
INNOVATION IN FMCG

Where we are.
Where we’re going. 
How to get there. 
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THE ONLY THING THAT IS CONSTANT IS CHANGE” -

HERACLITUS, 500BC

The FMCG industry traces its origins back to the likes of Colgate Palmolive, founded in 
New York in 1806l Procter & Gamble, founded in Cincinnati, Ohio in 1837; and Coca-
Cola, founded in 1886 in Columbus, Georgia. Over the subsequent years, these 
companies capitalised on the industrial revolution and economies of scale to become 
the household names they are today. 

Today, Coca-Cola is worth more than US$180B whilst P&G boasts a valuation of more 
than US$200B.However, while incumbents have enjoyed steady growth throughout 
much of the past Century, tides are beginning to change. Technology, changing 
consumer tastes, business model innovation, radically different ways of working and 
lower barriers to entry are fundamentally changing the game and forcing FMCG 
companies to rethink their business models.

As the Greek philosopher Heraclitus put it, “the only thing that is constant is change”. 
Incumbents need to ready themselves for far more change than they’ve traditionally 
been built to navigate. Failure to do so is likely to result in extinction or at best, 
significant marginalisation.
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Image: The average company lifespan on the S&P500 continues to fall (Source: Innosight)

When “Winds of Change”, the power-ballad that propelled the The Scorpions to the 
top of the charts, was released in 1989, the band was celebrating the end of the Cold 
War.

It seems like just yesterday the Berlin Wall came crashing down. Yet, in the 29 years 
since, the way we live, work and play has changed radically thanks in no small part to 
the internet and the world wide web, e-mail, MP3s, Google, wi-fi, Facebook, 
smartphones, tablets, consumer-GPS, solar, electric vehicles and GMOs. 

On the back of this upheaval of the way we do things, more than 50% of today’s 
S&P500 are facing replacement in the next 8 years, according to research by 
consultancy Innosight.

20th Century management theories underpin how FMCG companies operate today 
and they are best characterised by: 
• hierarchical chain of command;
• a separation of functions; 
• an emphasis on planning, budgeting, efficiency and process;
• risk mitigation; and 
• maximising shareholder returns in the short term

This might have made complete sense in a time when the impact of technology change 
was not as pronounced as it is today and decisions could be made about the near to 
mid-term with almost absolute certainty.

WINDS OF CHANGE
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History of 
Be.

However, with escalating changes to the technology, business model, economic and 
customer behaviour landscape, large FMCGs are finding themselves scrambling to 
survive, as they try to make sense of these changes and respond in a meaningful way. 

Large incumbent FMCGs have developed systems that, not unlike McDonald's, make 
them adept at delivery but not discovery, something inherent to navigating change. 
Incumbents are adept at execution, but not exploration. With growing uncertainty and 
volatility in the business landscape, the ability to make long-term decisions with any 
degree of conviction or accuracy is perhaps best left to clairvoyants, simply because the 
rate of change is so fast.

Thriving under chaos is key to surviving and thriving in this new economy, even it would 
seem, in the political arena.

Best-selling author Tim Harford says helped Donald Trump win the election. “He made 
the primary campaign all about him and sucked the oxygen away from all of his rivals. 
They just couldn’t make headlines, and couldn’t respond quickly enough to what he 
was doing.” By the time his opponents had prepared their thoughtful rebuttals Trump 
was off to the next disorienting announcement and left them scrambling again to make 
sense of the situation and respond.

For large incumbent FMCGs, it’s not a case of simply flicking the switch on “the way 
things have always been done around here”, donning white shirts, red ties and 
embracing a, dare I say, Trumpian approach to innovation. Culture, mindsets, 
processes, systems, performance incentives and values at large incumebts can often be 
the very antithesis of innovative thinking and if I’m a senior executive whose success has 
been pegged to having what appear to be the right answers, mitigating risk and 
maximising shareholder value and my core business is still, after all, making money 
today, then the prospect of genuinely moving from delivery to discovery for most large 
organisations is a grim one.

 But it is not without its remedies.

WINDS OF CHANGE
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Throughout the 1990s, Moore’s Law, the doubling of 
computing power every 18 months, took the transistor 
count per chip from one million to over one hundred 
million. This is representative of an increase of 99 million 
transistors. 

Sounds impressive, right?

However, from 2010 to 2016 alone, humanity added 
over 10 billion transistors per chip. That’s more than 100 
times the growth in transistors that we saw in the 90s. 

And the rate is accelerating.

Moore’s Law is relentlessly surging ahead and bringing 
us to an inflection point,, resulting in more uncertainty 
than ever before and posing a significant threat to every 
industry and business model.

A number of technologies underpin this change and 
serving to not only lower barriers to entry for companies 
looking to enter the FMCG space, but also make it easier 
for small, new entrants to operate at the scale of an 
incumbent with a global footprint and deliver an 
exceptional customer experience while they’re at it. 

