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Defending existing business lines can be 
a strong strategy, but it crumbles if the 
focus is on the business, rather than the 
needs and behaviours of your customers or 
clients. The rhetoric of finding and sticking 
to a narrow form of sustainable competitive 
advantage can be appealing, but modern 
companies need to adopt a model of 
strategic intrapreneurship that promotes 
ongoing, transformational growth and 
delivers longevity.

One of the reasons businesses don’t 
respond well when real change comes is 
because they lack processes to support the 
development of new approaches to business 
– and even whole new lines of business – as 
consumer behaviour changes. We can also 
fall into the trap of watching our current 
competitors, and completely miss the new 
entrants until it’s too late.  

In this article, we will explore the merits of 
combining the strength and scale of big 
business with investment across innovation 
at the ground level, and how you can equip 
your people to be the best defence against 
an ever-changing, competitive world.  

Introduction
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Research by Willemien Kets and Alvaro 
Sandroni from the Kellogg School of 
Business suggests that a strong culture 
serves a purpose: it sets expectations, 
increasing the likelihood that, faced 
with uncertainty, members of a team 
will all be on the same page. But 
in fast-changing industries, or in a 
tumultuous economy, the lack of a 
broader diversity of viewpoints can lead 
to missed opportunities. Likewise, as a 
successful business scales, maintaining 
a touchpoint with the customer – at all 
levels of the organisation – becomes 
cumbersome and unrealistic. 

How can a business make sure that it 
is listening and focusing on what its 
customers are looking for?

Without humility and a focus on the 
customer, companies run the risk of 
developing a “we know best” mentality. 
People believe that if something doesn’t 
already exist in their own environment, 
then it’s not needed. We hear too often 
things like: “I’ve been here for 20 years. 
I know this industry back to front. We 
know our customer base.” This lack 
of flexibility is how businesses can 
get trapped in the past and miss key 

changes in the industry or in customer 
preferences.

The difficulty for many organisations is 
finding out how their customer thinks, 
how they behave and their emerging 
needs. Professor Pietro Micheli from 
Warwick Business School notes, “You’re 
not going to understand people just 
by asking them what they think. You 
observe people and their unconscious 
habits.”

There are various ways that we have 
seen this unfold. One of the best 
practical examples that I heard of 
recently was from the Westfield 
Corporation, where the customer 
experience teams have a ‘Mall Monday’ 
ritual. They hit their nearest Westfield 
shopping centre to observe what 
people are getting frustrated about and 
what they should change in their daily 
operations. From the ground, it’s much 
easier to understand that customers 
couldn’t find a parking spot that was 
close to the store that they wanted to 
go, or they got lost going back to their 
car. 

At Commonwealth Bank, we encourage 
head office staff spend a day each 
year in a branch, so they can see 
how any changes in technology or 
organisational structure impact on 

Customer Focus
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all of the answers you need. Everyone in the 
corporate world would agree that you need to 
constantly reinvent yourself to stay relevant, 
but this relies on a level of self-awareness 
that many successful companies have proven 
to be lacking in. One key blind spot that you 
cannot afford is new competitors.

 

Where competition 
comes from
 
There are many examples where companies 
too focused on the existing industry structure 
did not see disruptive technologies or 
business models coming along and attacking 
their market. 

A classic example: BlockBuster Video was 
reported as saying they were tracking 
themselves against other video chains, but 
did not see Netflix as a threat. Similarly, 
most traditional media outlets were watching 
online models for their existing mastheads 
and were slow to pick up the threat from new 
players such as Facebook and Google.

If you look at the world’s largest listed 
companies 10 years ago versus today, only 
three have stayed in the top 10, and a 
majority of the new entrants to the top ten 

customers. Observing people actually 
using or interacting with a product or 
service is a good first step in understanding 
what is important to the consumer, and 
subsequently how your brand, product or 
services can enable that.

However, we also need data, even if this 
brings a new set of challenges with it. 

