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INTRODUCTION

The beauty in constraint, and why it matters

A few years ago, the Internet meme “Do Your Best Jagger” sprung from the game of
the same name. The rules were not complicated: players could challenge each other, at
any time, in any place, in any medium they liked, to do an impression of Mick Jagger
of the Rolling Stones performing on stage.

As soon as you received the challenge, you were obliged to do your impression.
There was no waiting until you were somewhere a bit more private, or until you had
taken your coat off, or finished your falafel. You had to channel your inner Mick there
and then, in front of whatever audience you found yourself—and in the consequent
video lay the success of the meme.

The interesting question is not so much why one would ever start on this kind
of madness, but why the game worked so well. How was it that, even when imitated
poorly by a reluctant amateur at the counter in Subway, the audience understood that
Sir Michael Philip Jagger was briefly in their midst? How did the veteran rocker come
to create an onstage routine recognizable to anyone with even the briefest acquaintance
with a Rolling Stones concert?

The answer lies in the beneficial effect of a constraint.

In Keith Richards’ autobiography, Life, Jagger’s fellow Stone explains how this
distinctively flamboyant style came about. When the Stones started, he says, they
played very, very small venues, and by the time the equipment was set up and the
audience in place the singer often had a space no bigger than the size of a table to
perform in. But as the front man of a band ambitious to break through, Jagger learned
to work it, even in such a confined area, and it was from this combination of desire and
restriction that his unique moves evolved.
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At some point, consciously or unconsciously, the young singer made a decision
about how to respond to the space constraint. It could have led him to be static,
restricted, somehow less; instead he used it as stimulus to be more dramatic, engaging,
distinctive, compelling. He used it to make him more.!

Beauty or the beast?

Constraints have a bad rap. Constraint is, by definition, a negative thing. Its imposition
prevents us from acting as we would like to, because it restricts us in some important
way. Constraints hold us down, knock us back, make us fail. “Don’t fence me in,” the
old song says: if you want me to show what I can do, then leave me unconstrained.

This book’s aim is to show how and why the opposite is true. How constraints can
be fertile, enabling, desirable. Why they are catalytic forces that stimulate exciting new
approaches and possibilities. How they can, in fact, make us more than we were, rather
than less than we could be. Why we should see in them beauty, rather than the beast,
and why that is more important now than ever.

The invisible gift

The beneficial power of constraint is all around us, whether we recognize it or not.
In lifelong relationships, we commit to one partner to the exclusion of others; the
constraint we put on ourselves allows us to focus our emotional energy on building
a life with that person, and gives us a deeper level of intimacy and security in return.
In play, we understand that the limitations our favorite game’s rules impose also give
that game its unique character, energy, and pleasure; to relax those parameters means
less of each. And a critical part of good parenting lies in understanding what limits are
beneficial both to our children and to our family life—and then staying true to them,
whether they are welcomed by our adorable little digital natives or not.

In business, the forced but delicious fruits of constraint are all around us, their
starting impetus now all but forgotten. Google’s home page is as simple as it is because
that was the limit of Larry Page’s coding ability at the time. He couldn’t afford external
resources, and all he knew how to do was create a search box and a logo—so while the
rest of the search brands visually cluttered their home pages, Google’s simplicity stood
out for its understated respect for the user. Mario, the most famous character in the
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world’s largest entertainment business, is as colorful as he is because of the challenges
of eight-bit technology: to compensate for poor pixilation definition, designer Shigeru
Miyamoto gave the character a large nose to emphasize his humanity, a mustache to
obviate the need for a mouth and facial expressions, overalls to make it easier to see
his arms in relation to his body, and a cap to free him from the problems of animating
hair; the most recognizable character in video game history was born of technical
constraints. Basketball owes much of its relentless energy to the introduction of the
24-second shot clock in 1954. And Twitter—well, we all know about Twitter. Which
of us would be using Twitter at all today, if it had a limit of 14,000 characters rather
than 140?

While the benefits differ, each of these constraints prompted a kind of enhancement.
The people working with them made their constraints beautiful.

New realities that call for a renewed inventiveness

Any good business has always worked within clear parameters. The whole concept of a
brand, for instance, is in effect a beautiful constraint. It is the clarity on what that brand
is not, as much as what it is, that allows a team to focus on finding fresh, relevant, and
inventive ways to be true to what it stands for. When a brand stops respecting those
limits and tries to become something it is not, it becomes weaker.

As authors and practitioners, we have spent most of our professional lives thinking
about strategy and constraint. Our company specializes in challenger brands and
businesses, for whom an ability to turn constraints to their advantage is particularly
important. Challengers always have ambitions larger than their resources, and often
lack what conventional wisdom would consider to be critical: a marketing budget, an
R&D department, or a certain kind of functionality, for instance. They have to work
with their constraints, reframing the conversation, creating a different marketing or
business model. Indeed, how a challenger can make constraints beautiful often lies, for
them, at the heart of a successful strategy.

In the sixteen years since we started eatbigfish, there has been a broader shift
toward thinking like a challenger. It has become common to hear established market
leaders talking about the need to maintain a challenger mindset as they seek to keep
pace with a changing world, alert to insurgents keen to eat their lunch. Forced to
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compete for growth with ever-leaner headcount,
resources and time, the injunction to “do more with
less” has entered the mainstream—albeit without
any real definition of what that means or how to do
it. Regardless of the nature or size of the business,
constraints of time, resources, and people are here to
stay. One of the leadership challenges of today, like it
or not, is the requirement to grow within constraints.

There is no shortage of stimuli here. All around
Uus we see a new generation of inventiveness with
constraint at its heart. Cars that go faster while using
less fuel, fast food that’s healthier, farming methods
that create greater yields while using less water.

Sometimes these businesses are responding to
constraints imposed on them. A new beer company,
launched in the recession, lacked a marketing budget
and was denied a bank loan. So instead they shared
equity for cash, multiplying customer loyalty and
advocacy, and became the fastest growing food-
and-drink brand in the UK. Four California schools
found a way to catch students up three grade levels
in a year while biting down on a reduced budget.
An unloved, long-struggling detergent brand, denied
access to superior cleaning ingredients, found a
different way to create value, and became Unilever’s
fastest-growing global brand.

Often, though, they are businesses that look to
create breakthroughs and competitive advantages by
imposing challenging constraints upon themselves.
A new boutique hotel chain created a high-end
yet affordable experience by denying itself many
of the givens of a great hotel, such as the reception
desk and restaurant. A seventy-year-old furniture

The injunction to “do more
with less” has entered the
mainstream—albeit without
any real definition of what
that means or how to do it.

company set itself the target of producing a coffee
table for just twice the price of a latte to put on it,
and found an entirely new way to make a table. The
ruling body of a motor sport precipitated a clutch
of new innovations by requiring every competing
team to produce engines that were 30 percent more
fuel efficient, while maintaining the speeds that keep
audiences excited.

We are living in an era of extraordinary people
rewriting our sense of what is possible. They make an
unarguable case that a constraint should be regarded
as a stimulus for positive change—we can choose
to use it as an impetus to explore something new
and arrive at a breakthrough. Not in spite of the
constraint, but because of it.

The Age of Scarcity, The Age of Abundance

We sit at a nexus between an abundance of
possibilities on one hand, and the reality of scarcities
on the other. As business people, there is so much
insight and opportunity available to us today. If
we care to, we can learn how dynamic companies
are breaking through, anywhere on earth. We have
unprecedented opportunities to connect with our
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customers. Scores of potential partners could help us rethink, retool, manufacture,
source, create, connect, and grow. And we can access the knowledge of everybody in
our business, 24/7, if they would only take the time to reply to us. Which is where
scarcity, the other reality, kicks in. Because, like us, they are all under pressure to
do more with less, to manage an abundance of choices with tight budgets and lean
teams. And these are only the current constraints. Fluctuating raw-material costs,
retailers looking to recoup their own reversals in fortune from us, changes in the
regulatory landscape, emerging new competitors from unexpected sources—every
year offers a fresh series of constraints that will shape our trajectory forward, for
better or worse.

Our personal and social lives are defined by the same dynamic of expanded
opportunity and keenly felt limitation. We have access to more entertainment,
knowledge, and personal development options than we will ever have time to use.
Technology puts us in touch with an ever-expanding number of people. The ability
to explore and share what we are passionate about is exponentially greater than it
was even fifteen years ago. And yet we also feel short of time, energy, and attention.
As Arianna Huffington has put it: “A world of too much data, too many choices, too
many possibilities and too little time is forcing us to decide what we value.”

And as global citizens, we participate in a world of finite natural resources, with
an increasing global population and increased demands from a new wave of ambitious
economies. Potential new sources of abundance—cheap energy from solar, or more
ideas from greater access to knowledge, for example—have yet to fully answer the
challenges. We will need to learn to live with new kinds of constraints if we want the
planet to support the next generation in the way it has supported ours.

So are things getting better, or are they getting worse? The answer, we have to
believe, lies in our own hands. It hinges on how we choose to approach these new
and emerging constraints, and whether we have the confidence to choose the path
toward stimulating new possibilities. We are the stories we tell ourselves, according to
psychologist Timothy Wilson; if we believe constraints only limit us, then they will.
But Wilson also notes our remarkable capacity to redirect our narrative by taking small
steps in a new direction, which become self-sustaining when they pay off. Our hope
is to provide those steps, and start to change the narrative, so we can all grow to make
constraints beautiful.?
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What is a constraint? And what do we mean by making it beautiful?

So where do we begin? It is striking that, while the world is full of encouragement
in this regard (most cultures have an expression equivalent to “every cloud has a
silver lining”), it’s harder to find practical ways to translate that encouragement into
action. The first version of the old American expression “When life gives you lemons,
make lemonade” dates back to 1915; yet in the intervening hundred years of human
experience nobody seems to have sat down to write a second part to the saying: what
the recipe for making lemonade might actually be.

There is a body of influential work on the modern relevance of lean,* frugal
innovation,’ Jugaad,® and even the value of dyslexia to entrepreneurs.” Each of these
offers insights into a different part of what it means to thrive within a particular set of
constraints. Where substantive work has been done specifically about constraints in
business, its focus is different from ours. 7he Theory of Constraints (known as TOC),
first introduced in 1984, differs significantly from our ambition, both in its narrow
definition of a constraint and in the type of response it proposes. It defines a constraint
in terms of a performance-limiting restriction on a system, and specifically the one
that is most limiting—the organization’s weakest link. TOC proposes solutions for
restructuring the organization, or key processes within it, in order to manage that
constraint, eliminating its negative effect. Once this weakest link has been removed,
what now becomes the new weakest link in the system becomes the next constraint on
which to focus.?

TOC is a successful approach for some situations and businesses. Our interest,
though, is not in eliminating constraints, but in positively leveraging them. We are
proposing broader definitions of constraints and the situations in which we encounter
them, and describing methods that can unlock a constraint’s transformative benefits to
make it a beautiful source of possibility and opportunity.

It will help to define first what we mean by a constraint, and what we mean by
making it beautiful.

In this book, a constraint is a limitation, imposed by outside circumstances or by
ourselves, that materially affects our ability to do something. Constraints fall into four
different groups: constraints of foundation (where we are limited in something that is
usually seen as a foundational element for success); constraints of resource (where we
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are limited in an important resource, such as money or people); constraints of time
(where we are limited in the amount of time we have to do something); and constraints
of method (where we are limited by having to do something in a certain way). An
example of a constraint of foundation would be starting a shoe store without being
able to let customers try shoes on before purchase (because you are an online retailer).
A constraint of resource might be an airline having to fly a four-plane route, but having
only three planes to do it with. Constraints of time need the least explanation here; we
will all recognize these in our lives. And an example of a constraint of method might
be making a hospital apply the systems of serving fast food to the way it performs life-
changing eye surgeries.

By making a constraint beautiful, we mean seeing it as an opportunity, not a
punitive restriction, and using it as a stimulus to see a new or better way of achieving
our ambition. You will probably be familiar with the examples we have used above to
illustrate the point.

The first example, the shoe store that wasn’t able to offer customers the chance to
try before buying, was, of course, Zappos. That limitation spurred them to introduce
two important dimensions to the Zappos experience: first, a “we’ll pay all shipping
and make it really easy for you to return” process and, second, what they famously
call “wow” customer service: warm, friendly interactions that have made customers
not only comfortable buying shoes in this way, but evangelists for Zappos, with Net
Promoter Scores typically in the early 1990s. CEO Tony Hsieh now describes Zappos
as a customer service business that happens to be selling shoes. They could, he says, just
as well go into the airline business.

The second example, a constraint of resource, is about Southwest Airlines. In the
1970s, they had to sell one of their four planes, but were determined not to lose any
of the routes they had acquired. To keep them, they were forced to find a way to fly
four routes with three planes. This led them to a different constraint, one of time:
they worked out that they could fly a four-plane route with three planes only if they
could hit a ten-minute turnaround time. They had to get all the arriving passengers
and luggage off, clean the plane, and get the departing passengers and luggage on
within ten minutes—when the average U.S. domestic airline turnaround time was
an hour. The ways they found to do this (introducing the then unfamiliar concept

Introduction: The Beauty in Constraint, and Why It Matters



of unallocated seating, for example), allowed them to maintain their four routes and
even bring in new customers, who loved not sitting around on the tarmac as they
did on other airlines.” New practices became parts of their longer-term model as a
low-cost airline and the record years of profitability that followed. And the moment
defined for the company what made them special: a few years ago when we interviewed
Colleen Barrett, then President of Southwest, and asked her what best captured the
spirit of Southwest for her, this was the story she told—a story of constraint-driven
inventiveness some thirty years before.

The third example, of a constraint around method, is about Aravind eye hospitals.
Their founder set himself the ambition of delivering mass-market, high-quality eye
surgery for poor Indians at a fraction of what a comparable operation would cost in
the West. His obsession with efficiency famously led him to emulate the assembly-line
discipline he saw at McDonald’s Hamburger University. Now Aravind can carry out
60 percent as many eye operations as Britain’s NHS every year, at a thousandth of the
cost, and with half the rate of surgical complications experienced in eye surgeries in
the UK."

In each of these long-established businesses, constraint linked to ambition has
spurred better practices or even transformations. In each case, the people involved
accepted the constraint and found a new opportunity in it.

We are not suggesting that all constraints have the potential to be beneficial. The
latest research into the psychology of scarcity, which we will explore later, has shown
the disabling effect of extreme poverty, creating a kind of tunnel vision that prevents
people from being able to focus on anything else, or have any real insight on how to
improve their situation. Extreme constraints like this, so fully dominating a life, are
not constraints with a potential beauty, and this book does not attempt to encompass
them. But most of us are fortunate not to be in this position; it is the broader set of
constraints in our lives that we will focus on.

The learning journey: Five groups for whom constraint means more

Are the people behind cases like the ones above just a few brilliant individuals, or is
there an underlying approach we can all learn from? We weren’t expecting to find
a formula, but we thought we could, at least, establish whether the ability to make
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constraints transformative was an intuitive process—the unique gift of an exceptional
individual—that could not be transferred, or whether we could uncover and develop
just enough process to be useful to a broader group. Three years of research took us to
five different sources of learning:

1. Creative and problem-solving professionals

For engineers, designers and other creative problem-solvers, a formal definition
of the constraints within which they must work is essential to channel energies and
expand creativity. It was David Ogilvy, eponymous founder of the iconic advertising
agency, who celebrated this relationship with the remark, “Give me the freedom of a
tight brief.” We went to talk to some of the most admired in their field: Michael Bierut,
a principal of the design firm Pentagram, whose clients include Saks Fifth Avenue
and the New York Times; Dan Wieden, the adman who created Nike’s advertising;
and Yves Behar, the product designer behind One Laptop Per Child and Jawbone.
Alongside this group of “creatives” we added the likes of Farm Input Promotions Africa
(FIPS-Africa), who are finding ways to increase productivity for smallholder farmers
in Kenya, and the principals of Stanford University’s Design for Extreme Affordability
course, who teach students to develop products and services for the world’s poor.

2. Challengers in Business who indeed do more with less

We drew on our own research over the last sixteen years for the Challenger Project,
a study in which we have interviewed over two hundred brand owners and business
leaders who achieved significant growth in the face of different kinds of constraints.
Over the same period, our consultancy has also worked with many different types of
companies and challenges; our experience is hands-on and practical, not simply that
of the ivory tower; it was this very experience, in fact, that drew us to this subject in
the first place."

3. Academic research

There are over 70 academic studies relating to the effects of constraints on creativity.
Janina Marguc at the University of Amsterdam helped us explore them all. Several of
these were illuminating, and we have referenced them where they added insights, or
helped more fully explain some of our own findings or beliefs."?
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4. Cultures and ideas explicitly linked to overcoming constraints

There are interesting subcultures that deal with constraints. In computer science,
the concept of kludging (finding a quick and dirty solution because you have no
other option) is related to the hacker ethic, and the French have the related concept
of Systeme D. Some countries have similar, farming-led cultures around a “can-do”
atticude towards constraints—South Africa’s Afrikaans expression “a farmer makes a
plan”(essentially working one’s way round an obstacle or setback) is not far from the
Indian culture of Jugaad, and finding a solution to a challenge with whatever you have
at your disposal. Each of these is a way of thinking about tackling a problem, rather
than a process, but provided useful learnings nonetheless.

5. Old dogs learning new tricks

We also looked at large companies that had learned to use constraints productively
in different areas of their businesses. From these we gained confidence that something
like the “just enough process”™ we were secking to define could also be learned and
applied within large organizations that had not always behaved in this way.

Our journey took us to San Francisco and to New York University to talk to leaders
of some of the most influential studies on the effects of constraints on creativity,
to Johannesburg to learn how the South African mining industry communicates
critical safety messages to audiences with limited common language, and to Mumbai
to understand how a retailer made a success of a western franchise whose products
neither its consumers nor its staff understood. We looked at the invention of the
aircraft carrier, the transformation of healthcare in Alaska, and the creation of human
capital in Taiwan. We learned from people who had sudden epiphanies and people
whose breakthroughs came one step at a time over twenty years. We visited corporate
cultures that routinely ask employees to tackle questions they have no idea how to
answer, and succeed. We met supply-chain directors, pit stop mechanics, marketers,
bakers, entrepreneurs, educators, start-up founders, scientists, designers, agronomists,
and engineers, all of whom were ambitious and determined enough to have found
ways to use constraints to their advantage, and from whom we learned what we
needed to develop tools and frameworks for applying the learning to other situations.
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Ten years from now, we
would like to search Google
for a definition of constraint
and see it include this:

a limitation or defining
parameter, often the stimulus
to find a better way

of doing something.

Because inspiration, stories, and principles will
only get us so far, we needed to be able to translate
this way of seeing into a way of doing, of applying,
of leading. The book offers six tools to help work
through how to turn our own constraints into sources
of possibility and advantage. And it offers a simple
overachieving process to frame those tools, not
because there is a formula for success, but because if
we want to apply this to our organizations as well as
ourselves, we will need to bring others along with a
common understanding.

With this book, we want to make the questions
“Where is the beauty in this constraine?” or “How can
we make this constraint beautiful?” both natural to
ask and reflective of a new way of seeing constraints—
one that is alight to their possibilities rather than
shadowed by their threat. To capture the capability
to realize that potential, we hope to reclaim the word

and the idea of inventiveness, and make it a concept
that’s more accessible for more people, in more
domains. In the business world, innovation seems
to have become a little elitist, something for special
departments in corporations, or those whiz kids in
Silicon Valley, all of whom work on Big Ideas. We are
proposing that inventiveness can sit alongside that,
but as a generalist rather than specialist capability,
one brought into the activities of every one of us
around constraints. While we will focus primarily on
the application of this inventiveness to constraints in
business and enterprise, we will also have half an eye
on a more personal application, and a perspective on
how it relates to some of the bigger issues we face as
global citizens.
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The structure of the book, and how to use it
PART ONE: The process of making constraints beautiful

The first part of the book unpacks the mindset, method, and motivation needed to
find the beauty in a constraint. These six steps define the ABC approach.

In Chapters One and Two we explore how to understand and create the right
mindset about constraints: what is blocking us from having that open, optimistic
sense of possibility, and how we can become unblocked. We begin in Chapter One:
Transformers, Neutralizers, and Victims by looking at three different perspectives
on the impact of a constraint on an ambition, and whether they are personality types
or just perceptual stages that we can actually move between. Chapter Two: Path
Dependence explores how our habitual ways of behaving prevent us from finding
new ways to solve new problems, and how we often remain blind to these habits,
making it harder to break them.

The section on method in Chapter Three: Propelling Questions begins with
an exploration of the most productive kinds of questions we can ask, and what makes
them so powerful in addressing constraints. In Chapter Four: Can-If we look at how
to answer those questions in a way that keeps optimism, as well as sustained creative
thinking, alive in the solution phase. This group of chapters concludes with Chapter
Five: Creating Abundance, an exploration of what it really means to be resourceful
in a business culture that has largely forgotten what resourcefulness is, and offers a tool
for seeing afresh our real potential here.

Chapter Six: Activating Emotions looks at the third of our key elements,
motivation, and in particular at the theory and practice of engagement with constraints:
why emotions are so important, which we should be focusing on, and why.

Figure 0: Chapters One through Six—The
six steps that define the ABC Approach
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PART TWO: The application of the concept, and why it matters now

We then pressure test our emerging point of view with two challenges. Chapter
Seven: The Fertile Zero looks at brands and businesses that have been constrained
to the point of having next to nothing of a key resource: is it possible for even this
extreme nature of constraint to be fertile and, if so, how? And the second, Chapter
Eight: Constraint-Driven Cultures, asks whether we are simply telling a story of
one-offs from remarkable people. What’s the evidence that this kind of mindset can
take root in a large organization and become a repeatable method?

Chapter Nine: Scarcity and Abundance explores in more detail the critical
context we have only touched on in this introduction: why the ability to embrace
constraints will be more important than ever as we live in the tension between scarcity
and abundance.

Chapter Ten: Making Constraints Beautiful draws together a summary of the
learnings of the book and proposes a range of ways that we can use it ourselves. And
Chapter Eleven: Leadership and the Future of Constraints concludes the book
with a perspective on what transforming constraints in this way demands of a leader.

While there is a narrative across the book, it is not necessary to read it in order,
although we would recommend that Chapters Three, Four, and Five be read in
sequence. For those who find themselves constrained in attention, the beginning of
each chapter lists the key questions that will be addressed in the pages that follow;
you can browse and see if you are curious about the answers to those questions before
reading the rest. For those constrained in time, there is a brief summary of the key
points at the end of each chapter; these are boxed in red, to make them easy to find and
reference. Collectively they can be read in 21 minutes and 20 seconds.

Let’s go.
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INTRODUCTION: CHAPTER SUMMARY

Most of us tend to see constraints as restrictive and adversely limiting. This book shows
how and why the opposite is true: they are actually fertile forces of enhancement,
stimulating new possibilities.

We can, in fact, see the beneficial effects of constraints all around us in popular and
business culture, from the video-game character Mario to the principles of good
parenting.

We define a constraint as a limitation that materially affects our ability to do something.
In the chapters that follow, we will see constraints falling into one of four groups:
constraints of foundation, resource, time, and method.

In some cases, the people we discuss were responding to constraints imposed on them;
in others, they have deliberately imposed a constraint on themselves to spur a new

breakthrough.

The capability to make constraints beautiful is increasingly important to all of us. We all
live at the nexus of scarcity and abundance, and the capability to turn constraints into
sources of opportunity will increasingly be a key definer of progress in our personal as
well as our business lives.




VICTIM,
NEUTRALIZER, &
TRANSFORMER

Our starting relationship with constraints

THIS CHAPTER FOCUSES ON:

1. How can we best assess our 2. What are the keys to 3. What can a broader group
own starting relationship moving to a very different of us learn from people
with constraints? kind of relationship with who see constraints as

constraints, one that would inherently beneficial?

make us more able to take
advantage of them?
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Constraint and ambition

Imagine you could develop a new system that enabled your business to use 50 percent
less of your most precious resource, while at the same time driving 20 percent growth.
Not a promise of future growth, but immediate growth. What would that be worth
to you?

To increase output by double digits while halving inputs in one year—even in
today’s efficiency-obsessed economy—this, surely, is almost impossible. If a team had
found a way to achieve it, we would know about it; they would be on the cover of every
business magazine.

And yet, somehow, they are not.

But while modern drip irrigation may so far have failed to set the dinner tables of
the Twitterati alight (you are welcome to try it this evening), it remains a remarkable
and ongoing story of growth in the face of constraints.

Until the mid-1960s, the Kibbutz Hatzerim eked out a living farming in the Negev
desert of Southern Israel (Negev is the Hebrew word for dry). Though committed to
farming, they realized that to thrive they would need to bolster their fragile existence
with a business alongside their agriculture. Determined to find an industry that
leveraged their expertise as farmers, they partnered with an engineer, Simcha Blass, to
build and sell a new kind of irrigation system. Years earlier, Blass had noticed a line of
trees, all planted at the same time, in which one tree stood considerably taller and fuller
than the rest. Investigating, he discovered a small leak in a pipe that dripped constantly
near the roots of the tree. Experiments led him to realize that drip irrigation, giving as
it could just enough water at regular intervals, was both superior in growth effects to
flood and even sprinkler irrigation, and vastly more efficient in water consumption.
But it wasn't till plastic tubing became commercially available that he and the farmers
of Hatzerim were able to commercialize his insight.

During initial trials of the dripperlines, their new plastic piping system, on Hatzerim’s
own crops, water use fell by 50 percent, while yields of peaches, pears, and apricots
improved so dramatically that some of the kibbutz argued excitedly that they should
keep the technology a secret, and just use it for themselves; many of them still, after
all, simply thought of themselves as farmers. But there was a greater ambition at
play—it was clear that this was an opportunity to launch a new industry, with much
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bigger benefits for the kibbutz than simply boosting their own crop. The joint venture
between Blass and the kibbutz was called Netafim.

Netafim is now an $800 million company. Its success has been driven by the
tension between ambition and constraint, above and beyond the initial need to
grow crops in a desert. The company’s growth put a strain on the resources of the
kibbutz, who refused to compromise on one of their founding principles: that they
wouldn’t use hired help. So with only fourteen full time people assigned to work
in the factory where they manufactured their drip systems, the only way to handle
Netafim’s growth and simultaneously maintain their principles was for everyone in
the kibbutz to put in one shift a week on the production line, in addition to their
other jobs. This in turn meant that everyone in the kibbutz became more connected
to, and knowledgeable about, this new initiative that would be so critical to their
future.

The new drip irrigation system boosted the kibbutz’s (and the country’s) fruit and
vegetable production so much that they could begin exporting. But political tensions
in the region meant that their neighboring countries wouldnt buy from them—a
constraint requiring them to develop and grow fruits and vegetables with longer shelf
lives, for export to Europe. And, finally, the challenges of clogging within the drippers
forced a continuous quest for superior pressure-compensation and self-cleaning
technology within the dripperlines themselves; what may look like a hosepipe with
holes is a deceptively brilliant piece of engineering.

Netafim is now ambitious to have greater global impact. Their systems can
contribute to food security in countries that must use less water but feed growing
populations on finite arable land. They can help lift subsistence farmers out of poverty,
and help solve gender issues: with drip irrigation, women in rural communities spend
less time each day walking to collect water, and can spend that time instead developing
new skills as well as being with their families.

Yet today only 5 percent of the world’s irrigated fields use drip irrigation, in part
because the system’s initial cost is a barrier for the world’s 500 million smallholder
farmers. This tension between global ambitions and the constraint of price has driven
the next stage of innovation for Netafim. Now they are aiming to produce cheaper
systems, while developing programs with the Indian government to subsidize them
with grants. Once they are able to demonstrate the impact of their systems, not just
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on yields and water use, but on the wider community, they believe they will be able to
open up many more new markets.

Keeping the ambition high in the face of a succession of constraints, it seems, has
been at the heart of much of Netafim’s fertility.'

Stages or personalities?

Michael Bierut routinely deals with constraints, although lack of water has yet to be
one of them. A partner at the design firm Pentagram, he is one of the world’s most
successful graphic designers, creating elegant, inventive solutions to challenging briefs
for the New York Times, Saks Fifth Avenue, Disney, and The Clinton Foundation.

When we met with him, the importance of the relationship between ambition
and constraint had already become clear. Those who refused to scale back ambition in
the face of constraint, like Netafim, seemed to be the ones most likely to find a way to
make the constraint beautiful, whereas those who reduced their ambition were more
likely to find the constraint constricting.

For the first group, the ambition was the vital, even dominant, part of their
mindset. While they might not always know how to make the constraint work to their
advantage, they used the tension between the scale of the ambition and the nature of
the constraint to fuel the search. They had to make it work.

For the less ambitious, the opposite was the case; the constraint was the dominant
dynamic. They looked to reduce the tension between the ambition and the constraint by
trimming their ambition in line with the severity of the constraint. The constraint was
allowed to limit them.

Our hypothesis at the time was that there were three kinds of people:

1. Victim: Someone who lowers their ambition when faced with a constraint.

2. Neutralizer: Someone who refuses to lower the ambition, but finds a different
way to deliver the ambition instead.

3. Transformer: Someone who finds a way to use a constraint as an opportunity,
possibly even increasing their ambition along the way.

Butlistening to us describe these different types, Bierut offered an alternative interpretation
based on his own experience. He recognized, he said, all three types in himself; even
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today, despite his track record, he still finds himself passing through each of those
stages when facing a brief with tough constraints.

His reaction each time was initially as a victim, bridling at the constraint and at the
person who had put it there; he noted the spark one could get from kicking against that a
little. Then as he spent more time with the brief, he passed into the neutralizer stage (“Wait
a minute—maybe there’s a way through this”); and finally, while exploring the possibilities,
he moved into the transformative stage, where the ultimate solution lay. Indeed, making
this journey was part of the energy of the problem-solving process for him.

These were not three kinds of people, then, but three stages that problem-solvers
went through—even the most talented and experienced of them. And this was an
important shift in our thinking: if we have a tendency to initially react one way to
the imposition of a constraint, we need not see this as fixed and final. We all have the
potential to move from victim to neutralizer to transformer. Bierut’s suggestion, which
our experience in working with the model seems to confirm, is that most of us are
already proficient neutralizers, even transformers in other parts of our lives (perhaps
in a hobby, or sports, or making music); we just haven’t recognized that we can move
through these stages in other areas of our lives, too.

Michael Bierut’s insight changed the question that drives the rest of this project.
It takes the more optimistic view that some people are not inherently victims, for
example, but are instead temporarily stuck in one stage, needing to find a way to
progress to the next.

So the key questions then become “Why are we stuck in the stage where we are?
And how do we progress beyond it?”

Progressing through the stages

One might argue that it is relatively easy for a creative professional such as Michael
Bierut to proceed through the stages, armed as he is with experience, skills, methods,
and a strong motivation to succeed. Once the victim mindset has released its temporary
grip on him, he can address the situation more constructively.

But those of us not so used to finding the opportunity in constraints will need to be
a little more rigorous in assessing our mindset, methods and motivations, all of which
are important determinants of how well we will do in progressing through the stages.
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Greater self-awareness yields valuable insights into where we might need the most help
to progress from one stage to the next, and how best to use this book to get it.

So, think of a constraint-driven challenge of which you could be on the receiving
end. Take an important and specific goal in your professional life: a revenue or share
target, for instance; or the number of clients you need to add, throughput rates at the
factory, and so on. Now impose a new constraint on that. Say you have to hit your
target within six, not twelve months, or with half the budget, or a smaller team. The
more real you can make this, the better.

A handful of questions can now help assess our mindset, method, and motivation
with regard to that challenge.

Do we believe it is possible? (Mindset)

We will only be open to exploring ways to make a constraint transformative if we
believe it is possible. Some of us will see this naturally, through experience or an optimistic
outlook; others will be more cautious, and some even cynical about the possibility.
Questions that will help us better understand where we are and how to progress include:

*  Have I done something like this in the past?

* Is that a key part of the way I think about myself?

*  Has my organization done something like this in the past? Is it a story we tell
about ourselves?

* Do we celebrate people who do this? Do we value it?

* Am I aware of others making these kinds of breakthroughs in areas that I can
identify with—inside or outside my own organization?

At the outset, there needs to be an honest assessment of what the dominant narrative
is—either your own, or that of your organization. It may be that some surfacing or
reframing of hidden stories is needed to raise the initial level of self-belief; believing we
tend toward a victim mindset can easily become a self-fulfilling prophecy.

Yet it is rare to find a situation without any evidence for transformation. When
pressed, most people can find a time in their lives when they have responded as a
transformer, and the history of any successful company will have moments of
inventiveness that can be harnessed for ongoing inspiration and belief.
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And the world is full of people like us transforming constraints. We need to look
up and look around. They are not hard to find.

Do we know how to start to do it? (Method)

We can be open to the possibility of success, but not know how to get started,
because this situation, this kind of challenge, may not yield to the methods we use for
more conventional problem-solving. The emphasis is on “start” rather than “complete,”
because we will not know how to answer the brief yet and will have to iterate our way
to solutions. Questions to answer include:

* Do I understand how and why the usual ways of problem-solving may not
work here, and may hold us back? (Chapter Two: Break Path Dependence,
addresses this question.)

* Do I understand the best way to frame the challenge to be most productive?
(Chapter Three: Ask Propelling Questions, answers this.)

* Do I understand how to best structure the search for solutions so we can
maintain momentum in the face of such a difficult challenge? (We look at this
in Chapter Four: Can-If.)

People and teams not accustomed to working with constraints will benefit from a
shared sense of how to approach them, especially at the start. Chapters Three, Four,
and Five introduce some of the tools that will make it easier to do this.

How much do | want to do it? (Motivation)

We can believe that it might be possible, and know how to start doing it, but if
we aren't driven to do it, then progress is unlikely. To get to the transformer stage, we
will need to put our hands up to answer questions we don’t know how to answer, and
persist on a journey that will be frustrating. We'll need to be highly motivated to do so.
Questions to answer include:

*  How do I feel about this challenge? Is it emotionally charged for me?
* Isitimportant enough to me that I am prepared to push through the challenges
that will come? Or does the organization see it as more important than I do?
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* How canI (or we) understand this challenge
differently so we will want to push through
all the barriers and obstacles that come our
way?

These kinds of questions will inevitably engage
us with the larger issues of the organization, if
we work in one, and the issues of scarcity and
abundance in the wide world in which we operate.
What's our purpose and how connected to it are
we? How connected is this project to our purpose?
Is our organization succeeding or in crisis, and does
that lend extra motivation to this assignment? Am
I excited about the opportunity we are going after?
And so on. Personal motivation is crucial to the
transformation process, and that can be sourced
from the larger narrative of the organization, as well
as our own makeup.

Reflecting on the questions in each area, we can
arrive at an assessment of where we are in terms of

DO | BELIEVE IT IS POSSIBLE?
DO | KNOW HOW TO START?

HOW MUCH DO | WANT TO DO IT?

mindset, method, and motivation. Figure 1 helps us
to map our answers from low to high (illustrated as
red crosses in the example below).

If we have a strong belief that the constraint
can be made beautiful—say we have a strong team,
with agile minds, that doesn’t quit easily in the face
of tough challenges—we would mark ourselves as
high in that column. But if we then aren’t sure how
to get started, as we've never worked on something
quite like this before, wed mark ourselves as low
in the second column. And if we have a reasonable
degree of motivation to do this—we get why this
is important, but are cautious about taking on
something this hard, perhaps—we mark ourselves
medium on the third question. So we are High/Low/
Medium. HLM.

Get the members of the team to do it for
themselves as individuals, and then for the group
or organization as a whole. This will be a useful
foundational understanding, both for beginning the

LOW MED HIGH

*—®

®

X ®

Figure 1: What is our starting point in terms of mindset,
method, and motivation around transforming this constraint?

CHAPTER ONE: Victim, Neutralizer, & Transformer




24

ABC approach—we’ll be working as a team, after all—and also potentially outside the
process (one client of ours has begun exploring it as a tool for professional development
within their organization, for instance).

Simply scoring high on any one of these questions does not make us a transformer;
we are only as strong as our weakest answer. If [ am HLH, I am still at the victim
stage; no matter how great my sense of possibility and my desire to make it happen.
If I don’t know how to start doing it, then I will not be able to find possibility and
opportunity in the constraint. Moving from a victim to a transformer stage will only
occur when we are HHH: with a high degree of belief, high degree of confidence in
our own ability to lead the initial stages of a process, and high personal motivation
to do so.

But is it possible, or even desirable, to create an environment that is high across
mindset, method, and motivation all the time? Is that how cultures that repeatedly
make constraints beautiful need to operate? And, if so, what can we learn from those
who work this way about how they stay at that level?

We flew to Oregon to ask a man who would know.

A gift in Portland

Dan Wieden, the legendary and charismatic co-founder of the global communications
company Wieden+Kennedy, describes a gift that his fledgling agency was given as it
started out—a gift that precipitated the beginning of a thirty-year sequence of famous,
even iconic creative ideas on Nike, their founding client, and made both of them
famous.

The gift was a constraint: the complete denial of everything they already knew
about how to produce great advertising.

In giving them the Nike advertising account in the early 1980s, Phil Knight,
Nike’s CEO, briefed them personally, and was very clear on what he didn’t want: he
didn’t want anything that looked or felt or smelled like “advertising.” Knight didn’t
like or believe in advertising: a competitive college middle-distance runner himself,
he had built his business selling footwear out of the back of his Plymouth Valiant at
athletics meetings in the early days, and he wanted communications that spoke to the
athletes with whom he had enjoyed that early relationship. They were not to run the
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same ad twice—you wouldn’t write the same letter
to a friend two weeks in a row, so why would you
show them the same ad? And no models—definitely
no models.

Wieden, a copywriter as well as the co-founder
of the agency, was initially thrown: with this brief,
there was no path he could follow. Nothing in his
experience could help him. And the pressure to
find a good solution did not simply come from a
desire to meet Knight's brief; Wieden had started
his new agency in Portland, Oregon, a long way
from the business hubs of New York, Chicago, or
San Francisco. Nike was a big opportunity, and it
was the only big opportunity. Wieden needed this
to work for himself and his agency, as well as for
Knight.

Wieden+Kennedy’s location presented another
constraint. Few advertising stars would leave
Madison Avenue for Oregon, and Wieden couldn’t
afford them anyway, so his initial team was made
up of “kids right out of school and people whod
been fired everywhere else—a ship of fools” who
didn’t know how to do conventional advertising very
well. The opportunity in that constraint would soon
become apparent.

Prompted by Knight's challenge to connect
with the athletes, Wieden tore out a picture of the
Finnish Olympic runner Lasse Viren, taped it to the
wall above his desk and sat down at his typewriter to
answer a new kind of question: What could he say to
the Finn that wouldn't make him laugh?

The first advertising created wasn’t the mold-
breaking work Nike became famous for. That took

The gift was a constraint:

the complete denial of
everything they already knew
about how to produce

great advertising.

time. But it didn’t feel like conventional advertising,
and it connected with athletes. The client liked it
enough to want more.

Wieden’s band of misfits seized the opportunity
to blend Nike’s authentic connection to athletes
with Knight's own irreverence and a sense that
sport deserved to be center stage in culture. They
were soon stirring up controversy using the Beatles’
“Revolution” as the soundtrack to the new fitness
boom, pairing up-and-coming filmmaker Spike
Lee with emerging megastar Michael Jordan, and
showing a bare-chested, toothless octogenarian
running seventeen miles every morning. The world
had never seen advertising like this before.

So, from this “gift” of denying the agency
everything they thought they knew about how to
do successful advertising, harnessed to Wieden’s own
constraint of not having talent to do that kind of
advertising anyway, the most widely admired and
consistently successful communications campaign in
the world was born.

And with it a culture that came to believe that it
could answer any impossible brief.?
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Transformers and their cultures

Over the last fifteen years, Wieden+Kennedy has defined its culture to ensure that
the mindset of its early days is nurtured and developed as it grows. Some of that
definition describes a method. They encourage each other to “Walk In Stupid Every
Day,” acknowledging that each problem is best solved from a place of humility, even
ignorance of what is supposed to work. And a mantra to “Fail Harder” acknowledges
that, while no one wants to fail, it is an expected part of the process when aiming for a
breakthrough, and is not to be stigmatized or used as an excuse to quit. This method,
enshrined in a culture code, and reinforced by success, instills belief. And Wieden
credits culture as the main source of strength for his business.

Wieden understands how to motivate. One of the key factors in his own success
has been a sense of crisis and urgency, with the best ideas coming right before deadlines,
when the logical mind stops screening out novelty for want of something to put on the
page. The line “Just Do It,” for instance, was written during a long night right before
the presentation of the first big TV campaign for Nike; the line itself taken from the
final words of condemned murderer Gary Gilmore to his firing squad: “Let’s do it.”

One of his roles as leader, Wieden says, is to use the same dynamic to dial up
motivation in his people. You need to keep telling them what a tough brief this is,
he says, and what an incredible opportunity it is, “to create that sense of importance
and urgency.” While the internal contest for doing the best work is motive enough for
many of his people, breakthrough comes from dialing up the intensity on a particular
assignment.

A solver of different kinds of problems, Yves Behar is celebrated by Fast Company
magazine as a superstar of the design world for his game-changing work with
Jawbone, Sodastream, and the Ouya gaming console.” The One Laptop Per Child
initiative sought out Behar’s fuseproject in 2005, when seeking to bring the price of a
laptop down to $100 from $1,000, in order to make it affordable enough to provide
to children in developing countries. When pushing hard on so many complex and
overlapping constraints of hardware and software necessary to make a tenfold impact
on cost structure, he and his team were constantly confronted with “No.”
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The reality, on a project like this, is that you hir a million snags and a million people
tell you “it can’t be done like this” or “it doesn’t make sense,” or “you shouldn’t try
this,” or “the cost of this or the engineering of that is something that we can’t do.”
And every time you are presented with one of these challenges that potentially are
crippling for the project, you say no. You go back to the big idea. You go back ro the
belief. You go back to what got you to work on this in the first place.*

There were times, Behar confesses, “I myself thought it couldn’t be done.” When faced
with that doubt, he goes back to the importance of a project. “The more noble the
endeavor,” he reflects, “the more, in a way, the constraint goes away.” He dials up the
motivation of his team time and again, using the power of the purpose.

One by one, in the case of One Laptop per Child (OLPC), solutions were found:
The guts of the machine were all placed behind a small, one-color screen, in order to
allow for a simple, durable, low-cost keyboard to be used. This necessitated a stand,
which became where the battery was housed, and also a handle, which proved to be
one of its most popular features. Flash memory was used instead of a hard drive, and
a Linux Operating System developed. While there has been debate over the ultimate
success of this program,’ there’s no doubting the inventiveness of the team that
developed the XO-1 model. Behar’s belief that he and his team can solve any problem
is summed up by his tongue-in-cheek remark at the end of our interview: “We can
bend the laws of gravity,” he said. “We can do that.”

Marissa Mayer, now CEO of Yahoo!, was at one time responsible for Google’s
search product and user experience. She understood well the positive impact of
constraints on innovation and spoke about it often: “We need constraints in order to
fuel passion and insight,” she said, believing that the difficulty inherent in constraint
enlivens her best engineers.® The Google Toolbar her team developed presented a
number of challenges: it had to be restricted in size to just 625kb (back in 2005) to
ensure it could work for any screen resolution, be downloadable fast, yet had to allow
for user customization. She would add further constraint to this brief, deliberately
limiting the size of the development team to three people and giving them a day to
create the first prototype. She understood the need to create urgency and action in the
face of potentially debilitating constraints that might lead to procrastination.
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While Mayer understands that the interaction between constraints and a disregard
for the impossible is where unexpected insights and inventiveness are born, she also
understands how difficult this might be for a mere mortal. “Constraints alone can stifle
and kill creativity,” she observes. “They can lead to pessimism and despair, so ... we also
need a sense of hopefulness that keeps us engaged and unwaveringly in search of the
right idea.”

It seems that the victim made an occasional appearance even at Google.

Knowing when and how to peak

Not even the superstar athletes featured in W+K’s Nike campaigns operate at peak
performance all the time. That leads to injury and burnout. In fact, many athletes
carefully calibrate their training regimens to peak at the right time for the big events,
and there’s an art and science to that. The same is true of the transformer cultures
we're highlighting here. They aren’t operating at the highest level of belief, capability
and motivation all the time. There are plenty of projects at Google, fuseproject and
W+K that don't come with an onerous set of constraints. Few, if any cultures could live
permanently in a transformer state.

But these individuals and cultures have developed the capability through conscious
efforts over time, and have a base-level “fitness” that allows them to step up when
needed. They have put in the work and they know they have methods to take it up a
level. They understand how to dial up the emotional intensity, too. And they believe
they will succeed when they have to, despite the “impossibility” of the assignment. They
live at a threshold level, at the border of “medium” and “high” across mindset, method,
and motivation, able to push to the critical stage when the right challenge is presented.

A mindset that sees opportunity in constraint

A fundamental difference between these inventive people and teams and the rest of us
is their core relationship with constraints. While we may see constraints as punitive,
restrictive, and to be avoided, they see constraints as necessary, beneficial, and to be
embraced.

Michael Bierut says he is incapable of working without constraints or limitations.
The result of a completely open brief for him is simply paralysis. Now it might be
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tempting to think that an open brief would be liberating—imagine how exciting it
would be to do anything one liked for a client like Nike. And yet Dan Wieden is
candid about the one time they tried this, for the launch of the Nike 180 shoe in 1991,
when they were given the shoe specs and full creative freedom:’

It was a disaster. There was no theme to anything; there was a bunch of weird film-
makers that came in and did their own little things and it added up to nothing. Ir
was a failure for us as an agency, and we didn’ live up to the relationship we had
with our client, Nike.

