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I N S I G H T S 
White Paper 
 

Looking Outside Your Industry for Innovation 
 
Creating and implementing innovative ideas is increasingly difficult. Pressure to 
“make numbers” and streamline operations leaves little time for ingenuity. In this 
issue of Insights, Venky Rao highlights new sources of innovation that can be easily 
applied to gain competitive advantage. These insights focus on identifying and 
applying best practices and technology advancements companies can adopt from 
unexpected sources, namely, unrelated industries and organizations. 
 
 

Looking Outside Your Industry for Innovation 
 
I. OVERVIEW 
 
The Need for Innovation 
 
Executives at most companies recognize that today’s need for innovation is greater 
than ever, and tomorrow’s will be higher still. Customers are better informed, more 
demanding, and more likely to take advantage of increased market transparency. 
 

They see alternatives everywhere; if another company provides a better solution or 
product, they will know it, and switch to it quickly. Unfortunately, innovation does not 
happen on its own. Some of the world’s most powerful and successful companies 
commit significant resources toward innovation, but gain only mixed results. Rather 
than struggling to continuously produce brilliant ideas, some companies are 
searching for best practices, processes, and technologies being used in other 
industries, and applying them in their own organizations. 
 

Discovering and implementing innovations that have already been proven to be 
effective elsewhere is faster, less expensive, and often more productive than 
developing them in house. The attributes of innovation outside the industry—speed, 
reduced cost, proven effectiveness—are critical. Competition is more intense than 
ever, and it comes from surprising directions. Increasingly, companies that would 
have seemed unlikely candidates apply innovation to enter new markets and 
compete right away. For instance: 
 

 Haier, a Chinese company that used to make only a single, relatively mundane 
refrigerator model, now is the world’s leading manufacturer of “white goods” (i.e., 
stylish, high-quality home appliances). 
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 HTC, a Taiwanese company that used to make handsets for major phone 
companies, now designs, manufactures, and sells its own line of electronics. In 
very little time, it began competing against its old clients. 

 GE Healthcare started as an imaging equipment provider. Today, it sells software 
and systems to manage the information generated by its imaging equipment, 
which is considerably more valuable. As such, it has established a competitive 
services arm. 

 

When companies enter new markets, traditional players are often caught flatfooted. 
It is especially surprising for established companies when these threats come from 
completely different industries. Skype, the telephone service that enables free 
computer-to-computer and inexpensive computer-to-landline and cell phone calling, 
was purchased by eBay, the online auction house. Even though eBay has yet to 
monetize this significant investment, telecommunications companies suffer from the 
new, unexpected competition. eBay also purchased PayPal, a safe, easy way to set 
up an online merchant or payment account. 
 

It is understandable that these organizations caught established telecommunications 
and financial services companies by surprise. After all, since when was eBay a 
phone company, or a bank? These examples illustrate the need to borrow 
innovations from outside your industry; it is a safe bet the competition—old and 
new—is doing so. 
 

Sources of Innovation 
 
Recent liquidity and credit problems, especially in North America, also contribute to 
the need for innovation. Since it is quite difficult to borrow in order to purchase 
companies and add capabilities inorganically, the need for innovation is magnified. 
 

Unfortunately, this usually requires an organization-wide attitudinal shift. Companies 
that have focused for years on operational efficiency can have an especially difficult 
time becoming innovative. Programs such as Six Sigma, although important and 
often extremely effective, can have the unintended consequence of conditioning 
employees away from innovation. Instead, they focus on efficiency, or on making 
their quarterly numbers at the expense of all else. 
Since it is difficult to purchase innovation and difficult to develop it internally, 
companies are left to look outside—not only outside their four walls, but outside the 
industry, too. Fortunately, nearly endless examples of innovation exist, and many 
can be adopted for no cost. Several are listed here: 
 

NetJets, the company that offers fractional ownership and rental of private business 
jets, applied the concept used by timeshare condominiums to the private jet 
business. Adopting the idea required no royalties, since no company owns the 
intellectual property for timeshares; it is in the public domain. This simple application 
 

Since it is difficult to purchase innovation and difficult to develop it 
internally, companies are left to look outside— not only outside 
their four walls, but outside the industry, too. 
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Thinkers without Borders 
 

Many excellent examples of innovation from outside an industry are actually from 
well outside the industry. Consider NetJets’ adoption of the timeshare condominium 
model: Condos and private jets, at first glance, have little to do with one another. The 
success of that idea, however, teaches people not to limit their thinking. Other non-
traditional ideas under recent consideration are listed below. 
 

