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Innovation	has	been	a	top	priority	for	companies	
for	years…	
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“We are now in a slow 
growth world...over the next 
20 years (we face)...a more 
global market...more driven 

by innovation” 
 

“A premium (will be) placed 
on companies that could 

generate their own growth” 
 

“We have to change the 
company to become more 

innovation driven” 
 

Jeffrey R. Immelt 
Chairman & CEO, 2006 



…	and	its	importance	keeps	growing	
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Figure 2: Companies value innovation, but are not abandoning renovation.
What are the primary goals of your organization’s innovation efforts? Select all that apply

Base: Excludes “Don’t know” responses
*New items, not asked in 2009 & 2012
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To what extent is your organization’s strategy dependent on innovation (i.e., a market-differentiating change which generates a 
sustainable competitive advantage in a product, service or a business model that created measurable value) for its long term success?

Figure 1: Executives believe innovation is critical to success.
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Source: Accenture 2015 US Innovation Survey 

US executives are unrealistic in believing  
they have the capabilities they need to  
achieve their bold innovation goals. The truth  
is that most struggle to generate the returns 
they seek from their innovation investments.  
To execute effectively, they need to adopt  
new approaches to innovation, learn from  
their past mistakes, and set reasonable goals 
that they can actually achieve. 

The belief among US executives that  
innovation is a critical tool for growth  
and market differentiation is stronger  
than ever. 2015 Accenture research— 
the third in a series of surveys we first  
conducted in 2009 and again in 2012—
confirms that today’s leaders are:

• Highly committed to innovation in  
their organizations 

• Confident in their abilities to launch  
and manage successful innovation  
programs 

• Formalizing approaches and appointing 
senior-level leaders to drive their  
innovation agendas 

• Using technologies to improve  
innovation processes and collaboration

• Establishing remarkably bold  
innovation goals 

Looking beyond their assertions of  
innovation prowess and dominance,  
we found that a significant gap exists 
between what companies want to do  
in the area of innovation and what  
they are able to do. This gap is due to  
several factors, including the challenges 
associated with managing end-of-life  
product cycles, using innovation to  
penetrate new markets, and distinguishing 
transformational product or business  
model innovations from incremental  
innovations such as those aimed at  
refreshing brands or extending  
product lines. 

Companies that fail to align their  
innovation aspirations with their  
innovation capabilities will continue to  
see more nimble competitors from within 
and outside their industries, as well as 
start-ups such as Uber, Snapchat, Airbnb 
and others,1 disrupt their businesses. 
Conversely, those that can infuse leading 
capabilities from adjacent industries,  
challenge the status quo and adopt  
a more flexible innovation operating  
model will achieve greater returns on  
their innovation investments and a new 
level of competitive advantage.

Many companies are on the right  
innovation path. But, as our research 
shows, they have a long way to go.

Innovation defined 
A market-differentiating 
change that generates a  
sustainable competitive 
advantage in a product,  
service or business model 
and that leads to measurable 
value creation for an  
organization.



So	why	is	this	considered	innovation?	
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Oh,	by	the	way:	
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Fact	is,	innovation	is	hard	
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Given	the	low	success	rate,	companies	tend	to	
focus	on	single	market-shifting	opportunities	
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Silver	bullets	can	be	good:	New	packaging	
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•  From 1989, when pre-washed, pre-cut salads were pioneered 
by Fresh Express, through 2006 the category grew 861 percent  

•  Fresh Express is the category leader in the fresh cut produce 
industry, which is now an $11B industry  

•  Fresh Express developed a diverse line of over 100 products 



Silver	bullets	can	be	good:	New	product	
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Silver	bullets	can	be	good:	New	product	

10 Has been on Inc. 500/5000 list of the fastest growing privately held companies the past five consecutive years 



…	but	they	can	also	be	debilitating	

“The	$50	card”	
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Four	common	problems	with	the	silver	bullet	
approach	
§ Focusing	on	product	innovation	only	

