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THE TECHNOLOGY PARTNERSHIP PLC 

Since its forma tion in 1988, The Technology Partnership has grown to become Europe's 

leading innova tion business, with revenues in 1996;7 of £30 million , The majority of this 

comes from developing innovative products for companies in a wide range of industrial 

sectors. They include Black & Decker, NEC, Hitachi, AEG, Bosch, Bayer, NCR, 

Gla xoWellcome and Fisher Price. TIP also provides consulting advice on innova tion 

management, new business development and technology strategy. 

A key fea ture of The Technology Partnership's own strategy is the crea tion of subsidiary 

manufacturing and licensing businesses with their own portfolio of products. These include 

hardware and software components for GSM mobile phones, which are marketed in 

partnership with Hitachi and Analog Devices, and high technology drug discovery and 

manufacturing equipment for the pha rmaceutica l industry. Myriad TI' , a new automated 

chemical synthesis business, is being developed in partnership with seven of the world 's 

major pharmaceutica l companies. 
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THE INNOVATION CHALLE GE 13 

1. THE INNOVATION CHALLENGE 

The adva nced economies are under pressure as neve r befo re. Global communica tions and 

the ready availability of a n able management elite, as well as a d isciplined educa ted labour 

fo rce in some of the poores t countries in the world , mea n that Western companies canno t be 

cos t competitive at manufacturing fo r a widening range of products. The accelera ting pace of 

competition is making product life-cycles shorter and markets are globa lising and maturing 

fas ter . 

In a world dominated by global companies, instantaneous co mmunica tions and international 

finance, the competitive ness of the adva nced industria l na tions is more and more dependent 

on innovation. Wha tever adva ntage a company has today will be imita ted by others within a 

few yea rs. Today's cash co w is tomorro w's dog. Success is therefo re not just about how good 

a company is at what it does, it is a lso about how good it is a t cha nging what it does before 

the competition. 

Much of the res tructuring and downsizing that companies have undergone during the las t 

five years has been a delayed response to the pressure of increasing global competition - a 

despera te struggle to re-es tablish the competitiveness of businesses that had been a llowed to 

become too fa t, or had tried fo r too long to fight co mpetitors with wage cos ts tha t were a 

frac tion of their own. 

In ma ny cases these ve ry businesses had been built up la rge ly through a process of 

acquis ition. Cute dea l-making, the strippin g out of du plica ted co rpora te overheads and the 

creation of global marketing networks have provided a simple stra tegic recipe w hich has 

enabled companies to remain competitive as their markets matured . 

And the w hole process has been rein fo rced by the growth of "business tubism", the crea tion 

of indepe ndent business fiefdoms und er an overa ll corpora te structure. Under this 

philosophy, the so le task of each business' ma nagement tea m was to de live r against eve r 

tighte r financial ta rgets, w ith strong ince ntives fo r do ing so and seve re pena lties for fai ling. 

As a fo rmula fo r business success, this approach has by and la rge succeeded - fo r a time a t 

leas t. But you cannot go on downsizing a nd cutting cos ts fo r eve r. As you look across the 

industrial ca nvas, yo u see the grea t acquisitive conglomerates of the 1980s de-merging and 

refocusing on individual industry sectors. And a t long las t we see the public recognition, by 
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THE I OVATION CHALLENGE 14 

some of the strongest advocates of re-engineering, that you cannot save your way to 

prosperity. 
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If the primary mea ns of increasing shareholder value in the 1980s was acquis ition, and in the 

1990s re-engi neerin g, growth in the next decade will see a red iscovery of the importance of 

innova tion . 

Of co urse, it would be wrong to say that companies have ignored innova tion over the last 15 

yea rs. One of the world's larges t companies in te rms of shareholder va lue, Intel, is built on a 

technology which did not exist 40 years ago. Reuters, the world number one supplier of 

e lectro nic in fo rma tion to the globa l fina ncia l community, has increased revenues by ove r 

500% in a decade, spending 7% on sys tem and product development. Canon tripled revenue 

in a decade, mos t of its growth coming from businesses in which it was not involved 20 yea rs 

ago. Canon now files more patents in the US than any other compa ny except IBM. ln 

pharmaceuticals, a ll the majo r companies have embraced biotechno logy and a re investing 

up to 15% of revenues in resea rch and development (R&D). Technology developme nts have 

been brea thtaking a nd there is much more to come. For most companies the problem is not a 

shortage of technology, but how to use it to build competitive adva ntage. 

© The Technology Partnership 
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THE INNOVATION CHALLENGE 15 

The point is that, in many sectors of industry, managing innovation has taken second place 

to managing costs. Where attention has been devoted to improving innovation 

management, the same drivers have often dictated the actions taken. Two strategies typify 

the response. The first has been to break up large central R&D organisations and partition 

resources between business units . Often this has been accompanied by significant headcount 

reductions. The second has been the introduction of formalised product development 

processes, sometimes as a part of a broader quality or re-engineering initiative. 

The rationale for both approaches has been the same - to ensure that development efforts 

were more aligned to business needs and to increase the "bang per R&D buck". 

Both have usually paid off. R&D is extremely difficult to integrate with the business it serves 

and can easily become slow and flabby. Giving business units more direct responsibility for 

their R&D and introducing standard processes to encourage cross-functional teamwork has 

had a positive impact on most companies that have followed this path . 

But, all too often, there has been a downside. R&D has become too focused on the short-term 

needs of its customers. Because of pressure for short-term results, business managers in turn 

have had insufficient time or incentive to consider longer-term strategies and more 

innovative business development opportunities. Furthermore, the growth of business 

tubism, and reduction in corporate business development resources that has usually 

accompanied it, means that many of the best opportunities for business growth - those that 

lie in the "white space" between businesses or involve partnerships with externa 1 companies 

- have been ignored . 

In our discussions with business leaders throughout Europe and North America, we find the 

sa me message repeated again and again. Whilst changes in approach to R&D management 

have led to incremental innovation becoming more efficient, it has become much more 

difficult to undertake radical innovations with the higher rewards (and higher risks) that this 

offers. The search for best practice in product innovation continues . 

The purpose of this report is to exa mine how companies with a history of success in 

innovation go abo ut the product deve lopment process and to describe the key elements of a 

"Strategic Innovation Manageme;1t System" which co mpanies will need to rem a in competitive 

in the twenty-first century. In preparing it we have drawn on three main so urces of 

information. First we draw on the results of an extensive study of new product development 

processes which The Technology Partnership has carried out for this report. Altogether we 

visited 22 companies in Europe, the United States and Japan, including industry leaders like 

© The Technology Partnership _ 
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THE INNOVATION CHALLENGE 16 

Canon, IBM and DuPont. We are deeply grateful to these companies for sharing their 

experience of managing product innovation with us . 

Secondly, we have drawn on our own experience, as consultants, of advising major 

companies on innovation and technology management. It is only when you try to introduce 

new ways of thinking or managing into a company that you realise why things were as they 

were . The generic lessons we have learned and approaches we have developed to overcome 

the natural barriers to innovation that exist in any large organisation are incorporated in this 

report. 

Finally, we have drawn on the experience of The Technology Partnership as a product 

innovation business in its own right. Over 80% of our revenue comes from creating 

innovative products for clients, and over the last decade we have developed approaches that 

enable us both to manage creativity and to achieve very fast product development times. A 

key issue for large companies is to what extent the entrepreneurial dynamism and culture of 

a small business like The Technology Partnership can be replicated within a large company 

environment. We found some that had achieved just that. 

In the next chapter we report on the results of a study of product innovation involving 

companies from Europe, the United States and Japan. Its primary focus is on the total quality 

management "stage-gate" based approach to product development, whose adoption by 

many large companies represents the most important change in approach to product 

innovation of the last five years. We discuss the benefits it has delivered to those companies 

that have implemented it, and highlight important shortcomings. 

In Cha pter 3 we step back from this analysis and paint a broader picture of the innovation 

process, examining how it works in practice and the barriers which often get in the way. 

Together with the research findings and our own practical experience of product innovation, 

this provides the basis for an approach to Managing the Overall Innovation Process which is 

presented in Chapter 4. This offers an integrated approach to innovation management, 

drawing on the many different techniques and approaches used by the companies we 

interviewed, as well as those of others whose innovation performance we admire, and our 

own experience as practitioners. 