 Can a sales management function adopt best practices for prospecting and 
refining oil? 

 Can astronomy techniques to discover new celestial bodies be leveraged for 
demand forecasting? 

 Can companies apply processes used to deploy mass transit systems, such as 
the Metro Rail program in New Delhi, for change management purposes? 

 Can 3D printing technology be applied to the burgeoning field of tissue 
engineering? 

 Can an ATM be engineered to dispense reserved train/bus/plane tickets? 
 

of another industry’s innovation resulted in a highly successful model. It is also 
required almost no adaptations or “tinkering“; NetJets planes are basically flying 
timeshare condominiums. Additionally, this model has been adapted by 
organizations that offer partial ownership of yachts, high-end cars, and even 
jewellery. 
 

Greif Packaging is a US-based supplier of metal, plastic, and fiberboard drums for 
shipping bulk chemicals, many of which are toxic. Its executives realized that Greif 
had no real competitive position, and hence, margins were eroding to commodity 
status. After listening to its customers, Greif uncovered several highly valuable 
unmet needs. As such, it converted its business model to that of a “trip-leasing” 
company for specialty chemicals. Now, it solves the complete trip problem for its 
customers – drum supply, cleaning and refurbishing, regulatory compliance, 
transportation, and tracking. Although Greif sub-contracts most support functions, it 
captures the value in the supply chain and builds long-lasting client relationships. 
 

This shift has significantly improved its margins and cash flow, which it can direct to 
further innovations. 
 

General Fasteners manufactures bolts and other metal fasteners primarily for the 
automotive industry. These products are oversupplied commodities, which forces 
suppliers to seek differentiation to increase margins. General Fasteners selected an 
innovative business model, again a hybrid between service and product supply. 
 

First, it undertakes the engineering design for new car platforms, essentially taking 
responsibility for the car’s reliable assembly—a job that requires considerable skill. It 
then contracts to supply the OEM with just-in-time components directly to the 
production lines, with 100 percent quality inspection. GF purchases fasteners either 
internally or from other suppliers and serves as a totally integrated supply chain, 
from design to final assembly. This requires its computer architecture to integrate 
seamlessly with the OEM plant it is supplying. Without the ability to exchange data in 
real-time, and react on it while preserving confidential integrity, this business model 
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would not work. At the same time, GF “locks in” its customers by providing a 
complete outsourcing function for automotive assembly, making it much more 
difficult for competitors to take away business. Additionally, the company diversifies 
its customers to guard against being too dependent on “locked-in” accounts. 
 

International Paint and Lloyd’s Register have joined forces to help Chinese 
shipyards comply with the Performance Standard for Protective Coatings (PSPC), a 
series of regulations adopted last year by the International Maritime Organization. 
The regulations were written to increase vessel safety and productivity by preventing 
corrosion. The partnership unites the world’s first shipping registry with the leading 
producer of marine and protective coatings to offer a valuable service —consulting 
that compares shipyards’ processes for coating a ship’s water ballast tanks to those 
that will be required under the new PSPC regulations (www.bibik.net). 
 

While these examples illustrate the value of looking outside your industry to innovate 
and create valuable products and services, there are issues that must be addressed 
in applying new approaches. Chief among them is filtering the most applicable ideas 
from the millions that exist.  
 

Additionally, knowing where to look for innovations that might apply can be 
problematic. Moreover, some organizations must battle “not-invented-here” 
syndrome. Companies that have been conditioned over time to dealing with poor 
innovation might be slow to perceive the benefits that other approaches might 
accrue. A new approach might also require a radical organizational change, or the 
adoption of a different margin structure. Any large-scale change is likely to meet 
resistance in some areas. Companies that innovate a sales process, for example, 
may learn that the new process changes the roles for the sales team, as well as that 
of the client’s purchasing organization. This may require a transformational shift for 
both parties. The sales professionals will have to sell “value”—a concept—rather 
than a particular item. 
 