TECHNOLOGY

Artificial Intelligence
Blockchain

Mobile
Voice and Smart Devices
Internet of Things (IoT)

Big data and deep analytics
Drones/UAV

Virtual and augmented reality
Social media

Robotics and automation

Renewables
Chat-bots

Cloud and SaaS
The internet
E-Commerce
ACE vehicles

EMERGING TECHNOLOGIES IN FMCG

WHAT’S BLOWING THE 

WIND OF CHANGE?
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CONSUMER BEHAVIOUR
Technology is in many ways, also driving a change in consumer expectations and the way 
consumers behave and make purchasing decisions.  

Of particular note is the rise of:
• Ethical consumption
• Expectations of a flawless customer experience
• Deferring to peers and influencers before making a decision
• Associating one’s brand and identity with the brands they engage with
• Online communities, content and video
• A culture of instant gratification
• Growing urbanisation
• Connectivity 

Local and craft preferences
• Health and fitness conscious consumption
• Design sensitive consumers



NEW TRENDS IN FMCG

We identified technological, business model, behavioral and economic 
trends and changes playing out today and mapped these across the FMCG 

value chain in order to identify synergies and key areas of interest.

Where things get really interesting though isn’t so much these trends in 
unison. It’s what happens when trends and  technologies converge that 

things really start to get hot in the kitchen.

This convergence is what’s ultimately challenging traditional FMCG.

In the next few pages we cover the convergence of these trends, the 
implications for FMCG and provide a plethora of real world case studies, 

captured in easy to digest, visual maps. 
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Trend 1 Convergence of What Implication for FMCG
Super 
Personalisation

AI, Personalisation, 
Analytics, Total 
Experience 
Management

The convergence of 
deep data, analytics 
and narrow artificial 
intelligence 
applications makes it 
possible to deliver 
personalised
experiences to 
customers and end 
consumers. 

End consumers are 
getting used to 
personalisation in fields 
traditionally devoid of it, 
even banking and 
FMCG. As such, 
companies who don’t 
offer a personalised
experience may find 
themselves losing 
market share to 
companies that do.

Campbell Soup uses IBM’s Watson technology to recommend Campbell Soup recipes to 
consumers based the weather, personal preference, past choices, and ingredients that are 
on hand.

On-demand alcohol delivery company Tipple focuses on data and leverages to separate 
the platform from its competition, including bricks-and-mortar ‘mum and pop’ bottle shops. 
Tipple is fundamentally a digital technology company that actively uses information to 
make real time decisions instantly and its systems are designed to take multiple sources of 
data and extrapolate the best possible outcome in real time. 

This includes customers ordering, picking and packing and delivering the orders.

SUPER INTELLIGENT PERSONALISATION
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ON DEMAND
Direct to consumer models such as on-demand, subscriptions and marketplaces, have 
been made possible, in part, due to the convergence of Mobile, Personalisation, Analytics, 
On Demand, Cloud Computing and e-Commerce, and includes On Demand, 
Marketplaces and Subscription Services. 

A trailblazer in the 'your favourite restaurants, delivered fast to your door' 
movement, which built on the success of mobility services such as UBER 
and Lyft before them. Today, Delivery Hero has a global presence and 
is worth more than US$7B. 

Others in the space such as Deliveroo, Foodora, Food Panda, Tipple and 
UBER Eats are also prominent names in the space.

Trend 2 What Implication for FMCG
On Demand Mobile digital media time in 

the US is now higher than 
that of desktop. 40% of sales 
on Black Friday came via a 
mobile device. This cluster 
offers consumers an on-
demand, personalised
service.

In the era of instant gratification, 
customers “want it now!”. Failure 
to give them that option will see 
them going elsewhere. On 
demand alcohol delivery 
company Tipple has been 
growing its user base by 15-20% 
each month, using data to 
uncover exactly what its 
customers want, where they are 
and strategise and market 
accordingly.
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SUBSCRIPTIONS

SaloonBox delivers craft cocktails curated by some of the best bartenders in the world 
straight to your door. Each month, they send subscribers one box containing all the 
ingredients and instructions to make two different cocktails, both of which are portioned for 
two people.

Trend 3 What Implication for FMCG
Subscriptions Subscription services are on 

the rise. n the month of April 
2017, subscription company 
websites had about 37 
million visitors. Since 2014, 
that number has grown by 
over 800%.

From Netflix to Bella Box to Dollar 
Shave Club, subscription services are 
disrupting both digital and physical 
product revenue models. Companies 
that leverage consumer models not 
only lock in customers/consumers for 
a longer period of time but also 
generate better customer insights, 
aiding decision making and 
supporting greater personalisation
and customer experience. 
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MARKETPLACES

Etsy is the global marketplace for 
unique and creative goods. It’s 
home to a universe of special, 
extraordinary items, from unique 
handcrafted pieces to vintage 
treasures. Etsy is today worth 
US$2.5B and is a poster-child for 
the power of ell branded and 
marketed niche marketplaces and 
online communities. 

Trend 4 What Implication for FMCG
Marketplaces Online marketplaces are 

empowering more brands to 
go direct to consumer.      
Such mechanism also have 
user generated reviews, 
communities and loyalty 
programs embedded into 
them which drives trust, 
engagement and retention. 
Online marketplaces break 
down barriers to entry to 
categories, enabling lean, 
agile and innovative start-
ups or collectives of 
entrepreneurs to attack large 
established players.