© The Technology Partnership 
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Our research shows that the stage-gate approach provides only a partial solution to 

companies wishing to increase their innovation effectiveness. For some types of 

development it can actually increase time-to-market, and it has little to offer companies 

seeking to improve the "front end", concept generation part of the overall innovation 

process. We outline the various other tools and techniques that can be used and show how 

they relate to different types of project and different stages in the overall innovation process. 

Finally, for companies seeking to make fundamental improvements in their innovation 

effectiveness, in Chapter 5 we describe the key steps needed to design an appropriate 

Strategic Innovation Management Programme and make the changes stick. 

© The Technology Partnership 
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2. THE PROCESS APPROACH TO THE MANAGEMENT OF PRODUCT 

INNOVATION: A STUDY OF BEST PRACTICE 

2.1 Study Objectives and Companies Interviewed 

19 

Between September 1996 and April 1997, the Strategy Division of The Technology 

Partnership carried out a global study of how new product development was undertaken 

within major companies in Europe, USA and Japan. The companies interviewed are listed 

below and the Appendix shows their key characteristics in terms of location, size and 

business activity. The scope was deliberately broad, including companies in the chemicals, 

materials, pharmaceuticals, healthcare, office automation, electronics and computing 

industries. 

The most important change in the management of product development over the last five 

years has been the introduction of formalised "stage-gate" systems. Roughly half of the 

companies in our sa mples used some form of stage-ga te process and one of the key starting 

points of our study was to assess the impact of these. What had been the benefits? Did they 

have any shortcomings? What constitutes best practice in terms of designing and 

implementing such systems? 

© The Technology Partnership 
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20 

However, before a nswering these questions, we summarise the key fea tures of the s tage

ga te approach . 

2.2 The Stage-Gate Approach 

The adoption of a process approach to new product development is based on the belief that 

new product development is a core business process (a lo ng with manufacturing or 

purchasing) and tha t quality management techniques are therefore equa lly applicable . 

Three academics have been particularly influential in conceptua lising the approach, Ca rte r 

and Wheelwright ' from Harvard Business School and Cooper2 at McMaste r Unive rsity in 

Hamilton, Ontario . A numbe r of the companies we interviewed had been stron gly 

influenced by their thinking and some consu lting orga nisa tions have developed proprieta ry 

products arou nd the same basic philosophy. 

1 
Revolutioni::.ing Product Development , Steve n C Wheelwright and Kim B Clark, ew York: Free Press, 1992 

2 
Winning al New Prod11cls, Robert G Cooper, Addison Wesley, 1993 
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21 

The central idea is that the product development process can be broken down into a pre

determined set of stages, each stage consisting of a se t of prescribed, multifunctional and 

parallel activities. The entrance to each stage is a ga te which acts as a quality control 

checkpoint and enables Go/No Go decisions to be made. If a company's entire portfolio of 

projects is managed under this regime, it should be possible to progressively focus resources 

on those projects offering the best commercial potentia l. 

Typical sta ges in the process are: 

• Preliminary investigation -A quick investigation a nd scoping of the project. 

• Building the business case - A more detailed investiga tion leadin g to a business case for 

the new product development, including project definition, justifica tion and a project 

plan. 

• Development - The phys ical design a nd development of the new product. 

• Validation - Tests or trials, both in the lab and ma rket-place, to ve ri fy the technica l and 

commercia l viability of the new product. 
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• Commercialisation - Beginnings of full production and launch onto the market-place3
. 

22 

There is an additional stage, sometimes referred to as Stage Zero, known as idea generation 

or ideation. Idea generation is a vital activity since it acts as a trigger to the rest of the new 

product process. 

2.3 Key Elements of the Approach 

Stage-gate sys tems incorporate five key elements: 

• Risk management - By breaking the product development process into a series of key 

stages, with each stage usually costing more than the previous one, it is possible to focus 

effort on reducing key uncertainties (technical, commercial or strategic) before 

development costs increase. At the start of the project, an overall game plan is produced 

covering the work to be undertaken at each stage. At each subsequent stage more 

detailed plans are provided, taking into account the information already collected and 

changing circumstances. 

• Gate reviews - Gates provide formal review points at which the achievement of milestone 

targets can be checked and deliverables established for the next stage. This enables new 

information to be taken into account as projects progress. Poor projects can be killed off 

early and resources can be focused on the most promising ones. Most importantly, stage

ga te reviews are event based, rather than calendar based . Decision making is based 

around the evaluation of predetermined deliverables and ca n therefore be given more 

tee th . The most important feature of the stage-ga te philosophy is that a posi tive decision 

must be made to provide resources for the next stage of work. The default is stop. As 

Coo per puts it, 'a singl.e no (against a predetermined list of "must meet" criteria) signals a kill 

d2cision and brings the meeting to a quick end '. 

• Multifunctional teams - Stage-ga te a ims fo r the active involve ment and commitment of 

representatives of the different functions wi thin an organisation (R&D, Marketing, 

Manufacturing a nd so on). If achieved , this improves decisio n making and , by ens urin g 

"owne rship" of projects, speeds implementation. 

3 
This is essenhally the generic model as d escribed by Cooper in Winning at New Product s 
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• Parallel processing - Technical, commercial and manufacturing issues are all addressed in 

parallel within each stage so that the overall project risk is reduced in a managed fashion. 

• Market-driven bias - Stage-gate systems provide a market-pull as opposed to technology

push bias to the new product process, with all projects being evaluated from the 

perspective of the customer, even if the idea originated in R&D. As one R&D manager 

interviewed put it: 'Our job is to come up with the ideas, but Marketing m ust prioritise what 

projects we should work on'. 

2.4 The Gate Review Process 

The gate review process lies at the centre of the stage-gate approach. If this does not work 

well, the whole process falls down. 

Gate reviews have three main objectives: 

• to decide on whether or no t a project should proceed, stop or be redirected 

• to decide the project's priority with respect to others in the portfolio 

• to agree the work programme and resourcing arrangements for the next phase and 

define the deliverables for the ga te review at the end of it. 

Typically, the project mana ge r will submit a report to the gate review team some days in 

adva nce of the gate review meeting. Then on the day, he or she will make a short 

presentation. 

A Co/ No Go decision is reached a t, or shortly after, the end of the gate review meeting. 

Alternatively, the ga tekeepers may elect to refer the project back to the previous stage in 

ord er to add ress certain targets which have not been met. A "Go" decision implies the 

commitment of resources to enable the project to proceed to the next stage. As to tal R&D 

funding is usually fixed , this requires a priority to be put aga inst the project compa red with 

others in the portfolio and represents one of the most difficult aspects of the stage-ga te 

approach to manage in practice . 
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Selection of gatekeepers 

For the gatekeeping role to be executed effectively, gatekeepers must: 

• have the authority to make decisions and approve or divert resources for the next stage 

• represent the "sponsors" of the project, that is : the key functions involved (such as 

Marketing, R&D, Manufacturing) or, in the case of a multi-business company, the 

management of an individual business unit 

• bring a high degree of continuity to decision making between and within projects. 

In practice, this means gatekeepers must constitute (or at least include) a small senior group 

of directors or managers with both authority and the commitment that derives from real self

interest. Where we found stage-gate processes at their weakest was when these criteria were 

not met. 

2.5 Reasons for Introducing Stage-Gate 

Of the 22 companies interviewed as part of this study, 11 had implemented a stage-gate type 

new product development system (see Table 2.2). With the exception of Canon, those 

companies employing stage-gate type systems were either UK- or US-owned . Canon's New 

Product Development Flow (NPDF) establishes basic procedures to be carried out at 

different stages in the development of a new product, but offers a high degree of flexibility 

in the way it is interpreted from business to business. 

From this and discussions with many other companies, it is clear that US companies are 

several years ahead of European ones in terms of the introduction of stage-gate 

management. A summary of the prime motivations for firms adopting the stage-gate 

approach is presented in Table 2.3 . 
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Increased return on research and development - SO % of companies interviewed that had stage

ga te sys tems quoted inadequa te return on R&D as the major reason for introducing it; 

tho ugh, surprisingly, none was able to quantify its current perfo rmance in te rms of return on 

R&D investment. 

The key concern was that overall return on new product development was pulled down by 

too many flagging projects being allowed to co ntinue . As a result, "s ta r" projects were 

starved of key resources. 

Reduced time-to-market - As important as overa ll re turn on R&D was time- to-ma rket. One 

major chem ica l company had ca rried out a benchmarking study wh ich concluded that its 

time-to-ma rket was double that of the best-in-class in its industry. 

