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\Viain Messages

Question: how do you change a failing company’s “culture™?
ANSwer: change the way employees Work
[Ip: never mention the word “culture”

"Ihe purpose of business is to create a customer.
| ne enterprise nas two — and only two — basic
functions: marketing and innovation. Marketing and

iNNovation produce results; all the rest are costs.”’




SRl IN 1998

» Famous R&D laboratory in Silicon Valley
* In serious trouble

» Steady decline for ~20 years
- Deeply In dept, selling lana

» Causes
» Opbsolete business moael

» No value-creation playoook
- No trust In senior management
+ Little staft collaboration; many grudges

Overal: a scarcity mindset




NMajor Turnaround

» [ripled revenue to $550M and 2,300 staff
« 5 new INnovation centers across America

» New innovations worth $8s

» David Ladd, Mayfield Ventures, "SRl is now
the world's most productive R&D center”

» Qur value-creation process Is used worldwide:
JS, Japan, Chile, Taiwan, Singapore, Finland, ...

Overall: an abundance mindset




{ogay's [opics

» Culture flows out of the way we work
- WWork practices are the responsibility of management

and creating customer value

* [Nree keys 10 success

» Bveryone must be focused on the customer value-Lreation

Playook

of new, breakthrough innovations

An action plan for the systermnatic creation

- Important customer and market needs

» Value-creation playbook, Including NA

SO value propositions

» ONgoing value-creation forums to rapidly get the answers needed



Question

“ercent of staft In your enterprise that
can describe your Innovation process

o =100%
4 = 30%
3 = 060%
2 =40%
1= 20%
0= 0%
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What is the percentage of staff in your enterprise who can describe your innovation process?

100% 0.6%
80% || 3.2%

so% | ML s o
a0 | I 12.4%

<20%




Superp Partners

Norman Winarsky Alice Resnick Bill Wilmot Len Polizzotto Herman Gyr
Innovation  Communications People Best practices Organization
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FIrst Steps

» Conaducted a staff survey before | came

* |Ssues 1o be addressed: cynicism about management, lose-lose
attitude about collaborating, fear, blaming others, ...

» Strengths 1o be leveraged: achievement, customer focus,
ntegrity, love of SKI, pride, .

» Wrote a response, neld aH hamds met with all groups
» Lunched with staff!




Alignment: Created the SRI Card

» Change = need, vision, action plan
- zarly cynicism

- Management de jour

- Not serious about achievement

» Goal was to get alignment
+ SRI-wide forums
- lterated over the web .
- Continued until broad consensus < -

indepen®® "~ solutions ,Fr"'edomr
nNov alio! , : W S ntefd;sc,

-
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—staplisning the Need, Vision, & Plan

External environment
Customers

Markets
Competition

Seniors leading the way

Current
situation

Desired

Engaging & involving A
Uture

Delivering results
SWOT

Unfulfilled
potential

Value creating

Assessment .
enterprise

Pilot projects
New support

Goal: make the systematic creation of high-value iInnovations inevitaple
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VISION and Plan

- Vision: " Ihe leading iIndependent source

of high-value innovations®
* Plan

* Business moael: world-changing

=&

* FOCUS on Important customer and market needs

D and proactive commercialization

+ Comprehensively use of the value-creation playbook

* EVeryone a champion
* Enviable human values
» Continuous Improvement




otaff and Management

- Status
- Staff was terrific

- Many senior managers didn't want to work collaporatively

* But N0 mMoney for a major management overnaul

» One after the other the disgruntled VPs left

* | was an acting VP for three years

* | made mistakes but eventually we hired superb VPS
who wanted to work collaboratively




Nnnovation's & Disciplines
1. Important customer and market needs

2. Value creation process

BusinessWeek

Top 10 Business
Book of the

3. Innovation chnampions

A INnNovation teams

5. Organizational alignment

Market success



Critical Role of the Value-Creation Playlbook

- Best practices — a "playbook” for staft
 FOCUS ONn customers, both internal and externa

- Common language and tools for value creation

- Processes 1o rapialy learn and create

- Major competitive advantage
-Important to staft

- Concepts seem easy — they are not!