The growth in online marketplaces 
(US$1 trillion in 2016) and the entry of 
players such as Amazon into the 
Australian market poses a threat to 
traditional distribution channels and 
revenue streams. If incumbents don’t 
successfully leverage marketplaces, its 
own or that of third parties, they might 
miss out on the opportunity. 

A rise in larger well funded competitors 
developing direct to consumer models, 
coupled with friction created with 
existing bricks and mortar based 
channels could see a tumultuous 
marketplace in the very near future.

Competition will increasingly come 
from out of category enthusiasts 
running lean, or agile start ups enabled 
by crowd sourcing, sharing economy 
and online marketplaces.
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Provenance is a platform that empowers brands to take steps toward greater transparency 
by tracing the origins and histories of products throughout the entire supply chain. Most 
recently, they have applied their technology to track tuna 'from shore to plate'.

CONSCIOUS CONSUMPTION

Trend 5 Convergence of What Implication for FMCG
Conscious 
Consumption

Blockchain, 
Sustainability, IoT, 
Analytics, Social 
Good, Conscious 
Consumption

Blockchain
technology will 
enable the tracking 
of ingredients and 
goods across the 
entire supply chain, 
as well as the 
brewing process, 
enabling end 
consumers to make 
more informed 
purchasing decisions 
in line with ethical 
consumption.

If incumbents don’t 
support transparency in 
their  supply chain or 
brewing process, and 
other companies do, 
they may lose favour
with a rising share of the 
market who are making 
purchasing decisions, 
not based on just price 
or quality, but on ethics 
and social good as well.
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Kleenex has gone viral a number of times 
using social media to identify target uses 
based on status updates (eg. recent breakup 
or feeling unwell) and sending said users 
'Survival Kits’ (right) in the mail. Users would 
naturally share this on social media and 
these campaigns, while kits were only sent 
to several hundred people, were shared by 
several hundred thousand people and have 
been glorified by marketing publications as 
examples of how to leverage social media to 
amplify your brand.

REAL-TIME, REAL-WORLD

Trend 6 Convergence of What Implication for FMCG
Real-time Personalisation, 

Direct to Consumer, 
Email Marketing, 
Influencer 
Marketing, Video 
Consumption, Social 
Media Use, Gen Z 
influence, Analytics, 
AI, Automation

The convergence of this 
cluster of technologies 
provides companies, who 
respond in time, with a 
significant marketing edge 
over their competitors, 
both in the collection, 
interpretation and use of 
data to better market to 
consumers across a 
number of popular 
channels. 

The big budget one way 
communication approach 
to influencing consumers 
and building brands breaks 
down entirely and becomes 
a legacy as brands 
increasingly need to be 
always on, adaptable and 
conducting multiple 
conversations across a 
number of fragmented 
platforms.

Failure to adopt the use 
of this technology 
cluster will result in a 
lack of customer 
insights, compared to 
competitors, putting 
incumbents at a distinct 
disadvantage insofar as 
product strategy and 
marketing decision 
making is concerned.
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Trend 7 Convergence of Outcome Implication for FMCG

Health & 
Wellness

Gen Z, Health 
Conscious, Low 
Sugar, Video, 
Design Conscious, 
Influencer 
Marketing, Social 
Media, Mobile, 
Organic, 
Communities

A growing proportion 
of millennials and Gen-
Z are turning to health 
conscious choices, be 
they low sugar, gluten 
free or organic. These 
markets also make 
choices based on 
online influencers and 
communities/peers. 

In order to capture 
millenials and the 
emerging Gen-Z market, 
Incumbents would need 
to make more health 
conscious offerings 
available as well as 
effectively market these to 
cohorts via influencers 
and online communities. 
This extends to an innate 
need to make online 
campaigns ‘shareable’.

Bulletproof is a ‘human performance optimisation’ brand focused on the 
coalescence of body, mind and nervous system. 

Its flagship products, Bulletproof Coffee and Brain Octane, an MCT oil-
based coffee said to have cognitive benefits (a 'nootropic'), have soared 
to global popularity in recent years, so much so that Bulletproof raised 
US$19M in 2016 to open a chain of bricks & mortar Bulletproof Coffee 
outlets, giving health conscious coffee drinks an alternative to 
incumbents like Starbucks, even if it means paying as much as US$8 for a 
coffee!

HEALTH & WELLNESS
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Trend 8 Convergence 
of

Outcome Implication for 
FMCG

Sustainability Sustainability, 
Recycled 
materials, 
Lightweight 
materials, 
Organic 
materials

As consumers become aware of 
the negative impact of 
packaging, and new sustainable 
packaging technologies become 
more affordable and accessible, 
the packaging formats of today 
will increasingly look like 
cumbersome, unsustainable 
legacy technologies. 

Compounded with legislation 
passing on the cost of packaging 
impacts onto manufacturing 
firms, there could be a significant 
paradigm shift coming for the 
FMCG manufacturing sector.

If incumbents fail 
to adapt, it could 
face declining 
market share as 
drinkers ‘vote with 
their feet’ and 
choose more 
sustainable 
options as well as 
an immediate 
need to invest in 
and adapt its 
manufacturing 
capabilities.

