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Innovation through
CUSTOMER EXPERIENCE

“l think innovation is actually encouraged by smaller budgets, where instead of having
to create programs and buy-in for innovation, it's bred out of necessity.”
— Head of Online Media and Demand Generation, Dell ~ Canada

Let's hope those folks at Dell are right and that the smaller budgets this economy is
bringing will provide the encouragement we all need to be a little more innovative. To
help you make the most of your efforts, Torque interviewed more than 35 senior
marketing executives of leading technology firms across Canada to uncover methods,
processes, and tricks for tackling the innovation challenge. Not wanting to think in
isolation, Torque also hosted an Innovation Breakfast panel in late January 2009, with
speakers from Intel, Rogers Wireless, and Dell to further dissect the topic. What
follows is a summary of the major insights and discussion that took place.

1. Whatis innovation?

2. How are leading companies being successful at innovating?
3. What are the major obstacles to innovation?

Throughout the course of the research, it became clear that there were some strong
opinions shared by a large proportion of the interviewees, particularly with regards to
customers being a focus area for innovation:

* #1 Finding: 42% believe customer experience is core to
innovation

* #1 Priority: 51% said “customer-centricity” is a priority
spending area for money allocated to innovation

* #1 Obstacle: 46% cite internal culture as the biggest barrier

* #1 Definition: 65% define innovation as improving upon

something, rather than creating something new

Defining Innovation

According to the those interviewed in this study, innovation is about creating value
for customers by improving upon existing products and services.
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Innovation results when companies alter, combine, or present what's already
available in ways that dramatically improve the value perceived by customers.
Innovation is not invention.

INNOVATION IS... VS_ INVENTION IS...

...a continuous mindset ...a single concerted effort

...driven by customer insights ...driven by research and mistakes
...value creation for customers ...breakthrough products and services
...improving on what already exists ...discovering new capabilities and IP

...the incremental improvement of an existing product, service, or process driven out of a
customer need or opportunity to realize an increase in value experienced by customers.

Innovation in Action

When asked to name today’s most innovative companies, 69% of respondents
didn’t list their own company . Heavy favourites like Apple and Disney received
numerous mentions — but why? According to the respondents, it's because they have
created a compelling and memorable experience for customers that stick out amidst a
sea of unremarkable alternatives. Although most marketers already seem to
understand this notion - 42% of them said (unprompted) that the best innovations

are driven from customer needs - it's important to recognize that innovation can
happen without cutting edge technology or ultra-creative brands. Consider how
Chiquita and Master Lock responded to their customers’ needs:

C B

After discovering that 42% of consumers After realizing that consumers placed much
would eat more bananas if they were more value on the items they were locking
available in more places, Chiquita borrowed up than they did on the quality of locks

a packaging solution from the themselves, Master Lock reoriented around
pharmaceutical industry to keep bananas being a security provider rather than a

fresh longer, so that they could be sold in hardware manufacturer. Designing products
quick stop convenience locations that for specific security applications and placing
couldn’t support frequent deliveries. The them near these goods in stores drove
Result? Over 7,500 new locations selling customer purchases of its products and
bananas at a $0.75 a pop (a 500% markup increased the overall retail space allotted to
from grocery stores) to on-the-go Master Lock products.

consumers.

Focus Areas to Get Started

Torque asked interviewees how they would spend a budget windfall that was
allocated to driving innovation in their organizations. Very quickly, four key focus
areas for getting started with innovation emerged — customer-centricity, collaboration,
fresh perspectives, and an open-minded culture. However, the panel discussion from
our breakfast seminar identified that it's not enough to simply take these at face
value; companies truly wanting to innovate have to go one or two steps further in
each of these core areas.
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@ OVER-THE-SHOULDER

CUSTOMER INSIGHTS — Over gxef-ltge-
50% of interviewees said that Cugt‘émirr
if they had $500 million to Insights

spend on innovation they
would invest in  better
understanding customers.

However, it's not enough A Pervasive Widespread
anymore to read about what ‘Whatif'  FUNNAGIIEAT Toggtrﬁgﬁes
your customers are doing in a Sl s

report, or to track their activities
remotely with click-through rates
or sales figures. The innovation
opportunity results from a Never-

company getting closer to how Before-Seen
people are experiencing what Perspectives
they are putting out there a
literally conducting over-the-
shoulder research — meet customers, watch them, live with them.

