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Innovating from necessity: The
business-building imperative in
the current crisis

The coronavirus crisis is a world-changing event. Here are early solutions and
concrete steps leaders can consider as they plan and build new businesses for
the next normal.
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The rapid, global spread of COVID-19 has
unleashed what is possibly the biggest shock

to our lives and livelihoods in nearly a century.
While COVID-19 is above all a humanitarian crisis,
businesses have also suffered as economies
skid to a near halt.! But already, there are signs

of creative business building, as companies
respond to the crisis with innovative solutions
born of necessity. They are throwing out the old
assumptions that govern how they do business, as
they rethink how to interact with customers and
employees, are required to build more resilient
supply chains, and reexamine attitudes toward
privacy and data sharing.

That ability to envision new ways of operating will
be crucial to weathering the crisis. Those that
succeed will set the tone for the next normal that
will follow? and define the subsequent generation

of paradigms for consumer and corporate behavior.

These will become the operating structure for the
next decade. Companies that hope to lead in this
world should ask themselves some fundamental
questions:

— How will your customer needs change as we
head into a post-crisis “new normal”?

— How will you create human-like interactions
with customers you will never meet?

— How will you repair devices you can’t touch or
hold?

— How will you find your next digital star
employee who sits across the globe andisin a
differentindustry?

— How will you create resilience in your supply
chain, without tying up more capital?

— How will you shift your costs and operations to
variable structures to handle an increasingly
volatile and dynamic world?

— How will you bring out digital products in days
or weeks, as your competitors are trying to
do?

These questions are second nature to disruptive
business builders, who are used to overturning
assumptions and innovating in the space left
when an old assumption is removed. They know
that a crisis of this scale brings seismic shifts,
changing the expectations for business and
creating new opportunities to innovate. They are
formulating new solutions to both help resolve
the crisis and reimagine their industries in the
aftermath. We know there is no going back to
the way things were. The goal now is to define
the best possible next normal for when the crisis
subsides. This article will look at some of the early
solutions and outline concrete steps leaders can
take to begin their own journeys.

Business building for the crisis and
beyond

The extraordinary constraints and imperatives
brought on by the COVID-19 crisis have rapidly
thrust businesses into challenges they could
never have envisioned. Many have had to innovate
new capabilities for remote operation almost
overnight, complete digital transformations in
weeks rather than months or years, and launch
new products in a matter of days. We believe the
COVID-19 crisis will be a period of substantial
business building and innovation. The earliest
signs of this are already visible, including the
following:

— Overnight digital transformation. Faced with
guidance on social distancing and increased
patient concerns for most in-person doctor/
patient consultations, the United Kingdom’s
National Health Service (NHS) had to
orchestrate an immediate shift to video
consultations and telemedicine, an enormous

"“See Kevin Buehler, Arvind Govindarajan, Ezra Greenberg, Martin Hirt, Susan Lund, and Sven Smit, “Safeguarding our livelihoods and our lives:

The imperative of our time,” March 2020, McKinsey.com.

?See Shubham Singhal and Kevin Sneader, “Beyond coronavirus: The path to the next normal,” March 2020, McKinsey.com.
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undertaking. In select catchment areas,

we have seen long-term telehealth plans
executed in 15 days or less. With one of the
world’s largest organizations able to build a
robust digital capability almost overnight, old
assumptions about what it takes to go digital
are being rapidly overturned.

— Making the most of data. Researchers
tracking the spread of infection have
discovered that some people are willing to
share their data for a crucial cause. South
Korea’s Corona100m app, which alerts users
when they are within 100 meters of locations
visited by COVID-19 carriers, is one example.
After the app was released, a million South
Koreans downloaded it in the space of ten
days. A similar app in the United Kingdom
relied on voluntarily submitted data from
public users. These innovations show greater
ingenuity in using data that are already being
generated but not used to their fullest, and
could potentially fuel a shift in the public
attitude toward privacy.

