the three box solution a strategy for
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Introduction

the three box solution a strategy for leading innovation is a groundbreaking
framework designed to help organizations manage innovation effectively while sustaining
core business operations. Developed by renowned innovation expert Vijay Govindarajan,
this strategy provides a clear roadmap for balancing current performance with future
growth and transformation. The three box solution emphasizes simultaneously managing
three critical areas: optimizing the present, selectively forgetting the past, and creating the
future. This article explores the key components of the three box solution, its practical
applications in business innovation, and how leaders can implement this approach to drive
sustainable competitive advantage. Readers will gain insights into strategic innovation
management, overcoming organizational inertia, and fostering a culture of innovation.
Following is a detailed table of contents outlining the main sections covered.
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Understanding the Three Box Solution Framework

The three box solution a strategy for leading innovation is built on the premise that
organizations must simultaneously perform three distinct but interconnected activities to
succeed in a dynamic marketplace. This framework encourages leaders to allocate
resources and attention across three "boxes" or domains that represent different time
horizons and strategic focuses. By doing so, companies can maintain current operational
excellence while preparing for disruptive changes and new growth opportunities. The
framework challenges traditional linear thinking about innovation, advocating for parallel
management of legacy businesses and future initiatives.



Origin and Development

The three box solution was introduced by Vijay Govindarajan in his influential work on
innovation and strategy. It emerged from extensive research on how successful companies
navigate innovation challenges and balance exploitation of existing capabilities with
exploration of new possibilities. The model has been widely adopted in various industries as
a practical guide for innovation leadership and strategic transformation.

Core Principles

The framework rests on three core principles:

e Box 1: Manage the present by optimizing current business operations to deliver
consistent value.

e Box 2: Forget the past selectively by identifying and discarding outdated practices,
processes, or mindsets that hinder innovation.

e Box 3: Create the future by investing in new ideas, products, and business models
that will drive long-term growth.

Applying these principles concurrently enables organizations to avoid the common pitfall of
focusing solely on present success while neglecting future readiness.

Box 1: Managing the Present

Box 1 focuses on sustaining and improving the core business. It involves refining existing
processes, enhancing product quality, and maximizing operational efficiency. Managing the
present ensures that the organization remains profitable and competitive in the short term.
This box demands continuous attention to customer needs, market trends, and
performance metrics.

Operational Excellence

Operational excellence in Box 1 includes streamlining workflows, reducing costs, and
improving service delivery. Companies invest in technologies and practices that boost
productivity and customer satisfaction. This focus helps maintain steady revenue streams
and supports other innovation efforts.

Customer-Centric Strategies

Meeting current customer expectations is critical in Box 1. Organizations deploy targeted
marketing, customer relationship management, and product enhancements to retain
market share. This approach aligns with the goal of sustaining the present while preparing
for future changes.



Box 2: Selectively Forgetting the Past

Box 2 addresses the need to let go of outdated paradigms, legacy systems, and entrenched
behaviors that can impede innovation. Selectively forgetting the past is a strategic process
of identifying which assets, processes, or beliefs no longer serve the organization’s future
goals. This step is often the most difficult because it requires challenging the status quo
and overcoming organizational inertia.

Identifying Obsolete Practices

In this subtopic, organizations analyze current practices to determine what should be
phased out. This may include legacy technologies, traditional management styles, or
inefficient workflows that no longer align with market demands. Careful evaluation ensures
that resources are freed up for innovation initiatives.

Overcoming Resistance to Change

Box 2 involves managing cultural and psychological barriers. Leaders must communicate
the rationale for change and engage employees in the transformation process. Building a
culture that embraces learning and adaptability is crucial for successfully forgetting the
past selectively.

Box 3: Creating the Future

Box 3 is dedicated to innovation and future growth. This box encourages organizations to
explore new markets, develop breakthrough products, and experiment with novel business
models. Creating the future requires visionary leadership, investment in research and
development, and a willingness to take calculated risks.

