeiss was a global, 13,000-employee company consisting of six business units, all of which were the number
one or two brand in their different industries. The business was
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quite strong in 2000, when a new board chair and CEO, Dieter
Kurz, was appointed.
It was Kurz’s assessment that the thriving business units were all
pursuing different strategic paths in their respective industries and
that there was decreasing value in being part of the Zeiss family of
businesses, except for the brand name. As a result, he committed to
the alignment of these distinct businesses on a single corporate vision and to create an opportunity road map to help guide corporate
growth through the year 2010.
Outside the company’s board of management, there was some
skepticism of this initiative. The business units were thriving, the
future looked positive, and managers were not convinced that dedicating resources to an effort that did not have a direct, bottom-line
impact was a worthwhile expenditure.
Consistent with the Discovery Process, teams were formed for
this initiative. They included the top three corporate officers, who
committed a significant amount of their time as active steering
committee members. Because of their involvement, there was no
need for further management alignment, and the team moved
quickly to the Exploring Phase.
The core team determined that the insights necessary to drive
the creation of a corporate vision were not business-based, but
value-based. Corporate values are taken very seriously at Carl Zeiss.
This initiative first sought to understand the company values across
all of the business units. Many employees were engaged in this assessment, which represented something of a turning point for the
initiative. These interactions drew the company together as they
discussed common values, obsolete values, and aspirational values
as they looked to their futures.
With an understanding of key corporate values for the future,
the core team sought to better understand the emerging global marketplace for their businesses. A thought leader panel was conducted
to explore cutting-edge trends in demographics, technologies, lifestyles, globalization, and brands. Insights were generated, organized, and used to develop a series of scenarios out over the next
decade. Managers from across the Zeiss business units were becom-
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ing clearer, both individually and collectively, on the forces most
likely to influence their businesses. This consensus was an important foundation for the development of the corporate vision.
The vision team then gathered all of the values and marketplace
insights and drafted a vision statement for Carl Zeiss. They worked
through the benefits and impact of the vision on a wide range of
stakeholders. They fine-tuned the statement through discussions
with employees around the world, as well as with the help of experts
in vision creation and communication. They also developed a future map, illustrating the key milestones on the way to an envisioned Carl Zeiss of 2010. The vision statement and the map were
then presented at the first annual executive vision forum for the
top 300 company executives. There, the board of management
played the role of the primary presenters and proceeded to enlist
everyone in the communication and implementation of the vision
throughout the organization. Their new unifying vision is led by
the charge, ‘‘We make it visible.’’

Staging Phase
Q. While I agree that ‘‘people support what they help create,’’ how
can we possibly get enough people involved so that support is widespread? Our company has offices all over the world.
A. Global companies can present something of a logistical challenge to the Discovery Process. The secret to creating broad
involvement is in creating an infrastructure of teams, all with
different responsibilities in the process. That was the case with
Schott Glas, a one-hundred-plus-year-old manufacturer of
high-quality specialty glass products, and a sister company of
Carl Zeiss. Headquartered in Germany, the company’s 18,000
employees are distributed over forty countries worldwide.
The objective of the initiative was to create a corporate vision
for the company that would guide their strategy out through
the year 2010. The sponsors of the initiative insisted that the
new corporate vision be embraced by all of the company’s offices, as the basis for new growth initiatives in the future.
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The first step was to form a core team of four senior Schott
executives, who would provide overall guidance for the initiative. Next, ten additional teams were formed, representing geographical, functional, and/or special interests within the
organization. Each team participated in a two-and-a-half-day
team workshop, held at six different locations around the world.
In all, about 150 Schott employees from a wide range of levels
within the company directly participated in the initiative, including representatives from all of the major offices.
Following the workshops, the captains of each team joined the
Schott core team to form a new group called the visioning team.
This visioning team met for three days to consolidate and integrate the work of the ten teams into a vision document. The
document was then shared with an operating group within
Schott’s headquarters plus a thought leader panel of experts
from other large corporations, providing valuable insights for
clarification and refinement.
The unveiling of the new corporate vision, called Vision 2010,
was made at a two-day worldwide annual conference of 200 of
Schott’s most senior managers. Conference attendees were also
given a chance to provide feedback and refinements, extending
the involvement of this key group in the creation of the vision.
Because people support what they help create, take the time to
involve as many people as makes sense in a strategy innovation
initiative. Build in a variety of teams and a variety of events for
providing input and feedback, but keep the ‘‘creation’’ element
to a smaller core group.

Aligning Phase
Q. We are having trouble focusing on one strategic frontier that we
want to explore for the future. Any suggestions?
A. Like many processes, the Discovery Process needs to find the
right trade-off between breadth and depth of exploration. If you
decide that you do not need a breadth of information (for ex-
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ample, one frontier), you can afford to explore it in more depth
and detail. If you decide that you need more breadth in your
search (more frontiers), then you may not be able to explore
those multiple frontiers to the same depth and detail as you
could with one frontier.
Although we have suggested that teams focus on one frontier,
the process will also be successful with several (up to three)
frontiers. The Discovery Process is a creative process, and creativity thrives on the ambiguity that results when focus cannot
be attained. In fact, there can be value in pursuing multiple
frontiers simultaneously and letting the explorations interact
with each other. Often it is the intermingling of unlike things
that causes people to make new connections among those
things, resulting in innovative new concepts.
A popular exercise in creativity sessions is to ask people to intermingle unlike things. One way to get people to create innovative
products is to tell them to combine their product (let’s say, a
flashlight) with another, random product (such as dental floss).
What new product is suggested by the hybrid of these very different categories? Is it a flashlight on a rope, dental floss that
glows in the dark, or perhaps a narrow flashlight that can be
used and stored in tight places? New ways of thinking are
sparked when unlike ideas are intermingled and forced to coexist. It is almost as if the human mind tries to give meaning to
this unusual combination and finds a way for the items to make
sense together. So take advantage of the variety of your strategic
frontiers and explore several or all of them at the same time. As
a result, you may identify a new hybrid product category that
could make an interesting new business opportunity.
We experienced something similar in a strategy innovation session with a division of 3M in the mid-1990s. At that time, 3M
was requiring all business units to identify new business platforms for their future.
This task of identifying large, new business platforms was particularly challenging to one of 3M’s divisions, Electrical Special-
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ties. Located in Austin, Texas, the Electrical Specialties Division
(ESD) had a rather eclectic mix of products in its line. It sold
electrical and thermal insulating tape, electrical connectors,
cable ties, and electrical diagnostic and detection equipment for
the electrical trade. It also sold static protection, and heat and
conduction devices for use in integrated circuit manufacturing.
Finally, its method of treating steel reinforcing bars (rebar) to
resist corrosion made it a supplier to large construction companies involved in concrete building projects.
With such a diverse mix of products and technologies, how
could it focus its exploration efforts for a large, new business
opportunity platform? Which of the customer segments should
it address? Which of the technologies should it leverage? Which
market should it explore?
A cross-functional team was formed to help address these questions in the pursuit of new business platforms. The team decided to pursue a two-pronged attack. The first was to meet
with customers in all three of their strategic business areas—
electrical supply companies, circuit board manufacturers, and
large construction companies. The team identified key customers in each group, split into teams of two to four people each,
and made personal visits to each of these companies. While
these meetings were helpful and identified a number of customer insights that helped ESD improve their customer relations and product lines, they did not identify any breakthrough
insights that could lead to a robust new business platform.
The second part of the initiative was to gain market foresight.
Where would these markets be going in the future? What market forces were in place that would affect product sales, distribution channels, competition, and technologies? How could ESD
get ‘‘in front of the curve’’ and create the products their customers would need before competition?
To gain market foresight, ESD decided to conduct a thought
leader panel. The panel would consist of six ‘‘experts’’ who
could provide an understanding of market dynamics and poten-

.......................... 10127$

CH11

06-16-03 13:09:32

PS

M   D  P

237

tial future scenarios. But how do you conduct the thought
leader panel with three diverse strategic business areas—one
panel for each area? That would be a time-consuming and expensive effort, as each panel can take four to six weeks to plan
and recruit. Selecting only one of the strategic business areas,
however, would be the equivalent to making the decision on the
future of the company. How should the thought leader panel be
set up to provide the market foresight that ESD needed?
The team made the decision to include a thought leader from
each of the three strategic business areas on the same panel:
electrical, corrosion protection, and electronics. They also
added thought leaders from three other areas they felt might
have an impact on their future business: wireless transmission,
power supply management, and environmental issues. Would
this eclectic mix of thought leaders provide anything valuable
to the ESD team? Would their selection of ‘‘breadth’’ of topics
over ‘‘depth’’ of topics give them enough understanding of their
future? How would the panel ever be able to focus its conversations?
As you might guess, the panel was a big success (otherwise we
would not have included it here). The thought leaders presented
their areas of expertise and then began to interact with each
other. In these interactions, they discovered how their fields
might intersect and affect each other. Many started looking, almost unconsciously, for synergies across the areas. The result
was the identification of ‘‘smart materials’’ as a wave of the future. One of the thought leaders offered the idea that in the nottoo-distant future, when a concrete-reinforcing steel bar in a
bridge cracked, it would break a low-grade electrical current
running through it, which would trigger the automatic notification of authorities by a wireless telephone call.
Innovations often result from combining things that have never
been combined before. In the Exploring Phase, be sure to include variety in your explorations. Go for breadth over depth.
Spice things up by intentionally introducing some ambiguity.
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Always add a wild card thinker to every panel, someone who
can act as a catalyst for fresh perspectives, new approaches, different ways of looking at the world. Experts in an area tend to
gravitate toward ‘‘groupthink’’ unless there is someone to help
them broaden their thinking.
Q. Why can’t you just do a traditional market analysis to determine
whether a strategic frontier is attractive to your company?
A. If the strategic frontier you selected is an established market
with established products and an established way of doing business, doing a traditional market analysis may be helpful background information for the team to have. However, if that
analysis goes from being background information for the team
to the ‘‘rules’’ by which the team will identify new business opportunities, you will be abandoning the goal of identifying ‘‘innovative’’ business opportunities. By adopting the ‘‘established’’
nature of the market and its current rules, you are more likely
to identify business opportunities in that market that use traditional products sold to traditional customers in a traditional
manner. The ultimate potential for strategy innovation is finding a new way to enter that market, delivering new or greater
value to customers than current competitors. Strategy innovation needs to break the current rules, not follow them.
Looking at the size of an established market may not be a good
indication of its potential as a strategic frontier. A market analysis for transistor radios in the early 1960s, for example, would
not have been a good measure of the market potential for a
Walkman—because the Walkman broke the rules for the transistor radio market and greatly expanded it. If you assume that
you will find a way to add new value to customers or bring
more customers to the market, then a current market analysis
may not accurately reflect the potential.
We suggest you be very careful with traditional market analyses
in this Discovery Process. You run the risk that your team will
begin to think conventionally about the market, rather than
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look for innovative breakthroughs and ways to change the rules.
If successful in that, the size of the current market may not be
indicative of the size of the potential market. With better products, different customers, different distribution channels, or
lower costs, you can impact the market in a way that a traditional market analysis cannot anticipate.