They may also need to approach a line of business vice president, rather than a 
purchasing manager. These represent a significant departure from traditional sales 
roles, and may not be embraced by the sales team. In fact, the situation may call for 
a transformational approach to the organization and infrastructure. 
 

Although Greif subcontracts most support functions, it captures 
the value in the supply chain and builds long-lasting client 
relationships. 
 
 
 

II. BUSINESS MODEL INNOVATION 
 
Companies that leverage innovation from outside their industries usually do so in 
one of two ways. Business model innovation, such as that exemplified by Dell, is the 
classic. Dell did not change the personal computer; it changed how the PC arrived at 
the customer (by eliminating the middleman, building to order rather than holding 
inventory, and leveraging the Internet to enable self-service, for example). Instead of 

http://www.bibik.net/
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the product itself, which was commoditized to a degree, the value came in the way it 
was delivered. 
 

The functions of a business model are to: 

 Articulate the value proposition, i.e. the value created for users by the offering, 
based on the technology 

 Identify a market segment, i.e. the users to whom the technology is useful and for 
what purpose, and specify the revenue generation mechanism(s) for the firm 

 Define the structure of the value chain within the firm required to create and 
distribute the offering, and determine the complementary assets needed to 
support the firm's position in this chain. 

 Estimate the cost structure and profit potential of producing the offering, given the 
value proposition and value chain structure chosen. 

 Describe the position of the firm within the value network linking suppliers and 
customers, including identification of potential complementary organizations and 
competitors. 

 Formulate the competitive strategy by which the innovating firm will gain and hold 
advantage over rivals. 

 

These attributes serve additional functions, namely to justify the financial capital 
required to realize the model and to define a path to scale up the business1. 
 

III. PRODUCT INNOVATION 
 
The other path toward incorporating ideas from outside a company’s home industry 
is through product innovation. 
 

Product innovation is very challenging, and very few companies excel at it. 3M is one 
that does. 
 

Well known 3M innovations include the Post-It note, as well as laptop screens that 
enhance optics and enable privacy. A well-developed culture that encourages 
ingenuity is an important factor in its success. 
 

New approaches may require radical organizational change, and 
may meet resistance. 
 

However, most companies find it hard to innovate internally. Pharmaceutical 
companies, which do not have strong pipelines these days, know this well. As such, 
some pharmaceutical executives are nervous; there are no obvious imminent 
replacements for profitable drugs like Viagra or Lipitor. Drug companies have high 
hopes for upcoming obesity drugs, as well as a new insulin administration unit and a 
cheaper insulin alternative aimed at Type II diabetes. However, these will not be on 
the market for some time. 
 

The thin pipeline shows how serious the innovation shortage is. Pharmaceutical 
companies invest millions in R&D, and employ brilliant scientists and researchers. 
Despite these commitments, even they do not seem to innovate reliably. It is all the 
more reason to look beyond conventional sources for product innovation, as 
illustrated in the following examples. 
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After founding Eclipse, Vern Rayburn applied to airplane-building the modular, 
component-based PC construction techniques he had seen while at Microsoft. 
Eclipse plans to equip a new breed of air taxi service, such as Dayjet, which will 
serve underutilized and relatively remote places, such as Pensacola, Fla. and 
Macon, Ga. Honda is also getting involved in the building of very light jets (VLJs) for 
the air travel business. Both of these suppliers are changing the economics of the 
aircraft, utilizing existing but underused infrastructure, and thus, are helping reinvent 
the air transport industry. They also raise a recurring question having to do with 
innovative companies: Since when does Honda make jets? 
 