A lot of corporates collect data in traditional 
ways: through call centres, complaint forms, 
surveys or third party market research 
firms. The challenge here that potentially 
critical corporate decisions are then relying 
on customers telling you the truth about 
your product or service. As we know, 
sometimes people tell you what you want to 
hear, and not necessarily what is the truth. 

The challenge, once you have the right data, 
is knowing what questions to ask of that 
data to be able to interpret it meaningfully. 
On the surface, it’s quite easy to use to 
data to help you operate, move a bit faster, 
make something cheaper or provide slightly 
better service. But incremental change, 
while valuable day-to-day, doesn’t prepare 
incumbent companies for potentially 
disruptive threats. 

When you’re looking at new markets, 
getting into new product lines, or expanding 
what you do down or upstream, your 
current data sets are not going to provide 
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– Apple, Alphabet (Google) Facebook and 
Amazon – are companies that have gained 
significant market share across industries 
they didn’t necessarily start in. 

Apple – now the most valuable company 
in the world – pivoted from computers, to 
music players, to the smartphone. Their 
approach was textbook innovation, defined 
by the OECD as “a new or significant 
improvement in… product, process, 
marketing and organisation.” But in many 
cases, they started attacking small sections 
of the market where the consumers’ 
needs weren’t being met – either because 
incumbents didn’t think they were 
significant, or consumers didn’t know what 
they needed. 

Amazon, for example, started selling books 
online and now dominates the global online 
retail market. After Amazon announced 
its intention to launch in Australia, the 
Commonwealth Bank spoke to retail 
clients and found that while 89% of those 
surveyed knew Amazon was coming, 
only 25% had a strategy in place to either 
defend their current patch or collaborate 
with Amazon. 

Large corporates are equally aware of 
potential threats, but it’s how to respond 
to these threats that will determine future 
success. According to a survey by KPMG, 
74% of Australian CEOs expect major 
disruption due to technological change in 
the next few years. Technologies, markets 
and customer expectations are all changing 
rapidly.

Companies need to consider the impact 
of a competitor move such as a merger or 
a new industry entrant that changes the 
nature of competition, or a new technology 
that dramatically changes product 

offerings. Scenario planning could help 
shape plausible responses to disruption or 
help you disrupt your industry through your 
own choices.

A new model for 
transformation
 
Even if ‘agile’ is the hottest corporate 
buzzword, a report by Accenture Consulting 
found that only one quarter of companies 
surveyed have a flexible operating model 
able to adapt to a new strategy and execute 
value-driving activities.

We’ve acknowledged that you need to 
continuously reinvent yourself in order to 
stay relevant. While the Blockbuster graph 
above is one example, in Australia we’ve 
also seen a number of companies, who 
were giants of their time, that are no longer 
publicly listed, or even around. 

The difficulty with transformation is that 
much of what is currently considered best 
practice requires transformational projects 
to sit adjacent to daily business activity. So 
you end up with a team of people who are 
running your “today business”, continuing 
to generate revenue from existing products 
and services, and customers, while a 
separate transformation program takes 
place alongside them. These transformation 
programs typically last anywhere between 
one and three years, but generally speaking 
their objective is to incrementally improve 
the business you already have today. 
More mature companies may also have 
a third speed of operation with a small 
team dedicated to looking at the future; 

https://www.commbank.com.au/content/dam/commbank/business/pds/retail-insights-report-edition-4.pdf
https://www.commbank.com.au/content/dam/commbank/business/pds/retail-insights-report-edition-4.pdf
https://www.commbank.com.au/content/dam/commbank/business/pds/retail-insights-report-edition-4.pdf
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operating like a think tank. While this could 
produce valuable insights, any practical 
takeaways need to be introduced back 
into the business, often proving difficult in 
receiving prioritisation. 

Unfortunately, I believe those days need 
to disappear. We need to bring together 
the “run the business” team with the 
“transform the business” team into 
one mode of operation. This requires 
empowering people at all levels of the 
organisation and creating a culture of 
listening.  

If an employee performs the same tasks 
as they did the day before until such a 
time that someone else tells them what 
needs to be done differently, we are not 
empowering the business to move quick 
enough. Likewise, if an executive or change 
manager is relying on others’ for insights 
on what could be done better, rather than 
the employee performing that task, or the 
customer using a product or service, the 
organisation is always too late to respond. 

