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MARIA BARTIROMO:

01:00:36 - Innovation can be both an offensive and defensive strategy that allows companies to avoid extinction.  But innovating, especially in hard times, can be quite a challenge.  And only companies that get it right will triumph over the next decade.  When it's do or die, what do companies have to do to power through?

SUZY WELSH:

01:00:55 - True innovation requires putting ideas into action to achieve results.

RANJAY GULATI:

01:00:59 – But great innovators face challenges every step of the way, how can they overcome what holds them back?

MARITA BARTIROMO:

01:01:08 - How can they create a mind set that will help them power through? 

KEITH YAMASHITA:

01:01:11 - How can they embrace fear and failure to help them forge ahead?

SCOTT BERKUN:

01:01:15 - Innovation moves at high speeds those who don’t move with it will be left behind. 

VIJAY VAITHEESWARAN: 

01:01:19 - It’s a living-breathing thing. 

SUZY WELSH: 

01:01:21 – It should never be ignored.

MARIA BARTIROMO:

No matter what the cost.  

MARIA BARTIROMO:

01:01:26 - Joining us now, my team of esteemed thought leaders their knowledge, unique perspectives and diverse experience will help us find solutions to some common roadblocks to innovation.  Suzy welsh you have studied so many companies being a business journalist let me ask you this, When its innovate or die fear can be paralyzing, How do you find the innovator inside? 

SUZY WELSH: 

01:01:48 -  Well, if you're a leader, in a way the answer to that question, sort of, astonishingly straight forward, you have to ask yourself, "What are the options?"  In today's global market place, the competition going the way it is, if you're not moving forward and innovating, you're not standing still.  You're moving backwards.  

MARIA BARTIROMO:

01:02:01 -  So, it's either innovate or die.  Ranjay, let me ask you, you teach at Harvard.  What companies out there today are facing this issue, innovate or die?

RANJAY GULATI:

01:02:10 -  if all out innovating, but they have to do innovation differently.  They fall into what people have call "active inertia."  They keep doing something, they are moving but , they're going nowhere.  And the market place is not accepting those kinds of innovations anymore. 

MARIA BARTIROMO:

01:02:22 -  it’s almost like you need disruptions.  Scott, isn't that right?  A disruptive action isn't always so bad.

SCOTT BERKUN: 

01:02:28 - Well, it depends on how you define the word disruption.  And I'm not-- not a big fan of the word, because people talk about being a disrupter as if that's a good thing.  Whenever I hear to word "disruption," I think of being, like, a bad adolescent, throwing the chairs around, and making a big mess.  And that's really not the right framework to have.  You want disruption to be the effect of what you do.  That what you're doing is introducing positive change and forcing everyone else to respond.  So, you're disrupting someone else.  

MARIA BARTIROMO:

01:02:49 -  Innovate or die.  No one knows that better than media mogul Mel Karmazin (PH).

MEL KARMAZIN:

01:02:53 -  So many more choices, so many opportunities to get the content when they want it, where they want it, how they want it.  It's great to be a consumer.

ANIMATION:

Innovation courses through his veins.  It's been his main mechanism for survival.  Mel Karmazin realized early on that those who fail to innovate will die.  So he fearlessly embraced innovation and used it as a vehicle for success.  Having worked his way up from the bottom rungs of the radio ladder in New York City, Karmazin eventually became the president and CEO of CBS.  After engineering a $35 billion merger with Viacom and running that company, Karmazin left and accepted the top job at Sirius.  

ANIMATION (CNBC FEMALE REPORTER):

It is one of the biggest deals of the day. 

ANIMATION:

01:03:40 - He has been the driving force behind the Sirius XM merger, trying yet again to revolutionize the industry.


MEL KARMAZIN:

We believe that this is the next logical step in the evolution of satellite radio.

ANIMATION:


01:03:52 - These milestones in Karmazin’s career are all examples of his ability to bring his genius to light through innovation.  He is the master re-inventor who has never allowed fear to hold him back.  His mantra?  If you don't innovate you'll fail.

MEL KARMAZIN:


I'm also proud to say that not only is Sirius changing the way people listen to audio in the car, but now we're changing the way they watch TV in the car as well.

DAVID FABER:

I’m David Faber for the Business of Innovation.  

MARIA BARTIROMO: 

01:04:24 -  And Mel Karmazin joins us.  Great  to see you.

MEL KARMAZIN:

Good to be here.

MARIA BARTIROMO: 

01:04:26 -  So-- so is the ability to innovate or die in you DNA?

MEL KARMAZIN:

Well, I mean I-- I don't know that innovating and dying.  I know about winning and losing.

MARIA BARTIROMO:

Okay.

MEL KARMAZIN:

01:04:38 -  And-- it's-- it's not so much that I like winning, that I can tell you I hate losing. (LAUGHTER) So there's probably nothing that motivates me more than worrying about failure. I can't accept defeat.  I can't accept losing.  I've told-- everybody-- who's ever worked for me that I expect to go to the Super Bowl every single year and-- and win the Super Bowl.  That I-- it's not about playing the game.  It's not about doing pretty good.  It's about being excellent.  And the only way that we're not gonna lose is by-- being excellent.

SCOTT BERKUN:

01:05:13 -  You said something-- you mentioned to me that you-- you have fear of failure.  You're afraid to fail.  But for most people, that's gonna make them very conservative.  They're not gonna want to make bets because they're afraid of big failure.  So how do you convert that fear into the confidence to take a big bet?

MEL KARMAZIN:

01:05:27 -  Well, sometimes, if you're-- so big and so successful and you're up on top, all you're fighting for is staying there.  Most of the time, in my mindset, I'm never on top.  Okay?  So I'm always fighting to be bigger and better and stronger.  So—

MARIA BARTIROMO:

01:05:42-  That's the important point (UNINTEL) there now.  Because even if you are on top, okay, but in your mind you are thinking, "I'm not on top.  I need to get to the next step."  But everybody around you-- sort of the perception is you're on top.

MEL KARMAZIN:

01:05:55 - So if I had-- I-- I guess the most number of employees I've ever had working for me were 125,000.  Today, I have a-- a little over 1,000 people who are working, directly reports to me.  And I don't think I acted any differently than a company that was doing business in 150 different countries with all of that than I did when I first started a radio company where-- I lent them money to pay-- make payroll.  And I don't think anyone who's known me for any period of time will say, "Gee, Mel has changed."