Similarly, Tesla, a new automobile manufacturer, has created the Tesla Roadster, a 
sports car that runs entirely from an electric battery. The battery is basically a large 
group of the lithium ion cells used in PCs or cordless drills—6,831 per car. Tesla 
batteries deliver so much power, the Roadster can go from zero to 60 miles per hour 
in 3.9 seconds. Its enormous thrust actually required engineers to create a new 
transmission. Despite boasting 248 horsepower, the zero-emission vehicles cost just 
two cents per mile to operate, and get the equivalent of 135 miles per gallon. 
Production began in March 2008. 
 

Most companies find it hard to innovate internally. 
 
Innovation Is Not Invention 
 

Compared to innovation, which, as we have explored, is difficult, inventions are 
relatively easy. Many companies garner scores of patents every year. However, 
inventiveness does not necessarily translate into business gain; true innovation 
usually does. 
 

For example, contrary to what many people think, Henry Ford did not invent the 
automobile; Karl Benz probably did, in 1885 or so. Nor did Ford invent mass 
production, although he enhanced it via continuous flow, labor division, and 
streamlined processes. In a similar vein, Thomas Edison and Guglielmo Marconi 
most likely did not invent the motion picture camera and the radio, respectively. All 
three of these famous pioneers, did, however, exercise remarkable business savvy 
in bringing these products to a market hungry for them. 
History has shown that inventions and patents are not guarantors of business 
success. That requires the ability to turn breakthroughs into marketable, profitable 
products—a rarer, more valuable, skill. 
 

IV. CREATE AN INNOVATIVE ENVIRONMENT 
 
In today’s marketplace, innovation is always difficult, and requires exceptionally 
intelligent thinking. As discouraged pharmaceutical executives sometimes claim, “all 
of the easy molecules have already been discovered or made.” Despite challenges, 
innovation can be achieved more easily by organizations able to identify useful ideas 
in one sector and tailor them, if necessary, to another. 
 

Many companies feature bright, inventive people, but this does not necessarily equal 
innovation, which is often hindered by internal challenges and external barriers. To 
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overcome these roadblocks, companies can employ basic change management 
techniques. These include encouraging people at all levels of the organization to 
help create a culture that prizes, rather than limits, innovation. Often, that means 
accepting some level of failure, and reducing the pressure to continually achieve 
greater and greater “numbers.” 
 

Additionally, companies can make a conscious effort to recognize good sources of 
inspiration for innovation, which amount to free intellectual property. Examples 
abound, including the airport kiosk. Passengers who have “registered” with a kiosk 
facilitate interactions with airline employees, who can tell where they are headed, 
how many bags they are checking, whether or not their frequent flier miles have 
been updated, etc. Most passengers are more than happy to use a kiosk, since they 
generally save time. Why not apply kiosks in doctor’s offices? Patients could sign 
themselves in, providing a host of valuable information that would otherwise have 
taken an employee several minutes to gather. Theoretically, a kiosk could tell 
patients a great deal of information, such as how they can expect to wait. Instead, 
most doctors’ offices employ a person to manage that work, which can be tedious 
and expensive. 
 

Winnowing through myriad innovations and finding something useful, such as an 
airline kiosk, is a skill companies can develop to ensure they apply new and 
exceptional processes and technologies in their organizations. In most cases, patent 
issues do not apply when innovations from different industries are used. In any case, 
companies are much better off if they are able to uncover and use other 
organizations’ excellent ideas—continuously. 
 

Dell, this time, provides a cautionary example: It was an incredibly innovative and 
successful company. However, it did not sustain its innovation—over time, HP, IBM, 
and other companies copied Dell’s ideas, commoditizing them. Consequently, the 
company’s primary advantage waned, and plants closed. By innovating continuously, 
organizations remain successful over the long term, all the more reason to look for it 
from non-traditional sources. 
 
 

Despite challenges, innovation can be achieved more easily by 
organizations able to identify useful ideas in one sector and tailor 
them, if necessary, to another. 
 
 

 

 

 

 

1 The role of the business model in capturing value from innovation: Evidence from Xerox Corporation's 
technology spin-off companies; Henry Chesbrough, Richard S. Rosenbloom. Industrial and Corporate Change. 
Oxford: June 2002. Vol. 11, Iss. 3; pg. 529 

 


