Strategy Magazine Strategy

Yves Pigneur: Driving Innovation
for Better Strategy

Pierre Hadaya

Issue 37, spring 2022

ISSN
2995-1550 (digital)

Cite this article

Hadaya, P. (2022). Yves Pigneur: Driving Innovation for Better Strategy. Strategy Magazine,
(37), 14-17.
https://strategymagazine.org/stratarticles/issue-37/86-yves-pigneur-driving-innovation-for-better-
strategy

Article abstract

Fueled by trends such as globalization, the digital shift, Industry 4.0, artificial intelligence and agility,
innovation is critical to the success and long-term viability of organizations in today’s highly
competitive market. In this article, Professor Yves Pigneur talks about tools he has developed
together with Alexander Osterwalder to help organizations reap maximum benefits from innovation.


https://strategymagazine.org/stratarticles/issue-37/86-yves-pigneur-driving-innovation-for-better-strategy
https://strategymagazine.org/stratarticles/issue-37/86-yves-pigneur-driving-innovation-for-better-strategy

7~

Y =l

FORBETTER STRATEGY

BY PIERRE HADAYA

Fueled by trends

such as globalization,
the digital shift,
Industry 4.0, artificial
intelligence and agility,
innovation is critical

to the success and
long-term viability of
organizations in today’s
highly competitive
market. Strategy
Magazine spoke

with Professor Yves
Pigneur on tools he has
developed together
with Alexander
Osterwalder to help
organizations reap
maximum benefits
from innovation.

fter spending more

than 20 years helping

entrepreneurs

improve their business

models, Yves Pigneur, professor
at the University of Lausanne, is
now determined to help mature

organizations better innovate. In his
recent book, The Invincible Company,
written with long-time collaborator

Alexander Osterwalder, as well as

Alan Smith and Frederic Etiemble,
Yves Pigneur proposes several tools
to help organizations improve their
innovation. Strategy Magazine talked
with professor Pigneur and here are

the highlights of our discussion.

STRATEGY MAGAZINE (SM): AFTER
FOCUSING ON BUSINESS MODELS
FOR MORE THAN TWO DECADES,
WHAT HAS LED YOU TO NOW
FOCUS ON INNOVATION?

My adventure
began when | was approached by
students, engineers, and scientists on
campus to evaluate their business plan.
After reading their business plan, which
was mostly based on numbers, and asking
them questions, | had the impression
that they did not really know what they
wanted to do. The business plan did not
provide an actual story of their business.
To help these entrepreneurs, we decided
to develop a tool to help them answer
nine key questions about their business
(e.g., Who are our customers? How do we
address their needs? How will we make
money?). This tool became the Business
Model Canvas that you know. A few years
later, we realized that when designing
their business model, entrepreneurs
focused more on the easier questions
than the more important, but difficult
ones. That led us to develop another tool:
the Value Proposition Canvas.

When we realized, yet a few years
later, that more mature companies had
started to adopt both the business model
canvas and value proposition canvas,
we then became interested in helping
these mature organizations manage the
plethora of innovation initiatives needed
to ensure their constant reinvention and a
stronghold in the market. And that is what
led us to the new tools we've developed,
which I'll talk about today.

SM: LET’S START WITH THE
PILLARS THAT DRIVE INNOVATION.
CAN YOU GIVE US AN OVERVIEW?

A recent McKinsey study shows that
although 84% of leaders view innovation
as the top driver of growth, only 6%
of executives are satisfied with their
company's innovation performance.
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To alleviate this problem, organizations must
rely on three pillars to drive innovation.

The first pillar, Innovation Portfolio, relates to
integrating innovation in the normal strategy
of the organization. It entails analyzing and
shifting the organization’s innovation portfolio
from a focus on efficiently dying (i.e., an
innovation portfolio dominated by few large-
scale bets on efficiency innovation) to growth
masters (i.e, a diversified portfolio with many
bets that systematically produce winners from
efficiency to transformative innovation).

The second pillar, Innovation Programs,
entails analyzing and re-designing the
organization's innovation ecosysterm to move
it from innovation theater (ie, an ecosystem
with many loosely connected or disconnected
innovation initiatives) to tangible results (ie,

a strategically integrated and company-wide
innovation ecosystem optimized to collaborate
and produce results).

The third pillar, Innovation Culture, entails
assessing and boosting the organization's
innovation culture by identifying and
transforming blockers of innovation (i.e.,

a culture in which innovation lacks status
and legitimacy, and faces many blockers) to
enablers of innovation (ie, a culture in which
innovation has power and influence, and
enables initiatives).

We have developed three tools to help
organizations leverage these three pillars:

1. The Portfolio Map to create an

innovation portfolio.

