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Not long, ago the U.S. Postal Service ran an ad 
campaign warning about the dangers of email and 
proposed paper-mail as a safer and more reliable 
alternative. When I saw this ad, I thought that I had 
accidentally switched to a comedy station. But it 
wasn’t a joke. This was a serious (and misguided) 
attempt by the U.S. Postal Service to stay in 
business.

Shortly thereafter,  Postmaster General Patrick 
Donahoe revealed the mail agency will default on its 
second payment of $5 billion to the US Treasury. Still 
the agency drags on with its year-old push to end 
Saturday delivery, the most powerful innovation they 
can muster — which to be implemented would still 
take 2 years.

This vignette raises a key leadership question: Why 
do leaders wait too long to modify or abandon their 
business models? The Postal Service, even with the 
constraints of its government mandate, has known 
for years that its traditional model was coming apart; 
Kodak realized that film was being replaced by 
digital media long before it changed its investment 
strategy; AOL knew that dial-up subscriptions were 
fading years before it took action. Even a company 
as sophisticated as GE waited too long to reorient its 
lighting business away from incandescent bulbs.

On the other hand, some firms seem to tackle 
business model changes head on even before 
anyone else realizes there’s an issue. When IBM 
sold its PC division to Lenovo in 2005, many people 
questioned the wisdom of divesting a successful 
business, especially one that IBM had worked so 
hard to create. Yet in retrospect it was far better to 
exit early rather than struggle (as Dell and HP have) 
with pricing pressures, commoditization, and supply 
chain issues. Similarly, Intuit realized over a decade 
ago that it could not continue to grow as simply a 
financial software firm and began to consciously 
create, acquire, and incubate new businesses. 
These businesses now make up more than half the 
company.

Of course, none of these shifts are easy. IBM’s stock 
(and reputation) did not take off immediately, and many 
people questioned the wisdom of becoming a services 
and knowledge business. Intuit had many failures as 
part of their innovation process. Yet leaders of both 
companies persevered despite these headwinds, 
setbacks, and challenges.

From these cases, and others over the years, it seems 
to me that there are two keys for getting ahead of the 
business model curve, both of which apply to managers 
at all levels:

First is to remember that no business model lasts 
forever. The most dangerous trap that any manager can 
fall into is complacency. Peter Drucker reportedly once 
said that the biggest curse for any business was twenty 
years of success. Markets, environments, and 
technology can change so quickly that no amount of 
profit today guarantees success tomorrow. Years ago, 
during the dot-com boom, Jack Welch required each of 
his businesses to go through an exercise that he called 
“Destroy Your Business.com” in which he asked them 
how dot.com competitors could possibly put them out of 
business. In other words, long-term success is more 
likely when we welcome the anxiety of competition 
instead of avoiding it.

GET AHEAD OF THE 
BUSINESS MODEL CURVE

2This Harvard Business Review blog was originally published on 10/2/12 at hbr.org/2012/10/kill-your-business-model-befor/.
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The second key is to continually and actively be on 
the lookout for new business opportunities that can 
potentially replace the current model. If you only 
invest in refining today’s business model you’ll get 
locked into it. Testing, incubating, and investing in 
alternative models hedges against that possibility. 
Sure there will be failures, but with enough 
persistence and creativity, some viable alternatives 
will emerge.

Nobody wants to be in the position of the U.S. Postal 
Service, trying to defend a business model that has 
little runway left. So instead of assuming that it can’t 
happen to your business, take the lead in looking for 
alternatives — long before the competition leaves you 
in the dust.

3This Harvard Business Review blog was originally published on 10/2/12 at hbr.org/2012/10/kill-your-business-model-befor/. This Harvard Business Review blog was originally published on 10/2/12 at hbr.org/2012/10/kill-your-business-model-befor/.
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How Thomson Reuters Is Creating a Culture of Innovation*

>

>

*Co-authored by Cary Burch, Corporate SVP & Chief Innovation   
Officer, Thomson Reuters

I t’s not easy for big companies to innovate. As 
Steve Blank, Clay Christensen, and many others 
have pointed out, once firms reach a certain size, 
most of their resources (and investment dollars) are 
rightly devoted to executing and defending their 
existing business model. Moreover, the skills that 
are cherished and rewarded for achieving current 
results differ from those that aid in discovery and 
experimentation, both of which are needed to drive 
innovation. As a result, fostering a true culture of 
innovation in big companies is often an aspiration 
rather than a reality.