Todd Batty, the Canadian Creative Director for video game giant Electronic Arts, offers
an interestingly counterintuitive perspective on the result of complete freedom in his
field. The absence of any constraints on video game designers, in his view, somehow
leads not to an infinite range of possibilities, but the opposite: a predictable sameness,
where everyone comes up with something like a massive, online multiplayer game
where the city of New York has been turned into a Mafia playground.®

How do constraints help, then, for this group? What are they seeing in them that
we are not? Trevor Davis, one of IBM’s Distinguished Engineers, notes the fundamental
importance of constraints in problem definition.’ The reason a completely unconstrained
project is the most challenging is because it is so difficult to grasp what it is that you're
really trying to solve. To be very good at problem-solving, you need to be able to very
clearly articulate the problem you are trying to solve, and constraints are key parameters
of that definition (David Ogilvy’s “tight brief”). Marissa Mayer shares this view. She
needs the shape and focus of constraints to provide clear challenges to overcome, she
says. This makes it easier for the problem-solvers to know where to direct their energy.'

What we are seeing in the experience of leaders in design, gaming, software
engineering, and communications is confirmed in 7he Blank Page, a study of the effects
of constraints on creativity. Dr. Caneel Joyce conducted a number of studies, both in
the lab and with 43 new product development teams, to test the effect of choice on
the creative process. Previous studies showed that giving people too much choice limits
creativity, just as giving them no choice at all does. Her study explored the continuum
between these two poles and found the sweet spot: just enough constraint incites us to
explore solutions in new places and in new ways."'
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Joyce uses the analogy of a playground.'? Researchers found that when you put
up a fence around a playground, children will use the entire space—they’ll feel safe
to play all the way to the edges. But if those walls are removed, creating a wide-open
playground, the space the children choose to play in contracts: they stay toward the
middle and they stick to each other, because that's what feels safe. This, Joyce suggests,
is what happens in the creative process. When there are no clear limits in the brief
itself, we aren’t sure what boundaries to explore and push against. We end up without
the necessary focus and passion of which Marissa Mayer speaks. In fact, one of Joyce’s
surprise findings was that in the absence of explicit constraints, the unconstrained teams
created more conflict, stemming from all the different unarticulated assumptions and
implicit constraints that team members created in their own heads, as if to fill the void.

There is, it could be said, one other key difference between most of these creative
professionals and the rest of us, and that is their relationship with solving problems.
Many of this group are, by their own admission, problem-solving junkies; they love
the difficulty of the problems they solve. They like constraints because they like solving
problems, and constraints make problems easier to solve.

But even if we don't enjoy solving difficult problems, we need to become more
confident in how to approach them. Which means we need to get comfortable and
confident in dealing with constraints.

Deliberately imposing constraints upon ourselves

The power of constraints to force us beyond the familiar is a core part of comedian
Jerry Seinfeld’s approach. If Seinfeld is in the business of comedy; it is a very successful
business, with syndication rights for Seinfeld alone bringing him over $30 million
a year. Part of what makes his comedy different, Seinfeld has observed, is that he
deliberately denies himself sources of the easiest laughs, such as sex or swearing—or
for that matter, any topic people are interested in talking about. Seinfeld’s comedy is
deliberately about the humdrum minutiae of life:

1 do a lot of material about the chair. I find the chair very funny. That excites me. No
ones really interested in that—ubut I'm going to get you interested .... Its the entire
basis of my career.”
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Jerry Seinfeld in NBC’s Seinfeld

Up to now, we have been discussing constraints
as those imposed on us by circumstance or by
someone else. But Seinfeld is an example of a
creative professional so confident in his ability to
transform constraints into something positive that
he proactively imposes them on himself, to make
his content more original and fresh. Seinfeld is this
good because he has performed live a couple of
times a week every week since 2000, trying out new
material each time. He sees his disciplined approach
to practicing transforming his chosen constraints as
having more in common with an exacting athlete
than a creative artist.

Seinfeld’s story highlights a crucial distinction
between situations where we respond to a constraint
that was not of our making, and situations where we
impose constraints on ourselves to stimulate us to see

new possibilities and opportunities; he is a proactive,
rather than reactive, transformer. We will look later
at cases of organizations that have moved through
each of the stages we have discussed in this chapter as
they became more confident in their ability to turn
constraint into opportunity.

Nike, for example, responded initially as a
victim when singled out by labor activists for alleged
sweatshop practices. But they developed a growing
sense of confidence in their ability to turn these
lemons into lemonade when a series of product
improvements resulted from changes they were
forced to make. Nike now sees its ability to define
and transform constraints as a competitive advantage,
and has moved into this proactive transformer stage.
Michael Bierut was right, it seems: we are not by
nature one or the other of these types. Even very
large organizations can learn to move between them.

We are not by nature victim
or transformer; even very
large organizations can learn
to move between them.
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The stages and strategies in response to constraints

Table 1 below summarizes the different attitudinal stages we need to move through in
order to evolve our mindset and approach towards constraints.

Foundational Premise

Types of Strategies

Victim Stage

This constraint will necessarily
inhibit our ability to realize our
ambition.

Avoidance strategies: denial of
the constraint

or

Reduction strategies: reduce
level of ambition to fit perceived
impact of constraint.

Neutralizing Stage

Our ambition is too important to
allow this constraint to inhibit it.

Workaround strategies:
neutralize the effect of the
constraint by finding another
way around it.

Responsive
Transformer Stage

This constraint that we need to
respond to could catalyze arrival
at a better solution.

Proactive
Transformer Stage

What constraints should

we impose on ourselves to
stimulate better thinking or new
possibilities?

Transformative strategies:

use the constraint to

prompt different, potentially
breakthrough new approaches
and solutions.

Table 1: Stages in response to constraints

Having defined the different stages, we’ll now explore the first part of catalyzing that
movement, and why we need to frame the challenge to ourselves not purely in terms
of the constraint itself. We'll see what happens to our cognitive response when we link

the constraint to a bold ambition.
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VICTIM, NEUTRALIZER & TRANSFORMER: CHAPTER SUMMARY

To unlock the potential of a constraint, we need first to increase our level of ambition
with regard to the constraint, not decrease it. The tension this creates is invaluable.

We need not be defined by our initial attitude towards constraints. It is natural to adopt
a victim mindset at the beginning; even the most experienced and skilled transformers of
constraints can find themselves with this mindset at first.

Moving from victim to transformer will require strength in mindset (Do we believe this
is possible?), method (Do we know how to start doing this?), and motivation (How
much does this matter to us?).

To find the potential in a constraint, we need to reach a transformative threshold on
each of these dimensions. It is only when we are at a high level in each of these that
transformation is likely. And we are only as strong in this as our weakest dimension.

Professional problem-solvers have a different relationship with constraints from the

rest of us: they see them as inherently beneficial, because they provide clear problem
definition and focus the problem-solver’s energies; they set the boundaries to explore and
push against.

The most confident of these kinds of problem-solvers, in fact, will impose constraints

on themselves to force them to unearth different, possibly transformative strategies and

solutions.




BREAK
PATH
DEPENDENCE

'The behaviors and practices that prevent us
seeing opportunity in constraint

THIS CHAPTER FOCUSES ON:

1. How does success today 2. How does the language we 3. What can we do to
blind us to what could use lock us into ways of surface and move away
create success tomorrow? thinking and behaving that from unhelpful paths on

will limit our ability to see which we have become
new possibilities? dependent, in order

to reveal newer, more
productive paths?
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Writer William Gibson once famously said that the “The
future is already here—it’s just not very evenly distributed.’
I worry more that the past is here—it’s just so evenly

distributed that we can’t get to the future.
—Paul Kedrosky'

A few years ago, we facilitated an event with a group of luxury car dealers in a
Four Seasons hotel. They were all the owners or General Managers of the dealerships:
wealthy, shrewd businesspeople with a track record of success going back a decade or
more.

They had come to the event to learn from other luxury and service businesses.
They were exposed to world-class stimuli over the two days: leading-edge technology
retailing, high-end customer service, the latest and greatest in travel and hospitality.
And yet one of the most illuminating conversations came after a visit to the laundry.

The trip was a part of a tour through the departments of the hotel: Room Service,
Front Desk, Gardening, and so on. We met and spoke with Four Seasons’ staff in each
area.

And then we came to the laundry.

If you have ever spent any time in a hotel laundry, you will know it is not an
exciting environment, in the conventional sense of the word. Typically hot, short of
natural light, and full of damp, drying linen, it is a place that owes more to perspiration
than inspiration. And yet the young man who stood on a chair to talk to the dealers
about working in that Four Seasons laundry radiated enthusiasm and commitment;
for twenty minutes he made it sound like the most important and fulfilling job in the
world. We were rapt.

The visit over, we went upstairs to discuss the tour, and what we had learned. And
the first question from one of the dealers was about the laundry. He had been very
taken by the young man we'd met there, the dealer said. In his business, the stars (or
quarterbacks as he called them) were the salespeople on the showroom floor. They got
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the big bucks, wore the good suits, “because they are the people who make sure we hit
our numbers with the quality of customer engagement that we have become famous
for.” And yet he also had a group of people at the back end of the business servicing
the cars, valeting, and washing them, who did not seem to be nearly as evangelical as
that young man. How, the dealer asked, could he get his back end to be as motivated
and engaged as that?

The relevant department head from the Four Seasons, a well-built man called Bob,
stepped forward. “I'll tell you what a back end is,” said Bob, and he pointed to his own
behind: “That’s a back end. Here we call those people our Heart of House.” And that
means you think of them very differently, he went on: if you think of them as Heart
of House, then they are really important to you. You know their names and their
children’s names. You know what’s going on in their lives. You know their birthdays.
You go and talk to them twice a day. “How often,” he asked the dealer, “do you walk
over to your service area and talk to your people there?”

Once or twice a week, the dealer said.

“There you go,” said Bob. “If you called them Heart of House youd literally
change the way you walked, as well as the way you thought. You'd be over there twice
a day, asking them how you could all make the service experience better. They'd have a
completely different relationship with what they did.”

They'd become, in other words, our young evangelist in the laundry.

Why we become “locked-in”

We are all familiar with aspects of modern life that are legacies of history, and have
simply become such an integrated part of the way we all work now that they are too
difficult or too expensive to change, even though better solutions might be available.
When the two solid fuel engines that power the Space Shuttle into space were designed,
for example, they could not be much more than 4 feet 8.5 inches wide—the width of
the rail line that was to transport them from Utah to Florida. This was the width of
the line because the laborers who built it last century came from England, and their
forefathers had built the tramlines in England along the paths made by the horses and
carts that preceded them. These paths were 4 feet 8.5 inches wide because that was the
width of the roads, built by the Romans, on which they were based. Which is why a
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design feature of one of the most advanced pieces of technology ever produced was
determined by a Roman road engineer over 2000 years ago.

Path dependence is the term, borrowed from mathematics, that is used to describe
the persistence of features like the width of railway tracks. We can see it in the QWERTY
keyboard, the internal combustion engine, and even in formulations like the famous
Moore’s Law (see sidebar on page 41). And we can also see it in how organizations
lock-in self-reinforcing processes and the cognitive rigidities that can come with them.

In our case, the way our dealer had been motivating and rewarding his people, the
priorities and systems he had put in place, the way he divided his time, even the way
he physically walked the dealership day in day out, all of these had been key to driving
the success he had enjoyed to date.

But the stimuli from the Four Seasons were not about codifying what had made
him successful in the past, but what would make him successful in the future. And
what Bob had highlighted for the dealer was that what had created success in the past
was preventing him from seeing and driving the initiatives that would create success in
the future. In fact, data shows that the ownership experience has twice the impact of
the buying experience in determining whether a customer will buy again from a dealer.
And yet the business model was biased to quality acquisition, rather than a quality
experience all the way through. The dealer was not set up to maximize the lifetime
value of each customer.

Today’s path is really yesterday’s path

Sydow, Schreydgg, and Koch?® have suggested that organizations go through three
phases in developing path dependence. In the first phase, there is a broad range of
approaches used within the organization, and a high degree of managerial discretion
on which to use and when.

During this phase, an event occurs (an important success of some kind, for instance)
that leads to a dominant approach developing in phase two (“That worked well—let’s
do more of that”); in this phase there is still some flexibility, but the dominant example
is visible and celebrated. Phase three is the lock-in phase in which a greater degree of
self-reinforcing processes and behavior patterns predominate, and there is much less
room for variations in approach.
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Path dependence manifests in different ways. It
can be formal and easily visible—the large manual
on our desk, titled “The ACME Way.” Or it can exist
in a more informal, pervasive sense of “the way we
do things around here”—the learned best practices,
processes, values, data sources, and partners that people
pay attention to (and, as importantly, the processes,
values, data sources, and partners that people ignore).
In a workplace culture that prizes efficiency and
repeatability, these are the ones that endure, because
they have worked before.* They have become part of
the identity of the company. And they can be almost
invisible to the people working there, glimpsed only
in the telltale indicators of language and KPIs that
persist—our dealers’ “back end,” for example.

In other words, todays approaches are in
effect yesterday’s approaches, based on what
was appropriate then, not necessarily now. They
are not simply processes, but paths made up of
self-reinforcing bundles of beliefs, assumptions,
and behaviors, whose nature—and underlying

PROVEN
PRACTICE

GOOD
PRACTICE

rationale—may no longer be visible, and rarely
questioned.

The profits and pitfalls of our habits

Because path dependence is about beliefs and
behaviors, it is a personal phenomenon as much as
an organizational one. It’s about our own habits of
mind. Consider the last five problems you have been
asked to solve in your work, especially if you have
some tenure in the role. Chances are you will have:

*  Defined the problem in the same kinds of
terms.

*  Used the sources of data you have at hand,
because they have been valuable on past
questions.

*  Asked similar kinds of questions of that data.

e Analyzed the answers in the same way.

* Involved the same kinds of partners to help.

e Asked the same colleagues for advice at key

stages.

CORPORATELY
PREFERRED
PRACTICE

Figure 2: A simple model of how path dependence develops

(based on the work of Sydow, Schreyégg, and Koch).
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*  Used a similar kind of overall process.

*  Looked for solutions in the places that have worked for you and the category
in the past.

*  Evaluated options in the usual ways before making the final decision.

* DPut in place similar measures of success.

It makes sense to do all these things. These paths, after all, have good résumés: they are
the paths we took to success, and they got us promoted. And habits can be efhicient,
saving us from all kinds of unnecessary mental processing. President Obama wears
only two types of suit, a gray one and a blue one, so he can save his cognitive load for
more important things. Repetition and habit are important features of a productive
life.>

Moreover, the faster and harder we are asked to work, the more we will want to lean
on these protocols. You don’t want your team to use their finite resources questioning
every good decision you made yesterday, when the pace of work is only increasing.
Indeed, research suggests that we're more likely to stick to habits when stressed, because
change requires more cognitive energy than we have in those moments.® When a track
record of proven success meets an increased demand to do more, the tendency to
become locked-in is greater than ever.

The language we use both represents and reinforces this lock-in. You can see path
dependence in language everywhere. The car dealer’s use of “back end” framed and
reinforced relationships and behaviors. The U.S. government continues to report
employment in terms of “non-farm payroll” long after this was a useful way to segment
employment, simply because it always has. When pitching an innovation to a mobile
phone company a couple of years ago, we had the idea that the phone could produce a
funny noise or line of comedy just before you took a picture of your children—so you
could take a more candid photo of them smiling or laughing, rather than the usual fake
grin. Our client loved the idea. Now, they said, you need to go and talk to Optics about
it. Needless to say, Optics werent interested in hearing about sound. The underlying
premise of having innovation handled by a department called Optics was that all good
innovation was going to be, well, optical. Because up to then, it always had been.

All of these are obvious and explicit. But words can come with a particular cultural
interpretation, and act as limiters in a similar but subtler way. So, for instance, in
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most confectionery companies, the word “innovation” means, in practice, product
innovation. There are many other kinds of innovations they could use to build their
brands—new dispense methods, packaging structures, distribution means, and strategic
relationships, for example. But because they understand the word in that way, they hire
product innovation experts who focus on optimizing product innovation processes,
and feed product innovation ideas through them, whether that is the most valuable
form of innovation for the future or not. What innovation is and isn’t understood to
mean in an organization is often a reflection of path dependence.

So why do path dependence and lock-in matter, if it has driven past
success?

There is a great deal to be said for the consistency and clarity of purpose of habitual
ways of doing things. But when confronted with a constraint that we are not used to
dealing with, path dependence can limit us in several ways.

Path dependence can:

*  Create lock-in to foundational assumptions that are no longer best for the future.

*  Create lock-in to criteria for success that are no longer relevant or the most
important.

*  Create lock-in to organizational biases and priorities that are no longer appropriate.

*  Make us closed to what might be possible, when we need to be open; we confuse
what is possible with “what is possible within the way we do things at the moment.”

*  Make us blind to new kinds of information that don’t serve the efficiency of today’s
path.

*  Lead us to follow approaches that are not going to be the best to solve this problem.

The forms of lock-ins here are cognitive (personal), cultural (collective), and procedural.
Perhaps one of the most striking examples of blindness that path dependence can
create is that of Intel. Moore’s Law—the processes and practices that underpin
semiconductor development—drove years of immensely profitable growth for Intel,
but then somehow they missed one of the largest (and arguably very obvious) shifts in
the industry ever: the move to mobile. Intel’s CEO himself, struggling to explain why,
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noted their inability to see what their well-grooved
machine had made them blind to: “it took a while
for us to acknowledge and accept the data.””

One of the reasons why people find themselves
shrinking back to the victim mindset in the face of
constraints is that their paths have become so well-
grooved as to become ruts, and they can’t answer the
challenge of the constraints by staying within them.
The most significant and disabling constraints we face
may not be the external ones, but the internal ones
that determine how open-minded and flexible we are
in our problem-solving ability. Some constraints are
inherent to the challenge itself, and some inherent in
our approach.

Let’'s go back to mindset, method, and
motivation. In our interviews, people with good
track records as transformers advanced the view
that most, if not all, constraints could potentially
be enabling. The most disabling were the ones
in our heads (cynicism, or limiting beliefs) or in
our culture (the blindness of path dependence).
IDEO, for example, is one of the most celebrated
innovation companies in the world, responsible
for breakthrough solutions in healthcare, finance,
education, and toy design. Tim Brown, their CEO,
notes how frequently the most significant constraints
imposed on them are largely in the minds of the
commissioning client: how large healthcare clients,
for example, tend to over-interpret the necessary
impact of the legal and regulatory issues involved.
Brown divides the relevant constraints IDEO has
to overcome in these situations as constraints of

Moore’s Law versus
Reverse Innovation

Some commentators suggest that the much-
lauded Moore’s Law—the presumed doubling of
the number of transistors on an integrated circuit
every eighteen months—is less a story of the
physics of silicon, and more a set of beliefs and
attitudes baked into the planning cycles of Intel
and others. It takes one to two years to conceive,
design, prototype, test, manufacture, and market an
improvement; and, it is suggested, a good engineer
can double performance in that period. A more
complete explanation of Moore’s Law “has to do
with the confluence and aggregation of individuals’
expectations, manifested in organizational and
social systems which serve to self-reinforce the
fulfillment of Moore’s prediction.” In other words,
Moore’s Law is a form of path dependence—a self-
fulfilling prophecy.®

Contrast this with the approach of Reverse
Innovation, where an innovation conceived in a
developing market, and driven by a very different
set of constraints to those of a developed market,
succeeds in creating something new, which is
ultimately imported into the developed market.
This is a way of vaulting over path dependence in
more developed markets, and why so many leaders
in major corporations are looking to developing
economies to help pioneer mobile phone features,
medical devices, and personal care products.®
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We need to be deliberate in
the way we make visible and
overcome the rigidity of our

mindset and method.

the world (factually-based constraints of budget
or space, for example) and constraints of the mind
(perceptual barriers erected by the culture around
the problem).

Having a positive attitude toward problem-
solving is not enough. To be open, we need to see
what is making us closed, and why. And we need
language that allows us to talk about it with others.
We need to be deliberate in the way we make visible
and overcome the rigidity of our mindset and
method. Let’s look at how this worked in practice in
transforming education in four schools in Northern
California.

Breaking path dependence in California
charter schools

Dr. Louise Waters is the Superintendent and CEO
of Leadership Public Schools (LPS) in the East
Bay of San Francisco. Here’s how she describes her
challenge:"

Alotofour families don’t have steady employment,
so our kids may be major contributors to the
household income, or provide childcare while

their parents work night shifis. Some might be

homeless, undocumented, in gangs, or foster
care. Since the Great Recession of 2008, the
social safety net has come unraveled and weve
seen hunger and medical issues. Kids fall so far
behind that by the time they get to high school
they are four or five years below grade level, and
no longer believe that they can succeed. Talk
about constraints....

Dr. Waters and her team did not allow the constraint
to limit the ambition. On the contrary, they set an
enormously ambitious goal: in time, they wanted
all LPS students to leave school ready for college
without remediation (i.e., with no need to take catch-
up classes), representing a 1,000-percent increase
in the level she found when she arrived. To make
this possible, students would need to progress two
to three grade levels each year through high school.
But there was no extra money to feed the realization
of this elevated ambition: Dr. Waters and her team
would need to achieve it in the face of budget cuts
for her schools, along with everybody else’s. There
was, they realized, no conventional prescription for
achieving anything like this. LPS would need to find
an entirely new way to do it."

So they brainstormed as a team using whiteboards
to capture, pull apart, and interrogate all the elements
of the situation. They knew what their goals were,
how they might typically be expected to achieve
them, and what wouldn’t work in their circumstances.
Two things they knew would be important were the
Holy Grails for accelerating student achievement—
differentiation and intervention:
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* Differentiation: Each student requires a differentiated approach, because each
has a different learning style, language proficiency, and area of “stuckness.”

* Intervention: Having the ability to spot an issue of poor understanding
around a topic as it emerges, address it immediately, and keep the learning
process going. Circling back days later has far less impact—the student will
have already moved on.

The traditional paths for addressing differentiation and intervention lie in hundreds of
hours of one-on-one tutoring, many of those after school. But this was not a path they
could take: even if LPS had the resources to deliver this, they didn’t have kids who could
always stay after hours, and they certainly didn’t have the quality of pupil feedback they
needed—giving instant feedback on their grasp of a topic is not something many teens
excel at, especially those insecure in their abilities. If youre already three grade levels
behind, you feel raising a hand only confirms how dumb you are.

But from her prior role as an academic, Dr.Waters had a strong sense that getting
this kind of data held the key, and her team felt that a smart application of technology
in the classroom could help address the feedback constraint and create a new path
to accelerated learning. By chance, a foundation had donated some “clickers” to the
school—simple remote-control devices used to poll audiences at conferences. Right-
click to agree, left-click to disagree, and the feedback appears on the screen. Could this
work to get an immediate student-by-student reading on how well they understood a
lesson?

They tried it out with one teacher and one class at one school; though the
technology was clunky, the results were compelling. The teacher was able to clearly
assess how every member of the class was doing, and intervene immediately with the
ones who were struggling, on their own terms. So the question became how to scale
this: how to design the ultimate clicker?

Dr. Waters now gambled, committing her limited resource slack to hire a Chief
Innovation Officer, and immersing him in classroom-based R&D. If she could show
promising, scalable results, she'd be able to attract grant support to build their dream.
And if they could prove its value, they might be able sell this new technology-based
approach to other schools, recoup their investment, and fund further R&D. This was
not just a teaching innovation now, but business-model innovation.
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The ExitTicket app on tablet: offering real time data to teachers on performance for each individual
student and the class as a whole.

The introduction of the ExitTicket app (as
they named the evolution of this tech-based instant
feedback) was immediately popular with kids. It
was new, different, and offered the kind of text-
based interactivity they knew. At first, teachers
shared aggregate data with the class on how they
were improving collectively, so as not to embarrass
individual pupils. But the class wanted to see their
individual scores improve, as one would with any
game. So they sat up straight, paid more attention,
and tried to beat their scores, while the teacher
made quick interventions to help. Scores continued
to rise and a sense of agency developed amongst

the kids, who were soon participating in further
design iterations. The cycle of hope and energy
and excitement, as Dr. Waters described it, started
turning in a positive direction.

In 2013, 97 percent of LPS students were
accepted to college with over 33 percent ready to
start without remediation. Theyre a long way still
from the 100-percent goal, but have traveled far
from their 10-percent start. It is remarkable that so
many students have been able to make up two to
three years’ worth of improvement in a single year
and, by that metric, the program has paid for itself.
LPS launched ExitTicket for other schools in August,
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2013, and already 100,000 students use it in 4,800 schools in 108 countries. Though
money is very tight in education, the program should be financially self-sustaining
within a couple of years and able to provide the funds for further classroom innovation.

The LPS team refused to accept that resource constraints would necessitate
reducing ambitions. The future of their kids was just too important to them. And they
refused to accept that the conventional path to deliver differentiation and intervention
was the only path. They were both opportunistic and resourceful in breaking path
dependence—open-minded enough to seize an opportunity when it presented itself
(donated clickers) and willing to step outside of accepted methods to take full advantage
of it (hiring a CIO to embed in the classroom). And while they are keen to point out
that Ed Tech, as these tech-enabled classroom initiatives are known, is no panacea, and
not the only thing they did in order to achieve their results, they are thrilled with how
much they have been able to achieve with so little.

Let’s summarize exactly what LPS did to succeed:

e 'They had a very clear-eyed view of all the constraints they faced, yet still
set themselves an even bigger goal—100 percent college readiness without
remediation.

*  'They knew that if they simply continued to do what they had done before they
would fail to meet their bold ambition—they would need a different approach.

* So they went to the whiteboards, mapped out what they knew, unbundling
and interrogating component parts, deciding what to keep, what to change,
and where to focus.

* 'They knew what really mattered—differentiation and intervention—but they
couldn’t achieve that in the conventional way given their constraints of time
and money.

* And they valued a different kind of intervention anyway—immediate
feedback—which would be a better fit with their students.

* So when the clickers were donated they sensed the opportunity to use
them for immediate feedback—this became a potential new path to deliver
differentiation and intervention.

* To realize the opportunity they had to commit to it, hiring a part time CIO
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to build the tool alongside the teachers—the new path required a new kind
of resource.

* They iterated in one classroom, in one subject, creating many prototypes until
they had confidence that it worked for the students and could scale.

* 'Then they rolled it out across all four schools and in different subjects.

* And in selling ExitTicket to other schools, they broke their own business
model path dependency, creating new revenues that should continue to fund

further R&D.

This wasn't the punky, slash-and-burn of a maverick young start-up—the LPS team
deals in children’s futures. But by diligently identifying and naming what they knew to
be true about accelerated learning, generating the insight that immediacy of feedback
was the key, they were ready to seize the initiative when the moment came. And that’s
why we must take the time and effort to analyze and label the biases inherent in current
paths. By making them visible we make it easier to discuss how and when they might
hinder our progress.

What’s in a name?

This power of labeling has been noted by Daniel Kahneman, the Nobel Prize-winning
psychologist. With his work on decision making, he wanted to enrich our vocabulary
by labeling the unhelpful biases of judgment he uncovered over decades of research:
the negativity bias (our tendency to over-interpret bad news) and the confirmation bias
(our tendency to select data that supports our existing opinion). He feels we need more
intelligent gossip on how to make better decisions. In the same way, it will be helpful
for us to identify our own path dependence and name the paths that are most and least
useful going forward.'” Names make the invisible visible, and easier to discuss. Names
make us aware, and help us remember. Names can start to change the way we see and
behave. New names can stimulate new beginnings.

Southcentral Foundation, for example, is a healthcare provider to native peoples in
Alaska. It credits a huge turnaround in its fortunes, in part, to a change of language. As
a nonprofit organization owned through a foundation by the native peoples themselves,
their young CEO questioned why they referred to people as patients. She suggested
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they start using the term customer-owner instead, and begin to shift responsibility
for health outcomes onto the community as a whole to reflect the meaning of this
new idea. People would not be thought of as a set of symptoms walking in the door,
but as people whose health is influenced by a complex blend of cultural and lifestyle
factors. This simple yet profound change precipitated a series of subsequent changes
throughout the system for over two decades, the extraordinary results of which we will
see more of in Chapter Six.

How does one overcome path dependence?

Changing path dependence can sound intimidating. We may recognize it, but feel it
sounds as if we need to re-engineer the whole organization if we want to really enable
ourselves to move from victim to transformer in this regard. But we can overcome
path dependence in small as well as big ways, tackling one or two dated assumptions
first, making an impact with that, and growing in confidence to take on the larger
issues. When Nike launched the Flyknit shoe in 2012, they spoke about the need to
“forget everything we knew about how uppers were made,” but only arrived at that
mindset after many years of smaller victories, born of questioning how and why they
do individual things.'® Breaking path dependence for Nike happened one step at a
time.

Later in the book, we will explore how Unilever are delivering their Unilever
Sustainable Living Plan, a key part of their commitment to double their size while
halving their environmental footprint by 2020. The challenge of this ambition means
that in the supply chain, for instance, they have set themselves a target of reducing
wastage in a crop like tomatoes by 50 percent. In geographies where tomatoes are
harvested mechanically, an optical scanner looks for red and rejects the green; as part
of their interrogation of their existing approach, the Unilever team discovered that
their own sourcing specification allowed for just 5 percent of green tomatoes to be
allowed past this optical scanner. So what, they asked, would be the difference in taste
performance if they doubled that permitted specification to 10 percent? None, said
R&D; it was a criterion that had been set for different reasons a number of years
ago. That one change in specification across the entire system has made a significant
contribution to their wastage goal against that crop, as well as increasing yield and
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profit for the farmers, and indeed Unilever’s own margins as well. As their Chief Supply
Chain Officer says: “It’s simply a matter of challenging assumptions.”"

So first we need to see the paths for what they are—surface them, name them and
the assumptions they contain, and unbundle complex wholes into constituent parts
so we can choose those we want to pursue. Here, then, are two simple techniques to
create an awareness of how we might be path-dependent and where we could start to
break that dependence. These could easily be a formal or informal part of any strategic

planning process.

Naming our tendencies and biases

Surface and make visible path dependences by naming practices, beliefs, and
assumptions that may have served us well in the past, but are potentially limiting for
the future.

An easy way to start is to take the six words that are most important to the
organization, and articulate what you mean by them: What do we really mean when
we say innovation, or marketing, or customer satisfaction, or growth, or consumer
insight, or production efficiency, or strategic partnerships, or operating discipline, or
healthy, for example?

This will make it easier to articulate the biases in our path dependence, and
discuss alternatives for the future. If we decide what we really mean by marketing is
sell this month’s allocation of product, we clearly have a short-term, sales-led bias, at
the expense of building a truly differentiated brand equity or experience. Let’s give it
a name that reflects that bias. If what we mean by consumer insight is paying other
people to study our consumers, recognizing and naming that bias might encourage us
to find ways to create a more visceral, personal understanding of the people with whom
we do business. The aim is not to be critical, but to clarify which paths to keep and
which to break as we transform our constraint.

Surfacing and interrogating the constituent parts of our path
dependence

Sometimes larger systems turn on smaller, underlying assumptions, and we’ll need to
break down the larger dependences into constituent parts. Once we have an overall
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sense of our biases, we can start to unbundle and name the components on which we
are most dependent—those impacted most by the constraint—and explore alternatives.
For instance:

Beginning assumptions
The Question: What are the foundational assumptions underpinning our current

approach? Which might be no longer valid as we look to make our constraint beautiful?
What should they be changed to?

Example: Hannah Jones, VP of Corporate Responsibility at Nike at the time, visited
a factory and was confounded by the impossibility of policing the use of protective
facemasks to prevent the inhalation of glue fumes."” Ensuring compliance across such a
huge network of factories was simply too difficult so rather than implement new safety
processes she challenged the initial assumption that glue fumes have to be toxic in the
first place, and pushed Nike designers to make a nontoxic glue. The new glue that they
developed was not only safer, but also performed better. This moment was an epiphany
for Jones, and was one of a number of initiatives that led Nike to review all design and
manufacturing processes and the historical assumptions that had become locked-in.

Routines and processes

The Question: What are the processes and routines we habitually use? Which parts of
them are integral and necessary, and which could we relax and explore alternatives to,
if they would help us move from victim to neutralizer or transformer?

Example: We tend to think of processes as big. But changing processes in even small
ways can open up new senses of opportunity and possibility.

When we began working to reposition the global detergent brand Surf, it needed
to grow and become more profitable. But as Unilever’s value detergent (below the top-
performance brand Omo) it faced constraints: for cost reasons it didn’t have access to
the best cleaning ingredients, was unable to innovate in structural packaging, and had
a limited communications budget—some of the usual things a laundry brand relies on
for success. We asked the Consumer Insight Director to present to the team. He sighed:
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everyone in the room had heard his presentation on “The Savvy Shopper” before. How
could he find something fresh in it? We suggested that he talk us through her entire day
(she’s typically female) through the lens of the children’s game of Snakes and Ladders.
Where were the unexpected ladders to boost her? Where were the predictable snakes to
bring her down? This created more energy around familiar data, but also highlighted
where an opportunity might lie: the final, long snake down was the moment when our
customer found herself still folding socks in a badly-lit basement at midnight, with yet
another load to do, while her partner snored contently in front of the television.

The team saw her in a new light, past the dominant “Savvy Shopper” narrative of
bargain-conscious mom to the more fundamental insight about the lonely joylessness
of doing laundry. That was the beginning of a new way forward, with the chance for
Surf to put new emotion—which they called delight—into the laundry experience.
We'll return to Surf later to see how they used this insight to break through, and how
it came because of, rather than despite, the constraints.

Expected sources of solutions

The Question: There are habitual places we go to for solutions. What would happen if
we took some of these away? How would that make us think differently about where
future solutions might lie? Where should we be looking more actively in future?

Example: The prevalent way for image-conscious alcohol brands to boost sales is to
advertise. In so-called dark markets, advertising is significantly restricted or banned—
that is, the primary solution for growth has been taken away. Alcohol brands in those
dark markets consequently have to think harder about how they use their other assets,
such as packaging, and often end up being more inventive and engaging through these
new sources of solutions as a consequence. (Perversely, those same brands in markets
that are not dark seem to learn little from them. They rely on that default, habitual
path of advertising.)

Challengers are particularly interesting in this regard, because their lack of
advertising budget relative to the Big Fish renders them effectively dark in advertising
terms anyway, and needing to find sources of engaging communication in other areas.
Air New Zealand and Virgin America, for example, take what most airlines don’t even
consider media—the flight safety video—and use it as one of the primary tools for
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creating awareness and personality. Air New Zealand’s Bare Essentials safety video has
seven million views worldwide on YouTube, and their safety video partnership with
Sports Illustrated has six million.

Associations and relationships

The Question: What internal and external relationships do we normally rely on? Why
are these no longer sufficient? What new kinds of relationships would make us more
flexible, agile, open to new possibilities?

Example: Netafim, the Israeli irrigation company, grew by selling commercial systems
to “Big Ag.” But the majority of the world’s 500 million farmers are smallholders in
developing economies, unable to invest in their systems while arguably the most in
need of them. The price constraint forced Netafim to develop a new path for small
holders via government-subsidized programs. In India, for example, they lowered the
initial cost to palm oil farmers by 50 percent through partnering with the government,
subsequently reducing water use by one-third and increasing productivity by 25
percent.

KPIs and measures of success

The Question: How do we currently measure success? Do any of these measures restrict
possibilities for the future? Could new measures open up new possibilities and ways of
thinking for us?

Example: LPS. Much of the differentiation and intervention in a typical educational
environment happens several days after a test or homework assignment. Dr. Waters
and her team felt and proved that there’s no time like the present when accelerated
learning is the goal. There was simply no time to go back and course-correct later.
Using ExitTicket, their feedback metric went from in several days to immediate.
Several years ago, we worked with the Visa marketing team. At the time, they
benchmarked mostly against their immediate competitors, Mastercard and AmEx.
And yet people who carry Visa cards benchmark the brand against everyone else they
engage with—they don’t think in terms of categories. The team wanted to address
that. Consistent with their overarching goal to drive more transactions, they also set
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a new bar: to be considered one of the world’s most
powerful brands and a leading innovator, on a par
with Nike and Apple; they mocked up the cover of
a leading business magazine with the headline “Visa:
Most Innovative Brand in the World,” to signal their

”’J Ready 1o pay

Hold your pho
ne to
Payment tennin,;h

Visa payWave

intent. Since then, product innovations like Visa
Checkout and Visa payWave have been matched by
innovative social-media driven marketing ideas such
as “The Samba of the World” and “United in Rivalry”
at the World Cup in Brazil. Based on recent tracking
studies Visa is moving closer and closer to its goal.'®

Repeatability and renewal

All organizations, big and small, need to design
repeatability into their methods, based on historic
drivers of success: they achieve efficiencies to make
them more competitive, provide confidence around
a path to growth, set clear expectations of behavior,
and create a sense of identity around shared practices.

But we need to be vigilant in assessing the degree
to which these habitual ways become dogmas that
blind us to opportunity, and create ruts that can be
hard to escape—particularly ruts that keep us from
the openness and flexibility that will allow us to
move from the victim to transformative stages. As
we saw above, there may well be a natural tendency
for someone to tell us that something is impossible,
but, by and large, they dont really mean that.
What they mean is that it is impossible within the
current paths on which they and the organization
are dependent. If we want to open up a greater sense
of what is possible, to misquote Robin Wight, we
need to interrogate the paths until they confess their
weaknesses.”

But this chapter does not argue for relentless
disruption as much as an acknowledgement that, as

Nike would put it, there is no finish line. When the
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Path Dependence and the Invention of the Aircraft Carrier

Captain James Housinger, U.S. Navy, and
Professor at University of Utah, cites the
introduction of the first aircraft into the Navy
in the early part of the 20th century as a good
illustration of one form of path dependence
in an organization. At first, it was hard for the
Navy to see the potential role in warfare of these
fragile flying machines, and they used them
for reconnaissance, to get better intelligence
on where to point the ships’ guns; the aircraft,
with all its potential, was initially integrated into
the way the Navy already thought about fighting
(using a new technology in service of the existing
path).

With evidence mounting from World War | of
the growing potential role of aircraft in warfare,
it was apparent that the Navy would need to
embrace aircraft, and not just on shore. The
outlandish idea of sea-borne runways started to
take hold, but the issues that engineers had to
deal with were considerable, and their inventive
solutions required them to abandon the previous
path of warship design entirely.

For example:

e The deck of a ship is cluttered with
equipment, so how could they make room for
a flat surface to land on? They could if they

moved the superstructure off to the side and
put the rest of the equipment underneath to
act as ballast against all that weight on one
side.

e How could they take off and land when the
ship isn’t long enough for a runway? They
could if they used a catapult to propel planes
faster and a wire to catch them when they
land.

e How could they fit enough planes on ships
to create a true fighting force? They could if
they built planes with folding wings, stored
them below decks, and moved them with
elevators.

Even after it became apparent just how
important a role the new aircraft carriers would
play in modern warfare, according to some
commentators, the U.S. Navy remained locked-in
to building too many destroyers at the expense
of carriers and planes. The debates were intense.
The colorful Brigadier General Billy Mitchell was
ultimately court-martialed for insubordination
after accusing Army and Navy leaders of “an
almost treasonable administration of the nation’s
defense” by staying on the old path and building
the wrong kind of fleet.”®
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only constant is change, and the realities of a world of scarcity start to bear down on
business models built for abundance, continued success means continued renewal—
renewal driven and directed by the transformative power of constraints. This is no time
for blue-sky fantasies.

Becoming locked-in to path dependence is inevitable unless we deliberately create
methods to break it.

The first of these is to ask propelling questions.
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BREAK PATH DEPENDENCE: CHAPTER SUMMARY

The past is a powerful influencer of the future. If we let them, the decisions we made
yesterday will determine what is possible tomorrow.

Path Dependence describes the bundle of premises, processes, assumptions, relationships,
and ways of thinking about solutions that define “the way we do things around here.”

The dominant path defines our, or our organization’s, way of approaching challenges for
good reason: that path has worked before.

Having a locked-in path is particularly valuable, and therefore prevalent, in large,
efficiency-driven organizations, where the ability to repeat at scale and speed is an
essential driver of success.

The language we use tends to reinforce that path and its inherent beliefs and
assumptions.

A precondition for success in the journey to transforming constraints, however, is the
willingness and ability to examine all the ingrained habits that may stand in the way of
our being able to see and realize the possibilities in it.

The most disabling constraints we face, in this respect, may be those inside our heads
(preconceptions, the stories we tell about ourselves) and our culture (the path we have
become locked into). This form of lock-in can prevent us moving from the victim
mindset to a more productive one.

The chapter explores two key parts to breaking path dependence. The first is surfacing
and naming the tendencies and biases we have as a group, reflected in the language we
use and what we mean by it. The second is surfacing and interrogating the constituent
parts of our path dependence.
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ASK
PROPELLING
QUESTIONS

How to frame the constraint to force

breakthrough

THIS CHAPTER FOCUSES ON:

1. Why is it key to frame 2. How does framing these 3. Why must we be proactive
questions in the right way questions differ if you are in generating these kinds
to find new paths and responding to a constraint of questions?
transform our constraint? or imposing one on

yourself?
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PART ONE: Uncomfortable Questions

Larry Page, Google’s co-founder and CEO, has little patience for the kind of
incremental thinking he sees from most large corporations; it is, he believes, guaranteed
to become obsolete over time. And he feels that the obsession with competition as the
sole driver of innovation—with media coverage he compares to that of a sporting
event—is also off the mark: “It’s hard,” he says, “to find actual examples of really
amazing things that happened solely due to competition.”

Page has a different measure of success. He’s not interested in simply being “better
than,” but in being “really amazing.” And with that as the goal, he sees his role as to
look up from the daily contest and ask bigger questions, what he calls 10x questions:
those requiring answers that have ten times the impact of previous solutions.

Now Google is the second largest company in the world, with a market cap
approaching $400 billion and annual revenues in excess of $50 billion,? so one might
ask what they are doing in a book about constraints at all. But despite their obvious
lack of financial restrictions, what’s helpful for us to understand is the effect the scale
of Page’s ambition is having on the way his project teams behave.

In a semi-secret facility a half a mile away from the Googleplex in Mountain View,
California, Page’s partner, Sergey Brin, oversees the Google X projects, which look to
answer these 10x questions, many of which must seem almost impossible at first. The
first of these, for instance, is the famous driverless car, whose ambition is openly shared
on Google’s blog: “Our goal is to help prevent traffic accidents, free up people’s time
and reduce carbon emissions by fundamentally changing car use.” The more curious
can find the key rationale for this ambition in Larry Page’s own Google+ post: of the
accidents that killed 370,000 people on America’s roads in 2009, 93 percent were due
to human error.?

Google’s 10x question here is not the incremental question of “How can we reduce
car accidents?” but, in effect: “How can we prevent all traffic accidents that result from
human error?” The question clearly defines the size of the ambition while pointing to
the constraint in which the answer lies: to remove the driver from the equation. And
this question has both legitimacy and authority. It has authority, in the sense that the
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question is being asked by one of the founders and the solution being led by the other,
and it has legitimacy, in that 344,100 people were killed on American roads due to
driver error in 2009. This concept of legitimacy and authority will be important to us
later in the chapter.*

Google’s semi-autonomous vehicles are making progress so fast that commentators
believe they will be ready before lawmakers have had a chance to fully understand and
legislate around the consequences. How Page will deal with that constraint will be
interesting to see.

The effect of being asked to do the impossible

Questions that are apparently impossible to answer are not always reserved for world-
changing technology; they are powerfully framed and used by any company with a
strong sense of purpose and a desire to create significant breakthrough. IKEA, for
example, is on the side of what it calls “the many”—the vast majority of the people in
the world who love their homes, but don't have a lot of money to spend on them. So
reducing the price of good design is a key part of how they progress. And to make this
kind of progress with the speed and impact they need, they will ask a team to find an
answer to a question that, at first, appears impossible to answer.

Michael Hay, whose fifteen years at IKEA included roles as Creative Director and
Strategic Planner for global communication, as well as range development, describes
what it is like to be on the receiving end of a question like this: for example, the brief
to produce a well-designed, durable table that could be made and sold profitably for
five euros.

Just think about it for a moment. How would you begin to design a table that
could be made and sold, at a profit, for five euros? A solid, durable table that is going
to cost just twice the price of the latte that might at some point adorn it? Where on
earth would one even begin?

The nature of this kind of question, Hay observes, means that it is impossible to
answer by using an approach you have used before; it forces you off the path you have
become dependent on. You can't answer it by looking at competitors, simply because
there are no competitors who are making tables for five euros and might never be any.
You recognize that you can’t answer this on your own, or even within your specialist
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team—ryou're going to have to work in a much more
multidisciplinary way, talking to other people in the
organization who will help you look hard at potential
opportunities within supply chain and materials, for
example. And as you explore entirely new kinds of
materials, there may not even be the expertise and
knowledge within the company itself. The question
may push you further outward, to talk to universities
about new research that might help contribute part
of the answer.

It is the constraint at the heart of the question—
the unreasonably low price point that has never
even been approached before—that ensures the
IKEA team will need to abandon all of its habitual
thinking about design and manufacture. The degree
of invention required to meet this brief will be
significant, rather than incremental. In this particular
case, their journey led them to door manufacturers.
Their solution to the impossible question was to cut
a door in two and make it into a five-euro table;
a type of solution and business partner that they
would never have considered if the question had
asked for mere incremental improvement. And the
result was a table that opened up a dramatically new
price point for them, while better meeting the needs
of the consumers that they champion.

The nature of a propelling question

In Chapter Two, we saw that a key difference between
being victim to a constraint and transforming it is the
relationship between the constraint and the ambition
attached to it—they are intrinsically linked. We saw
that people in the victim stage tended to reduce
the ambition to fit the constraint, while those in
the transformer stage tended to leave the ambition

A propelling question is
one that has both a bold
ambition and a significant
constraint linked together.

high, and use the tension between the ambition
and the constraint to drive the search for solutions.
We can see this relationship between high ambition
and significant constraint in many of the cases we
are exploring here, and making their relationship an
integral part of the framing question is a key part
of driving the successful solution development that
follows.

