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Our animating question 

Why do the world’s best companies fail so often when 
trying to create new businesses with unique business 
models?  



Center of the desk for the CEO 

PwC’s 2015 US CEO Survey 

63% 

61% 

61% 

Concerned about the threat of new 
market entrants to their organization 

Plan to compete in new industries 
over the next 3 years 

Have entered, or considered entering, 
a new market in past 3 years 



Not for want of trying 

94% Have attempted some degree of 
business model innovation. 

27% Are actively pursuing a business 
model innovation. 

But we’re not very good at it. 

BCG’s 2014 Survey of Most Innovative 
Companies 



It’s easy to see what isn’t causing the problem 

These organizations are rich in: 

Resources 

Smart people 

Motivation 

Across industries and geographies, the result is consistent. 

Analytics 



Conventional wisdom 

Innovate close to the core.  
 

Hire for ambidexterity.  
 

Don’t stray beyond close adjacencies. 
 

Never become a conglomerate.  

Why are some companies able to create new growth 
businesses? 



Our kind of problem 

The Building and Sustaining a Successful Enterprise 
(“BSSE”) course is designed and led by Clay Christensen. 

“When the business world encounters an intractable management problem, 
it’s a sign that there isn’t yet a satisfactory theory for what’s causing the 

problem, and under what circumstances it can be overcome.” 



Our research – from correlation to causality 

Successful Business Model Innovations

# Parent company Business model innovation
1 General Motors OnStar
2 Microsoft Xbox
3 Nestle Nespresso
4 Wal-Mart Sam's Club
5 Virgin Group Virgin Atlantic
6 Disney Disneyland
7 Amazon Amazon Web Services (AWS)
8 Nintendo Wii
9 Honda HondaJet

10 Netflix Original Content
11 Dow Corning Xiameter
12 USA TODAY Online
13 Qantas JetStar
14 Daimler Car2Go
15 Hilti Tool rental
16 DLJ DLJ Direct

Failed Business Model Innovations

# Parent company Business model innovation
1 General Motors Saturn
2 Blockbuster Blockbuster Online
3 Google Google+
4 Intel Intel NBI
5 Anheuser-Busch Eagle Snacks
6 JC Penney EDLP
7 P&G Reflect.com
8 Hewlett-Packard Kitty Hawk (low cost disk drive)
9 Hertz Connect by Hertz (car sharing)

10 Delta Airlines Song (low-cost)

We studied, coded and analyzed 26 industry leaders’ 
attempts to change their business models across 20 
dimensions. 



Two persistent misunderstandings 

1) Business models are less flexible and 
become more rigid over time than we 
would like to believe. 

2) It is not the attributes of the innovator that 
principally drive success or failure, but 
rather the nature of the innovation being 
attempted. 



Before we move on… 
A comment on business models 

Value 
Proposition 

Technology & 
Operations Mgmt. 

Go to Market 
Plan 

Profit Formula 

Scaling & Org. 
Structure 

Business Model for 
Entrepreneurs 

Business Model for 
Strategic Management 

Profit 
Formula 

Strategic 
Resources 

Cost 
Structure 

Value 
Proposition 

Revenue 
Streams 

Dynamic 
Capabilities 
& Processes 

Digital Business 
Model 

Value 
Creation 

Operating 
Model 

Value 
Capture 

Financial 
Model 

Every area of focus develops a business model construct. 



Our preferred framework 

Customer 
Value 

Proposition 
Resources 

Processes Profit Formula 



Capabilities 

Customer 
Value 

Proposition 
Resources 

Processes Profit Formula 

Priorities 

Our preferred framework 



What’s the job to be done—what are its 
functional, emotional and social attributes? 

What experiences in purchase 
and use must we provide to 

fulfill the job perfectly? 

How do we integrate 
to provide those 

experiences? 

What is the progress the customer 
is trying to make? 

What would it feel and be like to have 
that job fulfilled perfectly? 

How do we deploy our capabilities to 
provide those experiences? 

Every Job has 3 levels of attributes 

"People don't want to buy a quarter-inch drill. They want 
a quarter-inch hole!“ – Ted Levitt 

The Theory of the Job to be Done 



Our central lesson 

Once created, business models progress through a series 
of stages, as if they are on a predestined journey. 

 

•  Our business models harden, becoming less flexible over time 
and preventing us from leveraging our key resources and 
processes. 

•  The performance metrics that we honor change along the 
journey, preventing us from doubling back. 

It’s so certain we can show you a map! 



The Business Model Journey 

Market Creation 

Sustaining 
Innovation 

Efficiency Innovation 

Every successful 
business is destined to 
follow this journey. 



The founders create the business 

Insight about 
Job 

Assemble resources & 

The moment of creation 



Entrepreneurship is dominant tendency 

The objective is to understand the Job 

Data about context of Job 
 
Language of questions 
 
Activities of observation 

Market creation 

Data about context of Job 

Language of questions 

Activities of observation 



The hurdles the business faces 
change 

To improve performance, the 
company changes out resources 
and develops processes, aligning 
them more and more tightly to 
overcome the challenges faced 
and achieve better performance. 

Sustaining Innovation 



Objective becomes developing 
processes 

Sustaining Innovation 

Develop constructs for data 
 

Adopt performance metrics 
 

Structure activities to 
improve our metrics 

The metrics of sustaining innovation 
always beat the metrics of market 
creation. 



Efficiency Innovation 

Capital efficiency dominates focus 

The manager’s job now 
becomes delivering the 
numbers. 

The metrics of efficiency 
innovation always beat the 
metrics of sustaining 
innovation. 



Journey conclusion 

Investors demand return of 
capital. 
 
Investors allocate that capital 
to new businesses. 
 
But, investors aren’t much better 
than corporations at creating 
new businesses. 



Building a business creation engine 

Market Creation 

Sustaining Innovation 

Efficiency Innovation 

Market Creation 

Sustaining Innovation 

Efficiency Innovation 

Market Creation 

Sustaining Innovation 

Efficiency Innovation 

Market Creation 

Sustaining Innovation 

Efficiency Innovation 

This requires making a process out of the event 
of business model creation.  



Five promising approaches 

1.  Spot future growth gaps by understanding where 
each of your business units is on the journey. 

2.  Start new businesses by exploring the job to be done. 

3. Run with potential disruptors of your business. 

4. Resist the urge to force new businesses to find homes 
in existing units. 

5. Use M&A to create internal business model disruption 
and renewal. 



Some of the organizations we’ve been learning 
from—and with 



To learn more … 

“Disruptive Innovation” course offered annually 
through HBS Executive Education 

Clay’s most in-depth treatment of the theory of Jobs-
to-Be-Done 

Clay’s first article on business models, in collaboration 
with the Innosight consulting firm he co-founded 
(December 2008 issue of HBR) 



A closing thought 

Over the long term, the greatest 
innovation risk a company can take is 

to decide not to create new businesses 
that decouple the company’s future 
from that of its current business units. 