SUZY WELCH:

01:06:27 -  It sounds like you don't separate innovation from strategy.  That they're completely knit together.

MEL KARMAZIN:

01:06:32 - It's-- it's-- I-- I don't know when-- when I'm innovating.  I mean, I wish-- I wish I sat there and said, "You know what?  From nine to ten in the morning, when I go to the office, I'm innovating."

MARIA BARTIROMO:

Right.

MEL KARMAZIN:

And then, from ten to eleven, I'm sort of trying to make money.  innovation is just something that is sort of part of the process. It-- you know it—

RANJAY GULATI:

01:06:45 – But Mel, you know, I think is suppose you're faced with a situation where your basic way-- you have satellite radio now.  You've got a model, a subscription model).  You got your own revenues from there.  And you're gonna basically provide these services to all these customers. You have a growth strategy.  Its woven into your, Innovation, your gonna innovate with all these customers.  Suppose something hits you from left field.  Don't-- it blindsides you.

MEL KARMAZIN:

01:07:04 -  I can't imagine ever being blindsided.  

(OVERTALK)

MEL KARMAZIN:

Because-- 

(OVERTALK)

MEL KARMAZIN:

Because I am so worried about being-- failed.  That I have bought about every possible thing that could possibly happen and have a gain-- a response to it.  So if, in fact, you said to me that no one's gonna, you know, listen to satellite radio, then I'd say, "Well, you know, I've taken care of that.  I have the best content." So whether or not you want to get my content on a satellite radio, an MP3 player, or-- or YMAX, I don't care.  I'm agnostic to-- to satellite radio.  I'm saying that I know that what I'm in the business of is taking content.  And whatever the technology is-- I mean there's gonna-- I mean there's gonna be technology I haven't begun to think about being there.  But I'm prepared that I have a business strategy that, when that new form of technology comes, I'm gonna win.

RANJAY GULATI:

01:07:57 –  So how are you enabling it?  It's-- it's not you imagining these what if scenarios.  I mean you must have a team of people.  How do you get them so say, guys sit down, work through every what if scenario here in our marketplace,  Find opportunity and-- you know the idea behind-- high level of ambition.   I mean, Jack Welsh once said.  Being better than the best.  And I know you say that too, You're better than the best—

MEL KARMAZIN:

01:08:16 -  Jack Welsh was better than anybody else.  But I will tell you, one of the advantages-- there's-- there's very few advantages of being old.  Okay?  But one of the (LAUGHTER) advantages is that you don't sleep as much.  So I sit there and while-- everybody else is sleeping, I'm innovating.

(OVERTALK)

MARIA BARTIROMO:

He is innovating and he doesn’t even know it because fear is imbedded in him. 

SUZY WELCH:

01:08: 38 - Fear is a great thing, innovation.  I mean, if you're awake and your scared your whole team is filled with that energy.  I'm sure of it.

MEL KARMAZIN -  

01:08:43 -  They know that it-- I don't want to lose.  And if I have said-- there's a guy named-- Charlie Osgood.  And he does-- a radio program.  And-- and when he worked for me, he did a thing on pretty good.  And he said-- in this piece, it said that two and two, the answer being five, is a pretty good answer.  It's just not the right answer. so if, in fact, you are striving for excellence, pretty good is pretty bad.  Right?  So pretty good is not a standard to accept.  So from my operation, and anybody who has worked for me, is working for me knows, zero defects.  We win.  We kill.  We hit-- you know every-- you-- you-- you're firing on every cylinder.

RANJAY GULATI:

01:09:31 -  Where is there room for experiments?  Where is there room for risk taking, making mistakes?  If somebody makes a mistake, are you gonna call them and say, you didn’t think though this hard enough.  You failed.  

MEL KARMAZIN

No.  I mean-- 

(OVERTALK)

RANJAY GULATI:

How do you allow them to make mistakes?  

MEL KARMAZIN:

01:09:43 - If, in fact, they had a vision and they made a-- a decision-- but indecision is the mistake.  I mean, in my opinion, there is no punishment that goes for taking a chance, making a decision.  No one's gonna make, you know, no one is going to bat a thousand.  Right? You-- are you gonna come up with ideas?  But the problem, for me, would be those people who don't innovate, who don't take chances.  That don't try to do things.  Not the ones who are doing it and fail.  I'd much rather have more of the people who are doing things than the ones who don't try.

MARIA BARTIROMO:

01:10:10 - In your long career, Have you ever looked at a business and said, "You know what?  I can't innovate.  And there's no innovation in this company.  And it's just not gonna happen."

MEL KARMAZIN:

01:10:17 - So I'll give you-- I-- I mean haven't thought about it this way, but as you just said it.  So-- I had this radio business.  And-- I'm driving by and I'm seeing all of these billboards.  And I'm saying that one of the disadvantages of radio-- now I should have been able to innovate and create a video-- as part of the radio. But I wasn't an innovator.  But I saw these billboards.  And I said, "You know what?  I-- if I bought a billboard company, then I could combine the visual of the billboard with the audio of radio.  And we could be a better competitor to television."  So I bought a company and spent ultimately-- another of our competitors, Clear Channel.

01:10:56 -   They then followed and bought other companies.  So, I mean, I guess if I was really an innovator, I-- you know, if I-- if I was in Silicon Valley in a garage, I'd probably-- you know, I know television was-- invented, but I probably would have said, "Gee, isn't there any way we can, you know, do a-- you know, video attached to these radio screens?"  Right?  My answer was, "Well why-- why don't I just combine it with"—

SUZY WELCH:

01:11:14 - Innovation was that you didn't say no.  I mean, the innovation was that you didn't edit your own brain.  You saw and you thought, "That's an idea."  You went and you moved forward with it.  That is, in a way-- is innovation, is not-- is not the-- that you didn't fear failure.  That you thought, "This stupid idea."  You moved forward.