How we frame the question is critical to making
a constraint beautiful, because it forces us to think
and behave in a different way. We call these kinds of
questions propelling questions. A propelling question
is one that has both a bold ambition and a significant
constraint linked together. It is called a propelling
question because the presence of those two different
elements together in the same question does not
allow it to be answered in the way we have answered
previous questions; it propels us off the path on
which we have become dependent.

Scott Keogh, the CEO of Audi of America, tells
the story of how Audi developed the R10 TDI car
for the famous 24-hour Le Mans race in 2006. The
obvious question for a team working to develop a
new race car would have been “How can we build
a faster car?” But Audi is a company that has at its
heart being progressive, and so instead of asking his
team the obvious question, the Chief Engineer asked
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The Audi R10 TDI

a more progressive one: “How could we win Le Mans if our car could go no faster
than anyone else’s?” A bold ambition with a significant constraint, plus a propelling
question, took them to put diesel technology into their race cars for the first time. For
the answer was fuel efficiency: they could win Le Mans with a car that wasn’t faster
than any of the other cars, if it took fewer pit stops. And they were right: the R10 TDI
placed first at Le Mans for the next three years.

We can see propelling questions of this kind, coupling bold ambitions with
significant constraints, used at different levels in companies and enterprises. When
it is the frame for the overarching corporate mission, for example, such as Unilever’s
promise to double its growth while reducing its environmental footprint, it forces
the entire organization to rethink every path and assumption—from how to source
tomatoes, to the role of packaging, to how to engage consumers in behaving more
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sustainably. But it can also be used more specifically and tactically, as in the
case of the fast-growing designer furniture retailer Made.com, who asked,
“How can we exhibit at the world’s most prestigious furniture exhibition in
Milan without paying for an exhibition hall?” (We will see how they answered
this on page 106). And at some level, it is the defining question for every
CMO of every challenger brand: How do we build a stronger relationship
with our target market than the market leader, without a communications
budget? It is the tension in that question that forces a challenger brand team to
rethink the role and potential nature of packaging (cleaning brand method’s
breakthrough use of structural design), or how to introduce more character
and distinctiveness into their offer (rideshare brand Lyft’s cars sport pink
mustaches), or leverage its community (Airbnb’s photographers), or create
entirely new kinds of user value (Warby Parker sending you five different
frames so you can ask your friends what they think).

Let’s explore how a propelling question works at an individual level, and
the changes it can drive in an individual’s approach to answering a question
that the organization as a whole must answer.

Growing a better quality crop with less water

Frikkie Lubbe is an agriculturalist for South African Breweries (SAB) in the
Northern Cape region of South Africa, part of a team given a considerable degree
of autonomy in how they approach the company’s key challenges and ambitions.

In 2010, he needed to respond to two different ambitions for SAB that,
taken together, made up a propelling question. As a brewer, the company
wanted to produce better beer—so he needed to find a way of getting a
superior quality yield from his barley, the key ingredient in beer. And at the
same time, as a responsible corporate citizen of South Africa, SAB wanted
to find ways to significantly reduce water consumption in producing beer.
Water was a precious resource for farmers, and barley for beer, a non-essential
crop that demanded 155 liters of water for each liter of beer produced. So
the propelling question Lubbe faced was “How can we increase barley yield
and quality while reducing water consumption by ten percent?” He was, he

CHAPTER THREE: Ask Propelling Questions

61




62

admits, initially unsure this was possible—the constraint of even only a 10-percent
reduction in this context seemed “very challenging.”®

To start to answer that propelling question, Lubbe knew he'd need new insights
from new sources. He did something he had never done before: visiting a meeting
of his local barley farmers, he asked if any of them had been forced to irrigate less in
recent years, but had still produced a strong barley crop. Some put their hands up: yes,
they told him, in 2009 they'd had problems with getting spare parts for their irrigation
equipment and hadn’t been able to irrigate properly, yet had still produced a crop
with good heads and yields, although it hadnt grown as high. Putting a new kind of
question to an existing data source had given Lubbe an initial clue.

He took this emerging idea to a new source of information outside the company—
recent academic research into barley growth, which found that there were three stages
to it: an initial stage when the head developed, a second stage when the stalk grew but
the head was dormant, and a third stage when the head grew again. Putting these two
together gave him the breakthrough insight: if they stressed the barley at the second
stage of growth by significantly reducing the amount of water they gave it, Lubbe
reasoned, the barley wouldn’t grow as high, but the quality of the heads would be just
as good. And because the stalks didn’t grow as high, there would be less incidence of a
barley problem called lodging, where the stalks become too tall and fall over, spoiling
the heads. If this new irrigation approach worked, they would be able to reduce the
amount of water used while increasing the quality and yield of the crop.

Lubbe’s conversations with the farmers had also revealed why they weren’t thinking
in this way already: these were mainly wheat farmers applying the same irrigation
practices for both crops, even though barley didnt require the same amount of water
across all three stages of its life. They were blindly applying the approach for wheat to
barley, a path dependence revealed only by the demands of the propelling question.

Lubbe now needed real evidence that his theory would work in practice; the final
challenge was to find farmers prepared to try this new method. The difficulty here was
that these were independent farmers, for whom farming was their only income, and
SAB couldn’t give them any kind of guarantee if the crop failed; the stakes seemed
high. So Lubbe identified those for whom the lodging problem had been greatest as
having the most emotional incentive to participate, and persuaded them to limit their
risk by trying this new method on just 20 percent of their crop. Nine farmers signed
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up, and Lubbe and two colleagues committed to visiting them every week throughout
the growing season.

The results over the following year surprised even the most optimistic. The new
approach reduced water consumption by up to 48 percent, easily beating the initial
target of 10 percent, while at the same time improving the yield and quality of the
barley by reducing lodging. And there was an additional benefit to the farmer: a saving
of $40 per hectare in electricity costs because of the reduced irrigation needs—a saving
that went straight to his bottom line. SAB is now implementing the new approach
across all of South Africa.

While this is a story about barley irrigation, it is also about a determined individual
responding to a propelling question. First, he accepts the question as a legitimate
and important one to work on, even though he finds it very challenging. Then, in
beginning to work on it, he breaks his own path dependence: he works with an
existing data source, but asks a different kind of question. He goes on to look outside
his organization for new thinking that might offer further insight. Once he has his
initial potential solution, he recognizes that to turn this theory into something more
substantive, he will have to work with his regular partners in a new way. He creates
a trial to give credibility to his answer, in a way that limits risks to the people it is
most likely to impact. He overcommits his time and attention to that trial, running
alongside his usual job. In doing so, he creates the hard data that convinces the rest of
the organization—as well as the independent partners that they need—that they have
found a significantly better solution for both sides.

And one that more than answers the propelling question he originally accepted.

What makes propelling questions powerful?

If we want to make constraints beautiful, then it matters how we ask the questions that
contain them. All of these questions harness the constraint to the ambition, ensuring
that the constraint drives the solution:

*  How do we win the race with a car that is no faster than anyone else’s?
*  How do we build a well-designed, durable table for five euros?
*  How do we establish a stronger relationship with this buyer than the market
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leader, without a communications budget?
* How do we grow more and better quality
barley using less water?

Both sides of the propelling question are critical.
The specificity and scale of the ambition needs to set
a clear but high bar, a target we know represents our
highest hope (100 percent college readiness without

remediation for LPS) or something we haven’t
been able to achieve before (giving every child in
the world the quality of education of the wealthiest
child in Manhattan, in the case of One Laptop Per
Child). The ambition defines the impact we wish to
make.

And the constraint denies us something that
would make the question easy to answer (budget,

Researchers conducted four experiments
to evaluate the role of paradox in prompting
creativity. One experiment asked people to assess
a toy after reading the supposed comments of
judges in a toy design contest; some groups were
shown comments describing the toy as low-cost,
some as creative, and some as both. The latter
case had supposedly surprised the judges, who
thought low-cost and creativity to be at odds
(i.e. somewhat paradoxical). Those primed with
the idea of a paradox then proceeded to score
the toy higher on a creativity test than the others.
Another experiment first created a sense of
internal conflict in some respondents (an internal
paradox); these subsequently scored higher on a
creativity test. A third experiment asked people
to assess different, contradictory information and
then try to integrate it all—they too became more
creative in subsequent testing. And the fourth
experiment integrated all of the above elements
into one.

The Value of Paradoxical Frames

The researchers observed that paradoxical
frames had a number of beneficial effects:

e Theycreate asense of conflict and discomfort,
and this tension can be a valuable trigger to
getting people to think in new ways, as well as
engaging in deeper scrutiny.

e They reduce the likelihood that people will fall
back into habitual lines of thought.

e They force participants to re-interrogate the
relationships between key elements.

e They prompt “and” thinking rather than
“either/or” thinking.

e They increase the Ilevel of integrative
complexity—the ability to be open to
ambiguity and contradictions. Previously
this was thought to be stable (i.e. you either
were high or low on this by nature); recent
research, however, shows that this can in fact
be influenced by circumstances.

Source: Miron-Spektor, Gino, and Argote7
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distribution, know-how, a price point, user engage-
ment), and that denial seems, ultimately, to make it
more creatively fertile. Irritating, even confounding,
in the beginning, but in the end, fertile.

Propelling questions are, then, not merely difficult
questions to answer, like “How do we double volume
in three years?” or “How do we reduce cost by twenty
percent?” And propelling questions are not merely
stimulating, like “Who is the customer of the future?”
or “What new technologies are reshaping our industry
today?” Propelling questions contain a directional
tension—this constraint is what you must use as a key
parameter to meet this stretching ambition.

This tension is more than a piece of inspiring
rhetoric; research suggests it actually affects the way
we cognitively process a question. The breakout box
shows the results of a 2010 study into the effects
of priming people with seemingly contradictory
problem statements.” This kind of challenge, it
found, made people productively uncomfortable,
preventing them from falling back on habitual lines
of thinking, forcing participants to re-interrogate
relationships between constituent elements of the
problem, and prompting “and” thinking, rather than
“either/or” thinking.

The discomfort of propelling questions makes
us think differently. While they might at first leave
us perplexed, they change the starting point of the
journey, make us re-examine what we thought we
knew, set a new course, and ultimately open us up
to new possibilities. And this, as Dan Wieden might
put it, is their gift: they break path dependence and

propel us toward new solutions.

The discomfort of

propelling questions makes us
think differently; they break
path dependence and propel

us toward new solutions.

While challenging, the tension they capture can
also be compelling. One of the top ten highlighted
books of all time on Kindle, for instance, is
essentially a propelling question. Tim Ferriss' 7he
4-Hour Workweek: Escape 9-5, Live Anywhere, and
Join the New Rich is in its very concept linking a bold
ambition (joining the rich) paired with a specific and
significant constraint (working four hours a week).
And Ferriss' answers to that question—extensively
outsourcing to virtual personal assistants, migrating
to automated sources of revenue, for example—make
us challenge some of the upstream assumptions about
the foundations of our businesses and personal lives,
assumptions that we no longer really see or question.
Which is why we highlight them so assiduously on
our Kindle.

Starting to use propelling questions:
the different families of constraint and
ambition

In starting to work with this way of framing the
challenge around our constraint, we will all need to
define what our own propelling question is. While
there might be some obvious ones that a number
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of us share—large companies needing to increase their innovation impact while
also significantly reducing costs and time, for example®*—for most of us they will be
explicitly individual.

One element of this question might already be thrust on us; we may be responding
to outside pressures as the constraint to our own ambition—we might have to achieve
our ambition in a much more accelerated time frame, for instance. And one element
might be the desired impact of our purpose or mission, if we have one.

But for those of us with more room to ask ourselves the most powerful question,
it will be useful to break down both constraints and ambitions into different families.
There are several different ways to explore which propelling question could work for us
best. We saw in the introduction that we can broadly group constraints into those of
foundation, resource, time, and method.

Constraints of Foundation

A constraint around something typically regarded as an essential foundation for
success in this area—lack of a physical restaurant for restaurateurs in the food-cart
movement, for example, or lack of brick-and-mortar retail space for a product that
supposedly needs trying or experiencing.

Constraints of Resource

A limitation on an essential resource for creating success and driving growth
off those foundations—typically the resources of budget, people, and knowledge
or expertise. Think of Sailor Jerry rum, for example, launching successfully against
Captain Morgan rum without an advertising budget.

Constraints of Time

The composer and conductor Leonard Bernstein remarked that “to achieve great
things, two things are needed: a plan, and not quite enough time.” Constraints of
time are ones that we experience throughout our day, every day—and also live large
in some of the most ambitious projects in the world around us. Think of regulatory
requirements to hit emission targets by a certain date, for example. Or Sky City in
Changsha in China, which, at twice the height of the Empire State Building, will be
the tallest skyscraper in the world, with 202 floors that the construction company has
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set itself the goal of erecting in just 90 days. (Their solution to this extremely tight time
parameter is to pre-fabricate the floors elsewhere and then assemble them on-site.)

Constraints of Method

A constraint which requires the solution to be delivered in a certain way, such as
Audi’s R10 having to win without being able to go faster, or IKEA having to deliver a
table at a certain price point.

On the other side of our question, we can also see ambitions falling into different
groups:

Ambitions of Growth

These, of course, lie at the heart of any company, and can be framed in terms of
revenue or profit, numbers of customers or subscribers, or different kinds of category
growth. But they can be more imaginatively framed. Think of the famous ambition of
Robert Woodruff as the 33-year-old President of Coca-Cola in 1923—that Coca-Cola
should always be “within an arm’s reach of desire,” a growth ambition that then drove
both dispense innovation in the United States and the company’s first push into global
expansion.

Ambitions of Impact

These are usually ambitions coming out of the purpose or mission of the company:
the impact on the world that it wants to have. Unilever’s Domestos, for instance, has a
Social Mission program with a target to help build a “clean, safe toilet for all.”” But the
desired impact can also be on the category (Warby Parker’s desire to radically transform
the eyewear industry), or people’s relationship with it.

Ambitions of Quality

These are ambitions defining a certain quality of the company or brand we want to
be. Think of Chipotle’s mission to be “food with integrity,” a fast-food company of size,
certainly, but one that sources meat from naturally raised, antibiotic-free animals.'
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Figure 3: Types of propelling questions

Ambitions of Superiority

These are ambitions around superior service or innovation, or superior servicing of
a customer’s needs. Xbox in Europe, for example, has a stated ambition of being “the best
gaming console for fans ... that plays the best games and has the best entertainment.”
In what it seems to regard as a zero-sum game against a resurgent PlayStation, it feels
relative superiority will drive success."!

Ambitions of Experience

Finally, the ambition can be about the consistent delivery of a certain kind of
experience. This kind of ambition is much more customer-centric than some of the
others here. Tony Hsieh, for example, describes the ambition of Zappos as “to deliver
happiness in a box.” This encapsulates not simply the contents of the box (important
though those are), but the quality of customer service at the heart of what Zappos feels
makes it different.'

While we are not proposing that these are the only families of constraints and ambitions,
they can stimulate us to develop different types of propelling questions with greater
precision. Sometimes our constraints might be fixed (SAB’s water limits, for example),
and we could experiment with different ambitions in relation to that fixed constraint
to develop the most promising propelling question. This will typically be the situation
if we are responding to a constraint.

If, on the other hand, we are interested in imposing a constraint on ourselves, to
stimulate new ways of seeing and thinking about possibilities, then it is more likely
that our starting point will be a fixed ambition (Audi’s “win the race”), and we can
experiment with different forms of constraints set alongside that ambition. It may be
valuable for us to try a few, to help us find where the opportunity might lie.

Specificity, Authority, Legitimacy

It is essential that the constraint be framed to be as specific as possible. A constraint
without specificity, IBM’s Trevor Davis noted, is very hard to work with—“we have
a constraint around time,” for example, offers no beneficial stimulus to creativity and
possibility. “We have to be on sale within sixty days” or “We have to be able to free the
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captive within three minutes,”” on the other hand, have a focusing specificity that is

an offer to unlock new ways to think about the solution.

And as we noted above, for the propelling question to work well, to be taken
seriously enough to lead a team to find a way to answer it, and rethink existing
approaches in doing so, it will need to have legitimacy and authority. It will need to
be legitimate in the sense that people will recognize the rationale for the nature of the
chosen ambition and constraint—that, far from being arbitrary, they accurately reflect
the nature of the business and the context in which it operates or is about to operate.

And it will need to have authority: it will need to be asked by someone who has
to be given an answer, whether outside (a key customer, for instance) or inside the
organization.

The rest of this chapter will explore how, if we don’t ask propelling questions of
ourselves, we may find other people asking them of us, and what the consequences
might be. For those who are already comfortable with an understanding of how to
frame the question around a constraint, and wish to move on, the next chapter will
explore how to begin to answer these kinds of difficult questions, and how to maintain
momentum in answering those constraint-driven challenges if we lack experience in

this kind of problem solving.

Part 2: The Rise of Unreasonableness

Who else might ask propelling questions of us, and what happens
when they do?

Twenty-five years ago, Charles Handy wrote the highly influential 7he Age of Unreason,
in which he described forces which were already shaping the world, but about to
become much more important. First, discontinuous change—major shifts brought on
by developments in IT, biotech, and economics. Second, smaller changes in the way
we work that would affect the way we live—his “shamrock organization” foreshadowed
subcontracting, flexible work hours, and telecommuting trends, as well as the idea of
having customers do some of the work of the business (common now, but a radical
prescience in 1989). And third, “upside-down thinking,” in which he invited us to
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challenge many of our deeply held views about how the world worked and to look at
everything in a new way. 4

Quoting George Bernard Shaw’s celebrated maxim (“The reasonable man adapts
himself to the world, while the unreasonable man persists in adapting the world to
himself ... therefore all progress belongs to the unreasonable man”), Handy called
for unreasonableness in the modern organization, in order to seize the opportunities
presented by change. Yet just four years later, in The Age of Paradox, the same Handy
was lamenting the chaos that all the unreasonableness seemed to have unleashed: “too
many have been unsettled by the changes.... Life is a struggle for many and a puzzle
for most,” he said, “so many things seem to contain their own contradictions.”'

And now here we are, a quarter of a century later, with greater change swirling
around us than even Handy could have imagined, with new and different sources of
unreasonableness spurring still more change almost every day. For the purposes of the
rest of this chapter, we are going to focus on a very particular kind of unreasonableness
as it relates to constraints: external forces imposing constraint-related demands on us,
whether regulator, buyer, customer, or competitor.

The box on the next page sets out the different sources of unreasonable demands.
At the heart of each of them, in some way, is the imposition of a specific limitation
on how we have to grow—a constraint that we have to observe if we want to flourish.

Uber’s children and the death of the trade-off

We don't just expect Wi-Fi on planes now, we demand it. We demand high-speed
Internet that never drops, as we hurtle through the sky at 400mph, 30,000 feet up.
And the odds are we moan about having to pay for it.'"® After all, Wi-Fi at Starbucks
is free. And email. So is Skype. Oh, and wed like a better quality of Cabernet, please,
flight attendant; this one tastes like Listerine.

As a new generation of companies teaches us that the old trade-offs we used to
consider reasonable no longer apply, they simultaneously train us to want more. My
own private driver for the cost of a taxi? Thank you, Uber. Use my credit card to buy
carrots directly from the farmer? Bless you, Square. Eggs delivered directly to my house
the day after they are laid via a web service? Yes please, Rakuten. A new generation of
consumers sees no reason why two seemingly irreconcilable demands shouldnt be put

together. These are Uber’s children. And this is the death of the trade-off.
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The Four Sources of Unreasonableness

The Unreasonable Regulator

In a world of increasingly scarce resources,
rising commodity prices, and environmental
degradation, regulators are imposing, or
threatening to impose, “unreasonable” demands
in many areas, such as water use and engine
efficiency. U.S. Congress, for instance, imposed
Corporate Average Fuel Economy (CAFE)
standards following the Arab Oil Embargo of
1975: in 2012, an ambitious goal of 54.5 miles per
gallon by 2025 was set, giving the industry twelve
years to invent their way to meeting that goal.
Ford and Toyota are now working together to
develop hybrid powertrains for light-duty trucks
and SUVs; many experts predict more of this
kind of collaboration as industry competitors are
forced to make new kinds of alliances in order to
hit the regulatory targets.””

The Unreasonable Consumer

Consumers no longer tolerate trade-offs they
once accepted. Why can’t | rent a car for an
hour (City Car Share), or buy fast food that’s
healthy and ethical (Chipotle), or afford to enjoy
high fashion on a basic wage (Zara, H&M, and
Rent The Runway)? And they take these new,
unreasonable expectations into every other
category (see “Death of the Trade-Off”).

The Unreasonable Customer

Retailers pass on their own business pressures
to suppliers—more impactful promotions, more
successful innovation, keener price points, fewer
SKUs—and they also pass on their business
ambitions: when Walmart changed its approach
to sustainability following Hurricane Katrina, for
instance, it demanded that its suppliers deliver to
the standard of that new ambition as well. These
higher bars are matched with fiercer terms—an
unreasonable combination, but the reality of the
power the retailers hold.

The Unreasonable Challenger

Three years ago, did the giant hotel brands
imagine that they would be competing with me
and you and our spare rooms for the custom
of this new generation of travelers? And yet
Airbnb, the fastest growing hospitality brand in
the world today, rented more rooms last year
than the Hilton brand.”® That’s a vastly different
competitive offering to which the hotels must
respond—and unreasonable to expect a legacy
business to be able to respond so quickly to this
new kind of challenger. But respond it must, and
fast—just as Mercedes must respond to Tesla,
Tesco to Aldi, and every cab company in the
world to Uber.
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In financial services, for instance, we might once have accepted an interest-bearing
checking account, from a free online bank with online customer service 24/7, as a
reasonable trade-off for having no actual retail branches. There was demand for a great
online bank (ING, First Direct) and demand for a full-service bank with branches
(Wells Fargo, NatWest), but with an understanding of the trade-offs on fees and rates.
Not anymore. Today’s banking customers want it free, accessible from anywhere in the
world, anytime, with real people in case anything goes wrong, and a branch to drop in
on when in town. But they don’t want banks to get big. They don't like big.

The modern consumer is, in fact, the incarnation of Shaw and Handy’s unreasonable
man and woman, forcing businesses to get beyond “either/or” and work out how to
give them the “and.” The unreasonable consumer is, in effect, asking us propelling
questions. And the answers they are getting are starting to change the face of the
categories in which they appear. Just look at the United States alone:

*  Fast food: I need a fast, cheap meal but I'd like it to be better quality and
healthier. Chipotle’s commitment to simple, hearty Mexican food with a side
of sustainability has lead to double-digit growth three years in a row.

*  Cleaning: I want cleaning products that clean, but I expect them to be green
too. method makes gorgeous green products that “clean like a mother” and is
now in its twelfth successful year.

*  Mobile carriers: I want the best phones and the best network, but without
being tied into a contract. T-Mobile now gives a smartphone without any
contract, and it will pay off the early-termination fees charged by those who
won't. Small wonder that it is currently acquiring customers faster than ATT."

*  Cars: I want a car that drives like a rocket and looks like a dream while being
completely electric. Tesla’s plug-in Model S is beautiful and fast, gets the
equivalent of 89 mpg and was recently voted the safest car ever tested by the
National Highway Traffic Safety Administration (NHTSA).

The point is that if we don’t ask propelling questions of ourselves, someone is going to
ask them of us, someone with authority and legitimacy. It may be our largest or most
influential customer, or our noisiest challenger, but if we don’t anticipate this, by the
time we hear them we will already be behind the curve. This is the corollary of the new

CHAPTER THREE: Ask Propelling Questions

73




74

generation of inventiveness: if we are not leading in being that inventive, then we risk
becoming an important part of the past, rather than a shaper of the future.

So this chapter has taken us on a journey. We started by exploring the value of how
we framed the question around a constraint, to open up the beautiful possibilities it
might contain. And now we are looking back and reviewing our competitive context,
and the transformative power of propelling questions in our category as a whole—
perhaps finding ourselves on the receiving end of a sharply competitive answer from
an unreasonable challenger. One who asks a question that combines two different
elements—a particular type of ambition with a certain kind of constraint—and is
unreasonable, given everything we know about the category, to ask. And that, once
answered, changes consumer expectations about the category, to our disadvantage.

But let’s finish by flipping it: what are the benefits of offense as well as defense here?
What if we impose that constraint on ourselves—ask and answer the propelling question
firse? Is there any hard data on the benefits of being the unreasonable challenger?

The rewards for the unreasonable challenger

John Gerzema runs WPP’s Brand Asset Valuator, a databank of an annual global survey
of 50,000 brands in over 200 categories, amongst 800,000 people. Gerzema himself
is a New York Times bestselling author whose work includes studies of the effects that
lifestyle ambitions and budget constraints have on changing consumer habits. In
the concept of Cinderellanomics, for example, he describes strategies of those who
desire a luxury lifestyle but cannot afford to maintain it; their solution is to have it
on a temporary basis, to rent luxury goods for a while and then give them back.”’
Unreasonable, perhaps, but smart if there’s someone prepared to enable it for them
(Rent The Runway, for instance).

The database Gerzema manages is the largest analysis of the changes in people’s
relationships with brands and categories over time; it can now identify and analyze
key brand and consumer trends for over twenty years. BAV assesses brand energy as
a combination of relevant differentiation and a sense of momentum. Working with
professors Robert Jacobson at the University of Washington and Natalie Mizik at
Columbia, they found a strong correlation between brand energy and market valuation,
and believe consumers short brands in much the same way that investors short stocks—
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If we don’t ask propelling
questions of ourselves,
someone is going to ask them
of us, and by that time we will
be behind the curve.

brands that are losing energy get mentally sold to
make way for brands with more energy. *!

So where does unreasonableness fit into this?
Categories tend to have poles of qualities which
brands focus on delivering (high-performance,
economical, rugged, and stylish in automotive,
for instance). There is a range of these poles in
any category, and the relationships between these
different poles often contain trade-offs: people
have historically accepted that they shouldn’
expect a brand in that category to be able to offer
them both high performance and be economical,
for instance—it is reasonable to expect there to be
a trade-off as a buyer that one makes between one
and the other.

But we wanted to know if there was any evidence
in the data that an unreasonable challenger—
which we define here as a brand with an offer
that unreasonably resolved what the category had
previously seen as reasonable trade-offs, such as
Chipotle and Tesla—would see an increase in brand
energy, and hence their long-term value. And,

indeed, what the effect on the rest of their category
would be if they did.

To make things simple, we looked with BAV,
using their data, at some of the more obvious poles
in each category. In cars, we took the green versus
performance poles and looked at Tesla versus other
luxury auto brands. In fast food, we looked at
value versus quality and healthy, and used Chipotle
against Taco Bell. And in houschold cleaning, we
looked at socially conscious versus efficient (a proxy
for performance in cleaning) and looked at method
against other leading cleaning brands.

The analysis is reproduced in the appendix.
In short, what it found was that while there were
inevitably variations in the magnitude of the effects
by category, a consistent picture emerged:

*  The poles we looked for are quite easy to see
in the data, and have been stubborn over
time; there has been until now a clear trade-
off, with few brands seen as being able to
deliver against both.

* Those who are now seen to be delivering
against both of these two trade-off poles,
resolving the trade-off, have a stronger
brand energy score than those who don’.

e These unreasonable challengers who resolve
trade-offs are gaining energy. Those in the
same category that aren’t are now losing
energy, possibly depositioned by this new
dynamic.

John Gerzema notes the significant shift this
represents in the way buyers are thinking about
categories, and their brand choices within them:

CHAPTER THREE: Ask Propelling Questions

75




76

According to our data, there have always been clear and discernible patterns in
the ways consumers think about product categories. Historically, these patterns
were driven by perceived trade-offs. In other words, brands would carve out a space
around a few attributes that naturally clustered rogether into a territory, and thats
how brands in categories thought about differentiation—as coming from “natural”
clusters. However, the data now shows that brands able to unite attributes that have
previously been perceived as disparate are showing considerably more momentum
and energy than the ones that are stuck in their old one-dimensional territory. These
brands are the ones that people want to do business with because theyre offering
something new, and reinventing what is considered reasonable—or even what is
considered possible.**

The future, it seems, belongs to the unreasonable challenger, who imposes on themselves
the constraint of having to satisfy two apparently contradictory poles at the same time,
and finds a way to do so. These are the brands that are gaining energy. And those
brands that are slow to ask themselves this particular kind of propelling question are
also the ones finding themselves starting to lose brand energy.”

So what do we do about this? Set up an unreasonable innovation stream within
our innovation pipeline? Perhaps. But Yves Behar, the designer behind Jawbone and
OLPC whom we met in Chapter One, goes further. Behar feels that this is the new
normal—or at least, that we need to think of it as such:

1 think the consumer today wants it all, and its our job to deliver it to them ... to
deliver the better experience thats green and less expensive, all at the same time.
Theres no reason why it can’t be done, outside of the fact that somebody somewhere
in a corporation is saying it can’t be done. But the kind of era were moving in is an
era of much deeper and truer creativity, creativity that’s all-encompassing in solving
a problem, commercial or not, rather than compartmentalized solutions.**

In other words, we must all be prepared to answer to Uber’s children.
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ASK PROPELLING QUESTIONS: CHAPTER SUMMARY

There are many kinds of questioning techniques: the five whys, and “what if ...” being
perhaps two of the best known. This chapter argues that a new kind of powerful and
relevant kind of question for the times we live in is a propelling question.

Propelling questions bind a bold ambition to a significant constraint. The solution has to
make use of the constraint, denying us what would make the answer easier, ensuring that
we address real challenges and not indulge in blue-sky fantasies.

Propelling questions force us off our well-worn paths, help us break path dependence,
and spur us to entirely new kinds of solutions.

A propelling question is most powerful when it has specificity, legitimacy, and authority.

We can use different families of ambition and constraint to help define the most potent
propelling question for our situation.

Some of the most successful people and businesses achieve that success by routinely
posing these kinds of impossible questions for themselves and their teams (IKEA,
Google, Nike). It’s a part of their make-up to propel themselves forward by setting
ambitions that they don’t know how they’ll achieve.

We all need to be more proactive in asking and answering propelling questions of
ourselves, before someone else asks them of us—whether a regulator, a competitor or
even our consumer.
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CAN-IF

How to find solutions to constraint-driven
problems

THIS CHAPTER FOCUSES ON:

1. What's the best way to 2. How do we maintain 3. What might be the most
begin answering these momentum in finding fertile places to start to
challenging kinds of possible answers? look for answers?
questions?
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PART 1: How we need to think about answers

Optimism decays

Propelling questions—using a higher level of ambition to force us to find the
opportunity in apparent constraints—require us to work towards solutions that lie
outside our experience and comfort zone. Sir Jonathan Ive, Apple’s design chief, has
spoken about what it takes to confront these kinds of challenges. It takes, he notes,
both a “remarkable focus” and “being inquisitive and optimistic’—qualities which, he
says, one doesn’t see in combination very often; optimism and persistent inquisitiveness
are hard to sustain over testing periods of trial and error.!

Some scientists have suggested that there’s an evolutionary advantage to optimism.
Optimism underpins progress by allowing us to believe in a better future, and so make
it more likely that we will plan for and begin creating it. This optimism bias’ exists
across race, region, class, and caste and explains why so many cultures have a version of
the “every cloud has a silver lining” aphorism.

Academics also show that positivity correlates strongly with both resilience and
openness, two characteristics we are going to need to draw on as we commit to
exploring and testing inventive new approaches from unusual sources.’?

But our optimism bias can’t be fully relied upon. It tends to overestimate our
chance of success, so that we underprepare for challenges, and it tends to be far more
personal than collective: I am optimistic about mzy future, but pessimistic about our
future. As we'll almost certainly be working in teams and involving new people, we’'ll
need to find a way to build a greater collective sense of positivity, as we search for the
beauty in our constraint, than our own inbuilt bias might be capable of delivering.

So the challenge is not simply “How do we answer this question?” It is “How do
we create the conversational climate that gives us the best possible chance to answer
this question?” One that’s a little more helpful than a simple exhortation to be positive.

Can-If

Colin Kelly is the Director of Research and Development at Warburton’s, a Bolton-
based British bakery that has grown from a regional challenger twenty years ago to
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the UK’s brand leader in bread and baked goods; it is one of the most remarkable and
unsung success stories in European business. Kelly and his team are quietly reinventing
a 50-year-old baking process that the rest of the industry no longer questions.

Kelly emphasizes the importance of the flow in problem-solving, by which he means
keeping the conversation focused on movement toward possible solutions, unchecked
by the presentation of potential problems. His views about how to maintain this flow
were strongly influenced by his experience leading a team in Russia in 2006. In the
conservative culture of the time, the potentially strong solutions his team proposed
were frequently blocked by others explaining that “we cant do this because....” The
nature of the “can’t because” varied. Sometimes it had to do with cost or capability,
sometimes impact on other processes, sometimes simply the sheer degree of difficulty
involved. But the effect was the same: every time someone introduced a “can’t because,”
Kelly noted, the conversation reached a dead end. The flow had stopped.*

Kelly couldn’t change the nature of the organization, but he could change the
nature of the conversation, particularly the beginning of each sentence in the problem-
solving process. He didn’t let people start with “We can't because.” He forced them to
start with “We can if.” So, for example, instead of saying “We can’t use that type of
new packaging because it will slow the line down,” the person would be forced to say
“We can use that kind of new packaging if we run it on someone else’s line.” The flow
is maintained, and the group moves on to the next question in the chain (in this case,
how to find the right line).

As Kelly notes, “can’t because” is an understandable reaction to a difficult challenge.
People are used to putting up their hands to solve a problem they know how to solve;
what is much harder, and more unusual, is putting up their hands to solve a problem
they don’t know how to solve. And yet that is precisely what is required in constraint-
driven problem solving. Without a positive construct to guide the team, the inability
to have a ready answer to a difficult question kills the momentum and the flow of
exploration.

Let’s unpack why can-if is so powerful as a frame for our conversations in answering
a propelling question, and finding the potential in an apparently challenging constraint:

It keeps the conversation on the right question. It keeps the conversation about
how something could be possible, rather than whether it would be possible.
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It keeps the oxygen of optimism continually in the process. It keeps optimism
and inquisitiveness alive at the same time.

It forces everyone involved in the conversation to take responsibility for
finding answers, rather than identifying barriers. It doesn’t allow someone to
identify obstacles, without looking for a solution to that obstacle in the same sentence.

The story it tells us about ourselves is that we are people who look for
solutions, rather than a group of people who find problems and obstacles. It
builds and reinforces our thinking about ourselves as a culture of potential transformers,
rather than impotent victims of insuperable circumstance.

Itis a method that maintains a mindset. The failure to generate an answer with one
line of enquiry simply leads to another can-if, another how.

Can-If sequences

IDEQO’s Tim Brown notes that constraints are rarely one-dimensional. There tend to be
systems of interlocking constraints within a particular challenge that might encompass,
for example, engineering, marketing, and legal. This kind of system requires vision
from a leader to cut through to the key challenges, and the understanding that the
process is unlikely to stop at a single first can-if, but instead become a sequence in
which one solution leads to another challenge, which, in turn, needs a solution, and so
on. It is the nature of this sequence of challenge-potential solution, challenge-potential
solution, challenge-potential solution, that makes maintaining a culture of optimism
and openness so vital.

The nature of a sequence of cascading can-ifs is illustrated well by a group that
faced considerable constraints, but nevertheless wanted to be a serious competitor. In
this case, the group was the government of a country: Taiwan.

Thomas Friedman once described Taiwan as “a barren rock in a typhoon-laden sea
with no natural resources to live off>—not an ideal choice, then, for the two million
people who left mainland China at the end of the Civil War in 1949. Chiang Kai-
shek’s new government needed to build a strong economic foundation as a base from
which to resist the sovereignty claims of their gigantic neighbor to the west, the People’s
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Republic of China. With few natural resources, the infrastructure destruction of World
War II, and two million new citizens, Taiwan faced a number of very challenging
constraints. But stasis was not an option. They needed to find a way forward.

So the Taiwanese central government asked themselves a propelling question: How
do we boost our economy without natural resources?

Their first can-if was to change the definition of natural resources. If they thought
of their people as natural resources, they reasoned, they could grow them to progress
beyond their current agrarian base. Taiwan had already begun to transition from
agriculture to light industry under Japanese rule prior to World War II, and the land
reforms of the new government continued this by encouraging landlords to invest in
business, creating a new base of industrialists. They instituted universal elementary
education as the first step to ensuring a steady supply of human capital to feed industry.
Success built slowly, supported in part by U.S. aid during the Cold War, and by 1968
the government was ready to mandate nine years of schooling, rather than the current
six.

But this solution led, in turn, to a further constraint: a shortage of teachers. So the
next can-if was to recruit alternative teachers among recent college graduates, and train
them on the job. This gave rise to a new challenge: with more education and more
teachers, they now lacked enough buildings to teach in and the budget to build new
ones.

The first part of the solution to the building shortage was to look beyond the
Department of Education and to “target abundance” (a concept we will explore in
Chapter Five) in other government departments—education was such a high priority
that all departments were expected to contribute to the budget for school building. The
second part of the solution was to persuade private independent schools to open and
join the program, while also expanding their own school buildings to meet capacity
needs.

The final challenge was that the type of education the system currently offered
wasn’t well suited to the way that the government needed to grow the economy—it
hadn’t been designed to provide a flow of skilled workers. And so they implemented
a two-track system that blended the vocational with the academic: vocational high
schools and junior colleges developed new capabilities and, working in collaboration
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with private companies, set up training courses, alleviating the cost to the government
and, at the same time, creating a shared responsibility for creating the natural resources
to meet the country’s overall ambition.

Clearly, governing under martial law helps to mandate compliance. Yet the
connected series of constraints Taiwan needed to transform in order to meet their
ambition couldn’t be solved by mandate alone. In finding solutions to each of the
constraints, their can-if thinking included:

*  Thinking of their assets in a fundamentally different way.

*  Finding new ways to resource shortages.

*  Adapting existing assets to fit new purposes.

*  Combining different innovations in curricula and capability to arrive at a
unified solution.

This multiyear process is summarized in Table 2 on the following page.

Dr. CJ Liu, Director of Education Division of the Taipei Economic and Cultural
Representative Office in Washington D.C, describes the strong feeling of national pride
that drove the reform of education over decades, and which remains strong to this day.
Confucian societies highly prize learning and self-improvement, and the Taiwanese,
so long without a clear sense of identity due to so many foreign rulers, found unity
partly in the quest for education. Since the lifting of martial law in 1987, the public
has demanded more reform, culminating in huge demonstrations in 1994 and further
improvements thereafter. Taiwan is now looking at making twelve years of education
mandatory.®

The Taiwanese Miracle,” as it is sometimes called—enjoying an average annual
growth of almost 9 percent from 1952 to 1982, higher even than Korea, Japan, and
Singapore, leaving a nation of just 23 million people holding the fourth-largest cash
reserves of any country in the world—is clearly remarkable.® While not the only
contributing factor, education has been a critical one; it is a good illustration of how
maintaining a can-if culture is essential to addressing the problem—solution—problem—
solution sequence that a challenging propelling question can stimulate.
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We Can’t Because...

We Can If...

We don’t have any natural resources

We think of people as a natural resource.

Most of our citizens only receive 6 years of
education.

We introduce an increase in basic education from
6 years to 9 years.

We can’t teach those additional pupils because
we are short of teachers.

We resource it from alternative teachers—from
students graduating from university and graduate
school without official training.

We don’t have time to train them.

We introduce a program that trains them in
service.

Our department doesn’t have the money to build
more junior high schools.

We resource additional budget from other
departments.

Even with that extra budget we won’t be able to
build enough schools.

We persuade independent schools to participate
and expand, so we can use their expansion as
part of the capacity that will be needed.

We only have higher education focused on
academic subjects, rather than vocational ones.

We combine creating a strong vocational college
track with partnering up with private companies
to train people with the skills we need.

Table 2: Cascading can-if in Taiwan

Failing forward

Ben Knelman is the founder of Juntos Finanzas, a
financial management tool that uses text messaging
for cash-based households. It was designed to help
first-generation Latinos in the United States develop

a sense of confidence in their ability to manage
their money—a considerable source of stress. The
constraints were readily apparent to Knelman
from the outset: little financial literacy to speak of
in this community, with most of them possessing
no computer, bank account, or credit card; his
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customers deliberately choosing to be unbanked, rightly cautious of the fees they could
unwittingly incur.

Knelman is a graduate of Stanford University. There he took classes at the Hasso
Plattner Institute of Design at Stanford University (known as the d.school) where,
for one project, he and his class worked with nightshift janitors to get a deeper
understanding of how they managed their finances. Responding to what they heard,
Knelman and his classmates developed simple, paper-based tools to help the janitors
record and track their finances, to gain insight into their own spending habits and,
with it, a greater sense of control. The three-week project concluded, the class moved
on, but Knelman felt there was a potentially important idea there to come back to. A
year later, he returned to talk to some of the janitors, and was startled when one of
them told him that his simple paper tool had helped her save over $2,000 during the
year. He was struck not only by the amount she had managed to save, but also by the
emotional impact he saw on her face: she was fiercely proud of her newfound ability
to control her family’s financial future. The tool had changed not only her approach to
financial management, but also the story she told about herself. So Knelman started
Juntos Finanzas.

Having been a d.school student, Knelman is keen to point to the role of design
thinking in his process: deep user empathy to identify latent needs, strong collaboration
among the team, and the ability to quickly develop prototypes to increase the quality
and speed of learning,.

Knelman describes it optimistically as “failing our way forward.” Each of his thirty
failed prototypes for Juntos Finanzas guided him away from what didnt work and
toward what did. A key principle for him was staying invested in solving the problem,
rather than becoming invested in a particular solution. If your favorite can-if solution
turns out to be a blind alley, it’s too easy to get emotionally stuck, he believes, unable to
kill it. Difficult challenges demand not just humility, but the ability to draw inspiration
from initial failure. He was convinced, for instance, that making his tool as easy to use
as possible would be the key to creating lasting engagement. But through prototyping
he and his team learned that while too much work was a deterrent, too little work was,
too: users needed to invest some of their own time and effort in the process in order to
feel they were managing their finances. It helped them feel in control.

In 2013, Juntos Finanzas won the G20 award for Financial Innovation, which led
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to an invitation to work with a major Colombian bank on a new, text-based financial
management tool. With 40,000 people already in that program, Knelman and team
are optimistically failing forward once again.

Ambitious crowd-control at London 2012

Failure is not the only reason for rejecting a potential can-if solution. Sometimes it
simply cannot live up to the scale of the original ambition in the propelling question.

Heather McGill was the head of Spectator Experience for the Olympic and
Paralympic Games at London 2012. The first games ever to have this as a formal role,
it was an expression of their explicit ambition to elevate the spectator experience to
a new level, and McGill and her team were charged with optimizing every aspect of
the experience across every event, inside and outside the Olympic Park. Within this,
the logistics alone were a considerable challenge for London, like any host city: they
would have to host, in effect, 63 weeks’ worth of events in thirteen days. But they had
obviously set their ambition higher than being logistically flawless.

Overall, the park design anticipated the flow of spectators well, but McGill’s team
recognized that there would be peak-traffic moments (several big events finishing
simultaneously, for instance) when unusually large crowds would be leaving at the
same time, creating pinch points that would make movement slow, even impossible.
The conventional way of managing these moments is through dot-matrix signage used
to communicate wait times, indicate best directions to take, and reroute chunks of the
crowd. But that system was too expensive for the budget at hand.

The recommendation instead was to add more stewards with loudhailers, extra
barriers, and one-way directions. The proposal came with credentials: it had worked
well in Sydney. But McGill felt this solution, while no doubt effective, would
compromise the fun, friendly, people-centric spectator experience they were creating.
It might address the problem, but it wouldnt deliver the scale of the ambition they
had set for themselves. Previously tour producer for the Spice Gitls, she understood the
distraction value of entertainment as a response to restrictions, and her can-if thinking
fitted the ambition: their eventual solution was to have live music in the stadium at the
end of events to encourage some people to linger in their seats, and a secondary ring of
entertainment around the stadium itself to draw large groups of the departing crowd
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Gamesmakers at London 2012

to a different part of the park to stay and enjoy the
fun. Any direct control of the crowd who still elected
to leave was achieved by the “gamesmakers” (as they
called the volunteer stewards) enthusiastically waving
and pointing with oversized foam hands." The lack
of state-of-the-art signage had spurred them to create
a more enjoyable, entertaining experience, but only
because they refused to compromise on the scale of
the ambition. 86 percent of the ticket holders at the
Games subsequently voted it the best live event they
had ever been to.

Overall, then, we need to recognize that few of
our constraint-driven challenges will be as simple
to address as finding a single solution to a single
problem.

e We'll need to use the scale of our ambition
as a filter (as London 2012): just because a
solution can work, that doesn't necessarily
mean it will deliver the full answer to our
ambitious constraint.

e We'll need to be prepared to iteratively fail
forward to arrive at a genuinely powerful
solution (like Juntos Finanzas).

e We'll need to anticipate that one solution
may well lead to a second-level problem,
with a solution that may, in turn, raise a
further challenge, as in the case of Taiwan.

Maintaining the mechanics and mindset of a can-if
process throughout will keep the flow going.

Part 2: Just enough method

The different types of can-if

Struck by the simple power of Kelly’s concept of
can-if, we re-examined the examples of constraint-
driven breakthrough we had studied to look for
commonalities across the various kinds of can-if
thinking they represented. To create just enough
method to make it easier to answer propelling
questions, we felt a number of stimulating start
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points would be valuable to define. We won't go into the following level of detail
on all of the six tools and frameworks in this book that are designed to help find the
opportunity in a constraint. However, starting to make progress looking for a potential
solution is clearly such an important part of any ABC capability, that we have in this
chapter and the next spent more time than elsewhere combining the analysis with
laying out a tool and process that might allow us to use it productively ourselves.

We started by identifying nine different and usable types of can-if, each of which
we have illustrated below with two specific examples. Some of these have already been
discussed earlier in the book, but we have summarized them to be consistent with the
others that we instance.