2. The Ecosystem of Programs to minimize
innovation theater and maximize the
benefits they can reap from innovation.

3. The Culture Map to create an innovation
culture.

SM: PLEASE TELL US MORE ABOUT THE
FIRST TOOL: THE PORTFOLIO MAP.

As you know, startups spend most of their
time exploring new opportunities as part of
their strategy, while the strategy and actions
of more mature organizations tend to relate
to exploiting existing business models. To be
successful, however, mature organizations



must be good at exploiting both new and
current innovations/business models. The
Portfolio Map, or Business Portfolio Map,
can help leaders close the gaps in their
innovation portfolio by probing:

1. The composition of their portfolio and
the types of innovations in which they
are invested:; This means efficiency,
sustaining, and transformative
innovation investments.

2. Their process for managing an
innovation funnel and how good
they are at retiring innovation
projects. Specifically, the number
of ideas they are investing in, killing
and taking to scale.

The Portfolio Map (Figure 1) has two
quadrants that represent the two sets
of innovation portfolios the organization
has. The Exploit portfolio (top right) is
about managing the existing business
and maintaining their growth trajectories.
This includes scaling emerging business
models, renovating declining ones,

and protecting successful ones. Exploit
initiatives are placed in this quadrant
according to the return they are likely to
provide and their risks. The organization
must aim to push the exploit innovation
initiatives from the bottom left of the
quadrant to its top right.

The Explore portfolio (bottom left in
Figure 1) is about searching for new value
propositions and business models. This
process involves designing and testing
business ideas, rather than execution.
Explore initiatives are placed in this
guadrant also according to the return
they are likely to provide and their risks.
The organization must aim to push the
explore innovation initiatives from the
bottom left of the quadrant to its top right
so that they can eventually be transferred
to the Exploit portfolio.

Hence, the Portfolio Map requires
two mindsets, one focused on efficiency
and execution (top right in Figure 1) and
another (bottom left in Figure 1) focused
on searching for the right business model,
designing and testing those business
models, as well as trying to reduce the
risk and maximize expected return before
moving them to the other portfolio.

SM: WHAT EXACTLY
IS THE SECOND TOOL:
THE ECOSYSTEM OF PROGRAMS?

The Ecosystem of Programs (Figure 2),
we developed with Tendayi Viki, is a simple
tool that shows the ecosystem innovation
programs the organization has, or should
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FIGURE 1: THE PORTFOLIO MAP
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FIGURE 2: THE ECOSYSTEM OF PROGRAMS
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have, to drive the previously identified
innovation initiatives. Each program is
placed in this ecosystem according to
the value they will create, and the culture
change they will require. Value creation
is about the creation of new products,
services, value propositions, and business
models. The goal of these programs is to
manage innovation projects that create
new value for the company. Culture
change, in turn, is about changing the
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structure and processes inside the company
so that you can innovate in a consistent way.
The R&D lab is an example of an
innovation program that can bring a lot
of value without requiring an important
cultural change (top right quadrant of
Figure 2). In turn, having a dedicated
innovation board could provide a lot of
value, but only if an important culture
change is undertaken (bottom left
quadrant of Figure 2).
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FIGURE 3: THE CULTURE MAP

SM: TALK TO US ABOUT THE LAST
TOOL: THE CULTURE MAP.

We are convinced that it is possible to
design a culture. We are not talking here
about designing a culture like we design
a car but rather like we design a garden.
Because it is a good tool for representing/
visualizing a culture, the Culture Map, we
co-designed with Dave Cray, is helpful
to organizations in this endeavor. In the
middle of the Culture Map (Figure 3) you
have the behaviors you can observe in
the organization while in the top layer
you have the outcomes generated by
those behaviors and in the bottom, the
enablers and blockers of those behaviors.

By designing the culture like a garden,
we mean that just like seeds and water
are required for a flower or plant to grow,
after a certain amount of time, enablers
are required for an organization to obtain
an outcome. You cannot act on the
behaviors (e.g., CEO spends 40%+ time on
innovation, innovation funnel reviewed
every quarter and ideas chosen based on
evidence) and outcomes (e.g., innovation
and growth part of strategy, reduced
innovation risk and higher return on R&D)
directly. You must eliminate blockers and
implement certain enablers in hopes of
driving good behaviors and outcomes in
the future. These blockers and enablers
are of three types:

1. Leadership support:

« Blockers: Lack of innovation
strategy, locked into current

business model and short-term
quarterly focus.

« Enablers: Get strategic guidance,
protected resources and
portfolio management.

2. Organizational design:

o Blockers: Generate fear of failure,
bureaucracy slowing down
innovation, and resource system
geared toward execution.

» Enablers: Build a bridge between
innovation and the core business,
create the right incentives and

facilitate legitimacy for innovation.

