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STRATEGIC PLANNING

What’s Your Return

on Innovation?

Most of the Reveries survey respon-
dents said the marketing industry’s
focus on ROI has tended to inhibit
innovation. Why do you think they
said that?

Kellie Krug: It’s actually something
that we've been spending time think-
ing through at Visa. We're trying to find
the balance between ROI and staying
committed to the ROI process, but also
maintaining some flexibility and some
creativity and innovation.

It's hard, primarily because when we
think about being innovative we are of-
ten in new, uncharted areas that typical-
ly don't have the kind of metrics that are
required to complete the ROI analysis.
That's where we struggle—in terms of
not doing the same thing over and over
just because we know the metrics behind
those activities.

Chris Arnholt: People want guaranteed
results, and if you have no risk, you run
the risk of not innovating. Part of it has
to do with the company culture. I feel
very blessed to be at Carnival Cruise Lines,
where, right from the top, we have stable
management that makes great, sound
business decisions.

You need that kind of supportive envi-
ronment, and the right people in place
that think things through and, with great
alacrity, respond to market conditions.
Even if you don't hit a home run every
time, you reduce the risk by having the
right people with sound business backing
them.

Lisa Baird: Think about today’s complex
marketplace. It's global, and with differ-
ent channels depending on where you
are—internet versus stores, if you're a
retailer. How do you bring all of that data
together and put it together in a simple
fashion that creates ROI? It's really frus-
trating. In some senses it was easier to
come up with great products in a vacu-
um—the idea of the “garage inventor.”

But when you think of innovation from

a true impact standpoint, I keep going
back to that visceral, that incredible,
relentless focus on customer needs,
customer “pain points.” The best ideas
come from an understanding of who your
customer is, what they’re buying, what
they’re doing, what they care about, and
planning innovation against that. So, I
think this focus on ROI has helped in-
novation. It's helped it become real, and
important and market driving.

Jim Holbrook: Innovation can happen if
you're on a journey, but it doesn’t happen
if you've got a fixed deadline. When you
need results by the end of the month, or
quarter, that limits the ability to experi-
ment, explore, ponder or dig in.

The planning process is all about incre-
mental improvement over last year’s plan.
Very few people do zero-based budgeting.
So, it’s: “80 percent of what we did last
year worked, so we'll just do a little bit
more of that. We'll drop out the 20 percent
that didn’t work, and we'll just stretch
what did work a little further.” All of a
sudden you're left with a lot of stretched
stuff, and not a lot of new stuff.

To access the results of the Reveries survey on "Innovation and ROL” please visit:

reveries.com/reverb/research/innovation_roi



What steps should marketers take
to ensure that innovation becomes a
driver of ROI?

Baird: Up front in the process we have
research, and our consultants are really
working with our clients to fundamen-
tally understand needs. When you tap
into that need and combine it with busi-
ness understanding, you win. That’s been
proven time and time again across every
single industry, and across every single
country in the world.

If you, as a marketer, conduct fundamental
research, combined with people either
within your own company or outside
business consultants who can frame a
strategic plan against those needs, you are
going to make innovation a driver of ROI.

Holbrook: You need to look at marketing
in four quadrants along the sales/brand
axis and along the now/future axis. If
you look at all four quadrants, you can
stretch beyond what you're just doing
today. So, if currently all of your budget
and activities are in the sales/now box,
look at brand/future and what you might
do there. It's a gap analysis around what
you're not doing. Explore the uncharted
territory. We have a poster of a chart
that captures all of this at Zipatoni and
I'm happy to mail a copy of it to anyone
who emails me at jim@zipatoni.com.

People need to experiment more. That's
what this is about. The planning process
really inhibits experimentation because
you can't submit a budget that says, “Oh,
ten percent of this I'm just going to do
something with, but I don't know what it
is.” Every penny has to be accounted for,
six months or three months in advance
of the fiscal year. But if you've got to ac-
count for it, you can’t experiment with it.

Arnholt: You have to make sure the team
has what it needs. I have meetings ev-
ery year where we put together a formal
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budget. But budgeting is a process that
ebbs and flows every day based on what
happens. You reconsider things that you
may have planned a year ago.