MEL KARMAZIN:

01:11:28 -  Be-- because I had to.  Because what was happening was television.  Alright?  Television was taking more and more advertising dollars.  So I could sit there and say, "Well, you know, this is radio and it's not as good as television."  Or the choice was to say, "Hey, you know what?  Maybe if we marry up outdoor advertising with radio, we could be a better competitor for television."

RANJAY GULATI:

01:11:47- What is it that you do among your people in the organization, where you say, "Guys, I see these lateral ideas.  I can think laterally across the domains as Suzy is saying    I want you to do that."  What do you do to make it happen?  

MEL KARMAZIN:

01:12:00 -  I’ll give you one where our team innovated.  I didn't like the idea at all cause I didn't-- you know, the arts and crafts group liked it.  The commerce guy, which is me, didn't like it so much.  Someone said, "You know what?  We have bits going into the car."  Okay?  We're delivering bits to the car.  Whether or not it's-- audio, data, video, we can do the same thing.  So what we did was we said, "Why don't we take the backseat of a TV-- backseat of a car and, where parents like having their DVD players to entertain the kids, why don't we have live television come into the backseat of a car?"

MARIA BARTIROMO:

01:12:37 -  How did you get the idea?

MEL KARMAZIN:

Our engineers came up with how about if we offered backseat television?  And we can have-- Nickelodeon, Disney, and Cartoon Network, live television in the backseat of the cars.  And Chrysler said, "Wow, that would be great because nobody else has that.  So we could sell our minivans with a feature that nobody else can.

RANJAY GULATI:

01:12:57 – And your first reaction was no? 

MEL KARMAZIN:

Yea my first reaction was: How do you make money with that?

(OVERTALK)

SUZY WELCH:

01:13:05 -  Which is a good question which is a great question, if you don’t have that question connected with innovation.  Then you're gonna be all over the place.

SCOTT BERKUN:

01:13:10 - If you didn’t like the idea, Why didn't you kill it?  

MEL KARMAZIN:

01:13:12 -  Because I thought it made all sense. Because we were helping a partner.  Okay?  And we were coming up with something that, even though we didn't have the business model and-- by the way, we still don't have the business model today. (LAUGHTER) Just for the record.  Okay?  But we think it is such a cool thing and such a unique things to have, we'll figure out a way to make money with it.

(OVERTALK)

SCOTT BERKUN:

01:13:32 -  Did they have to convince you of that?  Was there an argument about whether the idea should be killed or not?

MEL KARMAZIN:

01:13:38 - There was a discussion.  I-- I wouldn't call it an argument.  I-- one of my management styles is very much devil's advocate.  So I-- you know did I-- was I Mel to them?  Yeah, I mean I-- I Melled them to death. (LAUGHTER) You know?  Okay.

But at the end of the day-- they had the right thoughts.  They had the right-- agenda.  And we came up with it.  And our-- our client was very happy.  We extended our contract with-- the folks at Chrysler.  The relationship is better.  We have a product that the consumers like.  And someday, we'll figure out a way to make money.

MARIA BARTIROMO:

01:14:04  So finding the innovator inside means listening to customers.  It means learning from failure.  Shaking things up to generate revenue at all costs.  Knowing your business inside and out.  And never expecting less than the best.  Mel Karmazin great to have you on the program.

MEL KARMAZIN:

Thanks, nice to be here.

MARIA BARTIROMO:

01:14:20 - Thank you so much well see you soon, Mel Karmazin, well see you soon, Scott were going to be seeing you a little later in the show thank you. And the business of innovation discussion continues on line visit us, innovation.cnbc.com to learn more and share your thoughts on innovation.  Finding the innovator inside is only part of the equation.  What about when great innovators face failure?  

KEITH YAMASHITA:

01:14:38 -  Systemic failure almost always comes from systemic causes.  So, if you're really interested in getting out of a failing situation, it'll only happen if you're brave enough to take on the whole system.

MARIA BARTIROMO:

01:15:08 -  Welcome back to the (Business of  innovation.  Tonight's episode is called Innovate or Die.  There's nothing more terrifying than staring failure straight in the face.  The question is when that happens, are you up for the challenge?  (MUSIC)

MELLISSA LEE:

 It was a company teetering on the brink.



ATONIO PEREZ:

It was terminal, the world outside Kodak knew it was terminal.

MELISSA LEE

01:15:30 - A storied  American brand Eastman Kodak.  The company whose mission was to make photography as convenient as the pencil faced a grim diagnosis.

FRANK SKLARSKY:

And people really-- (MUSIC) started to realize the value proposition of digital photography.  This is a binary decision now.  It's going to happen.  And if it doesn’t happen to happen its-- its demise (?).

MELISSA LEE:

01:15:49 -  And there was much more on the line than just the business.   The town of Rochester depended on Kodak.  Tens of thousands of employees all with families and all with pensions.  Kodak's choice was simple: innovate successfully or fade to black (?).  Still, change wasn't always an easy sale. Paula Bailey (PH) is a 20-year Kodak veteran.  

PAULA BAILY:


Families and generations have worked here and are very proud of that. It's a company that the brand-- the company that what they did for you as an employee is very positive.  

MELISSA LEE: 

01:16:21 -  To survive, Kodak had to enact some massive changes.  It overhauled its business three times in less than a decade.  Now, more than 80 percent of its revenues come from products that didn't exist just three years ago.  (MUSIC) Digital cameras, ink jet cartridges, services to help consumer spend and store images.  All part of Kodak's new lifeline to profit.


It literally blew up its old business demolishing old factories it cut 27,000 jobs and it even abandoned its iconic logo the yellow Kodak film box .  And it learned how to give consumers what they want faster.

STEVE BILLOW:

01:17:01 - 
When you work on a product like this and you walk into Best Buy and you see it on a shelf, there are very few feelings in the world that can replace that.

MELISSA LEE:


Basically, what had been Kodak for 127 years was completely transformed and now Kodak is planning for life after near death.

ANTONIO PEREZ:

01:17:20 We have to grow; transformation the reconstruction is over completed finito. 

MELISSA LEE:

But, is Kodak ready for the future?  Melissa Lee for the business of Innovation.  