Exploring Phase
Q. It seems like there are so many activities to consider for the Exploring Phase, how should we decide which ones to use?
A. Start with the strategic frontier selected for the initiative and the
three exploratory vectors: customer value, market dynamics,
and business model innovation. First decide which of the vectors would be appropriate for the strategic frontier. Would customer insights be critical to a business opportunity that your
company might consider on that strategic frontier? If so, plan
to do some activity on the customer value vector. Customer
insight would be critical on the frontier of online shopping, for
example, but not as critical on the frontier of biotechnology.
Do the same thing for the other vectors also. Will changes in
the marketplace have an impact on your frontier? If so, plan a
market dynamics activity. Is there a likelihood that making
changes to your company’s business model would allow you to
experience an increase in value? If so, look into business model
innovation activities.
Once you have determined which exploration vectors apply to
your strategic frontier, then decide what type of activity in those
vectors would likely yield you new insights. Try several different
activities. For example, in customer value, do some ValueProbes
to listen to people talk about their interests and values concerning a product category, but also set up some in-home visits to
observe how they actually use those products. Also try to do
something very different from what you normally do, such as
interviewing people on the street or visiting online chatrooms.
On an ongoing basis, the Discovery Team should be identifying
what it is that they don’t know about the frontier—and wish
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they did. By debriefing after every exploration activity, the team
can assess what they learned, what additional questions were
raised, and what other information might be valuable to know.
Let this information drive the decision on what other activities
to do. If you have the luxury of time, you can make some of
these decisions sequentially. This is the true spirit of exploration.
Keep adding activities until you are overwhelmed with fresh insights or have run out of time or money.
Q. What are some of the things you do in a thought leader panel?
A. We usually start out with individual presentations by each of
the thought leaders, to allow them to share their perspectives
and views of the future. Following that, we often engage the
thought leaders in a panel discussion, asking them to respond to
specific questions and issues from the members of the audience.
One of our favorite exercises is the business assumption test.
Give each of the thought leaders an 81/2-by-11 inch drawing of
a fist with a thumb protruding from it. Then read to them a
business assumption currently held by the company with regards to the future. For example, you might say, ‘‘The trend
among adults for healthier eating will accelerate in the next five
years.’’ The thought leaders would then hold up their drawing
in a thumbs-up ‘‘I agree’’ mode or a thumbs-down ‘‘I disagree’’
mode. No sideways thumb is allowed. Each thought leader
would then be invited to share the thinking that contributed to
his or her response.
As cited in Chapter 7, the identification of business assumptions
for the future is a powerful way for the Discovery Team to align
with senior management and to focus their exploration efforts.
With the right thought leaders on the panel, this exercise can be
one of the most powerful means of influencing Discovery Teams
and their management as to the issues that lie between their
current business and future opportunities. The key is being clear
on the expertise best suited to play the role of sounding board.
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The team must believe the thought leaders to be credible with
regard to their future business assumptions. What is the right
expertise for the panel? Can you benefit most from senior officers or board members from a parallel but noncompetitive industry? What if you could attract thought leaders who had
successfully traveled a strategic path similar to the one you are
on now? Or, what if you could find thought leaders who were
unsuccessful in one of their ventures so that you could learn
their hard-earned lessons before going down that path? We have
been impressed with the value of this exercise and the willingness of world-class experts to play the role of sounding board
for the future of other companies.
The results of this business assumption test are surprisingly predictable. Some of the assumptions are affirmed, often in new
ways that gives management an even deeper conviction about
staying the course. Some assumptions are challenged, often
causing management to revise their assumptions to account for
the new insights shared. And finally, some assumptions are outright rejected by the thought leaders as obsolete in a dynamic
world.

Creating Phase
Q. How can we identify more visionary opportunities?
A. It sometimes takes a while (or a push) to get team members to
think big and identify visionary new business opportunities. The
strength of corporate gravity and the belief that ideas offered
should be practical will keep team members from offering any
‘‘wild’’ ideas. Therefore, you need a way to force wild thinking.
A common approach is to ask people to define business opportunities that would appear far in the future. The nice thing
about thinking in the future is that it contains none of the constraints that are felt so strongly today. With the idea that future
technology will allow many things to happen that cannot happen today, people are usually more willing to offer more speculative and more visionary ideas.
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Another way to get people to stretch their thinking is to go the
opposite direction and actually increase the pressure of constraints. Tell your team you want ideas for a new widget that
costs half of what today’s widgets cost. This will require team
members to abandon the current method of making widgets
and rethink the entire process. In other words, unrealistic constraints will often force blank-page, innovative thinking to
occur.
Finally, the work done by Clayton Christensen and colleagues
on ‘‘disruptive’’ innovations can be a very effective stimulus for
getting team members to identify more visionary opportunities
for their companies. Christensen posits that most innovations
are sustaining innovations, which are improvements to current
products or services aimed at current customers in that market.1
His work shows that disruptive technologies can have an even
greater impact because they create new markets. The way that
many disruptive technologies work is to provide a somewhat
inferior but cost-effective product to people who are not currently customers in that market. By creating a business model
that can sustain this new, lower-cost product, the disrupter will
gain an important foothold in the market, dominate its segment, and be protected from its larger, cost-bloated rivals. Expose team members to some of Christensen’s work, and they
will be stretched in their thinking.
Q. Do you have any examples of creating a new business model innovation?
A. We were privileged to be part of a very important strategy innovation initiative with IBM Research in the 1990s. From its inception, IBM Research had been and nurtured for the purpose
of pure research. For decades, their corporate parent was an
arm’s-length sponsor, proud of the Nobel Prize–winning efforts
of its scientists. This relationship between IBM and IBM Research resulted in breakthrough discoveries in science, but was
never expected to show a direct linkage with the corporation’s
bottom line.
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That relationship was tested in the early 1990s when IBM fell
on hard times. In 1992 and 1993, IBM lost over $13 billion, and
in the prior three years, it had lost close to 50 percent of its
mainframe market share. These losses led to layoffs of 45,000
IBM employees while red ink flowed and its market value sank.
Seeking help, IBM brought in a new CEO, Louis V. Gerstner, Jr.
His first day on the job, Gerstner boarded a helicopter and flew
to Yorktown, New York, to meet with Jim McGroddy, vice president of IBM Research at the T.J. Watson Research Center. ‘‘If
there was a soul of IBM, this lab was it,’’2 noted Gerstner, who
was uncertain at the time whether IBM Research should continue as part of the corporation.
The visit proved to Gerstner that there was marketable ‘‘value’’
to be mined from the intellectual property at IBM Research, and
later he convinced McGroddy that Research was in need of a
new ‘‘value model’’ in its relationship with the corporation. Research could no longer produce only science for the sake of
science. The corporate parent wanted a return on its investment.
So, McGroddy challenged his organization to identify strategies
that would enable IBM Research to double its value to IBM
within one year. To address this challenge, McGroddy chartered
a global team of ten fast-track researchers to create a blueprint
for ‘‘Doubling the Value’’ of IBM Research. This cross-functional team, representing each major lab from around the
world, gathered insights and data from its current and potential
corporate customers. The team adopted a ‘‘guerilla’’ approach
to the initiative—doing whatever it would take to create valuegenerating new concepts in a very limited amount of time. They
planned to present their findings to McGroddy at a meeting of
the global research council, less than a week away. Hours were
long and meals, if any, were taken during working sessions. This
working style galvanized the passion and commitment of the
team to their goal.
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The final phase of the process involved a multiday team immersion behind locked doors in San Jose, California, where the
team focused on a continuous iteration of the proposed strategies. A pair team of scientists would advance a concept as far as
possible and then, in round-robin fashion, pass it on to the next
pair team. Each ‘‘Doubling Value’’ concept was iterated a half
dozen times or more. All team members were able to add their
fingerprints to every concept, multiple times. An artist was enlisted to bring visual life to each concept. The presentation was
rehearsed and rerehearsed.
The output consisted of a series of novel and unique solutions
in areas such as metrics for new patents and technology licensing, to be implemented by McGroddy and his executive staff.
This new strategic direction also dovetailed nicely with Gerstner’s view that ‘‘the IBM Research Division was far more fertile
and creative than our ability to commercialize all of its discoveries. We were underutilizing a tremendous asset.’’3
Today, with Paul Horn having taken the leadership baton from
Jim McGroddy in 1996, IBM Research has dramatically increased its tangible value to IBM. In 1999, IBM was able to
generate $1.7 billion in patent licensing fees alone, and this vital
revenue stream has continued to grow.4 IBM Research created
a radically different ‘‘business model’’ than the one originally
envisioned by Thomas Watson, one that links leading-edge science to the corporation’s financial vitality and new shareholder
wealth.