The nine types of can-if that seemed to be most common were these:

We can if we think of it as ...

This type of can-if involves thinking in a new way about something that has
become very familiar, perhaps even taken for granted, and using this new frame to
open up a new possibility or new way forward.

Southcentral Foundation, for example, manages healthcare for native peoples in
Alaska. Twenty years ago, their population was one of the least healthy in the United
States, and the relationship between the healthcare provider and the disenfranchised
community was poor. The key insight that drove the transformation came when the
foundation began thinking of their people not as patients but as customer—owners.
This fundamentally changed the relationship between the two parties, and created a
wave of innovation through introducing a service culture to their organization and an
ownership mentality to the patients. Sometimes language precedes behavior change.

We can dramatically improve the health outcomes of a disenfranchised community if
we think of patients as customers and owners. (See page 127 for more on this case study.)

All video games take time to load, and the waiting frustrates gamers. The designers
of EA’s soccer game FIFA 13 knew they couldn’t do anything about load time itself,
but they could transform the wait. Responding to the propelling question “How can
we make waiting a valued part of the experience?” they introduced skill-building games
during the load. Players could improve their skills while waiting for the game they were
about to play, and compete for high scores with their friends in a new way.
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We can turn loading time into one of the most rewarding parts of the game if we think
of it as a chance to build skills and make better players."!

We can if we use other people to ...

This type of can-if involves trying to find answers to propelling questions using
the skills, expertise, or willingness of other people. It challenges us to think creatively
about who else we might ask for help with our constraint and why they would be
willing to offer that help.

As Airbnb grew, they realized that most people made their decisions about renting
accommodations based on photos. Many in their community lacked the cameras or
the skills to photograph interiors at their best, but it clearly wasn’t viable to employ staft
photographers to travel the world to take pictures of each property. Their solution was
to resource their apparent scarcity from within the Airbnb renting community, paying
local professionals and hobbyists who could shoot in their spare time—a solution that
enabled them to improve conversion rates and reinforce the power of community at
the same time. Airbnb now employs 4,000 such photographers worldwide—which,
they will proudly tell you, is more than Bloomberg.

We can offer great photos of each accommodation without the personnel and travel
overhead of staff photographers if we use other peoples skills as photographers; people from
within our community."*

Translating the billions of pages that make up the World Wide Web into languages
other than English is a daunting task for anyone to undertake—unless you can find
a lot of people who will do it for free. Why would they do it for free? Because they
want to learn a foreign language, and translation exercises are part of the homework:
they translate web pages in return for free lessons. Duolingo’s founder has 1.2 million
people worldwide translating the web for free while using his free learning app, and
generates revenue to pay for his development costs from the translations students do
as part of their homework.

We can translate the web into other languages if we get a million people to do it for us.
And we can get a million to do it for us, if we help them learn a new language while theyre
doing it."®
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We can if we remove x to allow us toy ...

This can-if is about the enabling power of subtraction: how, by removing something,
we allow ourselves to do something else instead.

Hue is a chain of hair coloring salons in New Zealand whose aim was to offer
high-quality coloring at half the cost of other salons. They could do this, they
recognized, if they eliminated one of the steps of the conventional service: the stylist
drying the customer’s hair after coloring. Customers at Hue dry their own hair in a
separate communal area, while the stylist turns to the next customer. Far from being
a disadvantage, Hue say the customers get to dry their hair the way they like it, and
socialize with other customers as they do it.

We can offer high-quality coloring at half the cost if we eliminate the stage where the
stylist blow-dries the customer’s hair"

citizenM is a new hotel chain founded to deliver a hip hotel experience that doesn’t
break the bank. Dutch co-founder Robin Chadha says that when setting up, they
asked themselves, “What are the things we need from a great hotel, and what don’t
we need?” They focused on doing four things flawlessly: the bed, the shower, reactive
technology (TV, music, ambient lighting, blinds all controlled by the one device) and
great design. No compromise on any of those four. They then struck a red pen through
everything else: no choice of rooms, no double sinks, no robes, no slippers, no tea and
coffee in the room, no minibar, no paper receipts—none of the frills. Removing those
has allowed them to offer a stylish hotel experience for 75 percent of the price.

We can offer a uniquely hip hotel experience for a low price if we do just four things
Sflawlessly.”

We can if we access the knowledge of ...

This type of can-if involves finding and accessing new sources of insight and
information to help us transform a constraint.

PHD is a global media planning and buying agency, a division of Omnicom,
with a strong industry and client reputation as a thought leader in the business. They
recognized, as they pitched for large global clients against the giants of their own
category, that they would never be able to compete like for like with the size of the
account teams and resources that these larger companies could offer. Their solution
was to offer a client not the same or a slightly larger team to work on their business,
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but everyone in the agency worldwide—over 3,000
people. They did this through the development of a
proprietary technology platform called Source, which
allows clients to share a brief with everyone within
PHD, and motivated responsiveness in the company
through gamification, including a leaderboard of
the most active contributors. The innovation offered
the additional benefit of developing locally relevant
solutions to global briefs, thereby circumventing
regional “it won't work here” pushback from the

local markets. Unilever, GSK, and VW Group are

just three of the clients that have given PHD large
global contracts in competitive pitches since the
introduction of Source.

We can offer a service superior to even our largest
competitors lf everyone in our company contributes to a
client’s brief'°

The UK company giffgaff accesses the knowledge
of its own customer base. A mobile virtual network
operator (MVNO), they buy bulk access to a
wireless network infrastructure and resell phones and
minutes directly to the customer. In an effort to keep
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their costs low, yet provide exemplary customer service (their propelling question),
they use their own customers to answer specific questions about specific phones—who,
after all, knows the real user experience of a phone better than a fan of that phone? And
customers are faster and more accurate than a customer service rep browsing through
a stack of manuals. In return for credits on their bills, customers use online message
boards to answer such queries. In 2012, giffgaff was named best mobile virtual network
operator at the UK Mobile Industry Awards.

We can offer superior customer service at a very low cost if we access the knowledge of
our customers themselves.

We can if we introduce a ...

This type of can-if centers on introducing a new product or service dimension into
the process, one that either transforms an element of the constraint into something
positive (as in India’s MyDollarStore below) or offers a different source of appeal and
engagement, one with the ability to change the criteria for choice in our favor (like the
first example here).

We have discussed the case of Surf, Unilever’s value detergent, in Chapter Two.
To keep its costs, and thus its retail price, low, it can't use the same expensive cleaning
enzymes as the premium brands. In a category driven historically by cleaning power,
Surf needed to introduce a new criterion: How could they drive consumer preference
in cleaning when they weren't able to compete on cleaning power? Their insight, we saw
in Chapter Three, was that the laundry experience was neverending and joyless, and
so the brand focused instead on introducing a much higher level of sensory delight in
every interaction with Surf, and in particular the use of fragrances to give an emotional
reward and pleasure to the user beyond cleaning power alone.

By introducing a new emphasis on fragrance as an indicator of cleanliness, they
changed the criterion from “see how clean” to “smell how clean,” a criterion on which
they could—and did—win. Surf grew 36 percent globally between 2009 and 2012,
and is now the leader in the value category. They took the lack of the best cleaning
power as an offer to introduce an entirely new criterion of choice.

We can offer a more appealing cleaning promise if we introduce fragrance and sensory
delight as emotional rewards for cleaning, over and above functional effectiveness."”

When MyDollarStore launched in India, it included a range of American food
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products that neither the customer nor the staff initially understood how to eat or
cook—such as pasta, for example. But, with imported U.S food as an intrinsic part
of the franchised idea, the management of the three launch stores in Mumbai had to
make it work. How do you persuade customers who don’t understand what a food is to
buy it, even if it only costs 100 rupees? And how do you help a colleague who doesn’t
understand what that food is to explain and recommend it?

To address the constraint, the team introduced two new practices that ended up
transforming the customer experience. First, they allowed staff to break open any pack
of any food in store at the customer’s request so that they could see, touch, and taste
the unusual new food. More than simply overcoming the lack of knowledge, this
introduction, not seen in Indian food retailing before, created theater around curiosity
and learning about the new foods, generating energy in store, and conversation outside
it. To ensure that they could properly satisfy this curiosity, the leadership introduced
training on these new foods for everyone in the store during their first week on the
job. They could all cook and try the products for themselves—trying all six different
pastas, for example, or tasting chocolate-covered hazelnuts for the first time. These
two introductions helped transform what might have been insurmountable constraints
into novel experiences, and helped the new concept stand out at launch and quickly
become established. The leadership team successfully scaled the three stores to 47 over
four years, before being made a buyout offer they couldn’t refuse.

We can sell Indian buyers foods they don’t know if we give them a chance to try and find
out about everything before they spend their money on it."

We can if we substitute x fory ...

This can-if is about substituting one apparently essential part of the product,
process or experience with something entirely different.

Two designers at Lund University in Sweden, Anna Haupt and Terese Alstin,
wanted to know why adults who knew the risks of cycling without a helmet continued
to do so. They were surprised to hear that much of the answer lay in the way the
helmets created unflattering hat hair—who knew the Swedes could be so vain? When
asked what the helmet of the future would need to be like in order to encourage them
to use one, the answer people gave them was invisible. Haupt and Alstin’s solution,
now sold as the Hovding; is a device that uses airbag technology worn around the neck,
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leaving the head and hair entirely free of unseemly
helmets. Over thousands of crash tests monitoring
cyclist movement, they refined a mechanism to
instantly deploy the airbag in the event of an
accident. The Hovding covers a much larger area
of the head than a normal helmet, and tests by an
insurance company suggests it may be three times
as effective as a conventional helmet in preventing
injury—while being invisible.

We can offer better protection with a helmet that
doesn’t mess up your hair if we substitute an airbag for
a helmet.”

The food-truck movement in the United States
was accelerated by the financial pressures of the
recession, and enabled by the new possibilities of
social media—announcing where the cart would
be and what today’s specials were via Facebook and

A food truck in Portland, Maine

Twitter, for example. Restaurateurs whod had or
wanted their own restaurant, but could no longer
afford all the capital costs of opening one, switched
to the significantly more affordable truck. The food-
truck business was worth $650 million in 2013,
and is estimated to quadruple over the next three
years. Even established restaurants have joined the
movement, using trucks to promote their bricks-
and-mortar establishments.

We can afford to start our restaurant business if we
substitute the high costs of a permanent fixed location
with the possibilities of a smaller, more mobile one.*

We can if we fund it by ...

Often the issue is not finding a solution, but
funding the solution. This type of can-if addresses
that issue by assuming that there is always potential
funding around us; it is just not yet in our possession.

Norm Brodsky, a serial entrepreneur and author
of the “Street Smarts” column in Inc. magazine,
set up Perfect Courier, a messenger and trucking
company based in Brooklyn, in 1979. When he
fell out with his investors, it became clear that it
was him or them: if he couldn’t buy them out, then
they would buy him out and he'd lose the business.
In an act of entrepreneurial chutzpah, Brodsky
approached his largest customer and proposed that
they give him a year’s payments up front—and
after some negotiation, they agreed. With the cash
injection, Brodsky bought out his investors, and in
2007 sold Perfect Courier, along with another of his
companies, for $110 million.
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We can afford to buy out our investors without any cash reserves if our largest customer
pays us up front.”!

BrewDog is a brewery started in the teeth of the recession and constrained by
the fact that no bank would lend them money to fuel their growth (how do we grow
when we can’t get a bank loan?). They raised £7,000,000 from beer drinkers in four
years with a crowd-funding program they call Equity For Punks, funding growth and
creating brand ambassadors in the process. They are now the UK’s fastest growing food
and drinks brand, averaging 167 percent growth per year from 2008 to 2013.

We can get investment without a bank loan if we fund our growth from our fans.*

We can if we mix together ...

This can-if involves mixing together things that haven't been put together before to
solve the constraint (such as an apparently irreconcilable trade-off).

IBM’s Watson is a cognitive system that is effectively a form of artificial intelligence.
As part of IBM’s exploration of how Watson can help develop new ideas as well as
process existing data and knowledge, they set themselves the challenge of how it could
help people come up with creative new recipes with ingredients they wanted to use.
Its propelling question was, in essence, “How can we develop a way of generating
creative recipe solutions with a cognitive system that can’t think and isn’t creative?”
Their solution was to combine different kinds of algorithms into an app called Chef
Watson. One algorithm would produce solutions with some of the qualities associated
with creativity, like surprise and novelty. But this on its own would not necessarily lead
to combinations that people would like: not all novelty is good when it comes to food,
after all. But if they combined it with an algorithm that filters for flavor combinations
that people say go well together, then they could come up with unexpected solutions
that, while a little surprising, would still taste delicious—like Thai Swiss asparagus
quiche, for example.

We can develop a way of generating creative recipe solutions with a cognitive system
that can’t think and isn'’t creative ... if we combine an algorithm for generating new and
surprising combinations with one that filters through combinations humans like to eat.”

Audi’s propelling question for their 2012 S8 launch was how to marry the
consumer’s desire for a faster engine with the U.S regulators’ requirement to become
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more fuel efficient. Reconciling such opposites might naturally precipitate a knee-jerk
requirement to innovate, yet the Audi team’s solution was to mix together, for the
first time, three technologies they already had: twin-scroll turbocharging, lightweight
engine construction, and direct fuel injection. The new S8 was a full second faster from
0-60, while delivering 37 percent greater fuel efficiency in highway driving.

We can produce a faster engine that is also fuel efficient if we put together three existing
technologies that we haven't combined before.**

We can if we resource it by ...

This can-if is about being creative in how we identify and access resources that
we need to help us deliver on our bold ambition—resources that we dont currently
have access to, such as key channels of distribution, important products or services, or
internal resources such as R&D. (This capability to access new resources in new ways
is so important an ability to transform constraints that the next chapter is dedicated
entirely to how to do this.)

Rent The Runway was started by two Harvard Business School graduates who
wanted to provide greater access to designer fashions for young women who couldn’t
yet afford the high price tags of couture. Their solution was to create an entirely new
channel that would allow these young women to rent rather than buy an expensive
dress. The start-up’s founders knew they wouldn’t be able to buy and hold a high level
of inventory themselves (it would require too much capital and depreciate too fast),
but they realized they didn’t have to resource it all themselves if they could persuade
a range of top fashion designers to supply the dresses for them. We'll explain how
they finally convinced the designers to participate in the next chapter, but the new
brand launched with designers providing all the products in exchange for a share of the
revenue, and their new model of renting couture has become a huge success.

We can create access to the world of couture for young women unable to afford the
prices if we build a rental model with inventory (resource) provided by the fashion designers
themselves.

This rental model is a close cousin of the sharing economy model. France’s
BlaBlaCar, a ride-sharing service, America’s Uber, and the global phenomenon that
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is Airbnb are all examples of service companies using the sharing model with this

kind of can-if at the heart of their business model: We can create large, sustainable, and
profitable businesses in transport and accommodation without significant fixed overheads if
we resource through owners who find themselves with spare capacity.

Clearly this does not pretend to be a definitive list of all possible types of can-if, but
nine provides a good enough variety to help us get started in the process we will describe
below. There is a little overlap between some of them—giffgaff, for example, is both an
example of “use other people to” and a story about “accessing the knowledge of ”—but
for the sake of this exercise we have teased them apart to make the starting points of
the exercise as specific as possible.

The Can-If Map: Using the clusters to approach our own constraints

This diverse range of clusters will be useful to stimulate the exploration of solutions
to propelling questions in a number of new domains, beyond the ones we are used to
exploring. Their utility is not only in the description, but also the prescription: forcing
us to look through a new lens, creating a more open mindset, suggesting new paths—
and, perhaps, helping arrive at the solution itself.

The next step in turning this approach into a usable tool was to create a map
from the nine different types of can-if (see Figure 4). Each type is arrayed around a
propelling question in the middle. The question is written so that the words can and if
are at either side of the question itself—as they were at the end of each of the examples
across the nine types.

A team can work with the can-if map to start the ideation process by applying the
structure of a particular can-if solution to their own question. For example, “Think of
xasy...” asks a team to consider ways to reframe a part of their offer or process in a
new way, just as SCF reframed their patient relationship. If this can-if is productive
and creates the flow Kelly described, there are three lines, suggesting the need for three
ideas here before advancing around the map. If this particular can-if does not seem
fertile at this stage, we can move on to one of the other eight.
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Figure 4: The Can-If Map

Learning how to use the Can-If Map

Having identified a working group of types of can-if to act as launch pads, and a map
that makes them visually accessible to a team and integrates the question, the final part
of making this tool usable is to approach it with the right amount of structure. Using
this map with clients to transform their constraints, we have learned how to make the
process most productive, especially when working with large groups. It benefits from
discipline in how it is approached:

Priming: Ask attendees to think in advance about an example—personal or
professional—of when they had been able to take a constraint and find advantage in
it. Ask them to share these with the person next to them as a preliminary to doing any
kind of work. This is what is called priming in motivational science. It demonstrates
to everyone that they have succeeded in overcoming constraints to meet an ambition
before; they have that ability. They are people who can and do find solutions to
questions that are hard to answer—they just havent done it on this challenge yet.

Legitimacy: It is important to clearly set up the examples of where and how this
has been done before, for each of the can-if launch pads on the map. This, too, is a
piece of priming. It says there are other people who have found answers to difficult,
constraint-centered questions like these. There is no reason why this team cannot do
the same.

A strong propelling question: Prepared in advance with the leadership team. One
genuinely critical to the business, wrapped in a narrative of why success is important,
along with a picture of the implications of failing. The stakes need to be significant.

A leader at each table: At this stage in the learning curve, having someone who
can keep the conversation a can-if one, doing some light facilitation to help maintain
flow, and pull everyone into the process, is helpful. Divide the larger group into teams
of 4 to 6 people, have a large can-if map handy, and use a stack of Post-It notes to
capture ideas and stick them around the launch pads.

Allowing the group to go first to the exploration territories they find most natural,
and then later forcing them to go to the ones they find least natural.

Stepping back: Difficult constraints are not going to yield easily. Persistence
works up to a point—ryou just keep going at the problem—but sometimes you need
to step away and come back with a fresh perspective. Creative tenacity—going back
to the same problem in a new way—is enabled by the variety of launch pads on the
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can-if map. Research shows that obstacles, instead of
impeding creativity, do in fact help it in this regard
(see the following sidebar).

Force the group to explore at least three options
around each launch pad. One or two early answers
don’t, in themselves, give an indication of the fertility
of an area; the group needs to keep coming at it from
fresh angles, then review this can-if area as a totality
to see its potential.

Review at key stages, sharing experiences with
the tool as well as a chance to cross-pollinate between
teams. What are the types of emerging solutions? Are
they strategic or tactical and, if the latter, can they

Stepping Back and
Global Processing

Janina Marguc and her colleagues at the
University of Amsterdam studied the cognitive
processes involved when creativity meets
constraints. Their experiments showed that
conceptual scope (i.e., the broadening of
perspective) is stimulated when test subjects are
confronted with obstacles. A common practice
of successful problem-solving involves taking
a mental step back when the way to a goal is
blocked, to look at the bigger picture again and
to reassess. This helps us gain perspective, spot
alternate approaches, and integrate seemingly
unrelated pieces of information into solutions.
Psychologists call this a shift from local to global
processing, and it is one of the ways constraints
can catalyze creativity when we embrace, rather
than avoid them.?®

ladder up to more strategic solutions? What have we
learned about the constraints we are facing, and how
best to overcome them?

Methods and stimulus

We don’t need to use the formality of a can-if map
to access the power of this as a conversational tool.
Simply using the language and establishing that this
will be a can-if conversation can be enough to create
flow and momentum. But the stories have value,
too. It is important as well as stimulating to hear
how others have been able to address constraints
in creative ways; it helps keep us optimistic and
inquisitive as we explore and prototype.

Reviewing the clusters here, you'll notice a theme
emerging about how to create or access resources in
novel ways (Airbnb, giffgaff), or create new sources
of funding or knowledge (Perfect Courier, PHD).
Refusing to accept the apparent resource constraints
of our situation is what we will turn our attention
to now—knowing how to see and access resources
will be the focus of the next chapter, because it is a
capability so central to transforming constraints.

We need to learn how to create abundance, and
what it really means to be resourceful.
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CAN-IF: CHAPTER SUMMARY

If we are to be successful in answering propelling questions, we will need to have
both the right tools and the right attitude to find breakthrough, especially in complex
problems that reveal systems of constraints.

The key challenge is not simply “How do we answer this question?” It is “How do we
create the conversational climate that gives us the best possible chance to answer this
question?”

Using the deceptively simple structure of starting each sentence with “We can if ...”
keeps the focus on how it might be possible not whezher it might be possible, forcing
people to find solutions rather than more problems, and keeping the oxygen of optimism
alive in the process. Can-if is essential to create flow and is a critical part of constraint-
driven innovation.

We analyzed all the constraint-driven breakthroughs in our research, ranging from how
FIFA 13 embraced the constraint of game-loading times to how a cellphone operator

provided high-quality customer service at very low cost, and arrived at nine clusters of

different types of can-if solutions.

From these different types we have created a can-if map as stimulus for groups that have
developed a propelling question and may not know how to get started.

The chapter closes with a suggested process on how to use the map most effectively.
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CREATING
ABUNDANCE

How to see and access resources we
don’t have

THIS CHAPTER FOCUSES ON:

1. In what ways can we 2. What prevents us from 3. How can we find new
gain access to other seeing and accessing these value in what we have,
people’s resources to help resources today? so we have more to trade
us overcome our own and more power to create
scarcities and meet our shared agendas?

ambitions?
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When you don’t have resources,

you become resourceful.
—XK.R. Sridhar, Bloom Energy'

If you’ve seen any improv theatre, or the TV show Whose Line Is It Anyway?
youve seen two actors walk out on stage to improvise a scene. They start with
nothing, get a couple of suggestions from the audience about who they are and what
they are doing, and make up a scene on the spot: “You're at a job interview at NASA,
but you are a pianist. Go!” When done well, it can be astonishing to watch a richly
entertaining story emerge from two people creating in the moment, with apparently
so little to go on.?

One element of the improviser’s method is accepting offers. In the scene above, job
interview, NASA, and pianist are all offers the improviser is forced to accept. Rather
than see these as a limiting burden, the improviser sees them as a gift because they
get the story going. Every line of dialog or gesture thereafter is an offer too, and is
incorporated into the scene, even the mistakes. Neither actor has everything they need
to make the scene a success, but through trading offers back and forth, a co-created
story emerges, one that has never been told before and never will be again, and it is
usually more interesting than anything either player could have created alone.

Robert Poynton is an expert in applying the techniques of improv to the world of
business and leadership. A prerequisite for success in the world of improv, he observes,
is finding value in what you have. The uninitiated find this hard and might adopt the
victim mindset—“What am I supposed to do with that!?” But the skilled performer
finds the value in the offer, accepts it, and builds on it.

We have seem something akin to this in the way that transformers of constraints
accept a constraint as an offer—an offer to think differently about the way they define
what natural resources are, in the case of Taiwan; an offer to think differently about
the relationship between two apparent trade-offs, in the case of those unreasonable
challengers; an offer to come up with a new emotion and sensation to put into laundry,
in the case of Surf. They recognized the opportunities inherent in constraints. It’s this

CHAPTER FIVE: Creating Abundance

103




104

positive mindset coupled with a simple, repeatable method that gives improvisers and
transformers the confidence to know that they can make something out of very little
every time. They see offers everywhere.

So when faced with apparent scarcity and constraints, we need to find and build
new value in what we have, no matter how meager it may initially appear to us. And
we need to understand how to trade this value with other parties in order to get what
we want, in the way improvisers trade offers to get a story. What can we offer them in
exchange for what we need and they have in abundance? What might we do together
that could have more impact than what we can do alone? How might we combine
limited resources with others to create collective abundance?

In this chapter we are going to combine an analysis of how those without resource
become resourceful with a structured tool that will give us the discipline to do the
same.

What does it mean to be resourceful?

If finding and building tradable value around what we have is one part of being
resourceful, the other is the ability to see and access from others the abundance that
they have and we need. Such resourcefulness may be championed in Silicon Valley’s
lean start-ups and celebrated among the Jugaadus of India, but in relatively well-
resourced companies we seem to have let this capability atrophy, despite the well-
intentioned rhetoric about “intrapreneurs.” As the European Marketing Director of a
Fortune 100 company told us:

If I cut the marketing budger by 50 percent, about half of my department would
have no idea what to do. They would have no capability to look for other ways to
move their business forward without those resources. They wouldn’t know where to
start.

The way we tend to think about resources, in other words, is a form of path dependence.
We see the resource available to us as only what is given to us, or is directly within our
control. When that is taken away from us, we see our resource as depleted; when it is
increased, we think we have more.
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What Stops Us From Being
More Resourceful?

Many of us have a cluster of attitudes and beliefs
that prevent us from being as resourceful as we
need. They manifest themselves as a type of path
dependence:

e We think of the resources available to us as
the ones within our immediate control.

e We are always given our resources; we
don’t go looking for them.

e We accept the limits of those resources as
our reality.

e We don’t look beyond our own boundaries
for new sources of abundance.

e We don’'t see or understand well enough
what assets and forms of value we are
sitting on that we could trade for other
people’s abundance.

But those who are genuinely resourceful see
available resources in a very different way. They
see resources as not simply what they control, but
what they can access: what the rest of the company
has, what those in their network have, what their
neighborhood (literally or metaphorically) has, and
indeed what the big resource owners they have yet to
meet may have that they can use. A key part of being
resourceful is seeing those sources of abundance for

what they are, recognizing that they are available,
and finding innovative ways to enable them to flow
in the desired direction. Resourceful people see, in
other words, that if they lack something (money,
time, people, ideas), and that scarcity is one of their
apparent constraints, it is an opportunity to access
abundance from elsewhere. And for people who
want to make constraints beautiful, this will quickly
become an essential capability.

With this in mind, let’s be very specific about
what we mean by the word resourceful here. It has
tended to become diluted in use, to mean, “can get
things done, whatever the circumstances,” but let’s
return it to a more precise use. Let’s define it as “able
to find and deliver resources, from anywhere, that we
need and can use.”

In time, this will become an entirely natural way
of thinking, seeing, and behaving. Initially, though,
we need a tool to help us be more methodical in the
way we identify more resources—both internally and
externally—and get access to them. We have called
this process creating abundance because it is in itself
an act of creativity: creatively looking for sources
of resources, creatively reframing what we have to
maximize our own sources of value to others, and
creatively trading that value to allow us to access the
abundance we need.

We'll explore these interrelated parts to creating
abundance:

*  Seeing potential sources of resource around us.
*  Reframing how we think about our own
resources to create new value we can exchange.

CHAPTER FIVE: Creating Abundance

105




106

*  Understanding how to share and trade our resources to get what we need.
*  Exploring how and why we might join forces to multiply our resources.

Seeing potential sources of resource around us

There are four different kinds of relationships we need to explore for additional
resources. We know some of these already, but may not have considered them as
sources of resources; we will need to see their potential through new eyes. Some we
may never have considered as sources of value at all before.

Invested Stakeholders

These are the groups with which we have the strongest relationships today, because
they have a stake in our fortunes and are the closest to us: our co-workers, members
of the board, non-executive directors and investors, along with our most fervent and
committed loyalists and user groups.

We have already seen an example of this being used to great effect: PHD
developing the platform they call Source to allow a client brief to access the abundant,
but previously inaccessible, talent of everybody in the company (see page 90). In
Chapter Three we saw online furniture company Made.com squaring up to their
propelling question: “How can we exhibit at the world’s most prestigious furniture
exhibition in Milan without paying for an exhibition space?” They were able to
answer this by borrowing and exhibiting in the Milanese apartments of four of their
enthusiastic customer base, one on each of the four days of the exhibition. They
received 1,000 visitors, enthusiastic publicity, and enhanced their reputation as a
brand for having a fresh and more creative perspective. In each instance, these potential
resources were already within reach; they simply needed to be seen for their potential,
and harnessed in the right way. Similarly, Timbuk2, the messenger bag brand, is a
keen observer of the way their users customize their bags, to gain insights that drive
their own product development—an example of accessing innovation resources from
one’s best customers.

If we are short of resources, then interrogating our relationships with all our
invested stakeholders is the first place to start the search for abundance.
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External Partners

This source is made up of partners with whom we already have a relationship,
but lack the same level of emotional involvement and shared agenda as our invested
stakeholders: strategic partners, the broader group of users and customers, even friends.

For example, we've seen Norm Brodsky source funding from his largest customer
(page 94); and Frikkie Lubbe tap SAB’s network of barley farmers to source insight
into water-stressed irrigation (page 61).

Our ability to tap into the extended networks of friends and colleagues has been
considerably amplified by the possibilities of social networks. As Porter Gale points
out in her book of the same title, “your network is your net worth.”® For this group,
resourcefulness often begins with generosity: the truly resourceful understand how
to invest in their networks to build capital by giving their time, connections, and
knowledge and, when faced with scarcity, are then able to draw down that capital.*
To unlock this potential we will sometimes need to step away from our existing
relationships for a moment and see them through fresh eyes. What more do they have
to offer? What more do we have to offer them?

Resource Owners

This is a group of people or companies with whom we currently have little, if
any, relationship, but who have an abundance of a particular kind of resource that we
need. They might have a special area of expertise, or an established route to market,
for example. The NGO ColaLife draws on the might of The Coca-Cola Company’s
distribution system in Africa to deliver dehydration salts to children suffering from
diarrhea. ColaLife exchanged the goodwill of their mission for the distribution of the
Coca-Cola Company. They designed a pack that fitted neatly in the unused space
between the necks of the bottles in the Coke crates, and out it went.

When Ingvar Kamprad, the founder of IKEA, stood in a market in China looking
at row upon row of plucked chickens, he wasn’t thinking about dinner, but wondering
what the pluckers did with all the feathers. He persuaded the farmers to stop burning
the feathers and sell them to him very cheaply for stuffing inexpensive comforters.
The farmers made money on their abundant waste and Kamprad addressed the cost
constraint of goose down. Kamprad is a master at seeing offers and resources he can
use where others see only waste.
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The possibilities with this group are almost endless. Every business, organization,
and entity we come across could potentially be a source of abundance for us, and
genuinely seeing sources of potential abundance lies in having the kind of orientation
to the world that Kamprad has—open to opportunity, seeking it out, ever ready for its
sometimes chance appearance.

Our Competition

This is a group with whom we do have a relationship, but typically see ourselves as
precluded from considering as a source of potential value or trade.

This is changing, though. As we saw, the actions of the unreasonable regulator
are forcing Ford and Toyota to collaborate on technologies to power hybrid trucks,
pooling resources to create more possibilities (page 72); Nike identifies “pre-competitive
spaces” in which it shares sustainability knowledge and expertise with competitors to
more quickly shift an industry in the direction everyone needs to go (its Making app,
for instance, freely shares Nike data on the environmental footprint of thousands of
different materials);> Airbus’ Smarter Skies initiative imagines something similar in the
airline industry, with all the players sharing resources and ideas to meet the industry
goal of a 50 percent cut in carbon emissions by 2050.°

If this kind of resource pooling represents a win/win for both sides, the case
of Dixons.co.uk in the UK is an example of what Dave Trott has called “predatory
thinking.”” As an online electronics retailer, it offered reasonable prices but little in the
way of expertise. Recognizing that many shoppers wanted more education and advice
on products than they could offer in their margin-constrained model, their marketing
encouraged people to shop at a brick-and-mortar rival to access the full benefits of
that personal advice, and then come and make the purchase with them. With a tagline
“Dixons.co.uk: the last place you want to go,” they were, in effect, resourcing all the
expertise and advice their customer needed from their competitors—and drove a 35
percent increase in site traffic by doing so. The ability to quickly compare product and
pricing via a mobile device while enjoying all the benefits of a competitor’s investment
is a predatory use of a competitor’s resources.

Dixons aside, even the competition, with whom we may historically have had
a distant, combative relationship, needs to be explored when resources are seriously
mismatched with ambition. Is there a way to think about some kind of coalition?

A BEAUTIFUL CONSTRAINT



The first place to start, then, in creating abundance is
to generate a list of potential sources of the resource
we need from each of these four groups. And the
scale of our ambitions will mean that we need to
push past the obvious here, and be vigilant against
lists that reflect a historical perspective now locked-
in by path dependence. This is a search for new
possibilities.

Reframing how we think about our own
resources to create new value

In order to access the abundance in those sources,
once identified, we need to offer them something
that they value—we, who might appear to have
little, need to help them see that we nevertheless
have what they want. And finding this value in what
we have is rarely as simple as making routine lists
of our assets: we need to be as creative in how we
think about these as we are about our relationships,
pushing past the obvious.

Virgin America, the domestic airline based in
San Francisco, was launched in 2007 with the goal
to “put the glamour back into air travel.” Their
fleet of Airbus A320s feel like nightclubs in the sky,
with hip young crews in designer uniforms, leather
seats, extensive seat-back entertainment, snacks
on demand, purple mood lighting, cool on-board
music, Wi-Fi, and power outlets at every seat. Yet
with all the money invested in what they called
“the guest experience,” there was limited budget left
for launch, particularly in share of voice, relative
to the market leader’s annual marketing spend of

We, who might appear to
have little, need to help them
see that we have what they
want.

$200 million.® They had some obvious assets that
would help, of course: the charismatic founder of
Virgin Group, Sir Richard Branson, and Virgin’s
brand name would ensure some media coverage at
launch. But their relative scarcity of budget, coupled
with their business ambitions, demanded that they
find new kinds of resources for the media coverage
they couldnt afford to buy, and a level of social
conversation that would establish the glamorous
identity of the brand and give travelers a clear sense
of all the media and technology on offer. And,
specifically, they wanted the world to see images of
the interiors of their mood-lit cabins, which they
knew were a trigger to trial.

Looking at what kinds of value they had to
offer, the Virgin America marketing team, led for
the first four years by Porter Gale, recognized that
their location was an asset, next door as it was to
the newly minted Technorati in Silicon Valley. Who
better to share news and pictures of the cabin than
those who are busy building all the new social media
platforms? If they could impress them with the on-
board technology and give them something to tweet
home about, they'd be able to generate enough buzz
to sustain the brand. This proximity was a hidden
asset of Virgin America—an accident of geography,
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but one they were smart enough to see the offer in and take advantage of. Another
hidden asset was the plane itself, which they saw as a venue in the sky, complete with
the most captive of captive audiences.

Combining these ideas with their notion of glamour, they partnered with Victoria’s
Secret to do “the first ever in-flight pajama party and fashion show” while flying
the Victoria’s Secret models to LA for their annual fashion show. Who could resist
snapping and sharing those kinds of images? Next up was a relationship with HBO,
who provided exclusive content for Red, Virgin’s in-flight entertainment system, and
with whom Virgin launched Entourage Class from New York’s JFK airport to Las
Vegas. The inaugural flight had the first-ever advance screening of a TV show in the
air (the first episode of Entourage, Season 5) and was launched with typical Hollywood
fanfare: a champagne party with the cast, and a water-cannon salute. But it was the
sharing of the moment that drove what Virgin needed: more media images of the
cabin.

Next to share was method, the eco-friendly, design-conscious cleaning products
company. Virgin enhanced their guest experience (and bear in mind, this is economy class
in a U.S. domestic carrier) by having method’s beautifully packaged hand soap in their
bathrooms, and method gained an invaluable sampling and communication experience
among Virgin’s young and influential audience. It’s unlikely that either party would have
shown up on each other’s first list of potential strategic partners, but Virgin wasn't thinking
like an airline; it was thinking like a San Francisco start-up. This in turn led them to
trade with people at the Googleplex, just twenty-one miles from the Virgin America base.
Google’s own start-up days may be behind it, but their new Chromebook needed to find
an audience with the kind of influentials working at start-ups, and who were now frequent
flyers of Virgin America. Virgin guests could pick up a Chromebook, try it out, share how
they felt about it via the on-board Wi-Fi, and drop it off at the other end.

Although creating this kind of relationship is obviously not a new idea—strategic
partnerships are common, and business development teams routinely pursue these
kinds of opportunities—it was the ingenuity in the way Virgin America framed their
value, and how and with whom they sought to partner, that illustrates the kind of
resourcefulness that’s so valuable when faced with constraints of resources. This has
more in common with the principles of open innovation (building a business model
that uses external as much as internal ideas, focusing on creating the freshest ideas in

A BEAUTIFUL CONSTRAINT



the industry rather than being the sole source of ideas, using each other’s intellectual
property to mutual benefit) than a traditional view of strategic partnerships.

In terms of our emerging model, what we see in the Virgin America case are
examples of three of our four sources of additional resources being leveraged: their
invested stakeholder, Branson, to help with the launch by sharing champagne with the
cast of Entourage; their external partners, Silicon Valley mavens, being encouraged to
share and promote the experience; and a bevy of resource owners like Victoria’s Secret
and Google, adding their resources to Virgin Americas, to drive media coverage and
social buzz around their communication priorities.

We also see how redefining the way they saw their own assets was an important
enabler in this process—planes as catwalks in the sky, or distribution venues for soap,
or a way to sample new technology. Not only did this prompt them to go beyond the
usual list of trading partners (credit cards, hotel chains) but it helped them develop
that all-important relationship with Silicon Valley and its power to influence others.

So what we've learned from the Virgin America case is:

*  How it’s possible to create abundance where there seems to be scarcity, if we
work to identify all the possible sources of resources, not just the obvious ones.

*  How constraints prompt us to seek novel relationships which we would not
have sought, had we plenty of resources in the first place—relationships which
may be even more beneficial than we originally anticipated.

*  How finding new ways to articulate the power of what we have gives us many
potential ways to approach new kinds of partners with new kinds of value.

A framework for creating abundance

Before proceeding further, we should begin mapping what we've learned about creating
abundance onto a framework (See Figure 5). We can see on this map four concentric
boxes that show our four potential sources of resource: invested stakeholders, external
partners, resource owners, and the competition. We could begin writing our fresh,
new lists of each of these onto the map, but first we need to add a little more to our
understanding of how best to approach them.
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Figure 5: Mapping potential abundance

Two axes cut across the four different kinds of sources. At the top of the map
are those who already share our agenda (in terms of our purpose or some part of our
strategic ambition) and whom we can therefore influence; at the bottom are those who
don’t yet share our agenda. We'll turn out attention in a moment to how we can get
those who are currently at the bottom to move to the top.

On the right-hand side of the map are those who are aware that we have an
abundance of something they need, and therefore are naturally going to be open to
trade their resources with us. And on the left of the map are those who currently see
nothing in what we have as of potential value to them.

Once we've identified all our potential sources, the map will help determine which
are the easiest to access, and what the strategic challenge for us will be in accessing them.

Our potential sources of abundance

In Quadrant A we'll find those that represent the Immediate Opportunity. These are
potentially willing partners who both share an agenda with us and have something it
would be mutually beneficial to trade. BrewDog’s growth was initially stymied when
it was unable to borrow from banks in the midst of the recession, but traded equity
for cash from its best customers (an invested stakeholder) under its Equity for Punks
crowdfunding program. Both parties wanted craft beer to succeed, and for BrewDog
to be a going concern; one side represented financial abundance, the other a chance to
own a bit of an exciting new company. Virgin America saw the opportunity to partner
with the glamour of Victoria’s Secret, but both enjoyed the exposure each other helped
them achieve. The partnership was easy to arrive at.

Quadrant B reveals the Unmotivated Traders who would recognize that we have
something of value that they would benefit from in exchange, but do not yet see us
both as sharing the same agenda. Because they will have a number of potential partners
also offering the kind of value that we represent, it may be necessary to persuade them
that we also share an agenda in order for the value exchange to take place. So, for
example, in 2008, ColaLife was just a concept in need of a single, specific partner in
The Coca-Cola Company (TCCC), and their distribution resource in Africa. TCCC
would recognize that the kind of goodwill that the nascent ColaLife represented—
delivering life-saving medicines to communities in remote parts of Africa—would be
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of value to them in terms of enhancing their corporate reputation, particularly in the
light of the obesity debate. But with so many other competing initiatives and priorities,
ColalLife initially couldn’t get the resource owner to notice them. They needed to get
TCCC to see that they both shared an important enough agenda for the latter to open
up their distribution resources to them.

Quadrant C is where a Coalition of The Willing resides. The parties may share an
agenda but don’t need to trade anything concrete in order to have a mutually beneficial
relationship. By their collective contributions, they can create abundance for many,
including themselves. Nike and Dove have both discovered this opportunity, as we
shall see below.

Quadrant D are the Distant and Oblivious. Here our sources of resource neither
see any apparently shared agenda or anything of mutual value to trade. This doesnt
matter if we don't need their permission to use their resources (if we are stealing with
pride from their publicly available insights and ideas, for example—the technique that
method refer to as appropriation). But if we do need their permission, this will clearly
be the group whose potential resources it will take the most creativity and tenacity to
unlock here. This doesn’t mean it is impossible, if that resource is essential to us—we’ll
look at how Rent The Runway found a way to do this below.

Seeing and understanding who the potential sources of resource are, then, is the first
step. The next is to develop a very clear sense of what our assets are, and how to see the
value they might represent to these potential sources. We will need to list all the assets
we have, seeing every single one as having potential for trading and sharing, but we
may well need to reframe how we think of some of them to redefine their value, much
as Virgin America might have listed “planes” and then reframed them as “catwalks in
the sky,” for instance. Table 3 on page 119 provides a way to organize this process: list
as many assets as you can think of in the column titled Assets and then use the columns
to the right of this to reframe those assets in new ways. On the right is a brief story
of how Charles Schwab Investment Management explored their assets and how they
reframed them to create new kinds of value.
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How Charles Schwab Investment Management Created Abundance

Charles Schwab Investment Management (CSIM)
group is the fund manager for Schwab Funds,
Laudus Funds, and Schwab ETFs. They manage
over $250 billion in assets out of their San
Francisco base, are growing fast, and hunger
for more. We asked them to think laterally about
CSIM’s hidden assets to identify new sources of
abundance to use or trade. We looked around the
room. What could we see?

Colleagues, of course, and specifically, well-
educated ones with PhDs—an asset for publicity
as well as for running an investment firm, perhaps?
How might we use that asset to give CSIM more
geek chic in this town, where the talent wars are
fierce—did we have more PhDs than Twitter up
the street? And, then, where did those PhDs
come from? Might their alma maters be a source
of strategic partnerships and distribution?

What might we be able to trade there? What

about all the data generated by the millions
of daily transactions, week in week out? We're
sitting on large wells of unrefined data—if we
were Google, we’d anonymize that data and
crunch it for patterns and insight.

What about the hundred or so vendors the
firm does business with, and their collective pool
of tens of thousands of employees who might
have a little more interest in hearing more from one
of their biggest clients? And this huge building,
with a tower visible from the freeway—is that not
advertising space? And the many eyeballs inside
and outside the firm that see CSIM paperwork:
Could this space be traded?

Within an hour, we had a list of all kinds of
abundance that had been hidden in plain sight.

Creating shared agendas: how best to
share and trade resources in order to get
access to those we lack

In conventional strategic partnerships it is obvious
from the outset what each party gains, which is why
the default list of prospects is so easy to generate—
and potentially so limiting. And we've seen how an
intelligent and creative reframing of value in our
assets can create new offers to make to new kinds
of partners. But there will be cases where the value
is not apparent from the outset, and work needs to
be done to convince a new partner to trade with us.

We saw above that ColaLife initially was just
a concept in need of a single, specific distribution
partner in The Coca-Cola Company. They couldnt
get Coke to notice them, so they needed to find a
very compelling way for TCCC to recognize that
they both shared such a high priority agenda that the
multinational company would open up its distribution
resource to them. ColaLife mobilized a 10,000-person
social media campaign, that led to an invitation from
the BBC to a debate on the radio, which ultimately
brought TCCC to the table and convinced them of
the shared agenda between the two parties. They soon
agreed to trade distribution for goodwill. Sometimes
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ColalLife: Medicine distributed in crates of Coca-Cola

gentle pressure might be necessary to bring the parties
to the table, to make the unmotivated traders ready to
trade, to move them from B to A.

In early 2009, the twenty fashion designers
initially approached by the founders of Rent the
Runway were cautious about participation. They
feared cannibalizing their own sales: Why would
someone buy the dress from a designer if they can
rent it for a tenth of the price at Rent The Runway?
And though the start-up’s founders had venture
funding, they knew they would have nothing
without the best inventory from designers. Rent
The Runway sat squarely in Quadrant D. It wasnt

clear what Rent The Runway had that the fashion
designers needed, and it wasn't clear what the shared
agenda was. So Rent The Runway took a step back
and thought carefully about how to proceed.

With fast fashion retailers like Zara and H&M
selling knock-offs of designer labels, Rent the Runway
repositioned the value of their business as a way to
reverse the trend to commoditization in the industry,
by creating a direct channel between designers and
customers, and not as simply switching fashion
buyers into renters. The designers would, in fact, get
exposure to a new user group—often younger than
their historical base, many of whom might end up
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then buying from the designer once theyd tried a dress—and, crucially, the designers
would also get data on what styles, fit, colors, and fabrics appeal most to this core
group. In exchange, Rent The Runway gets wholesale pricing, quantity discounts, and
full-size runs (sizes zero to twelve) of the newest dresses from leading designers. In
this way, Rent The Runway moved the fashion designer community from Quadrant
D to Quadrant A. They created a shared agenda around the need to combat Zara and
H&M, and created a new abundance for them—a powerful data-driven insight engine
about their future customer base—to win the trust of designers and gain access to the
resources Rent The Runway needed to succeed.”

These cases demonstrate just two ways to create shared agendas: understanding the
partner’s needs and meeting them, as Rent The Runway understands fashion designers;
and using the pressure of public opinion, like ColaLife. A genuinely inspiring and
important purpose can clearly also provide a powerful bridge to others who would like
to help deliver that purpose, and open up their resources to a shared agenda.

When creating lists of new partners we therefore need to start with a keen
assessment of how willing the partner will be to share, and then we need some creative
can-if thinking around how to make that happen if they are not initially on the same

page.