Improved risk management - This is important in large co mplex develop me nt projects 

invo lvi ng ne w techno logies o r ma rkets. The original mo tivatio n behind orthe rn Te lecom's 

implementation of its ga te process was to improve the management of so ftware 

development fo r its telecommunications switch - a product fo r which re liabi lity is abso lute ly 

ess~ntial. 
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Improved quality management - Many of the participating firms ' stage-gate initiatives 

coincided with company-wide quality initiatives. For example, Bayer was able to achieve ISO 

9001 registration within months of implementing its stage-gate process. 

Increased strategic role of technological innovation - BOC Gases recognised that technology 

based innovation was becoming a major source of competitive advantage in the global 

supply of industrial gases. The objective of BOC's Innovation Project Management Process 

(IPMP) was to ensure that innovation projects with the greatest potential strategic impact on 

the business were optimally resourced and managed . 

Globalisation - As companies become more globa l, product development teams are often 

based in widely separated geographical locations . The rigour and discipline of a well defined 

product development process aids communication and decision making. BOC Gases' IPMP 

system provides a case in point, helping it to manage projects involving work in up to five 

different geographic locations. 

2.6 Design of Stage-Gate Systems 

The stage-gate methodology is a set of generic principles which can be customised to suit 

specific company requirements - although most companies try to impose a standard 

framework on each business - thus ensuring that key disciplines cannot be ducked. The 

precise design needs to take account of: 

• the organisational structure of the business in which it is to work 

• the type of product development projects that will be executed within the process (such 

as product line enhancements, new product lines and radical product innovations) 

• the nature of the business, for example, branded consumer products or bulk chemical 

processes. 

Table 2.4 summarises the individual designs of the processes reviewed . The number of stages 

employed varies from four, in the case of IC!, to seven in the case of Northern Telecom (the 

latte r includes four op tional ga tes) . Bausch & Lomb uses four gates, two of which a re 

optional a t the Programme Manager's discretion. The two mandato ry gates a re to decide on 

development from feasibility and to decide on whether to move from sca le up to product 

launch. BOC are considering strea mlining their stage-ga te process and adopting a "two

tiered" approach to ga tekeeping, thus reducing the number of reviews involving high-level, 

cross-functional ga tekeeping teams. Johnson &Johnson Consumer Products' sys tem includes 
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t1No launch stages, reflecting its strategy of launching new products in a pilot, local market 

before launching globally. 
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All the stage-gate systems reviewed emulated some form of cross-functional gatekeeping, 

though the selection of gatekeepers depended on the precise organisational s tructure of the 

business. Companies employing complex matrix-type structures found it harder than those 

with simple functional organisations to identify appropriate gatekeepers. The issue was 

usually resolved by identifying who were the key "stakeholders" in the project, including 

both the commercial project sponsor and the "owners" of the key resources needed for the 

project's execution. 

2.7 Benefits of Stage-Gate 

Companies highlighted seven main benefits from introducing stage-gate processes: 

• reduced time-to-market 

• more "goa l orientated" project management 

• more effective portfolio management 

• better risk mana gement 

• increased cross-functiona l commitment 

• increased "market-pull" 

• better decision making. 

Reduced time-to-market - Many of the firms interviewed claimed significant reductions in 

time-to-market for product development. Bayer have achieved 40% reduction to date, 
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DuPont between 40 and 60% reduction across the business. NCR have cut their 

development times by an estima ted 30%. 

Goal orientated project management - Stage-gate encourages a focus on results and 

deliverables, not simply milestones. Furthermore, the multifunctional team-working 

approach ensures comnwn goals and objectives across funct ions. Bayer Diagnostics has found 

its Product Design Requirements (PDR) procedure a vita l tool in agreeing and 

communicating product features. 

More effective portfolio management - Whilst advocates of stage-ga te a rgue that it enables 

fundin g and resource decisions on individual projects to be taken in the context of the 

overa ll development portfolio, only one or two companies interviewed found tha t the 

introduction of stage-gate had helped th';!m achieve this in practice. 

Better risk management - The stage-ga te me thodology forces the early identifica tion of key 

market and technical risks before large resources are committed. For example, DuPont has 

found that the discipline of sta ge-ga te has helped its engineers and scientists take a more 

commercial view ea rly in a project's life. 

Increased cross-functional commitment - Probably the most significant benefit of sta ge-gate is 

the discipline it imposes on cross-functional team-work, thus achieving better buy-in from 

non-technical functions and avoiding downstream problems such as poor design for 

manufac ture . Bayer particularly highlighted the ro le of its Product Approva l Committee in 

achieving this. Of course, multifunctional tea m-work and para llel working have long been 

accepted as bes t practice in new product development. The key point is that the ultra-strong 

stage-ga te d iscipline, with "stop" as the defa ult decis ion a t each ga te, concentra tes the minds 

of managers, fo r whom product innova tion may be a rela tively low priority compared with 

other more urgent problems, and turns good intentions into actions. 

Increased market pull - The emphasis on stra tegic and commercial justifica tion in the ea rly 

stages of the stage-ga te approach helps ensure a fi rm 's product innovation progra mm e fi ts 

close ly wi th its overa ll business stra tegy. As one manager put it, 'the aim is to develop what we 

can sell, not sell what we can develop'. This is not to say tha t a ll new product ideas have to 

origina te from the customer, or Marke ting fu nction. R&D may well be the ma in source of 

ideas but, by requiring the business case to be constructed with input from all functions, the 

concept is seen from the perspective of the marke t. 
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Better decision making - The ability to force tough Go/ No Go decisions was one of the 

principal reasons companies had implemented stage-gate. Whilst the stage-gate discipline 

sharpened up the decision process, where project resources and budgetary control were 

spread across many individuals, many companies continued to find it hard to take the tough 

decisions required . One of the companies we interviewed noted that the formality of the 

process exposed those managers who actually find decision making uncomfortable. 

2.8 Weaknesses of Stage-Gate Processes 

Whilst all firms introducing stage-gate management had found it yie lded important benefits, 

three significant limitations were noted by many companies: 

• poor integration with portfolio management 

• lack of a "front end" innovation process 

• lack of relevance to all types of innovation projects and processes. 

Poor integration with portfolio management - Whilst in theory "stage-gate" should provide 

much of the information needed to manage the overall portfolio of innovation projects, in 

practice most companies had found it difficult to use it in this way. Partly this reflects the 

difficulty of co-ordinating decision making across multiple projects, often involving many 

different gatekeepers. However, perhaps as important is the difficulty companies 

experienced in genuinely moving away from the annual budgeting cycle. If funds and 

resources have already been allocated to a particular work programme, it is hard in practice 

for gate review teams to stop projects or shift resources. 

To overcome this limitation, higher level portfolio and "programme management" processes 

such as those developed by BOC must be adopted and adjustments made to improve prnject 

accounting. Funding processes often also need to be changed to permit gate reviews to 

operate with real bite. 

Lack of a front end innovation process - The stage-gate approach does little or nothin g to 

improve the quantity and qua lity of new product ideas being genera ted at the front end of 

the innovation process. It is essentially about "doing things right" rather than "doing the 

right things" . It offers no mechanism to ensure that innovation is focused on the key stra tegic 

issues facing an organisation or that good ideas are generated and captured . 
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The lack of an effective 11front end11 is the most important weakness companies identified in 

the stage-gate approach and we therefore outline a more comprehensive approach to 

innovation in Chapter 4. 

2.9 The Type of Innovation Projects for which Stage-Gate is Appropriate 

The interviews sugges t that stage-gate has been used most successfully for developments 

involving only a 11moderate" level of innovation. For simple product enhancements, the 

sta ndard methodology is often too cumbersome and can actually increase development 

times. The effectiveness of stage-gate in reducing time- to-market is also questioned by 

companies faced with predetermined product launch dates; for example, dictated by the 

need to have new products ready for an annual trade show. 

One of the world's leading consumer durable products companies for whom TfP carries out 

development work has recently dropped the standard stage-gate approach for this reason, 

whilst another accepts that in certain circumstances, outsourcing can achieve far faster 

deve lopment times than are possible under its regulated internal stage-ga te process. This 

latter company also found that after introducing formal stage-ga te disciplines, it put fa r 

fewer prototype products to customers for user trials . It now accepts that to have something 
1190% right11

, but on time, is often more important than product perfection. It is planning to 

introduce a modified process for product developments where time-to-market is critical. 

At the other extreme, where a high degree of innovation is involved or the development 

represents ma rkets which are new to the company, stage-ga te may be too inflexible. For 

exa mple, Northern Telecom decided to run a mobile phone handset development using a 
11s tripped down" gate process, more suitable fo r a high volume, rapidly changing product. 