Mapping Phase
Q. Coming up with new business opportunities is not the problem in
our company—implementing them effectively is our problem. Why
doesn’t the Discovery Process include an implementing phase?
A. For many companies, the challenge of effective implementation
of an innovation is more difficult than the identification of the
innovation. We did not include an implementing phase in this
process because we have found that it varies significantly by
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industry and by company within industries. Any implementing
phase that we could develop would need to be generic enough
to apply across industries and would probably not be specific
enough to meet the needs of individual companies.
However, we have had experience successfully using elements of
this process on implementation issues. One example is with the
Hewlett-Packard Inkjet Business Unit (IJBU). This HP business
unit designs, manufactures, and markets inkjet print cartridges
for the HP family of printers, faxes, and large format plotters.
In the early 1990s, the significant growth of HP printers for
personal computers resulted in a 63 percent compound annual
growth rate over five years. However, the next five years promised even greater growth, with revenues projected to increase
from $1 billion to $6 billion by the year 2000. In the meantime,
competitive companies were overcoming technological barriers
and threatening to step into this market and benefit from this
surge in demand.
In 1994, the IJBU was faced with a positive, but daunting, challenge—to keep up with the tremendous growth prospects in
the market and maintain their dominant market position in a
competitively charged environment. Dana Seccomb, general
manager of IJBU at that time, recalled the challenge of moving
a 10,000-employee company in one focused, strategic direction
amidst the chaos of phenomenal growth. At one point, his management team had received fifty-six different proposals from the
various functional groups on what needed to be done to grow
the business.
Seccomb formed a team of ten of his direct reports to identify
an implementation plan for the next five years. The team identified two key areas that would be critical to their success. The
first was the development of their relatively weak marketing
function so that they could remain competitive and hold on to
their share as new companies entered the ink cartridge market.
The second area was to create a plan for expanding the company’s infrastructure and assimilating the new employees that
would be required.
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With the key areas identified, the IJBU team sought outside expertise in the form of two different thought leader panels. The
first was a panel of experts in marketing at companies such as
Coca-Cola, Kraft, Intel, and DuPont. A month later, the team
held the second thought leader panel, addressing the issue of
‘‘hypergrowth,’’ with experts from companies such as Cisco Systems, Microsoft, Atari, and Conner Peripherals. Each thought
leader panel consisted of presentations by the experts and interactions between the experts and the IJBU team. These sessions
were followed by debriefing sessions with the team to distill key
learnings and insights and to align around next steps.
Using the insights from the experts who had lived through similar marketing and hypergrowth conditions, the IJBU management team established four strategic opportunity areas that they
would develop to drive the business planning. Subteams were
created for these four areas, and a total of eight ‘‘bridge strategies’’ were developed to move the company from a $1 billion
business to a $6 billion business over the next five years. They
included such things as the communication of the business vision, the expansion plans of each of the company’s key business
processes, and the communication and training vehicles to assimilate new hires into the distinctive HP culture.
These bridge strategies, the implementation plan, became the
strategic road map for the IJBU. They were tracked quarterly by
the management team and were reviewed and revised at each
yearly strategic planning session.

Endnotes
1. Clayton M Christensen, Mark W. Johnson, and Darrell K. Rigby,
‘‘Foundations for Growth,’’ Sloan Management Review, Spring 2002.
2. Louis V. Gerstner, Jr., Who Says Elephants Can’t Dance? Inside IBM’s
Historic Turnaround (New York: HarperCollins, 2002).
3. Ibid.
4. ‘‘Eureka! Laboratories that Produce Profits: IBM Masters the Way to
Make Research Pay Off Now,’’ The New York Times, September 9, 2001,
Section 3, p. 1.
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Chapter 12

F O R M A L I Z I N G A S T R AT E G Y
I N N O VA T I O N S Y S T E M
Your system is perfectly designed to give you the results that you get.
—W. EDWARDS DEMING

For some companies, the pursuit of strategy innovation can be
done on an as-needed, ad hoc basis. Pulling a Discovery team together periodically to explore the future of the market and customer needs will yield a portfolio of new business opportunities
that could keep internal development teams busy for a couple of
years.
However, there are many other companies where the intermittent pursuit of new opportunities is not enough. Industries that
feature a new product line every year rely heavily on understanding
their evolving market and customers. Companies that pursue a corporate strategy of market leadership and the commitment to innovation in their markets will need a more regular infusion of
customer insights and market foresight to fulfill their goals. Companies in a turn-around situation will need to be constantly identifying and exploring their strategic frontiers for new business
opportunities that will lead to their survival.
We believe that every company in the future will have strategy
247
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innovation as one of their core capabilities. Because most companies in the future will have access to information, technology, capital, manufacturing capabilities, and markets, it is the capability of
a corporation to construct an innovative value proposition and a
profitable business model that will determine success. And success
will be fleeting, as competitors will attempt to replicate that success.
If your company could benefit from having innovation as a core
competence, you should consider the formalization of a strategy innovation system. When strategy innovation is formalized, it has a
home. Someone is accountable for it. People know where to go
with questions, suggestions, or information needs. They also know
where to go for results.
Hewlett-Packard’s Inkjet Supplies Business Unit perceived the
need to formalize strategy innovation after their initiative. Terry
Tallis, business planning manager, said, ‘‘We tried to make it a
process internally because the euphoria of the project can wear off
rapidly. How do you get it ingrained in your day-to-day activity?
Who do you go to for a new road map, a new strategy? What happens if the financial environment changes? Who owns responsibility for tracking these changes?’’
The formalization of strategy innovation in an organization also
contributes significantly to the culture of that organization. The
number of companies that list ‘‘innovation’’ as one of their core
values is mind-boggling. Everybody says they value innovation, and
everybody wants their companies to pursue innovative ideas. However, very few companies to date have made a commitment to innovation by formalizing it, building it into the structure and the dayto-day operation of the business. Employees ‘‘hear’’ a lot from their
senior management on how the company should behave. It is what
they ‘‘see’’ from senior management that lets them know when they
are serious and committed to what they say. A company with an
ongoing, formalized practice for strategy innovation will provide a
stimulus for fresh thinking in the organization and, thereby, invigorate its culture.
From the very beginning of the company, the culture at Motorola reflected the commitment that the Galvin family had to innova-
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tion. It has been a result of their constant pursuit of new
technologies and new markets that the company has survived
nearly three-quarters of a century in the volatile electronics industry. According to Bob Galvin, ‘‘You need to have a culture of renewal. My father, Paul, knew that he would be out of business in a
year, so he had to find something else to do when that happened.
He would always be in motion for motion’s sake. He had to renew
the day he opened up. Our driving thrust has always been renewal.
How can we renew what we are doing?’’

Penetrating the Corporate Immune System
Formalizing strategy innovation in a corporation appears, on the
surface, to be a relatively easy process. Just hire a creative person,
give him or her an office and a budget, and prepare for the breakthrough that will fund all the retirement accounts. Nothing could
be further from the truth. Integrating any new function to an organization is a complex process of addressing reporting relationships,
accountabilities, turf battles, salary disputes, and office locations.
Integrating innovation is even more complex than most functions.
Innovation, by its very nature, ‘‘breaks the rules.’’ Pablo Picasso
has been quoted as saying, ‘‘The act of creation is first an act of
destruction.’’ What he meant was that creativity seeks to look at
things a different way. By doing that, the creator is willing to ‘‘destroy’’ the old perceptions or assumptions about something in
order to give it new and different meaning.
Think about this dichotomy for a moment. Corporations are created to standardize and control. In order to survive, the company
must create consistent, reliable product to customers in a way that
maintains the financial integrity of the organization. Internal systems are created to control internal processes—systems that are
rule-driven with reporting processes that alert management to any
deviation from the norm so that corrective action can be taken.
‘‘No surprises’’ is the operative mantra. Nearly everyone in the
management of a company is responsible for preventing actions
that might affect the company’s standard operating procedures.
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The result of these internal processes and controls is a corporate
‘‘immune system’’ that develops, protecting the company from surprises and deviations.
Clayton Christensen, in his book The Innovator’s Dilemma, observed, ‘‘One of the dilemmas of management is that, by their very
nature, processes are established so that employees perform recurrent tasks in a consistent way, time after time. To ensure consistency, they are meant not to change—or if they must change, to
change through tightly controlled procedures. This means that the
very mechanisms through which organizations create value are intrinsically inimical to change.’’1
Innovation, however, is all about change and surprises. It is
finding new ways of doing things, new ways to create value. It leverages surprises in the marketplace, and can create very positive surprises in the corporate boardroom—‘‘what a great idea!’’
But what happens when innovation tries to navigate the corporate hallways on its way to the corporate boardroom? To meet the
changing needs of customers, someone in the company creates a
new product design, signaling a change to your current product
line. The innovation ‘‘champion’’ in the company then takes this
new design concept to the
R&D department, where she
Strategic Point of Tension
is told that the project will
Successful innovation can be
have to wait due to higher
very beneficial to a corporapriority projects. She then
tion
but, in the process, will
shares it with the people in
require it to change. Most
operations, where she is told
corporate systems are estabthat it will require new equiplished to prevent corporate
ment that is not covered in
change
in order to maintain
this year’s budget. The champredictability. The challenge
pion then goes to the finance
for management is to foster
group, which runs some
innovation and change withnumbers that show the proout putting the organization
jected ROI for the new design
at risk for its predictability.
is not as good in the first year
as the planned line extension
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that is coming up. Three strikes, and the champion is out. The
immune system wins. Innovation cannot penetrate the corporate
defense system, the controls designed to maintain the status quo
and eliminate surprises.
This tale has played out thousands of times within companies
across all industries. While well-intentioned senior managers desire
the benefits that innovation can provide, they do not realize the
systemic roadblocks that internal innovation champions encounter.

