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WORK BOOK FOR 

BUSINESS CONCEPT INNOVATION

(Note: This Workbook is based on the book: Leading the Revolution, by Gary Hamel, Harvard Business School Press, 2000)

Please select one or more components of the Business Concept Model where you think there is maximum possibility of infusing innovation in your organisation. Please turn to the appropriate section and think through the situations using the questions given therein. This should give you a good starting point for initiating innovation in your company:
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Core Strategy: Mission

Value proposition; Strategic intent; Big, hairy, audacious goals; Purpose; Overall performance objectives; Sense of direction; Set of criteria against which to measure progress.

What is our business mission?
What are we becoming as a company?


Can we describe a “from” and a “to”?


What is our dream?  

Core Strategy: Mission (Contd.)

Value proposition; Strategic intent; Big, hairy, audacious goals; Purpose; Overall performance objectives; Sense of direction; Set of criteria against which to measure progress.

What kind of difference do we want to make in the world?

Is our business mission sufficiently broad to allow for business innovation?

Is our business mission as relevant to customers as it was before?


Most important, do we have a distinguishable business mission?

Core Strategy: Product / Market Scope

Where do we compete – which customers; which geographies; what product segments, where, by implication, we do not compete

Could we offer customers something closer to a “total solution”?
Could we increase our “share of wallet” and share of market?

Will different scope definition help capture more of the life cycle profits?
Are there types of customers generally ignored by our industry? 
Core Strategy: Basis for Differentiation
This captures how do we compete and how do we compete differently than our Competitors?

How have competitors differentiated themselves in our industry?

Are there other dimensions of differentiation we could explore?  

In what aspects of the product or service is there least differentiation?

How can we increase the differentiation in some of these dimensions?

Have we differentiated in every dimension of business model?
Resource Base: Core Competencies

This is what we know as a company.

What are our competencies?

What do we know that is:  unique, valuable to customers and transferable to new opportunities?

What are the deep benefits that our core competencies allow us to deliver to customers?

How could we deploy those benefits in new ways or in new settings? 

Resource Base: Core Competencies (Contd.)

This is what we know.

What difference could our core competencies 
make if we introduced them into industries where competitors possess very different skills?

Are there skills we don’t currently possess that could undermine the role our traditional competencies play in some overall customer solution?

What new competencies should we be adding to our business concept?

Resource Base: Strategic Assets

This is what we own. They are things, rather than know-how.  They include Brands, patents, infrastructure, proprietary standards, customer data, and anything else that is both rare and valuable.  

What are our strategic assets?

Could we exploit them in new ways to bring new value to consumers?

Could our strategic assets be valuable in other industry settings?

Can we build new business models that exploit our existing strategic assets – that is, can we imagine alternate uses for our strategic assets?

Resource Base: Core Processes

This refers to what our people actually do. Methodologies and routines used in transforming inputs into outputs.  

What are our most critical processes?

What processes create the most value for customers and are most competitively unique?

What is the rate at which we are improving these processes?

Resource Base: Core Processes (Contd.)

This refers to what our people actually do. Methodologies and routines used in transforming inputs into outputs.  

Is that rate of improvement accelerating or decelerating?

Can we imagine a radically different process that would deliver the same benefit?

Are there opportunities for step function improvements in the efficiency or effectiveness of our processes?

Conversely, could we use our process expertise to transform some other industry?
CONFIGURATION

CORE STRATEGY            RESOURCE BASE

Configuration refers to the unique way in which competencies, assets, and processes are combined and interrelated in support of a particular strategy. 

How do we manage the interfaces between different assets, knowledge and processes?

Have we configured our assets, skills and processes in unique ways?

Has anyone in our industry or domain configured their  strategic resources in an unconventional way?

Do they gain any advantage from this configuration?

Can we imagine very different configurations than what we have at present?

Customer Interface: 

Fulfillment & Support

The way we “go to market”, reach customers – which channels we use, what kind of customer support we offer, and what level of service we provide.

How do we reach customers?

What does a customer have to “go through” to buy our products / services?

Building fulfillment and support system: has it been built for our or our customers benefit?

How can we make customer fulfillment and support easier / more enjoyable?

Customer Interface: 

Fulfillment & Support (Contd.)