Value-Creation
Playlbook

n action plan for the systematic creation

of new, breakthrough innovations




‘Important” Versus “Interesting’
- Important, growing opportunity In the “white space’

N A

- Metric driven: e.g., $TO0Ms for new ventures
- 2-10X better

- Detensible solution and business mode

- Beach-head market that could be "owned”

- Customer really cares

. Pain killer: not a vitamin @
- High priority — urgent C

- \We really care




nings | Dian™
a\Velle/sle

- Say and Did say—Repea

ealy

» Culture change — no, work smarter through value creation

» Fall fast to succeed early — no, leam fast

+ lake rsks — no, mitigate risks
- Management or leader — No champions

+ Always

+ Achievement—change the world—make an impact
- Abundance of Important customer and societal needs
» Intense collaboration and iteration

» Great human valu

CS



Question

“ercent of meetings In your enterprise that
start off with the customer's needs

o = 100%
4 = 80%
3= 060%
2 = 40%
1= 20%
0= 0%
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What percent of meetings in your enterprise start with the customers' needs?

100%
80%
60%
40%

<20%
Not Sure

3.1%
9.0%
13.7%
18.1%

8.4%




Cost

NMost Fallures Start at the Start

\ \ \
NO VALUE PROPOSITION

Most
Failures

=& & concept  Design Devt ~roduction

< 20% of R&D has any value for stakeholders




NABC Value Propositions

Need
Approach

Benefits/costs

Qompetition or alternatives




The Opjective

Address an important customer and market

Neced with a new, compelling, and detensible

Appmach, Ncluding a business Model to provide superior

Benefits/costs when compared to the

Ccmpetition anad alternatives

ouccesstul value propositions are:
-Quantitative: bigger, better, faster don't cut it

asy to understand and rememboer




The Most Common Faillure

N BsC

>05% of presentations are like this




Crtical Importance of NABC

* FOCUSES everyone on the customer and

creating customer value
- Applies to every position In the company

Value-Creation
Playbook

1
- SImple
An action plan for the systematic creation

of new, breakthrough innovations

- FUNdamental

- Effective and efficient



Value-Creation Forums

-Recurring, multidisciplinary, and tacilitated meetings
- 3-5 teams, 2-10 minute NABCs with feedback

- Risk-reduction, golden nuggets, "obring-it-to-life”

- Resources are metric driven



oW Hign-Vvalue Innovations Develop

* Initial target Important

opportunity

—Nd result

Value creation

Customer Value

Start @ Interesting problem

- lime




Development of Sir

CALO R&D
oroject

NABC Value Propositions =



Organizational Architecture

Top down

l

. Value-creation
support team

Outside VCs ,
& partners

Bottom up




=xample: Augmented Mobility

1. Important neea 2.Key Insignt: exoskeletons 4. Solution:
are heavy, restraining, wearab
and power hungry ‘

3
e
= |
v i
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Champions Drive Value Creation

- [here must e a champion

- Selects an important neeo

- BuUllds and Inspires a great team
- Organizationally responsible NO project

+ Has/acquires needed value creation skills No exception

NO champlion

- Perseveres, N0 exXxcuses



Rules for Assempling the Best leams

Collaboration
- Shared vision
-Unigue, complementary roles
- Shared rewards

70

\Notivation

- ACh
' [NVO

evement
vement

- Empowerment

HuUMman values
- Respect

- Integrity
- (Generosity of spirit




\Vanagements Role

-Champions for the process and their own initiatives
- Active participation — model practices and pehaviors
-MBWA — lunch with staff, "tell me your value proposition®
re, identity, and develop champions for all projects

- Allocate resources

‘Remove barriers and waste (MUDA)
- You can talk to anyone at SR
- Continuous Improvement

- Promote staft development

- Staff value-creation training
‘Incentives — celebrate success
- Avold: "boss Is always right”




| e33s0NSs Learneo

* [Oop management must be "champions’

» SUCCESS takes time

* Even modest success creates great returns

* Belng an iInnovation enterprise Is a 3-year project

* Progress is slow at first but builds: you won't go back

» Make tunding contingent on using best practices

» Builld through early adopters

- "Lead with the pest to pull the rest”

- Leverage and publicize thelr success

* Involve all strategically: deeply involving everyone IS Impossible

» (5O from strength to strength—firm but steady —marathon, not a sprint




Conclusions

» Culture flows out of the way we work
- WWork practices are the responsibility of management

* BEveryone r

aNad creatir

g C

NUS

e focused on the customer

Jstomer value

* [Nree keys to success
- Important customer and market needs

» Value-creation playbook, Including NA

Value-Creation
Playlbook

An action plan for the systematic creation

of new, breakthrough innovations

SC value propositions

» ONngoing value-creation forums to rapidly get the answers needeoc




What are the important ideas you learned today? (Please select all that apply.)

Focus on customer needs 57.8%

Use of a value-creation playbook 44.3%
NABC Value Propositions 66.5%
Value-creation forums 41.7%

Motivation from making a big impact 30.8%
Challenging people to be a champion 55.7%
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