The Blueprint for Formalizing Innovation
It is possible to integrate innovation into any corporation. It must,
however, represent a commitment on the part of senior management to provide the support and resources necessary to overcome
the corporate immune system.
The following four elements must all be addressed for an innovation system to become integrated into the operating systems of a
corporation:
1. Management mandate
2. Corporate infrastructure
3. Innovation process
4. Corporate culture
Management mandates for innovation will never get off the
ground unless resources are provided via the corporate infrastructure. Information generated in an innovation process will dissipate
without a receptive infrastructure. Even when the right infrastructure and processes are in place, the wrong corporate culture will
ignore the new knowledge and kill the new ideas created by them.
Innovation processes that begin at the company’s grassroots with
the support of the culture will wither without a management mandate. All four of these elements must work together for the integration of innovation to a corporation.
In the early 1990s, Eastman Kodak had an Office of Innovation,
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which was located outside the
Process Tip:
main headquarters building
in Rochester. Although the
Innovation needs to be intestaff there offered valuable
grated into your company,
advice and support to Kodak
not merely added on.
employees who had come up
Trying to add innovation to a
with new ideas, its ultimate
company by setting up an indemise was most likely due to
novation department would
its not being integrated into
be like transplanting a human
the mainstream corporate
heart in a recipient but not
business systems. Recognizattaching the important aring their need for innovation
teries and veins. Without
and the shortcomings of the
somehow being integrally
previous office, Kodak redeconnected to the rest of the
signed this group, integrating
body on a constant, onit more fully to the ongoing
going basis, the transplant
organization and its systems.
will lose its nourishment and
Today, Kodak has a very imvitality and will ultimately
pressive organization, called
fail.
Systems Concept Center
(SCC), aimed at identifying
and integrating innovative business opportunities. Funded by a
portion of the R&D budget, the SCC identifies, develops, and
screens innovative business opportunities and coordinates their
smooth transition to the commercialization group. Unlike the original Office of Innovation, which was ‘‘added on’’ to the Kodak organization, the SCC is ‘‘built into’’ it and appears significantly more
productive.

Management Mandate
The integration of strategy innovation into a corporation must
begin with a management mandate. Because senior management is
responsible for the corporate strategy, anything that helps feed the
process of strategy creation must be initiated by them. In addition,
senior management has the ultimate responsibility for the corpo-
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rate infrastructure. Changes in the infrastructure that will be required for strategy innovation must have the proactive support of
the senior management group.
What form should this ‘‘management mandate’’ take? We believe
that management should not mandate a process for strategy innovation, but should mandate the desired output.
Employees in many corporations have been inundated with
processes over the last several decades. In an effort to streamline
operations and increase the bottom line, management has mandated quality control, reengineering, Six Sigma, and many other
internal processes. The goal for strategy innovation is not to have
employees implementing a new process. The goal should be focusing on an output—a portfolio of viable new business opportunities
for the company.
Therefore, we recommend that the management mandate be for
a specified outcome of a strategy innovation process. We most admire how the management mandate was carried out at 3M under
the leadership of Bill Coyne. When Coyne became senior vice president of R&D for 3M in the early 1990s, he began looking for ways
to improve the level of innovation in the company. As he talked
with people across the business units and laboratories of 3M, he
discovered that there were many exciting new technologies that
were languishing in the labs because higher priorities were being
placed on a large number of lower-risk line extension products.
Although 3M had successfully evolved an innovation culture that
was aggressively proactive and not constrained by a corporate ‘‘immune system,’’ still it required fine-tuning to increase the emphasis
on the nonincremental to breakthrough opportunities. Coyne explained, ‘‘We knew that we had to produce fewer, but better, products. Their time lines were longer, and they represented greater risk
to the company, so the business units were not supporting these
opportunities on their own.’’ Knowing that the depreciation rate of
technologies was increasing, Coyne searched for a way to stimulate
the development and introduction of these technologies to the marketplace.
Building off a previous program already in place, Coyne created
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what he called Pacing Plus programs throughout 3M. Pacing Plus
was an attempt to find one or two products or new business platforms in each business unit that were strong enough to make a
significant impact on the market. Specifically, Pacing Plus programs
were defined by the following characteristics:
◆

Capable of ‘‘changing the basis of competition’’ in a market

◆

Projected to generate $100 million in revenues

◆

Global in scope

◆

Able to leverage a proprietary 3M technology

Proposals for Pacing Plus programs poured in and were given a
strict review to determine if they were of Pacing Plus caliber. Not
all the business units were able to identify one or two programs to
meet the corporate goal and were instructed by management to go
back and ‘‘try harder.’’ Those that qualified were then provided
with corporate resources to support them. Coyne designated nearly
20 percent of the total corporate R&D budget to helping business
units develop and get these Pacing Plus programs to market. In
addition, they would get priority allocation of resources from the
corporation for engineering tech center support. With this assist,
business units were able to develop their higher-volume, higherrisk programs to help break the cycle of reliance on incremental
line extensions to meet yearly growth targets. Without this support,
the business units were reluctant to support these programs because
of the longer time lines and greater risk to the company.
One of the first Pacing Plus programs to reach the market in
1996 was Dual Brightness Enhancement film, which increases the
brightness of LCD screens in laptops and other electronic displays.
A year later, the 3M Pharmaceuticals Division introduced Aldara,
an immune response modifier in cream form for the treatment of
genital warts. In 1998, CEO and board chair L.D. DeSimone announced that ‘‘Pacing Plus programs have the potential to reach
over $6 billion of annual sales at maturity.’’2 Although current 3M
CEO Jim McNerney is using a different approach to innovation, his
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corporate R&D commitment to the development of innovative new
technologies at the business unit level has increased from 20 percent to 30 percent. While the form of strategy innovation initiatives
will change as the market needs change, 3M’s management mandate for innovation will continue.
In addition to stating the desired output of strategy innovation,
the management mandate should include a tangible infrastructure
change, clear accountability for results, an impassioned appeal, and
the identification of a strategic frontier.
Tangible Infrastructure Changes

The management mandate for strategy innovation must include
tangible infrastructure changes. Employees do not ‘‘hear’’ mandates; they recognize them when they ‘‘see’’ them. Tangible changes
of some type from senior management represent a commitment to
what they are proposing. The greater the tangible change that is
made, the greater the perceived commitment. Examples of tangible
changes to consider might include reallocation of budgets, the creation of a new group or department, or new guidelines for bonuses
or yearly reviews.
When Procter & Gamble launched its Corporate New Ventures
organization, a net was cast wide across the organization to identify
the most capable P&Gers to staff the effort. While identification of
the right individuals was easy enough, recruitment was a challenge.
There was no precedent of successful career paths that went outside
of a corporate sector and through an organization like Corporate
New Ventures. The solution to this dilemma demonstrated a clear
management mandate. Senior officers met with individual candidates and informed them that their promotion paths would likely
accelerate due to this innovation assignment.
At Eastman Kodak in the early 1990s, R&D budget changes were
implemented that helped stimulate the change in strategic direction
of that imaging giant. Bob LaPerle explains, ‘‘There is no question
that it takes a while to change the strategy and culture of a large
organization. We were able to first make a dramatic change in the
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R&D spending. By 1992, there was a significant shift in spending
away from silver halide projects toward projects aimed at digital
and hybrid approaches. QuickTake, the world’s first digital camera,
was an early success.’’
The Carl Zeiss company pioneered the science and business of
optics in 1852. In 2001, the Zeiss board and management team, led
by chairman and CEO Dieter Kurz, conducted a worldwide strategy
innovation initiative that created a future road map and vision for
the future of the company. The tangible infrastructure change that
signaled this commitment to strategy innovation was the creation
of a vision office, led by Vice President Marc Vogel. This office
coordinates a series of global strategy initiatives, acts as a communications hub, and keeps the organization’s scorecard on its metrics
for success.
Clear Accountability

A successful management mandate must be clear about who is responsible for the results. Because new business opportunities involve most functional areas in the organization, it may not be clear
to the functional groups that will be held accountable for the results.
At the same time, we recommend that the person or group responsible for the new business opportunities be involved in the establishment of the mandated results. Holding people accountable
for unrealistic goals or providing them with inadequate resources
to achieve those goals is counterproductive to the mandate and will
jeopardize the formalization effort. Because people support what
they help create, allow the responsible group to be part of the creation of the goals and identification of the required resources.
Impassioned Appeal

A mandate for innovation is different from a mandate for operational efficiency. Senior management can convince the company,
through a myriad of charts and financial analyses, that they need to
cut costs to remain competitive in their market. A rational, quanti-
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tative appeal will appeal to the rational, quantitative need for
greater efficiency.
Strategy innovation is not a typical, quantitative goal, so it should
not be communicated to employees in a rational, quantitative way.
Strategy innovation is a bold leap into a new future. It is a rallying
cry for growth, a clarion call to lead others into the future, to
achieve new levels of performance and success. It is often vision- or
mission-based. It speaks to what is possible to achieve. It taps into
the wishes and aspirations of everyone—customers, employees,
shareholders, and other stakeholders. For these reasons, we suggest
that the management mandate for strategy innovation in a company include an impassioned appeal. Tap into people’s aspirations,
cite their need for challenge, or highlight the opportunity for everyone to make a difference (and grow in the process). Appeal to their
hearts through emotions, not to their heads with numbers.
Strategic Frontier

The management mandate for strategy innovation should include
reference to the company’s strategic frontier. In 1961, U.S. President John F. Kennedy delivered his famous mandate for stimulating
the growth of the U.S. space program by specifying a new strategic
frontier, an American on the moon by the end of the decade. Highlighting the focus of strategy innovation will help people see that
this is just not a random process being introduced to the organization, just in case it might help the company. Instead, identifying
the strategic frontier as the goal to be achieved through strategy
innovation will help employees see it as a tool to help the corporation get where it wants or needs to be in the future.