The way we “go to market”, reach customers – which channels we use, what kind of customer support we offer, and what level of service we provide.

What would it look like if we designed our support and fulfillment processes from the customer backward?

Could we dramatically reduce search costs?

Could we provide customers with truly honest data for comparison?

Have we removed every element of customer pain in the support and fulfillment process?

Customer Interface: 

Information and Insight 

All the knowledge that is collected from and utilized on behalf of customers, pre-and post-purchase.

What do we actually know about customers?

Are we deepening our knowledge of customers’ needs and desires?

Are we capturing all the data we could? What else data that will help better understand the customer can we capture?

Customer Interface: 

Information and Insight (Contd.)

All the knowledge that is collected from and utilized on behalf of customers, pre-and post-purchase.

How do we use this knowledge to serve them in new ways?

Do customers have the information they need to make empowered decisions?

What additional information would customers like to have?

Customer Interface: 

Relationship Dynamics 

Refers to the nature of the interaction between the producer and the customer.  

Face to face or indirect?

Continuous or  sporadic?

How easy or difficult is it for the customer to interact with us?

Do our customers have any sense of “loyalty” based on our pattern of interactions with them?

How do we make our customers feel?

What range of emotions does customer experience in interactions with us?

Have we invested in our customers? In what way?

Customer Interface: 

Relationship Dynamics (Contd.)

Refers to the nature of the interaction between the producer and the customer.  
Could we reinvent the customer experience in ways that would strengthen the sense of affiliation the customer has with us? 

Where can we exceed customer expectations and raise the hurdle for competitors?

What are the dozen greatest customer experiences in the world?

Anything in those experiences we could use in our relationship with customers?

Customer Interface: 

Pricing Structure 

There are several choices in what we charge for. 

What are we actually charging for?

What is the dominant pricing paradigm in our industry?

Can we break it?

Do we really know what customers think they are paying for?

Customer Interface: 

Pricing Structure (contd.)

There are several choices in what we charge for. 

Can we more closely align what we charge for with what customers actually value?

Does the existing pricing structure implicitly penalize some customers and subsidize others?

Can we change this?

CUSTOMER BENEFITS
CUSTOMER INTERFACE CORE STRATEGY

This relates to the  particular bundle of benefits actually being offered to the customer.

Decision as to which benefits are or are not going to be included.

What benefits are we actually delivering to customers?

Are there ancillary benefits that the customer might value? What are they?

What’s the core need we are trying to address?

CUSTOMER BENEFITS
  CUSTOMER INTERFACE CORE STRATEGY (Contd.)

This relates to the  particular bundle of benefits actually being offered to the customer.

Have we defined the core customer need that we are trying to address, broadly enough?

Are we delivering benefits that customers don’t really care about?  

Change of benefit bundle to surprise customers & frustrate competitors?

What is the context in which the product or service is used?

Does that context suggest the possibility of enlarging the benefit bundle?
Value Network: Suppliers

Suppliers are “up the value chain” from the producer. Privileged access or deep relationship with suppliers can be key to business concept innovation.

How effectively are we using suppliers as a source of innovation?

Do we regard them as integral to our business model?

Any competitive advantage from the linkage with our suppliers? (lightning speed, dramatically reduced inventory costs, etc.)

How closely are our business goals aligned with those of our suppliers?

Value Network: Partners

Partners typically supply critical “complements” to a final product or “solution”.  This is a more horizontal and less vertical relationship.

Can we look at the world as a global reservoir of competencies? If so, how?

What opportunities might be available to us if we could “borrow” the assets and competencies of other companies and marry them with our own?

How could we use partners to “punch more than our weight”?

How could we use partners to achieve greater flexibility, focus more tightly on our own core competencies, build a first-mover advantage, or offer a more complete “solution” to customers?

Can we use a coalition to attack the entrenched position of an industry incumbent?

Value Network: Coalitions

This relates to joining together with other, like-minded competitors in a coalition, especially where investment or technology hurdles are high, or where there is high risk of ending up on the losing side of a standards battle. They share directly in the risk and rewards of industry revolution.

Can we look beyond our own resources and markets and imagine new resource combinations that could create new markets and services?