– Missing	opportunities	to	innovate	around	the	business	model	

§ Assuming	more	knowledge	than	is	actually	known	
– Confirmation	bias	

§ Risk	of	falling	behind	competitors	
–  Loss	of	focus	on	the	short-	and	mid-term	
	

§ Bigger	failures	
–  Leading	to	corporate	and	individual	risk	aversion	
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What’s	needed	instead	is	a	disciplined,	systemic	
approach	that	can	flex	as	needed	
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Develop	new	
insights	and	
perspectives	

Create	new		
ideas	based	
insights	

Build	benefit-
based	growth		

domains		

Stretch	
elaborate	and	
iterate	the	
opportunity	

Test,	learn	and	
refine	through	
in-market	

experiments	

In-market	
scaling	

Episodic	 Ongoing	&	Constant	



How	to	Win	

1.  Focus on the business model 
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Seek	innovation	at	the	level	of	the	business	
model	
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Who do we serve? 

What do we 
provide? 

How do we 
provide it? 

How do we 
make money? 

How do we differentiate 
& sustain advantage? 



Innovating	around	the	business	model	
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How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 
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Developing	new	perspectives:		
if	you	want	new	answers,	ask	new	questions	
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CONSUMER 
INSIGHTS 

ORTHODOXIES 

CORE 
COMPETENCES 

DISCONTINUITIES 



“Core	Competences”	identify	areas	of	
competitive	differentiation	

19 

…And What It Provides 

•  A basis for grounding the most 
promising opportunities in 
differentiable, sustainable 
capabilities 
 

•  A learning agenda for the 
capabilities we believe we will 
need to develop in order to 
succeed  

What It Is… 

•  A map of the unique bundles of 
skills, processes, technologies, 
values and strategic assets that 
provide the basis for market 
leadership 

Technologies Business 
 Processes 

Assets 

Skills  

Values 

Values 

Values 

Values 



Core	Competence	example:	
Engine	System	Integration	and	Optimization	
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“Orthodoxies”	test	underlying	assumptions	
limiting	business	model	potential	
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…And What It Provides 

•  Provides deeper perspective 
around competitors’ strategic 
moves 
 

•  Isolates elements of the business 
model and asks “Why?” or “Why 
Not?” 
 

•  Tests commonly-held beliefs, 
industry norms and conventions 

What It Is… 

Orthodoxies are a set of deeply-
held beliefs about… 
 

- Who the customer is 
- Customer interface/interaction 
- Benefits definition and value delivery 
- Product/service form and function 
- Processes and operating model 
-  “Ideal” cost and pricing structure 
- Rigidity of the regulatory structure 

 
... “the way things are done here” 
 

Adhering to what is commonly accepted, 
customary, or traditional.

•or tho•dox, adj.



Orthodoxy	example:	
We	develop	and	commercialize	OUR	ideas	and	solve	problems	ON	OUR	OWN	
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Orthodoxy	Description:		We	believe	home	grown	solutions	are	best.		Further,	we	are	the	most	
knowledgeable	players	in	the	industry	and	the	best	at	translating	customer/end	user	performance	
requirements	into	component	and	engine	design.		Products	developed	outside	of	Cummins	likely	
are	of	lower	value	and	pose	difficulties	in	proving	performance	and	reliability,	often	resulting	in	
significant	re-engineering	or	re-work.	

Supporting	Evidence:		
•  We	 do	 very	 little	 inorganic	 development	 of	 products,	
capability	and	expertise	

•  We	 engage	 with	 customers	 to	 understand	 issues,	 but	
prefer	to	take	the	problem	away	and	solve	it	ourselves	

•  Our	partners	are	mainly	suppliers	or	market	access	

Tips	for	Flipping:	
•  What	external	ideas	could	we	potentially	use	or	
improve	to	address	customer	problems	or	deliver	a	
new	benefit?	