MARIA BARTIROMO: 

01:17:31 -  Kodak's fait lies in the hands of the man in charge.  Chairman and CEO Antonio Perez is Kodak's digital doctor.  For five years, his never say die philosophy helped resuscitate the company through a tumultuous transformation.  And he has the prescription to give the next generation their Kodak moment.  (LONG PAUSE)  And Antonio Perez joins us now.  Great to you have on the program.  

ANTONIO PEREZ:

Thank you 

MARIA BARTIROMO:

01:17:53 - You faced failure right in the face.  You literally were facing paralyzing facts.  Take us back.  What was that like?

ANTONIO PEREZ:

01:18:01 -  All I have to do is go around the company and start the meetings-- the same way.  Please stand up  if you have a digital camera in your household.  And at least 30 percent at the beginning, and soon 40, 50, 60 percent.  So, this is the problem we have.  We make our living by, you know, creating film and selling film and we're not buying' it.  Who else is going to buy it?  So, this is the deal.  We either  change or we will cease to exist. And amazing enough, there is nothing more-- motivating for one organization that's near the possibility of dying.

SUZY WELSH:

01:18:40 -  How-- how much (UNINTEL) got goin'?  Did everybody follow along?  Or was there still some resistance?  Were there people still saying, "I'm-- I'm scared or I don't want the change?"  Or was it people still fighting it?  

ANTONIO PEREZ:

01:18:48 -  you can say that about a third of the people-- they were ready to go digital before I went-- I came.  There was another third that were absolutely convinced.  Good people-- they was absolutely, you know, convinced that expanding the benefits of of film was the future of the company.  There were a bunch of a people in the middle that didn't know where to go with that.  So-- obviously, I worked with the 30 percent that were, you know, with me.  And they were very happy that I came.

MARIA BARTIROMO:

01:19:15 – Antonio give me the take away.  The most important thing we wanna walk away from-- other CEOs need for their innovation playbook.

ANTONIO PEREZ:

I think the most important is find the right of people-- people that will help you to create this, you know, compelling vision.

MARIA BARTIROMO:

01:19:30 -  The best team around you possible. Another company that found the courage to tackle their whole system and challenge old beliefs is LG.  (MUSIC) 

EMILY CHAN:

01:19 :41 - 1995 was the dawn of a new revolution in Korea.  The digital revolution and Gold Star was not a player. A handful of  top exec had to carve out a new plan to save the company and secure future. The first step: ditching the company's tarnished Gold Star name.  Replacing it with LG.  From TVs to handsets to appliances, LG has climbed its way to the near top.  In a little more than a year, LG's new CEO young nam has moved quickly transforming the company that had little brand recognition into a global leader with sales pushing $44 billion.  (NOISE)  eighteen million people have bought chocolate mobile phones and TV star Oprah Winfrey gave LG the ultimately endorsement naming its refrigerators one of her favorite things .  LG's fast track, innovation plan was turning the electronic market and its own corporate culture on its head.  Nam broke the tradition hiring the company's first ever chief marketing officer and naming a non-Korean to the C- suite.    

MALE VOICE:

01:20:44 -  discussing LG’s New Brand Identity. 

EMILY CHAN:

His innovation plans can be seen and heard, after he made English the official company language.  In a fiercely competitive market, the one company once voice policy was created to propel rapid innovation and delivery at the global level.  But, is this positive or negative disruption?  And what are the potential risks for the 50 year-old company whose workers must learn a second language to compete.   In an innovate or die world, the big question is how LG fast factor will play out in the world's Largest electronics market as America faces an economic downturn. For the Business of Innovation I’m Emily Chan In sol. 

MARIA BARTIROMO: 

01:21:22 -  Innovation starts with the person at the top who has to make the bold plays.  (LONG PAUSE) LG's Vice Chairman Yung Nam (PH) is the man responsible for successfully driving the company so far and so fast.  An innovative leader who doesn't believe in failure.  He's banking on stylish, new designs and smart touching to keep his company growing.  Mr. Yong Nam, nice to have you on the program.  Thank you for joining us.  And-- LG's moving so quickly.  But, now, your largest market, the United States, is facing an economic downturn.  So, how do you innovate in the face of that?

YONG NAM:

01:21:57 - innovation sometimes happen under very-- bad pressure-- around the company-- around the environment.

MARIA BARTIROMO:

How do you minimize failure when you're trying to innovate?  

YONG NAM:

01:22:06 - we do not develop product in a vacuum.  We have strategy, where to compete, how to compete and we invest a lot to understand consumer deeply enough to come up with we call-- so called insight.

MARIA BARTIROMO:

01:22:24 –I think its really Fascinating that you made a decision to have English the official language of your company.  Tell me about that.  Obviously, you have an international company with lots of different cultures.  But, you made this a point and wanted this to be implemented throughout the company.  Why?  What was the-- the-- the motivation behind that decision?  

YONG NAM:

01:22:43 -  They all have to speak same language to debate, to discuss about the business, to create value for customers.  And only way we can do it-- is the English.

MARIA BARTIROMO:

01:22:55 - So  bottom line?  Conquering the fail factor means assessing the problem, making use of internal resources, your best people.  Putting those best people in charge of whichever product or area you need.  

MARIA BARTIROMO:

Develop new products.

ANTONIO PEREZ:

Or set them free.

MARIA BARTIROMO:

And set them free.

ANTONIO PEREZ:

Set them free.

MARIA BARTIROMO:

01:23:18 -  That's the bottom line. Antonio, good to have you on the program.

ANTONIO PEREZ:

Thank you very much.

MARIA BARTIROMO:

Thanks so much.  We so appreciate it.  Keith  We're gonna see you later on in the program.  And, of course, our thanks to Yung Man from LG.

YONG NAM:

01:23:22 - Thank you very much.

MARIA BARTIROMO:

Share your thoughts with us in this week's innovation poll.  Go to Innovation.CNBC.com.  Innovating is bigger, better and faster and has worked in retail.  Can it actually work in the healthcare industry?  

VIJAY VAITHEESWARAN: 

01:23:38 –It now costs a billion dollars to get a new drug from the lab to the patient.  Drug bosses have to innovate smarter, faster and cheaper or bite the dust.  

MARIA BARTIROMO:

01:24:09 -  Welcome back to the Business of Innovation.  Tonight, it's called Innovate or Die.  What can companies do to implement innovation at high speeds?  