"To highlight the benefit of the Nike Air Max, the shoes were packed in an air-
cushion. The benefit of the product is transferred into the packaging, and made 
visible. The package provides the best possible presentation of the shoe and a 

high advertising effectiveness. Due to less usage of materials, it is also an 
innovative and ecological style of packaging.

SUSTAINABILITY
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ONLY SCRATCHING  
THE SURFACE
These six trends only scratch the surface of what’s possible when today’s technologies, 
business models, consumer tastes and economic realities converge.

Some other considerations worth stressing for companies in the FMCG space include: 
• Customers desiring value and customer experience over price
• The use of predictive analytics to make better product, supply chain and inventory 

management, sales and marketing decision
• Near to real-time delivery
• Building consumer relationships online
• Cross sector and cross company innovation

No checkout? No problem!

Amazon Go is a new kind of store with no checkout required. Amazon is attempting to 
create what it calls ‘the world's most advanced shopping technology’ so customers never 
have to wait in line and simply use the Amazon Go app to enter the store, take the products 
they want, and go. 



NEW KIDS ON THE BLOCK
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MORE AND MORE MAJOR BUSINESSES AND INDUSTRIES ARE BEING RUN ON 

SOFTWARE AND DELIVERED AS ONLINE SERVICES — FROM MOVIES TO 

AGRICULTURE TO NATIONAL DEFENSE. 

MANY OF THE WINNERS ARE SILICON VALLEY-STYLE ENTREPRENEURIAL 

TECHNOLOGY COMPANIES THAT ARE INVADING AND OVERTURNING 

ESTABLISHED INDUSTRY STRUCTURES. 

I EXPECT MANY MORE INDUSTRIES TO BE DISRUPTED BY SOFTWARE, WITH 

NEW WORLD-BEATING SILICON VALLEY COMPANIES DOING THE DISRUPTION 

IN MORE CASES THAN NOT.”

- MARC ANDREESEN, 2011 

INVESTOR IN AIRBNB, FACEBOOK, FOURSQUARE, GITHUB, GROUPON, LYFT, 
OCULUS VR, PINTEREST, SKYPE, SLACK, TWITTER, ZYNGA AND MANY MORE…

SOFTWARE IS EATING THE WORLD
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CONSUMER PACKAGED GOODS
DEALS AND M&As OF MAJOR CORPORATIONS 2011-Q12016

Business intelligence company, CBInsights, has identified a significant 
amount of activity when it comes to what are essentially software 
companies entering the FMCG/CPG space, many of which are being 
acquired by incumbent brands (see below) in an effort to offset some 
internal weaknesses and strengthen their value propositions. 



COLLECTIVE CAMPUS | INNOVATE OR DIE 27

WAYS OF WORK
What differentiates what Marc Andreesen refers to as “Silicon Valley-entrepeneurial technology 
companies” and incumbent FMCGs, isn’t so much just talent or technology alone, but 
underpinning that is a way of work that is fundamentally different to what you’ll find at most 
incumbents.
Perhaps this is best encapsulated by our adaptation and extension of what Albert Savoia, 
Google’s Innovation Agitator and Engineering Director, call the ‘pretotyping manifesto’.

“Startups that learn the fastest, win” – Eric Ries, author of The Lean Startup
Successful start-ups are ultimately cross-functional and focused on experimentation, which 
makes them fast, their team members are aligned to a common purpose, and they put 
Socratic thinking (doing and data) at the core of how they make decisions, refusing to put 
too much emphasis on ‘professional judgment’. 

These startups embody the 80/20 Pareto Principle, constantly re-evaluate how they’re 
spending their time, keep pointless meetings to a minimum or eliminate them altogether, 
build fast, measure fast, and learn fast and leverage automation tools and outsourcing to 
the nth degree so that they can focus on their strengths which is what will help them create 
the most value. 

SV entrepreneurial-tech company Typical Large FMCG

Building Talking

Simple Complex

Now Eventually

Commitment Committees

Data from Outside the Building Inside the Building Opinions

Focus on Business Model Innovation Focus on Product Innovation

Lots of Small Bets Few Large Bets

Extreme Ownership Outsourced Accountability

Effectiveness Efficiency

Long-term view Short-term view

Fast cross-functional teams Slow silo’d and often competitive departments

Risk mitigation by experimentation Risk mitigation by comprehensive analysis (often 
leading to paralysis)

Focus on the greater good of the team Focus on self-interest and individual KPIs

Adaptable Inflexible

Lean Startup + Agile Stage Gate / Waterfall

Measure Outcomes Measure Inputs

Open Closed
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INCUMBENT CHALLENGES

PROCESS

Incumbent FMCGs have been built to deliver upon a repeatable, scaleable business model. 
Unfortunately, this does them no good when it comes to moving fast in order to discover 
new opportunities and adapt to the ever changing technology and business landscape they 
inhabit.

Traditional NPD methods such as Stage Gate and Waterfall are simply detrimental when it 
comes to discovering new business models. All they serve to do is give executives a false 
sense of control before plowing what can amount to several hundred thousand dollars, if 
not millions, into new products or business models that ultimately go nowhere because 
they were based on opinion instead of data and because there was no feedback loop built 
in, enabling the incumbent to duck and weave as they go.