If this is the case in your company, then it might be 
worthwhile to look at the experience of Thomson 
Reuters, a $12.5B global information solutions 
company. The company’s strategy of fueling growth 
through acquisitions served it well for many years – 
but this approach also reduced the focus on 
innovation. While many managers were developing 
new products and services for their own businesses, 
they were not leveraging innovation across the 
enterprise, and some were relying too much on 
acquisitions to drive both innovation and growth.

To reverse this, senior leadership took a number of 
steps. First they agreed to shift funding from small, 
incremental acquisitions to innovation. In early 
2014, they established a “catalyst fund” – a pool of 
money that internal innovation teams could use for 
doing rapid proof of concept on new ideas. The fund 
was announced on the company’s internal website 
and teams from anywhere in the businesses were 
invited to submit their suggestions.

To access the fund, teams had to complete a simple 
two-page application about their idea, the potential 
market, and the value to the customer (what 
problem was being solved). The teams with the most 
compelling ideas were given an opportunity to 
present and defend their idea to the innovation 
investment committee, which included the CEO, 
CFO, and a few other senior executives. In the first 
month, five “winners” were announced and then 
immediately publicized on the Thomson Reuters 
internal web site. This triggered a great deal of 
interest, and a steady flow of applications. 

The company also took a number of other steps, 
driven by a newly appointed executive sponsor and a 
full-time innovation leader, to make innovation a 
priority. Developed after talking with dozens of people 
both inside and outside the company, these steps 
included:

Building innovation metrics (such as number of 
ideas being considered, and amount of revenue 
from new products/services) into business unit 
operating reviews, so business leaders would pay 
attention to the pipeline and commercialization 
cycle time of new ideas.

Appointing “innovation champions” in every 
business – i.e., credible leaders who would help 
their business presidents implement programs 
and processes to move the needle on the 
innovation metrics. For example, the champions 
created a common terminology for innovation 
across the company so that everyone referred to 
the same types of innovation (e.g. product vs. 
operational) and referenced the same stages 
“rapid prototyping”). They also built an online 
Thomson Reuters innovation “toolkit” that 
employees could use to educate themselves 
about innovation, run innovation events, and work 
through the process of translating ideas into 
commercial opportunities.

This Harvard Business Review blog was originally published on 10/2/14  at https://hbr.org/2014/10/how-thomson-reuters-is-creating-a-culture-of-innovation/.
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Creating an innovation “network” on the intranet site 
where internal entrepreneurs could share their 
stories and ideas, and get connected to others who 
were interested in solving customer problems in new 
ways. 

Orchestrating a communications campaign with 
blogs, articles, and video interviews with internal 
innovators.

Organizing an “enterprise innovation workshop,” 
with representatives from every part of the business, 
to identify and plan ten specific innovations that 
leverage existing company assets – and implement 
them in 100 days or less.

In the spirit of innovation, all of these steps were 
initiated as experiments to focus on learning, adjusting, 
and figuring out what would work. For example, the 
innovation metrics were sharpened as the definitions of 
innovation evolved, and the experience of the first few 
innovation champions helped clarify criteria for 
selecting additional ones. Also, all of these steps were 
carried out with as much transparency as possible, so 
that all Thomson Reuters employees would not only 
know what was happening, but could contribute to the 
effort as well.

The results of all this work have been impressive. 
Innovation is now one of the hottest topics in the 
company. The innovation “network” is the most visited 
site on the company’s intranet, and more than 250 
ideas were submitted by employees for consideration 
at the enterprise innovation workshop, some of which 
are already being implemented. Several Catalyst Fund 
projects, which span multiple business units, also are 
now being prototyped and piloted with customers and 
most of the businesses have a robust portfolio of 
innovative ideas that are moving through the pipeline. 
So although there is still much to be done, and the jury 
is still out, clearly the momentum for innovation is 
building.

There is no magic formula for how big companies can 
reinvent themselves. The innovators’ dilemma is still 
alive and well and is not easy to overcome. But the 
experience of Thomson Reuters shows that progress 
is possible – particularly if leaders use the lessons of 
innovation to build the innovation culture.

This Harvard Business Review blog was originally published on 10/2/14  at https://hbr.org/2014/10/how-thomson-reuters-is-creating-a-culture-of-innovation/.
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Companies that focus on innovation often worry 
about how to encourage people to contribute ideas. But 
what happens when you ask people to participate in an 
innovation effort, and then get flooded with too many 
suggestions?