Zeneca Specialties does not attempt to use stage-ga te for "stra tegic research programmes", 

though it is the norm fo r business unit R&D. 

The absence of fo rmal stage-ga te process methodologies amongst Japanese compa nies is also 

noticea ble . The consensus ma nage ment culture, which is the norm in Japan, seems to obvia te 

the need fo r fo rmal "processes" to enfo rce good practice. What is also striking is the much 

greater emphasis placed on competence building and the incremental development of new 

businesses. The Daicel, Canon and Fuji Photo Film case studies in th is report provide 

exa mples of th is kind of strategic thinking at work. 
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It is clear therefore that, whilst stage-gate has brought important benefits to many 

companies, it is not a panacea. The detailed design and mode of implementation must be 

linked to the precise requirements of the business. In some situations, stage-gate may be 

quite inappropriate. We return to this topic in Chapter 4. 

2.10 Implementation of Stage-Gate Systems 

Design of Implementation Programme 

Most companies had put a great deal of planning and thought into implementing stage-gate. 

Those achieving the most successful outcome had followed the kind of programme shown in 

Figure 2.2 with three key phases as follows: 

Phase 1: 

Phase 2: 

Phase 3: 

Audit of existing innovation processes and typical projects, and 

design of stage-gate architecture. 

Introduction in pilot projects. 

Phased roll-out across the business. 

It is important to remember that stage-gate management cuts right across the organisation. 

All management disciplines need to be involved and to be effective it usually requires 

important changes in management attitudes and decision making processes. The investment 

required to achieve this is therefore significant and a full-time internal team supported by 

external consultants is usually involved . 

Most companies found it essential to use an external consulting resource to design and help 

drive through the implementation programme, and to ensure that best practice rather than 

compromise was the end result. In the case of IBM's Integrated Product Development (IPD) 

programme, briefing seminars were held regularly to share pilot programme experience 

between businesses from different countries . After attending training sessions, managers 

were required to sit a written examination to qualify as a team leader. 
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The success of the stage-gate process depends critically on the quality of ga tekeeping. 

Gatekeeper training is therefore esse ntial, even though the directors and managers involved 

may ho ld very senior posi tions. DuPont trains gatekeepers by having them participate in a 

"mock" gate review using a fictitious project. 

A pilo t programme is essential a nd will usua lly reveal weaknesses in the architecture o r 

rela ted aspects of the company's management processes or culture. ln one case it highlighted 

the need to totally revamp the organisation's approach to funding R&D to break the 
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stranglehold of the annual budgeting cycle and make those responsible for setting strategy 

more responsible for controlling funding. Further fine tuning may be required during full 

scale implementation. 

Most successful stage-gate programmes have a full-time programme manager to ensure the 

necessary disciplines are maintained and to train new people. DuPont maintains a corporate 

team of internal consultants to implement the stage-gate process in businesses throughout 

the corporation. The ownership of the process is transferred from the consultant to a process 

owner in the business for continuous improvement. 

The interviews showed that Board-level support and involvement is essential for effective 

implementation of stage-gate systems. In one case, where the initial idea for stage-gate had 

been promoted upwards from within the R&D function, insufficient resources were devoted 

to training and facilitation and problems with important parts of the overall architecture 

were unresolved. The main Board had approved the implementation programme without 

taking a high degree of ownership during the early stages . As a result, problems were 

experienced in the pilot programme. 

Implementation difficulties 

Besides the fundamental limitations of stage-gate management discussed above, there were 

also three important practical implementation difficulties experienced by the firm s 

interviewed, particularly with regard to the operation of ga te reviews and decision making: 

• logis tics of gate review meetings 

• timing of gate reviews 

• quality of decision making. 

Logistics of gate review meetings 

Arranging meetings of gatekeepers was often enormously difficult, especially fo r those 

companies opera ting a globa l matrix management structure . The problem is exacerbated by 

the need for gatekeepers to be able to look across different projects and make prioritisation 

decisions. Video-conferencing and other technical solutions could be and were used, but to 

limited effect when large numbers of people were involved. As a result, compromises often 

had to be made in gatekeeper selection . 
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Timing of gate reviews - The basic philosophy of all stage-gate processes is that reviews are 

event based and not ca lendar based. However, to facilita te active portfolio analysis a nd the 

diversion of funds from poorly performing projects to successful ones, so me degree of 

synchron isa tion between ga te reviews needs to be achieved . This is difficult to reconcile with 

the basic philosophy of stage-ga te as an "event-driven process", with decisions linked to rea l 

deliverables. To deal with this paradox, companies sometim es fo und it necessa ry to relax this 

requirement so that gate reviews for a se ries of projects could be held on the sa me date. 
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The ability of gatekeepers to make Go/No Go decisions with confidence on the basis of the 

information presented at gate reviews is absolutely essential to the workings of stage-gate. A 

number of firms interviewed revealed that senior managers had found this difficult, 

preferring to keep all projects alive by spreading resources thinly. 

The keys to really effective decision making are process design and gatekeeper training and 

the involvement of people who are close enough to all aspects of the decision to make 

informed judgements. They must also be senior enough for decisions to stick. 

Despite these problems, most organisations have seen significant benefits as a result of 

introducing stage-gate type processes, in particular through the impact they have on the 

quality of communication between different functions and the resulting improvement in 

project planning and risk management. However, the gap between "best" and "average" 

new product development performers remains a large one and some companies have found 

the text book methodologies far more difficult than they expected to implement in their own 

particular industry or business environment. 

More important, stage-gate methodologies are essentially about doing things smarter, not 

about doing smarter things. Properly structured and implemented, they represent an ideal 

mechanism for managing projects with reasonable technical and some market uncertainty. 

They are perhaps overly bureaucratic for incremental product development and put 

insufficient emphasis on the entrepreneurship needed to carry through very radical ones. 

They also have little to contribute to the management of investments in underpinning 

technology - so vital to the long-term strategic development of any company. Most 

impnrtant of all, they provide very little help with the generation of product ideas . They are 

essentially about "execution", rather than innovation. 

For companies seeking to use innovation as a major plank of their future stra tegy, stage-gate 

provides only part of the story. Such companies must base their strategies on a much more 

soph is tica ted model of the overa ll product innova tion process and they require a more 

diverse and crea tive se t of ma nagement approaches to fos ter and harness it. In the next 

chapter, we exa mine in more deta il how the innova tion process works in prac tice . 
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Before any organisation can begin a programme to improve its innovation effectiveness, it is 

essential to establish a shared understanding at senior level of how the innovation process 

works, together with the barriers that inhibit it, particularly in large organisations. Figure 3.1 

represents a simple schematic model of the process by which an innovation is conceived and 

brought to fruition. 

In essence it consists of three types of activity: 

Activity 1 

Activity 2 

Activity 3 

Problem recognition and idea generation. 

Concept refinement and experimentation. 

Execution. 

Activity 1: Problem Recognition and Idea Generation 

When asked where his ideas came from, Barnes Wallis, inventor of the swing-wing aircraft 

and many other innovations, said '[ have never had an idea in my life. I find solutions to probkms.' 

At The Technology Partnership we see innovation in exactly the same way. 

The first part in the innovation process is therefore about putting people with good technical 

and problem solving skills alongside customers or colleagues with real problems that need 

solving. Providing the dialogue is effective, this leads to the setting of specific innovation 

goals. The process can also be stimulated by setting "forcing'' targets (for example, how do 

we achieve a 50% reduction in manufacturing costs) or focus areas (how do we exploit the 

Internet) . 

All human beings are good at solving problems to a greater or lesser degree. Where 

outsta ndin g innovators differ is that they se t their own problems. The result is not so much a 

"goal" as an "inspiration" . The Sony Walkman is the classic example in the consumer goods 

field . Who before had conceived of the idea of listening to music in private while walking 

through a busy street? 
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3M's paint masking tape is a good exa mple in the ind ustrial products a rena . The inve ntor 

stumbled on the need when visiting a US motor manufacturer's paint shop to test a new type 

of sandpaper. During the visit he noticed the problems pa inters were having removing the 

current masking ma terial (the industry standard) and realised how much easier their job 

would be if they had a type tha t was less sticky. Both met "hidden" needs which customers 
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could not voice because they could not conceive a solution. Both improve the "in-use 

economics" of customers, enabling them to improve their quality of life (in the case of the 

Walkman) or productivity (in the case of masking tape). 