•  What	ideas	could	we	more	effectively	pursue	if	we	
collaborated	with	a	partner?			

	



“Consumer	Insights”	deliver	different	and	
deeper	perspective	than	traditional	research	
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…And What It Provides 

•  Drives to the “Why?” (indignities, 
absurdities) behind the 
“What?” (unmet needs) 
 

•  Surfaces unmet emotional needs 
as well as the rational trade-offs 
 

•  Reveals elements of the 
consumer’s experience that can 
be opportunities to deliver an 
improved experience 

What It Is… 

A consumer insight redefines the 
combination of…. 

-  who (consumer target) 
-  what (unmet need, benefit) 
-  why (what’s standing in the way) 
 
… in a way that identifies deeper 
perspectives on underlying needs 
and uncovers significant unmet 
opportunities 



In	many	cases	it	is	useful	to	explore	beyond	your	
direct	customer	
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Us	 Our	
Customer	

What	unmet	
needs	does	our	
customer’s	

customer	have?	

How	can	we	and	our	
customer	better	meet	
the	needs	further	

along	the	value	chain?	

Identify needs across the full value chain, without limiting 
yourself to where you currently compete 

How	can	our	
customer		better	
meet	these	users’	

needs?	

Our	
Customer’s	
	Customer	



Consumer	Insight	research	
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Consumer	Insight	example:	
Real-Time	Responsiveness	
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Thought	starters:			
•  What	parameters	can	be	changed	on	short	notice?	
•  Beyond	specific	driving	characteristics,	what	other	engine	

and	vehicle	characteristics	could	be	changed	in	real	time	
(e.g.,	emissions)?	

•  Which	adjustments	should	be	done	manually	(fuel	
economy	vs.	performance	mode)	and	which	could	be	done	
automatically	(fuel	grade,	altitude)?	

Who	is	the	customer?	–	Drivers	and	equipment	operators	of	all	vehicles.	

What	is	the	need?	–	Usage	requirement	can	change	very	quickly	(in	
“minutes	to	hours”	time	frame)	and	may	only	last	for	a	very	short	while	
(e.g.	“I	need	110%	power	for	the	next	5	minutes”	or	“the	next	50	miles	
are	going	to	be	unpaved	roads”).	Operators	may	need	to	respond	to	fuel	
quality,	use	applications,	geographies,	local	regulations,	traffic,	and	many	
other	variables.		Drivers	want	the	capability	to	automatically	and/or	
manually	adjust	equipment	to	their	changing	requirements.			
	
Why		is	the	need	important?	–	There	are	safety	benefits	and	operating	
cost	benefits	that	can	come	with	the	ability	to	change	a	vehicle’s	
operating	characteristics.	Most	importantly	however,	the	need	is	for	
equipment	use	flexibility,	as	this	reduces	the	need		for	dedicated	
equipment	for	different	environments	&	priorities.	

Help me respond to my variable needs in real time 



“Discontinuities”	describe	watersheds	that	
represent	large	opportunities	(or	threats)	
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…And What It Provides 

•  Provides a proprietary view of the 
future impacting the business 
 

•  Identifies new strategic 
opportunities and potential 
threats 
 

•  Delivers strategic insights on 
potential competencies required 
to compete successfully 

What It Is… 

A discontinuity is a confluence of 
events or trends which 
substantially change structure of an 
industry or “rules of the game” 
 
Substantial changes occurring over 
a relatively short period of time that 
will reshape the world around us 



Discontinuity	example:	World	of	“Big	Data”	
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•  Companies	are	collecting	increasing	amounts	of	data,	often	
beyond	the	ability	to	effectively	process	and	use	the	info	

•  Advances	in	technologies	for	large-scale	storage	and	processing	
of	data	across	distributed	sources,	even	with	unstructured	or	
semi-structured	data	

•  Cloud	computing	will	likely	provide	economical,	scalable	
storage	and	processing	capability	

•  Increasing	data	collection	and	use	keep	concerns	about	privacy	
and	potential	misuse	prominent	issues		

•  What	problems	do	customers	have	that	collectable	
data	could	help	address?		What	might	we	do	to	help	
address	these	problems?	