Corporate Infrastructure
There is no one-size-fits-all recommendation for corporate infrastructure to implement strategy innovation. Every corporation is
different, sometimes radically different. For example, a small,
highly entrepreneurial company may require only minor fine-tuning to integrate a system of innovation. On the other hand, a large,
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hierarchical corporation that has been successfully managing and
line-extending one product over the last five decades will require
dramatic changes to become an organization with the capability of
strategy innovation.
The integration of strategy innovation to a company must include changes to the corporate infrastructure. Strategy innovation
needs:
◆

A home

◆

Resources to operate

◆

Metrics to assess its performance

Home

Where should the responsibility of strategy innovation report
within a corporate infrastructure? We believe it should report directly to the division or corporate president. Strategy innovation
is a cross-functional effort, requiring the involvement of all major
departments—R&D, product development, marketing, operations,
sales, and finance. To have strategy innovation report to any of the
functional silos would place more emphasis on that function, which
may not be warranted.
Reporting to the division president will maintain the visibility of
strategy innovation and perhaps also shield it from inappropriate
budget squeezes. Whenever budget concerns force a company to
make trade-offs in their spending, the budget for today’s programs
will always win out over the budget for future programs. The urgency of today triumphs over the importance of tomorrow. By reporting to the president, strategy innovation will be more shielded
from this inclination, assuming that the president is being held primarily responsible for the future.
The location of the strategy innovation function is an issue that
is handled differently by the companies we have worked with. Procter & Gamble set up their Corporate New Ventures (CNV) group
on their main campus in Cincinnati, maintaining proximity to key
people in the organization and reporting to the company’s COO.
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The story is told that Craig Wynett’s CNV group originally shared
office space with several corporate vice presidents, until they were
asked to find a different office because of the enthusiastic noise they
created.
In a different approach to location, Barclays Global Investors
(BGI) sent the developers of iShares to a location down the street,
away from the daily activities of BGI. The idea, according to Garrett
Bouton, CEO of the Global Individual Investor Business of BGI,
was a deliberate attempt to create a different, more entrepreneurial
culture from the rest of the organization.
We incubated iShares as a separate business outside the
company and allowed it to grow independently. We put
people in a different building and gave them a separate
identity. They cooperated with BGI when necessary, acting
more like a BGI client. It gained a lot of momentum, almost eclipsing the BGI in importance. After eighteen
months, we brought them back to this building, where they
were challenged to maintain that entrepreneurial spirit.

Regardless of where a company’s permanent strategy innovation
group is physically located, it is very important that they have their
own space. Let the group design the space to fit their working style,
which will likely include flexible, comfortable, stimulating common
space in lieu of typical corporate-gray cubicles.
Resources

We include both people and funding as part of the resources for
formalizing strategy innovation.
People

Because strategy innovation is a cross-functional effort, it should
include representatives from the major functional groups. We have
seen it work as either a matrix reporting relationship or a separate
cross-functional group. If the strategy innovation group is not a
full-time responsibility, it is critical to have a commitment from the
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people involved that it will nevertheless be a high priority in the
allocation of their time and attention. If it is a full-time responsibility, you will want to carefully consider both career path and compensation issues involved, to be sure you are getting the strongest
people possible in this group.
As for the type of people who should be involved in strategy
innovation, it is not necessary to staff it with only ‘‘creative’’ people.
Creativity plays an important role in the strategy innovation process but other skills are useful also. For example, you need to have
people who are good at gathering insights, from customers and
other information sources. You will also need employees skilled in
evaluating or assessing market viability for new products and people who can help plan implementation strategies.
The people who are most effective in working in strategy innovation are those who are open-minded and comfortable dealing in
ambiguity. Open-minded people are more likely to see the potential
for opportunities in a situation than those who are more closedminded and judgmental. Because the strategy innovation process is
heuristic and iterative, there is no one pathway or progression of
steps that will guarantee success. There will be dead ends and times
of uncertainty, particularly when dealing with the future. People
who appreciate structure in their work and need to follow a delineated plan will find the ‘‘fuzzy front end’’ of strategy innovation to
be frustrating.
Funding

The other major resource component to formalized strategy innovation is funding. How much should you invest in strategy innovation? Obviously that will differ significantly by industry and by
company within an industry. We have seen a spectrum ranging
from tens of thousands of dollars to hundreds of millions of dollars.
One way to approach this question would be to ask how much you
would be willing to spend in order to identify a new business that
would be capable of generating $XX million per year. What is that
worth to you? Think of it in investment terms, perhaps looking at
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the net present value after calculating the discounted future cash
flows.
Another approach to the funding dilemma is to consider how
money is currently allocated to new products throughout the company. Some companies have five or six groups all pursuing, in an
uncoordinated way, new products. By pooling funds and providing
a focus for the work (the strategic frontier), you may find strategy
innovation to be no more costly and much more efficient and prolific than the programs that are currently in place. Also consider
carving out some portion of your R&D budget for this effort.
To find the right level of funding, think about experimenting
with strategy innovation using a ‘‘beta’’ approach. Start small. Identify a few good people, give them some money to spend, and see
what they come up with in terms of new opportunities for the company to consider. Then, debrief their process after a period of time
and see what could have been done had additional funds been available. Decide if it would be worth the additional investment. If so,
let them run a little longer and check their results again. Experiment, learn, adjust, experiment again. How ironic to think you
might be able to create quantum leaps in your business through
incremental steps in this beta process.
Metrics

Some people consider the ‘‘fuzzy front end’’ of new product development to be like a black hole in a black box. It draws vast quantities of people and resources into it but nobody is really sure what
happens inside or when results can be expected. When asked, the
people in charge of the process claim that it is a creative process
and creativity cannot be rushed or scheduled. This only adds to the
mystery.
We see it a little differently. It is true that because creative processes are heuristic and iterative, it is difficult to schedule exactly
when ‘‘success’’ will be achieved. However, that should not imply
that anything short of the final ‘‘success’’ does not have value. New
business opportunities do not just emerge from nothingness. They
evolve from earlier forms, which can be tracked and measured.
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This book has outlined the strategy innovation process as a progression of outputs leading ultimately to new business opportunities (see Figure 12-1). For example, the first output is a prioritized
listing of strategic frontiers. If you are in a company that knows
its strategic frontiers, you have something valuable that remains a
mystery to the vast majority of companies we talk to. Strategic frontiers are a goal; they are defined, and they can be tracked.
After strategic frontiers come insights. Each insight gained in the
Exploring Phase has value to the company, because it represents
value in the marketplace. Once identified, insights can be put in a
database, where they will continue to have value until the marketplace changes significantly. Set a goal for the number of insights
you want to generate per year and then track that number.
The next step in the evolution of new business opportunities is
‘‘beginning ideas.’’ A beginning idea is an insight translated into an
initial description of a business opportunity. However, because this
initial description serves only as a stepping-stone to the creation of
a finished business concept, we do not believe that there is value in
archiving and tracking beginning ideas.
Finally, the output of the Discovery Process is finished business
26
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9

Strategic
Frontiers

Insights

Concepts

Figure 12-1. Strategy innovation metrics.
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concepts. These are the beginning ideas that have been further developed and refined, perhaps several times. Concepts are what you
evaluate in your new product evaluation process. They represent
new business opportunities and, as part of a portfolio of options,
are significant assets to your company. Concepts should also be
included in the metrics of the strategy innovation process.
At some point, the Discovery Process outlined in this book becomes a quantitative game. If you want to come up with one viable
new business opportunity, that means you may have to generate at
least twenty to thirty new business concepts. For each business concept, you may have to create more than twenty to thirty beginning
ideas. Each beginning idea may require ten to twenty new insights.
Of course, these numbers will vary by the size of business desired
by the company.
According to Bob LaPerle, Kodak assumes that it will take 3,000
‘‘beginning ideas’’ to create one significant new successful business
opportunity. The numbers will vary by team but the point here is
that the process is not an unpredictable black box. The components
can be identified and appropriate metrics established. This aspect
of the Discovery Process is quite similar to the approach of most
successful venture capital companies that monitor their prospective
investments.

Innovation Process
As mentioned earlier in the chapter, the management mandate
should not specify that the company will take part in a strategy
innovation process. It should specify the outcome that management
desires and let the organization decide the appropriate process to
achieve those results.
We highly recommend that you use the five-phased process outlined in this book for your strategy innovation process. That’s why
we wrote the book. It is a proven, hands-on technique that works.
Whether you are using an ad hoc team or a dedicated team, have
them go through the Staging, Aligning, Exploring, Creating, and
Mapping phases.
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Keep your focus aimed externally, on customers and markets.
Don’t try to force their needs into your system of doing things or
your areas of competence. This is a very common way that teams
want to start the search for new businesses—identifying their core
competencies so they can understand what they have to leverage.
This approach will significantly narrow your range of vision on the
frontier, allowing you to see only those opportunities that fit your
abilities. Besides, the way you operate (and your competencies) may
no longer be valuable in a dynamic market. Ask travel agents, or
companies that make typewriters or carbon paper.
Start the process with insights about customer and market needs,
not with product ideas. Procter & Gamble’s Craig Wynett shared
with us his story of an ‘‘electronic suggestion box’’ created by his
Corporate New Ventures group, called myidea.com. When it first
started, they asked employees to contribute suggestions for new
product ideas, such as ways to improve Tide or many of P&G’s
other products. The number of suggestions they received for product improvements was quite limited. So they changed the suggestion criteria and asked people to answer the question, ‘‘What do
you see that is interesting and provocative?’’ The number of suggestions increased dramatically. People are more comfortable identifying insights than translating insights into implications for new
products.
And don’t start the process with one or two insights, start with
more than you think you can ever use. The creative process described here is one of divergence (generate a great quantity) followed by convergence (selection of the best ones to meet your
criteria).