@ WIDESPREAD FORCED TOGETHERNESS — Collaboration is hardly an industry
secret, but Torque encourages clients who really want to tackle the innovation
challenge to think of it more as “forced togetherness”. Go from getting input from
your colleagues in finance, sales, HR, and operations, to locking yourself in a
room with them for half a day until you come out with a better solution. And don’t
stop at the edges of the organizational flow chart — booking working sessions with
partners at other stages in the value chain can create the potential for solutions
never imagined by one company alone.

@ \EVER-BEFORE-SEEN PERSPECTIVES — Sometimes fresh perspectives from
your colleagues down the hall aren’t enough — getting input from minds that rarely
come into contact with your business could be an eye-opening experience.
Chiquita learned from the pharmaceutical industry — who could you learn from?
Don'’t limit yourself to standard issue industry perspectives either. Who knows
what a marine biologist, Olympic athlete, or musician might have to say about
your offering.

@ A PERVASIVE “WHAT IF” CULTURE — Emphasis on pervasive. Innovation can'’t
be assigned to just one person and it can’t sit with just one group; it has to live
and breathe throughout the organization. Getting widespread commitment for
innovation isn’t an easy task — interviewees offer the following advice:

* Be the Catalyst: One marketing manager facing a lack of senior leadership
support decided to form his own innovation council using eager juniors to
generate fresh ideas on how to tackle opportunities and built a scorecard
process that distilled the top 2-3 ideas.

* Make an Official Commitment : A vague goal to “be innovative” is likely to
be met with a vague response. One company tasks small teams to each find
a $100 million opportunity, resulting in more concrete efforts.

* Track and Measure Efforts: For those facing difficulties justifying the
investment in innovation efforts, track the results using a Return on
Experience (ROX) metric that measures how the improvements made to the
experiences provided by your products and services are impacting customer
acquisition, loyalty, and advocacy.
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* Expect and Learn from Failure : One major

software developer set up a fail fund “Sometimes the big
specifically to fund projects that are expected idea sounds great,
to fail, relieving the pressure that often you throw it to the
accompanies risk-taking. market, and then wait
for the applause, and
° Always Talk about Learnings : One director sometimes the
interviewed makes it a practice of talking applause doesn't
openly with her team about what worked and show up.”

what they would change if they had to do a
project over again.

— Enterprise Marketing
Manager, Intel Canada

Torque’s Point of View

Torque offers companies tackling the innovation challenge to keep in mind 7
Guidelines for Innovation . First, remember that innovation begins with YOU - it's
possible for one person to be the catalyst. Second, innovation has to be customer-
driven. If you're not thinking of value creation from the perspective of the customer,
you're not likely to find many innovative opportunities. Third, innovation can start
small. Simply go visit one of your stores, or have a

conversation with one of your customers — it
doesn't have to be a multimillion dollar 7 guidelines for innovation
commitment. Fourth, start building structure

around innovation in your organization — build a l It begins with Y OU

funnel for new ideas to be submitted to your
superiors. Fifth, bring in a fresh, never-before-
seen point of view — ask a marine biologist what :i START smali
she thinks about your software program. Sixth,
fail often, and be okay with it — just make sure
you learn from your mistakes. And finally, Q Getafresh point of view
recognize that small ideas can have a big 6Allowfor FAILURE
impact, so don’t overlook them.

2 It has to be customer-ciiieen

LL, Build structure

7. Asmallidea can have altbiy impact

Find out more...

To learn more about how you can drive innovation through customer experience, or
to obtain the innovation presentation Torque shared during the Innovation Breakfast
Panel, contact Terence Smith, Lead Consultant at Torque. For the past few years,
Terence has worked with leading organizations to develop perception-changing
brand, customer experience, and go-to-market strategies through in-depth field
research and the application of structured thinking techniques. Terence is the author
of the Innovation through Customer Experience report, and would like to thank Tasha
Mazza-Kelton for her contribution as the lead interviewer for this research, and
moderator of the breakfast panel.

Terence Smith
Lead Consultant
Torque Customer Strategy

PHONE: 416 260 5800 x36 / direct: 416 655 0630
EMAIL: tsmith@torquecustomerstrategy.com
WEB: www.torquecustomerstrategy.com
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