— Virtual customer engagement. As the
COVID-19 crisis wore on in China, the real
estate market, like other sectors, suffered
arapid decline as the buying public
sequestered itself at home. The Evergrande
Real Estate Group, China’s second-largest
real estate developer, responded by creating
adigital-only experience, allowing customers
to engage entirely online and make refundable
deposits on properties, overturning long-held
assumptions about the need for in-person
meetings. Evergrande saw sales soar by 118
percent in February after it launched the new
application. Along with others, the firm is
pushing on how much of the customer journey
can be handled remotely and how much data
can be shared.

All of these business builders recognize the world
is changing and the rules are being rewritten. This
is one of the most important elements of business
building. Disrupters rethink assumptions to
identify creative opportunities. Nondisruptors

become, in effect, defenders of the old status quo.

Business building to reimagine the
future: Six archetypes

A crisis like the one we're experiencing now is

by definition unpredictable. We can’t know with
certainty the duration or the severity, but we can
begin to think about what the next normal might
look like by inferring patterns from past crises.

First, we know this crisis, like the ones that came
before, will leave a lasting mark on the world. Not
all the changes and innovations that business
builders are introducing to the world now will stick,
but many will, despite the fact that many would
never have been considered pre-crisis. We will

not go back to the old ways of doing things.

Second, there is a pattern to the types of
innovators that emerge from a crisis, linked to
the types of assumptions that they overturn.
Overturn an assumption, and the opportunities
that emerge form the nucleus of a new company
archetype for innovation.

We have seen both of these phenomena before.
From the global financial crisis, for example,
assumptions about the use of assets and

nature of ownership were radically overturned.
Businesses became comfortable sharing

assets and cocreating with customers and even
competitors, and the sharing economy was born.
From this archetype of “asset sharer” came some
of the world’s most successful businesses, all
launched in 2008-09, including Airbnb and Uber.
A similar archetype emerged around the “gig
economy,” which Uber also represented, along
with Instacart, TaskRabbit, and others. Both
these archetypes have persisted long after the
financial crisis was resolved.

Already, we can see companies, pushed by
necessity, starting to overturn assumptions about
the way organizations and consumers operate.
Out of this, we have identified six early archetypes
for post-crisis business builders:

1. The remote services provider. The COVID-19
crisis forced a wholesale shift to online
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provision for essential services providers such
as doctors and teachers. In many countries,
online medical consultations and online
education have become the norm. Expect

this trend to spread well beyond exam rooms
and classrooms. Lawyers, architects, and
marketers are all beginning to deliver their
services in new ways, ranging from basic
videoconferencing to virtual reality and
automation. Stocks in some of the technology
providers have more than doubled since the
start of the crisis. It’s one thing to deliver
intellectual services this way—we also
anticipate this trend will extend to equipment
maintenance and other services we think of
as in-person only. Imagine if home appliances
such as dishwashers were built in a way that
nonexpert homeowners could swap out a
modular part as easily as they swap out printer
cartridges.

. The collaboration platform. The opportunity
for collaboration platforms has been building
for years, but the need to self-isolate has been
a catalyst. Customers and companies are
gaining an appreciation for the rich interaction
possible between people separated by
geography but connected by technology.
Online videoconferences, both for professional
and social communication, are one example.
Education platforms are another. Virti,

which has a platform for training healthcare
professionals, has already been deployed

t0 14,000 US healthcare professionals and,

as of the end of March, expected to expand

t0 50,000 more in the following two weeks.
Expect collaboration platforms to emerge that
move beyond communication and education
to areas such as talent development and
evaluations, or that are tailored to other
professions, such as lawyers, accountants,
and engineers.

. The dynamic talent deployer. Post crisis,
recruiters will develop new ways to tap
the global talent pool, using technology in
new ways to source specialists around the

world, speed the application process, and
smooth labor imbalances. This becomes
especially important as talent becomes both
more mobile and more virtual. The retailer
Woolworths, for example, which needs to hire
thousands for its surging grocery business, is
exploring offering short-term work, through
a streamlined application process, to some
of the 20,000 Qantas employees who have
been temporarily stood down as a result of
the crisis. Many companies are learning now
about reskilling at scale, and unorthodox
partnerships could become the basis for more
agile approaches to talent in the future.