Sharing an agenda, multiplying resources

Trade is not the only way to access resources, or the only kind of value we can offer. The
top left quadrant (C) is about a shared agenda, or shared purpose. When the World
Association of Girl Guides and Girl Scouts (WAGGS) gives to Dove its resources
of people, communication, and access, it does so because it believes that Dove’s
ambition—of reaching fifteen million girls with its self-esteem programs by the end of
2015—is one that it wants to help succeed. Dove is not offering WAGGS a value of
a different kind of resource in return; it is offering the opportunity to help deliver an
impact that both sides believe to be important. A strong purpose makes forging such
alliances considerably easier.

When Nike released its Making app (which cataloged and scored 75,000 materials
by environmental impact and long-term sustainability) they gave away intellectual
property to all their competitors because they know that, as big as they are, they cannot
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Better chemistry than

The Nike Making app

move markets alone. There’s no direct swapping of value, as there is in a strategic
partnership, but Nike has identified what it believes is, or should be, a shared agenda.

Nike now talks about pre-competitive spaces, such as the quest for waterless dyeing
techniques, where the shared need is so great that it will collaborate with anyone,
including competitors. This is a common practice in the world of pharmaceuticals,
where companies share the expense of basic research. In a world where resource scarcity
brings major challenges too big to solve alone, we believe we'll see much more of this
kind of collaboration between competitors in the next few years. In these situations the
addition of pooled resources to a common agenda, too expensive for any one player to
crack, can create more partnerships between competitors in Quadrant C.
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Using this framework

Let’s recap how this framework helps us see all the
ways we can create abundance:

First, we need to be clear on what kind of
resource we are focused on finding in this exercise,
and what we need that resource to allow us to do.

Then we need to be disciplined in how we work
through the four sources of resource, represented by
the concentric squares on the framework; the closer
to the center of the map, the more familiar to us they
are at the moment.

These four relationships are divided in turn
into quadrants by considering two further aspects
to this potential relationship: to what degree the
other parties already share—or might share—our
agenda (the Influence axis), and how clear the

ASSETS

What do we have in abundance?
What can we trade?

complementary value of what we have to offer is
to them (the Trade axis). We'll sort our potential
prospects, group by group, across these quadrants.
This gives us an early overview of which will be
the easiest to access—prospects in Quadrant A are
obviously going to require less work to access than
prospects in Quadrant D.

We will need to be inventive in how we think
about what value we have to offer, reframing it in
different ways to meet the needs of new partners.
Table 3 is there to prompt that process.

And we need to be equally inventive in how we
seek to influence partners to share our agenda. This
will come from a combination of understanding
what is important to the partner (what their agenda
and purpose is), and how they might come to see it
as linked to ours.

REFRAME

How can we reframe these assets to give them
more relevance and value to others?

Table 3: Identifying and reframing our assets
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How to feed a blue chicken

Let’s leave this chapter with one last story, because it illustrates everything we have
been discussing here. It concerns the chicken farmers in a rural district in Kenya called
Nakuru.

If you are a smallholder farmer raising chickens in Nakuru, the most vulnerable
time for your hatchlings is the first ten weeks, when there are two dangers for the chicks.
One is disease, but this is preventable: for five Kenyan shillings (about five cents) you
can protect a chick with a vaccine. The other danger is the aerial predators—Nakuru
is famous for its eagles and hawks—and it’s this second threat that stops a farmer from
protecting against the first: what’s the point of spending money to immunize a chick,
if you're just fattening it up for an eagle in six weeks’ time?

Paul Seward runs an NGO in Kenya called Farm Input Promotions Africa
(FIPS-Africa), dedicated to increasing the productivity of the local smallholder farmers,
many of whom have just a quarter-acre of land. Seward discovered that if you paint
the chicks blue, the eagles and hawks don’t realize what they are, and don't try to eat
them. The biodegradable paint washes off in ten weeks, by which time the chicks have
enough yard-smarts to run for cover when they see a shadow overhead.

Because the farmers are losing fewer chicks to birds of prey, it is now more
worthwhile for them to inoculate the young birds against disease. Through both of
these measures, they have gone from a survival rate of 20 percent to close to 85 percent.
Because the farmers have more chickens, they are eating more chicken themselves—
and better nutrition means a healthier family. And because it is now a better business,
more people are taking up chicken farming. Oh, and the idea has created an entirely
new profession: chicken painters, who charge three Kenyan shillings to paint each
chick. A fascinating example of the cumulative benefits of a simple idea across an entire
ecosystem.

This higher survival rate, however, has brought with it a new challenge: how to
feed all those chicks. Chickens are natural free-range scavengers, but now there are
more of them, so there is less food near the house to keep them going, and they are
forced to forage further afield. And the further away they get, the more prone they are
to being taken by terrestrial predators such as mongoose, who seem happy to breakfast
on chicks of any color at all.
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So the question now is: How do we feed the chicks close to the house? For free?
These are not farmers who can afford to invest in poultry feed.

Insects, Seward realized, were a potentially abundant food source, especially
termites—there are estimated to be a ton of termites under each acre of local soil. But
that presented another challenge: they are under the soil. How could FIPS give the
farmers a way to catch them easily?

Seward recognized that he didn’t have to invent a method himself; all he needed to
do was find someone who had already discovered a way to do it. So he traveled to a part
of Kenya where people ate termites, and learned how they caught them using bundles
of waste crop stalks soaked in water. He brought this method back to Nakuru, and now
the farmers have an abundant source of free food for their multiplying blue chicks.

Seward had seen a potential source of abundance in the termite nests around him,
but initially couldn’t access it. His resourcefulness led him to recognize that accessing
other people’s knowledge would allow him to create abundance for his smallholders."

Resourcefulness and the mutually beneficial hustle

If we are resource-constrained, we need to be much more inventive in how we think
about accessing more resources, and we need to redefine how we think about being
resourceful.

Whether we're schoolteachers struggling to find the funds to run that extra class
experiment, or managers in large corporations with insufficient headcount to get
our projects done, if we open up our sense of availability, there are more resources
accessible to us than we think. Stopping to take a fresh look, considering all the sources
beyond those we would normally approach, and thinking again about what we might
be able to offer and what we might gain in return, might reveal surprisingly abundant
resources within reach. The discipline and structure in the framework in this chapter
will be useful in overcoming the kind of path-dependent behavior that may once have
rendered us blind to where new opportunities lie.

Embracing this kind of inventiveness takes us beyond the “value in kind”
relationships of the past, toward the more ambitious, impatient, and mutually beneficial
hustle of the 21st century, with all kinds of new value to exchange (Rent The Runway’s
data) in all kinds of new ways (Nike’s Making app). Enabled by professional and social
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networking tools, accessing abundance is easier than ever before. It’s a capability no
longer confined to a department, but part of the planning process for any team that
needs to deliver results within the limits imposed by a hyper-competitive, resource-
constrained environment. The sale of the virtual reality headset company Oculus Rift,
funded via Kickstarter in 2012, to Facebook for $2 billion less than two years later,
was a symbol of re-evaluation (for better or worse) for the potential of crowdfunding.

The success of organizations such as Proctor & Gamble, with open innovation,
and Mozilla’s Firefox, with open source, shows the value of being, well, open to the
outside. But in our experience, companies and brands outside the NGO space tend to
fall between two stools: they are either still locked in a system where they try to do it all
themselves (except for a couple of high-level, long-term strategic partnerships managed
by someone in a division called Strategic Partnerships) or they rely on the wisdom of
the crowd for nearly everything. That may be one way to access abundance, but it isn’t
the only one.

We will all need to become a great deal more disciplined and inventive in how we
see and access abundance, if we are going to be truly resourceful.
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CREATING ABUNDANCE: CHAPTER SUMMARY

We nearly always have more resources available to us than we initially think.

Our habitual ways of thinking about resources blind us to opportunities within easy
reach. If we can learn to look around us and see it that way, available abundance is
everywhere. The key is to stop thinking of resources only as those we control, and start
thinking of them as those we can access.

There are four sources of resource for us to access: our own stakeholders (who nearly
always have more to offer than we have historically drawn on), external partners,
resource owners (people or organizations who have a lot of what we need and may also
need what we have), and even our competitors.

Once we have identified the potential sources to access, we need to think afresh about
our own assets, and reframe what we have to create new kinds of value with which we
can trade.

And we need to define an agenda that we share with that abundance owner which makes

it in our mutual interest to combine resources.

This chapter calls for more mutually beneficial hustle, the kind that has helped
organizations as diverse as Virgin America, Rent The Runway, and ColaLife multiply
their resources many times over.

And it calls for a redefinition of resourcefulness: to be less about an ability to get things
done, whatever the circumstances, and more about being able to find and deliver
resources we need, from anywhere.
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Military special operations are carried out by teams of elite soldiers with very
specific, targeted missions. The teams are small (U.S. Navy SEAL platoons consist of
sixteen soldiers operating in eight-man squads, or four-man Fire teams) up against
much larger conventional forces, and operate in highly constrained situations—having
very little time to complete an operation, for instance, far from base, without backup.

Admiral William McRaven, Commander of the U.S. Special Operations Command,
has led at every level in U.S. special operations, including leading Operation Neptune
Spear, which led to the death of Osama Bin Laden. His thesis at Naval Postgraduate
School was The Theory of Special Operations, which later became the book Spec Ops.!
In it, he developed the six core principles that make special operations successful,
illustrating them with case studies ranging from the sinking of the battleship Tirpitz to
the rescue of Mussolini from a hotel atop the Gran Sasso Mountains in Italy.

One of the six principles is the concept of purpose (bear in mind McRaven was
writing long before the word became fashionable in the business world), and he makes
an important distinction on what it means in his context. For McRaven, purpose in
special operations has two levels: first, a clear and specific sense of what the ambition
is (“Sink the battleship,” for example); and second, the explicit need for personal
commitment to that ambition.

It is the leader’s role both to communicate a clear sense of the ambition and to
elevate the emotional commitment to it within his team. This is exemplified in the
refreshingly direct approach of Lt. Colonel Henry Mucci of the Sixth Ranger Battalion
before a special operations mission to rescue prisoners of war in the Philippines, when
the Colonel shouted at his men:

You had better get down on your knees and pray! Damn it ... don’t fake it!  mean ...
PRAY. And I want you to swear an oath before God.... Swear you'll die fighting
rather than let any harm come to those POWs!?

Far from handicapping elite soldiers, who we might assume would work better as
detached professionals, McRaven believes that emotions are an essential part of mission
success: “In an age of high technology and Jedi Knights, we often overlook the need for
personal involvement, but we do so at our own risk.”
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We have all come to understand the value of purpose in our organizations—Gallup
research has demonstrated the value of giving meaning to the work people do.> But
over and above meaningful connection to the company and its ambitions, emotional
engagement, as McRaven showed above, has a particular value in how we perform
against more immediate challenges. We can see this in Yves Behar’s reflections on what
fueled his team’s tenacity in developing the original One Laptop Per Child computer:
“The reality on a project like this is that you hit a million snags, and a million people
tell you ‘it can’t be done like this.” And every time you are presented with one of these
challenges you say no. You go back to the big idea. You go back to the belief. You go
back to what got you to work on this in the first place.”

In this chapter, then, we will look first at the particular importance and benefits of
emotional engagement in realizing the beauty in our constraint, and then what types
of emotions seem to work especially well to drive this, and their connection with our
overall purpose. We'll conclude by looking at how to elevate emotional connection in
our team and ourselves.

The value of emotional engagement

Angela Lee Duckworth received a MacArthur Genius grant for discovering that what she
calls grit—the ability to maintain commitment to a goal despite obstacles, adversity, or
failure—turns out to be a bigger predictor of success in life than 1Q. Stick-to-it-iveness
is not just important, it seems: it might be the most important thing. Duckworth’s
work has now turned to understanding whether grit can be taught to children, so she
can increase their chances of academic success. Though she has yet to conclude her
work, her start point is that it can indeed be taught. We can learn to persist.’
Realizing a potentially beautiful solution to our constraint is going to bring
stimulating challenges all its own; persistence will be as importanta traveling companion
here as ever. But the work of Janina Marguc at the University of Amsterdam, as well
as the real-life experience of many of those discussed in this book, indicates that it is a
very particular kind of persistence that will be important to us. Marguc’s research into
the effects of constraints on creativity,® as we saw in Chapter Four, found that coming
up against a significant constraint that they didn’t immediately understand how to
address often caused her subjects to step back and rethink the way to move ahead. Their
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cognitive processing shifted from local (focused on
the particular and on details) to global (looking more
generally at options available), enabling them to find
a different way forward. Persistence in overcoming
constraints does not lie simply in our banging our
heads over and over again against a wall; it consists
as much in a stubborn adaptiveness, continually
stepping back and finding a new way forward. And
key to this kind of persistence, Marguc found, was
the level of emotional engagement and motivation
to follow through with that particular problem.
If the participants didn’t care so much about the
problem, they were less likely to solve it. While she
had expected this to be largely a matter of nature
and character—whether the test subjects were the
kind of people who typically followed through and

finished projects in other areas of their lives—the

key variable actually turned out to be the degree of

emotional connection.
Let’s look at an example of this in practice, in

what is surely one of the most challenging sets of

constraints we have discussed yet.

Transforming the health of Native Alaskans

Southcentral Foundation (SCF) provides healthcare

for 55,000 Native Alaskan people. It was four years
old as an entity in 1987 when Katherine Gottlieb,

just 22, walked into the shabby office to take up her

new job as the receptionist. “One of the first things
I did was replace the dinged-up old metal reception
desk with a nice oak one, and started dressing nice,”

she says. She felt it was time to show more respect
toward her people, who at the time were being

poorly served.”
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Her community (she is half Aleut) was suffering due to a confluence of broader
cultural changes. The loss of traditional ways of life, including warrior traditions and
fishing as a livelihood, had disrupted native culture to the point where depression and
stress among the tribes were at high levels. Obesity, alcoholism, diabetes, and violence
against women were on the rise, with little hope for improvement. This, Gottlieb says
with understatement, was hard to watch.

She worked to understand every aspect of how the foundation ran. Remarkably,
within four years she was the President and CEO, with an ambitious new agenda.
Under a new deal with the government, SCF had agreed to take on more responsibility
for health outcomes, and to shift from a fee-per-treatment system to a fixed sum
per person. While this deal gave SCF the impetus and freedom to innovate, it also
brought with it a pressure to change: with healthcare costs spiraling across the United
States on the one hand, and a local population with growing needs on the other,
Gottlieb had to become very ambitious in the face of some big constraints. Her
propelling question was as challenging as any: “How can we dramatically improve
the health outcomes of a community that is highly disenfranchised?” In the same
people she wanted to help were the roots of the very constraints she would need to
embrace.

That embrace began with six months of deep listening. The first epiphany to come
out of this was that SCF had been treating symptoms, not people. By their reckoning,
75-85 percent of all healthcare expenditures were related to long-term lifestyle factors
of the patient. If SCF were to improve the health outcomes of the community, they
would need to tackle an entire system of constraints surrounding their people’s current
relationship with their lifestyle and culture.

The first can-if reflected this shift in focus: they would redesign their system around
the whole person “and their messy, human, longitudinal, personal, trusting, informing,
respecting, and accountable relationships.”® They called this the Nuka system of care
(“nuka” is a native word meaning strong living things) and it would address the
lifestyle and cultural causes of illness—a hugely ambitious mission, requiring the
implementation of multiple initiatives over a decade.

At the outset, Gottlieb’s team faced a host of apparently impassable obstacles:
treating the whole person would take a level of time and effort that they couldn’
afford, requiring specialists they didn’t have, deploying a cultural sensitivity they'd need
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to develop, among people who might well resist it even if it could be implemented in
this way. Just think about the perseverance it would have taken for Gottlieb and her
team to push through the doubts and skepticism they encountered.

The second can-if had to do with the nature of the core relationship between SCF
and their patients, and the language used to describe it: the Nuka system would change
patients into customer-owners. As customers, the community would expect high-end
service by the staff, which would be accountable for it; and as owners, people would
be in charge of both their own health outcomes and the system itself, redesigning
it to meet their needs. This language shift, and the relationship it embodied, forced
changes to both the services offered and the behaviors of the people in the system.
While healthcare professionals recommend prevention and treatment options, the
customer-owners take responsibility for choosing what’s best for them, and learn to see
themselves not as victims of an imposed system, but as people in control of their own
future—and in doing so, change the story they tell themselves about their ability to
influence their situation.

The next can-if was to set up integrated care teams to treat the whole person: tribal
doctors, traditional healers, acupuncturists, massage therapists, and psychologists
were integrated with conventional medical staff for the first time—a considerable feat
in itself. A new hospital was then built around a radically different floor plan and
operating procedure. Everyone was asked to give up their offices to create collaborative
workspaces and talking rooms to meet with the customer-owners in teams, and all
of this coordinated by a nurse, whom the customer-owner could call directly. They
would build real trust between SCF and their customer-owners by removing barriers
of space, attitude, language, and time, with an 80 percent ability to deliver same-
day access. Enabling systems were put in place, staff retrained, and performance data
shared widely to create accountability across the system.

While all of these moves were difficult to plan and complete, reaching into the
community to address the highly sensitive cultural issues affecting healthcare was when
Gottlieb had to be at her most creative and tenacious. She initially failed, for example,
to persuade native leaders to support a project tackling the issue of child sexual abuse:
they were not even prepared to have the conversation. In the end, Gottlieb’s winning
can-if was to reframe the role of the warrior in native culture, and ultimately create the
Family Wellness Warriors Initiative, one of her favorite projects:
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This time, I said “I need you as tribal men like you were in the old days, when you
were willing to risk your lives for your wives and children and willing ro step forward
to defend and protect us.” You could feel it—everything changed. They said, “What
do you need?”’

Taking the constraint—a disenfranchised community, with no motivation or sense
of control over their own lives—and resisting the temptation to simply neutralize
it, but rather make it the stimulus to a series of transformational programs, has
generated extraordinary results. Customer-owner satisfaction levels are at 91 percent;
wait lists have fallen from 1,300 to almost zero; urgent care and emergency room
visits are down 40 percent due to the same-day access system, saving millions of
dollars. Treatment quality has measurably increased, and third-party assessments
show the staff are happy, knowing they are making a difference. Southcentral has
been able to do all of this on a budget that increases just 2 percent a year while their
customer-owner number grows at 7 percent a year. In 2011, the U.S. Commerce
department awarded Southcentral the prestigious Baldridge Award to honor the
scale and nature of their success.

Though young, Gottlieb had ensured she was well-qualified for the challenges
of SCE. She had made time to study for her MBA early in her role as CEO, and
was disciplined in combining the tools of modern management with creating an
environment in which native people would feel more comfortable. Her relentless focus
on survey data and accountability leaves no one in any doubt about what matters, and
total transparency ensures that underperformers know who they are and how long they
have to pull their socks up.

But that’s not the whole story. The personal commitment that this twenty-five year
journey demanded comes partly from her background. She’s half Aleut herself, with
roots in the community whose plight was once very much her own. Her mother was
an alcoholic; she herself was pregnant at sixteen and fled an abusive first husband; few
challenges faze her after that. It would be too glib to attribute Gottlieb’s success, or
that of any other person who triumphs over a difficult past, to a theory of “desirable
difficulties” (the notion that there can be advantages in disadvantage).'® But Gottlieb’s
struggles clearly made her who she is, and she channels all the emotional intensity and
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Tenacity and Emotional Connection at Leadership Public Schools

Scot Refsland, part-time CIO of the Leadership
Public Schools discussed in Chapter Two, also
needed to be tenacious, though not over twenty-
five years. Time was in fact one of his constraints: he
had just a few months of low-budget, high-stakes,
one—chance-to-make-it, trial-and-error intensity
to get ExitTicket to work. This required hacking
together a usable product while working around the
schools’ poor quality Wi-Fi, overnighting code back
and forth with India for speed, and sourcing new
tools (used iPods) in late-night sniping sessions
on eBay. Without his creativity and relentlessness,
ExitTicket would not have made it.

Scot has a PhD in robotics and is based in Silicon
Valley. He could do far more glamorous things than
sit at the back of a threadbare classroom, hacking
code to make used clickers work for student
tests. What drove him to get this right? While Scot
describes himself as “a problem-solving guy” who

just wanted to figure out how to solve the intrinsic
challenges; he also says Louise Waters reminds
him of his mom, and they’d really connected. And,
in particular, how helping these children change
their self-story became important to him. Being
so up close and personal with the students and
seeing how well they responded to ExitTicket
connected him to the cause more than coding in
an office somewhere off-site would have done.
Besides taking pride in making ExitTicket work,
being in among the children and the reality of their
lives and learning made him loyal to them and to
Louise."

As we saw in the case of Ben Knelman and
Juntos Finanzas, developing deep empathy with
the end user (when relevant) is one way to ensure
emotional engagement is high, which is why
design thinking rightly places so much emphasis
on this.
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toughness acquired into setting a high bar, finding solutions in her constraints, and
making those solutions happen when others might blanch.

If this strong emotional connection is so important to success, then are there
particular kinds of emotion that seem to be especially important? And, if so, how do
we tap into them and draw from their strength?

When a strong emotion meets a propelling question

We have seen that making our constraint beautiful demands the ability to repeatedly
step back, rethink, and go again with something new, just as Katherine Gottlieb did
with the Wellness Warriors initiative. We need a particular kind of persistence—a
creative tenacity, full of willing and adaptive experimentation. Talent and capability
alone can’t guarantee success with constraints, and an intellectual impetus isn’t enough.
A strong emotional desire to solve the problem is essential. Purpose can clearly supply
much of this emotional connection in certain cases, provided that it has a real meaning
and value, rather than simply being a flag of convenience.

But it is unlikely that purpose alone is going to provide all the emotional impetus
we need, because it defines us simply in terms of our connection to our organization.
And while that is ideally an important part of the meaning in our lives, it isn’t the total
expression of who we are and what motivates us. As individuals, we have a much broader
range of emotional drives that push us forward and hold us back than the relatively
narrow range of positive ones that make up the typical canvas of purpose (the desire
to improve the world in some way, to give joy, to connect people, and so on). And we
see that broader sweep in the range of different human emotions, dark as well as light,
in what drove many of our interviewees to find the opportunities in their constraints.

Consider South Africa’s First National Bank, for example. Voted the world’s most
innovative bank, FNB has launched its own online currency (ebucks), created the
country’s first banking app, launched a Telco, given FNB customers free bandwidth,
and become Africa’s largest iPad retailer—all this in a category in which most financial
service clients claim it is almost impossible to truly innovate. How has it done this? By
creating an enabling culture, and offering a considerable financial incentive to anyone
inside the organization who comes up with an innovation that makes an impact in
market: the annual prize fund started as $100,000 in 2004 and has now grown to
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seven times that. When we asked then-CEO Michael
Jordaan, who had himself set in place this cultural
revolution and the innovation program within the
company, what he thought were the most important
emotional drivers of innovation success, he answered,
“Fear, laziness, and greed.”"* It is hard to find any
of those in most contemporary purpose statements,
or indeed to find greed in the literature that extols
intrinsic rather than extrinsic motivation." Yet it is
difficult to argue with the results of FNB’s financial
incentive, and Katherine Gottlieb would corroborate
Jordaan’s view about the motivational power of fear.
When asked what motivated her at the beginning of
the SCF journey, she said, “Imagine you are going to
take it over—ryou, right now, personally—now you

A

are responsible for life and death.” Point taken. It
was, she emphasized, “very scary.”

Dan Wieden loves the power of anxiety, a less
extreme form of fear, but one he finds addictive:
“Crisis does a pretty good job of rewiring synapses ...
you can get addicted to anxiety because it is extremely
helpful. If you can remain insecure, yet optimistic,
you've got a pretty good chance of changing the
world.”"

In some of our transformers, the emotion
moves closer to anger. When Tim Martin started
his chain of pubs in the UK in 1979, he called his
fledgling company ] D Wetherspoon. The surname
had a particular meaning for him: it was that of the
teacher who had told him at school that he'd never

s

JDWETHERSPOON

0llhe

A point proved
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succeed in business. There are now 900 outlets across Britain bearing that teacher’s
name.

Judd Apatow, the writer and director behind hit movies that include 7he 40-Year-
Old-Virgin and Knocked Up, says that spite fueled his success. After his TV show
Freaks and Geeks was cancelled by NBC in 2000, Apatow went into a deep funk and
channeled the resentment he felt into his revenge plan. To prove them wrong about
his show and every single member of his team, he used all of them in the movies he
subsequently made. Each movie grossed more than $100 million, and made a star out
of Seth Rogen along the way."

Many challengers are born from dissatisfaction with their category. BrewDog’s
feeling about what is wrong with mainstream lager is a loathing that takes seven
contemptuous adjectives to fully convey: they want to show the world there is an
alternative to the “mainstream, industrial, monolithic, insipid, bland, tasteless,
apathetic” beers that dominate the market.

A related form of dissatisfaction is frustration. Dr. Waters of LPS spoke about
the deep frustration that had motivated her throughout her career at never being
able to untangle the variables to establish what was working in education. It was this
frustration that led her to accept the role at LPS and define the ambition she set for it.
Sugru is a self-setting rubber designed to help people modify and repair objects that
are important to them; it was started because founder Jane Ni Dhulchaointigh was
frustrated with a world geared to making people feel they needed new things all the
time. And much of what drove the people behind citizenM hotels was their frustration
with the way the category behaved: Why does it take so long to check in after a long
journey? Why does breakfast have to stop at 11:00? Why should I pay for Wi-Fi on
top of my room bill?

Alongside the emotional drivers often defined as negative are the more
conventionally positive ones. Frikkie Lubbe of SAB wanted to improve the lives of the
local barley growers, as well as deliver SAB’s corporate objectives. If the project made
them more profitable and sustainable, it would improve the sustainability of the entire
barley industry as well as SAB.

The Surf team’s desire was to put delight into their user’s day. They make the
distinction between understanding your users and liking them. Knowledge is useful,
but genuinely liking them enough to want to champion their interests is a significant
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part of their success. This closeness helped drive the
design of packaging, fragrance innovation, grassroots
marketing, and point of sale display.

Sometimes these positive emotions are those
that surround a noble purpose, such as Unilever’s
Sustainable Living Plan. And sometimes the emotion
is a simpler one of joy and excitement. Biz Stone,
one of the co-founders of Twitter, described what
he found engaging: “Twitter, even in this prototype
phase, was something that was making me giggle
and making me realize I definitely want to keep
working on this.”'¢

Anxiety, fear, greed, anger, vindication, loathing,
frustration, desire, excitement, joy. All human emotion
is here. And to classify the first few of these as negative
is misleading; it suggests they are destructive. In reality,
they can be hugely productive and importantsources of
emotional engagement for us. A 2010 study confirms
the value of both (see sidebar). Negative emotions
can help drive persistence, commitment, and focus.
Positive emotions help stimulate cognitive flexibility
and the ability to see new kinds of connections.

Imagine what we can do with both.

The Power of Positive
and Negative Emotions

In 2010, academics studied two different creativity
paths: the flexibility path, which uses a broad range
of stimuli (such as those suggested in the can-if
start points), and the persistence path, consisting
of a smaller range of stimuli but persisting with
them. And they saw that the most successful
problem solvers toggle back and forth between the
two paths.

What the study also explored was the value of
different emotions in helping propel people down
these paths. Positive emotions —such as happiness
and elation—correlate well with increased cognitive
flexibility. Positivity releases neurotransmitters
(dopamine and noradrenaline) which increase the
flow of information around the brain, networking
disparate pieces of information together. And
those same moods increase feelings of safety and
freedom from problems, which lead us to explore
new possibilities more actively.

Yet they also saw that so-called negative
emotions have value, too. Anger and fear, in
particular, caused participants to knuckle down,
do more work, and work through to the end. Other
studies conclude that anger can act as a set of
blinders, keeping us more focused on reaching
the reward; and that there is an anxiety sweet spot
where we are sufficiently aroused to act, but not
paralyzed by fear."”
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The power of positive and negative together: The science of mental
contrasting

Jack Dorsey, co-founder of Twitter and founder of Square, has talked about the value
of tension in helping to create his two businesses. Twitter was created while in a funk
at Odeo, a business that was failing, and Square during the heat of the financial crisis
of 2008. (It is interesting to note how different his emotion about Twitter was to Biz
Stone’s.)

1 thrive on tension. If I had a relationship where nothing was ever wrong and
we were never debating or arguing, I don’t think we would ever grow. Theres no
change."®

Professor Gabriele Oettingen, a German by birth, but now “almost a native New
Yorker” in her role as head of the Motivation Lab at New York University, mostly agrees
with Dorsey. Not for her the unbridled positivity of the self-help literature, which she
doesn’t believe will help any of us get what we need. Professor Oettingen brings a “get
real” view of motivation, founded in the lab and tested in real world settings."

Her research suggests that the sweet spot for motivating people is in the tension
between positivity and negativity. A person must act to resolve the tension, and this is
what powers behavior change. The strategy Oettingen has developed is called mental
contrasting, and it has proven to be the most effective strategy when trying to lose
weight, battle addiction, or improve academic performance, each of which require
considerable tenacity.

Oettingen distinguishes between three approaches when considering how to reach
a desired outcome. The first is indulging: a mental state achieved by creating a vivid
picture of what the future looks like when you have achieved your goal. Most of us
tend to go to this place of fantasy quite readily; it is a quite seductive place to be. But
it’s easy to get stuck in fantasy, partly because our brains find it hard to distinguish
the fiction from the reality. The fantasy gives us some of the psychological rewards of
having done the thing itself, and so our motivation to act is reduced.

The second approach is called dwelling, which consists of creating an equally
powerful and fully realized picture of all that could go wrong along the journey. If
you're naturally inclined to pessimism, this can be a seductive place, too, because it
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tells you that there is really no point in the whole
exercise. It can be very difficult to get out of the
dwelling ditch and on to the road to change. This is
where the victim resides.

The third, more effective approach is the active
contrasting of indulging and dwelling: going back
and forth between the two, tying together the
promise of future rewards with the constraints and
threats of today. The cognitive dissonance this sets up
for people turns out to be the most effective driver of
change. Because we can’t easily live with that tension,
it stimulates us to do what’s necessary to move us
toward resolution.

It was striking how most of the people we
interviewed were living in this place of mental
contrasting, between the possibilities of success and
the constant negotiation of difficulties that could
spell setback or even disaster. (One of them talked
very candidly about his uplifting mission to help
people live more healthily for longer, on the one
hand, and a sense of impending doom on the other;
he was, at the same time, a man who had doubled
the size of his business in eighteen months). This
is why creating a propelling question is not only
useful strategically, but psychologically. A visceral
understanding of what it will mean to fulfill our
ambition without shrinking from the challenges in
the constraints is the best form of preparation for
what’s to come.

Finally, Oettingen makes the point that mental
contrasting, while critical, is just the emotional
preparation for what comes next: the plan of action.
The tension must be harnessed to action, which

Creating a propelling
question is not only
powerful strategically but
also psychologically.

is what the psychologists call implementation
intention. Making specific, concrete plans for what
you will do, and then doing it, begins to resolve the
tension and starts the ball rolling. Success is never
letting our indulging or our dwelling get the upper
hand, but keeping the tension between them high
and using it to drive action.

In fifteen years of researching and working with
challengers, we've seen a version of mental contrasting
play out in the driving narrative that underpins a
challenger culture (and sometimes public stance)
many times. Challengers can be mission-driven
idealists with a positive view of the future and, at
the same time, express a competitive desire to rid the
world of a powerful enemy or some other cultural
evil. And often their narrative combines optimism
about the future with a secondary strand where the
clock is urgently ticking, or barbarians are at the
gates, or the future of their community is at stake.
They create a narrative in their brand, and their
organization, that combines the motivating benefits
of positive and negative.

Consider the mix of emotional drivers that Ravi
Naidoo says led him to start Design Indaba—the
design conference and exhibition that has, in the
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twenty years since it began in Cape Town, become the largest in the world. In 1995,
Naidoo was inspired by the possibilities for South Africa following Nelson Mandela’s
election, and haunted by a fear for the future of his country if there was not the
economic progress to match the political breakthrough. He felt that unless South Africa
could go further up the value chain, and become less dependent on commodities,
that progress would not be achieved. His excitement about the idea that design and
creativity in South Africa (“the resources between our ears”) would be the source of this
transformation fought with a real frustration at the insularity and parochialism of the
country at the time. His vision was to bring “an alternative army of creative people,”
the best from around the world, and ask them to help reimagine Africa. The design
conference would attract the world’s greatest talent and clients to the country, while
the concurrent exhibition would showcase the best of South African creativity to the
world. It was a huge ambition, and one without a budget—we’ll see in Chapter Seven
(“The Fertile Zero”) how the tension between the ambition and the constraint led
Naidoo to create new forms of value to make it possible. But the mix of those emotions
impelled him—telling this story and why it mattered to him, two decades later, he still
talks passionately about frustration and excitement, inspiration and fear. It is a richly
engaging, emotionally driven narrative, full of powerful contrast.*

Equally, the angry disdain for industrial beer that BrewDog co-founder James Watt
displayed earlier in the chapter is only part of what drives them. The other part is a
mission “to make other people as passionate about great craft beer as we are.” They
have, he says, “a punky ethos ... we like to think that our beers have the same attitude
towards the incumbents of the beer market that the original punks had to pop culture.”
In other words, what drives Watt and his team is a complete story, with different kinds
of emotion, shades of light and dark.*!

The combination of positive and negative emotions is powerful because it allows
for greater personalization—each individual can draw from the emotions that they
find most motivating, ensuring that the team as a whole is at the optimal state of
activation, and this ensures durability. When one type of emotion fades for a while,
other emotions kick in, so persistence is undimmed.

Oettingen’s findings, however, are also about contrasts in potential outcomes.
Where drivers and outcomes come together is in the narrative we need to wrap around
our propelling question. If necessity is the mother of invention, she is not the only
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parent. We need to weave an emotional narrative that is true both to the challenge
and to us, full of rich, contrasting emotions, and we need to keep it close and vivid as
long as we are working on it. This is how we will enlist and reinforce the emotional
engagement that we need to drive the stubbornly resourceful, step-back-and-look-at-
it-differently creative tenacity that will bring us success.

Creating the emotional narrative

We can embrace smaller constraints without an emotional narrative, but the bigger
the constraint, the more motivation we will need to power us through the inevitable
rounds of exploration and initial failing forward. Senior scientists and engineers at
IBM are taught narrative techniques to help them engage a broader group within the
company around the value of a project, and we'll need to do something similar. And
while we won't provide a story structure here, we will provide a piece of stimulus to
help you think through how to get the right kind of emotional content into the story.
Purpose may provide some of this, but in all likelihood it will be relatively one-sided in
its positivity. You will, at the very least, have the opportunity to complement it with a
richer, more personally involving story if you use the following guidelines.

Where are you in this?

Figure 6 is a map adapted from Robert Plutchik’s 7heory of Basic Emotions. Our
version does not pretend to be more than a qualitative capture of the range of emotions
we have explored in this chapter and elsewhere in the book; it is a piece of stimulus,
not a gift to science.

The map shows eight core emotions around the outer circle, and three levels of
intensity for each emotion as you move toward the middle: annoyance becomes anger
becomes rage when intensified, empathy becomes care becomes love, and so on. As
we saw above, it's not helpful to characterize some emotions as positive and some as
negative here. They are from different parts of the emotional spectrum, but both are
valuable in different ways.*

Think about the propelling question you face, and the constraint at its heart that
you are looking to make beautiful. Why is it particularly important to you? Use each
of these areas as prompts: you are not looking to create an emotion that isn’t really
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there, but using it to prompt reflection and articulate different facets of your emotional
relationship with the nature and implications of the challenge. Be disciplined about
it. Start anywhere you like. What excites you about it, for instance? What could be
exciting to you about it? Try three different articulations of this. Which feel closest to
you? Then move to the next: what are you afraid of if you are not successful here? What
should we all be afraid of? Try three different articulations on this. And so on.

Then leave it for a night. What are the three you feel most strongly connected to
in the morning? Why?

Lean into range and contrast

Building on your three areas of emotional connection, try to make sure that at least
one is a positive one, and at least one is a negative one. When you put them together,
what kinds of emotional narratives do they start to create around why answering this
ambitious constraint is so important? What narrative, personal or organizational,
reflects how you feel and gives a space and role for the emotions you want to emphasize?
Think about three different members of your team—where do you think they will

connect most to this emerging narrative? How might this range be valuable in helping
different people connect in different ways? The emotions that work hardest for you
won't necessarily be those that work for them.

You might also want to explore mental contrasting: indulge yourself in the fantasy
of what it will feel like to succeed and note the emotions that surround that; dwell in
the horror of failure, too, and note those emotions. Rehearsing this scenario before you
start is powerful. How might you intensify the emotion, moving closer to the middle
of the wheel? As leaders, we will need to be skilled at creating the tension in the story
around what the team is trying to achieve, in the way Oettingen describes—tying the
promise of the future to the threats of today—and effective in making that a genuinely
motivating part of our story.

Keep it vivid

Everyone needs to find ways to keep these emotions as vivid as possible throughout
the journey. Dan Wieden used a picture of Lasse Viren taped above his desk to evoke
Phil Knight's warning, and remind him just how high the stakes were for his fledgling

Figure 6: Eight kinds of activating
emotion (with apologies to Plutchik)
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agency. Ben Knelman of Juntos Finanzas could conjure up the look on the face of his
transformed janitor when he needed, because that epiphany birthed his company. Scot
Refsland came face to face with his emotions whenever he sat in the classroom, which

he did often. Individuals like Ravi Naidoo and cultures like IKEA tell stories which
keep the most powerful emotions easily accessible and present.

Harnessing emotion at the d.school

Design for Extreme Affordability is a hugely popular two-quarter course offered by
the Hasso Plattner Institute of Design (the d.school) at Stanford University. It is a
multidisciplinary, project-based experience that asks a team to design products and
services that will change the lives of the world’s poor. Many of these problems come with
constraints. There are issues of time (the course is just two quarters long), knowledge
(while the students are masters in their discipline, they are not professionals in the
field) and money—as the name of the course implies, the goal is extremely affordable
solutions. And the students work in teams of just four.

But Stuart Coulson, one of the Extreme teaching team members, a lecturer at the
d.school, and a seasoned entrepreneur himself, pointed out that there’s value in having
a small team, “In my opinion, [people] resource constraints are a good thing. What
looks like a constraint often isn’t; [in a small team] there’s no bureaucracy, no decision-
making chain, no politics. It's completely freeing.”*

Some of the work of the course is done in the field, rubbing shoulders with the
locals, experiencing the problems first hand, using the principles of design thinking
to work out solutions. Among their many successes is the Embrace infant warmer
(which looks something like a sleeping bag, is designed for areas with limited access
to electricity, and has reduced infant mortality at a fraction of the cost of a typical
incubator). The Extreme story is impressive for how routinely the students seem to be
able to transform constraints into solutions.

One aspect of the approach used by the Extreme course is, as one of the course
leaders Professor Jim Patell put it, “to step away from the partner’s pre-conceptions of
what the solution path looks like ... chances are their path is worth looking at, but
let’s not presume that.”** In the case of the Embrace infant warmer, for example, the
partner wanted a better hospital-level incubator, but when the students went to Nepal,
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they discovered that the overwhelming majority of premature babies weren’t born in
hospitals, and would never make it to a hospital. So the solution would need to work
outside a hospital in a rural environment. They challenged one of the fundamental
assumptions of the partner by asking a different question: not “How do we make a
cheaper incubator?” but “How do we improve a premature baby’s chances of survival?”
Starting there led them to a different path and a more effective and far cheaper solution.

Quite apart from some of the inventive solutions they have found, one of the most
fascinating aspects of our conversation with the leadership team there was about the
psychology of the students while on the course.

Stanford is one of the most difhicult schools to get into on the planet, with less than
6 percent of applicants accepted; its students are very smart. But being smart enough
to get into Stanford is no guarantee you will get into Extreme; the course is heavily
oversubscribed, with applicants selected as much on temperament as smarts. They
look for self-aware team players who collaborate well, are passionate, adventurous, and
resourceful (which they define as being “inspired, not discouraged, by constraints”).
Smarts may even be an impediment to a student, making it hard for them to use the
inevitable failures productively.®

The way the students on the team relate to each other while trying to solve the
difficult issues of their brief is an essential part of success: working together for the first
time, under pressure, and in emotionally charged environments—Ilike rural hospitals
in India, where their solutions are literally a matter of life or death—can be intense.

“We deal with situations that make you cry,” says Professor Patell, a situation made
more acute by one of the principles of design thinking: to build deep empathy with
the user. Pamela Pavkov, one of the students working on a low-cost breathing device
for babies with pneumonia, spoke of her firsthand experiences with mothers and their
very sick children in a Bangladeshi hospital:

I would describe the impact as “the moment.” The boundaries completely collapsed,
they fueled my motivation. I don’t care if I'm hungry, sick, tired, lonely—Im going
to be there, I'm going to keep working.*

The ability to manage and productively channel all of the strong emotions that occur
on these projects is another quality that the d.school selects for. “Cool under pressure”
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is a criterion they define as “you can channel stress and emotions toward focus and
progress.” At the outset of the course, the students are coached in how to have difficult
conversations with each other during the design process, and how to channel the
empathy they will develop with their users into a productive process. “It’s highly
valuable to be intentional about the emotional state of the teams,” says Jim Patell.

So the work the Stanford designers are doing in the field represents an acid test for
the rest of us: principled, intelligent people working iteratively in highly constrained
environments, with consequences that are at once high-impact, physically proximate,
and very visible to them. Far from suppressing the negative emotions that come from
that, we need to recognize that they can be very productive in fostering the tenacity
necessary for success. We must learn to harness emotions of all kinds to drive our
ambition. We must find a way to make it personal.
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ACTIVATING EMOTIONS: CHAPTER SUMMARY

When confronted with a truly unreasonable brief, we may try multiple approaches,
uncover layers of constraints, and fail often. The kind of perseverance required can
exhaust talent and professional commitment alone. It will require personal motivation.

Scientists have found a strong link between success in working around obstacles and
having an emotional connection to the goal. To make constraints beautiful, we need to
identify the activating emotions able to fuel more creative tenacity.

An organization’s purpose may provide some of this connection, but we want to go
beyond that to personalize the emotions. We'll want the full range: fear, greed, and
frustration as much as excitement, love, and desire. And we’ll want individuals to find
the tug of both the negative and positive emotions around the project.

Emotions are at their most potent when they contrast. The science suggests we should
spend time indulging in the fantasy of success and dwelling on the realities of what
failure would feel like—the tension between them prompts us to make a plan and act on
it more than positive thinking alone.

Once team members have found their emotional connections to the brief, team leaders
can build an emotionally charged narrative around them to energize the team when
necessary.

When making constraints beautiful, motivation is method. Breakthroughs happen when
a propelling question meets strong emotions. Without activating the right emotions, it

will be too easy to regress to the victim mindset.




THE FERTILE
ZERO

Learning from people who succeeded with
next to nothing

THIS CHAPTER FOCUSES ON:

1. What can we learn from people whose 2. What kinds of new capabilities and ways of
constraint is that they have very little or thinking will that demand of us?
nothing of an essential resource?
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Mick ... was natural. It was electrifying the way he

could work those small spaces, as a singer and a dancer;
fascinating to watch and work with ... the spins, the
moves.... And he’s still good, though to my mind it’s
dissipated on the big stages. Somewhere ... he got
unnatural. He forgot how good he was in that small spot.

—XKeith Richards'

The Resource Curse is a term coined by the economist Richard Auty to describe the
tendency for countries that are rich in natural resources to perform worse economically
than countries that have none. While this is not inevitable (those prudent Norwegians),
the possession of such resource wealth all too often leads to economic and political
behaviors that, in fact, limit the sustainable growth potential of the country, rather
than accelerate it.?

The apparently counterintuitive idea that less wealth leads to stronger performance
is illustrated by the journey made by the McLaren Formula One team after the EU
banned tobacco sponsorship in 2005. Tobacco had bankrolled the business and the
lavish lifestyle its eleven teams enjoyed—the private jets that flew the teams to the
races, the best hotels, the abundance of resources. And the concomitant mindset in
Formula One, at the time, was that money bought performance.

The announcement of the ban was greeted by many in the business as a death
knell. How could they possibly replace that income? Even if Formula One survived,
they reasoned, it would be in a vastly diminished form, with a reduced number of
teams. But Ron Dennis, the leader of McLaren, took a different view. He asked the
entire McLaren team to examine everything they were doing, in minute detail, and see
how they could be better. Their focus was now on making the car go faster and making
themselves as competitive as possible in securing a new sponsor; everything else went.
They had to cut where appropriate, but also change methodology and invest in new
people, technology, and practices where it would improve performance against one of
these two objectives.
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While the initial response from many in the
race team was that cuts could only result in the cars
going slower (the initial victim mindset we noted in
Chapter One), the result has been the transformation
of McLaren at every level, observes Marc Priestley,
their Number One Race Mechanic at the time. It
was a transformation in marketing: they had to woo
sponsors with new kinds of experiences, such as

viewing spaces in the garage that put sponsors right
next to the driver when he got into the car and drove
off. New kinds of driver behavior, such as ensuring
they were visibly wearing the sponsors’ logos, hats,
and watches on the podium and in interviews,
helped them secure a long-term deal with Vodafone,
giving stability to the team.

And it was a transformation in performance:

The McLaren F1 pit stop
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installing cameras to watch and analyze each of the twenty people in the pit crew,
assessing how to improve personal times, and investing in technology to improve those
times, that helped McLaren cut the pit stop time from four seconds to a world record
of 2.5 seconds. While not complacent, they had been previously pleased with a four-
second pit stop; propelled into re-examination of every aspect of what they were doing,
it turned out they were able to nearly halve it.

And it was a transformation in mindset: everyone on the team now believes that
it is not money, but efficiency that drives performance. The practice of micro-analysis
and continual improvement has become part of the culture, and McLaren has become
a company at the cutting edge of procedures and processes.