MIKE HUCKMAN:

01:24:18 - Big pharma CEOs these days are all talking about the need for innovation.  

DICK CLARK:

This is a new company, a new operating model, a new way to look at this business 

JEFF KINDLER:

01:24:28 -  Remodeling a whole business to succeed in this very changing and difficult environment.

JP GARNIER:

If you want to play in the pharmaceutical space, you have to do really innovative research.

MIKE HUCKMAN:

But, is that really happening?  In a recent issue of Business Week ranking the 25 most innovating companies in the world, not one Drug Company made the list.  Big pharmas laying off tens of thousands of people, closing plants, and cutting costs.

DR. ROY VAGELOS:

It's too big to be a growth industry.  

MIKE HUCKMAN:

01:24:59 -  Dr. Roy Vaglers (PH) knows all about and lectures on drug innovation and growth.  

DR. ROY VAGELOS:

The industry made enormously contributions to health at the time.

MIKE HUCKMAN:

01:25:08 -  The 78-year-old chemist ran the Merck Lab where 30 years ago, scientists discovered the first modern cholesterol fighter Mevecor.  Dr. Vaglers later became chairman CEO of the drug giant where he enjoyed what he calls the golden age for big pharma.  

DR. ROY VAGELOS:

It was a fabulous time.  And it-- not only-- not only for the industry.  But, you know-- more importantly the patients who benefited from these new drugs.

MIKE HUCKMAN:

01:25:34 The drug companies developed breakthrough blockbusters medicines for the heart and depression.  They amassed huge armies of sales people to push them.  Profits and stock prices skyrocketed.  But, in recent years, as big pharma began to see the patents run out on tens of billions of dollars worth of brand name drugs, their labs hit a dry spell.  And the golden age came to a screeching halt.  

DR. ROY VAGELOS:

01:26:00 - Big Pharma is in the position not to die out.  But, to become a mature industry.

MIKE HUCKMAN:

 For now though the much younger biotechnology industry has usurped big pharma's mojo.  But, even Dr. Vagelos thinks it could soon grab it back Mike Huckman CNBC for the Business of Innovation.  

MARIA BARTIROMO:

01:26:18 -  A classic example of needing to change.  Vijay Vaitheeswaran (PH).   You're a global correspondent and a series thought leader.  Is there really another golden age around the corner for big pharmaceutical?  

VIJAY VAITHEESWARAN:

01:26:30 - I think-- part of the answer has to lie in managing those costs.  But, ultimately, we have to find and big pharma bosses-- are looking for lessons from the biotech innovators: cheaper, smarter, faster ways of innovating that don't require the massive overhead, the-- and also, the really bureaucratic cultures that the traditional companies have had.  They've grown too big.  And-- in a way have lost their-- the nimbleness that they had in their younger days.

MARIA BARTIROMO:

01:26:56 -  So, the question is big pharma innovating fast enough?  Dr. Dan Vasella (PH), Chairman and CEO of Novartis understands the urgency of innovation.  (because in his industry longevity is in the pipeline.  Dr. Vasella, using radical thinking and high-speed technology to innovate in order to maintain Novartis' competitive advantage as well as to gain a foot hold in new markets.  And Dr. Dan Vasella joining us now.  Great to have you on the program.

DR. VASELLA:

Thank you, Maria.

01:27:20 -  So can you really innovate on a fast track when you're talking about very, very long term periods to really develop?

DR. VASELLA:

01:27:30 It's all relative, of course.  So, what you want is to be better than competition.  And so, there's always a bench marking against competition.

MARIA BARTIROMO:

01:27:38 - What-- what about being proactive?  How important is that theme for you as a c-- as a company to put things in place so that people care for themselves better?  And don't think the-- the issues of meeting—

DR. VASELLA:

01:27:53 - Crucial if you look at the society at large, we're going to a geriatric society.  Aging will be permeating the world.  So, as you grow older, after 55, 60, you get sick.  One disease, two diseases.  Eighty-five, people have-- only 15 percent of the people have no disease.  They most have more than one.

MARIA BARTIROMO:

01:28:15 Fifteen percent?  So, it-- being proactive, is critical—

DR. VASELLA:

Crucial.

MARIA BARTIROMA:

01:28:20 - Humana, one of the U.S. largest health care providers, is also proactively reinventing their approach to health care.  Is it working?

MARY THOMPSON:

01:28:30 -  LOUISVILLE... HOME TO THE KENTUCKY DERBY,  AND ONE OF THE NATION'S BIGGEST HEALTH INSURERS HUMANA, WHERE EVERY DAY IS RACE DAY.  PEDOMETER-WEARING EMPLOYEES TRACK THEIR STEPS ONLINE, AND RACK UP REWARDS FOR HEALTHY BEHAVIOR  IN THE VIRGIN HEALTH MILES PROGRAM.

BETH BIERBOWER: 

01:28:44 -if that's what motivates consumers we're all for it.
MARY THOMPSON: 

AT HUMANA'S INNOVATION CENTER,  THEY SEE  THESE TYPES OF PROGRAMS AS ONE ANSWER TO A CRITICAL QUESTION ABOUT HEALTHCARE IN THE U.S.

GRANT HARRISON:

01:28:57 - HOW do you engage with consumers to change how they actually live their lives cuase if they're getting more unhealthy their costs are going to go up. 

MARY THOMPSON:

SO HUMANA'S VICE PRESIDENT OF CONSUMER EXPERIENCE GRANT HARRISON ENCOURAGES WORKERS TO SEEKS ANSWERS IN  POPULAR ACTIVITIES LIKE ...VIDEO GAMES

GRANT HARRISON:

what people find when they're doing this is they're not even really noticing that they're pedalling faster and faster, so they're pedalling they're getting aerobic activity 

MARY THOMPSON:

i'm just noticing I'm just hitting the sides 

GRANT HARRISON: 

thats because your steering is very bad. 

MARY THOMPSON:

THEY TEST TECHNOLOGY THAT MIGHT SHOW ITS 11 MILLION MEMBERS WHAT'D THEY'D LOOK LIKE IF THEY  GAINED OR LOST WEIGHT,

AND IT PEDALS ITS FREE WHEELIN' BIKE SHARING PROGRAM TO EMPLOYEES AS A WAY TO GET AROUND TOWN, ALL IN HOPES OF A PAY OFF DOWN THE ROAD how long does it take to realize the costs, the benefits of something like this?