Corporate Culture
Strategy innovation will thrive in an innovative culture. When people in a company celebrate newness and uniqueness, value nonconformity, practice tolerance and flexibility, and tolerate mistakes,
innovation will flourish.
Stan Gryskiewicz describes the basis of a creative corporate cul-
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ture in his book Positive Turbulence: Developing Climates for Creativity, Innovation, and Renewal. He suggests that corporate
attempts to institute a sense of order, control, and focus on their
current business will unwittingly eliminate the sources for innovation and renewal. Organizations need to introduce sources of turbulence, diversity, and dissenting opinions so that employees will
constantly question how the company should change to address
business opportunities of the future. He writes, ‘‘Every big trend
starts as a small, one-of-a-kind blip on the screen, easy to overlook
and easy to dismiss. Only those paying close attention to the turbulent periphery will see it, and only those predisposed to thinking
that turbulence can be positive will see its strategic potential. The
task for visionary leaders is to create an environment where new
information is embraced, not feared.’’3
But strategy innovation can survive in a noninnovative culture
too. The key to survival in a more rigid culture is to isolate and
protect the corporate pioneers. Barclays Global Investors did this by
sending its iShare development team to a separate location outside
company headquarters. If off-site locations are not an option, consider creating a separate space in your building for this group. They
need a place to call home that is not subject to constant comparisons with the rest of the organization.
While we do not pretend to be experts on corporate culture, we
believe that corporate cultures are a by-product of how a company
runs its business. If rules, strict controls, and punishment for mistakes are the primary tools used by senior management in running
the business, the resulting culture will probably be risk-averse, fearful, and unwilling to experiment. If people are empowered to act,
encouraged to take chances, and celebrated for both successes and
failures, the culture will be much more innovative.
If it is true that corporate culture is a by-product of management
activities, then it does no good to try to ‘‘change the culture’’ if you
do not also change the management activities that drive it. We have
heard of many attempts to make a corporate culture more innovative, through innovative awareness campaigns in the lunchroom or
‘‘innovation fairs’’ highlighting new ideas throughout the company.
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Without a management mandate, infrastructure changes, or process changes, these efforts, while noble, will fail in their attempts to
change the corporate culture.
BGI’s Garrett Bouton says about corporate culture. ‘‘An innovative culture has to start at the top. The CEO has to want it and to
celebrate new ideas that result. It could take years to establish but
it’s a valuable thing to have in an organization.’’
This positive reinforcement of innovations and special recognition of those who contribute (at any level) to innovation are valuable tools in establishing the right culture for strategy innovation.
Senior management must be vigilant in communicating the company’s goals and future vision, highlighting the need for constant
innovation and change to reach them.
Beware of other cultural norms that might run counter to the
goals of strategy innovation. For example, some corporations celebrate ‘‘heroes,’’ those people who single-handedly champion a project and, against all odds, succeed. In an environment where people
are looking for opportunities to be a hero, they will be less interested in joining a Discovery ‘‘team.’’ Or worse, they will join a team
and attempt to be its hero, destroying the collaborative dynamics
that are critical to its success.
Teresa Amabile, Harvard Business School professor and author
of Creativity and Context, says this about an innovation culture:
Dynamics within a team can determine the creativity of
both the individual members and the team as a whole. Our
research in organizations suggests that the most effective
creative teams are those that are composed of individuals
who have diverse skills and perspectives and who are open
to each other’s ideas, able to constructively criticize those
ideas, and eager to help each other. All of this is more likely
to happen when the team members communicate freely,
trust and respect each other, and feel that their teammates
are committed to their project’s success.

We have worked with a valuable tool for assessing the corporate
culture as it relates to innovation. It is called KEYS to Creativity, is
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authored by Amabile and Gryskiewicz, and is available from the
Center for Creative Leadership (CCL). This assessment tool measures six aspects of corporate culture that support the work environment:
◆

Organizational encouragement

◆

Supervisory encouragement

◆

Work group supports

◆

Sufficient resources

◆

Challenging work

◆

Freedom

It also measures two aspects of corporate culture that can undermine it: organizational impediments and workload pressure. The
survey, taken by all members of a work environment, can be compared to other corporate environments in the KEYS database as
well as serve as a ‘‘pre’’ level for any change management initiatives
in innovation.

Summary
◆

For many companies, the intermittent use of ad hoc strategy innovation initiatives is not enough. If your company could benefit
from having strategy innovation as a core competence, consider
the formalization of a strategy innovation system.

◆

To be successful, a formalized strategy innovation system must
penetrate and co-exist with the corporate ‘‘immune system,’’
which protects it from undesirable change.

◆

The four elements that must all be addressed for an innovation
system to become integrated into the operating systems of a corporation include:
◆

Management mandate: The senior management commitment
to strategy innovation, which could include tangible infra-
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structure changes, clear accountability for those involved, an
impassioned appeal, and the focus on a strategic frontier.
◆

Corporate infrastructure: The establishment of an infrastructure for strategy innovation so that it has a home, resources
with which to operate, and metrics to assess its performance.

◆

Innovation process: The development of a specific process for
identifying and evaluating new business opportunities, such as
the Discovery Process.

◆

Corporate culture: The establishment of rules, norms, and recognitions in support of strategy innovation will ultimately create a culture that is supportive of strategy innovation.

Endnotes
1. Clayton Christensen, The Innovator’s Dilemma (Boston: Harvard Business School Press, 1997).
2. L.D. DeSimone, 3M News, www.3m.com, May 12, 1998.
3. Stan Gryskiewicz, Positive Turbulence: Developing Climates for Creativity, Innovation, and Renewal (San Francisco: Jossey-Bass, 1999).
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T HE F UTURE
I N N O VA T I O N

OF

S TR AT EG Y

I cannot manage the past. There are other people in
my government who manage the present. It is my
unique responsibility as the leader to shine a spotlight
on the future, and marshall the support of my countrymen to create that future.
—MARGARET THATCHER

We began this book in the Introduction by defining a migration
over the last half-century for ‘‘imagination’’ in corporations—from
a personal skill to the creation of strategy in the boardroom. What
will happen in the next half century? We see a trend for which we
have a high level of clarity, confidence, and conviction. A capability
for strategy innovation will be a base requirement for those companies who are, or aspire to be, market leaders. What are some of the
early indicators of this trend? We see strategy innovation being
taught to the future leaders of corporations around the world.
In May 1999, INSEAD, a respected European business school,
hosted a gathering of elite business leaders, academicians, and
proven innovators to ask the ‘‘big’’ questions surrounding strategy
innovation. Having observed the innovative strategic approaches of
companies like IKEA, Swatch, and Southwest Airlines, INSEAD
269
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now wanted to intellectually examine, at a deeper level, the ‘‘how’’
behind strategy innovation. This conference examined such issues
as:
◆

What can the independent entrepreneur or the CEO of an
established firm do to increase the odds of strategic innovation?

◆

How should internal processes be reshaped, so that they generate and support the more radical and ambitious strategic
innovations that lead to a sustained competitive advantage?1