Innovation and Experimentation

Innovation efforts in Box 3 include ideation, prototyping, and pilot programs. Companies
foster environments that support creativity and cross-functional collaboration.
Experimentation helps validate new concepts and accelerates time to market for
innovations.

Strategic Investment

Allocating resources to emerging opportunities is a key activity in Box 3. This may involve
funding startups, acquiring new technologies, or developing strategic partnerships.
Effective investment decisions are informed by market analysis and long-term vision.



Implementing the Three Box Solution in
Organizations

Successfully applying the three box solution a strategy for leading innovation requires a
structured approach and strong leadership commitment. Organizations must develop
capabilities to manage each box simultaneously while ensuring alignment across the
enterprise.

Leadership and Governance

Leaders play a pivotal role in balancing the three boxes by setting clear priorities, allocating
resources, and fostering an innovation-friendly culture. Establishing governance structures
that oversee innovation efforts helps maintain focus and accountability.

Resource Allocation and Time Management

Effective implementation involves distributing time, budget, and talent across the three
boxes according to strategic objectives. This may include creating dedicated teams for
future initiatives while maintaining operational units for present business needs.

Measuring Progress and Adaptation

Organizations track key performance indicators related to each box to evaluate success
and make adjustments. Continuous feedback loops and learning mechanisms enable agile
responses to changing market conditions and emerging opportunities.

Benefits and Challenges of the Three Box
Solution

The three box solution offers numerous benefits for organizations aiming to lead innovation.
It provides a clear framework for balancing present performance with future growth and
fosters a disciplined approach to change management. However, implementing this
strategy also presents challenges that require careful navigation.

Benefits

e Balanced Focus: Enables simultaneous attention to current operations and future
innovations.

» Strategic Clarity: Clarifies priorities and resource allocation across different time
horizons.



 Enhanced Agility: Promotes adaptability by encouraging selective forgetting of
obsolete practices.

e Innovation Culture: Supports the development of an organizational culture that
embraces change and creativity.

Challenges

e Organizational Resistance: Overcoming entrenched mindsets and inertia can be
difficult.

* Resource Constraints: Balancing investment between boxes may strain limited
resources.

e Complex Coordination: Managing three distinct activities simultaneously requires
effective coordination and communication.

e Risk Management: Innovation efforts inherently involve uncertainty and risk that
must be carefully managed.

Frequently Asked Questions

What is the core concept of the Three Box Solution in
innovation?

The Three Box Solution is a strategic framework that encourages organizations to
simultaneously manage and balance three critical activities: managing the present (Box 1),
selectively forgetting the past (Box 2), and creating the future (Box 3) to drive continuous
innovation.

Who developed the Three Box Solution strategy for
leading innovation?

The Three Box Solution was developed by Vijay Govindarajan, a renowned expert in
strategy and innovation.

How does the Three Box Solution help companies stay
competitive?

By focusing on managing current operations efficiently, letting go of outdated practices,
and investing in future innovations, companies can adapt to changing markets and
technologies, ensuring sustained competitiveness.



What are the challenges businesses face when
implementing the Three Box Solution?

Challenges include overcoming organizational inertia, balancing resource allocation among
the three boxes, managing cultural resistance to change, and effectively identifying what to
forget from the past.

Can the Three Box Solution be applied to small
businesses or startups?

Yes, the Three Box Solution is versatile and can be adapted by small businesses and
startups to balance their current operations while innovating for future growth.

How does selectively forgetting the past (Box 2)
contribute to innovation?

Selective forgetting involves discarding outdated processes, products, or mindsets that
hinder progress, thereby freeing up resources and mental space to pursue new innovative
ideas.

What role does leadership play in executing the Three
Box Solution?

Leadership is crucial in setting vision, allocating resources, fostering a culture that
embraces change, and ensuring that the organization effectively balances managing the
present, forgetting the past, and creating the future.

Are there any industries where the Three Box Solution
is particularly effective?