GRANT HARRISON:

01:29:46 -  it takes us quite a long time to realize the benefits, some of this stuff we're doing on the basis we believe its a right brand thing that we're doing, we believe it is going to give us a payback and help our consumers 

MARY THOMPSON: 

HUMANA'S VICE PRESIDENT OF PRODUCT INNOVATION BETH BIERBOWER SEEKS  INSPIRATION IN ALL KINDS OF PLACES. 

BEITH BIERBOWER:

01:30:03 - we've taken a few pages from the financial services industry 

MARY THOMPSON:

SOME OF THOSE PAGES NOW COME IN THE FORM MONTHLY OR QUARTERLY SMARTSTATEMENTS THAT TRACK WHAT CLIENTS SPEND , AND WHAT THEY SPEND IT ON. AND ITS CUT PAPER WORK,  WITH  A  DEBIT CARD LINKED RIGHT TO A CLIENTS HEALTH SAVINGS ACCOUNT. SO DEDUCTIBLES AND DRUGS CAN BE PAID FOR WITH A SWIPE OF A CARD.

SO now the question is WILL THESE STEPS BE ENOUGH TO GIVE HUMANA THE LEAD IN THE LONG RACE TO REIN IN RISING HEALTH CARE COSTS?

FOR THE BUSINESS OF INNOVATION, IM MARY THOMPSON

MARIA BARTIRMOMO: 

01:30:38 -  It’s all about keeping the customer engaged. Dr. Jonathon Jack Lord Is SVP and chief innovation officer at Humana one of the largest health benefits companies in the United States, With more that 11 and a half million members his job, pushing the company faster and smarter in designing innovative health care products, To meet the needs of the world facing a health crisis.  And Dr.  Jack Lord  joining us now, Jack, thank you so much for joining us, good to have you on the program.

JACK LORD:

Thank you, Maria.

MARIA BARTIROMO:

01:31:07-  So, how are you innovating?   

JACK LORD:

what we really try to do is bring retail type experiences to the health care system.  Things like personalization segmentation, honoring and respecting individuals, individual needs and judgment , as opposed to a system that was really pretty much dominated by experts, where the individual is subject to direction and not an active participant.

VIJAY VAITHEESWARAN:

01:31:29 -  How do you handle this huge challenge of cost containment-- at a time when more innovation might simply deliver marginal benefits of-- of questionable economic value.  And-- but add enormously to the costs. 

JACK LORD:

01:31:42 -  Well, the-- the combination of approaches are to deal with the-- emerging technologies and understand their value and impact.  But probably more importantly there are a lot of very low technology types of interventions and ways to engage consumers to be healthier. We've got an opportunity to engage people in ways to live healthier.  And we need to make a paradigm shift from what has-- been a sick care system, where we've thrown in-- a lot of very high tech and expenses services and to-- --real health system that encourages health along the way.

RANJAY GULATI:

01:32:08 - How is a health delivery system going to adapt in-- in fundamentally different ways that our people, the patient, rather than around we need to have the cardiologist sitting here, and an-- oncologist sitting here.  How is that gonna change? 

JACK LORD:

we're experimenting and we're looking for ways to create-- a class of master patients who can help other patients cope with their disease and understand the disease.

MARIA BARTIROMO:

01:32:32 -  And the take away, high speed innovation means being a nimble company using research and science best.  Developing better products.  Knowing your customer.  Which is-- who we know is the patient.  Dr. Vasella good to have you on the program. 

DR. VASELLA:

Thank you very much. 

MARIA BARTIROMO:

Dr. Lord thank you so much for joining us we appreciate it.  

JACK LORD:

Thank you. 

MARIA BARTIROMO:

01:32:50 - The business of innovation discussion continues right now online.  Visit us at Innovation.CNBC.com.  Learn more and share your thoughts with us about innovation.  One of the harsh realities of innovate or die is money.  How can you think like a venture capitalist in the midst of failure?

SCOTT BERKUN:

01:33:07 - Investors are looking at a company's track record.  They want to invest in companies with a history of doing things right, not necessarily the ones that have been lucky.

MARIA BARTIROMO:

01:33:38 - Welcome back to the business of innovation.  Tonight it's called innovate or die.  How can companies and countries finance and invest in innovation?  (MUSIC PLAYING)

JIM GOLDMAN:

Talk about coming out of a fog.  (NOISE) Fog Screen, the company behind this nifty (UNINTEL) display, it may have roots in Finland.

JORDEN WOODS:

01:33:57 - The images literally float in the air.

JIM GOLDMAN:

But its technology is generating big time customer interest here in Silicon Valley.  Indeed, all around the world.  Even Disney uses this stuff.  Thanks to an innovative partnership with the Finnish government.  

PEKKA PARNANEN:

01:34:13 Our job is to understand the ecosystem of-- of Silicon Valley.  And get that information to the Finnish companies.  And then work with Finnish companies so they can get access to these opportunities.  (MUSIC PLAYING)

JIM GOLDMAN:

Opportunities leading Finland's government to create Finnode 51 tech and  business development resource centers around the world matching Finnish companies with other companies.  Investors and researchers.  Like Nokia's partnership with student engineers at Berkeley.  Developing new mobile technology.  In this case, helping users navigate around traffic problems in real time as they happen from their handsets. 

JIM GOLDMAN:

01:34:48 - Why Finland and why such a big push by the government to get home grown innovations to new customers around the world, Finland is about the size of California, but with only a fraction of the population.  Finnode is the way the government can help its citizen companies grow their businesses by generating revenue where it didn't exist before.  And Finnish entrepreneurs and engineers, they love it. 

MALE VOICE:

In Silicon Valley we are able to-- get a sense of what is the latest and next best thing.

JIM GOLDMAN:

01:35:15 - And potential investors get access to innovations it might have missed otherwise.

MALE VOICE:

For pure money there is banks.  And we obviously are trying to do something else in this banking.  (MUSIC PLAYING)

JIM GOLDMAN:

Something not lost on the team at Future Mark.  A Finnish computer graphics efficiency company that monitors your PC performance.  A prime beneficiary of the Finnode) model.