Can we co-opt other firms into a “common cause”? If so, how?

Can we use their resources to alter the competitive dynamics of an industry?

Can we use a coalition to bring a highly risky project into the realm of feasibility?

 COMPANY BOUNDARIES
RESOURCE BASE       VALUE NETWORK
This relates to decisions made about what we do and what we contract out. Choice of what we will do ourselves and what we will outsource to suppliers, Partners, or coalition members.  

Have we looked critically at where we draw the boundary between what we do and what we don’t do as a company?

Any chance to change industry rules by “de-verticalizing” our industry? 

How explicitly do we consider boundary choices in thinking about new business concepts?  
WEALTH POTENTIAL FACTORS
· EFFICIENT

· UNIQUE

· FIT

· PROFIT BOOSTERS
WEALTH POTENTIAL FACTORS: EFFICIENT
The Business model must be efficient. Value customers place on the benefits delivered must exceed the cost of producing those benefits

Have we tested our assumptions about the value customers will actually derive from our products or services?

Do we understand in detail the costs we will incur in providing that value?

WEALTH POTENTIAL FACTORS: UNIQUE

Create a business model that is unique in its conception and execution, unique in ways that are valued by customers.


To what extent does our business concept depart from the average within our industry or domain?

How many points of difference can be identified across the major components of the business concept?

Will these points of difference bring new benefits to customers?
WEALTH POTENTIAL FACTORS: FIT
A business concept generates profits when all its elements are mutually reinforcing.  A business concept has to be internally consistent – all its parts must work together for the same end goal

Do all of the elements of the business model positively reinforce each other?  

Are there some elements of the business model that are at odds with other elements?

What’s the degree of internal consistency in our business model?

Is there anything that looks anomalous to customers?
WEALTH POTENTIAL FACTORS:
 PROFIT BOOSTERS

Is our business model going to be really profitable?
Four categories:

· Increasing Returns

· Competitor Lock-Out

· Strategic Economics

· Strategic Flexibility

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS - INCREASING RETURNS

· Rich tend to get richer, and the poor, poorer.

· Those who are ahead will get further ahead, and those who are behind will fall further behind.

· Can produce fat profits for an immodestly long time.

· If you win early, you’re likely to get big economies.

· Through:

· Network Effects

· Positive Feedback Effects

· Learning Effects

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
INCREASING RETURNS -
 NETWORK EFFECTS 
The value of a network increases as the square of the growth of the number of “nodes” or members in the network

Do we have a business concept that taps into the network effect?

Can we find opportunities to create network economies where none currently exist?

If not, can we somehow hitch our business concept to the network multiplier?

WEALTH POTENTIAL FACTORS – PROFIT BOOSTERS – INCREASING RETURNS -
POSITIVE FEEDBACK EFFECTS 
Success breeds success. Positive Feedback Effects relate to using market feedback to turn initial lead into an unbridgeable chasm. A firm with large base of users and a way for rapid feedback from them may be able to improve its products and services faster than competitors.
Where’s the flywheel that will perpetuate our early success?

Where are we creating a virtuous circle of increasing returns?

Where could we create positive feedback effects within our business model?

Can we set up a very short learning cycle that will allow us to improve our products and services faster than anyone else?

Should we be heavily discounting our products or services, or giving them away for free as a means to generate positive feedback effects that would allow us to outpace competitors?

WEALTH POTENTIAL FACTORS PROFIT BOOSTERS – 
INCREASING RETURNS -
LEARNING EFFECTS (Contd.)


A company that gets an early start in accumulating knowledge, and then continues to learn faster than its rivals can build an almost insurmountable lead. The application of knowledge begets new knowledge that is both complex and tacit

What parts of our business model might be subject to learning curve effects?  

Where can we leverage the accumulated learning? How much does it count? 

How is the learning captured in the  organization?

How can we use this learning to increase volumes? 

How can we use this learning to reduce costs? 

Are we taking full advantage of every opportunity to learn?  

Are we building that learning into our products and services on a real time basis?
WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
COMPETITOR LOCK-OUT

When you find a window of opportunity, the goal is to crawl through it and lock it behind you.  