The Three Box Solution is effective across various industries, especially those experiencing
rapid technological change, such as technology, healthcare, automotive, and finance
sectors.

How can companies measure success when using the
Three Box Solution strategy?

Success can be measured by tracking key performance indicators related to current
operational efficiency, the rate and impact of innovation initiatives, and the organization's
ability to phase out obsolete practices.

Additional Resources

1. The Three-Box Solution: A Strategy for Leading Innovation by Vijay Govindarajan
This book introduces the Three-Box framework, which helps organizations manage current
operations while simultaneously innovating for the future. Govindarajan emphasizes the



importance of balancing the present (Box 1), selectively forgetting the past (Box 2), and
creating the future (Box 3). The book provides practical tools and real-world examples to
guide leaders in driving sustained innovation.

2. Dual Transformation: How to Reposition Today's Business While Creating the Future by
Scott D. Anthony, Clark G. Gilbert, and Mark W. Johnson

This book complements the ideas in the Three-Box Solution by focusing on how companies
can transform their current business while simultaneously creating new growth platforms. It
discusses the challenges of managing two transformations and offers frameworks to
navigate these complexities effectively. The authors provide case studies from leading
companies to illustrate successful dual transformation.

3. Innovator’s Dilemma: When New Technologies Cause Great Firms to Fail by Clayton M.
Christensen

A classic in innovation literature, this book explores why established companies often fail to
adopt disruptive technologies. Christensen’s concept of disruptive innovation ties closely to
the need for managing current and future business models, as outlined in the Three-Box
Solution. It provides foundational insights on how leaders can avoid complacency and
embrace change.

4. Leading the Revolution by Gary Hamel

Hamel argues that companies must reinvent themselves continuously to stay ahead in a
rapidly changing marketplace. He provides strategies for fostering innovation and
challenging industry norms, aligning with the idea of selectively forgetting past practices
(Box 2). The book encourages leaders to create revolutionary change rather than
incremental improvements.

5. Playing to Win: How Strategy Really Works by A.G. Lafley and Roger L. Martin

This book outlines a practical approach to strategy that supports innovation by focusing on

winning choices and clear priorities. It complements the Three-Box Solution by emphasizing
strategic clarity and focus, which are critical when balancing current operations and future

innovations. The authors share insights from their experience at Procter & Gamble.

6. Hacking Growth: How Today’s Fastest-Growing Companies Drive Breakout Success by
Sean Ellis and Morgan Brown

Focused on growth hacking, this book provides actionable techniques for driving rapid
innovation and scaling new ideas. It aligns with Box 3's emphasis on creating the future by
experimenting and iterating quickly. The authors draw from their work with startups and big
companies to show how innovation can be systematized.

7. Exponential Organizations: Why New Organizations Are Ten Times Better, Faster, and
Cheaper Than Yours by Salim Ismail, Michael S. Malone, and Yuri van Geest

This book explores how organizations can leverage new technologies and organizational
models to achieve exponential growth. It complements the Three-Box Solution’s focus on
future innovation by illustrating how companies must rethink structures and processes. The
authors provide frameworks to help leaders jumpstart transformative change.

8. Zone to Win: Organizing to Compete in an Age of Disruption by Geoffrey A. Moore

Moore discusses how established companies can organize themselves to foster innovation
and compete effectively in disruptive environments. The book provides practical guidance
on allocating resources and managing innovation initiatives, resonating with the Three-Box



Solution’s balancing act. It helps leaders navigate the tensions between maintaining current
businesses and building new ones.

9. Creative Destruction: Why Companies That Are Built to Last Underperform the
Market—and How to Successfully Transform Them by Richard Foster and Sarah Kaplan
This book examines the paradox of corporate longevity and the need for continuous
renewal to sustain success. It offers insights into how companies can embrace creative
destruction to innovate and avoid stagnation, linking closely to the Three-Box Solution’s
concept of selectively forgetting the past. The authors use extensive research to provide
strategies for effective transformation.
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