JIM GOLDMAN:

01:35:38 - And while all this innovation is Finnish, these entrepreneurs and their partners hope the success is only just beginning. For the Business of Innovation I’m  Jim Goldman.

MARIA BARTIROMO:

01:35:46 -  Well, Finland's investing a lot of cash in innovation.  But are their expectations realistic?  Esko Aho, Finland's former prime minister now serves his country as the president of the Finnish National Fund for Research and Development.  Ever the statesmen, he could now be called the ambassador of Finland's innovation push.  Pushing for brains and funds to shore up his country's economic survival. How did you do it?

ESKO AHO:

01:36:14 -  I was prime minister in 1990s in the beginning of 1990s.  When I started our economic growth rate was minus seven. But then we decided that we are going to return back-- very soon.  And we started to make-- reforms.  And we were cutting expenditures.  Except expenditures for research and development and innovation. 

SUZY WELSH: 

01:36:38 -  Am I wrong in  thinking that the one-- the very ingenious thing underlying this plan is that, in the past, when you had innovative minds in places like Finland, and I think the other Scandinavian countries, they would leave and they would go live in other countries.  And what you're doing is you're keeping those innovative minds in your own network, within your own economy. 

ESKO AHO:

01:36:56 -  If you look at the list of the most innovative countries, or the most competitive countries in the world, except in the United States, almost all others are rather small countries.  Population.  Mainly less than ten million.  Sometimes we say that Finland is not a country it's a club.  And-- and that kind of  club - approach is rather good for innovation.  Because-- because-- people know each other's-- it's rather easy to create networks which are-- necessary for-- for innovation.

MARIA BARTIROMO:

01:37:26 - It seems though what Esko has done and-- and the country has really think  like-- like that-- like a venture capitalist.

ESKO AHO:

01:37:32 - Market is the key.  Especially early markets. Market which is able to take into the use-- innovative goods and services.

MARIA BARTIROMO:

01:37:41 - So what else does it take to think like a venture capitalist?   Randy Komisar (PH), a partner at Claner (PH) Perkins has both started and invested in businesses with leading edge technologies.  Randy's success has not stemmed from blindly betting on the new.  He looks for big problems to solve.  Great teams to solve them.  And identifies differentiated innovations that deliver real value.  

MARIA BARTIROMO:

Randy, good to have you with us.  Thanks so much for joining us.

RANDY KOMISAR:

Oh, my pleasure.

MARIA BARTIROMO:

01:38:08 - So what is the number one thing that a company has to do to think like a venture capitalist?

RANDY KOMISAR:

01:38:13 - Well, first of all, I'm not sure that thinking like a venture capitalist is what you want your company to do. You always need a market to fuel the-- the-- the solution.  But I actually think the problem is much more on the risk taking side.  If you take a look at why Silicon Valley is distinguished in this area, and I think very durable in the long term, why it's become the center of innovation, not just on a national basis, but on a global basis, it has to do with the culture that's been created here around risk taking.  It's not how we deal with success, but how we deal with failure that distinguishes this culture. 

MARIA BARTIROMO:

01:38:45 -  The funding is critical here.  So how do you go from problem to innovation to selling your plans to Wall Street?  (MUSIC PLAYING)

STEVE LIESMAN:

In the late 1990s, Sandy (while?) revolutionized banking with the creation of a financial supermarket.  Bringing banking, insurance and investment banking together under a single umbrella.  In just the past five months Citi Group has had to raise $42 billion in new capital to offset tens of billions of dollars of losses as the financial umbrella model is called increasingly into question. Globally, credit cards write offs from the industry now top a quarter of a trillion dollars.  In every corner of the financial world, from hedge funds to investment banks, to commercial banks, old ideas are under siege.  And the industry is bracing for a new wave of innovation.  

KEVIN WARSH:

01:39:39 - A new financial architecture is early in the process of construction.  With the head-- with the aid of the Federal Reserve and other public authorities.

STEVE LIESMAN:

Federal Reserve governor Kevin warsh has been on the front lines of the Central Bank's response to the credit crunch.  He says many months of restructuring lay ahead of the industry as business leaders close old businesses and figure out which ones to keep open.

KEVIN WARSH:

01:40:03 From the market's perspective, financial institutions over produce goods and services.  They now have to be liquidated for-- 

 (OVERTALK)

STEVE LIESMAN:

When the Federal Reserve stepped in to rescue Bear Stearns, and made emergency lending available to investment banks, the game changed forever.  Will the financial renaissance be led by the likes of Jamie Diamond?  Who's JP Morgan Chase seems escape the worst of the sub prime meltdown.

01:40:25 But is not in the process of absorbing Bear Stearns.  Or will it be Ken Lewis?  Head of Bank of America who has his hands full with the company's (UNINTEL) of troubled mortgage lender Country Wide.  Complicating the innovation process, congress is likely now to pass new rules that could raise the amount of capital investment banks have to keep on hand for a rainy day.

HANK PAULSON:

We are aggressively addressing the immediate problem. 

STEVE LIESMAN:

01:40:50 - And Treasury secretary Hank Paulson has proposed a complete overhaul of the regulator system that will likely have a dramatic effect on the entire industry.  With finance the life blood of the economy FED officials are watching change in the industry closely.  Quietly prodding them to pick up the pace.  The longer the innovation takes, the longer the economy can suffer.  For the business of innovation I'm Steven Leesman (PH).  

MARIA BARTIROMO:

01:41:13 -  Randy, these are tough times there on Wall Street.  Who is going to help Wall Street innovate?

RANDY KOMISAR:

01:41:17 - Well, you know, you could argue that Wall Street's innovated too much too fast.  Since the revocation of glass stego and the consolidation of the industry we've seen the speculators on Wall Street sort of end up taking control.  And I think what we've seen in the sub prime problem, and what we've seen in the obfuscation of risk in the various derivatives in structured investments that have been coming out of Wall Street, perhaps we've got too much innovation in Wall Street today.

MARIA BARTIROMO:

01:41:42 - So is that a risk Susie-- 

MARIA BARTIROMO:

Innovate-- innovating too much?    