That’s the dilemma that one of my clients described not 
long ago. Faced with a declining market and needing to 
ramp up growth, the company decided to tap into 
employees’ collective brainpower. Using an 
intranet-based crowdsourcing approach, management 
asked employees to suggest ideas for new products 
and services, how to increase sales, and how to 
improve customer satisfaction. A communications 
campaign also encouraged people to use the platform 
to comment on and “like” others’ input. Within a few 
days, hundreds of ideas and discussion threads came 
in. When the submission period ended, the company 
had well over a thousand ideas.

Unfortunately, our client hadn’t expected this kind of 
response, and the small team charged with 
orchestrating the innovation event was quickly 
overwhelmed. It took them over a week just to sort the 
ideas into categories. The summary document that they 
put together for the senior executive committee was 30 
pages long, with demographic and functional 
breakdowns of where ideas had come from. By the time 
the committee reviewed and discussed it, almost a 
month had passed since the end of the crowdsourcing 
event. It then took a couple more weeks before 
management finally thanked everyone and announced 
that senior executives would follow up on specific ideas 
to pursue.

The good news from this case, of course, is that 
employees were engaged. People from across the 
company logged onto the site and contributed ideas. 
The bad news is that senior management wasn’t 
prepared for the onslaught of suggestions — and in the 
absence of timely and effective follow-up, the event 
didn’t actually produce substantial results. The lack of 
follow up also potentially made employees more cynical 
about future innovation efforts.

There are several key lessons that can be derived from 
this story. The first is that innovation requires more 
than just coming up with ideas. In fact, ideation may be 
the easiest part of the process, particularly when new 
platforms and tools make it easy for people to 
contribute. Filtering and selecting the right ideas, and 
then prototyping, pivoting, piloting, and ultimately 
scaling them, in the midst of competing priorities and 
limited resources, is much more difficult. So if you’re 
going to start an innovation effort, think about how to 
orchestrate the process after you have ideas to work 
with. Another key lesson is to be more specific about 
the focus and criteria for submitted ideas. If the 
parameters are too general, it becomes difficult to sort 
out the wheat from the chaff.

In another company, for example, management knew, 
based on past experience, that an innovation challenge 
could generate lots of ideas that were all over the map 
— so they needed to be prepared. First they focused the 
challenge on several specific operational processes, 
and made it clear what would need to go into a 
successful submission. They also selected a dozen 
high-potential managers from across the business to be 
“idea champions” and put them through training about 
how to help employees sharpen their inputs, how to sort 
ideas into categories, how to rank the ideas in terms of 
impact and achievability, and how to provide feedback 
to contributors.

This Harvard Business Review blog was originally published on 2/2/15 at https://hbr.org/2015/02/dont-ask-for-new-ideas-if-youre-not-ready-to-act-on-them.
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Throughout the challenge, the hundreds of ideas that 
came in were quickly divided amongst the champions, 
who used common criteria to sort and select those that 
could create the most business value. By the end of the 
challenge period, the champions had identified a small 
portfolio of ideas that were worth pursuing. Each 
champion was then paired with a more senior manager 
to create a plan for testing, prototyping, and driving the 
idea forward (or failing fast). In this way, everyone in the 
organization not only knew the outcome of the 
challenge very quickly, but also understood that 
ideation was only the beginning of a much longer 
process.

The final lesson here is that real innovation requires 
clear communication and careful calibration of 
people’s expectations. With the right encouragement, 
people will submit ideas. But they’ll want to know that 
their “brilliant” ideas are given full consideration — and 

if they’re not chosen or implemented, they’ll want to 
know why. Managing these messages in a personalized 
way, when hundreds of people are involved, can be 
logistically challenging. But without this kind of 
feedback, ideation can be demoralizing, sort of like 
dropping an idea into a suggestion box and then being 
ignored. To counter this, the idea champions 
mentioned above also had the responsibility of 
providing quick “thank you’s” and feedback to people 
who sent in ideas. And for the ideas that were selected, 
the champions encouraged the originators to become 
part of the implementation team.

Getting lots of ideas is a key part of innovation and a 
great way to engage employees. But unless you have a 
process to manage these ideas, you run the risk of 
wasting not only the content, but also the good will that 
comes with it.

This Harvard Business Review blog was originally published on 2/2/15 at https://hbr.org/2015/02/dont-ask-for-new-ideas-if-youre-not-ready-to-act-on-them.
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Most of us would accept that failure is just an 
inevitable part of success. For instance, when you learn 
how to ski, you have to fall a number of times before 
you’re able to make it down the mountain skillfully. 
There are times, however, when failure is not a good 
thing, such as when you need to meet a customer 
deadline or achieve a competitive level of quality. 
Unfortunately, many managers don’t distinguish 
between when failure can be a valuable catalyst for 
learning and when it can be truly harmful, leaving 
employees unsure about when to take risks and 
experiment, and when to play it safe. For managers and 
employees, the key to getting this right is understanding 
whether the organization is in execution mode or 
innovation mode.