Priestley notes that the more recent changes in F1 regulations are part of the
continuing legacy of the ban on cigarette funding. The FIA (Formula One’s ruling
body) required that, from 2014, all race cars use super-efficient hybrid engines, which
was again greeted with caution in the business (could the cars go as fast using this kind
of technology?). Yet it has driven two big changes.

One is that it means, for the first time, that race technology is now directly
transferable to road performance. And for teams like Mercedes, McLaren, Ferrari,
Renault, and the newly re-entering Honda, that is a far more compelling argument
for staying in F1 than the reputational glamour value alone. And the second is that,
with the new cars producing the same speeds but using 35 percent less fuel per
race, those technology transfers are going to have significant applications for those
companies’ mainstream businesses, benefitting the end customer and, ultimately, the
environment. The loss of the financial abundance represented by tobacco sponsorship
has led to a beneficial and continuing transformation of the whole ecosystem around

Formula One, in fact, in every area of its business and for each of its different
stakeholders.?

The zero constraint

Every business recognizes that, as it grows and finds success, it loses some of the
entrepreneurial edge that built that initial success. The urgency, the energy, the need to
make every cent count diminishes. Paths and solution fields become established, and
the opportunity for flexibility and creative thinking outside these becomes limited.

CHAPTER SEVEN: The Fertile Zero

149




150

A newer generation, without the same hunger, sense of high stakes, or preparedness to
take risks, fall into a more measured, stable, and somehow less inventive step.

But surely a complete absence of a particular resource must be a disadvantage that
can’t be overcome. It must make us a victim—how can one transform nothing?

This chapter is going to explore how and why zero can be fertile. We'll consider the
Zero Constraint—the complete (or nearly complete) absence of a critical resource—in
one particular field (communication and marketing) as an acid test for A Beautiful
Constraint. One need not be a marketing professional to gain insights from this:
whatever our professions, we all need to communicate and engage, inside or outside
our organizations.

We'll focus on six key themes:

* Drama and surprise: How lack of budget (and a naturally engaged audience)
forces us to look for greater impact when and where we do communicate.

* Being interesting on the inside: How, if we can't afford to tell our story
ourselves, it pushes us to build a brand that makes others want to talk about
us on our behalf.

e Making a secondary medium your primary idea platform: How, if we
cant use or afford primary marketing media, we find the opportunity to
elevate the role of secondary ones.

* Alliance to scale: How, if we can't afford communication scale on our own,
it pushes us to develop new kinds of partnerships and build a new kind of
brand neighborhood.

® Using other people’s money, time, and resource: How scarcity of the
resource we need most forces us to access it in the resources of others.

e Commercial innovation: How the need to secure those resources pushes us
to create new kinds of value and currency in these key relationships.

Drama and surprise

Industrial theatre is a form of theatre used to communicate critical messages in the
mining business in South Africa. Their management needs to inform and educate
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the miners about subjects that range from life-and-death issues (safety procedures) to
the merely very serious (financial management), while facing significant constraints
in doing so. Language, for instance, is an unreliable currency here: mine workers
are typically drawn from nine different ethnic groups with different languages, not
including foreign workers. And the unionized audience is not there voluntarily; they
have been bussed in to hear these messages from their employers, and are often cynical
about what they might be about to hear as they take their seats.

Faced with these constraints, industrial theatre has developed as a powerful, hard-
working medium for disarming and engaging this kind of audience. It offers a number
of advantages that informational video, for instance, cannot: creating a visceral rather
than an intellectual involvement with the issue, letting the audience see their peers
engaging with and warming up to a character and topic, and powerfully prompting the
audience’s own participation by stimulating their imaginations to complete a scenario
that is only half-sketched on stage in gesture and sound.

Nick Warren is one of the foremost creators of South African Industrial Theatre.
Previously a writer for Sesame Street, where he found himself working on challenges such
as how to use the program to tackle child abuse, he haslearned that there are a few essential
rules for success in industrial theatre. You have to warm up your audience very, very
quickly. You need to limit language and make it an emphatically physical performance,
be completely honest and true, engage the audience’s imagination to complete the story
themselves, make it something they weren't expecting. When what you need to get across
is a matter of life and death, he notes dryly, you can't bore the audience.*

What is striking about industrial theatre is not only how it has evolved into a
powerful communication form in the face of those apparent constraints. In many ways,
the rationale for the way it works is one that many of us in business face ourselves: we
need to engage around very important areas of communication (if we want to stay in
business, anyway) with an audience who can be disinterested if not downright cynical,
and who, even if they are fluent in our language, are offering us only part of their
attention. If we think of it this way, we are most of us in the industrial theatre business
today—and the use of drama is particularly important to those with something
important to communicate, but little to communicate it with.

BrewDog, as we have seen in earlier chapters, is a brewery on a mission, with a
fierce ambition to change the way people think about beer and to unseat what they see
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BrewDog limited edition Never Mind the Anabolics
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as the bland mainstream brewing establishment. Drama is a key strategy in delivering
this ambition, and lies in the nature, name, and presentation of their products as much
as anything. In the five years following their birth, alongside their day-to-day range,
they’ve brewed and sold what at the time was the strongest beer on the planet (Tactical
Nuclear Penguin), packaged bottles in road kill and taxidermy (the End of History),
fermented a brew at the bottom of the sea (Sunk Punk), and made a special edition
with substances banned at the London 2012 Olympics (Never Mind The Anabolics).

Why all this drama? Because they set up, co-founder James Watt says, with no money
and no budget. While beer industry marketing has traditionally been all about advertising
and how much one can spend in the usual channels, they didn’t want to compete in that
space, and in reality, they couldn’t anyway, because they didn't have any money.’

The budget constraint forced them to focus instead on the free but highly cluttered
channels that are social media and online platforms. There, Watt notes, the currency
is not money, but the ability to connect through intelligent and genuinely engaging
content. The drama of this sequence of launches is perhaps, in its own way, a kind of
industrial theatre, offering the unexpected and engaging the imagination. The launches
of their dramatically named concepts were accompanied by visual material that would
travel, from the two founders vlogging in penguin suits to photos of undersea beer
tanks with a pirate flag buoy.

What makes this drama intelligent and strategic for someone with no marketing
budget, rather than simply an amusing flair for mild outrage and self-publicity, is the
difference between drama and communication.

Drama commands attention

If you can't spend your way into being noticed, one of your strongest strategic
options is to behave your way into being noticed. Drama, and specifically being more
dramatic in some important regard than anyone else in your surroundings, is the most
competitive way to focus attention on you.

Drama engages emotionally and stimulates a response
Drama engages us first through the emotions—it is the nature of drama to arouse
an emotional response first, and a more rational response second. An emotional
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response doesn’t allow us to be unaffected—we take a point of view of some kind in
response to it.

Drama provokes conversation
Humans are drama junkies. The dramas of our day, big and small, and our reactions
to them, make up much of our social conversation. Feed it.

Drama creates a memory and an association
Drama’s brief intensity leaves a memory and an association. A brand—and anything
of lasting impact—succeeds through building memories and associations.

So drama is not a poor brand’s media budget. Drama is a strategically more powerful
way to behave, but one that brands with the resource curse seldom feel compelled to
employ.

Drama is, of course, contextual. One is not obliged to stuff road kill with beer
bottles to create it. The online photography store Photojojo’s breathlessly enthusiastic
personality is one of the qualities that sets it apart as a brand, and it infuses that into
every contact with its user: our first receipt had six excited exclamation marks splashed
across it, for example; we have yet to receive a receipt from anybody else with even one.
Even a little drama can make a receipt memorable as a brand touch point.

Closely linked to drama is surprise. The two are different: small surprises are not
dramatic, and high drama may not be surprising on repeated viewing. For instance,
we may no longer be surprised by what Air New Zealand does in their safety videos,
though we still find them engagingly dramatic. But surprise, like drama, is an efficient
way to create greater impact with fewer resources.

Substantive research has been done on the effect of surprise in marketing. Overall,
it has the effect of emotional amplification: unexpected gains bring more pleasure than
expected gains (when you order a smartphone lens from Photojojo, they send you a
small plastic dinosaur to give you something fun to take a picture of straightaway, for
example), and unexpected losses cause more pain than those that were anticipated
(unusually high overage charges on your cell plan, perhaps). People who were surprised
evaluated the same product attribute more positively than when they weren’t. Surprise
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can focus attention and improve memory. It can We launched an interactive annual report—and

enhance customer loyalty and positive word-of- you might be thinking “Who would want ro
mouth.® read an annual repors?” Well, instead of boring

Warby Parker’s Neil Blumenthal, beginning, financials, we talked about the inner workings
like any start-up, without a lot of money to spend of the company. What are our highest call
on communications, talks about how the inclusion volume hours during the day? What are common
of surprise into an annual report turned it into one misspelled keyword searches? What is the beer
of the eyewear company’s most effective pieces of that we drink during Happy Hour? We gave our
marketing: customers a look behind the curtain and what it's

SUNDAY - DECEMBER 26. 2013

What we know: we've sold 574
monocles this year to date.

What we don’t know: how many
monocles were used in service of
Halloween costumes like Mr. Peanut,
Karl Marx, British statesman Joseph
Chamberlain, or Winona Ryder in
Heathers.

What we're fairly sure of: Dogs and
monocles go together like spaghetti
and meatballs.

sHare: § W data, cuiture, collections

An excerpt from Warby Parker’s 2013 annual report. Photo: Noel Camardo.
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like at Warby Parker. We thought this was a neat way to engage with our customers.
It ended up being this great marketing rool, because it was shared, and led to our
three highest consecutive days of sales.”

We can see drama and surprise coincide in the case of Professor Sir André Geim,
now perhaps best known for his role in the breakthrough development of graphene.
Earlier in his career, the two-time Nobel Laureate found himself unable to interest the
scientific community in his discovery of an unexpected effect of electromagnetism: in
certain conditions, it could levitate water droplets. Frustrated by the lack of response
from his peers, Geim realised he needed to do something more dramatic and surprising:
he needed to levitate something living. It was only when he levitated a tiny frog that he
finally got the attention from his peer group he had been looking for. Even in science,
you need a wow factor, Geim remarked.®

In their own ways, Photojojo, Air New Zealand, and Geim each aimed for wow
and delivered it. The combination of a big ambition and a zero constraint drove them
to seek more impact from their actions than they would have using a conventional
resource.

Interesting on the inside

Sailor Jerry rum is one of the hottest spirits brands in the world, and yet it didn’t start
advertising until it was shipping over a million cases a year. Its creator, Steven Grasse, is
a serial creator of brands that lean into the zero constraint: besides Sailor Jerry, Grasse
has created Hendricks Gin for William Grant, launched a wine (Spodee), relaunched
a beer (Narragansett), and a spirit that deliberately defies all the conventions of spirits
(Art in the Age of Mechanical Reproduction). Like Nick Warren, he emphasizes
the importance of being true to the tribe you want to engage, and the intimate
understanding and empathy that demands.

Grasse’s company, Quaker Mercantile, was originally an advertising agency working
for other clients. A natural entrepreneurialism, coupled with a frustration about how
much of their advice his clients would follow, led Grasse to launching his own brands
with a clear point of view, in which conventional advertising has a very small role, even
when selling hundreds of thousands of cases. Grasse is the first to acknowledge that
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it is supposed to be impossible to build a brand in a market as competitive as spirits
without advertising. “Sailor Jerry was not supposed to work,” he reflects. “You're not
supposed to be able to go up against Captain Morgan, spend nothing on advertising,
and win, and we did.”®

So how do you build to a million cases a year in an advertising-driven business
without an advertising budget? Sailor Jerry’s constraint was an impasse between Quaker
Mercantile and their distributor: the latter wouldn’t invest in advertising because
Grasse insisted on complete creative control. So the Sailor Jerry clothing brand, which
the rum was originally launched to promote, became the lifestyle brand that promoted
the rum, accompanied by grassroots support of the punk bands whose ethos was at the
brand’s heart. “I didn’t know rums were supposed to behave in a particular way,” says
Grasse, “so I made mine behave more like Jack Daniels.” He realized how large it had
become only when William Grant told him that, since it had grown to become their
biggest brand, they couldn’t continue to distribute it unless they owned it.

Grasse emphasizes “being interesting on the inside.” If you don’t have the budget
to talk about yourself to others, you have to get others to talk about you for you, and
this means that you have to make every aspect of what you offer interesting, inside and
out.

When we create a product, it needs to be as interesting inside as it is outside, to give
people lots to write about ... so if you look ar Hendricks, the bottle is interesting, the
liquid is interesting, and the whole story adds up. It can’t just be window dressing.”

The day Grasse sold Sailor Jerry to William Grant, he came up with the idea for his
next brand, which he called Art in the Age of Mechanical Reproduction, based on the
idea that the more art is reproduced, the more it loses its aura. And the same was true
of us, he felt: the more we as human beings buy “reproduced crap from Wal-Mart,”
the more we lose. So he wanted to create a genuinely original spirit, one that wasn’t
in the legal categories of gin, vodka, or rum, which you had to know to look for. The
four variants to date are Root, Snap, Rhubarb Tea and Sage, all based on pre-industrial
American folk recipes, most of which, he says, he got from his mother:

Root is based on a root tea recipe, and root tea is what evolved into root beer. Sage is
a colonial garden gin; back in the day, they used to make gin out of whatever was in

CHAPTER SEVEN: The Fertile Zero

157




158

the garden, and its a gin without junipers, so its
not technically a gin. Rhubarb lea is based off
the fact that Ben Franklin brought rbubarb seeds
to America and gave them to his friend, John
Bartram, who was the King’s botanist, and they
experimented and made a herbal tea that was
medicinal, called Rhubarb Tea. So, theyre all
very strange, very different, and theyve created
more buzz than anything else I've ever done."!

Each variant is not a flavor, but a good story. People
don’t tell each other about flavors, they tell each
other stories.

Grasse notes that his model is not supposed to
work, especially in such a fiercely competitive market,
but he is not the only one pursuing it. Betabrand sells
clothes with a funny story woven in—most famously
their Cordarounds, a range of corduroy pants with
ridges running horizontally instead of vertically.
Integrating the story to the product is so important
to their success model—to get people to talk about
them for them—that they define their motto as “99
percent fiction, 1 percent fashion.” More recently,
they have incentivized their 40,000-strong consumer
base to post pictures of themselves wearing Betabrand
clothing, as part of their “Model Citizen” initiative.
Many brands offer this kind of opportunity, but
as a supplement to other marketing initiatives. For
Betabrand, though, it was a primary awareness
driver. Their solution was a piece of technology
that allowed Betabrand to respond to anyone who
submitted a photo with a unique URL that turned
them into “Model Number One” on the Betabrand

site: their photo is the main photo, they are the main
model, and they have a buy button over their head.
By elevating the photo—at least at that URL—to
humorously make the photo-sharer the main model,
however bad the photo, they created something those
photo-sharers in turn shared with all their friends.
To date, over 20,000 photos have been uploaded
and shared. Many of these are glimpses into stories
in themselves: a man with a megaphone outside an
Arkansas record store, yoga on office desks, a cat with
a bow tie. Betabrand is still small—it has grown to a
turnover of $6 million—but has a customer demand
that is usually three times what’s in stock.'

The point is not about
earned versus shared—the
point is what you have to
focus your energy on

to make it shared.

Categorizing this kind of strategy as earned media
is to miss the point here. The point is not about what
makes it shared—the point is what you have to focus
your energy on doing to make it shared: making the
product interesting, the packaging interesting, the
variant interesting, and the marketing idea interesting.
And not just interesting—so interesting that people
want to share and talk about them with their friends.
Brands and businesses with communications budgets
don’t have to do this; they can pay to do the talking
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themselves. Without an urgent need to do it, it receives less commitment and focus
from senior leaders—and the results are consequently less vital; it is a side effect of the
resource curse. But when you can’t spend money to do the talking yourself, you have to
spend your time, instead, making sure that what you produce is worth talking about.
And you focus the most senior and talented people in the company on making that
happen, as Grasse and Betabrand founder Chris Lindland are doing themselves.

The Australian beauty brand Aesop has grown to 43 stores worldwide, with a
turnover of $82 million, without advertising. Known for using quotes from Mies van
der Rohe and Camus to illustrate its desire to put intelligence into beauty, Aesop
actively prohibits any part of the brand experience from being less than interesting.
Store staff are not allowed to make small talk about the weather as a way to strike up
conversations with customers, for instance. “Customers do not benefit from benign
and obvious staff commentary,” they observe. “If it’s raining, it’s evident to all that it is,
and it doesn’t particularly require further discussion.”*?

Their stores are obliged, it seems, to be always interesting on the inside.

Which brings us to the third effect of the zero constraint: finding the real potential
in secondary media because you are forced to make them your primary platform for
news and ideas.

Making a secondary medium your primary idea platform

The Loi Evin is a law passed in France in the mid-1980s, restricting the nature and
channels of alcohol advertising. Advertising for any kind of alcohol was no longer
permitted on television or cinema, and where used in static media like print or posters,
it could be used only under very restricted terms: all they could show other than
the brand name was a bottle, a glass, ways of serving the drink, and the means of
distribution. Anything else, including the use of people, was forbidden.

In France, at the time, Heineken was a distant challenger to the market leader,
Kronenbourg, which was roughly ten times its size, although Heineken commanded a
30 percent price premium over its rival. Not content with the status quo, the French
marketing team developed a twofold strategy to grow. While apparently neutered
in advertising, and with the most effective media lost to it, the Heineken team and
their agency nevertheless found a witty way to use a corkscrew with two outstretched
arms to playfully convey the spirit of beer refreshment in the static media that were
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still open to them (the corkscrew appeared to relax in an ice bucket of beer as if it
were a swimming pool, for example). The creative constraints around how they could
advertise precipitated a more memorable idea than the one that preceded it before the
law was passed.

But perhaps the most interesting effect of the advertising restriction was the effect
on their structural packaging—an area in which they had, like most beer brands with
advertising, previously been relatively sleepy. Heineken France began by rethinking
the way they segmented their beer range, and offering a range of beer bottle sizes and
shapes much more carefully tailored to each type of beer occasion. Beyond occasion-
specific sizing and long-necked bottles, they then moved to use the physical pack as
a primary canvas for news and creativity. The non-reclosable aluminium beer bottle
designed by Ora Ito took a familiar pack size and product and gave it an entirely new
kind of desirability. Every two years, new editions of the bottle were accompanied by
a stylish, limited-edition aluminium bottle that was sold only in the high-end city
outlets. They took a mainstream premium beer, if you like, and gave it the codes of an
upmarket spirit brand like Absolut.

Since the Loi Evin was passed, Heineken has grown 600 percent in a finite French
market, deposing Kronenbourg as market leader in both volume and value by 2013,
while maintaining its profitable 30 percent premium. Kronenbourg was subject to
the same communication constraints as Heineken, over the same period of time, so
clearly not everyone finds zero fertile. Perhaps the market leader simply lacked the
mindset and motivation to find the new kind of solution so powerfully developed by
its challenger Heineken. It found itself guillotined as a consequence.'

Brands with a significant marketing budget focus their creativity within the
frameworks of the usual channels. A brand unable to afford or use those channels
still needs to be fresh and innovative, so their creativity is forced to find a different
medium. Structural packaging, an annual report, the in-flight safety video—the
constraint pushes them to unlock potential in assets which, for the resource-cursed,
remain overlooked dullards of necessity and hygiene.
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Alliance to scale

Sir Lawrence Freedman is the Professor of War Studies at Kings College, London. In
Strategy: A History, his magisterial review of what strategy has come to mean, from
chimpanzee colonies to Robert McKee via the Trojan Wars and Henry Ford, one of
the central and common strategic capabilities he emphazises is the ability to form
coalitions. Genghis Khan’s empire was founded on his initial ability to unify the
disparate Mongol tribes. It took alliance with the Prussians for the British to defeat
Napoleon. Churchill’s key focus, on becoming Prime Minister, was to get the United
States into the Second World War to help the Allies."

The apparently modern form and appellation of the collaborative economy has its
roots in a core strategic idea which is surprisingly underused in modern business, but
critical for the fertile zero: if you have a scarcity of a particular kind of resource that is
important to you, you need the capability to form a coalition with someone else who
has a tradable abundance in it, a discipline and tool for which we explored in Chapter 5.

Aswesaw in that chapter, Virgin America did not technically have acommunications
budget of zero at launch, but they had such a relative deficit of it compared to the
competition (they estimated Southwest had an annual communications budget of $200
million) that they were forced to look for new ways to get in front of the consumer.
They formed all kinds of surprising alliances, from Victoria’s Secret, with whom they
did on-board fashion shows, to Google, with whom they debuted the Chromebook,
and method, with whom they provided a little glamour in the bathrooms of economy
class. Each of these partners willingly shared their resources for access to something
Virgin did have: planes and passengers.

citizenM, the budget hotel with luxury aspirations, had very little in the way of
any budgets at launch—building hotels is as capital-intensive as buying planes—but
a partnership with the Swiss furniture company Vitra turned their lobbies into living
showrooms and furnished them for free. And Vitra now has showrooms in some of
the most stylish cities of the world, simply for the cost of furnishing them. As Robin
Chadha, the CMO of the hotel chain, says, a hotel lobby like theirs, where guests
linger to drink wine, is a very different experience from a furniture showroom, where
you might sit in a chair for ten seconds. A similar partnership with the Dutch book
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company Mendo encourages guests to leaf through some of the best photography and
fashion books in the world. And a Vitra catalogue is available in the lobby of every
citizenM hotel, in the event that you get so comfortable that you just have to have the
same chair at home.

Faced with their own zero constraint following the passing of the Loi Evin, the
French Heineken team forged a different kind of alliance—not with another kind
of business, but within Heineken, with “the center” (or global headquarters) in
Holland. In many companies, the central-innovation function can have a difficult time
implementing globally, finding that the regional businesses are not always as open,
ready, or cooperative as the center might like. But Heineken France made a strategic
decision that if they were constrained in television and cinema advertising, then
innovation would need to be a primary growth driver for them, and they would grab
with both hands the big innovations the center was working on—reciprocally feeding
their own thinking and ideas into the center by way of exchange. France was the first
of Heineken’s markets to launch the centrally developed beer-keg packaging format,
for example, and more recently the BeerTender, the home delivery device engineered
in partnership with Krups. This closely forged relationship proved a critical source for
the flow of the different kind of news and innovation that drove Heineken’s share gain
against Kronenbourg within the constraint of the Loi Evin in France.'®

Other people’s resources

Central to the fertility that the zero constraint forces is development of the capability
to draw on other people’s resources to...

*  Promote our brand and business for us.

*  Give us a crucial capability or resource that we lack.

* Do some or all of the work for us in a key area at a scale we are unable to
achieve on our own.

* Do some or all of the work for us in a key area at a speed we are unable to
achieve on our own.

* Enable us to offer something to another partner that will make them more
likely to partner with us, and deliver an enhanced, more attractive offer and
experience.
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. and all in a way that is open, or mutually beneficial, rather than exploitative. Far
from being a victim to the constraint, we can develop a way of overcoming it that may
well also lend a scale and impact we could not have achieved on our own.

The world of the zero constraint is full of examples of people and teams working
through how to use other people’s resources—be they time, money, work, or ideas—to
promote the agendas of both parties. There is an important difference between this and
what we mean by an alliance. Alliance means explicitly linking with another brand, in
part to benefit from the image, scale, and reputation that brand and business brings to
our offer. Using other people’s resources, on the other hand, means accessing value that
we need, without its source being necessarily visible to the outside world at all. Eric
Ryan of method, for example, used to take photographs of all the innovation, across a
range of categories, that he saw on what he called his foreign “strategy safaris” abroad,
and reviewed them upon his return with a small, cross-disciplinary team. “Let’s use the
world as our R&D department,” was his budget-constrained insight. “Each of those
innovations has had hundreds of thousands of dollars of other people’s money spent
proving the insight and testing the concept; all the innovation we could ever want is
already out there—we just need to find it and work out how to make it relevant and
powerful to our market.” Elsewhere in this book, we have seen that giffgaff uses its
customers as its customer service department, Duolingo its users as translators, and
Threadless its community as its creative department and chief buyer, in effect.

We discussed the concept of accessing other people’s resources in the previous chapter,
along with a tool and structure for thinking about it in a more disciplined way. We saw
there that inventiveness in finding the source of a resource has to be complemented
by inventiveness in persuading that source to allow us to access it. The next section,
then, focuses on a particular kind of innovation and value creation that this requirement
demands: commercial innovation, and the creation of new kinds of mutual value.

Commercial innovation

We tend to think of innovation as the domain of product or experience engineers, with
support from the insights and marketing team. Yet at the heart of seeing, creating and
cementing the relationships that allow access to other people’s resources, as well as formal
alliances or coalitions, is an entirely different form of innovation: commercial innovation.
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Vitaminwater’s innovative commercial relationship with rapper 50 Cent, in
which he became a significant shareholder in return for promoting the brand and
allowing himself to be used on the packaging, is famous for making both of them
wealthier; Vitaminwater traded what they had (equity) for what he had (fame, appeal,
and a loud mouth) and made it legal. Before the 2011 World Cup, England’s Rugby
Football Union, wanting to motivate their team to win, calculated that they needed
a pot of £2.5 million to offer the right level of incentive for the team to share. Not,
unfortunately, having £2.5 million, they had to commercially innovate: they placed
a bet of £250,000, spread across several bookmakers, that England would win. The
ambition of this commercially creative masterstroke was undermined only by England’s
lamentable performance in the tournament itself; the bookies were never required to
reach into their pockets. When Steven Grasse sold his brand to distiller and distributor
William Grant, the deal came with an embedded contract that paid his company,
Quaker Mercantile, to be their key marketing partner for the next ten years.

In 2007, Yves Behar (designer of the One Laptop Per Child computer) became
the Chief Creative Officer of Aliph, now makers of Jawbone and the UP band. Behar’s
design company, fuseproject, had been designing products for Aliph for a number of
years in a fee-for-service relationship and, despite some stellar design work, the company
was struggling and about to lay off staff. CEO Hosain Rahman faced a dilemma: how to
retain the services of the star designer to improve the products, without a budget to pay
for it. The solution: make fuseproject an equity partner, a deal that has paid off many
times over."” This kind of relationship has become quite common in Silicon Valley,
where cash-strapped start-ups use equity to attract top talent. For Behar’s firm, this
commercial innovation launched a new, on-going business model, too. They continue
fee-based relationships with corporate clients, develop equity-based partnerships with
start-ups, and use the returns to continue to fund their on-going commitments to civic
projects (like OLPC), which are very often constraint-driven. Their latest project is a
partnership with the Mexican government and Augen Optics to provide free, cool,
customizable eyewear for a half a million Mexican school children who can’t afford or
won’t wear glasses.

But perhaps the most interesting example for us here comes from Cape Town. We
saw in Chapter Six Ravi Naidoo’s motivations and emotions around the founding of
Design Indaba—at once inspired by the possibilities for South Africa following Nelson
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Mandela’s election, and concerned for the future of his country if there was not the
economic progress to match the political breakthrough. And we saw that his ambition,
while considerable—to create an ideas exchange that would transform the world’s
relationship with South Africa as well as South Africa’s relationship with itself—was
also an ambition without a budget. As such, a key issue in the early days was how to be
able to afford to attract the world’s best talent—people accustomed to flying business
class on international flights—despite a poor exchange rate between the local currency
and the dollar or pound sterling. And Naidoo recognized that there was a second,
related challenge of funding: how to fund it in a sustainable way, so that he could be
confident that his idea exchange would not grow vigorously in the first year or two,
only to wither as the money dried up.

He commercially innovated in two key ways. The first was in creating economic
value for each party involved, to enable them to donate their services or resources while
feeling they were benefitting economically from doing so. For his international speakers
from the world of creativity and design, this meant the chance for local commissions,
besides the chance to network and see what their peers were doing. Alongside, he
offered them the best of South Africa as an incentive—accommodation in the luxurious
Mount Nelson Hotel and the experience of the Blue Train, for example. These, in turn,
he persuaded to donate rooms and seats for the opportunity to host some of the world’s
most influential opinion leaders, at a time when South Africa was opening up to a new
world of global tourism. He negotiated, in other words, real value for both sides at no
cost to himself and his project.

The second piece of commercial innovation was to bring the commercial logic
and discipline of sports sponsorship to design event sponsorship. South Africa is a
country of sports fanatics, and big sponsors understand the strategic rationale of long-
term sponsorships in sport, so Naidoo recognised there was an opportunity for him to
apply a sports sponsorship model to a design event. He proposed and secured three-
year sponsorship deals with blue chip sponsors that would cover the conference and
exhibition costs. He reinforced this strategic rigor, and the language that his sponsors
felt comfortable with, through commissioning an analysis of the economic impact of
each conference by the head of the Economics Department at the University of Cape
Town Graduate School of Business, and creating a virtuous circle that would help the
sponsorship renewal when the time came.
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Held over three days in February every year,
Design Indaba is now the largest design conference
and exhibition in the world. Consistently sold out,
even during the economic downturn, it has put
South Africa, and the creative talents within it, on
the global creative map. It and South Africa are,
says Naidoo, proof that even the most intractable
problems can be neutralized by the will of people.'®

The benefits of zero

This chapter set out to ask two questions: Can
even zero (or almost zero) of a particular kind of
resource be fertile? And, if so, in what ways? We
have looked almost entirely within the world of
business and enterprise here, and well-networked
teams with adjacent resources and available partners,
because that is the situation that most of us are
in. And we deliberately focused on one particular
sphere—communicating and engaging with a
desired group—because even if we are not all in the
business of marketing, we are all in the business of
communicating and connecting with people with
too much information and not enough time. While
there is a significant skew to the territory we have
chosen, the findings may have a broader relevance.
We can see from these examples that, yes, the
zero constraint can be enormously fertile, but
doesn’t start to be so until there are consequences
that matter to the team facing it. While these may
not be as literally life-or-death as those necessitating
industrial theatre or MacLaren’s root and branch re-
examination of all their processes and practices, the

We have no money, so we
will have to think.

—Sir Ernest Rutherford!

combination of a big ambition and the consequences
of failure are the preconditions for new life here.
For these are not brands and businesses that are
somehow surviving in spite of their zero. They are
brands that are determined to grow, and are growing.
The fertility in their lack of budget comes through
the tension between what they are determined to
achieve, and what they have with which to achieve it.

Coupled with that ambition, this kind of
constraint seems potentially to have a range of
beneficial impacts:

e 'The first is a propensity to use ways of
communicating  that greater
impact, particularly the use of drama and
surprise, which heighten levels of attention,
emotional connection, degree of response,
memorability, association, and word of
mouth.

* The second is playing out the ruthless logic
around how to get people talking about you,
if you can't afford to tell them about you
yourself (or don’t, like Steven Grasse, believe
that is the best way to genuinely engage). If
you want to get people talking about you,
you have to be interesting on the inside.

achieve
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Everything is an opportunity here, from the direction the cord runs around
your pants to the story behind the seeds that your flavor is made from. If you
can somehow work the King’s botanist into your origin story, this seems to be
a plus.

*  'The third impact is being forced to promote secondary or entirely overlooked
channels (such as an annual report) as a primary piece of communication,
and unlocking the hidden potential within it to communicate your news and
ideas.

e The fourth impact is being pushed to link up with other partners from
completely different categories, who could use their resources to help you
achieve the impact you need.

e  'The fifth impact is the accompanying impetus to develop new forms of mutual
economic value around the collective potential benefit from the joint venture,
to secure those partnerships.

Perhaps the ghost in the machine impact of the zero constraint is also that of forcing an
unflinching honesty. In a company with large budgets, the development of marketing
and communications is full of small dishonesties: “Yes, this is our very best work,” “Yes,
I think this time we've really nailed it,” “We think this promotion works very hard for
the brand,” “Those four would be great additions at this meeting,” and so on.

But if our ambition is high and our constraint is almost absolute, it forces a different
level of truthfulness on us; small dishonesties start to carry very high penalties.
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Mapping ourselves against the learning from this chapter
Let’s use this chapter as stimulus. Look at Figure 7—it will be most relevant to you if you are

in the business of marketing or communications.

*  Each of the six axes represents one of the dimensions we have discussed in this chapter:
strategic behaviors stimulated by having very little communications budget.

*  Each of the six axes has a scale from 0 to 10. How much are we actively using each
of these in our approach to marketing and communication? Assess each individually
and then join up the assessed scores on each of the axes to show the overall shape we
currently represent.

*  Where on this map are we underperforming and why?

e Is it the size of our ambition or the current limits of our inventiveness around the
constraint that is holding us back, for instance?

*  Where is the biggest opportunity—and what is the shape we need to be to succeed?

*  What would it mean for us to build some or all of these dimensions more explicitly into
the DNA of our next marketing or communications plan? Of our next innovation?

*  What would be the three key differences in how we would think and behave?

Figure 7: A tool for assessing marketing and
communications behavior on a zero budget
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When Ambition Is Greater Than Resource

There are endless ways to engage audiences without communication budgets, if we are
honest about what it will take to do so. People have short memories: there was a world
before any of the forms of modern media, when nobody had a TV budget because
there was no TV, so all the world was a showman or showwoman.

Elizabeth Arden designed red lipstick for both the suffragettes and the U.S.
servicewomen in the Second World War. Sir Thomas Lipton, known now for the tea
brand, but who started as an entrepreneurial grocer, was in the habit of importing
giant cheeses for his shops” Christmas displays that were so large that, on one occasion,
they had to be hauled to the shop through the streets by an elephant. Tabasco used to
tour America with a show called “The Burlesque Opera of Tabasco.” In 1784, Joseph
Bramah, who gives his name to the building that houses our London office, designed
a lock that was so hard to open without the right key that he placed it in the street
window of his shop and offered a prize of 200 guineas (roughly $60,000 in today’s
money) to anyone who was able to open it. It wasn't cracked until the second half
of the following century—by which time, of course, the lock had long since become
famous.

Even zero, then, can be fertile if the motivation, mindset and creativity are there.
Pier Luigi Sigismondi tells of his experience working with C.K. Prahalad on the board
of Hindustan Unilever, and the great business strategist drawing a simple equation on
the pad in front of him:

A>>R

When ambition is exponentially greater than resource, said Prahalad, that's when
real innovation happens.”
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THE FERTILE ZERO: CHAPTER SUMMARY

This chapter represents an acid test: In what ways can having next to nothing of a key
resource be fertile?

It explores brand and businesses with significant ambition but a negligible
communications budget, and how this combination led them to think and behave.

It outlines six behaviors and capabilities this zero stimulated in them:

Drama and surprise. Lack of budget (and audience engagement) forces us to
generate greater impact when and where we do communicate.

Being interesting on the inside. If we can’t afford to tell people ourselves, we must
build a brand that makes others want to talk about us.

Making a secondary, overlooked medium your primary idea platform. How, if we
can't use or afford primary marketing media, we need to elevate the role of—and
find the hidden potential in—secondary ones.

Alliance to scale. If we can’t afford communication scale on our own, this pushes us
to develop new kinds of partnerships and a new brand neighborhood.

Using other people’s money, time, and resources. Scarcity of the resource we need
most forces us to find it elsewhere.

Commercial innovation. The need to secure those resources pushes us to create new
kinds of value and currency in these relationships.

We do not need to be a marketing professional to learn from this: whatever our

professions, we all need to communicate and engage, inside or outside our organizations.
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CONSTRAINT-
DRIVEN
CULTURES

How big companies have learned to love
constraints

THIS CHAPTER FOCUSES ON:

1. Are there examples of 2. ... even if they have little 3. Are their methods
large companies that history of doing so? replicable for those
now routinely embrace without experience in
constraints... doing it?
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This book is neither a paean to brilliant mavericks nor a buffet of hacks for cash-
strapped start-ups. It describes a way for everyone to progress, regardless of size,
including large companies.

But so far much of the discussion has been about individuals and teams, albeit
sometimes as part of bigger organizations. So can this really work at a more systemic
level in a large organization? More particularly, can one teach a large organizational dog
new cultural tricks—if a company has not behaved in this inventive way historically, is
there any evidence that these behaviors can be acquired and embraced late in life, and
with real impact?

In this chapter, we are going to look at three large companies which are not simply
embracing the constraints they encounter, but actively seeking them out. They are
doing this partly because they have seen the power of constraints to repeatedly spark
invention and business advantage, and partly because they have seen the future and
the pressure for change it will bring. They see that the scarcity we discussed in the
introduction is impacting their businesses now, and that the abundance they seek is,
in large part, reliant on the transformation of not only their own businesses, but also
the systems of which they are a part. They are—they have had to become—ambitious
change agents.

We'll start by looking at IKEA, a company whose desire and ability to embrace
constraints are in its DNA, and how that still drives its culture 70 years later. We'll look
at how Nike, always an innovator but not always comfortable with constraints, made
a shift from victim to transformer, and is now fully committed to the virtuous cycle
of benefits that has resulted. And we'll look at Unilever’s hugely ambitious journey
to double their size and halve their environmental impact by 2020: how they are
approaching it and how they are succeeding. We will close by looking at collective will:
what it means, and a simple model for driving it through a company.

Transformers by upbringing: IKEA

Everyone who works at IKEA knows where its founder, and the company, were born.
Sméland is a region of Sweden that was historically agricultural and poor, with stony
soil. Sméland farmers had to make a little go a long way: they used the rocks they
cleared from their fields to make the walls that divided them, for example. They turned
the constraint of poor-quality soil into the benefit of stone walls.
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We have come across farmers at several points in this book: the Boer farmer who,
in the Afrikaans expression, “makes a plan” (works around a setback) when things go
wrong; the jugaad farmers of India, who find a way to put an oxcart and an engine
together to make a truck; and Ernest Rutherford, the father of nuclear science, who
ascribed the roots of his own celebrated approach (“We have no money, so we will have
to think”) to his hardscrabble upbringing on a New Zealand farm. But the farmers of
Smaland are perhaps the first to have gone on to inspire the culture of a leading global
business.

For Ingvar Kamprad, the stone walls of Smaland were such an important symbol of
the way IKEA needed to think that, in many stores around the world, there is a large
image of a stone wall somewhere. It means nothing to the customer; how could it? But
it is not there for them, it is there to remind IKEA coworkers of a mindset at the heart
of the way the company behaves. IKEA’s name is an acronym that is itself a story of
origin: the founder’s initials, followed by the first letter of the name of the farm he grew
up on, and then the first letter of the name of the Smaland town where it lay.

Kamprad is famous within IKEA for asking questions, throughout his life, about
making a little go a long way. In his twenties he was visiting sawmills, observing what
the most regular shapes of their offcuts were and asking himself what he could make
out of this waste timber and sell. Fifty years later and in his seventies, he was standing
in an open-air food market in Beijing, looking at rows of plucked chickens, asking
himself what happened to all the feathers—and turning a food waste product into
the stuffing for more affordable duvets. Making expensive things is easy, he would
insistently tell his company. Making affordable things that also work and last—that’s
the real challenge. And it’s a challenge IKEA must constantly rise to in order to meet
its purpose of championing “the many’—ordinary people who deserve the change a
well-designed home can make in their lives.

The constraint IKEA is most known for working within is price. Earlier, we saw the
IKEA practice of framing the question around the desired price of a table in a way that is
impossible to answer, forcing entirely new kinds of approaches and solutions. They even
celebrate this approach of starting with a price constraint in mind in their consumer
communications. But there are other kinds of constraints that are equally important to
both their values and their business. Their commitment to bamboo fiber (starting with
the blue carrier bags you pick up at the beginning of your trip around the store) is driven
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The stone wall of Smaland—a key symbol
IKEA uses to communicate its values

by the need to face up to the sustainability issues
with cotton. And, like Nike, they are an investor
in DyeCoo, the company that has commercialized
waterless dyeing.'

Perhaps as important for the future of IKEA
and its customers, though, are the space constraints
of living in large cities. They initially approached
this by creating units for small rooms (a kitchen in
a cupboard), but are now thinking about different

ways to design the living spaces themselves,
including apartment blocks. What would it mean
to construct housing in a way that turned the space
constrictions into advantages? If there isn’t space
for a dining area in an apartment, for example, a
more communal, shared dining area in the building
would free more space in the apartments, while also
helping to address the isolation and loneliness that
are among the challenges of big-city living. IKEA
champions the many whose lives are constrained—
they have big dreams and small resources—and it is
up to IKEA and its inventiveness to help all of them
achieve those dreams in the face of their constraints.
IKEA has a culture that has always thought and
behaved like this, because their founder has always
thought and behaved like this, and because they are
very careful to nurture a culture that continues to
behave like this. Their journey is not one of moving
from victim to neutralizer to transformer; it is one
of moving from a transformative individual to a
transformative global culture of 140,000 people.

The stories IKEA tells about itself

Michael Hay had both global strategy and creative
roles at IKEA in his fifteen years there. If you are a
designer, Hay notes, it starts with the interview. On
the interview table might be an IKEA coffee cup and
spoon, and designers are asked to look at both of
these and discuss what they notice about them. Do
they pick out the four grooves on the underside of
the cup, which help with stacking and minimize the
space they take up when packed? Are they interested
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in the shaft of the spoon, which isn’t solid but made of two separate, narrow shafts to
use less plastic and reduce heat transfer? Are they naturally driven, in other words, by
an interest in how to be more inventive in saving materials and transportation costs, as
well as designing products that work better and look good?

Once employed, you are introduced to the company’s purpose, and you are told
the stories. Storytelling is an important part of the IKEA Way program, in which
everyone participates when they start and then again for a week every year. The stories
are usually apparently small ones, but with a bigger significance, their aim being to
communicate and reinforce mindset and culture. Being celebrated in the in-house
magazine, [KEA Ideas, as part of the team who was involved in a breakthrough project,
is considered an honor.

As you spend more time at IKEA, you observe the less formal, but no less important
aspects of the company mindset, all of which have their roots in Sméland. One story
about the bumblebee theoretically being unable to fly, but doing it anyway, symbolizes
what Hay calls an underdog spirit within this huge global company: a sense that to do
what they want to do, they’re probably going to have to throw out the textbooks and
find a completely different way of doing it. They have institutionalized the practice of
breaking path dependence. And this desire to look for entirely new ways to arrive at
answers is part of a cultural sense that “it is more fun when things are really hard to do.”

When it’s easy, then you're just coasting through life; you go into autopilot mode. We
don’t pat ourselves on the back, because the next challenge is going ro be even harder,
but we're going to do that and were probably going to do it with less people and
definitely a lot less money than anybody else has ever done it before. This goes through
the whole company.*

IKEA knows that we are the stories we tell ourselves. And we are the questions we ask
of ourselves—the answering of which become new stories and a fresh part of the fabric of
a fiercely prized, self-reinforcing culture of constraint-driven inventiveness. A culture that
grew net profits 8 percent to $4.29 billion in 2012, while continuing to drive costs down.?

IKEA has this inventiveness in its DNA, along with a founder whose influence
is still very much felt. Their challenge is about preserving the culture in a large and
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growing company, rather than creating it. And part of the brilliance is in avoiding
path dependence by constantly introducing new levels of constraint, asking impossible
questions that nobody knows how to answer, and consistently finding new ways to
answer them. IKEA operates at that threshold level right below transformer that we
noted in Chapter One, driving breakthroughs in everything from the design of a plastic
spoon to how the constraints of small living spaces can be made beautiful.

But can a company make the journey to constraint-obsessed culture if it hasn’t
always had one?

Nike has.

From victim to transformer: Nike’s journey

Nike has always been an innovative company. From the very first time Coach Bowerman
poured molten rubber into Mrs. Bowerman’s waflle iron to see if he could create a shoe
sole that would offer more traction, Phil Knight, a runner on Bowerman’s University of
Oregon track team, knew that he could build a business around the innovation. Nike
was then, and still is obsessed with understanding the needs of the athlete and how to
innovate for them, an obsession that has paid off. Today, revenues approach $30 billion
and Nike is one of the most well-known and best loved brands in the world.

But Nike hasn't always had a productive relationship with constraints. Back in the
mid-1990s, they became the poster child for the poor conditions of workers in factories
across Asia. Global Exchange had decided to single out Nike, one of the hottest brands
of the moment, as a way to make a splash and raise awareness of the serious issues of
worker treatment in these sweatshops. And it was working. With activists around the
world calling for a boycott of Nike, the company was feeling the heat, and its brand
was being damaged.

At first, CEO Phil Knight was furious and Nike’s public posture defensive. The
1997 Annual Report contained this statement:

We are not here ro eliminate poverty and famine or lead the war against violence
and crime. Our critics say that the world is going to hell in a Nike sports bag. Then
again, our critics, for the most part, aren’t athletes.*
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Butunder constant pressure to change, with consumer boycotts and a shareholder meeting
disrupted by activists, Nike realized it had no choice but to engage. The complexity of
the issues was daunting. Southeast Asian shoe factories were as much Wild West as Near
East. Any standards Nike tried to impose, no matter how many competitors came on
board, or how strong the endorsement of NGOs, would be hard to enforce.

In 2004, Hannah Jones, newly appointed VP of Corporate Responsibility, realized
that policing compliance to the new standards at hundreds of factories in many
countries was practically impossible. As described briefly on page 49, workers had to
wear face masks to protect themselves from the fumes that came with gluing soles to
uppers. When the inspectors were watching, compliance was easy. When they weren’t,
standards slipped. Standing in a contract factory, staring at the masks, Jones had an
epiphany.

“I realized that you can either solve the worker’s rights issue by monitoring
every single factory, 24 hours a day, for whether they’re wearing personal protective
equipment. Or you innovate a new glue that removes all the toxics so you don’t have
to have the personal protective equipment.”

Jones was asking a propelling question: “How do we ensure 100 percent compliance
to health and safety practices at all Nike factories, when we don’t have the people to
police every factory, every moment?” And her can-if thinking answered at least one
aspect of the question: we can if we invent a solvent that negates the need for face masks
in the first place. The way to fix the compliance problem was to render it unnecessary.
Nike’s new water-based adhesives reduced worker exposure by 95 percent. And the
new glues performed better. This was perhaps the larger epiphany for Nike. By starting
out to address a constraint in neutralizer mode, they transformed that constraint into
something beautiful: a better-performing solvent that would ultimately perform better
for athletes—and that always gets Nike excited.