•  What	data	could	we	collect	that	would	be	useful	in	
product	design	or	for	other	internal	purposes?	

•  Who	else	might	find	value	in	the	data	we	could	collect?		
What	opportunities	might	exist	to	monetize	data	
externally?			

Implications	/	Ideation	Starters	 Status	of	the	Discontinuity	

Industry	use	to-date:	

MEDIUM	

Potential	Impact:	

HIGH	

Extent	to	which	
discontinuity	has	
materialized:	

From To 

Continued	advances	in	data	collection,	processing,	and	transmission	will	further	transform	all	industries.		
In	the	transportation	industry	new	applications	using	this	data	will	extend	well	beyond	today’s	on-board	
diagnostics	and	telematics,	enabling	new	and	improved	functionality	and	creating	opportunities	to	
differentiate.	

FROM:			More	Data	Than	We	Can	Use	
TO:			Everything	Collected	and	Much	of	It	Used	

Supporting	Evidence	



How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 

3.  Ideate in context – CRASH 
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Insight	development	is	part	of	a	process	of	
generating	new	opportunities	
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Crash! 

Insights 
Core Competences 
Orthodoxies 
Consumer Insights 
Discontinuities 

Opportunities 
(hundreds) 



Crashing	example	
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CI: REAL-TIME 
RESPONSIVENESS  

 
CC: ENGINE SYSTEM 
INTEGRATION AND 

OPTIMIZATION 

Cylinder cut-out 
to enable flex 

power 



Crashing	example	

32 

Automatic 
equipment 
certification 

changes 
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O: WE DEVELOP AND 
COMMERCIALIZE OUR 
IDEAS AND SOLVE 
PROBLEMS ON OUR 
OWN 

D: BIG DATA 



How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 

3.  Ideate in context – CRASH 

4.  Look for new growth spaces, not just individual 
opportunities 
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Growth	domains	provide	an	innovation	agenda	
beyond	“one-off”	opportunities	only	
§ A	growth	domain	is	a	set	of	opportunities		

– Anchored	by	an	unmet	consumer	benefit	
– Organized	as	a	sequence	

• Starting	with	what	we	can	go	do	today	
• Ending	with	a	full	realization	of	the	domain’s	value	

§ A	growth	domain	keeps	you	ahead	of	the	competition	

§  It	provides	a	plan	to	add	needed	competences	and	learn	
from	new	markets	
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Domains	contain	a	portfolio	of	close-in	and	
further-out	opportunities	
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End 
State 

Starting 
Point 

Incremental Differentiating Breakthrough 

Differentiating 

Incremental 

Break-
through  



Domain	example:	
Real-Time	Optimization	
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Location-based	
customization	of	
our	products	for	

optimal	
performance	

Automatic	
equipment	

certification	changes	

Cylinder	cut-out		to	
enable	power	flex		

Optimized	regeneration	
of	aftertreatment	

GPS	system	interfacing	/	
communication	protocols	

Automatic	changes	for	safety;	
geofencing	changes	

Multiple	calibration	support	

Simulation	+	
calibration	tools,	
vehicle/fleet	level	

Smart,	real-time		maintenance	info/response	

Deeper	data	integration	
co-operations	

Partnerships	with	data	and	interface	
provider(s)	–	Nokia,	Waze,	etc.	