I was reminded of this difference while teaching in 
Silicon Valley in 2014. As everyone knows, the area 
between San Francisco and San Jose has thousands of 
start-up companies, as well as dozens of innovation 
“outposts” set up by established companies from 
around the world. In talking with the people who are 
involved with these innovation efforts, the striking thing 
is not their descriptions of success, but of the failures 
that helped them along the way. In Silicon Valley (and 
other hotbeds of innovation), failure is badge of honor 
and a pre-requisite for success—not something to be 
ashamed of. For these innovators, a successful 
company, and a successful career, requires a 
continuing series of rapid experiments, tests, 
hypotheses, and pivots—which means that nobody gets 
it right the first time (or the second or third). As a result, 
failure is highly valued.

In contrast, the established companies that I’ve spent 
most of my career working with are focused on 
executing what they already know how to do instead of 
innovating something new. And when failure occurs in 
the context of execution, it can harm results or 
reputation or create undue risk. So even when 
execution-focused executives say that it’s all right to 
fail, they usually don’t really mean it. As someone at the 
Federal Reserve (the quintessential execution 
organization) once told me, “Around here we want to 
make sure our people don’t make the same mistake 
once.”

The real challenge for leaders is not to either accept or 
reject failure, but rather to differentiate between 
whether they are in execution or innovation mode. 
Being in execution mode means that standard 
operating practices have been developed and need to 
be implemented with as little deviation as possible. 
Sure there can be improvements made, but these have 
to be done carefully and explicitly, under controlled 
conditions, so that the basic operations are not 
disrupted. As such, failure needs to be minimized or 
eliminated.

Innovation mode, on the other hand, is when standards 
still don’t exist and best practices are still being 
discovered and tested. In this kind of situation, it’s 
important to try out new ideas, formats, and processes 
– and allow room for plenty of failure – in order to learn 
what works and what does not. Once the focus 
becomes clear, managers can more easily 
communicate what the appropriate attitude toward 
failure should be.

The reason why many established firms struggle with 
innovation is that they bring the execution mentality 
with them, and then don’t encourage the failure 
necessary to develop new products, services, or 
processes. In a large financial services firm, for 
example, senior executives talked constantly about 
innovation but quashed proposals and projects that 
didn’t meet the margin thresholds of their established 
products within two months. By setting the financial bar 
so high, they ended up discouraging teams from doing 
prototypes and pilots because in reality nobody was 
allowed to really fail.

SCHAFFERONINNOVATION

INNOVATIONEXECUTION

MODE

This Harvard Business Review blog was originally published on 12/11/14 at https://hbr.org/2014/12/when-not-to-celebrate-failure.
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On the other hand, the reason why many start-ups hit 
a wall when they try to scale up is that they don’t know 
how to shift into execution mode where failure should 
be much less tolerated. For example, a small solar 
energy start up that that I worked with in the Bay area, 
after much trial and error, had produced a viable 
product and was starting to generate revenue. But 
instead of creating a disciplined process for sales and 
marketing, they allowed the manager (an early 
employee) to continually miss targets and encourage 
her sales people to “experiment” with different kinds 

of pitches and price points. By supporting this pattern 
of failure at an inappropriate time in the company’s 
evolution, the firm ended up with a major cash problem 
that prevented it from capitalizing on its product 
achievements.

So yes, failure is a key to learning, growing and figuring 
out what works. But before you either celebrate or 
punish failure, make sure you know what you are trying 
to achieve by doing so.

SCHAFFERONINNOVATION SCHAFFERONINNOVATION

This Harvard Business Review blog was originally published on 12/11/14 at https://hbr.org/2014/12/when-not-to-celebrate-failure.
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My fellow HBR blogger Bill Taylor once made a 
pitch for all of us to stop using the word “innovation.”  
Despite his plea, I suspect this word isn’t going 
anywhere.  It’s too important as a driver of growth 
and renewal. What can be done, in the spirit of Bill’s 
admonishment, is to stop getting tangled up in all of 
the variations, nuances, tools, techniques, models, 
frameworks, and paradigms of innovation.  Somehow 
we’ve taken a simple concept — the idea of 
systematically finding, encouraging, and implement- 
ing new ideas for growth — and we’ve made it horribly 
complex.  And of course, by complexifying innovation, 
we’ve probably started to kill it.