As former world heavyweight boxing champion Mike Tyson eloquently put it, “everybody 
has a plan until they get punched in the face”. In today’s business landscape, the punches 
are coming thick and fast. 

Traditional methods like Waterfall work when you’re almost absolutely certain that all the 
assumptions underpinning the success or failure of your idea are true – when there is any 
uncertainty, these methods fall over very quickly. 

The damage goes beyond that though. If we rely on slow and expensive methods like 
Stage Gate, we are likely to take only a few (very expensive) bets each year, as opposed to 
test lots of potential ideas. Failures therefore tend to be very costly and ultimately create a 
culture where people are afraid to try new things and an environment where employee 
morale can be low.



WHAT TO DO ABOUT IT
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DISRUPTING FMCG

As Clayton Christensen put it in the classic book on disruption, The Innovator's Dilemma, large 
organisations often fail to respond to opportunities and get disrupted because disruptive 
innovations, generally and initially:

• are not good enough for mainstream consumption
• are commercialised in small or insignificant markets
• promise small margins, not high profits
• are simpler and cheaper

Again, it’s clear to appreciate why large companies don’t support disruptive ideas in their 
infancy.

If a listed company made $1B last year and analysts are forecasting 5% growth then it needs to 
find an additional $50M this year or suffer a decline in share price and value.

Finding an extra $50M in small markets with products that aren’t yet good enough for the 
mainstream is probably not the best place to find the extra coin.

Airbnb might be a US$30B company today, but they made $200 a week in their first year. They 
struggled so much that they came up with their own line of topical cereal simply to pay their 
credit card bills.

These are the negative attributes of disruptive innovations in their infancy that prevent large 
companies from taking an interest until, oftentimes, it’s too late (hello Blockbuster...or, erm, 
goodbye I guess?).

Disruptive ideas usually don’t see light of day your typical incumbent FMCG. 
And when they do, it’s not for long.

This is because traditional financial metrics such as NPV, IRR and RoNA are used as measures 
of success. In addition, the allocation of capital for new ideas hinges on business cases that ask 
us to forecast indicators such as the target market, the market size, the payback period and 
aforementioned financial metrics - all factors that can’t be reliably predicted when it comes to 
disruptive innovation which is inherently uncertain and chaotic.
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DISRUPTING FMCG

In the odd case that capital is allocated to a potentially disruptive idea, it’s usually pulled 
prematurely because the financial metrics or assumptions that made up the crux of our 
business case were faulty - which is to be expected for almost any truly disruptive idea 
because if you’re reliably estimating what every variable looks like from day one, you’re 
either a prophet, have a crystal ball or are just pursuing incremental innovation, the 
opportunities for which are much more visible and obvious, so too the underlying 
assumptions.

1. Creating an independent entity with its own processes, budget and values
2. Investing in or partnering with startups
3. Big bang transformation (probably at a risk to the core business)
4. Creating parallel systems and processes to support disruptive 

innovation

We will zoom in on #2 and #4 in coming pages. 
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INVESTING OR PARTNERING WITH START-UPS

According to CBInsights, funding to private FMCG companies 
increased 8X from 2011 to 2015. The business insights 
company says that “over the same period, the likes of Coca 
Cola, Unilever, General Mills and ABInBev, have been placing 
bets on private companies or acquiring companies, as they 
search for innovation or new product lines and markets to 
exploit”.

Australian craft label, Feral Brewing Co, was acquired by Coca-
Cola Amatil in late 2017.

Aside from new product lines and markets to exploit, a fundamental reason why large incumbents 
are engaging startups in record numbers, is due in part to the fact that large companies have not 
been built to respond to the accelerating pace of change in a timely manner, and that short of 
restructuring the entire organisation from the ground up (a big, hairy and audacious goal), 
partnering with startups who are unencumbered by bureaucracy, short-term shareholder 
demands and employee incentives, is an easier way to tap into emerging technologies, business 
models and talent. 

This makes sense for most large organisations given that startups tend to explore disruptive 
innovations - usually low margin, small market and high risk to begin with - don’t support short 
term and often large company growth targets, but if left unchecked, may be the source of 
dwindling market share a few years down the track (here’s looking at you Blockbuster for passing 
up the opportunity to buy Netflix for US$50M - the company is today worth 140 times that).

WHY ENGAGE START-UPS?



COLLECTIVE CAMPUS | INNOVATE OR DIE 33

HOW TO ENGAGE START-UPS

There are a number of ways incumbents can engage startups, including:

1. CORPORATE STARTUP ACCELERATOR PROGRAM

A corporate accelerator program pairs the domain expertise, resources, brand, distribution 
channels and networks of a large organisation together with the talent, speed and 
unencumbered nature of a startup, in order to leverage their respective strengths to take startups 
from zero to one.

