
W e always talk about how the mort-
gage industry is in need of innovat-
ing. Progress In Lending hosts the 

Innovation Awards each year to reward those com-
panies that are moving the ball forward. But when 
it comes down to it, I think a lot of companies may 
struggle with how to innovate and how to move their 
clients forward in an environment that is becoming 
increasingly regulated.

In an article entitled “The 9 Rules of Innovation” 
by Greg Satell, he says that the truth is that there are 
many paths to innovation. Here are nine of them:

Rule 1: Innovation is Never a Single Event
Alexander Fleming discovered penicillin in 1928, 

but it wasn’t until 15 years later, in 1943, that the 
miracle drug came into widespread use. Alan Turing 
came up with the idea of a universal computer in 
1936, but it wasn’t until 1946 that one was actually 
built and not until the 1990’s that computers began 
to impact productivity statistics.

We tend to think of innovation as arising from a 
single brilliant flash of insight, but the truth is that 
it is a drawn out process involving the discovery of 
an insight, the engineering a solution and then the 
transformation of an industry or field. That’s almost 
never achieved by one person or even within one 
organization.

Rule 2: Innovation is Combination
The reason that Fleming was unable to bring 

Penicillin to market was that, as a biologist, he 
lacked many of the requisite skills. It wasn’t until 
a decade later that two chemists, Howard Florey 
and Ernst Boris Chain, picked up the problem and 
were able to synthesize penicillin. Even then, it took 
people with additional expertise in fermentation and 
manufacturing to turn it into the miracle cure we 
know today. Great innovation almost never occurs 
within one field of expertise, but is almost invariably 
the product of synthesis across domains.

Rule 3: First, Ask the Right Questions
Too often, we treat innovation as a monolith, as if 

every problem was the same, but that’s clearly not 
the case. In laboratories and factory floors, universi-
ties and coffee shops, or even over a beer after work, 
people are sussing out better ways to do things. 
There is no monopoly on creative thought.

But that leads us to a problem: How should we 
go about innovation? Should we hand it over to the 
guys with white lab coats? An external partner? A 
specialist in the field? Crowdsource it? What we 
need is a clear framework for making decisions.

As Satell wrote in Harvard Business Review, the 
best way to start is by asking the right questions: (1) 
How well is the problem defined? and (2) How well 
is the domain defined? Once you’ve asked those 
framing questions, you can start defining a sensible 
way to approach the problem.

Clearly, no one method can suffice. Look at any 
great innovator, whether it is Apple, Tesla or Google, 
and you’ll find a portfolio of strategies. So the first 
step toward solving a difficult problem is asking 
the questions you need to define your approach. To 
paraphrase Voltaire, if you need to solve a problem, 
first define your terms.

Rule 4: There is No Optimal Size for Innovation
When most people think about innovation, they 

think about startups. And certainly, new firms like 
Uber, Airbnb and Space X can transform markets. 
But others such as IBM, Procter and Gamble and 
3M have managed to stay on top for decades, even 
as competitors rise up to challenge them and then, 
when markets shift, disappear just as quickly into 
oblivion.

While it’s true that small, agile firms can move 
fast, larger enterprises have the luxury of going 
slow. They have loyal customers and an abundance 
of resources. They can see past the next hot trend 
and invest for the long term. There’s a big difference 
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between hitting on the next big thing and developing 
it consistently, generation after generation.

Rule 5: Leverage Open Innovation to Expand 
your Capabilities

When Microsoft launched Kinect for the Xbox in 
2010, it quickly became the hottest consumer device 
ever, selling 8 million units in just the first two months. 
Almost immediately, hackers began altering its capa-
bilities to do things that Microsoft never intended. Yet 
instead of asking them to stop, it embraced the hack-
ers, quickly releasing a software development kit to 
help them along.

Like Microsoft, many firms today are embracing 
open innovation to expand capabilities. Cisco out-
foxed Lucent not by developing technology itself, 
but by smartly acquiring startups. Procter & Gamble 
has found great success with its Connect and Develop 
program and platforms like Innocentive allow firms 
to expose thorny problems to a more diverse skill set.

As was the case with Alexander Fleming and 
penicillin, most firms will find that solving their most 
important problems will require skills and expertise 
they don’t have. That means that, at some point, they 
will need to utilize partners and platforms to go beyond 
their own internal capabilities of 
technology and talent.

Rule 6: Disruptive 
Innovations Require New 
Business Models

When Chester Carlson per-
fected his invention in 1938, he 
tried to market it to more than 20 
companies, but had no takers. It 
was simply far too expensive for the market. Finally, in 
1946, Joe Wilson, President of the Haloid Company, 
came up with the idea of leasing the machines instead 
of selling them outright. The idea was a rousing suc-
cess and in 1948 the firm changed its name to Xerox.

The tricky thing about disruptive innovations is that 
they rarely fit into existing business models and so the 
value they create isn’t immediately clear. It’s not just 
products that we have to innovate, but business models 
as well

Rule 7: Innovate The Core – The 70/20/10 Rule
Many people think of innovation as discarding the 

old to make room for the new, but as Bain & Co.’s 
Chris Zook points out in Profit From The Core, smart 
companies realize that the bulk of their profits will 
come from current lines of business.

Take Google for example. Yes, it pursues radical in-
novation, like self-driving cars, at its Google X unit, but 
its continual improvement of its core search business 
is what made it the world’s most valuable company. 
That’s why Google, as well as many other innovative 

companies, follow the 70/20/10 rule.
The premise of the rule is simple. Focus 70% of 

your resources in improving existing technology (i.e. 
search), 20% toward adjacent markets (i.e. Gmail, 
Google Drive, etc.) and 10% on completely new mar-

kets (i.e. self-driving cars).
Rule 8: In the Digital Age, 

We Need to use Platforms to 
Access Ecosystems

It’s no accident that the 
people who would make the 
vision Engelbart presented at 
“The Mother of All Demos” 
a reality actually attended the 

event and knew Engelbart personally. In those days, it 
was difficult, if not impossible, to actively collaborate 
across time and space. Today, however, we can use 
platforms to access ecosystems of technology, talent 
and information. In a networked world, the surest path 
to success is not acquiring and controlling assets, but 
widening and deepening connections.

Rule 9: Collaboration is the New Competitive 
Advantage

When we look back to the great innovations of the 
past, it is hard not to wonder how it could’ve gone dif-
ferently. And now, the problems we seek to solve are 
significantly more complex than in earlier generations. 
That’s one reason why the journal Nature recently not-
ed that the average scientific paper today has four times 
as many authors as one did in 1950. At the same time, 
knowledge has been democratized. A teenager with a 
smartphone today has more access to information than 
a highly trained specialist a generation ago.

We need to work harder to integrate people with 
diverse talents. v
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The tricky thing about 
disruptive innovations 
is that they rarely fit 
into existing business 
models.


