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started during a recession, 

depression or crisis. 
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With hindsight, it might seem obvious that these companies would 

succeed but at the time they were completely unproven and launching 

themselves at the most difficult time possible ... a time of uncertainty, of 

retraction and economic destruction. Somehow, they found and 

leveraged opportunities that we would now describe as 'obvious'. 
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Financial downturns are 

actually the best time to 

find new opportunities. 
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ACTEARLYTO 
OUTRUN COMP'..,E ,~rroRS 

Like the 1Modern 

Racing Line1
, 

businesses who 

act early can 

overtake their 

competitors in 

corners (crises). 

The key is to 

accelerate early 

from the turn by 

cutting costs 

early and focusing 

on growth while 

everyone else 

is still cutting. 



Winning companies accelerated profitability during and after the 
recession, while losers stalled 

Growth in nominal EBIT (indexed 2007=100) 
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Sources: S&P Capital IQ; Bain Sustained Value Creator analysis, winners (n=415) losers (n=3.449) 
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This is a Bain & Company study of 3,900 companies who all 

grew profit > l 0% p.a. from 2003-2007 before the GFC. 

and ' Losers' quickly emerged but the surprise is that it 

was DURING the recession, not after, that diverged, 

posting much higher yearly growth rates. 

This lead continued through the end of the recession 

and accelerated over the next l O years! 



The winners locked in gains during the last downturn and reaped the 
rewards 

Enterprise value (indexed 2007=100) 
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The same story played out in business size. Market capitalisation 

ended 3x larger ($6bn larger) for the group . 

Like on a racetrack, winning businesses cut costs early (cutting 

fat, not muscle!) and found new opportunities for growth by 

pivoting or investing early. 

But where did they find opportunities? 



WHERE OPPORTUNITES COME FROM 

The more disruptive the downturn, the greater the depth 

and number of opportunities because opportunities 

only appear in 2 ways: Creation and Discovery. 
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The popular understanding of innovation and entrepreneurship 

says that opportunities are CREATED. Think of Tesla, 

Apple, Google and Uber who a ll created new technologies. 

CREATING opportunities requ ires an intense focus on a 

business's innovation culture and entrepreneuria l capabilities 

but there are simpler ways that don' t rely on skill. 



Innovative businesses can a lso discover opportunities 
rather than creating them. In th is approach, opportunities 

exist on their own - regardless of skill - and are 

simply waiting to be found. 

*Peter Drucker's world-famous '7 Sources of Innovation' comes from analysing the 

opportunities found in 7 distinct areas. He says that opportunities are discovered 

('known') rather than created ('done'). 

THE 7 SOURCES OF INNOVATION ARE: 

INTERNAL TO YOUR INDUSTRY 

1. Unexpected Success or Failure eg. Post-It Notes 

2. Market Incongruities eg. MYOB, Facebook 

3. Innovations in Process eg. the McCoy Lubricator 

4. Changes in Your Industry or Market eg. regulation 

EXTERNAL TO YOUR INDUSTRY 

5 . Demographic Changes eg. Baby Boomers 

6 . Meaning and Perception Changes eg. electric vehicles 

7. Knowledge Breakthroughs eg. nanotechnology 

Read about the 7 sources and their examples at discernable.io/opportunities 



THE PRESCRIPTION 
FOR NEW AND EXISTING BUSINESSES 

Fina ncia I 

Stra tegy 

Defensive 

Stra tegy 

Offensive 

Stra tegy 

Existing Business 

Cost restructuring 

pre-crisis 

Redefine business around core 

Refocus Sales/Marketing 

Proactive acquisitions 

Headhunt ta lent 

Increase R&D 

New Business 

Avoid short-term 

cash plays 

Narrow to l MVP 

Pivot fast + often 

Narrow to 1 MVP 
Increase investment 

Slow-moving companies continue to cut too deep and too long well 

into a recession. This leaves them with decimated ta lent-pools and 

innovation pipelines. 

Disciplined balance sheet management is just as important as disciplined 

P&L management because it is the balance sheet that fuels growth during 

and after the recession. 
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