3. Innovation practices:

« Blockers: Linear processes,
execution-focused KPIs and
lack of skills, knowledge,
and experience.

« Enablers: Access to the right
innovation tools, methods,
processes, and skills.

For example, to create an innovation
culture, Ping An, an insurance company
in China, has decided to create a new
role at the same level of the chief
executive officer (CEQ). Contrary to
the CEO role, which is responsible

for the exploitation (i.e., execution)
activities/business models, the new
role of chief corporate entrepreneur
(CCE) is responsible for exploration (i.e.,
innovation) activities/business models.
This ingenious organizational design
enabler, which was inconceivable

only a decade ago, has enabled the
organization to move from around the
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400th to the 20th or 30th position in the
Financial Times' Global 500.

SM: AS A FINAL QUESTION,
HOW WOULD YOU RELATE
YOUR TOOLS TO STRATEGY?
Innovation is a key, but not the sole
component of strategy. Indeed, although
the traditional tools we have developed
(e.g., business model canvas and value
proposition canvas) are essential to devise
a sound exploitation strategy, they are
not enough. Innovation must be on the
strategic agenda of leadership because
the strengths of your current exploitation
business models are likely to decline in
the next 10-15 years, if not sooner. If you
don't start your exploration for tomorrow's
ventures right now, the future of the
organization will be jeopardized.

Now is the time to make innovation
strategic. The organization first must
become ambidextrous by devising
and realizing both exploitation and
exploration initiatives. However, realization
is not enough, the organization must
be capable of transferring as many
exploration initiatives into exploitation
initiatives as soon as possible while
understanding that many exploration
initiatives are likely to fail. The Portfolio
Map can help the organization do that.

Second, leadership must decide
what kind of innovation programs
(e.g., R&D lab, innovation lab, open
innovation, or a dedicated innovation
board) they need to implement to drive
the previously identified innovation
initiatives. The Ecosystem of Programs
can help the organization do that. And if
implementing those innovative programs
will require a culture change, leaders
also need to eliminate the blockers and
enablers that foster the right behaviors
which lead to the right outcomes for the
targeted innovation program. The third
and last tool, Culture Map, can help the
organization do that.
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DIGITIZING STRATEGY:

MPOWR Envision

or some businesses, strategy is something they think about

once every quarter or once per year. But what if strategy

helps drive these organizations' everyday work? MPOWR

Envision believes that companies can increase operational
performance by digitizing their strategy.

“Ultimately, we have found that many organizations keep
their strategic plans in static documents and presentation decks,
devoting their day-to-day efforts to operations once the plans are
created,” says David Franklin, Chief Technology & Operations Officer
of MPOWR Envision. “We believe strongly that digitizing your
strategy in order to tie operational efforts to strategic outcomes will
help you actually execute it

MPOWR Envision operates out of Rockford, lllinois, in the US.
The company's software was born in 2000, when Peter Provenzano,
President & CEQ, started searching for a better way to manage
strategy execution within his quickly growing company. This led
to the creation of the first generation of a powerful new strategy
execution software, which became MPOWR Envision®.

MPOWR Envision® is a centralized strategy platform equipped to
help any plan come to life, no matter where the client is within their
strategy journey. It can help any client, large or small, non-profit or
for-profit, create and excel within a culture of execution.

It's about transparency, alignment, and communication.

Not only does MPOWR Envision® deliver strategic information
to leaders, it delivers that information to everybody else in the
organization who owns a piece of the plan. This helps foster a

Dashboard

workplace where everyone understands how their work
contributes to the overall strategy.

“We don't subscribe to one strategy methodology,” says
David. “You can take any plan, put it into our software, and
see how the objectives, actions, and KPIs cascade down and
impact your strategy.”

One of the most important features MPOWR Envision®
offers is its Sunburst Health Map, a feature that uses health
indicators from objectives, actions, and KPIs and rolls them up
into a visual representation of the organization’s strategy.

Using MPOWR Envision® will help organizations avoid the
panic and interruption of quarterly strategy “fire drills,” as
everyone is already on the same page and leaders can make
informed, complex decisions more quickly.

“Our software is really a strategy operating system,” says
David. “With it, tearms can commmunicate a clear vision, cascade
ownership of their strategic plan throughout the organization,
and identify what really is impacting the business.”

This cloud-based software can be used anywhere an
Internet connection is available. MPOWR Envision® also
delivers activity digests directly to users' email inbox, helping
everyone stay up to date on strategy progress. Coworkers can
also tag each other in progress notes, which notify and draw
attention to a given activity.

Customer success is the key to the company. MPOWR
Envision is proud to have a 100% customer support quality
rating from G2, the world's largest tech marketplace.

“Every industry is working on strategy at some level,” adds
David. “It's about their strategy journey. We meet them where
they are, and we're their partner throughout that journey.”
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