The journey to a new form of Nike Air took longer. In 1992, Nike received its first
angry fax about sulfur hexafluoride (SF6) from a German environmental group, which
Tom Hartge, who had spent a good deal of his career developing Air, described as “a
kick in the gut.” But there was no denying the impact of all that SF6. When Nike was
at peak production, it was the equivalent of putting one million additional cars on the
road. It may have been the lightest, most durable cushioning on the market—and a
key brand differentiator—but something had to be done.
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Nitrogen was the preferred alternative, but had smaller molecules that broke up
and leaked out. Years of work by a team of sixty went nowhere, each new idea ultimately
proving to be a dead end. Target dates were missed and the pressure mounted. “We
knew this would be difficult, but we underestimated the challenge,” said Hartge.

There was to be no epiphany this time, just a series of small breakthroughs, each
building on the other. Sixty-five wafer-thin layers of plastic film were used to hold the
nitrogen in place. This required Nike to abandon the old blow-molding process (where
air is blown into a plastic part, a little like glass-blowing) and refine a technique called
thermoforming instead (where separate sheets are molded under heat).

Then the team realized that the seal created by thermoforming was so strong that
an air bag for the whole foot, not just the heel, could be developed. The result was Air
Max 360: more comfort and less weight for the athlete, and one of the best-selling
Nike running shoes of all time. Commenting on the success of the 360, BusinessWeck
said, “Hartge brought a marathon runner’s tenacity to the task.””

While the Nike Air journey was underway, Hannah Jones had kicked off a
scenario-planning initiative. Concerned that Nike had “missed the weak signals
on the labor issue,” her team began exploring a host of global trends—population
growth, water scarcity, energy shortages, climate change, the Internet, health issues,
governance. They began planning for them before they became crises, staying ahead
of their competitors into the bargain. Water shortages alone could soon constrain
the cotton crop, hydroelectric energy generation, garment dyeing, and even the
laundry habits of athletes. There was much to think about. It was clear to Jones that
“doing less of something wasn’t going to cut it ... big goals are needed to realize big
achievements.”®

Buoyed by recent successes, Nike proceeded with more intention. The Nike
Considered Design Ethos, launched in 2006, details the sustainability index of all the
materials Nike uses to design products—a massive undertaking, involving Nike going
deep into sourcing and supply-chain issues. Using the list, designers are able to make
smarter choices at the beginning of the design process. They can see which materials
come with the greatest environmental impact (or constraints)—and perhaps, therefore,
with the greatest potential to spur innovation. Nike has published the indexes with
their Making app, so that other designers can benefit, too. (See Chapter Five: Creating
Abundance.)
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nikeaircom

Introducing the new Air Max 360. Our lightest, most cushioned, most flexible, most durable ‘ = -
RUN ON AIR. Air Max ever. And the first running shoe to put air under every inch of your foot. e ey The ‘2w6 N'ke
Air Max 360
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Over the course of the next few years, Nike would emerge as a full-blooded
transformer. Where once unwelcome constraints had been resisted, then reluctantly
wrestled with, they were now embraced for the opportunities they provided. What
began as risk mitigation became opportunity creation. A series of one-offs, an insider at
Nike told us, “has now crystallized into a core competence, a journey from individual
moments to a way of thinking, where we go hunting for constraints.”

To tackle the water problem, in 2012 Nike entered into a strategic partnership
with DyeCoo, a company that has created a remarkable waterless dyeing machine
using recyclable carbon dioxide. Two years later, CEO Mark Parker announced a
manufacturing revolution as he unveiled a water-free dyeing facility in Taiwan that
reduces energy consumption by 60 percent. It also reduces dyeing times by 40 percent,
meaning faster speed to market. And what is more, “the most saturated, intense and
consistent color we've seen.”"”

Last, the Flyknit shoe. For serious runners, the best shoe has always been one that
you don’t know youre wearing; the constraint that needs transforming is the shoe
itself. Shoes have been shaped and shaved and made lighter year after year, but the
manufacturing process for shoes was still very wasteful, with extensive offcuts left
behind on the floor. So another multiyear mission saw Nike having to forget everything
they knew about how uppers were made.!" The solution was to knit a single-layer
upper, like a sock, with an ultralight thread. In a “messy, beautiful burst of creativity

12 a featherweight, form-fitting, virtually seamless shoe was

and pure force of will,
born. It reduced weight by 20 percent and waste by a staggering 80 percent compared
to the previous lightest shoe. Best of all for the athlete-obsessed company, it is a shoe
that fits better, breathes better, and is faster.

Nike is not done. One of the best lines Wieden+Kennedy ever gave them was
“There is no finish line,” and it applies as much to the constant need to invent better as it
does to the mindset of the athlete. They continue to look for constraints in their system
and in the wider world that they can use to create more of the kind of transformative
inventions that helped them grow revenue in double digits the last five years. In a shift
both strategic and symbolic, Hannah Jones’ department has been renamed Sustainable
Business & Innovation, is at the heart of Nike, and is sponsored by the CFO.

Athletes have benefited from the company’s repeated ability to take lemons
(a ban on SF6) and make lemonade (Air Max 360), a knack they believe is now a
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long-term competitive advantage. Nike’s relationship with NGOs is stronger now,
too. Responding in the way they have has built bridges and created alliances. And
while investors remain indifferent to Nike’s sustainability plans, the company remains
resolute about its goal of decoupling growth from constrained resources, striving for a
closed-loop system that generates no waste and in which sustainability is synonymous
with performance.

The third example we will look at is Unilever, another enormous company looking
to uncouple growth and resource use, whose journey might be more ambitious yet.

Unilever: Transforming industries and a culture

In 2010, Unilever’s CEO shared a new vision with his company, one that was about
to have a profound impact on the way they thought about everything they did. The
board had decided that Unilever would double its size, while halving its environmental
impact, by 2020. Ambitious growth coupled with a significant constraint would
require them to challenge all the paths on which they had become dependent.

The vision had been born in an Executive Board meeting some months earlier.
Pier Luigi Sigismondi, Unilever’s Chief Supply Chain Officer, was new to the board at
the time. The vision, he says, happened “like any innovation—by coincidence.” In the
morning, board members had aligned around the growth ambition. In the afternoon
they went on to discuss sustainability. Unilever has been a leader and catalyst on
environmental issues for many years (helping found the Round Table for Sustainable
Palm Oil and the Marine Stewardship Council for Sustainable Fishing, for instance),
and wanted to do more to reduce its environmental impact and make a more positive
social impact. With the morning’s conversations still fresh in their minds, they all
saw that growth could be at odds with their desire to reduce their footprint. They
needed to explicitly link the ambitions: doubling size while remaining neutral in the
terms of resource use, effectively halving their environmental footprint. They wanted
to grow and be a force for change; and they wanted to stimulate other companies to
adopt a similar agenda. (We'll look more at why Unilever is so committed to positive
environmental and social impact in Chapter Nine.)

The response from the company to Polman’s announcement was hugely positive,
inspired even. Yet Sigismondi, on whose shoulders much of this would fall, confesses to
rational doubts as much as emotional excitement even as it was announced. How could
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they sustainably source 100 percent of their agricultural materials if the industry wasn’t
prepared for it? And what if Unilever’s leverage with the growers of a particular crop
was insufficient to get them to change their practices? He—and all of Unilever—had
put their hands up to answer a question they didn’t know how to answer.

Sigismondi distinguishes between the logic and the emotion of his reaction:

The logical thinking took us to a concerned place, but the emotional intent was so
high that we said “We don’t have all the answers; we need to work with others. We
announced this as a multi-stakeholder effort: please help us get there, and if we join
Jforces we can find a way.”"

The Unilever Sustainable Living Plan (USLP) has three key components. The first is
to help one billion people take steps to improve their health and well-being through
hygiene and nutrition. The second is the reduction of the company’s environmental
impact. And the third, called Enhancing Livelihoods, seeks to help smallholder farmers
make a better living, and provide fair and equal-opportunity workplaces. Unilever’s
challenge in delivering the Sustainable Living Plan is, in an important sense, a steeper
one than Nike’s. For Nike to succeed, they needed to behave differently themselves
and influence their own industry; Unilever, a larger company with multiple product
lines across many different categories, would need to influence multiple industries and
persuade their consumers to behave differently as well. For example, in laundry and
personal care, they would need to get their consumers to reduce their own water use.

The leadership realized very early on that there were some key enablers they needed
to put in place:

Sacrifice some relationships in order to fully commit to the rest. They used the
USLP as a filter for every relationship they had. Reviewing how wide their involvement
had become with forums, associations, and initiatives all around the world, they realized
their impact had become diluted. They now focused only on those associations and
initiatives that would help deliver their vision, and cut those that wouldn'.

Make it every executive’s agenda. While they had a Chief Sustainability Ofhcer,
they recognized that this vision would not be realized if it were simply delegated to her.
They needed to explicitly build this part of the ambition into the business plans and
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strategic agenda of every executive in the business. (Compare this integration with Nike
changing Hannah Jones’s group’s name from Corporate Responsibility to Sustainable
Business and Innovation and linking her function more explicitly to the design team.)

Make an ongoing commitment. Executives are used to change and evolution.
And there would be setbacks, minor failures, and doubts as the vision began to be
delivered. This needed to be a plan that remained boringly committed to do the same,
year after year, even when results came slowly.

The supply chain team at Unilever is responsible for delivering key components of
the USLP, including the sustainable sourcing of all their agricultural materials. This
challenge has made this the most ambitious job Sigismondi has ever had, he observes.
Success depends on changing not just the way Unilever does business, but the way
whole agricultural industries behave—industries over which he has limited control.

Let’s look at the very different ways they have tackled two of the most important
industries, and what we can learn from each.

Palm oil presented a particular challenge. As of 2010, the palm oil industry paid
litcle attention to traceability, and there was little segregation of palm oils. Buying 100
percent GreenPalm certificates helped Unilever make progress quickly, but to get a true
picture of sustainability, they would need to start tracing oil back to the sources, track
it through the various mills, and evaluate their labor practices, transportation systems,
and so on. This would require some significant changes for the industry. And while
Unilever was a substantive buyer of palm oil in terms of volume, it accounted for less
than 3 percent of the industry’s output. How much leverage did they really have?

Unilever was clear, though, that palm oil was one of their biggest levers if they were
to meet the goals for the USLP. They couldn’t flinch; they would have to find a way
through. They set themselves the target that by 2020, every drop of palm oil used in
Unilever products would come from certified, traceable sources through a segregated
supply. And then they worked out how to have that conversation with their suppliers.

At a meeting in Singapore, they brought together the five palm oil traders who
represented 80 percent of the world’s production: successful, hard-nosed businesspeople
from China, Indonesia, and Hong Kong. Explaining Unilever’s vision to them,
Sigismondi painted a picture of the future that contrasted the opportunity to create
a better world and leave a proud legacy with the threat of consumer activism against
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unsustainably harvested palm oil, even the prospect of European regulators imposing
more stringent rules on imports. As shapers of the palm oil business, they could change
it so that they could tell their families that they were doing something good for the
world, or they could change it to ensure they would still have a healthy business in ten
years' time. What did they want to do?'*

When Sigismondi finished, some of the traders left, uninterested even in talking.
Others stayed and talked, but prevaricated, reluctant to commit.

But the largest palm oil producer in the world identified with the picture that
had been painted and wanted to hear more. After further conversations, this producer
agreed to a strategic alliance with Unilever, in which they both publicly and formally
committed to no deforestation, no development on peat land, and no exploitation of
local communities, starting in 2015. Although Unilever is only a very small customer,
the long-term commitment they were prepared to make as part of the deal was
significant. They had collectively taken a huge step forward. This was a symbolic as
well as significant moment for the supply chain team, a move towards meeting their
environmental goals while also securing the future of their own supply.

As big a step forward as this undoubtedly was, palm oil is only one of the crops
Unilever buys. To succeed with the USLE, they need processes and alliances that will
drive this level of change across a broad range of industries, each of which presents
different challenges, even within the same crop. We saw in Chapter Two, for instance,
the challenging of path dependence in those geographies using mechanized tomato
harvesting, and how early progress came about. But in many important markets
tomatoes are not grown on large, mechanized farms, but by smallholder farmers,
which demanded an entirely different approach.

Take India, for example. Up until 2011, India was importing all the tomatoes used
in processed food; Unilever, with a large local tomato-based brand called Kissan, was
no exception. Tomatoes were being grown locally and used when cooking from scratch,
but the upwardly mobile Indian buyer increasingly wanted convenience food: to meet
its ambitions with the USLP Unilever needed to create a way to source tomatoes that
could be processed for this growing consumer need.

There were several challenges in doing this. Indian farming was made up of
smallholders, growing tomatoes that were low yield, with an unreliable final market,
and of a variety unsuitable for processing. In other words, they weren't very committed
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to growing tomatoes, and were growing the wrong type when they did. To succeed here,
Unilever had to set up a new kind of partnership that would create a secure and sustainable
market for the farmers. It included an alliance with a local partner to set up the first large-
scale tomato processing facility in India, an innovative public-private partnership with
the local Maharashtra government who helped with loans and education for the farmers,
and other specialist partners who would help with agrochemicals and drip irrigation.
Unilever built, in effect, a new ecosystem of support around the farmers throughout the
value chain from farm to factory. At the same time, they still had to persuade the farmers
to change to a new variety of tomatoes, and help make tomatoes a more profitable
crop for them; they solved this partly by establishing a guaranteed buyer in the local
processor, but also by introducing an innovative practice called intercropping, where the
two-foot gaps between the tomato plants could be filled by another crop, such as guava
or grapes. This would mitigate the risk to the farmers and increase their income.

Around 3000 farmers are now part of the scheme. For those farmers tomato yield
has increased 50 percent through better farming practices, and their income has tripled
through the addition of intercropping. Water consumption has been cut through the
introduction of 100 percent drip irrigation, and chemical use reduced through better
education. And Unilever has gone from importing all its tomatoes in India to being
entirely locally sourced in three years.

So the USLP constraint of reducing resource impact is clearly turning out to
have a range of beautiful dimensions to it: across Unilever as a whole, 55 percent
of agricultural inputs are now sustainably sourced—up from 14 percent in 2010; a
million tons of CO, emissions have been eliminated across their system; 85 percent
of their factories send zero waste to landfills; one million smallholder farmers are now
involved in sustainable development practices. In a business such as tomatoes in India,
we can see that the USLP has precipitated an entirely new model and ecosystem, which
is better for the farmers and their families, better for local government, better for
Unilever, and better for the planet. And while investors have been slow to embrace
all that the USLP involves, Unilever’s overall business performance has been strong
since Paul Polman became CEO in 2009. The stock price has doubled, and 2013 sales
were up 4.3 percent and margins 40 basis points.” There are still challenges ahead:
persuading their consumers to change their behavior will require entirely new kinds of
solutions again. But it is impressive progress.
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Sigismondi is very open about the fact that, like
Unilever, he has been on his own journey over the
past few years; he was not initially the confident
transformer he has become. One of the qualities he
has most come to prize, in others as much as himself,
is commitment: a willingness to uncover and
challenge long-held assumptions and to have difficult
conversations. He has employed a Royal Marine
Brigadier to help develop the personal discipline and
commitment of his 250 factory directors who look
for the business opportunities in the USLP. Echoing
the words of Admiral McRaven, he notes, “You have
to get the organization emotionally attached to what
you're trying to do.”

Success factors across the three cases

Far from being the domain of just a few brilliant
individuals with insights applicable only to a few, the
principles described in this book are a vigorous force
for growth in some of the world’s largest companies.
lustrating this with examples from IKEA, Nike,
and Unilever proves that some of the very best use of
constraints is happening inside corporations.

For Unilever and Nike, embracing constraints
has become an engine of growth and transformation,
while IKEA works hard to ensure that it remains that
way in their organization.

The three began the journey for different reasons.
For IKEA, it is simply who they are and who they
will continue to be as they do more to champion “the
many.” For Unilever, it is about becoming a more
responsible global citizen, making their ambitious

Far from being the

domain of just a few brilliant
individuals with insights
applicable only to a few,

the principles of making
constraints beautiful are a
vigorous force for growth in
some of the world’s largest
companies.

growth plans both more acceptable and possible.
And Nike, initially forced to respond to outside
pressure, has come to realize the wisdom in this way
and the competitive edge it gives them.

For each of them, embracing constraints unlocks
solutions that achieve at least two of the following:

*  Enhance profitability.

*  Create competitive advantage.

e Create better products or lower prices for
consumers.

*  Benefit business partner profitability.

* Strengthen ties to communities.

*  Drive the sustainability agenda.

Their ways of doing this are very consistent with
the themes and principles around transforming
constraint discussed in the book so far.
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It’s in the DNA of IKEA, for instance, to ask challenging questions that harness
ambitions to constraints of price, materials, or space. That they create these challenges
themselves as a matter of routine helps them avoid becoming dependent on the paths
and processes that led to previous success, forcing them to find new ones. Rather than
flinching from the challenges, they consider them part of the forward energy in a
culture where those who meet the challenge are lauded.

At Unilever a very big propelling question at the corporate level drives a
whole series of smaller ones, deep into their supply chain and beyond. Finding
answers means interrogating all legacy assumptions, entertaining all kinds of can-
if propositions, including forming ambitious alliances with powerful partners to
change industries. The commitment required to succeed there is as personal as it is
professional.

And Nike, having had no choice but to form propelling questions about externally
imposed constraints, now imposes constraints on itself. It has rethought pretty much
everything in its quest to serve athletes better and uncouple its own growth from scarce
resources.

The success factors appear to be:

* Big ambition and strong intent: propelling questions that are specific, and
have authority and legitimacy.

e Start from the top and empower key people to drive it deep into the
organization.

*  Make it central to the business—part of every executive’s agenda, not a siloed
initiative.

*  Be consistent—boringly consistent: resist the temptation for a new year to
demand a new objective.

* Be willing to challenge and interrogate every partnership, process, and
assumption to discover what’s no longer relevant or legitimate.

*  Know that the benefits and virtuous circles will emerge; accept that you can't
predict what they will be in advance.

* Be a storytelling culture: change the narrative about constraints, define
success through simple stories, make successes easy to pass on. Celebrate your
transformers.
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Note that not everyone will rush to join; not everyone will be inspired to act. Michael
Hay believes that within large organizations there is a different flavor of victim that
he calls the martyr—individuals who gain a kind of status from the apparently
insurmountable constraints that they have to deal with on a daily basis. It is, he
believes, a type of defense mechanism against change of this kind. Sigismondi noted
that there will always be cynics waiting to point to the inevitable failures as proof of
the impossibility of the initiative: leaders must draw on the strength of their conviction
and intent, and celebrate the early victories. Marc Priestley of McLaren admits that
most of his team, including himself, initially thought what Ron Dennis was asking for
was “a pain in the arse,” and getting them past that required leadership. Not everyone
can lead the kind of programs that our three corporations have in place: challenging
long-held conventions, leading can-if thinking sessions, living with ambiguity creating
abundance, and developing a larger narrative around the exercise—these demand
strong, open leadership. Most people are happy simply managing; but management
doesn’t make constraints beautiful.
We'll return to the implications for leadership in our last chapter.

Collective will

Airbus’ Smarter Skies initiative is a five-part plan to deliver a 50 percent cut in CO,
emissions by 2050. The ideas that make up the plan are as boldly innovative as one
might hope: ways to create an eco-climb as planes take off, for example, lead to flocking
flight paths to reduce drag and save fuel, and finish in gliding descents which use the
kinetic energy created in the landing to deliver the onboard power requirements. But
Airbus’ EVP of Engineering, Charles Champion, is clear that delivering these will not
come from the technology and talent of Airbus alone. It will also need to come from
the leading actors of the industry genuinely cooperating between each other with “a
strong collective will.”'¢

One could regard collective will as powerful but intangible. We might think of
some of the notions in Chapter Six about how we can create determination, tenacity,
relentlessness. But Michael Hay helped give this far more tangibility in the diagram on
the following page, and it has proved a valuable tool in forcing the right conversations
at the outset and throughout any process that requires change.
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Figure 8: The elements needed for successful change.
Source: Strategy&; adapted by Michael Hay'”
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Look at the top line of the chart. The four boxes describe the essential elements of
success for any shift in strategy. To create the will to change, we first need the pressure
to change. Without a strong, clearly articulated business case for embarking on a new
direction, the initiative will stall pretty quickly when the going gets tough. We need
to feel the heat.

Then we need a view of where we want to go, and why, which everyone needs to
buy into. Third, we need some confidence that we have the capability and capacity to do
what is being proposed—we may not know precisely how we are going to do it yet, but
we know we have those kinds of capabilities. And finally we map out the practical steps
it will take, with realistic expectations in timing and outcomes. From alignment and
concurrent movement against each of these four factors, in turn, comes collective will.

The brilliance of Hay’s summation is in the four rows below the top one. Each row
lays bare what happens if one of these four factors is not present. Without pressure,
we move without urgency and run out of steam. Without shared vision, we run off in
different directions—the very best outcome of which is that nothing gets done. And
so on.

Unilever, IKEA, and Nike take very deliberate steps to ensure that the conditions
for success across these four boxes are in place. As the U.S. Army notes, hope is not a
method.

Constraints and healthy cultures

In the modern world we don’t need to run to catch food, but we impose exercise on
ourselves for our health. If we succeed as organizations, we grow beyond the reach
of the constraints that initially helped define our decisions, but perhaps we still need
constraints for our continued organizational health. Is Yahoo!’s failure over the last few
years in part a failure to understand which constraints it needed to impose upon itself
to succeed and grow? Can Facebook flourish if it imposes no constraints upon itself at
all? And how will it know what kinds of constraints will most benefit it?

At the moment, we see leaders in successful organizations preserving the health of
those companies by maintaining the kinds of constraints that took them to their current
success. Mojang, for example, is the game-development company behind Minecraft,
the low-tech computer game that has sold 54 million copies, earning Mojang $120
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million in profit in 2013. As they look to develop a broader portfolio, CEO Carl
Manneh is deliberately restricting the size of the development teams. Keeping the
teams small, he notes, not only makes them more agile and faster in making decisions,
but also means they have to create games that are less development-heavy, and won't
require 200 to 300 people to bring them to life. Just like Minecraft.'®

But what if we were able to be more precise than this, in time? What if we were
able to link specific kinds of constraints to specific kinds of organizational health, so
that they became, if not exactly corporate vitamins, still part of a more precise and
disciplined way of preserving the right dimensions of health in any organization?"

It may be a healthcare company that is one of the best examples of this. South
Africa’s Discovery Group is now market leader in South African healthcare, with over
50 percent of the market. Their Vitality program is at the heart of their healthcare
offer; its success driven by the insight that the way to lower healthcare costs is to keep
people healthy. They then ally with partners to give members big discounts on activities
that benefit their health, such as gym memberships and preventative screenings. One
of the most successful of these partnerships has been encouraging their members to
eat healthy food. If one of their members walks into one of the two largest retailers in
South Africa today, there are around 12,000 items which they can get at a 25 percent
discount—flagged both at point of purchase and on the till receipt—because each
represents a healthier way to eat.

Global CMO Hylton Kallner says they keep their edge by deliberately introducing
constraints into the questions they ask themselves.® The deep discounts created for
members on healthy food, for instance, owed much to the way that they framed the
initial question: they didn’t ask “How can we encourage our members to eat more
healthily?” but “How can we give our members healthy food for free?” It was the
constraint-driven stretch in the framing of this question that helped them arrive at
the partnerships and at the impact of the solution. They make a habit of “setting
impossible goals and settling for mildly impossible solutions” even now; if they dont
continue to retain an insurgent mindset, says Kallner, they risk both losing relevance
and failing to progress for their customers and for society.
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CONSTRAINT-DRIVEN CULTURES: CHAPTER SUMMARY

Finding opportunity in constraints isn't solely the preserve of brilliant individuals
operating outside the strictures of the corporate world. Some of the best examples can be
found inside the three very large companies we explore in this chapter.

From inception, IKEA has made the most of very little, reflecting the values of its
founder. With a habit of asking “impossible questions,” Ingvar Kamprad ensures that
IKEA never forgets that making expensive things is easy, but making things that last and
are affordable is hard. IKEA was born of constraints and has embraced them ever since.

Nike, though one of the world’s most innovative companies, initially responded as

a victim when forced by NGOs to examine its practices. Then one constraint after
another prompted a better solution than before, and Nike began proactively seeking out
constraints as stimulus for innovation. Nike now sees its capability to do this as a long-
term competitive advantage.

The Unilever Sustainable Living Plan seeks to reinvent the model of what a major

corporation must be in a future of scarce resources. To do so, it is challenging long-
held assumptions in its business, creating bold new alliances, reshaping industries, and
creating virtuous cycles that benefit farmers, producers, and Unilever alike.

These three different businesses had different start points and different journeys, yet
have all ended up operating at the threshold of transformation. It is possible for big
companies to create constraint-driven cultures.

Success factors include strong direction from the top, to lend authority and legitimacy
to challenge paths; big ambitions and specific constraints integrated into core business
strategies; responsibility among all leaders who stick to the task over time; preparedness
to live with ambiguity; culturally embedding compelling stories around constraint-
driven success.
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SCARCITY
AND
ABUNDANCE

Why this capability is so important to all of
us today

THIS CHAPTER FOCUSES ON:

1. Will the future be 2. Why will constraint- 3. Why is it so important
characterized more by driven problem solving be to develop this capability
scarcity or abundance? an inevitable part of the more broadly and not just

future? leave it in the hands of a

chosen few?
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These are, to echo Dickens, the best of times and the worst of times.

On the one hand, scarcity is, for good reason, at the top of many political and
business agendas. The pressures of an increasing population and developing economies
on finite or diminishing resources have led some to dub this the Age of Scarcity.! While
the field of economics has long been said to be, at its heart, the science of scarcity,
the very real constraints the world needs to address give this a new emphasis. Indeed,
they are largely constraints to which we are already too slow to respond (if they can be
solved at all). As such, they threaten to become the definers of individual, national, and
global progress—or regression—for the next twenty years.

Abundance, on the other hand, is a post-scarcity mindset that some suggest is
now within reach. Abundance is about multiplying opportunity and ambition with
new capabilities emerging today, such as the immense power of technology, and the
global networks increasingly connecting people and ideas. You may have experienced
this yourself, in ways big and small—faster transactions enabled by massive computing
power, or a wealth of insights from the far-flung corners of your organization, like
PHD’s Source, for instance. The Age of Abundance insists on grounds for optimism,
and the possibility of more for everyone. We are, they say, looking at this the wrong
way round.

While the nature and consequences of the scarcity—abundance debate are being
articulated most energetically at the global level, as we saw in the brief discussion in the
introduction, it is also a lens for personal and organizational progress as well. Do my
300 new Facebook friends represent abundance, a thriving, valuable community, or a
squeeze on the time I have to spend face to face with the two people who matter most?
Do the plethora of new channels connecting me to customers represent an exciting
opportunity, or are they the overload to be sacrificed in order to implement this year’s
initiatives? Are all the educational programs available on my tablet a wonderful tool
for me to help my daughter with her Mandarin, or one more way to add to our already
overscheduled relationship?

This bigger picture is a critical context for our exploration of constraint-driven
inventiveness. Whichever of these two worldviews we assign more significance to,
they will, in the very near future, have a profound effect on us personally, on our
organization, and on the planet we share. And they will also be a critical context for
whether, where, and how we intend to be a transformer, neutralizer, or victim.
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But making a choice between the two at all is, of course, too binary. We'll make the
case here that all of us live at the nexus between scarcity and abundance at each of these
personal, professional and global levels. How we manage that nexus, and in particular
how well we develop the capability to make constraints beautiful, will determine how
well we progress.

But first let’s explore the arguments on each side of the scarcity and abundance
debate, focusing primarily at the global level.

Scarcity vs. Abundance: Examining the arguments

Are we in the Age of Scarcity ... ?

To read the news today is to sink into an abyss of torturous limitations: wars and
political instability over scarce resources, overpopulation, mass unemployment, food
and water shortages, climate crisis, bankrupt education systems. These concerns are
becoming central to our thinking in boardrooms, schoolrooms, and parliaments
around the world. Our continued prosperity, and possibly even survival, depends on
our ability to address them.

The scarcity worldview argues that we once had abundance in the developed world,
but those days are gone. As the developing world aspires to the same standard of living,
it puts even more pressure on already scarce resources. So the Age of Abundance is over,
and we are now living in the Age of Scarcity.

Paul Polman, Unilever's CEO, declared definitively in the pages of the Harvard
Business Review:

We have reached the end of the era of abundance ... we are already consuming
1.3 times what the planet can replenish this year—and the forecast for ner global
population growth of two billion by 2040 will only worsen the situation.?

The World Wildlife Fund claims that if everyone on earth consumed like Americans,
we'd need the resources of three planets to feed the demand. And because the rest of the
world is starting to do just that, the price of those resources is dramatically on the rise;
after a steady decline over the last hundred years, almost every commodity has doubled
or tripled in price since 2002 alone.’ Eighty-five percent of the world’s fisheries have
been pushed up to or beyond their biological limits.* In a 2012 report, the U.S. security
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establishment suggested that water shortages will “contribute to instability” in states
important to U.S. National Security.’

Can we come back from this? Saul Griffith, a material scientist and MacArthur
Genius, says that even if we built what he calls Renewistan (an area of land half the
size of the United States that, when covered in renewable energy sources, could power
today’s global economy), “It is not accurate to say we can still stop climate change ...
we are now working to stop worse climate change, or much worse than worse.”® The
impact of climate change on agriculture will be profound, with the prospects for huge
and chaotic displacements of populations due to famine. More scarcity lies ahead.

Scarcity scenarios are chilling. Table 4 gives an oversimplified but digestible at-a-
glance view of how scarcity is shaping today’s world, creating serious impediments to
our ability to prosper and progress. In recent years, commentators have started moving
beyond the sustainability narrative to discuss resilience: it is no longer about sustaining
what we have, they argue, but about our ability to adapt to changed circumstances
while fulfilling our purpose—an essential skill in an age of unforeseeable disruption
and volatility.”

... or the Age of Abundance?

The more optimistic worldview of abundance can be glimpsed in venues like TED,
PopTech, and Fast Company magazine, offering the belief that we can and are
fixing our messes—that we are on the threshold of a new era of technology-enabled
transformation. The high priest of this view is Peter Diamandis, who, with Steven
Kotler, wrote the book Abundance, in which they detail all the ways we will soon
be able to exceed the basic needs of everyone on the planet, much of it enabled by
technology:

Progress in Al, robotics, infinite computing, ubiquitous broadband, digital
manufacturing, nanomaterials, synthetic biology and many other exponentially
growing technologies will enable us to make greater gains in the next two decades
than we have in the previous two hundred years.®

In this future, the story goes, we'll turn algae into global fuel, lend a fiver to each of the
world’s poor, turning them into wealth-creating entrepreneurs, and make ocean water
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Scarcity Scenarios

Population: We’ll be nine billion by 2040. How will we feed, house, and educate everyone? We already have
resource wars and populations displaced by huge infrastructure projects. People will retrench into ethnic and
tribal groups, and be prepared to fight for what’s scarce.

Food: Bio-fuel crops squeeze agricultural land use just as growing populations need it for homes; increasing
use of fertilizer ruins already depleted soil; biodiversity and crop yields collapse.

Energy: Cheap oil is getting harder to find. Emerging economies bid to grab what’s left, driving up prices.
Fracking is a short-term win with devastating environmental impact; renewables have yet to deliver on their
promise.

Climate Change: Burning more carbon hastens our demise. A disturbed climate creates massive agriculture
failure, displacing people due to famine and rising sea levels. The world experiences refugee problems on a
huge scale.

Water: Population growth drives huge demands for water; producing more food and more products, along
with a warming planet, creates droughts. Water wars break out.

Economy: Stagnation drags on in mature economies. It’s structural, not cyclical. No new jobs. Wage
pressure increases. Workers struggle to lift themselves out of poverty. Retiring boomers strain underfunded
social services. Underfunded schools limp along. Unrest develops.

Health: In the global north, pressure to create cheap calories as food demand increases creates more ill
health. Heavy pesticide use drives incidence of cancer higher. Strained healthcare systems are stressed more.
Costs spiral. In the developing world billions still don’t have clean water or mosquito nets.

Connection: We exhaust ourselves working longer, harder; multitasking makes us dumb as we try to do it all.
We become disconnected from others and ourselves.
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Abundance Scenarios

Population: Violence is already in decline and will continue as civilization pacifies and prosperity spreads.
The web democratizes education, and the educated have fewer children. Population stabilizes. Better-
connected people understand and share more. More solutions emerge from connected minds.

Food: Genetic engineering, hydroponics, aeroponics, and agroecological practices create leaps in
productivity. Vertical farming solves distribution issues, is immune to weather, and powered by local feces.
Meat is grown in-vitro.

Energy: Renewables and smart grids pay off. Solar decouples from silicon, becomes more efficient by
powers of 10. As does wind. Algae and Gen IV nuclear in the mix, too. Non-carbon power is cheap and
plentiful, powering breakthroughs in other areas.

Climate Change: A cooperative and resilient population leverages breakthroughs to mitigate the worst
consequences of climate change. We squeak through, adapt, and endure.

Water: The planet is mostly water. De-salinization plants driven by cheap energy turn salt water into fresh
water. Portable distillers help make wastewater potable, too.

Economy: Distributed manufacturing (3D printing, robots) creates a new industrial revolution, thousands
of start-ups, and local jobs. Education gets Khanified, hacks multiply effectiveness, creating a supply of
inventors to sustain abundance. Developing countries develop mature, stable economies. The bottom of the
pyramid prospers.

Health: Scientists produce food that heals. Genome sequencing leads to customization of medicine. Robo-
nurses take care of the elderly. Fitness hacks yield impressive results. Cleaner water and better distribution of
meds make progress against disease, and SMS use prevents spread. Polio and malaria are eradicated.

Connection: The hyperconnectivity of the web serves to bring us closer to each other, working on the
issues that count. A global mindset emerges; we choose to pursue abundance together.

Table 4: Scarcity and abundance scenarios’
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fresh enough to irrigate plants in giant greenhouses
in the desert (see page 202: Transforming a Desert).
And the case for abundance is underpinned by
the immense power of exponential growth in
technology. Moore’s law, for example, (see page 47)
has driven the remarkable breakthroughs we've seen
in personal computing and the development of the
World Wide Web, and, the disciples of Abundance
claim, we are about to see similar exponential growth
in other technology-related domains. The price of
DNA sequencing is falling in line with exponential
growth in processing power, opening up the prospect
for more timely, accurate, and personalized medical
making healthcare vastly more
efficient. Or look at energy. Solar power costs have
been steadily falling 5 to 6 percent a year, while
capacity has been increasing at 30 percent a year;

interventions,

at some point soon, some experts suggest, both of
these factors will drive explosive exponential growth
in solar, which could see us source all our energy
needs from the sun within two decades. By that
account, energy abundance and a carbon-free future
are within reach.'

Developments like these may seem far off. But
it’s in the nature of exponential growth to surprise
us—at first the constant doubling of growth is off
a small base, and trends appear linear. And then,
boom!—the doubling of larger and larger numbers
results in the classic hockey-stick growth curve;
seismic change will come sooner than we think.

Once something like that happens in energy,
this argument says, the knock-on effects could be

genuinely world-changing. With abundant cheap

Developments like these
may seem far off, but it’s in
the nature of exponential
growth to surprise us.

energy, water scarcity becomes less of an issue, thanks
to lowering the cost of desalinization. Abundant
salt water becomes fresh water. This leads to better
hygiene, helping solve a broad range of health issues,
which brings stability to societies and a base from
which to progress. Cheap energy reduces the burden
on children in developing countries to collect wood
for fuel and brings light for their studies at night,
which improves education, which relieves poverty,
which reduces the birth rate, which frees women to
join the workforce, which empowers millions and
builds economies. Entire systems of constraints can
be transformed once that first domino falls. If that
first domino is cheap, renewable energy, then we will
create the kind of abundance that cheap, abundant
oil once created.

As the above example shows, the forces
of abundance arent only a developed-world
phenomenon. Even basic connectivity can have
a huge impact on a farmer today if they can call
ahead to find out when milk was last delivered to
a village, and hence how high a price they might
be able to get there. In Kenya, the ability to make
payments using the simple technology of a feature
phone through M-PESA has made a huge difference.
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A system introduced to enable cashless micro-financing in rural villages, where the
SIM card acts, in effect, as an ATM card, it has also reduced robberies in Nairobi
slums, for example. With Kenyans finding all kinds of new value in even this simple
form of financial connectivity, 60 percent of Kenya’s electronic financial transactions
are now through M-PESA."

All around the world, people are arming themselves with the knowledge they need
to solve problems. Empowering what has become known, colorfully, as “the BoP”
(the one billion people at the bottom of the pyramid) in this way, allowing them to
participate in the economy more productively by identifying and solving their own
problems, will be a further driver of abundance.'? This group can be resourceful, creative
entrepreneurs as well as potential consumers, and a whole new world is opening up
for them with access to knowledge through technology. Professor C.K. Prahalad has
argued that we must stop thinking of people in the developing world as victims and
join them as they transform their world for the better. And as we saw earlier, the notion
of reverse innovation proves that not only are people in the developing world helping
themselves, but their ideas help the developed world, too.

Diamandis puts huge faith in the entrepreneurial spirit to solve the problems of
today. As the founder of the X-Prize—a series of high-profile, public competitions
intended to encourage technological development that could benefit mankind—he
points to the relatively short eight years it took from the announcement of the Ansari
X-Prize to seeing the first-ever private space flight as proof of a powerful do-it-yourself
ethic that is energized and enabled by exponential technological change.

Such audacious private missions simply weren’t possible a few years ago. Yet now
a group of highly motivated, maverick inventors and entrepreneurs across the globe
is taking on some of our biggest challenges (and biggest industries) and arriving at
entirely new kinds of answers. With the audacious automobile start-up Tesla, Elon
Musk is using his PayPal millions to prove that electric cars are not only viable, but also
highly desirable; while it’s still too early to declare victory, Tesla has opened the world’s
eyes to what is possible with zero-emissions vehicles. Richard Branson’s Virgin Atlantic
has partnered with LanzaTech to create jet fuel out of captured carbon, and aims to
cut emissions of its fleet by 30 percent even as it grows globally.” And Jeff Bezos wants
to deliver our Amazon boxes via drones, not diesel-powered trucks. You wouldn’t bet
against him.
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Transforming a Desert

From 2007 to 2008 there was a global food
crisis. Droughts in many parts of the world and
the commodity speculation that followed pushed
prices up, and riots broke out in Mexico over
the price of tortillas. It was a glimpse into a dark
future. As the climate warms, droughts become
more severe, the food supply less stable, and the
chance of major disruptions is high.

In the most recent crisis, Saudi Arabia banned the
export of poultry, potatoes, and onions to Qatar.'
In Qatar there are no rivers, no lakes, and annual
rainfall averages 2.9 inches. It is almost impossible
to grow anything. Oil has made it the richest
country in the world, but in 2008 it couldn’t find
food to buy. Constraints come even to the wealthy.

But money can fund ambition. And the ambition
of Qatar’'s National Food Security Program
(QNFSP) is to produce half its own food within
twelve years. It comes with a $30 billion price
tag and a lot of constraints. Average summer
temperatures reach the low 40s Celsius. Officially
only 1 percent of Qatari land is arable. And oil
wealth has swelled the population to 1.8 million
people. While there is plenty of salt water in the
Gulf, burning oil to power today’s desalinization
plants doesn’t make sense when carbon is one
of the major contributors to climate change—and
drier deserts—in the first place.

In aremarkably ambitious piece of can-if thinking,
Qatar sees opportunity in these constraints.

All that sun is a godsend if you’re thinking
about the possibilities of solar, and yet the 753
megawatts required would cover the equivalent
of 2000 soccer fields with today’s panels. So the
search for more efficient solar solutions—already
underway in many corners of the world—now
has a new patron. New desalinization plants
are expected to be in place by 2025, providing
abundant fresh water from the Gulf, powered
entirely by solar.

The water produced will be used to irrigate
the roots of plants engineered for maximum
productivity. The QNFSP looked at 400 crops
to assess which ones would work best in their
conditions. The goal is to grow five times the
amount of produce on the same amount of land
using 30 percent less water.

Still, the country needs farmers to make the
system work. To meet the need, Qatar is investing
heavily in education. They also need supply-chain
management skills, sewage treatment expertise,
and more. If successful, the QNFSP will birth a
new knowledge economy, transforming not just
their energy supply, but their economy, and
possibly their culture, too.

Today, 68 countries are considered too arid for
agriculture, a number set to grow as climate
change increases desertification in arid areas. All
of them are watching Qatar.
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Alongside, successful billionaire philanthropists are using their wealth to address
scarcity-driven issues in other ways. The Gates Foundation is, among many other things,
playing a major role in eradicating polio and malaria, diseases that seriously hinder
progress in the developing world. The Skoll Foundation funds world-changing social
entrepreneurs like Global Witness, who aim to expose corruption and environmental
degradation around natural resources. Omidyar Networks are funding big bets
in education. These entrepreneurs see themselves as change agents as significant in
the wider world as they are in their own businesses. Eradicating disease, addressing
corruption, and hacking education are just a few ways they hope to address scarcity
and create abundance.

So these factors are driving the abundance worldview: entrepreneurs around
the world, enabled by the exponential growth of technology, aided and abetted by
disruptive social innovation, and funded by billionaire philanthropists, will help us
leave scarcity behind forever.

The interdependence of Scarcity and Abundance

A rather binary, pick-one-worldview smackdown is how this debate is typically
presented, especially in the West, where there is a tendency to simplify complex issues
into two-sided arguments. We need, though, a more integrated way of thinking that
recognizes the interdependencies and the truths on both sides. Let’s consider, for
instance, what can happen when abundance becomes overabundance.

Look at food. Over the last few decades, we have increased supply and lowered the
price of food significantly, using a combination of technologies (fertilizer, pesticides,
and industrial farming) to produce cheap calories—only to find that we've inadvertently
created an obesity crisis, itself a scarcity of wellness and longevity. Or look at the modern
car: built by state-of-the-art manufacturing, loaded with technology, its good value has
led to an overabundance, which in turn has led to congestion (making time more scarce),
pollution (making air quality scarce) and suburban sprawl (making community scarce).
Or consider over-parenting in affluent circles. We're learning how a child raised on
excessive possessions and praise, given every opportunity, protected from failure or even
disappointment, can fail to develop a true sense of self. Not knowing how to cope, some
of these children develop depression, anxiety, and eating disorders. Finding that line
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between being intrusive and involved, between laying
down the law and allowing for autonomy, defines
parenting in an age of abundance. “More struggle”
is one psychologist’s prescription for a healthy and
happy childhood: the imposition of constraints, she
believes, builds character."

Think of the relationship between abundance
and scarcity as an infinity loop. Abundance is not a
self-reinforcing virtuous cycle—it leads to new forms
of scarcity. And the ability to unlock the possibility
in constraints, in turn, opens up new forms of
abundance.

ABUNDANCE
O

Figure 9: The scarcity and abundance loop

This is true in our personal lives, too. If you
are anything like us, you are both thrilled and a
little stunned by the abundance of the connection
economy and its side effects. There’s nothing new
about information overload at work,'® but Scarcity,
by academics Sendhil Mullainathan and Eldar Shafir,
discusses what happens to us when confronted by
it." They looked primarily at the disabling effects
of poverty or dieting on people’s decision making,
but made the case that a mind confronted by too
much work and email exhibits similar patterns to

one desperately short of money: scarcity captures
our attention so fully that we find it hard to focus
on other things. The metaphor were all familiar
with is that of bandwidth. Lack of bandwidth may
make us less insightful and less forward-thinking,
the research says: scarcity of time can create tunnel
vision (or tunneling) that inhibits our ability to
make good decisions. There is, of course, also a
benefit to time scarcity. Recall Dan Wieden’s love of
a deadline to focus the mind? The science supports
that, too. Where the benefits of being laser-focused
end and the costs of tunneling begin is not clear, as
the Scarcity authors admit. People will have different
tolerances and different preferences, though, as the
authors point out, we cannot infer preferences from
behavior: tunneling isn't a voluntary behavior.

Even the so-called digital native has a love/
hate relationship with the abundance we have
today. While we attend to our Instagram feed, and
Twitter, Medium, Jelly, Tumblr, Spotify, Facebook,
FaceTime, Snapchat, Pinterest, email, and texts, we
squeeze out the way human beings are really wired to
connect: face-to-face—it’s something we genuinely
need. The recent cultural phenomenon known as
phone stacking—where at dinner friends place their
phones in a stack on the table to prevent each other
from checking them obsessively, and the first one
to do so picks up the tab—is one solution to the
overabundance of digital connection. We're trying to
get the balance right.

And most of us know by now that we cant
deal effectively with all the incoming information
by multitasking. This turns out to be pure fiction
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as a productivity hack. It may help us feel productive—giving us lots of little hits
of dopamine every time we deal with an email or a tweet—but all we're doing is
inefhiciently moving back and forth between tasks quickly, or splitting our attention
between them and doing each significantly worse.'® Studies show that multitasking
diminishes cognitive skills more than being high on marijuana or losing a nights
sleep.”

What's more, being able to fully disconnect periodically is such an essential part of
the creative process that we may actually be making ourselves less, not more, creative
with this flood of information that needs to be dealt with outside of normal office
hours. We can, it seems, be victims of abundance as much as scarcity—the personal
equivalent of the resource curse, if you will.

No wonder that all of this, in an era when leaner post-recession staffing is the
new normal, may actually be contributing to a culture of burnout, not breakthrough.
An alarming 70 percent of employees say they have no time for creative or strategic
thinking at work.? This is something we will return to when we address leadership in

the final chapter.

Flowing the other way: what turns scarcity into abundance?