The gathering at that conference included board members from
Johnson & Johnson, Bayer, and Dentronic; executive officers from
Glaxo Wellcome, Monsanto International, and BASF; and academicians from Oxford, the Wharton School, and the London Business
School. What was the primary message that INSEAD received from
this elite group? Strategy innovation is not only being encouraged
in organizations, but it will be demanded in the corporate boardrooms of the future.
In addition to the INSEAD conference attendees, MBA students
from Harvard, Duke, and Stanford business schools, to name a few,
are being exposed to the concept of strategy innovation. As global
businesses in technology-driven markets become more competitive,
they will need more than management control systems and costcutting skills to deliver a consistent bottom line. These future business leaders will need to have strategy innovation as a corporate
competence to expand and create markets, driving revenue growth.
The need for strategy innovation will not be limited to those
companies that are very large and global in scope. The software
firm in Ireland, the health food store in Singapore, and the fitness
center in Rio de Janeiro can all benefit from strategy innovation.
Strategy innovation will be driven by the company’s desire to offer
their customers greater value, keeping them one step ahead of current and future competition, or on a different playing field entirely.
These leading companies of the future will focus on, and be in-
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fluenced by, their customer’s current and emerging needs. They will
be the ones with a capability to discern and assess the future forces
in their dynamic markets. They will be the ones most agile in adapting their business models to these new customer and market insights. These companies will be diligent, proactive custodians of
their future frontiers, constantly exploring for their proprietary and
profitable futures.
By 2050, we believe that many of the companies whose stories
we have shared in this book—3M, IBM, P&G, Carl Zeiss, Moen,
Kodak, and others—will have maintained their leadership and vitality, but in different businesses with different business models
from what are in place today. They will have strategically innovated
to more profitable positions in current and future markets.
Finding those new positions and new markets must become a
priority for corporations everywhere. Larger, global enterprises
looking to be leaders in the marketplace will need to formalize or
systematize a process for strategy innovation, making it a core competence. It can be done. P&G existed for 150 years before exploring
any of the ‘‘frontiers’’ between their business sectors. Now, strategy
innovation and creativity are embedded in the corporate vocabulary and associated with new markets, new growth, new shareholder
wealth. As Craig B. Wynett, founding director for Corporate New
Ventures at P&G, recently wrote, ‘‘. . . when a fast-track woman
passed up the prestigious job of Tide brand manager to join CNV,
we knew we were onto something.’’2 When corporate language and
preferred career paths change to provide an orientation toward
strategy innovation, the organizational shift, we suspect, is profound and enduring.
Some of these larger companies will embrace a commitment to
a system of strategy innovation faster than others. When senior
management mandates this change, supports it with resources and
infrastructure changes, and keeps the management of the future
in balance with the management of today, it will happen. Other
companies will struggle in their efforts to integrate strategy innovation, finding it difficult to effectively address and counter the effects
of ‘‘corporate gravity’’ and the ‘‘corporate immune’’ system. Don’t
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give up when you encounter these obstacles. Strategy innovation is
not a quick fix. You are not putting a patch on a tire that is losing
air; you are building a new tire—while the car keeps moving! Use
your creativity to find ways to address these obstacles and keep
moving toward your goal.
For a majority of companies, however, strategy innovation will
not be integrated as a formalized system, an ongoing core competence with an infrastructure and a corporate career path. For these
companies, strategy innovation will be used as a tool to greatly improve the strategic planning process. These smaller companies will
form an ad hoc, internal team and charge them with identifying
and aligning on the exploration of one or more strategic frontiers.
The insights gained on the frontiers will be translated into a portfolio of new business opportunities and strategic road maps for the
future that will add significantly to the strategic planning process.
Having options of new growth platforms will help senior management craft leadership strategies, rather than relying on the default
strategy of incrementalism.
Successful strategy innovation begins with a commitment to
make your company more vital, more proactive, and more prosperous in the future than it is today. That’s step number one. Step
number two: Use this book!
Step number three would be to share the results of your strategy
innovation journey with us. Let us know what worked, what did
not work, and how you will do it differently next time. We have
shared stories with you and would love to hear your stories of life
on the strategic frontier. Contact us at www.thevisterragroup.com.

Endnotes
1. INSEAD conference brochure.
2. Craig B. Wynett, T. George Harris, ‘‘Yes, You Are a Creative Genius,’’
Spirituality & Health, Winter 2003.
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Aligning Phase—The second phase of the Discovery Process,
where the Discovery team and senior management align themselves
on the focus and scope of the strategy innovation initiative, agreeing on the strategic frontier(s) to be explored.
Bifocal vision—The ability of senior management to balance the
realization of both near-term and long-term opportunities.
Business model innovation vector—One of three areas to be explored by the Discovery team for the identification of insights on
how innovations in business models could add value to the company.
Business opportunity—Any new product, service, or significant
change in a company’s current business model that results in a new
or improved revenue stream for the company.
Collaboration—A style of group interaction where all team members enter the process with an open mind and a willingness to
explore together, define together, and select together the opportunities that will meet the shared objectives.
Convergent phase—The second step of any creative process, when
the ideas and options generated in the first (divergent) step are
prioritized, according to some evaluation criteria.
Corporate gravity—An invisible force that prevents employees
from venturing too far from the current business model.
273
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Corporate immune system—The role played by current corporate
systems and processes to ‘‘repel’’ anything that threatens the current stability of the overall business system. While it repels things
that threaten the system, it also acts to repel things that could improve the system.
Corporate myopia—A condition where the urgency of today’s
business supersedes the importance of the future business, resulting
in a nearsighted perspective.
Creating Phase—The fourth phase of the Discovery Process, where
the Discovery team uses its new insights from the strategic frontier(s) to create, refine, and develop a portfolio of new business
opportunities for the future.
Creativity—The innate developable skill for generating novel ideas.
Customer value vector—One of three areas to be explored by the
Discovery team for the identification of insights on what has value
to customers.
Discontinuities—Events, products, or technologies that dramatically alter some aspect of the future because they cause large-scale
changes in behavior.
Discovery brief—A document prepared by the members of the
Discovery team that contains information that would be helpful to
begin the Discovery Process initiative.
Discovery drift—The perceived gap between new strategies being
considered by the Discovery team and the company’s current strategy. If this gap becomes too large, senior management often rejects
the new strategy as too much of a change for the company to
handle.
Discovery Process—A five-phase process for the identification and
mapping of new business opportunities that leads to strategy innovation. It is also referred to as a strategy innovation initiative.
Discovery team—The core group of people responsible for the implementation and results of the Discovery Process.
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Divergent phase—The first step of any creative process, when new
ideas or options are generated in great quantity, without regard for
feasibility, practicality, efficiency, or effectiveness.
Dreaded delta—The gap between projected future revenues and
the company’s growth targets, which often triggers the need for
strategy innovation.
Ethnography—The growing field of observational research, a term
first used to describe a research method in the field of cultural anthropology.
Evaluation criteria—The screening criteria used by the Discovery
team to prioritize the new business opportunities they develop in
the Creating Phase.
Exploration vectors—The areas to be explored by the Discovery
team for the identification of insights with value-adding potential.
The three vectors recommended are: customer value, market dynamics, and business model innovation.
Exploring Phase—The third phase of the Discovery Process, where
new insights are identified on the company’s strategic frontier(s),
providing the raw material necessary for the development of new
business opportunities.
Extended Discovery team—A group of managers who participate
in the Discovery Process on a part-time basis, typically attending
high-profile exploration activities and review or alignment meetings. They are normally asked to be involved in the process because
of their experience, expertise, or implementation responsibilities.
Focused exploration—A streamlined alignment process between
the Discovery team and senior management based on the identification by senior management of the specific strategic frontier(s) to
be explored by the Discovery team.
Foresight—An understanding of what is possible in the emerging
future.
Formalizing—The process of creating a permanent, internal corporate system for strategy innovation.
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Future-pull—The aspirational attraction that one feels towards the
identification or creation of some compelling future state.
Fuzzy front-end—As part of the new product development process, often the name given to the early part of the process where
new product ideas are first identified.
Immersions—In the Exploring Phase, the involvement of the Discovery team in a new environment (of customers’ lives, in the marketplace, etc.) for observing new insights.
Incrementalism—The strategy of meeting revenue growth targets
through the introduction of products that are only marginally different from (better than) existing products. Frequently the products
are ‘‘new, improved’’ versions of current products, or line extensions.
Innovation—The process for implementing creative ideas.
Insight—Any new understanding or perception about customers,
market dynamics, or business models that could reflect added value
in the marketplace. Insights form the basis of new, value-creating
business opportunities that, in turn, form the basis of strategy innovation.
Interactions—In the Exploring Phase, events set up by the Discovery team for the exchange of information (with customers, market
experts, etc.) that could lead to insight identification.
Mapping Phase—The fifth phase of the Discovery Process, where
the Discovery team creates a strategic road map, outlining key
events, trends, market discontinuities, and milestones to move the
company into its new strategic future.
Market dynamics vector—One of three areas to be explored by
the Discovery team for the identification of insights on what could
represent value in the marketplace of the future.
Open exploration—The alignment process between the Discovery
team and senior management, where the Discovery team explores
and recommends to senior management the specific strategic frontier(s) to be explored.
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Opportunity format—A tool (form) used by the Discovery team
in the Creating Phase for the development of new business opportunities.
Provocateur—The role played by outside experts (or thought leaders) in a thought leader panel, where the goal is to stimulate the
Discovery team with provocative thoughts and insights rather than
give coaching or advice.
Safaris—An immersion technique for the Exploring Phase, often
consisting of customer visits for observing their environments.
Sponsor—The senior management individual who serves as liaison,
mentor, and spokesperson for the Discovery team throughout the
Discovery Process.
Staging meeting—The time when the Discovery team gathers to
understand the scope of the initiative, to share the Discovery Brief,
and to create the team.
Staging Phase—The first phase of the Discovery Process, where the
Discovery team is selected, key roles are identified, the objectives
of the initiative are established, and the team is prepared for the
process.
Stake-outs—An immersion technique for the Exploring Phase,
consisting of observing customers outside their living environments, such as retail stores or public places.
Strategic frontier—The unexplored area of potential growth that
lies between today’s business and tomorrow’s opportunities. It is
usually a market, product, technology, or business process that represents potential new growth for your company.
Strategic Opportunity Spectrum (SOS)—The wide range of new
business opportunities that can result from the Discovery Process.
The spectrum runs from shorter-term, lower-risk, market-entering
opportunities that are on the ‘‘visible’’ part of the strategic frontier
to the longer-term, higher-risk, market-creation opportunities on
the ‘‘visionary’’ part of the strategic frontier.
Strategic planning—The process of deciding on the company’s tactics for competing in the marketplace.
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Strategic road map—A corporate time line into the future that
identifies the crucial activities, milestones, and marketplace events
that must take place for the new business opportunity to succeed.
Strategy innovation—Shifting a corporation’s business strategy in
order to create new value for both the customer and the corporation.
Team captain—The Discovery team member who is the leader of
the team and primary contact for the Sponsor.
Thought leader panel (TLP)—An insight-gathering technique for
the Exploring Phase, consisting of the interaction of five to six ‘‘experts’’ in a variety of areas relevant to the future of a strategic frontier.
Unarticulated needs—The opportunity areas for products and services that could add value to the lives of customers but that, because
of their limited experiences and perceptions, customers are not able
to describe or define.
ValueProbe—A customer interaction technique for the Exploring
Phase, consisting of a group discussion with customers around
what has value in their lives.
Visible opportunities—New business opportunities that are currently ‘‘visible’’ on the strategic frontier. They tend to be shorterterm, lower-risk opportunities, where markets are established but
new value can be created.
Visionary opportunities—New business opportunities in a strategic frontier that are not currently visible. Visionary opportunities
tend to be longer-term, higher-risk opportunities, where markets
would need to be created.
Visual illumination—The process of graphically portraying an idea
or opportunity to bring it to life and aid in its communication to
others.
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entrepreneurial role of, 190–19
exploration by, see exploration; Exploring
Phase
formation of, 103–104
ideal size of, 88–89
internal alignment of, 75–76
membership of, 84–85
presentation to management by, 223–225
staging meeting, 99
team players needed for, 87–88
working environment for, 94–99
collaborative, 99
dynamic, 98
divergent phase, 96–97, 187, 204–205, 275
dreaded delta, 113–114, 275
Eastman Kodak, see Kodak
Electrical Specialties Division (3M), 235–237
ethnography, 163–164, 275