One of the things we like to do when we're
putting the budget together is to look at
things that are tried and true and that
work, but also re-think everything. We
don’t just do it because we did it the year
before. We consider what’s going on in the
market, what upcoming trends might be,
and factor some of that in. We have some
money set aside for things like that.

Krug: From a process perspective, inno-
vation really needs to be instilled from
the top down. There needs to be the abil-
ity to take some level of “risk” from an
innovative and creative perspective—ex-
ploring a new channel that is a little un-
tested, like ‘blogs for instance.

There also needs to be some flexibility in
the ROI analysis of innovative programs.
On occasion, you need to be a little less
rigorous from an ROI perspective some-
times because that’s really how break-
through ideas happen.

Source: Zipatoni

How would you go about designing a
marketing department that is both
innovative and ROI-driven?

Arnholt: It all goes back to the people.

I hire people based on their attitudes.
You have core skills that you need, but
you've got to hire based on attitude and
the team. If you've got the right people
in place and embrace challenges with good,
sound business judgment, it’s hard to lose.

It goes back to my answer on the budget,
too. You set up a piece of it based on
tried-and-true elements that you're going
to keep doing because they work. But then
there’s another piece—a new distribution
channel or whatever it is—where you
should set aside some money to explore.

Baird: I'd have to say it in one word—
“headlights” into what the future’s go-
ing to hold. It's not just about what
your consumers are needing. Marketers
today are pretty good at true customer
research. But where’s technology going?
Where’s the market going? Where’s de-
mand going? What's happening in whole
new areas where you can have those
headlights in the future? =
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«I'll give you an example of one that's
captured my imagination. Think about
weather. People have treated weather as

if it's pretty unpredictable. It just happens.

But so many things can be impacted by
the weather. Now, think of what people
are doing in industry today to forecast
weather and put together entire pro-
grams against weather risk management.

Krug: There needs to be the ability and
commitment from the top that it’s okay
to take some risks. That’s what it’s all
about to come up with truly great ideas.
The marketing organization needs to be
committed and continue to talk about
driving innovation. People need to be
measured on their innovativeness. It
needs to be dimensionalized for people.

There’s a lot of value in sharing inter-
nally within an organization so that
other people can see that innovation is
happening throughout the organization.
Reading publications like The Hub, at-
tending seminars, looking at what other
brands are doing and understanding that
thought process are also very important.

Holbrook: The pendulum is always
swinging. At first marketing is the driver,
and if the results aren’t good, the pen-
dulum swings the other way and sales is
the driver—or manufacturing, or what-
ever. And then that’s not working so it
swings back again. There’s this constant
shifting going on because you can’t ever
get it quite right.
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In my mind, it’s not as much about the
organization as it is about alignment
around the goals. If there’s a clear align-
ment around the goals, it doesn't matter
so much who’s where. It matters if you're
aligned with working on the goals. But at
most companies, the goals are squishy or
they contradict each other. So, alignment
is the key, but that’s hard.

In your experience is innovation most
often a result of internal or external
resources, or is it a combination?

Baird: I think it's both. Short answer is
that your internal resources know the
company strategy. But you need to mix it
up with good external thinking and open
your mind to true collaboration from the
outside. Today’s environment is too com-
plex, it’s too big and it moves too fast to
be totally insular.

Particularly if you are in businesses

that are global, you've got to create al-
liances or what we call an “eco-system”
of internal and external constituents to
help make your business happen. For ten
years, we've had one strategic partner
—O0gilvy & Mather—who goes to market
with us in every market around the world
with all of our marketing communication.

Krug: Some of the most innovative
brands and ideas come tangentially from
ideas that have been used either in other
countries, categories or industries and
have been slightly transformed to be part
of a new way of looking at a category.

A
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At Visa, our agencies are such a part of
all of our efforts. They really and truly
are team members. But that goes without
saying that agencies are a great place for
innovative, objective thinking. But I think
they also can—and need—to be part of
the process, and truly measured as well.
The way they’re measured and evaluated
needs to include innovation.

Arnholt: It’s always a combination. It's
like what they say about great advertis-
ing—that it’s the result of not only a
great advertising agency but a great cli-
ent. It takes two partners. Our advertis-
ing agency is really like an extension of
our marketing team.