How can we empower the people who 
come to work every day to look at what 
they do, and ask themselves: “What did I 
do yesterday that I can improve on today to 

provide a great customer outcome?”

The more that you can shrink the gap 
between the individuals who are in 
the transformation programs and the 
individuals who are the “doers”, the better 
your chance of exploiting your business’ 
potential for evolutionary change. 

Of course, having a set of brilliant minds 
dedicated to longer term opportunities 
for adapting the business is also required.  
These people should have the ability 
to think freely, bold and radically about 
how they can future proof the company’s 
position. This team wouldn’t have to worry 
about losing clients, because they’re not 
working on something that is incrementally 
better than what they offered yesterday 
– they’re future proofing the company’s 
market position. 

By reducing the layers of change to two – 
one focused on continuous improvement 
that’s embedded within the business, 
and one that is looking at long term 
white spaces to potential customer 
and business needs or threats– you’re 
operating more cost effectively. You’re also 
empowering your people to really think 
more expansively, and make decisions that 
lead to better outcomes for customers. 
They might not have all the answers, but 
you’re changing the approach so that they 
can take more appropriate ownership of 
the change. People can “test and learn” 
in safe environments, which builds an 
experimentation philosophy across the 
company. At the same time, you have a 
group of individuals who are looking to 
understand how the big macro, tech and 
consumer trends are changing and what 
impacts they will have on the industry and 
business today and into the future. 

The first step is often driven by the 
language you use. “Test and learn” 
is a phrase we have adopted at the 
Commonwealth Bank. Not every idea 
will work, but phrases such as “failure” 
discourage people from trying new 
things. The second step is to encourage 
this mindset by celebrating it when it’s 
embraced. 

Commonwealth Bank’s Head of Blockchain, 
Sophie Gilder, says “we can’t do things 
the way we have always done things. We 
live in a rapidly changing world, and we 
need to look at better, faster, cheaper, 
more reliable, more trustworthy ways of 

DESIGN THINKING IS:

START HERE

SOLUTIONS SHOULD HIT
THE OVERLAP OF THE THREE LENSES.

DESIRABLE, FEASIBLE AND VIABLE

Desirability
What do people desire?

Solutions

Viability
What is

financially viable?

Feasibility
What is technically

and organisationally 
feasible?
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doing everything. Everything we deliver to 
our customers, we’re looking for ways to 
improve that constantly”.

 

New Ideas, 
New Teams
 
The diversity of thinking needed for 
transformational change can’t come from 
people that are in the same organisation 
or the same department, who’ve been in 
the same industry for their whole careers. 
So how do you generate a diversity of 
thinking without having to go outside your 
organisation? The simple answer is to set 
up flexible cross-functional teams within 
your organisation. 

WooliesX, a new division created by 
Woolworths chief executive Brad Banducci, 
is a great example. Its objective is to 
make the supermarket giant nimbler 
in order to compete with the imminent 
arrival of Amazon, as well as to keep up 
with changing consumer needs. Projects 
implemented by WooliesX include allowing 
customers to pick up online orders in 
store and in some locations at drive-thru, 
as well as the traditional home delivery. 
Woolworths have even re-engineered their 
App so that store staff can be notified 
when the customer is approaching to 
collect their order. This is an example of 
the two-layered transformation model: a 
large corporate has adapted to a changing 
market by incorporating change into the 
existing corporate structure. This model 
requires buy-in from employees on the 
ground level, who will necessarily have to 
embrace changes to their normal roles to 
implement the change. 

Inside-Out 
Innovation
 
Research shows that companies can get 
into trouble by trying to impose change 
from the top down. You obviously don’t 
get to the top of an organisation without 

knowing a lot about that organisation and 
its industry. But this doesn’t always mean 
that people in management positions will 
know the right way to do things, and if they 
get into the habit of telling their teams 
precisely what to do, it almost always kills 
imagination. It is vital that all levels of the 
organisation participate and contribute in 
any change program. 