Activity 2: Concept Refinement and Experimentation 

The second stage of the innovation process is one of experimentation. As the detailed flow 

chart in Figure 3.1 illustrates, the early development of any radica l innovation is always very 

messy, with a lot of blind alleys, false starts and the occasional lucky break. Success depends 

as much on creativity as on systematic thinking, and tight project mana gement is as likely to 

impede progress as to promote it. Informal processes, championship, discre tionary funding 

and openness to outside ideas and technologies are critica l to success. The incuba tion of new 

ideas can be a long and painful process. 

Activity 3: Execution 

Good ideas people and experimenters only rarely have the skills needed to complete 

development and bring a new product to market. Tight project management is de rigueur 

during the execution phase and it is essential to freeze the design befo re moving into th is 

final phase. Many companies fail to manage the transition from experimentation to 

execution effectively, leading to expensive a nd time-consuming design ite ra tions. 

3.2 Maximising Innovation Potential 

More than perhaps any other aspect of business management, innovation has resisted 

a ttempts to produce a sys tematic fo rmula fo r success. A better place to start is to consider 

three simple premises: 

(i) a ll human beings are natural innovators; the key task is to se t them rea l, and 

cha Uenging, problems to work on 

(ii) a few people are ou tstandingly crea tive (in a good R&D gro up the proportion would 

probably be 2-3 %); maximising their innovation potential depends on recognisin g this 

and putting them into teams of people with complementary skills and resources 

(iii) there are many na tural barriers to innovation in la rge organisa tions; a company that can 

understand these and put in place mechanisms to overcome them gives itself the bes t 

choice of maximising its innova tion performance. 
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3.3 Barriers to Innovation 

There are many barriers to innovation in large organisations. The key ones are: 

• the dominance of existing businesses and operational issues 

• the momentum of traditional ways of doing things 

• "not invented here" and other psychological barriers 

• difficulty in constructing balanced innovation teams 

• inadequate resources/prioritisation problems 

• biased decision making processes 

• lack of familiarity with the management of innovation. 

Dominance of Existing Businesses and Operational Issues 
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Any large company usually consists of a series of business units: some large ones responsible 

for the bulk of the company's costs and hopefully profits; some medium-sized, growing ones 

drawing in cash to generate future profit streams; and some smaller ones with greater or 

lesser potential. 

It is inevitable that the majority of top managers' time will be devoted to the first two 

categories of business. The impact of making the wrong investment and management 

decisions with regard to these businesses is immeasurably greater than that of successfully 

investing in the smaller businesses or embryonic ideas - at least in the short- to medium

term . The result is that the development of innovative new businesses is usually at the 

bottom of the agenda at Board meetings . If, as is frequently the case in large companies, 

there are unexpected issues to deal with, it drops off a ltogether. 

Virtually anyone who has tried to get Board approval for a new venture investment or more 

radical innovation proposal will recognise the phenomenon, and these same priorities 

usually percolate right down the organisation . 

The Momentum of Traditional Ways of Doing Things 

© The Technology Partnership 

Not to be reproduced in full or in part without the authors' written permission 



THE BARRIERS TO INNOVATION IN LARGE 

ORGANISATIONS 
43 

Academic studies of innovation4 have repeatedly shown that the radical innovations in any 

industry are more likely to come from outside individuals and organisations or from smaller 

industry players rather than the dominant suppliers of the time. 

Partly this reflects the fact that no organisation has a monopoly on good ideas and that 

creative entrepreneurs are often more comfortable working outside large companies. 

However, there are also huge costs of change associated with implementing any major 

innovation . And, perhaps as important, there are usually many people whose personal 

positions and reputations have been built around the traditional technology or business 

approach. Any "threat" to their employment or standing will stimulate "defensive" 

innovations and probably other tactics to protect their turf. 

Not Invented Here and Other Psychological Barriers 

"Not invented here" is a disease we all suffer from. Indeed in many ways it is a corollary of 

corporate pride. Any organisation which instils its people with the idea that they "do things 

best'' makes it hard for them to recognise that there may be a way that is even better. 

This is not just about how to fight prejudice, it is also about how to stimulate "out-of-the

box" thinking. We have all found ourselves at some time in our lives trying to solve, for 

example, a mathematics problem and again and again going over the same impeccable logic, 

only to get the same wrong answer. The same phenomenon inhibits innovation in 

businesses. For most people, a powerful external stimulus is required before most people can 

think "out-of-the-box''. 

Difficulty in Constructing Balanced Innovation Teams 

Everyone today knows about the role of high performing teams. The problem with 

innovation is that the team members required for success are usually scattered throughout 

the organisation and their key attributes cannot be found in any job description or 

organisation chart. 

First, teams must involve individuals with the ability and motiva tion to play different roles. 

Key areas include: 

4 
See 'Mastering the Dynamics of Innovation', James M Utterback, Harvard Business School Press 1994 
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Creativity - To solve seemingly intractable problems and to inject technical or 

marketing novelty into a concept. 

·••·• < ! > H) >: ic: .. 
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Championship - To vigorously drive the concept to fruition despite all obstacles and 

promote it formally and informally at every appropriate (and probably 

inappropriate) occasion. 

Project Management - The rigorous application of "processes", "design tools" and 

good man management practices to assure delivery. 

Sponsorship - To provide support for the champion and his ideas at high levels in 

the organisation without trying to dictate detailed work programmes. 

The a ttributes needed to discharge these different functions are rarely to be found in any one 

individual, and there may be only a handful of people able to play each of these pivotal roles 

in a ny large organisation. 

Often the mos t crea tive people are the most difficult to manage. They might a rgue a ll the 

tim e, have as many stupid ideas as sensible ones, or find it difficult to win the confidence of 

more ca reer-m inded colleagues. Finding a way to iden tify these key individuals and ha rness 

their ta le nts is an essential task fo r any CEO trying to encourage innova tion in his compa ny. 

The chances a re they will have not just the occasional good idea, but many. As the busy CEO 

of a division of one major Swiss chemical company put it to us, ' I have 200 R&D people, of 

which, I guess, seven or eight are real innovators, and I know who all of them are.' 
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A good diagnostic test for any CEO is to ask yourself: "Do I know who are my most creative 

people? Does the company support them with the complementary innovation skiUs needed 

to harness these talents effectively?" 

Equally important, manufacturing, marketing and other management disciplines must be 

involved throughout the project life; and this despite the fact tha t each and every manager 

has his own responsibilities and reports day- to-day to a line boss who may have very 

different priorities. Participating in product innovation meetings and stage-gate reviews may 

be seen as a highly desirable activity, but not nearly such a desirable one as meeting a sa les 

ta rge t or keeping the manufacturing process running. 

As a resu lt o f a ll these problems, in practice the composition of innovation teams and the 

commitment of individual members often fall fa r short of the idea l. 

Inadequate Resources/Prioritisation Problems 

Speak to anyone involved in R&D or new business development and the chances are they 

will teU you they don' t have enough resources. However, you have to hear the same 
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message from a whole series of project leaders in a company before it becomes clear that the 

real problem is not one of resources, but of prioritisation. 

As a general rule of thumb, the closer a project is to completion, the more resources it 

requires. To take any project through to completion you therefore have to curtail others half 

way through the process. 

ln reality this is very difficult. Executives often lack information or experience to make good 

prioritisation decisions. Decisions taken at, say, a technical level may be overruled later, and 

the managers and engineers whose projects are axed may feel that their jobs are likely to 

follow. As a senior manager of one of our clients said: ' It is considered career damaging to be 

associated with a new product initiative that does not proceed to compktion' . 

The result is that prioritisation decisions are fudged and the R&D pipeline suffers from 

terminal constipation, as even the best projects are under-resourced and fail to complete on 

time. 

As the vast majority of developments at The Technology Partnership are funded by clients in 

stages, and we are continually restocking the pipeline with new challenging concepts, 

prioritisation is largely self regulating. Projects stop when clients decide they don't want to 

pay for the next stage - because, for example, manufacturing costs look too high or the 

market too small, or because their own internal priorities have changed. Whatever the 

reason, and though they may be disappointed, the engineers and scientists involved soon 

find they are engaged in equally stimulating projects which (because they are client funded) 

have more chance of reaching the market-place . Equally, because client funds are usually 

awarded in discrete amounts linked to the achievement of specific deliverables, deadlines 

and performance goals, there is an enormous incentive to achieve results, even if resources 

are stretched. The personal commitment of team members is reinforced by their role in 

defining deliverables and drawing up the project plan. 