Benefits for incumbents:
• Gain financial exposure to disruptive startups (often corporate partners will take equity in the 

startups at the start of the program or may nominate to invest at the end of a program)
• Diversify across a number of startups and concepts (generally 8-10 startups go through an 

accelerator program)
• Identify opportunities to integrate new technologies into the core business
• Get across emerging trends
• Build relationships with talent in the startup ecosystem
• Provide employees with educational opportunities as part of the accelerator
• Improve brand
• Support talent acquisition and retention
• Give employees an opportunity to mentor startups on their domain

Examples:
1. Grocery Accelerator
2. The Brandery
3. Coca-Cola’s The Bridge
4. Mondelez Shopper Futures Accelerator (above)
5. Unilver’s The Foundry

Recommended Reading: Corporate accelerator programs
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HOW TO ENGAGE START-UPS

There are a number of ways incumbents can engage startups, including:

2. STARTUP MATCHING

You’ve heard of startups pitching their ideas right? Startup matching essentially turns the 
table on startups and pits corporate pain points or gains sought in a particular area with 
startup teams to solve.

Pairing the domain expertise, networks, distribution channels, customers and resources of a 
large organisation with the speed, talent and emerging technology of startups radically 
increases the likelihood of success for both parties.

Benefits for incumbents:
• Redefine the problem (oftentimes corporate sponsors present poorly defined problems)
• Tap into a deep pool of talent to solve the problem and add value
• Build relationships with the startup ecosystem
• Improve your brand
• Learn from the ecosystem

Incumbents can carve out a new business unit to 
deal with disruptive innovation, create spin-offs or 
spin-ins or they can invest in, partner with or 
acquire startups.

The latter approach is indeed the most 
straightforward and popular one with technology 
M&A deals in the United States alone totaling 
US$42.8B across 486 investments in Q1 2017. 

Globally, corporate venture capital participated in 
US$24.9B across 1,352 deals in 2016 with seed 
and Series A investments accounting for almost 
half of this so clearly large incumbents see startup 
investment as a significant part of their growth 
strategy.

Read Corporate Startup Partnerships 101

RECOMMENDED READING
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HOW TO ENGAGE START-UPS

There are a number of ways incumbents can engage startups, including:

3. OPEN INNOVATION

An open innovation program poses a simple request of startups, entrepreneurs (and 
employees, customers, partners, academia and the general public) - “give us your ideas on 
topic X”.

These programs tend to be run online, supported by an idea platform like Spigit, and can 
often elicit hundreds of ideas which then lend themselves to subsequently engaging with 
the people behind the top ideas.

Benefits for incumbents:
• Access a very vast pool of ideas from people and organisations all around the world

Examples:
1. P&G Connect+Develop
2. GE Open Innovation Challenge
3. Open Innovation Forum Food & FMCG Pitching Event

Today, more companies than ever are using open 
innovation strategies to boost their rate of success. 
‘Open innovation’ (OI) is about looking outside 
one’s organisation to solve challenges, respond to 
disruptive technologies and increase speed to 
market. 

It’s about collaborating with industry experts, 
budding startups and customers to take 
advantage of emerging technologies or advance 
existing products and services. Innovation is 
industry agnostic and can be achieved by all kinds 
of organisations.

Read 5 Open Innovation Success Stories

RECOMMENDED READING
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4. CORPORATE VENTURE CAPITAL

Many large corporates are setting 
up corporate venture capital 
(CVC) arms simply to invest in 
emerging talent and gain financial 
exposure to companies that are 
treading an upwards trajectory.

More than $3.3 billion in equity financing was invested in 2015 across 400 deals 
(CBInsights). This number has no doubt continued to grow in the 3 years since.

Companies can either set up their own funds or take a more hands off approach by investing 
in existing funds (and perhaps taking a Board seat in the process) that deal with early stage 
startups or scale-ups.

Benefits for incumbents:
• Have deal-making authority
• Diversify across a number of startups in your industry
• Build relationships with the ecosystem and gain exposure to emerging tech and talent

Examples: 
• Unilever Ventures
• Johnson & Johnson Development Corporation
• Danone Manifesto Ventures
• P&G Ventures

Source: CBInsights

HOW TO ENGAGE START-UPS
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WHAT IS DISRUPTIVE INNOVATION?

Hold up! What’s disruptive innovation?
First up, we need to have a process for defining whether an idea is disruptive, mere 
incremental innovation or somewhere in between.
So, a quick refresher on McKinsey’s three horizons (or types) of innovation:

According to Clayton Christensen, characteristics of disruptive businesses, at least in their 
initial stages, can include: lower gross margins, smaller target markets, and simpler products 
and services that may not appear as attractive as existing solutions when compared against 
traditional performance metrics.

Again, it’s clear to appreciate why large companies don’t support disruptive ideas in their 
infancy.
If a listed company made $1B last year and analysts are forecasting 5% growth then it needs 
to find an additional $50M this year or suffer a decline in share price and value.

Finding an extra $50M in small markets with products that aren’t yet good enough for the 
mainstream is probably not the best place to find the extra coin.

These are the negative attributes of disruptive innovations in their infancy that prevent large 
companies from taking an interest until, oftentimes, it’s too late (hello Blockbuster...or, erm, 
goodbye I guess?).
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So what other factors might define disruptive innovation that we could use to determine 
which investment pathway to funnel an idea into - a traditional business case or our 
alternative?

The disruptive innovation litmus test, first put forward in Christensen’s The Innovator’s 
Dilemma, proposes the following solution for new market or low-end disruptive 
innovations.

