Designing the Co-
Creative Enterprise
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Purpose and Session Topics

Our objective for this session is to engage with you in a way that allows you to
experience the paradigm shift value co-creation represents, while exploring the far
reaching implications we see for organizational design across the enterprise.

Topics
l. Why value co-creation is a critical force in our economy today

II. Deeper dive on what value co-creation is and what it means to have an
“experience mindset”

IIl.  The implications for organization design
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Why Value Co-Creation?
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Highly interconnected
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“Our hyper-connected world impacts the speed and scale of everything and is
driving radical changes in supply and demand”
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Disruption Has Dramatically Increased Economic Churn g
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Value Co-Creation Frontier
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What is Value Co-Creation?
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The Locus of Value Creation Is Shifting

Traditional Logic of Value Creation

Emerging Logic of Value Co-Creation

1. Value creation is associated with products
and services

2. The firm unilaterally defines and creates value
through its product and service offerings

3. Stakeholders represent passive demand for
the firm’s offerings

4. Firms have more information than Stakeholders

Value Creation as a function of
the firm’s value chain efficiency

Marketing/
The Firm Distribution

Channels
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1. Value creationis driven by

stakeholder/company interactions on the
basis of experiences enacted through
engagement platforms

. Consumers are empowered, informed and

connected

. Consumers expect to be active contributors to

the value creation process

. Value chain has become a “cost chain” and

secondary to the value creation process

Value Creation

Private Sector Customers
Employees

Public Sector Suppliers
Partners

Financiers
Citizens
Others

Social Sector

SI0180I9)=09)Se
SlizRRIARE] RURRUENZS

Domain of experiences through
interactions enabled on
engagement platforms
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The Nike+ Experience Platform
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The Nike+ Experience Outcomes
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Nike+ Value Co-Creation Benefits

NEW STRATEGIC CAPITAL CREATED BY THE COMPANY

= Ability to learn directly from the behavior of customers

= Ability to get direct input from customers on their running
preferences

= Ability to generate and refine “soft” insights and new ideas
rapidly

= Ability to experiment with new offerings

= Ability to build deeper relationships and trust with the
community

= Ability to generate more “sticky” brand collateral

ECONOMIC VALUE OUTCOMES TO THE COMPANY

= Reduced costs of marketing through positive word of mouth

= Reduced risk of product-service failures and misalignment
with the market through qualitatively superior knowledge
and insights

= Reduced risk of customer dissatisfaction

= Risk mitigation of capital investment through enlightened
experimentation and continuous adjustments

= Economic gains through partnerships, as a model company
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NIKE PLUS RUNNING
EXPERIENCE PLATFORM

NEW ENGAGEMENT EXPERIENCES OF VALUE TO THE CUSTOMER

Tracking runs with unparalleled precision

Taking part in a new social network

Increased motivation

Ease of making and stating running resolutions

Being more connected with running buddies and events
Integrating music and running leading to better running
experience

More emotional satisfaction

ECONOMIC VALUE OUTCOMES TO THE CUSTOMER

= Enhanced productivity if trying to improve running
performance

= Reduced search cost of finding local running buddies

and events

= De-risking initial cost of equipment
= Reduced cost of training
= Better price-experience relationship

Source: Co-Creating Value Through Customer Experiences: The Nike Case,
Ramaswamy, Strategy & Leadership, 2008
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Exercise

1.  When you arrived at the hotel, what
did you experience that worked
well? Not so well?

2. What were some of your
expectations ahead of time? What
did you hope the experience would
be like?

3.  Imagine you are a family coming to visit or you are coming here for a weekend
getaway with your significant other? How would your expectations be different?

4. How would the hotel benefit from knowing your experience expectations ahead of
time?

5. How might your experience be better if you were actually engaged in co-creating
the hotel experience before, during and after your stay?
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Shifting The Mindset

How Companies Think

Operating Performance
Growth

Innovation

Direct/Online
Competitive Advantage
Product Portfolio
Talent

Service Levels

Risk Management
Scale

Regulation
Functions
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Point of
Exchange

...4_”...