The challenge for large non-consulting companies is to imitate this customer/contractor 

relationship within their internal organisation and create a culture of commitment, 

excitement and delivery, whilst at the same time promoting integrated multifunctional 

team work across organisational boundaries. 
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Much attention has been devoted over the last five years to flattened organisation structures . 

Reducing the number of approvals required for any major innovation should inevitably have 

a beneficial effect on a company's ability to innovate. However, all too often the incentive 

structure is unchanged. The reality is that, for most middle managers, there is far more to be 

lost by backing an innovation that fails than there is to be gained from backing one that 

succeeds. Indeed, the best he may be able to expect is that he does not end up with egg on 

his face . 

The frequent management changes that take place in many large organisations exacerbate 

the problem. Management is far more likely to put effort into downsizing or re-engineering 

initiatives with high visibility and the potential to deliver results in two to three years, than 

into a major product or business development innovation that may take five or ten . 

Furthermore, a ll the benefits of increased business "ownership" of new product 

development that are engineered by stage-ga te management disappear overnight if the 

commercial managers involved change jobs before the product launch. 

There is an inevitability about these pressures. CEOs that want to make their organisations 

more innovative must implement a culture that delibera tely counterbalances these fac tors. 

Lack of Familiarity with the Management of Innovation 

As if a ll these problems were not enough, most innovation tea ms are largely staffed, 

managed and sponsored by people who are on new territory. Once they have been 

successful they probably find themselves promoted to a new position. The res ult is that the 

orga nisa tion as a whole keeps making the same mistakes. This is particula rly the case with 

innovations entailing the creation of an entirely new business, where "strategic 

oppo rtunism", a style of management very different to the careful, detailed planning needed 

fo r la rge established activities, is required . The death by suffoca tion of Exxon's major new 

business creation programme of the 1970s was brilliantly documented by Hollis te r Sykes, the 

programme's ma nager in 19865
. Yet many large company ve ntures suffer just as badly from 

"business plani tis" today. 

5 Hollister B Sykes, 'Exxon: Lessons from a New Ven.lures Prog ram', Harvard Business Review, May-June 1986 

© The Technology Partnership 

Not to be reproduced in full or in part without the authors' written permission 



THE BARRIERS TO INNOVATION IN LARGE 

ORGANISATIONS 

51 

Managing the process of "innovation" is as technical and demanding a job as managing a 

nitroglycerine factory. Yet the majority of those that do it are inevitably amateurs. The task 

of the next chapter is to help them become more professional. 
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4. MANAGING THE OVERALL INNOVATION PROCESS 

As we have seen, the innovation process is complex, diffuse and difficult to manage. The 

quality management, stage-gate systems adopted by many companies in recent years have 

primarily been deployed as tactical tools for improving the quality of communication 

between technical, marketing and manufacturing managers: The key benefits claimed have 

been reduced time-to-market. Stage-gate processes do not c r ea t e innova tive products per se. 

Nor do they represent the only way of managing innovative projects . In some situations, 

stage-gate is an inappropriate technique. In this chapter we describe other project 

management approaches tha t have a role to play. 

Figure 4.1 describes the total innova tion process which an organisation must se t out to 

manage. It illustrates the process as it relates to a company's overall portfolio of innovation 

projects, rather than from the perspective of a single concept or product development, as 

shown in F igur e 3. 1 . 

There are four main phases, each requiring different management philosophies and tools: 

Phase 1: Idea Generation - This is concerned with identifica tion of customer needs and 

challenges and the creation of raw ideas for projects which might have the potential to 

deliver growth or competitiveness benefits. 

Phase 2: Concept Development - Concerned with turning raw ideas into simple, but as ye t 

unvalidated, concepts suitable for d iscussion and possible development funding. 

Phase 3: Execution - The more systematic development, design and va lidation activities 

required to bring the innovation to full commercialisation or implementation. 

Phase 4: Exploitation - The activities req uired to maximise commercial impact of the 

innovation during and afte r the product launch, or through the crea tion of a new business 

venture. 

Overlapping all of these phases is Portfolio Management: the balancing of reso urces aga inst 

conflicting demands so tha t effort is contin ua lly refocused on those projects that can best 

maximise the stra tegic and commercia l impact of the overall innovation activity. We deal 

with each phase in detail below. 

© The Technology Partnership 

Not to be reproduced in full or in part without the authors' written permission 



MANAGING THE OVERALL INNOVATION PROCESS 54 

4.1 Phase 1: Problem Recognition and Idea Generation 

We described in Chapter 3 how innovation is really about problem solving. The first 

chalJenge for management is to ensure a steady flow of relevant problems and challenges. 

These come from three main sources: 

(i) exploratory marketing to existing and potential customers 

(ii) strategic imperatives and operational improvement targets 

(iii) external technology sources, approaches and ideas. 

4.2 Exploratory Marketing 

The first source of problems and challenges is customers. Customers are a primary source of 

innovative ideas in many industrial and commercial markets . However, the challenge here is 

not recognising the needs the customer knows he has (any successful company must have a 

process for capturing these), but the ones he does not know he has or has not yet been able 

to articulate clearly. ln industrial and commercial markets, uncovering these requires getting 
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to know customers' (a nd potential customers' ) businesses in depth. This is an activity we call 

expl.oratory marketing; a process of open ended discussion around the customer's business and 

the challenges facing him. What are his plans and ambitions? How do the economics of his 

business work? How could he differentiate his business compared with his competitors? 

How could he use his managers' time or physical assets more cost-effectively? How could his 

business sell more or make larger profits? 

One company, Akzo Nobel Coatings, has brilliantly ca ptured this thinking in the mission 

sta tement of its car refinishes business - 'to be the people who are best at enabling body shop 

profitability' . Restating the relationships with customers and marketing channels in this way 

leads to a complete re think of how innovation can be used to support and further develop 

them . 

The kind of dialogue described above rarely takes place naturally between sales people and 

their customers' purchasing managers. Indeed, we have found many managers in large 

companies reluctant to engage in these kinds of open-ended discussions. Instead they seek 

the comfort of, say, a new product brochure around which to structure the conversa tion and 

prefer to consult exis ting contacts rather than make more appropria te new ones. Moreover, 

normal sa les contacts may be inappropriate, especially if they are with customers' purchas ing 

managers, for whom price and delivery may be the only variables of interes t. 

This was no more apparent than when The Technology Partnership was undertaking a 

project fo r a client whose businesses included selling fine chemica ls to the semiconductor 

indus try. As device geometries shrank with each generation of chip, the requirements for 

chem ica l purity became progressively tougher. During most of the 1980s, competition 

revo lved around price and speed of delivery to loca l semiconductor factories. Suppliers were 

able to respond quickly to tighter purity specifica tions with bette r techniques fo r filtering out 

impurities. 

By 1991, such simple so lutions were no longer possible. As a result, our client fo und itself 

outmanoeuvred by compe titors who had developed close ties with the semiconductor 

manufac ture rs' R&D labs and had been able to inves t in innovative process developments in 

parallel with their customers' resea rch and development programmes. 

Challenging the security of exis ting sa les and marketing re la tionships requires regu la r 

"exploratory marketing" ca mpaigns, invo lving in-depth consulta tions with customers 

structured around industry trends or potential new product or service concepts. Consultants 

play a ro le which ca n rarely be effectively discharged by insiders. 
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Lead customers - those with the most demanding requirements or creative managers - offer 

particularly important insights on new trends or innovation opportunities. Companies must 

be sure to build close relationships with these businesses or individuals. 

In the consumer field, panel d iscussions and other established market resea rch mechanisms 

perform a similar role; though often the only way to expose an unmet need is to provide 

people with drawings, three-dimensional models or functional demonstra tors of specific 

conce pts. "Looks like, works like" demonstrators provide a furthe r leve l of rea lism. 

4.3 Strategic Imperatives and Operational Improvement Targets 

The second way in which a company can identify innovation challenges is by loo king 

internally. Properly structured and managed, the stra tegy deve lopment process should 

throw up regular innova tion targets, both in the fo rm of high level product and technology 

requirements, and in the form of business "imperatives" fo r which there could be a n 
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innovation response. It is usually possible to put numbers on these targets, such as "We need 

to reduce unit costs by 15% a year for the next five years"; "We need to find £500 million of 

new business revenues by 2002". The task then is to ensure these are used as triggers to 

stimulate creative thinking and generate innovative solutions. 