Lock competitors out through:

· Preemption 

· Choke points 

· Customer lock-in

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
COMPETITOR LOCK-OUT  
PREEMPTION 
In industries that are R&D intensive or that has high fixed costs, there’s often no second place – we are either first or we are nowhere.

Do we risk becoming a perpetual follower?

Are there any first-mover advantages implicit in our business concept? 

Where do we plan to preempt, and how do we plan to follow up on that?

Are we going to turn being first once to being first again & again?

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
COMPETITOR LOCK-OUT -
CHOKE POINTS

Whoever owns the choke point collects the toll. If you’re unwilling to pay up, you are locked out.

Is there some standard, some protocol, an interface, or a bit of infrastructure that we could uniquely own?

Are we creating any assets that will be critical to the success of other companies – so critical that we can effectively charge a toll?

Any scarce assets / skills that we would like to deny our competitors?
Can we lock up these assets or skills in some way?  


WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – COMPETITOR LOCK-OUT –  CUSTOMER LOCK-IN

Customer lock-in can be achieved through long-term supply contracts or proprietary product designs that keep them coming back for upgrades and add-on’s.

Could our business concept reduce our customers’ ability or desire to buy from other suppliers?

Is there anything in this business concept that would induce customers to limit their freedom of choice?

How could we bind our fate with the fate of our customers even more tightly?

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC ECONOMIES

Strategic economies don’t derive from operational excellence, but from the business concept itself.  

Strategic economies come in three varieties:  

· Scale

· Focus 

· Scope

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC ECONOMIES – SCALE

Scale can drive efficiencies in many ways:  better plant utilization, greater purchasing power, the muscle to enforce industry wide price discipline, etc.

Does our business model offer us the chance to build scale advantages?  

Where does size pay off in this business concept?

Will the scale advantages outweigh any loss in flexibility?
WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC ECONOMIES –FOCUS

A company with a high degree of focus and specialization may reap economics compared with competitors with a more diffused business mission and a less coherent mix of services or products

Does our business concept have a laser like focus?

If not, do we run the risk of trying to “boil the ocean”?

What advantages would we gain by being more narrowly focused?

What economics of scope would we lose if we were more focused?

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC ECONOMIES –SCOPE

The idea here is almost the inverse of focus.  A company that can leverage resources and management talents across a broad array of opportunities may have an efficiency advantage over firms that cannot.

Where are the potential economics of scope within our business concept?  

Can we find any “dual use” assets – things we can exploit in more than one business?

What skills could we leverage across businesses, countries, or activities?

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC FLEXIBILITY

In a fast changing world, with unpredictable demand cycles, strategic flexibility can generate higher profits by helping a company stay perfectly tuned to the market and avoid getting trapped in dead-end business models.  

Strategic flexibility comes from: 

· Portfolio breadth 

· Operating agility 

· Low breakeven point

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC FLEXIBILITY –
 PORTFOLIO BREADTH
A company with a broad offering may be more resilient in the face of rapidly shifting customer priorities than a more narrowly focused competitor. A portfolio can consist of countries, products, businesses, competencies or customer types.

What are the advantages of a wide portfolio of products or businesses?

How can we hedge our bets in this business concept?

Does this business concept force us to put all our eggs in a rather small basket?

Is the reduction of earnings variability, for example, a positive strategic benefit?

WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC FLEXIBILITY –
OPERATING AGILITY

A company that is able to quickly refocus its efforts is better placed to respond to changes in demand and can thereby even out profit swings.

How quickly does demand function in our business change?

Is there any advantage to investing in flexibility (i.e., in processes and facilities that would allow us to respond rapidly to shifts in demand)?

Could we earn consistently higher profits, if we were able to respond more quickly to changes in demand, or to changes in input needs (e.g., we are able to quickly incorporate the latest components in our designs)?
WEALTH POTENTIAL FACTORS – 
PROFIT BOOSTERS – 
STRATEGIC FLEXIBILITY –
LOWER BREAKEVEN

A business concept that carries a high breakeven point is inherently less flexible than one with a lower breakeven point.

Does our business concept give us a lower breakeven point than traditional business models?

How could we tweak the business model to lower our breakeven point even further?

What could be the benefits of a lower breakeven point?

Could we use a lower breakeven to buy ourselves more flexibility or deliver more variety to customers?
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