Flexible	power	capabilities	

Components	diagnostic	
improvements	(OBD)	

Equipment-level	interfaces	and	
buy-in;	certification	agency	buy-
in.	Local	Regulation	agencies	

Hybrid	optimization	

Component/controller	integrated	package	

Temporal	location	data	(weather,	events)	

Vehicle	speed	and	gear	mgmt	
and	transient	torque	mgmt	

Fuel	conservation	

EBU	

Partner	OEM(s)	

CO2	vehicle-level	regulations	

Integrated – GPS to Engine Adjustments 

Big Data 

System	optimization	
without	regard	to	
changing	operating	

conditions	



How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 

3.  Ideate in context – CRASH 

4.  Look for new growth spaces, not just individual 
opportunities 

5.  Manage an innovation pipeline 
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Manage	an	innovation	pipeline	
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Many 

Few 

Few 

Many 

Portfolio  
 of  

Domains 

Portfolio  
of  

De-risking 

Portfolio  
of  

Ventures 

Projects 

Resources 

Portfolio  
of  

Ideas 



How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 

3.  Ideate in context – CRASH 

4.  Look for new growth spaces, not just individual 
opportunities 

5.  Manage an innovation pipeline 

6.  Don’t just “live with risk,” mitigate risk - Experimentation 
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Not	just	risk	assessment;	risk	mitigation	through	
experimentation	(learn	and	apply)	
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Learning 
Investment 



The	first	set	of	experiments	explored	the	right	
“space”	to	play	in	unattended	retail	
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Original Concept: 
•  Leverage McDonald’s asset-based competence that involved the 

13,000 locations in the US as well as customer insights around 
convenience and orthodoxies about only selling food in the store 

•  A convenience store without the traditional labor model, where urban 
walk-up customers would have the convenience of a 7-11 

•  “The Store” would have about 150 slots for products from batteries and 
razor blades and film--the kind of higher margin products that one might 
buy at a c-store 

Learnings: 
•  Customers didn’t buy batteries or razors or film with the same 

frequency as they bought burgers and that inventory was turning over 
at incredibly different rates 

•  One of the high inventory turn items was DVDs, an item that went into 
the box almost as a last minute decision 

•  The variance in turn rates across SKUs challenged their assumptions 
around labor/cost efficiency - some items required more frequent refills 
than others and the entire “store” can’t be refilled at once 

As a business, the first attempt was a failure, but as an experiment, it was a 
great success: They learned what it was that people cared about 



The	second	set	of	experiments	shaped	the	
offering	and	business	model	
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Revised Concept: 
•  Focused on renting DVDs, again in the urban market 
•  The traditional DVD rental model: membership, late fees if 

returned after noon the next day, etc. 
•  Hundreds of titles stocked 
 
Learnings: 
•  In urban areas many people use non-chain rental locations 

and proximity is very important 
•  The vast majority of renters only care about new releases, not 

about 100’s of titles 
•  Late fees and 12:00 deadlines made renters very unhappy 

As a business, it was a failure once again, but as an experiment it was a great 
success: They learned more and more about what the offering should be 



The	final	concept	broke	industry	orthodoxy	and	
served	unmet	consumer	needs	
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Final Concept: 

•  Fees: 99 cents for every 24 hours of rental, after 21 days you 
own the DVD 

•  Rent only the top hits: ~30 titles   

•  Allow returns at any Redbox locations 

•  Focusing on suburban locations* where proximity is less 
important and where people may rent at one location on the 
way home from the city and return at another location going to 
work in the morning 

•  Looking to drive breakfast traffic in the morning and dinner 
traffic in the evening 

By the summer of 2010, Redbox was the number one DVD rental kiosk in the 
US, with over 27,000 locations 

*As Redbox grew, McDonald’s partnered with Coinstar to take the business beyond its restaurants, and as the business expanded it found success in urban locations as well. Then, in 
February 2009, McDonald’s sold the majority of its stake in Redbox to Coinstar. 



How	to	Win	

1.  Focus on the business model 

2.  Develop new perspectives and ask new questions 

3.  Ideate in context – CRASH 

4.  Look for new growth spaces, not just individual 
opportunities 

5.  Manage an innovation pipeline 

6.  Don’t just “live with risk,” mitigate risk - Experimentation 
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THOUGHTS?	
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