So characterizing ourselves as primarily living in the Age of Scarcity or the Age of
Abundance is to misunderstand the relationship between the two. They are interrelated;
we live in both. Abundance is not a smoothly self-reinforcing loop of good: it generates
new, often-unintended forms of scarcity. The resource curse is one instance of this. And
“problems are the answers to solutions,” as economist Brian Arthur points out. Our
solutions have a tendency to create new challenges for us to solve.”!

So far we have examined only the flow from abundance to scarcity in our infinity
loop. But of course an infinity loop comes back the other way, too, and the evidence
accumulated in these pages shows that there is also a rich potential flow from scarcity to
abundance. Constraints, and our ability to transform them, sit right at the intersection
between scarcity and abundance. The ability to make constraints beautiful can be the
valve that opens up the flow from one to the other.

Look at drip irrigation, such as that developed by Netafim: a response to water
scarcity that increases productivity from the same finite acreage of farmland—and with
it a domino effect of accompanying benefits, from food security and political stability
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Constraints, and our ability
to transform them, sit right
at the intersection between
scarcity and abundance.

to how women can spend their time when they are
not having to walk miles to collect water. Look at
how the scarcity of natural resources in Taiwan
led to the creation of a new kind of abundance
through education, and the economic prosperity
that followed. Look at how London 2012’s lack of
digital signage opened up the opportunity for more
entertainment, a chance to add more pleasure to the
spectator experience in the Olympic and Paralympic
Park, with a more positive outcome for the London
games overall. In each case, it was a constraint born
of scarcity that started a new virtuous cycle spinning,
creating abundance.

We all need to start

The subtitle of this book proposes that transforming
limitations into advantages is everyone’s business
now. This is a unique moment in history, with the
drivers of scarcity and abundance coming together
as never before, presenting us all with a unique set
of challenges and lending even greater urgency to
the theme of this book. We will continue to progress
only if we develop a more widespread capability to
make constraints beautiful. We must all learn to
transform the challenges of scarcity into yet more

opportunities for progress—to keep the flow going
around the infinity loop.

We can’t all work at the scale of the billionaires or
the abundance prophets. But we can’t simply wait to
see if they will take care of all the issues for us, either.
We can start in our own lives, in our own businesses,
with our own families—changing our responses to
constraints, starting to see opportunities where we
might once have seen only limitations. We can start
small, in our own ways. But we must start.

We should not underestimate how much
intention and commitment this will take. Just as
dieters tend to think about food at the expense of
other things, and the poor make bad decisions
because they are worrying so much about money,
it’s not always easy to see what’s most important to
work on when you already have more than enough
on your plate. Given how likely people under stress
are to default to the victim mentality, how likely are
we to go hunting for constraints of our own volition?
Perhaps our biggest constraint is ourselves.

So we will need the kind of leadership we've
seen at McLaren, LPS, Southcentral Foundation,
Nike, and Unilever to set the agenda and to keep
us honest. And we'll need the mindset, method, and
motivation.

In the next chapter, we will summarize how this
all works together.
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SCARCITY AND ABUNDANCE: CHAPTER SUMMARY

This is a unique moment in history, defined by this question: “Is this the Age of Scarcity
or the Age of Abundance?”

Reviewing the arguments on both sides at the personal, professional, and global scale
reveals that we always live at the nexus between the two—scarcity and abundance are
more accurately seen as an infinite loop, one side constantly feeding and stimulating the
other.

At the global scale, the Age of Scarcity is characterized by increased competition for
diminishing resources from growing populations and developing world economies.

Commodity prices are spiking, water is scarce, we're over-fishing the seas. We need

massive changes to accommodate increased demand.

In the Age of Abundance, however, we're more connected and share the enormous power
of new technology, enabling the bottom-billion people as never before, and facilitating
the reinvention of business. We could invent our way out of scarcity.

At the personal and professional level, abundance is thrilling in the connections and
opportunities it brings. But when it becomes an overabundance, it creates scarcity of
time and attention in the face of limited personal bandwidth, leaving many of us too
busy to be strategic or creative.

Some believe others will solve problems for us. But this is a dangerous proposition.
Given the magnitude of some of the issues, and their pervasiveness in all corners of
business, we'll need a greater and more widespread capability to turn constraints into
opportunity, in all ways, big and small.
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MAKING
CONSTRAINTS
BEAUTIFUL

How to use the ABC approach

THIS CHAPTER FOCUSES ON:

1. What might be a simple
and easy way to use what
you learn from this book?

2. What would be a more 3. Can we summarize the
formal and disciplined way different types of benefits
to use this approach with a that constraints stimulate?

larger team?
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How constraints can transform the way we think and behave

We have come a long way from the optimistic but vague generality of “every cloud
has a silver lining.” The cases we have seen have opened up a rich variety of ways in
which constraints, whether externally or self-imposed, stimulate better outcomes and
solutions.

Constraints are not the forces of regression or punitive restriction we tend to think
of them as. On the contrary—they are liberators of new possibilities, and we need to
have a completely new kind of relationship with them. Their apparent limitations force
us to question, surface, and challenge assumptions that, while they might have been
reasonable once, are no longer useful strategic foundations for us. They push us to think
of what we do or offer in an entirely new way, offering up a fresh and fertile perspective.
They impel us to behave differently—amplifying, simplifying, dramatizing. They make
us search for and find primary solutions in secondary or unconsidered areas. They
drive us to create new kinds of alliances, develop new kinds of capabilities. They are
parameters that have the potential to expand, not constrict.

Table 5 summarizes some of the key benefits we have seen constraints stimulate in
the cases we have explored. It cannot hope to be definitive, and it doesnt include, for
example, the focused energy that working with clear constraints releases. But it does
give some sense of the range of potential ways in which constraints can open up new
perspectives and possibilities.

The virtuous reader who has read the book cover to cover, and spent some time with
the cases, will point out that some of the specific examples could be categorised in more
than one box; this is true. The complex sequence of can-ifs precipitated by Taiwan’s
constraints clearly occupy a number of these boxes, but even a single constraint (such
as Formula One’s loss of tobacco sponsorship), if the implications are big enough, can
stimulate a number of these to be explored for potential benefits at the same time.
Constraints will force us in many directions. They can work in a range of ways and
open up a number of different vistas.

Why inventiveness is as important as innovation

We have said that we want to champion inventiveness, rather than innovation. While
successful innovation is obviously essential to all enterprise, it has become too elitist in
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Constraints stimulate us to:

Productively question...

...what in our past/present is holding us back?
...what really matters today?

...whether entirely new possibilities exist?

Rethink or reframe...

...how we think about the challenge.
...how we see what we have.

...how we define success.

Find the benefit in
subtraction by...

...making what we have work harder (efficiency).
...eliminating the unnecessary/superfluous.

...making simple better than complex.

Find new ways to
augment by...

...amplifying what we already have.
...adding something new.

...forming new partnerships.

Find or create new
kinds of solutions...

...within what we already have.
...by elevating the overlooked.

...in entirely new and unexpected places or ways.

Build entirely new systems or

business models in the form of...

...new virtuous cycles.

...new ecosystems.
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For example:
Unilever’s tomatoes, back-end language
citizenM

Aircraft carrier, Hévding personal airbag, SAB barley

LPS and ExitTicket, Audi Le Mans

SCF customer-owners, FIFA 13 waiting, Taiwan’s people as a natural
resource

Nike’s water-based glue

McLaren
Hue color-only salons, food trucks

Google homepage, Mojang

Jagger, Industrial Theatre
London 2012, Zappos, Mario

Virgin America, Airbnb photographers, BrewDog (crowdfunding), ColaLife

FNB, PHD Source, M-PESA
Heineken France, Air New Zealand, Warby Parker

Surf, Nike Flyknit, Air Max 360, IKEA table

Netafim, Unilever palm oil

Rent the Runway, Taiwan education system

Table 5: Key benefits of constraints
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We need another way

of thinking and behaving
inventively that sits
alongside innovation.

concept and practice to be a useful word for us
here. We need a complementary concept to the
“this-is-difficult-that’s-why-we-have-a-special-
department-of-really-creative-people-who-do-it-and-
not-everyone-is-really-creative-like-them” culture of
innovation. We need another way of thinking and
behaving that sits alongside innovation in ourselves
and our organizations, one that is more democratic,
that is accessible, important, and possible for all, and
that is understood as a powerful and exciting way of
responding to and transforming apparent limitations
into sources of beautiful opportunity. This concept,
we propose, is inventiveness.

Inventiveness, and the small and big breakthroughs
it generates, will be at least as important as innovation
to the future of what we do and how we progress.
It will be the thousand small ways in which people
throughout the company find new sources of
possibility in the weekly challenges they face. It will
be the structured question (“What is the constraint
we need to make beautiful?”) introduced at the heart
of the team plan for next year. It will be a leader’s
propelling question that prompts us to challenge
our own path dependence and open up new ways of
thinking about how to grow.

And if it is to work like that, it will need to be a
capability that we talk about, celebrate, and actively
develop, in ourselves and in our teams.

Can all constraints be made beautiful?

In Chapter Eight, we saw that in their analysis of the
psychological effects of scarcity, Mullainathan and
Shafir observed how scarcity can completely capture
the mind, creating a tunnel vision that leads to
poorer decision making, and behaviors that make the
situation worse—a vicious cycle downwards.! Their
studies suggest this is not only true of the poor, but
of people who feel scarcity of any kind. How does
our emerging, optimistic view of the opportunity in
constraints sit with this?

Our focus here has been on less extreme situations
than are the focus of much of Mullainathan and Shafir’s
work. A Beautiful Constraint is not intended to be an
answer to fierce austerity, or grinding poverty, or the
isolation of extreme loneliness or locked-in syndrome.
There are constraints so severe that saying that everyone
has the ability to find opportunity in them would be

wrong, and beauty an inappropriate word.

Yet a thoughtful optimist would, even here, note two
key points:

* Even in these very difficult circumstances,
remarkable breakthroughs are starting to be
made, in big and in small ways: revolutions
in education quality in the most deprived
areas, microcredit-financed entrepreneurial-
ism, turning waste into energy, creating free
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light through soda bottles, the domino effects of drip irrigation and more
productive farming practices. And of course the can-do spirit of India’s Jugaad
sees small opportunities everywhere, and not simply in their famous diesel-
powered carts. A friend in Mumbai talked of a man in the city cycling to his
job as a manual laborer each day without a power source at home to come
back to. By putting a small generator on his bike, he charges it enough to
run a light bulb for the rest of the evening when he gets home. He uses his
commute to transform his evening.” While no one should romanticize poverty,
especially the conditions in India’s slums, there is room for invention here, too.
After visiting Dharavi, a slum of Mumbai, the Economist noted that they are
“vibrantly and triumphantly alive ... everyone is working hard and everyone
is moving up.”

* 'The person most affected by the constraint will not always be the person best
placed to see the possibility in it. Hence the importance of external groups like
the d.school, who aren’t directly impacted by the constraints themselves, and
come with different skills, able to see the possibility as well as the constraint,
even in some of the most challenging circumstances.

There are some constraints so severe, then, that they sit outside this discussion. But
those are not the ones most of us face, and not the ones that will define our progress;
they are not those that we currently feel victim to and most need to transform. And
yet, even there, the human ability to find potential in those most straightened of
circumstances remains one of our most uplifting qualities.

A series of strategies: Working with the ABC approach

We saw that key spurs of our ability to be inventive in this way, to find fertility in
constraint, were the scale of our ambition and our emotional investment. There were
sequenced stages that each of us potentially goes through in response to a constraint:
the victim stage (where we react to the constraint as a necessarily limiting force), the
neutralizing stage (where we refuse to accept that the constraint needs to limit us, and
find ways to reduce or nullify its apparent restrictions and still deliver our ambition),
and the transformative stage (where we use the nature of the constriction as an offer to
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explore new kinds of solutions altogether, ones that
take us to a stronger position than before). It is the
capability to move ourselves and our team into these
second and third stages that allows us to be inventive
and make constraints beautiful.

Trevor Davis, a distinguished engineer at
IBM, observed that creativity is simply a series of
strategies. Rather just than an innate ability (“she is,
he isnt, we are, they’re not”), it is a series of learned
approaches. Inventiveness, as a particular type of
pragmatic creativity, is no different. A number of the
protagonists and organizations we have looked at,
after all, were not confident in their ability to answer
the questions asked of them, but new possibilities
opened up as they moved through the series of
strategies they undertook to tackle them.

At the heart of changing our approach towards
constraints is changing our core question about
them. Simply having a framing orientation of “How
can we make this constraint beautiful?” (or even
“Where might be the beauty in this constraint?”) is
in itself a change of attitude that is more likely to
lead us to see the potential and the opportunity in
our situation or challenge.

Our ambition has been not simply to offer
inspiration, but to start to derive just enough
method to help a team explore the transformative
possibilities in a constraint. The thinking and tools
we have laid out are designed to be able to be both
modular (usable on their own in different stages at
different times) and able to be used at either a simple
level or a more rigorous and detailed one (as part of a
disciplined strategic exploration, for instance).

Our strategic planning
process for the year ahead
could include a new question:

What is the constraint we
need to make beautiful?

At the end of the previous chapter, we talked
of the importance of commitment here, and how
it will take real focus and leadership to unlock the
possibility in our biggest constraints. Nevertheless,
there will be some kinds of lower-level challenges
for which we don’t have to embrace the entire ABC
process in order to get some of the benefits of it. So
we can take the overall approach on our own terms,
and choose the level at which we want to apply it,
ranging from simply reconsidering the way we see and
talk about constraints to implementing much more
far-reaching programs of capability development in
our organization. How we apply it will depend on
our starting point:

A. A spur to look at constraints differently

The starting point: “1 agree with the principle, but I
74 g p p

don’t need all the details: I want to use it as a basic

orientation, not a process.”

How to use it in this case: Each of us is forced to confront
constraints on a regular basis. You can use the book
and the stories within it simply as inspiration to look
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beyond the initial, natural reaction as a victim, and focus instead on the possibilities
that the constraint should make you think about. Recognizing where you tend to start
and stop within that sequence of stages (victim, neutralizer, transformer), and being
encouraged by seeing others doing much more than this, is valuable in itself.

How we change our language can also make a surprisingly large difference. Recent
learning has made all of us more aware in recent years of the value of nudges in changing
behavior,* and how we frame questions has long been understood to be a key part of
stimulating better outcomes.” Simply getting people accustomed to asking “How can
we make this constraint beautiful?” will start to help initiate different kinds of thinking
and behavior. (What it won’t do on its own, though, is drive tenacity further down the
road if the going gets rough.)

B. Taking two or three simple principles into everyday use

The reaction: “Two or three of these thoughts really resonate; I want to explore using
them and see how they land with my team.”

How to use it in this case: If you want to do more than change your attitude, you
might find it useful to take away two or three principles that can help you think more
productively about constraint-driven inventiveness. We'd suggest that the ones to focus
on are surfacing path dependence, linking a bold ambition to the constraint to make
a propelling question (and addressing that as the challenge, instead of the apparent
problem presented by the constraint in its original form), and the can-if way of framing
the solution-development process. They are easy to understand, easy to communicate,
and don’t require the formality of the tools in order to make a stimulating difference to
a conversation within a team.

C. A tailored use of the tools underneath the principles
The reaction: “I've got a particular constraint I'd like to try this on. I want to try the

discipline of some of the tools, without making it into a longer strategic process.”

How to use it in this case: This involves a little more conscious effort with the tools
and techniques under the two or three principles you want to apply. You’ll want to
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pick and choose from the following list to customize your own miniprogram, based
on what best suits your situation. This is probably best done with others, but can
also be done alone, and is more suitable for situations where you need to respond
positively to a constraint, rather than deliberately impose it on yourself, your team,
or your business.

Share a summary of the book with your team beforehand (you can get one from
hello@abeautifulconstraint.com), and prepare or draw large-scale versions of the maps
or tools you are going to use. Give yourself two hours with each of the tools to explain,
explore, use and review each in sequence. Those that seem particularly useful or fertile
you can then choose to go into deeper.

Use the guidelines in the relevant chapters to help your team use the tools most
effectively. And be prepared to be tenacious; if you arent getting good enough answers
the first time you do it, you may need to introduce a broader range of “intelligently
naive” people into the process and use their different perspectives to explore it more
productively again.

D. A structured program to transform a particular constraint

The reaction: “1 have a particular constraint I would like to try this on, and need to take
my team with me. It will be valuable for all of us to move together through this in a
disciplined, collective way.”

Houw to use it in this case: Figure 10 serves as a map to guide you and your team through
the entire ABC process and key tools described in the book.

The ABC Approach

1. Victim, Neutralizer, and Transformer
% Understanding our starting point, and why we are there, will help us
P1% understand which of the following tools and processes will be most important
to us.
How much do we believe it is possible for us to make this constraint
beautiful? To what degree do we feel we know how to begin to do it? How

much do we want to do it? A low threshold in the first of these will need us to do
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more priming before we get started—becoming more conscious of other areas
of our lives when we have done this, our organization’s history of doing this, and
the possibilities others have unlocked with the same kind of constraint. A low
threshold in the second of them leads to focusing on the tools in the following
four groups. A low threshold in the third will require getting much clearer on
why this matters, and spending time with the emotional motivations around
why we want to succeed, and the implications of failure.

2. Break Path Dependence

If we feel we may have locked-in ways of thinking and behaving that could
prevent us from finding the real possibilities in this constraint, we need to
surface and examine them.

The first part of this is examining our organizational biases. A simple way to
start doing this is to write down the six most important words in the organization
(marketing, sales, innovation, consumer insight, and so on) and discuss what
we really mean by them. If what we mean by “innovation” is “functionally
better products,” for example, perhaps we need to explore a different way to
think about innovation that would allow us to make the most of this apparent
limitation.

The second part is to unbundle the core elements of how we usually approach
this kind of challenge. Use the BREAK questions on pages 49—52 to unpack and
question Beginning Assumptions, Routines and Processes, Expected Sources of
Solutions, Associations and Relationships, and KPIs and Measures of Success.

3. Ask Propelling Questions

A propelling question links a bold ambition to a significant constraint. It is
the tension between these two that starts to make a constraint fertile.
There are different families of constraints, and different families of ambition.
If we are starting with an imposed constraint, we’ll want to explore what kind
of ambition might be most stimulating to pair it with. If we are imposing a
constraint on ourselves, we’ll want to start with the ambition and explore which
kind of constraint might open up the most opportunity.

CHAPTER TEN: Making Constraints Beautiful

217




VICTIM,
NEUTRALIZER &
TRANSFORMER

6

ACTIVATING
EMOTIONS

BREAK PATH
DEPENDENCE

HOW CAN
WE MAKE THIS
CONSTRAINT
BEAUTIFUL?

5

CREATING
ABUNDANCE

3

ASK
PROPELLING

QUESTIONS

-

S AN




page 78

page 102

O

page 124

Figure 10:
The ABC approach

It is called a propelling question because it pushes us off the paths we have
become used to—we simply cannot answer it the same way we have answered
our previous three questions.

To be most useful, a propelling question needs to have specificity (precision
on the ambition and the constraint), authority (it comes from someone who
needs to be answered) and legitimacy (we can recognize the underlying validity
of both sides of the question).

4. Can-If

Keeping optimism and openness in what might be a difficult, trial-and-
error solution development means that how we frame the potential answers
is key. Making every one of the team begin every statement with “We can if,”
rather than “We can’t because,” keeps the conversation on how the problem can
be solved, and doesn’t allow it to become a different conversation about whether
it can be solved.

The Can-If Map offers nine launch pads to start these conversations, and
two examples in each case to bring them to life. You will get more out of using
the map if you follow the slightly more formal process on pages 99-100.

5. Creating Abundance

If we have a scarcity of the resources we need, we have to find a way to access
them from elsewhere.

We are going to stop thinking of our resources as those we control or are given,
and think of them instead as those we can access. The grid is a prompt to explore
each potential source in stakeholders, external partners, abundance owners, and
competitors, and then become clear, for each of those potential sources, how we
can best trade with or influence them to give us access to what we need.

6. Activating Emotions

Inventiveness starts when a question meets an emotion. If we cannot connect
the need to transform our constraint with an emotional reason why it matters to
us, we simply won’t have the stubborn adaptiveness and creative tenacity further
down the road, when our initial solutions hit their first setbacks. Finding a
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way to surface and even amplify our personal emotional commitment, over and
above alignment with a corporate purpose, will make the difference between
success and failure.

The map of activating emotions is a piece of stimulus to prompt us to find
productive motivations, both of positive and negative emotions. Each type
of emotion has a particular value to us, and we are looking for an authentic
narrative about what we are trying to do that constantly reminds us of the
emotional incentives both to succeed and to avoid failure.

E. An opportunity to impose a constraint on ourselves, and stimulate
us to respond to it

The reaction: ‘1 am struck by the challenge represented by the Unreasonable Consumer/
Customer/Regulator/Competitor. We need to be less complacent and stretch ourselves
in terms of what could be possible. We should impose a relevant constraint on ourselves
that forces us to really push our thinking, and puts us in a stronger position for the
future in terms of defense and offense.”

How to use it in this case: Most of the core process here will be similar to C or D above,
depending on how seriously you want your team to address the challenge. Key, though,
will be understanding the right constraint to impose and why, in your propelling
question. The nature of the unreasonableness may make this a very easy decision, and
define it for you. If not, Table 5 in this chapter might be a useful stimulus, as you think
about what kinds of constraints might prompt the lines of inquiry and thinking you
feel the group needs to explore. It will be important to give the question real authority
and legitimacy in order for the group to embrace it, rooting it in your purpose, and an
urgency to deliver that purpose.

F. A different way of thinking about the capabilities our business needs
to develop to flourish, and the kinds of strategic initiative we may want
to put in place to make sure that it does

The reaction: “The impact I need this to have requires more than a single process. My
team or organization needs to integrate this way of thinking more fundamentally into
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the way we think, plan, and solve, and I need to raise the capability development of
some of my team in key areas to enable them to respond to this kind of approach.”

How to use it in this case: The final level at which you can choose to use this looks beyond
responses to particular constraints, and instead to the development of organizational
capabilities, the refinement of key strategic processes, and how to frame strategic
initiatives.

Organizational capabilities might include, for instance, introducing resourcefulness
or commercial innovation as being measurable and rewarded development ambitions;
resourcefulness could be assessed at an individual and team level.

Our regular strategic planning processes for the year ahead could include a new
kind of question: What is the constraint we need to make beautiful here? This may
be a parameter in the open, which we have been skirting for a while, or it may be
an issue that needs more surfacing and discussion. But integrating it explicitly into
the way we think about developing plans and solutions for the year ahead will open
up new avenues and possibilities, and spur us into fresh and possibly transformative
perspectives.
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Can there really be a recipe for lemonade?

One can't reduce all the rich possibilities of inventive thinking to a table and a process.
But we can get further than desire, good intentions, and all those well-worn and often
misleading clichés about innovation. Necessity is the mother of invention? Well, she
may be one of its parents, but only one, as we saw in the diversity of activating emotions
in Chapter Six. Whether you think you can or think you can’t, youre right. Henry
Ford’s dictum about positivity is one important strand of mindset—but mindset alone,
as we have seen, will not succeed without enough methodology to guide a team trying
to answer a question they don’t know how to answer, and the right motivation to drive
the solution around the road bumps that will come its way.

So while we cant codify inventiveness, we can infer enough about what kind of
mindset, method, and motivation will be needed to derive a series of strategies that
will give us a stronger chance of success. We can learn from those who have been
successful here. It isn’t magic, but a different kind of discipline. We can use and apply
the approaches that have helped others break through to transform our own constraints
as well.
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MAKING CONSTRAINTS BEAUTIFUL: CHAPTER SUMMARY

There are some extreme forms of constraint that clearly sit outside the scope of this
book; its focus is the more general ones we face in our business and personal lives.

It is designed to stimulate a pragmatic inventiveness throughout an organization, as an
essential complement to an increasingly specialized and siloed world of innovation; we
need both to progress.

There are a number of levels at which we can choose to apply the learnings and
approaches in this book to our own situations.

At its simplest and easiest, we can simply use it as a spur to see constraints in a different
way. Asking the question “How can I make this constraint beautiful?” or “Where is the
beauty in this constraint?” starts to move us from a victim mindset to looking for the

opportunity.

If we want to pursue it with a little more discipline, the concepts and tools around path
dependence, propelling questions, and the can-if approach are three that are easy to
communicate and use.

And the chapter also offers a fuller process, for those wanting more structure and rigor to
take a team through this approach on a given constraint.




LEADERSHIP &
THE FUTURE OF
CONSTRAINTS

'The opportunity for progress

THIS CHAPTER FOCUSES ON:

1. What are the implications 2. Why is this more than an 3. Why is this capability
for leadership? invitation to cost cutting? so important to our
individual and collective
future?

224 A BEAUTIFUL CONSTRAINT



By 1957, Theodore Geisel, better known as Dr. Seuss, was already a bestselling author
of children’s books. But it was the imposition of a stringent constraint that would lead
him to pen a book that has sold more than ten million copies around the world. A
1954 article in Life magazine had criticized the insipid fare on offer in the American
classrooms of the time, “pallid primers [with] abnormally courteous, unnaturally clean
boys and girls,” and recommended that some of the “wonderfully imaginative geniuses
among children’s illustrators” be given the opportunity to do something new. William
Spaulding, then head of Houghton Mifflin’s education division, invited Geisel to
dinner to ask him to “write me a story that first-graders cant put down.”

The added requirement came later, in the form of a list of words that Geisel was to
use. Phonics was the new wave in education at the time, teaching children the sounds
that letters and groups of letters make so that they could figure out unfamiliar words
themselves. Spaulding wanted a story written using a vocabulary of just 225 specific
words. Geisel responded first as a victim:

At first I thought it was impossible and ridiculous, and I was about to get our of the
whole thing; I then decided to look at the list one more time and ro use the first rwo
words that rhymed as the title of the book—cat and hat.!

The Cat in the Hat was an immediate success, praised as an exciting alternative to the
Dick and Jane primers. It transformed children’s books and the nature of primary
education. Random House appropriated Spaulding’s model, launching the Beginner
Books series with Geisel in charge, and soon became the largest publisher of children’s
books in America. When the head of Random House bet Geisel $50 that he couldn’t
write a book using just 50 words, Geisel responded with Green Eggs and Ham, which
uses 49 words of one syllable and the word anmywhere. It became the best selling
Dr. Seuss book ever.

Stories like this one, of ingenuity in the face of a constraint, are all around us.
When we come across them, we enjoy the small triumphs of the human spirit that
they represent. We can't help but love Dr. Seuss for rising to the challenge: the compact
journey Geisel took from victim to transformer is, in its own way, a heroic one. We
admire those who make the journey, and aspire to make it ourselves, because it is at the
heart of what it means to be human: to create, to progress despite—or because of—
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Dr. Seuss and The Cat in the Hat

limitations. We impose limits upon ourselves because they make us better: they elevate
our art (from sonnets to haiku), enhance our piety (Ramadan, Lent), and improve our
play (the basketball shot clock).

Knowing this doesn’t necessarily make it easy to find solutions, though. As we
have seen in many of the cases in this book, even for those who see constraints as
fundamental to defining a problem, and appreciate their value, often the initial response
is that the constraint will make life harder, even impossible. And understandably so—
whether a ban on advertising, the threat of water scarcity, or advancing schoolchildren
three grade levels in a year, these are daunting challenges. And with a team unsure that
they have the ability to do it, and that the organization will support them (and not
fight them) if they try, it becomes clear that this is not a process that can be managed.
It must be led.
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In Chapter Eight (Constraint-Driven Cultures), we saw clear implications for leaders
who want to incorporate this process into their organizations. If we are simply looking for
innovative ways, say, to deal with a lack of marketing budget, we can, of course, draw on
the stimulus of tools and inspiration and begin. We don’t all have to hire a brigadier from
the Marines to help sharpen the sword. But if we are heading into a more constrained
future, then how we manage those constraints will determine how we progress, and it
will be important to understand a little more about how to lead in the face of constraint.

Leadership and constraints

Whether or not they have the seniority or the title, leaders are those who know how to
influence others, to get them to work hard and constructively toward a common goal.?
In many of the cases here, the teams involved didn’t know how to answer the challenge,
and were initially uncertain that an answer was even possible. So, what were the most
important areas of focus for leaders in these situations, and what characteristics did
they share?

They believed transformers are made, not born

While some of those we met clearly have advantages in skills, personality traits,
or personal experience, none claim an inventiveness gene, and many were solving this
kind of challenge for the first time. These leaders understood that even people who
don't think of themselves as capable of solving this kind of challenge can do it with the
right mindset, strategies, and motivation, and it is their role to inspire and enable each
of those three conditions for success.

They also knew that new habits of mind can be created with regular use. So the
leader that proactively imposes constraints, as South Africa’s Discovery or Sweden’s
IKEA does, is increasing capability as well as pushing for more ambitious solutions.
The tools described here provide strategies for leaders who aspire to do the same.

They steered their organization toward constraints, not away from them
Getting to the future first, and in the best shape to meet its unreasonable needs,

is the way to develop competitive advantage. We saw Nike anticipate water shortages,

and IKEA boldly plan for smaller apartment sizes. The confidence to navigate teams
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toward constraints tends to follow a first, smaller triumph, which is why building the
capability early, with smaller constraints or lower-hanging fruit, is so important.

When Formula One’s ruling body told the teams, in advance, of the 2014 rule
change that would impose a 35 percent reduction on the amount of fuel a car would be
able to use in a race, some teams (such as Ferrari) protested, spending time resisting the
change. Mercedes, on the other hand, accepted it almost immediately. Putting their
engine and race teams in the same room together for the first time (until then they
had been based in two different countries), Mercedes used the months Ferrari spent
denying the constraint to work out how to approach it. By the time the change came
into force, Mercedes were the best prepared for it, with a breakthrough in turbocharger
technology that gave them the fastest cars, and the world title. For these leaders who
were thinking competitively, steering their team towards constraints sooner than their
rivals was an important source of competitive advantage.

They set a high level of ambition, and legitimized that ambition

The leaders we met understood that raising the level of ambition alongside a
constraint creates the impetus to abandon current paths, assumptions, and ways of
thinking. This is when it becomes obvious that what may have worked before won't
work now. The clarity and boldness of the ambition energizes a team most powerfully
when it is connected to the larger purpose and strategies of the organization.

These leaders also gave the ambition an organizational legitimacy. They helped
the team see that this is an ambition whose solution the organization needs and will
embrace. Renaming Hannah Jones’ group as Sustainable Business & Innovation
(replacing Corporate Responsibility), for example, was symbolic of their weaving their
ambitions into the fabric of Nike’s future plans.

They knew when to reject compromise of that ambition

It’s easy and understandable to settle in the face of a daunting constraint, especially
when the team has worked hard to solve a problem. Though some level of compromise
may be inevitable, however, these leaders knew how and when to push for more. Yves
Behar’s team kept going back to the driving belief of the OLPC project, again and
again, when setbacks threatened to compromise it. London 2012’s Heather McGill
accepted their technology limitations, but didn’t accept the crowd-control solutions of
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previous Olympic and Paralympic Games. She held the team to the real ambition for
the spectator experience, and pushed for more.

They got people to believe that it is possible

This is perhaps the most challenging of all. These leaders were able to convince
a sometimes-skeptical team that, no matter how difficult the constrained ambition
appeared to them, it was possible to find a good, even transformative solution, and
they would find it.

There was no easy how-to for this. For some, it lay in communicating that there
was no alternative: necessity (either of delivering their purpose or moving away from
their current reality) was their possibility. For others, it lay in amplifying the belief that
this organization had this ability at its core in some way, in the stories about its early
growth. For others still, it was a personal embodiment of their own conviction that
there was a real opportunity here, and they were going to find it.

They used tension and storytelling to generate a longer-term emotional
commitment

Above and beyond providing McRaven’s mission clarity, these leaders were able to
gain personal commitment from their team by wrapping the task in a narrative laced
with light and dark emotion: vivid pictures of success and failure, creating the contrast
and richness of emotional connection that will fuel the creative tenacity it will take
to push through. We saw how Louise Waters combines deep frustration with care for
her disadvantaged students, and a feisty brewery combines an articulate hostility to
everything mainstream brewers produce with a desire to make everyone as passionate
about craft beer as they are.

They encouraged and enabled their teams to challenge the organization’s
routines and assumptions

These leaders were not only prepared to break their own path dependence, but
actively asked for, encouraged, and supported it in the organization. It takes rigor
and discipline to constructively make visible the invisible patterns of an organization,
calling for a new level of candor and persistence (look at McLaren’s Ron Dennis,
pushing his teams to examine every process for a better way, even though they were
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initially skeptical). Clearly, it will not always be as root-and-branch as in McLaren’s
case; it may lie in questioning assumptions and processes in a very specific area, such
as what it means to develop and host a good customer service experience, for instance.

They knew how to manage the transformation threshold

We saw in Chapter One that leaders effective in dealing with constraints know that
there are times to raise the stakes and ask for more, and times to allow the organization
to run efficiently and effectively. Few cultures can live at a high level of transformation
all the time, nor would they want to. “Small i” inventiveness that can show up every
day, without any disruption to the organization, should become routine practice,
though, so that when the major constraints appear, an organization will be ready. Their
organizations don’t run so lean that their people have no slack within which to work
against these more significant constraints when they need to.

The enormous opportunity that lies in the ability to transform constraints suggests
that these qualities are important for any leader at any time. But as we begin to feel
the pressure of scarcity more and more, and the corresponding need to get better at
creating abundance, we need to start thinking about these skills as a fundamental
dimension of a new kind of leadership.

So why is this not just an open invitation to the CFO to cut budgets and position
itas a spur to all of us to unearth transformative opportunities? The leadership qualities
above, along with all that we've learned so far, should make that easy to answer. A
constraint without an ambition, and an ambition linked to the organization’s core
purpose, is not going to have the legitimacy to motivate a genuine attempt to find
strong solutions—it is not a propelling question. There is no attempt to elevate a team
to a transformative threshold here. The lack of an emotional connection to the task
will mean that initiatives will tend to run aground in the first shallows. And in such
situations, the injunction tends to be “do the same, with less.” The first part of that
challenge offers little encouragement to break path dependence, or challenge any of the
upstream assumptions the business makes about what it does and how it does it. Simply
imposing a constraint of any kind on a team doesn't in itself drive transformation; it
misunderstands when, how, and why people succeed in making constraints beautiful.
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Why is this everybody’s business?

We knew, from the outset of this project, that our
dive into the world of constraints would lead us to
the issues we touched upon in the “Scarcity and
Abundance” chapter (Chapter Nine). But we were
struck by the strong sense of urgency with which
we heard them discussed in so many places. Nike,
IKEA, and Unilever, three exemplars of constraint-
driven cultures, are increasingly motivated by the
need to perform better against significant natural-
resource constraints. Audi and Tesla are responding,
in different ways, to the need to address issues
of excess carbon in our atmosphere, while South
African Breweries pioneers new techniques to reduce
water use. And look at the ways the Qatari National
Food Security Program is grappling with the many
constraints around food security in the region.

As parents, it's hard for us not to be alarmed
by the fragile and perilous state of the world. Our
children will feel the impact of future scarcity the
most, yet the causes need to be tackled by us—
and some say we may be too late. The sense of
helplessness this kind of narrative engenders stands
in stark contrast to the more positive nature of the
initiatives described in this book, and some of the
more optimistic visions of the future that accompany
them. Living with both simultaneously for some
time, we found ourselves, as many of our research
subjects did, oscillating between the positive vision
of success and all the things standing in its way.
Just the kind of mix, Professor Oettingen’s Mental
Constrasting would say, that should drive us to act.

The real world imposes constraints
of many, many kinds ... Freedom,
in the real world, is not utter
license to do as we please; it is
much closer to Robert Frost’s
famous formula—“moving easy in
harness.” Constraints are always
there. It’s a matter of how we move
within them.

—Robert Bethune?

Our own first action, then, is to try to steer the
dialogue toward the kind of inventiveness that the
world needs more of today, that can sit alongside
more formal and specialized innovation processes.
Second, by offering just enough process to start
to approach a bigger propelling question of more
profound consequence, we hope to give more people
more confidence to embrace a new level of constraint,
and perhaps help nudge the world toward a more
constructive approach to its problems. And, third,
we ourselves are committed to making this work an
important focus of our own organization.

In the end, how we each define the ambitions
and constraints we need to work with most is
obviously up to each of us. The ABC approach can

be used to win races, take share from competitors,
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engage with more customers, and succeed in what New York University Professor
James P. Carse calls “the finite game,” a game with a beginning and an end, played only
to be won.* But Carse also talks of the Infinite Game, the larger game of life, without
an end, that we all want to keep playing; the one not defined by one person winning
and another person losing, the one that requires abundance to sustain it. Sustaining
the infinite game for humanity is far from inevitable and, if we lose, the finite games
end too—which is why we see what have historically been some of the world’s largest,
most competitive companies fundamentally rethinking historical path dependence to
succeed at the infinite game. Nike needs many more of its competitors to adopt its
practices around material use in order to move the entire industry in a sustainable
direction; Airbus needs to pool resources with its historical enemies to allow them all
to succeed in hitting emissions targets. They need their competitors to play the infinite
game with them, so that we can all continue to enjoy the profit and pleasure of the
finite games.

“The beginning of a glorious age”

As we write, the media is full of the changing world order. China is due to overtake
the United States as the world’s largest economy earlier than predicted: five of the ten
largest companies in the world are now Chinese. Apple recently lost its top spot as
the world’s most valuable brand (to Google), yet still has a cash pile that could halve
the national debt of Russia. And, in other news, Costa Rica topped the Happy Planet
Index for the second time in a row.

But it’s the how of the changing world order that needs to be scrutinized as much as
the who. The enormous questions we face as people, whether parents, business leaders,
or global citizens, won’t be addressed by changes in the players per se, as much as by
changes in how they (and we) think and behave. It’s the innovative approaches to
poverty and disease catalyzed by the billionaire philanthropists that are as interesting as
who developed them. It is the prospect of a third industrial revolution, driven by new
forms of distributed manufacturing, enabled by 3-D printers, and powered by locally
generated sustainable energy, that will create dramatic shifts. It’s in how we harness the
enormous power of technology to rapidly accelerate learning, to better enable minds
to invent a new future. And it’s in the prospects of creating a more global mindset that
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can come together to play the infinite game. Our hope is that this approach allows
more people to participate and play a meaningful role, however small, in creating this
larger shift.

In the BBC program 7he Age of Invention, aired in 2013, the engineer, inventor,
and businessman James Dyson was asked if he thought everything that could be
invented had been invented. His response was instant and heartfelt. No, he said, this
is a wonderful moment—a very exciting time for engineers. We have got to stop using
all these resources: we no longer have to build the biggest and quickest, we have to
build something that uses less: less water, less power, fewer materials. The inventions
that are coming, he believes, will come from new materials that answer that challenge,
and from these new materials, scientists and engineers will be able to create a new
generation of extraordinary products. We are, he concluded, at the beginning of “a
glorious age.”

We like and share Dyson’s optimism. In the introduction we posed the question
“Are things getting better, or are they getting worse?” Surely one way to give us a
fighting chance at better is if we ourselves can learn, and help others to learn, how to
make constraints beautiful.
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LEADERSHIP & THE FUTURE OF CONSTRAINTS: CHAPTER SUMMARY

Simply being able to see the beneficial effects of constraints doesn’t make finding those
benefits easy. This is an approach that requires skillful leadership.

Our research revealed a number of common leadership qualities in those who
successfully find beauty in constraint:

They believe transformers are made, not born.

They steer their organization toward constraints, not away from them.

They set a high level of ambition alongside the constraint, and legitimize that
ambition.

They know when to reject compromising that ambition in searching for solutions.
They are able to create belief in their teams that it is possible to find a solution for an
apparently impossible challenge.

They use tension and storytelling to generate emotional commitment.

They encourage and enable their teams to challenge current routines and
assumptions.

They know how to manage the transformation threshold.

Scarcity in our future will require more leaders with these qualities, and far more
constraint-driven invention, to keep generating abundance.

And, indeed, the challenges we all face mean that developing this capability is no longer
just the province of creatives, engineers, and designers—it is everyone’s business now.

This book and its approach aim to help by structuring the dialogue around constraint-
driven invention and by providing just enough process to give us the ability to begin to
transform constraints for ourselves.

n short, in facing our future challenges it shou ecome second nature for us all to as
In short f: g fut hllg t should b d nature fc 1l to ask
with confidence—“How can we make this constraint beautiful?”
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APPENDIX

'The unreasonable challenger

This appendix contains a little more detail on BAV’s analysis for us of brands whose
core offer combines two criteria for choice, historically regarded as trade-offs in the
category: “green” and “performance,” in cars, for example, being considered two quite
separate poles until Tesla united them. We wanted to understand what impact uniting
these poles has on what BAV calls energized differentiation or brand energy, that is,
a sense of momentum for a brand in the mind of the consumer that is an indicator
of their future potential. BAV’s work with academics suggests a strong correlation
between brand energy and market value (see page 80).

We looked at US examples in three mature, mass-market categories. In quick service
restaurants (QSR) we looked at “good value” versus “healthy”; in luxury automobiles
we looked at “green” versus “performance;” and in household cleaning products we
looked at “efficiency” versus “socially conscious.” We looked at category-level data and
then drilled down into specific brand cases to illustrate the larger point more clearly.

The two headlines from this analysis are:

*  Not surprisingly, given how brands have historically regarded these choice criteria
as quite separate poles and rarely, if ever, addressed them both in the core offering,
the consumer does indeed see them as distinct and separate. Few brands are seen
as offering both polar attributes in their respective categories

*  Those brands that do offer both also have a stronger brand energy score than those
that don’t.
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Quick service restaurants

Figure A-1 shows that while 27% of people strongly associate brands in the QSR
category with value, and 12.5% strongly associate them with health, only 6.3% see
brands as offering both.

Brand Perceptions Among QSR Restaurants
40.0%

30.0%
20.0%

10.0%

0.0%

2013

®Good Value % "Healthy % UBoth %

Figure A-1: Quick service restaurant brands tend to be perceived as good value
or healthy, but not both

Figure A-2 shows the correlation between these attributes and brand differentiation.
Brands that score highly on both value and health are more strongly differentiated than
brands more strongly associated with just one of these attributes.
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Figure A-2: How perceptions of these brand attributes correlate to brand
differentiation

We looked at two brands in the category a little more closely to assess the differences
in their brand energy between 2011 and 2013: Chipotle, who, in addition to a
menu oriented around simple, real ingredients, has made extensive efforts to source
sustainably and tell the world about it; and Taco Bell, the biggest Mexican—style fast
food chain, and a close competitor to Chipotle. We saw that Chipotle is building real
brand differentiation and energy based on its perceived ability to offer both health and
value, as can be seen in Figure A-3. And Taco Bell, while remaining strong on value is
losing brand energy as it loses ground on the health perceptions of its offer.
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Figure A-3: How Chipotle’s ability to drive both value and healthy perceptions

100

90 -
80 -
70 -
60 -
50 -
40
30
20
10

is mirrored in high energized differentiation

Taco Bell (Percentile Ranking)

Energized Differentiation Good Value Healthy

"2011 ®=2013

Figure A-4: How Taco Bell is losing brand energy because of its inability to

drive perceptions of healthy along with value
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Luxury cars

A similar dynamic exists in luxury cars in the US as Figure A-5 shows. In 2013, the latest
period for which we have data, only 7.9% of people perceive luxury cars as offering
both performance (measured by a basket of attributes including high performance,
dynamic, daring) and green credentials (socially-responsible, progressive, innovative).
And as Figure A-6 suggests, those brands that do score high on both sets of attributes
are more highly differentiated than brands associated with just one set.

Brand Perceptions Among Luxury Car

Brands
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Figure A-5: Automotive brands are perceived as green or high performance,
but not both
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Brand Perceptions Among Luxury Car
Brands
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Figure A-6. Luxury car brands that are perceived as being both green and high
performance have higher brand differentiation than those that are “either/or”

Looking more closely at two brands in the category, Tesla and Mercedes Benz, shows
this dynamic playing out even more clearly. Tesla exists to create high performance,
battery-powered (hence greener) cars, and it is clearly on the rise as a brand, scoring
gains in both attributes and an increase in brand energy. Mercedes Benz on the other
hand, though still a very powerful brand, is showing declines in differentiation as its
brand loses both green and performance perceptions (see Figure A-7), a pattern seen
in some other luxury marques, too. Though it is early in the life of Tesla, and its
future is still uncertain, if this kind of dynamic continues, luxury automakers will find
themselves more actively de-positioned by this unreasonable challenger, beyond the
actual share that its price point enables it to take.
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Figure A-7: Increase in perceptions of green and high performance between
2012 and 2013 correlated with higher differentiation for Tesla; decrease in the
same correlate with lower differentiation for Mercedes-Benz

Household cleaning products

And finally, household cleaning products. Figure A-8 shows that an overwhelming
majority of brands are seen as efficient cleaners, far fewer are seen as socially conscious,
and about the same are seen as both. Household cleaning products are a particularly
interesting segment to examine because the notion of being socially conscious is a
relatively new one in the category. Due to the newness of this notion along with the
extremely high proportion of brands that are perceived as efficient, socially conscious
actually tracks very closely with doing both, and is driving some differentiation in the
category (see Figure A-9).
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Brand Perceptions among Household
Cleaning Product Brands
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Figure A-8: Household cleaning brands are perceived as efficient but fewer are
seen as socially conscious, or both
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Figure A-9: Cleaning brands that are perceived as being socially conscious and
high performance have higher brand differentiation
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This story is particularly striking when we examine the case of method, a brand that
has “unreasonably” united cleaning efficacy with environmentally-friendly credentials.
The brand energy average for the household cleaning product category in 2013 was
0.41. For method, brand energy is much higher: 0.52.
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Differentiation Construct Score

" Differentiation/Energy

Figure A-10: method has higher brand energy/differentiation than conventional
brands that have focused only on efficacy
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