SUZY WELCH:

When you are innovating and you don't know, at the top, what's going to be innovated down in the middle, that's a big problem.  And that is what we were talking about at the beginning of the program was innovation without a purpose.

SCOTT BERKUN:

01:41:54 -  I thought Randy nailed it with obfuscation of risk.  It's this activity  was going on, there's so many layers to it.  The-- the—segment  mentioned the architect-- financial architecture.  There's a lot of jargon here 'cause no one really knows quite how to define how many different layers there are to where the money has gone. You talk about portfolios of risk.  It's a common term in innovation circles.  What's the portfolio of risk?  Medium risk?  High risk?

RANJAY GULATI :

01:42:15 - 
But there are two kinds of innovations (UNINTEL).  I think we are obfuscating the two.  One is this product innovation.  Which is around-- structured bed, and all these instruments.  There's another kind of innovation which they tried  And I don't think we should go too hard on them on that. It-- that was the idea that maybe this is-- as services and products and-- mature and commoditize, maybe there was room to integrate these and bundle these as solutions. that, in some way, deliver value to customers and we can leverage those.  And in that case I think they may have the idea right.  It was the execution of it that really hasn't worked out as easily as I thought.  How do you bring different services together?  

MARIA BARTIROMO:

01:42:50 – Randy, 

RANDY KOMISAR:

But-- but innovation is a laboratory.  It's-- it's a set of experiments.  You've gotta be able to fail.  And when you consolidated that much power on Wall Street you can't afford to fail.  You can't afford the pace of innovation they at.  It's gotta be more highly regulated and more highly governed.

MARIA BARTIROMO:

01:43:06 - So the fun factor here, the bottom line, is thinking like a venture capitalist in terms of innovation.  You've got to find the funding solutions.  You've got to have a market.  But don't go overboard on the product selection because execution is critical.

ESKO AHO:

01:43:23 - And then-- I think it's very important to understand that-- innovation is not only for private sector.  It's as well for the public sector.

MARIA BARTIROMO:

01:43:33 - Mr. Aho so nice to have you on the program.

ESKO AHO:

Thank you.

MARIA BARTIROMO:

Thank you very much.  We appreciate it.  Former prime minister of Finland.  And Randy Komisar from Claner Perkins.  We thank you so much for spending the time.  Share your thoughts with us in this week's innovation poll.  Innovation.CNBC.com.  So what do you need in your innovation playbook in order to innovate and not die?  All about that, later, as we'll be back with your perspectives, next.

MARIA BARTIROMO:

01:44:17   Tonight's business of innovation was called innovate or die.  We talked about overcoming challenges like finding the innovator inside.  Conquering the fail factor.  Executing high speed innovation as well as financing and investing in tough times.  Let's ask our thought leaders now what we need for our own playbook to innovate and not die.  SuZY Welch (PH).

SUZY WELCH:


01:44:37 -  Well, I heard again and again tonight is the importance, the positive power of fear in innovation.  And it's-- it's not bad that-- if you harness that fear of failure and wrap it—--up into your innovation.  As long as it's linked to a purpose. To a place you're going so that it's not scatter shot  Don't underestimate how helpful fear can be when it comes time to innovate.

MARIA BARTIROMO:


Make it work for you. Ranjay,

RANJAY GULATI:

01:44:59 - 
It's soft of two things.  Seeing and doing.  And it sounds really easy, but seeing requires you to take away the shackles which with you think about the world.  Looking at it in different ways.  And fear allows you to overcome those shackles sometimes.


And after seeing we have to do the doing.  Do I take these people, put them far away?  Do I keep them separated?  Do I encourage deviance?  How do I-- and how do I link all this doing around the common purpose?  How do I actually drive it through?  It's the seeing and the doing to really make it happen. 

MARIA BARTIROMO:


And-- and it's like what they're doing in Finland with the federation of companies.  Scott Berkun.  

SCOTT BERKUN:


01:45:30 -  I think it's all about distribution of risk.  You show up at work, it's very easy to do the conservative thing that everybody expects you to do.  But you-- it's-- that's-- that's not change.  That's status quo.  So you gotta show up at work and say, "Alright, 60 percent of my day is in all the things they would expect me to do.  Twenty percent is getting people to do things that are a little bit risky.  And ten percent or 20 percent are the big risks."  And every day you have to distribute risk.  If you don't then you're not innovating. 

MARIA BARTIROMO:


01:45:53 - So you really need to look at the business and the people who are working there and say, "Twenty percent of my time is gonna be spent making sure they come up with new ideas."

SCOTT BURKEN:


If it's not your time, it's your team's time, $100 to spend every day, 60-- 20-- 20-- some distribution.  Just like we do financial planning, we distribute our risk.  Same thing.  Same thing.  

MARIA BARTIROMO:  

Keith…

KEITH YAMASHITA:

01:46:10 - You know, I think it's-- if you want a systematic result you have to take a systemic approach.  I’ll build on something you said.  I think between seeing and acting is challenging your fundamental beliefs about some things.  That permits you to think about something in a new way.  And this kind of pattern of see, believe, think, act.  That's the cycle we do.  We do it every day.  Innovation isn't some big bang thing.  It's something that people do every day by challenging the system.  

MARIA BARTIROMO:


And push yourself as a leader to keep doing that

(OVERTALK)

KEITH YAMASHITA:

Absolutely.  It's your absolutely-- your goal, your right, and your kind of role, is to do that every single day.

MARIA BARTIROMO

Vijay..

VIJAY VAITHEESWARAN:

01:46:41 - 
You know, we started by talking about Kodak.  My last word comes from Edwin Land (PH), the founder of Polaroid.  He said, "Sometimes to have a new idea you have to stop having an old idea." 

MARIA BARTIROMO:

01:46:50 - All great advice from out thought leaders Thanks to everybody  Thank you so much.  Susie Welch. Thank you  Dr.Ranjay Gulati thank you,   Scott Berkin (PH), and Keith Yamashita, we appreciate it.  Vijay Vaitheeswaran, always great to talk to you. .  To watch this program again, or know more about innovation, visit our website, Innovation.CNBC.com.  Next week it's called redefining innovation.  How can companies constantly change their definition of innovation so they keep their customers happy and stay ahead of the curve? 