Surprisingly, this connection between setting the "business challenge" and the creative part 

of the innovation process is rarely made effectively, whereas history shows again and again 

how organisations can rise to seemingly impossible challenges in a do-or-die situation. The 

ability of Japanese companies to reduce manufacturing costs to compensate for the rise of 

the Yen in the 1980s (Endaka) and the history of Swatch provide examples. 

4.4 External Technology Sources, Approaches and Ideas 

As important as looking internally at what a business thinks are the key challenges and 

opportunities facing it, is to look at new technologies, products and business concepts being 

developed outside the organisation. No company has a monopoly on good ideas; suppliers, 

academics, small entrepreneurial companies and competitors can all provide the stimulus fo r 

new product concepts. This is the third key source of innovation ideas. The task of top 

management is threefold: 

(i) to ensure there are effective mechanisms to capture intelligence on external 

developments 

(ii) to stimulate internal debate around the question "how could we use this technology or 

concept to benefit the orga nisa tion?'' 

(iii) to ensure tha t overall business stra tegy is influenced by major opportunities uncovered 

in th is way. 

Possible stimuli include reverse engineering, fo resight studies, new technology scans, best in 

class benchmarking and strategic partnering. 

Reverse engineering 

Reverse engineering involves regularly exa mining the products of competitors or ro le model 

co mpa nies in non-compe ting fie lds to see how they a re made and what ca n be lea rnt from 

them. 
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Foresight studies 

Foresight studies involve groups of managers thinking beyond the current markets and 

competences of the firm and examining the social, economic and technological drivers of the 

industry in which their organisation competes. Typical themes include: 

• the ageing population and its impact on the healthcare industry 

• the impact of digital electronics on communication and the resulting opportunities for the 

broadcasting industry 

• the trend towards mass customisation and its impact on the packaging industry. 

Simple creative tools are available to explore product opportunities that might exist as a 

result of these trends. 

New technology scans 

New technology scans entail taking an area of technology, like sensors or microdevices, and 

carrying out a systematic worldwide search for new developments and applications. The 

process usually uncovers unexpected developments in organisations, industries and 

countries quite outside the reach of normal discussions, and provides vital triggers for the 

creative process of generating new or improved product concepts which use them. There is a 

simple rule in innovation: the new technologies with the greatest potential to transform any 

industry usually come from outside it. The purpose of technology scanning is to get there 

first. 

Many companies regard the technology scanning process as a normal part of the day-to-day 

responsibilities of its scientists and engineers. However, practice shows that high profile 

scanning "campaigns" are required to break the patterns of conventional thinking. 

Best in class benchmarking 

Best in class benchmarking has a similar aim - to study companies in other industries who 

have a particularly well developed approach to an aspect of their business from which your 

own organisation can learn. So if you want to improve brand management, study Unilever 

or Coca Cola, if yo u are interested in database marketing, study Readers Digest or American 

Express. 
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Strategic partnerships and collaborations 

Strategic partnerships and collaborations can provide a powerful mechanism for improving 

an organisation's understanding of new technologies and market opportunities that 

currently lie outside its core business. Corporate venturing and academic collaborations 

demand particular mention. 

Corporate venturing, the systematic taking of minority equity stakes in small and medium

sized businesses started by external entrepreneurs, can play a particularly powerful role. 

Corporate venturing is best carried out in conjunction with an external venture fund 

manager, and it can provide intelligence on a whole range of emerging scientific and market 

opportunities of releva nce to the investing organisation. This comes not just through the 

companies invested in, but also through the wider "deal flow" to which the fund manager is 

exposed. Whilst a corporate venturing programme may lead to, say, six investments a year, 

the sponsoring organisation may see a further three or four hundred technologies or 

business concepts in which no venture capita l investment is made . Some of these will offe r 

collaboration, acquisition or recruitment opportunities, not to mention an insight into 

emerging technologies, market trends and a stimulus for creative thinking more generally. 
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Corporate venturing is widely used as an innovation strategy by major US corporations as 

well as by some continental European and Japanese companies. However, it has so far found 

little favour as a strategy in the UK Properly structured and integrated into the broader 

"front end" innova tion processes described in this report, it can have a powerful impact on a 

compa ny's ab ility to respond to new oppo rtunities. The average financial returns on venture 

ca pital fund investment are sign ifican tly grea te r than those available to large compa nies on 

mainstream investments, so it is also an approach to innova tion which should be se lf 

funding. 
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Academic collaborations provide another important source of external technology. 

However, many companies use this mechanism rather poorly, setting up numerous research 

contracts and retainers, sometimes involving hundreds of different academics. The problem 

with this approach is the management time it takes for the sponsoring organisation to take 

advantage of the academic knowledge and research findings it has financed. Instead, 

companies are now focusing increasingly on setting up much closer "cohabitive" R&D 

collaborations with a handful of international centres of excellence. Cohabitive R&D 

collaborations involve placing the sponsoring organisation's own scientists in a laboratory 

alongside the academic team. This encourages both formal and informal communications 

and allows the organisation's scientists to develop capabilities which can ultimately be 

brought back into the parent company. The creation of an effective "receptor team" is a vital 

part of any collaboration strategy of this kind. 

Monsanto, the US-based chemical company, provides one of the best case studies of these 

processes at work. Starting in 1976, Monsanto's use of corporate venturing and cohabitive 

academic collaborations to gain access to biotechnology provided a pivotal role in its 

eventual transformation from a commodity chemical company to a life sciences business. 

Today it is the undisputed world ledder in the application of biotechnology to the 

agrochemical industry. 

4.5 Idea Generation 

There are many well established techniques for running creative thinking sessions, of which 

"brainstorming'' is the best known. Typically these produce perhaps a hundred ideas which 

then have to be grouped, refined and prioritised. However, in reality the best ideas often 

occur when you are least expecting them - walking the dog, or chatting to someone in a bar. 

This does not mean that formal creative thinking sessions are a waste of time, merely that 

they serve to focus and stimulate the search for solutions, not necessarily to produce an 

instantaneous result. Furthermore, most organisations have many ideas lying around in 

filing cabinets, or unvoiced by managers for fear of criticism. Formal creative thinking 

processes serve to bring them to the surface. 

Successful idea generation depends on: 

• setting the right problems or challenges 

• having in place a mechanism for trapping, debating and building ideas, wherever and 

whenever they arise. 
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It is important to note that the use of screens at a very early point in the idea generation 

stage can discourage innovation. Partially developed ideas that do not merit progression in 

their own right can act as triggers for other, better ideas. For example, the idea of a welding 

gas that smells nice seems trivial at first, until it triggers another idea for welding gases that 

emit fewer noxious fumes which improves health and safety at work. Ideas need to be given 

fertile ground in which to germinate and air in which to breathe, so that they can be given 

the chance of crossing the "idea threshold". This is the point at which they have the critical 

mass to warrant evaluation, screening and refinement. 

Negative thinking can be applied far more readily than creative reinforcement and is, all too 

often, the attitude of more senior people in the organisation who have "seen and tried it all 

before". They can bring powerful psychological pressures to bear on less senior, perhaps 

more creative, minds. Special techniques such as Edward de Bono's "six hats" approach can 

play a useful role in structuring the discussion of new ideas to ensure that objections are 

treated as logica l challenges to be overcome rather than overwhelming show- stoppers. 

A number of companies, including ABB and Bausch & Lomb, have created formal ideas 

systems for managing this process. ABB, one of the world's largest and most geographically 

dispersed companies, has put in place a sop histicated information management system to 

© The Technology Partnership 

Not to be reproduced in full or in part without the authors' written permission 



MANAGING THE OVERALL INNOVATION PROCESS 66 

support its "Continuous Programme Management" approach to managing the R&D 

workflow. 
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With the mnemonic PIPE (Project Idea , Planning and Execution) it has been developed using 

Lotus Notes to enable problems and ideas to be rapidly shared and worked on by people in 

different parts of the corporation. New ideas move along the PIPE, progressively requiring 

"support" and "acceptance" before being turned into a formal project proposal. Those that 

do not reach the project proposa l stage a re saved in an ideas databank fo r possible use a t a 

la te r date. 

4.6 Phase 2: Concept Development 

The resu lts of the first phase of the innova tion process ma y just be one line descriptions of 

new product id eas. Such ideas may be gene rated du ring systematic innovation "ca mpa igns" 

or as a result of day-to-day activi ties. Unfortunately, many ideas ge t no fu rther tha n this 

point. This is because yo u ca nnot design a proper innovation project a round a one line idea . 