The high-touch digital retailer. New retail
categories that have traditionally required

a high-touch experience, because of either
the customer base or category itself, will
migrate online. The need to self-isolate has
driven greater demand for high-end food
kits. The United Kingdom’s Mindful Chef,

for example, saw a 452 percentincrease in
sales during the first weeks of the crisis. We
believe new swaths of customers, such as
the elderly who previously did not leverage
technology to the same degree as younger
cohorts, and new sectors, such as groceries,
will increasingly turn to online sales. Other
areas, such as real estate, will take on more
of aretail feel and also move online.® The
coronavirus gave an enormous boostto a
variety of real estate services, from virtual
home tours to virtual tours led by robots. Real
estate start-up Zenplace, for example, has
seena 293 percentincrease ininterest in its
smart automated lockboxes and self-guided
home tours since early March. Improvements
in technology and the use of artificial
intelligence (Al) and analytics to deliver ever
finer customer insights will drive this trend.

. The data visionary. With fewer people working

on site, companies are taking a closer look

at data they generate that was previously
deemed to be of limited value. They are finding
ways through analytics and automation to

3Vaibhav Gujral, Robert Palter, Aditya Sanghvi, and Brian Vickery, “Commercial real estate must do more than merely adapt to coronavirus,”
April 2020, McKinsey.com.
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Sidebar

6.

use that data for functions such as monitoring
machinery, a task previously handled by on-site
workers that can now happen remotely. In
addition, providers are emerging who can
combine the data from multiple companies to
provide sector-level insights. This has emerged
in particular during the crisis in the case of
alternative data providers, such as Thasos, who
have seen a surge in requests as corporates
and investors seek to inform their decisions with
previously underused data sources such as real-
time mobile location data.

The resilient and flexible but not redundant
operator. The COVID-19 crisis has thrown into
sharp relief the vulnerability of global supply
chains. Emerging from the crisis, we will see a
cadre of organizations that differentiate through
resilient supply chains and operations, without
having to tie up excessive capital. Al is playing

alarge role in enabling this. In addition, these
organizations are flexible with a variable

cost base and ready to respond to dynamic
changes in anincreasingly volatile world. This
new model is helping companies with better
forecasting too. Blue Yonder, for example,
one of the world’s largest flexible fulfillment
providers, has been drawing feeds from the
Centers for Disease Control and Prevention
(CDC) into its machine-learning platform to
better enable its customers to manage the
COVID-19 supply-chain shock. Digital tools are
also helping companies identify new sources
of resiliency—for example, through digitally
clustering potential suppliers according to

the capabilities that they have in common.
Estimating a medtech company’s degree of
connectedness, for instance, helped it expand
its supplier base by 600 percent.*

“Knut Alicke, Xavier Azcue, and Edward Barriball, “Supply-chain recovery in coronavirus times—plan for now and the future,” March 2020,
McKinsey.com.

Four ways to succeed

Get sponsorship from the top. Successful business building requires frequent and visible support from leadership. Our

research shows that executive sponsorship and alignment is one of the two most-cited factors influencing the success of a

business build.

able to apply them to the new enterprise.

Tap into the parent company’s unique strengths. Successful business builders understand their existing strengths and are

Pressure-test assumptions. Founding teams often overestimate their prospects for success. To fight that bias, business

builders continually stress-test and validate critical assumptions. This is especially true for assumptions about the value
proposition that need to be tested directly with customers, and includes business assumptions such as operating costs and

market size.

Build dedicated teams. Many of the world’s most successful companies are serial business builders. They’re able to replicate

success by building dedicated teams that can evaluate ideas, identify leaders, provide specialist expertise, and otherwise
support new initiatives.