New Market Disruption (innovation that creates a new market, eg. iPad)
• Is there a large population of people who historically have not had the money, 

equipment, or skill to do this thing for themselves, and as a result have gone without it 
altogether or have needed to pay someone with more expertise to do it for them?

• To use the product or service, do customers need to go to an inconvenient, centralized 
location?

Low-End Disruption (innovation is better or cheaper than what came before it, eg. 
Netflix)
• Are there customers at the low-end of the market who would be happy to purchase a 

product with less (but good enough) performance if they could get it at a lower price; 
and

• Can we create a business model that enables to earn attractive profits at the discount 
prices required to win the business of the over-served customers at the low end? Once 
an innovation passes the new market or low-end disruption test, there is still a third 
critical question to answer affirmatively;

• Is the innovation disruptive to all of the significant incumbent firms in the industry? If it 
appears to be sustaining to one or more significant players in the industry, then the odds 
will be stacked in that firm’s favor, and the entrant is unlikely to win.

WHAT IS DISRUPTIVE INNOVATION?
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CREATING PARALLEL PROCESSES TO 
SUPPORT DISRUPTIVE INNOVATION

For emerging businesses, startups and new corporate ventures, there is a tendency to jump 
to conclusions with a product and try to optimise things like marketing channel and ad 
campaigns, which might bear a little fruit, but when you’re selling a half baked solution to a 
poorly defined problem, you might steal a few unsuspecting bases, but you won’t hit any 
home runs.

What if there was a way to test and optimise our assumed problem and 
solutionbefore investing in subsequent development?

Customer discovery philosophies like the lean startup have opened people’s eyes to this 
possibility, especially during a time of ubiquitous internet access where building, testing 
and iterating can be done warp speed.

Below is what Ash Maurya, author of Running Lean and creator of the lean canvas, 
essentially describes as the new product development lifecycle:

1. Validate the problem you are solving
2. Define the smallest possible solution
3. Validate your solution / unique value proposition
4. Validate product market fit (that people will pay for your product)
5. Scale

Source: BenneliJacobs&co
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The “Silicon Valley Entrepreneurial Tech Company” Investment Approach
When startups seek investment, they do so based on different factors, from different 
people, at different stages of their lifecycle.

TYPICAL STARTUP INVESTMENT CYCLE

A venture capitalists’ primary job is to invest in early stage disruptive innovation and so they 
cast a wide net given the risk profile of a startup, only striking gold, on average, once out of 
every ten times, with a couple of moderate wins to boot.

Now if VCs have a strike rate of about 25%, then what chance does a large listed company, 
with a culture characterised by certainty, appeasing short-term shareholder demands, risk 
mitigation by analysis, change advisory boards, steering committees and getting things 
‘perfect’ before engaging customers have of getting it right every time?
Yet, our current systems are setup to do, or expect rather, exactly that outcome. 

What Gets Measured Gets Managed
Recall from our startup investment example above that each stage in the product 
development lifecycle has different metrics used to determine investment.
So we need to define similar metrics for our investment into disruptive ideas at a large 
company.

CREATING PARALLEL PROCESSES TO SUPPORT 
DISRUPTIVE INNOVATION

PRODUCT 

DEVELOPMENT STAGE

INVESTMENT 

STAGE

INVESTMENT 

SOURCE
EXAMPLE METRICS

INVESTMENT 

AMOUNT

VALIDATE PROBLEM Bootstrap Own Funds User Feedback 0 - $10,000

VALIDATE SOLUTION Seed Family & Friends 
Crowdfunding

As Above
Website Sign ups 0 - $10,000

VALIDATE BUSINESS 

MODEL
Seed

Crowdfunding
Angels
Venture 
Capitalists

As Above
Sales
Pre-orders
Engagement Rate
Net Promoter Score (NPS)
CPA v LTV*

$50,000 - $1M

FEATURE 

DEVELOPMENT
Series A

Venture 
Capitalists
Private Equity

Average Revenue Per 
Account (ARPA)
Monthly Recurring
Revenue (MRR)

$2M+

SCALE Series B+
Venture 
Capitalists
Private Equity
IPO

All of the Above $5M+
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Effective metrics are characterised by the following:
• SMART - specific, measurable, actionable, realistic, time bound.
• Actionable - ties specific and repeatable actions to observed results
• Capture the why, where, who and what
• Generate key market insights
Okay, so what is this “alternative approach” you keep speaking of?!
Well, if we take the startup investment model above and map it to the product 
development lifecycle, we might land on something like this to back disruptive innovation 
at a large company.

THE BUSINESS CASE ALTERNATIVE FOR DISRUPTIVE INNOVATION

EXPERIMENTATION DOESN’T NEED TO COST MUCH.

You’ll note the tiny funding amounts of as little as $500 for problem validation (depending 
on the idea, this could in fact be much less than $500)

That’s because with nominal amounts like these, some smarts and an internet connection 
we can test lots of our assumptions fast and generate enough data to determine whether or 
not we should receive a subsequent capital injection.
Remember, we’re looking to test problem and solution in the early stages of an idea, which 
doesn’t require functional, working software or hardware.

Make no mistake, this is way lighter than your traditional ‘proof of concept’ which is still all 
about some kind of functional offering that takes months to get out of the building.