The American Bar Association summed it 
up well with this comment: “True change 
needs leadership not management. 
Leaders set a direction and inspire their 
team to go on the journey. Managers 
organise and control”.

Within our own organisation, we encourage 
staff at all levels to raise their ideas that 
solve problems for our customers or clients. 
But we also understand that not every 
staff member is equipped in their role to 
implement innovative change. The solution 

Define
What’s your challenge?

Empathise
Understand your customer.

Frame
Find the right 
problem to solve.

Ideate
Generate big ideas.

Prototype
Build and test your concepts 
with end users.

Test and Learn
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we devised is supplying employees with 
an innovation kit, which shows them 
the basics of how to take something 
from a thought bubble into a more 
refined idea. This kit outlines a process 
for evolving and testing ideas rapidly, 
into simple steps they can go through 
with their own ideas. We ensure they’re 
asking themselves the right questions 
and working with customers to test 
them.

Not every idea is going to make it to 
market; there might be an obstacle that 
we didn’t anticipate. But by tackling 
the opportunity in this collaborative, 
test-and-learn style, all we’ve lost is the 
opportunity cost of those people not 
being in their day job. But they go back 
to their job with remarkable insights 
into the innovation process. This also 
makes them more likely to spot new 
opportunities in the future.

By bringing in people from across the 
Group, we are showing our people 
that there isn’t just one team that 
“owns” innovation, innovation should 
be everyone’s job. We can transform 
the business from the inside-out, and 
whether it’s gradual improvements or 
a conscious pivot, if the customer is at 
the centre, you can stay ahead of the 
broader market. 

Outside-In 
Innovation
 
There are obviously other ways to 
introduce change into an established 
business. The most obvious examples 
are to acquire a competitor or a smaller, 
new player in the market, or invest in (or 
collaborate with) another company. 

Acquiring another company is a sound 
strategy, but the merge of two cultures 
is a huge factor in the success of the 
acquisition. Many corporates decide 
to take small equity stakes in new 
companies, giving the smaller company 
a much-needed source of capital, and 
giving the investor a finger on the pulse 
of potential new threats to their market 
share.

It takes a mature company to 
understand that having a stake in 
an external business and keeping it 
external could be the most beneficial 
approach. The reason this new business 
has been successful is because they 
are of a different ethos, or a different 
thinking, or of a different business 
model that perhaps wouldn’t have 
flourished inside a larger organisation. 
If the larger organisation forces them to 
conform to it’s way of doing things, the 
chances for success are jeopardised. 
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Businesses both large and small cannot afford to stand still and become complacent. 
Innovation is important to keeping up with a fast-changing world and changing customer 
needs. Flexibility is key. Businesses need to involve all levels of the organisation and be 
agile enough to adapt to changes. We believe that involving both staff and customers in 
change is important to successfully managing the challenges faced by business today.

If I had to narrow it down to three key things businesses should be doing more to 
encourage innovation, it would be:

ONE:
Most companies already collect qualitative and quantitative data from your customers 
that is honest, reliable and realistic, but they need to think about what questions they 
should ask of that data to drive real insights. This will help them understand not only 
the problems their customers are facing now, but what they may face in the future 
that even they aren’t aware of yet. No one knew they needed a smartphone until Apple 
made one, but if you could ask customers if they could carry their iPod, phone and 
camera around in one device – they would’ve said yes!  

TWO:
When looking to embed innovation into the organisation focus on how they can make 
incremental changes often making todays’ products and services better, cheaper and 
smarter for customers and the organisation. This approach will enable smaller rolling 
deadlines that aim to make the workplace and the product or service better every day in 
a practical way, rather than a hard deadline that implies it will either succeed or fail.  

THREE:
Finally, celebrate success and find your own a language, word and ritual that works 
for your team and organisation to ensure you’re always encouraging your people to 
innovate, ask questions, and try. Failure should be looked at as a successful experiment, 
rather than a loss to the business, or a black mark against the people that tried. This 
cultural change starts with the attitude and language of the leaders, and permeates 
from the top down. 

Conclusion