There’s a real art to opening your mind
and always trying to look at things. Some
people sort of have boxes around how
things should be done. But if you can
give a person the respect to hear out an
idea and see if it makes some semblance
of sense, you might achieve a real break-
through.

Holbrook: Innovation has to be champi-
oned internally and fostered and stimu-
lated externally. Insular groups are less
innovative than groups that are stimulated
by outside resources and thinking. That's
absolutely a fact, no doubt about it.

There needs to be an internal champion
who has the clout and the cojones to
champion innovation, to set aside bud-
gets, to foster that, to take risks, and to
look for good ideas. That person has to



be relatively high up in the organization.
They have to have the right resources to
feed the flame.

The survey respondents overwhelmingly
picked Apple’s iPod as the brand that's
done the best job of driving ROI with
innovation. Are there other brands that
deserve the recognition?

Baird: IBM is in the B-to-B segment,

so the way that we look at innovation
and ROI is more in terms of how we are
helping our clients innovate every day

at every other point of their business. In
the consumer segment, I too, would join
everybody in saying that Apple’s iPod is a
tremendous success.

Apple is a company that embraces us-

ing research as well as business thinking
to tap into new needs. What they do in
terms of doing that up front in the mar-
keting planning process is good. They
seem to do that very well. What is equal-
ly admirable, and that we can all take
lessons from as marketers, is not only the
product itself, but the process of creat-
ing innovation.

Krug: Apple has a phenomenal track
record, and they have had it for years.
They just continue to stay fresh and in-
novative. I also think Target is really in-
novative. The wake-up call program they
did the day after Thanksgiving was really,
really innovative in terms of taking that
brand and really bringing it to customers,
literally into their homes.

Starbucks continues to make coffee much
bigger than coffee. They keep coming out
with new products and new ways to look
at coffee. Over the last couple of years,
people have gotten really focused on ROI
and a lot of folks feel like it's become
kind of a straightjacket. You scratch
your head and think: “Apple, Starbucks
and Target—do they have to do an ROI
anaylsis?” They are all really successful
businesses.

Arnholt: The reason that iPod stands out
is not only because they hit a home run

with a product, but also because they
remain true to who they are. Any brand
that sticks to its core values and is true
to itself, and listens to the customer, will
hit a home run.

The Carnival product has become such
an incredible quality product, and our
mission statement is to exceed our cus-
tomers’ expectations—to fulfill their
vacation dreams. If we stay true to that,
we're staying true not only to the cus-
tomer, but also to the brand and how it
impacts the customer.

Holbrook: One of the classic examples
recently is Benjamin Moore, which creat-
ed a paint can that has a pourable, drip-
proof spout. Okay—how hard was that?
Duh. Why didn’t I think of that? To me,

World Wide Web.
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that’s really what innovation really is.
Nextel is incredibly innovative. They've
done a great job with their push-to-talk
service, which is unique in the market-
place. The list goes on and on.

The real question is, how do you move
beyond ROI? And I think that’s what peo-
ple are coming to now. If you simply live
by the rules of ROI, that’s necessary, but
not sufficient. You will keep your job but
not get promoted. So, how do you deliver
the ROI you need to deliver, but also
deliver more? Eighty or 90 percent of the
people in the marketing profession are
sweating ROI, and ten or twenty percent
are trying to think beyond ROI. Those are
the people who are going to succeed go-
ing forward. H

Chris Arnholt is vice president of marketing services for Carnival Cruise
Lines, with responsibility for all aspects of Carnival’s marketing commu-
nications, including advertising and promotions, as well as partnership
marketing (travel agency co-op program and compensation/commissions).
She also oversees Carnival’s in-house desktop publishing/creative depart-
ment and develops marketing strategies for the company’s site on the

Lisa Baird is vice president of worldwide integrated marketing commu-
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Jim Holbrook, president and CEO of Zipatoni, began his career at Procter
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Nut baby food subsidiary and assistant to the Chairman of the Board of
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person creative boutique to a 200-person force in the industry.

Kellie Krug is vice president of merchant marketing services at Visa USA.
Her team is focused on working closely with large-volume merchants to
develop marketing efforts to meet mutual goals and objectives. Kellie's
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