CREATING PARALLEL PROCESSES TO SUPPORT 
DISRUPTIVE INNOVATION

STARTUP 

INVESTMENT 

STAGE

PRODUCT 

DEVELOPMENT 

LIFECYCLE 

STAGE

EXAMPLE 

METHODS
EXAMPLE TOOLS EXAMPLE METRICS

INVESTMENT 

AMOUNT

BOOTSTRAPPING
Validate 
Problem

Customers 
Discovery

Problem interview
Jobs to be done 
prioritisation
Customer Survey
Online Ads

User Feedback
% of Positive Responses
Acquisition rate (Pirate 
Metrics)

$500 -
$5,000

FRIENDS & 

FAMILY

Validate 
Solution

Customer 
Developmen
t
Design 
Thinking
Lean Startup

As Above
Landing Page
User Testing
Solution Interview

As Above
Waiting List Sign-ups
Activation Rate (Pirate 
Metrics)

$500 -
$5,000

SEED

Validate 
Business 
Model

Lean Startup
As Above
Lean Canvas
Validation Board
Clone Scripts

As Above
Sales
Pre-orders
Engagement Rate
Net Promoter Score 
(NPS)
CPA v LTV*

$1,000 -
$5,000

SERIES A
Build out 
feature sets Agile

Kand Questionnaire
Feature to be done 
prioritisation
Analytics Software 
Sprint Review

As Above
Average Revenue Per 
Account (ARPA)
Monthly Recurring 
Revenue (MRR)

$10,000+
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CASE STUDY: CULTURE CHANGE AND  
THE LEAN STARTUP AT GE
Think your organisation is too big, bureaucratic and over-reg ulated to apply lean startup?
Think again.

General Electric, with its $120B market cap and 200,000 employees worldwide, did exactly 
that. And it’s exactly this kind of progressive thinking, entrenched in GE’s DNA, that sees 
the company enter its 127th year in a commanding position, ranking 13th in the 2017 
Fortune 500 list.

GE has fast become a model of how to implement lean startup in a large organisation.

Eric Ries, author of the Lean Startup, a new solution development methodology that has 
radically transformed the way startups get products to market, approached GE with a 
simple question, after introducing a group of stakeholders to the philosophy that was 
rooted in software development.

“Is this something you can use to make things like turbines and jet engines, as well?”

Rather than simply shoot down Eric’s question, GE got testing. They put together several 
new product introduction (NPI) teams at Crotonville, the company’s leadership institute. 
Eric was brought in and taught the teams how to apply the methodology.

When asked whether this was something that was applicable to their respective businesses, 
the resounding response was “yes”.

But How?

As soon as team members returned to their respective business units, their ideas and new 
ways of working were quickly squashed. They realised that applying lean startup would not 
only require training but a cultural shift in the organisation.

GE promptly created its Fastworks program - geared towards the successful adoption and 
use of lean startup philosophy across GE.

At GE, limiting characteristics that embody the values of its people were failure not being 
an option, an addiction to being right and a lack of customer-centricity and empathy when 
developing new products. Why engage customers when you have all the answers right?

The company zeroed in on these cultural challenges and started to attack them by creating 
a new belief system that aligned with the Fastworks and lean startup principles.
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This belief system was summarised by the following:

1. Empower and inspire each other
2. Customers determine our success
3. Stay lean to go fast
4. Learn and adapt to win
5. Deliver results in an uncertain world

This was supported by senior management projecting to their people that “this is what we 
believe”.

New beliefs underpin new behaviours and these new behaviours are critical to the 
success of lean startup in a large organisation.
Still, there are challenges as one would expect of a company the size and scale of GE -
200,000 diverse employees across 175 countries.

But the results speak for themselves.

Results
Transport: Using lean startup, GE developed and commercialised a new engine based on 
regulatory changes brought on by the EPA. It got to market 2 years before its competition 
not only resulting in significant cost savings, but bettering the EPA’s requirements. This 
positioned them extremely well with customers, gave them first mover advantage.

Energy: GE developed a gas turbine which enabled it to deliver the most efficient, low 
cost energy solution it could to customers and it decreased development costs by 60% by 
doing so!

In its Industrial business GE:
• reduced time of NPI by two thirds
• reduced time to customer validation by 80%

The latter not only represents a significant cost saving but also frees up NPI funds to 
reinvest into new ventures, rather than over-invest building the wrong thing and 
scrambling to find budget for new projects. This snowball effect enables GE to explore a 
much higher number of new innovations and products in a much shorter time-frame with 
much lower expense.

The underlying message is clear - if an organisation the size of GE can implement 
lean startup, then chances that your organisation can too.
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CONCLUSION
Ultimately, not every company was created equal, and as is the case when 
experimenting with new ideas, incumbents should opt to experiment with different 
approaches to innovation to see what works for them. 

It’s tempting to invest in an a well planned out transformation program in order to feel 
busy at the expense of being truly effective. 

As John Boyd, the US Air Force fighter pilot and Pentagon consultant whose theories 
have been highly influential in not just the military, but in sports, business and litigation, 
said, observe, orient, decide, act… repeat. 

But do it fast, and do it now. 
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ADDITIONAL RECOMMENDED READING
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We help large organisations to discover, not just deliver, to explore, not just 
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