To reverse this trend, we need to simplify the ways we 
approach innovation – by better defining what it is 
(and isn’t), what it takes to carry it out, and what is 
needed to enable truly new thinking to thrive.   Here 
are some thoughts about how:

First, avoid innovation creep. The starting point for 
simplifying innovation is to refocus on its most basic 
dictionary definition: “the act or process of 
introducing new ideas, devices, or methods.” One of 
the ways that we’ve bollixed up innovation is by 
letting almost any kind of change fall under the 
innovation umbrella, whether it is a new wrinkle in 
packaging, a small process improvement, or an 
add-on service.  These are all good things, but they 
should be part of the normal course of business and 
the drive for continuous improvement.  Innovation on 
the other hand, needs to be truly new, discontinuous, 
disruptive, and value creating.  So let’s stop putting 
“operational,” “incremental,” and “adjacent” 
improvements under the innovation umbrella.

Second, demystify the process. Having a clear path 
to new ideas is what helps make innovation work.  
Companies that are good at innovation — such as 
Intuit, 3M, and Google — tend to do the same few 
things:

There are variations on these activities, and lots of 
specific tools that can be utilized, but the basic steps 
are pretty similar.  In fact, if you look at the hundreds of 
start-up courses that have sprouted at business 
schools, innovation centers, and research labs, they all 
have the same basic flow.  Unfortunately, in the rush to 
capitalize on the current interest in innovation, 
consultants and academics have created all sorts of 
esoteric language and secret hand signals that make 
the process more complicated than it needs to be.  That 
doesn’t mean that innovation is easy — just that it 
doesn’t have to be a black box that can only be 
unlocked by a wizard or guru.

They continuously generate a lot of ideas based on 
input from internal and external sources 
(ideation).

They develop the few ideas that have the potential 
to solve problems for customers and be 
commercially viable (selection and design).

They quickly develop prototypes and models that 
can be tested both in the laboratories and with 
customers (rapid experimentation).

They iteratively refine the innovations, and make 
decisions about whether to fail or scale, based on 
pilots and additional tests (incubation).

This Harvard Business Review blog was originally published on 01/06/14 at https://hbr.org/2014/01/dont-abandon-innovation-simplify-it.
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Third, be clear about how managers can best enable 
innovative thinking.  Again, the key ingredients are 
straightforward: Robust and regular interaction 
between people from different areas (e.g. marketing 
and engineering); support and encouragement for 
internal entrepreneurs (including giving them some 
amounts of time and freedom); recognition and 
rewards both for people who succeed at innovation and 
those who fail smart; and targeted investments for 
projects that warrant further exploration.  These aren’t 
necessarily easy steps, and may be foreign to many 
companies, but they also don’t require a wholesale 
revamping of the corporate culture, a mythical CEO, or 
relocation to Silicon Valley.

Since the financial crisis of 2008, most established 
firms have reduced costs, focused their resources, and 
become more lean and efficient.  Now, however, they 
face the challenge of how to grow — which will require 
the development and implementation of truly 
innovative products, services, and business models. 
Making that happen might be hard work, but that 
doesn’t mean innovation has to become a dirty word.

This Harvard Business Review blog was originally published on 01/06/14 at https://hbr.org/2014/01/dont-abandon-innovation-simplify-it.
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Schaffer Consulting
Schaffer Consulting helps clients accelerate 
progress on their most important financial and 
strategic goals.  

We believe that every organization has untapped 
potential to perform at significantly higher levels. Our 
approach unlocks that capacity, helping 
organizations make rapid, measurable progress 
towards key priorities. We are equally focused on 
helping teams develop growth-enabling capabilities, 
so the results they achieve in the near term have 
lasting impact.

Schaffer helps companies identify the barriers 
impeding innovation and develop and implement 
strategies to overcome them. Our approach is 
grounded in the lean start-up philosophy. We work 
with innovation champions and teams to clarify, 
validate, and refine ideas through rapid-cycle 
experimentation. Clients benefit by identifying and 
scaling winning ideas in a matter of months, or 
failing quickly and cheaply to minimize risk. By 
focusing on learning throughout our engagements, 
we help organizations build the innovation muscle 
necessary for sustainable success. 
 

Ron Ashkenas
Ron Ashkenas is a senior partner of Schaffer 
Consulting. He is a co-author of The GE Work-Out 
and The Boundaryless Organization. His latest book 
is Simply Effective.
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