How: Individuals Think

Hopes
Dreams
Desires
Aspirations
Peace of Mind
Family

Lifestyle

Work Style
Needs

Stage of Life
Activities
Communities
Word of Mouth
Expectations
Experience

Source: C.K. Prahalad & Venkat Ramaswamy. The Co-Creation Connection,
Strategy + Business (Apr. 2002)
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Organization Design

Implications
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Discussion

What implications are you beginning to see for organization design when adopting an
experienced-based mindset and for value co-creation to occur?

In other words, what design elements or organizational forms would you consider to co-
create outcomes of value?

Some designh elements and organizational forms that we believe need to be in place:

Networked organizations that allow for outside-in and multi-stakeholder
engagement

Fewer organization boundaries with technology enablers that allow for intense
cross-functional collaboration

Flat organizations with distributed decision making
Flexible and scalable technology architecture
Big data and little data enabled

Enhanced role of IT as experience enablers
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Engagement Platforms as the Means and Locus of Value

Co-Creation
Co-Created Outcomes of Value
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Engagement Platform Design Elements

An Engagement Platform is the assemblage of Artifacts, Persons, Processes, and Interfaces,
which lay the foundation for multi-stakeholder interactions that create experiences that

drive value co-creation

Artifacts Examples:

Products

Accessories, tools

Services

Data and Information

Instructions

Store or website layout and aesthetics
Etc. :

Processes Examples:
Orientation or introduction to product/service
Making reservations/appointments

Getting information/browsing e
Making purchases

Using products/services

Persons Examples:
Individuals

Customer facing employees
................ Personal trainers

Dedicated service reps

Key people access

Engagement
Platform

Service support Different stakeholders
Tracking purchases Etc.
Etc.

Interfaces Examples: :
Websites '
Apps
Social Media
E-mails, chat rooms, blogs, etc.
Physical spaces (stores, lobbies, waiting rooms)
Live meetings
Chart rooms
Open source sites; crowd sourcing
the clarion group Etc.
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Design Principles

Overarching Principle: The design of the engagement platform and the act of designing
need to be in service to the experience

The platform design and design process must pay DOMAIN The assemblage of APPI must
attention to the different intentions of various _ OF " facilitate the transformartion of
stakeholders, as different individuals have different EXPERIENCES interactions and experiences

expectations, beliefs, hopes, and dreams

|
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The design must be integrated into
enterprise business processes and decision ECOSYSTEM The platform design and design process
making across organizational boundariesin . OF & Mmust unleash the creative energy of
a co-creative way CAPABILITIES all parties as a key stimulant for action
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Case Study: Governor’s Prevention Partnership (GPP) g

Who is GPP?

“ For parents, educators, community leaders and organizations and concerned
adults, The Governor’s Prevention Partnership offers youth drug, alcohol and

_ bullying prevention programs that are based on state-of-the-art research and

' d .~ trainings that are reality-based and relevant to our young peoples’ needs and

: - environment.

Every day, we form new partnerships with those interested in investing in our
children’s future. We do this with an eye toward the future...one filled with the
promise of successful young people ready and excited to take their place in
the tomorrow’s workforce.”

The Ask:

GPP typically works with their partners in a one-on-one relationship. They were asked by a number of
these stakeholders to play a broader role as a convener of the various groups that they serve. This would
catalyze the sharing of best practices and allow for the formation of synergistic relationships between
those who use GPP as a resource. In other words, it would facilitate value co-creation.

Your Assignment:
1. Design the Engagement Platform for GPP to create experiences of value
2. Design the organizational form for GPP to play a convener role

3. Describe how you would approach this design process (either one) to allow for value
co-creation
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Concluding Thoughts

KWe are going into a period where there is going to \
be no stability, a period of punctuated disruption
coming at a faster and faster rate. Businesses will
have to adopt a different set of practices and rethink
at the most basic level the institutions they have built
to figure out how to not only survive, but thrive, in a
world where exponential technology will continue to

\drive uncertainty, rapid change and instability.”

John Hagel

Management consultant, author, speaker, entrepreneur,
co-chair of the Center For the Edge, Deloitte

“Co-creation [...] is an invitation to think
differently, a clarion call to action - to help

create a new world of possibilities together.”

Venkat Ramaswamy
Author, thought leader, Hallman Fellow of )
Electronic Business & Professor of Marketing at the
Ross School of Business, University of Michigan
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