.......................... 10127$

evaluation criteria, 275
identification of, 201
as tool for Creating Phase, 200–202
experiments, 172–173
experts, outside, as source of strategic frontier,
128
exploration
fresh approach to, 149
mapping the route for, 145–148
mind-set for, 138–140
preparation for, 137–138
exploration vectors, 146–148
business model innovation, 147–148
customer value, 146
definition of, 275
focus of, 150
interactions vs. immersions, 163–165
market dynamics, 146–147
selecting activities for, 152–1530
Exploring Phase
activities
selection of, 239–240
setting up of, 148
debriefing session, 181
definition of, 40, 275
identifying insights as goal of, 150, 151
steps of, 137
Extended Discovery team
definition of, 275
membership of, 89–90
facilitator, role of, 91
feasibility, vs. innovation, 202–203
focused exploration, 120, 275
football, strategic innovation in, 8–9
formalizing
accountability for, 256
corporate culture for, 264–267
and corporate immune system, 250
corporate infrastructure for, 257–263
impassioned appeal for, 256–257
integration into corporate systems, 251–252
management mandate for, 252–257
process, 263–264
Foster, Richard, 15, 29
future, the
assumptions about, 20–21
failure to focus on, 18–19
failure to understand, 19–20
predictability of, 20–21
proprietary nature of, 21
‘‘fuzzy front end,’’ 35, 276
Galvin, Robert, 166–167, 205, 249
on corporate strategies, 23
on counterintuitive thinkers, 140
and ‘‘rule of 100,’’ 96
Gerstner, Louis V. Jr., 15, 73, 243
Glenn, John, 137
government/regulatory sector, 218–219
Greatbach, Wilson, 86–87
growth, through incrementalism, 15
Gryskiewicz, Stan, 264–265
guided journeys, 174–175
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Hamel, Gary, 10
Hewlett-Packard Inkjet Business Unit, 80, 178–
179, 245–246
Honda U.S., use of stake-outs by, 165–166
Horn, Paul, 244
IBM
‘‘Doubling Value’’ concept of, 243–244
Lou Gerstner’s refocusing of, 15–16
business model innovation, 242–244
strategic innovation at, 11
IKEA, business model innovation, 147
immersions, 153–154, 276
business model innovation, 180
customer value, 162–166
market dynamics, 172–174
incrementalism
definition of, 276
growth through, 15
institutions of, 14
industry trends, as source of strategic frontier,
126–127
information, innovative use of, 6
innovation, see also strategy innovation
as corporate core value, 6
definition of, 276
disruptive, 242
formalization of
see formalizing
innovative products, identification of, 25–26
INSEAD conference, 269–270
insights
definition of, 276
developing lists of, 194–195
as Discovery Process output, 49, 262
generation of, 150, 151
value potential of, 195–197
interactions, 153–154, 276
business model innovation, 177–180
customer value, 157–159
market dynamics, 168–172
intranet survey, as source of strategic frontier, 125
Jager, Durk, 73
Jobs, Steve, 74, 142

Nokia, strategic innovation of, 11
O’Brien, Tim, 60–62, 66, 69, 167, 172
open exploration, 120–122, 276
operational effectiveness, 176
opportunities
visible, 45–46, 141–142
visionary, 46, 142–144
opportunity development sector, 216, 217
opportunity format
definition of, 277
sample, 199
as tool for Creating Phase, 197–200
O’Reilly, Charles A. III, 17–18
Pepper, John, 73
performance, short- vs. long-term focus, 17
Picasso, Pablo, 249
Polaroid, failure to change strategy, 5
Porras, Jerry, 17
Porter, Michael, 176
and Five Forces Model, 22
Procter & Gamble
electronic suggestion box, 264
location of strategy innovation function,
258–259
management mandate for innovation, 255
new business concepts of, 11, 49–50

Kalafut, Pam Cohen, 24
Kaplan, Sarah, 15, 29
KEYS to Creativity, 266–267
Kodak
acquisition of Clinical Diagnostics, 24
mandate for innovation, 252, 255–256
strategy innovation initiatives, 5, 36, 102
Systems Concept Center, 252
Kurz, Dieter, 232, 256
LaPerle, Bob, 36, 76, 90–91, 102, 255, 263
Lewis & Clark expedition, 39, 115
lifestyle experiences, 165
line extensions, to fill revenue delta, 14
Low, Jonathan, 24

renewal, corporate, and strategic innovation,
10–11
revenue delta, 13–14
line extensions used to fill, 14
Rubbermaid, core business vs. strategic frontiers,
118

Mapping Phase
creating road maps, 212–214, 219–221
definition of, 41, 276
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developing measurement tools, 222–223
identifying strategic sectors, 214–219
presenting to management, 223–225
steps in, 212
market dynamics vector
definition of, 276
immersions, 172–175
interactions, 168–172
market foresight, 167
Markides, Constantinos, 10
Mayer, Linda S., 17
McGroddy, Jim, 243–244
McNerney, James, 73, 254
Minnetonka, Inc., strategic innovation of, 9
Mintzberg, Henry, 23
Moen
corporate history of, 58
cultural anthropologist used by, 63
Extended Periscope Team, 62
Future Product Road Map, 60, 68
‘‘leadership through innovation’’ strategy, 70
9-to-5 strategy, 59
and probability of terrorism, 66
Project Periscope Team, 61–62
PureTouch Filtering Faucet System, 67–69
strategic frontier of, 114
thought leader panels used by, 63, 169
Motorola, visionary frontiers of, 142
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safaris, 163–165, 277
Schott Glas company, corporate vision development, 233–234
‘‘scout team,’’ 127
Seccombe, Dana, 80, 245
Shultz, Howard, 74
Slywotzky, Adrian, 148
Smith, Fred, 74, 142
Southwest Airlines, innovative strategy of, 46, 147
specialists, 158–161
sponsor, primary role of, 79–82, 277
staging meeting, 99
Staging Phase
creating the team, 74–77
creating working environment, 94–99
definition of, 40, 71, 277
funding, 93–94
staging meeting, 99–104
stake-outs, 165–166, 277
Starbucks, strategic innovation of, 9
strategic frontiers
benefits of identifying, 132
as corporate vision, 131–132
critical role of, 131
definition of, 113, 114, 277
examples of, 116
focused vs. open exploration of, 119–121
identification of, 119–122
as management mandate, 257
management of, 118
market analysis for determining, 238–239
as output of Discovery Process, 262
prioritizing of, 129–130
sources of, 122–129
types of, 117
Strategic Opportunity Spectrum (SOS), 45, 46
definition of, 277
stretch goals of, 144
visible vs. visionary opportunities, 45–46,
140–144
strategic planning
definition of, 277
and Discovery Process, 50
financial targets in, 30
typical process, 29
vs. strategic innovation, 33, 34, 36, 95
strategic road map
benefits of, 214
creation of, 212–214
definition of, 278
discontinuities built into, 220
as Discovery Process output, 49
identifying strategic sectors, 214–219
milestones for, 220–221
as planning tool, 222
sample, 221
sector road maps for, 219–221
time line for, 215
strategy innovation
as competitive advantage, 7–10
creative process in, 31
definition of, 4, 278
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degree of, 45–46
as discovery process, 33
focus on future, 25
formalization of, see formalizing
funding for, 260–261
future directions of, 269–272
ideal companies for, 52
infrastructure required for, 47–48
key elements of, 47–48
location of function, 258–259
management mandate for, 47, 72
market-centric process in, 32
metrics, 261–263
people as resources for, 259–260
as source of corporate renewal, 10–11
vs. feasibility, 202–203
vs. strategic planning, 33, 34, 36, 95
support team, role of, 92–93
Tallis, Terry, 124, 155, 248
team, see Discovery Team
team captain, role of, 82–84, 278
technology search, as source of strategic frontier,
127–128
technology sector, 218
terra incognita, 115
Thacher Montessori School, 192
thought leader panels (TLPs), 168–172, 178–180
activities for, 240–241
definition of, 278
recruiting experts for, 170
3M
aligning of business assumptions, 112
management mandate for innovation, 253–255
market foresight, 167
Pacing Plus programs, 254
strategy innovation, 235–237
time orientation, in planning process, 33
Tushman, Michael I., 17–18
unarticulated customer needs, 154–157, 278
value matrix, 196
ValueProbes, 158–161, 278
visible opportunities, 45–46, 141–142, 278
vision, corporate
development in global company, 233–234
and Discovery Process, 229–231
and strategic frontier, 123, 131–132
visionary opportunities, 46, 142–144, 278
visual illumination, 193, 278
Wal-Mart, innovative business model of, 4
Walton, Sam, 74
Welch, Jack, 4, 25
Wenmoth, Maureen, 60–62, 64, 67, 69, 163
wild card option, 196–197, 208
Wynett, Craig B., 116, 271
Xerox, tied to old business model, 34
Zook, Chris, 124
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