How CIOs can work with outsourcing providers to navigate the coronavirus crisis



Business building in the next normal
Challenging assumptions to identify ways to
resolve the crisis and reimagine the future is

just the first step that successful business
builders take.

Successful business builders also bring a different
mindset to their operations. In arecent article,

we described four activities that distinguish the
best of this breed.® These activities (summarized
in the sidebar, “Four ways to succeed”) are true

for business builders in all settings; today’s
extraordinary circumstances are not an exception.

For successful business building, agile ways of
working are a given, but in the COVID-19 era they
need to be adapted for remote working. Building
the processes and communications to support
agile dispersed teams takes both care and
discipline. In arecent article, McKinsey described
lessons learned from China on how to work
remotely.® The authors cite eight areas to focus
on, ranging from structure, people, and culture
to process control and communication efficiency,
technology enablement, and cybersecurity.

Many of these areas are second nature to
business builders. Most successful business
builders will be familiar with digitally enabled

task management through tools such as Jira and
Microsoft Planner. And many will use cloud-based
tools for communicating, creating content, and
sharing content.

However, there are some places where business
builders may face additional challenges from the
need to work remotely. Best practices for adapting
agile teams to dispersed workplaces include the
following:

— Avoid letting remote working upend

in-person situations, where people can

make offhand remarks or can easily take one
colleague aside. Encourage dissent in your
business-building teams, and create specific
forums for doing so (for example, by keeping a
chat window open for thoughts and questions
during videoconferences).

Maintain your external orientation. Ensure
your collaboration extends beyond your
organization, and especially ensure it extends
to your customer. Find ways to “shadow”
customers by doing screen shares to observe
the way they work, or using video aimed not at
the customer’s face but at their behaviors and
activities.

Keep process structure in place. Remote
teams should be just as rigorous in process
management (if not more than) as in-person
teams. Agile teams often use regular large-
group stand-up meetings, called “ceremonies,’
and structure work into rigid short-cycle
chunks, called “sprints.” Maintain the rigor of
these, and use large-group communication
channels to promote the transparency across
work streams that the traditional ceremonies
provide.

»

Prioritize culture. A healthy culture enables
creativity and promotes the trust needed
to challenge ideas and acknowledge
mistakes and pivot. We are seeing business-
building teams strengthen their culture
with forums for digital social interaction

as well as professional interaction. Ideas
range from celebrating important events to
showing off personal spaces in the frame
of videoconferences to 15-person virtual
karaoke parties.

These are real challenges, and best practices are
being invented in real time. But as teams adapt

lively debate. It’s often easier for people
to challenge each other and the team in

5Matt Banholzer, Markus Berger-de Leon, Ralf Dreischmeier, Ari Libarikian, and Erik Roth, “Building new businesses: How incumbents use their
advantages to accelerate growth,” December 2019, McKinsey.com

6Raphae\ Bick, Michael Chang, Kevin Wei Wang, and Tianwen Yu, “A blueprint for remote working: Lessons from China,” March 2020,
McKinsey.com.
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and log successes, expect remote agile work to
become an accepted part of the playbook.

Sustaining beyond the crisis

The capabilities described here emerged in atime
of great need, as businesses found disruptive new
ways to help protect lives and livelihoods amid the
COVID-19 outbreak. However, once an assumption
has been challenged, it is unlikely to reassert itself,
even after the original crisis passes. Employees
won't settle for traditional office life once they’ve
seen that they can work wherever and whenever
works for them. The best companies will continue

to seek the best talent, regardless of where they
are located. Retailers will continue to find ways to
humanize the digital experience.

Learning from innovators and business builders

is fundamental—not just for recovery from

this crisis but for reinvention, again and again.
Organizations that adapt to the archetypes that are
emerging from this crisis and continue to overturn
assumptions in search of new opportunities will
emerge from this crisis with the greatest resilience
and with the greatest opportunity to define a
reimagined future. Is your business ready for the
challenge?
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