Any new id ea must first be turned into a concept that is sufficiently deve loped to merit 

funding. Howeve r, so me funding is first required to do so. This is the Catch 22 of innova tion. 
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ln many large organisations no mechanism exists for converting internally generated ideas 

into concepts around which a meaningful discussion can be held . This alone is why so many 

com panies fail to exploit good ideas. Phase 2 is where the primary blockage on innovation 

occurs, often exacerbated by a management process that never kills existing projects, so there 

are no "slack" resources to examine new concepts. 

The solution comprises two main elements: 

Discretionary budgets (time a nd materials) enabling seed funding to be awarded quickly a nd 

without bureaucracy for champions to develop their ideas into a concept. The work that 

needs to be undertaken typically involves initial desk work on technical and commercial 
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feasibility, preparation of a short concept paper and possibly some very simple experiments 

or customer d iscussions. The objective is to find out whether the idea has any merit, quickly 

and cheaply. 

Regular meetings of a "Concepts Panel" to review, refine and recycle concepts, possibly 

supported by a computerised ideas data bank. 

Like a ll o ther aspects of the innovation process it must be driven by top management, with 

metrics for performance, covering, for example, number of ideas investigated and taken 

forward per annum. 

4.7 Phase 3: Execution 

The third phase in the product innovation process is Project Execution: the development, 

design and evalua tion activities required to bring the innovation to full com mercialisa tion o r 

implementation. 

It is easy to fa ll into the trap of thinking tha t all projects need to be executed in the same 

manner. In reality the challenges during the execution phase vary conside rably and the 

approach adopted must therefore be ta ilored to ma tch the critical success fac tors facing each 

organisa tion or project. 

There a re two principal variables to the equation. The first is degree of project difficulty . This 

depends on the extent of the market uncertainties and technical risks, and on the complexity 

of the management co-ordina tion task. The project management overhead involved in 

communica tion across departments or functions is usually greatly underes timated . Projects 

which start with unanimity on their objectives and the degree of urgency are much less 

difficult to manage than those where only ha lf the tea m has bought in, or where there a re 

conflicting views and priorities. 

Of cou rse, degree of project difficulty is a relative co ncept. What is easy for one orga nisat ion , 

team or project manage r is we ll nigh impossible fo r anothe r. 

The second va riable is the speed of development. In rea lly fa st deve loping technologies like 

mobile communica tions, companies now have to sta rt product developments one and a ha lf 

product Life-cycles before they are launched . That is to say, they have two product 

generations under development at any one time. So shaving 10% off development times a nd 
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getting products to market whilst margins are at their highest can have a major impact on 

total product profitability. Companies sernng in seasonal markets, or whose product 

launches need to coincide with, say, a major annual trade exhibition, face similar challenges. 

At the most generic level, good project execution depends on five key ingredients: 

(i) clear, agreed objectives with buy-in and involvement of all those responsible for 

development, manufacturing and marketing 

(ii) simultaneous engineering - progressing each of these elements in parallel 

(iii) good project management 

(iv) an able team, whose members between them have the right skills, experience and 

resources, or who can get ready access to them 

(v) a high level of motivation, excitement and commitment. 

In reality, the best management approach will depend on where the project lies on the 

Project Execution Matrix shown in Figure 4.4: 

Quadrant 1: Straightforward, non-urgent projects 

Projects in Quadrant 1 are neither particularly urgent, nor particularly difficult to manage. 

Simple project management techniques will deal with them adequately and basic 
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simultaneous engineering approaches will further improve project management 

effectiveness. 

Quadrant 2: Challenging projects without a demanding deadline 

Projects in Quadrant 2 entail more difficulty or complexity than the orga nisa tion or tea m has 

been able to handle effectively in the past, but are not seen as pa rticularly urgent. The 

priority they receive in terms of resource a lloca tion will therefore depend very much on the 

importance a ttached to other projects in the portfolio . The absence of tight deadlines fo r 

completion crea tes a danger that they may suffer from lack of commitment by managers 

who a re not directly involved day-to-day in their deve lopment. Those from manufacturing 

or marketing functions, for exa mple, will inevitably face conflicting pressures to spend time 

on other, more urgent, tasks under their direct responsibility. 

In ma naging Quadrant 2 projects, the key cha lle nges fo r ma nage ment a re therefo re twofold 

- to ensu re good cross-functional communication , a nd to manage a structured, progressive 

reduction in risk. Compa nies normally have a number of developme nts in this ca tegory a t 

any one tim e, and it may not be clea r a t the outset whether a give n project will ultima tely be 

technically successful o r offer the re turns needed to justify comm ercial deployment. 

Management needs to regularly assess progress and potential in the light of changing 
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circumstances . Stage-gate project management is admirably suited to help managers with 

these sorts of projects providing the degree of technical and market innovation is not 

exceptionally high. In doing so it will a lmost certainly reduce time-to-marke t compared with 

bas i;: project ma na gement approaches; partly th rough the d iscipline it imposes on cross

functional teamwork, and partly through the assistance it provides managers seeking to 

manage resources across competing projects. 

However, where a very high degree of innovation is involved, stage-ga te may no longer be 

appropriate. Freedom to explore within a loosely defined field is of paramount importance if 

you are going to uncover the so lutions or opportunities tha t others have missed, and the 

rigid Go/No Go discipline of gate reviews is too res trictive . The way in which companies 

have tended to manage stra tegic resea rch programmes has long reflected these 

considera tions. However, the arguments apply equally to those product developments that 

a re so radical as to effectively involve the incubation of new businesses. 

Spe~d •<>f 
da1t·elopme-nt 
teqlltttti 

Crea ting a new product fo r a new ma rke t suffers from a ll the sa me unce rta inties as resea rch. 

The re are li ke ly to be many fa lse starts and blind a lleys, and the best opportunities may no t 

be apparent until you are actually "experimenting" in the ma rke t. The strict applica tion of 

la rge company planning and business ma nagement approaches, just like stage-ga te, ca n 

easily stifle innova tion. A process of "strategic opportunism" is far more effective. This 
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involves setting broad strategic goals, but being prepared to refocus rapidly as the real 

opportunities become apparent from market experimentation. Early participation in the 

development by customers is essential for these sorts of development, preferably involving a 

financial contribution to the costs of development and joint trials. The IBM Hursley Services 

Technology case study illustrates this approach. 

The most important business innovations in large companies often take place by accident, 

outside the direct vision of top management and protected from close scrutiny by the 

"sponsorship" of a senior manager. Location in an overseas market, away from the corporate 

gaze, is surprisingly frequent. 

However it does not have to be this way. CEOs who are seriously concerned with 

encouraging innovation must actively foster the creation of innovation teams and allow 

them freedom to experiment in the market-place. It is not sufficient to rely on oversight. 

Quadrant 3: Urgent, but relatively straightforward, projects 

For projects in Quadrant 3, time-to-market is critical, but the degree of project difficulty is 

within the team's experience and ability. Experienced project management, good teamwork, 

openness to external inputs and a "can do" culture can, of course, steadily increase the 

"degree of difficulty" which the company can deal with as "routine". 

For projects in this category the key challenge is to manage the critical path. Deadline based 

project management focuses on this above other elements. Whilst isolating and dealing with 

key risks as early as possible, it also involves a willingness to make risky decisions where 

there is a chance that time-to-market will be reduced as a result. Committing to critical 

tooling costs before the design is finalised provides an example. Stage-gate project 

management, with its emphasis on meeting intermediate targets before a project is allowed 

through each gate to the next stage, can seriously impede effectiveness in situations where 

time-to-market is of paramount importance. 

Deadline-based project mana gement approaches are used by compa nies in industries as 

diverse as pharmaceuticals and consumer durables. However, because the approach 

depends so much on the experience of the team, on ly a minority of projects can be run in 

this way. 
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One of the tasks of top management in companies where time-to-market is the critical issue 

is to improve project tea m training so they can apply deadline based project management to 

increasingly complex or risky projects. A second is to minim ise the technical and commercial 

risks remaining prior to commencement of the execution phase . Some of the best product 

development companies use deadline based project management approaches to drive 

through a predetermined product launch progra mme during the year. Each development 

draws in new concepts or component technologies which have a lready been ta ken through a 

pa ra lle l d evelopm e nt progra mme, run unde r a stage-ga te process, to inves tiga te a nd reduce 

risks . 

Fa ilure to apply the right kind of project management ca n be d isas trous. In one case, the use 

of deadline based project ma nagement to fas t track a high risk development by one of our 

cl ie nts led to a product which won prizes fo r innova tion but, in the wo rds of the inco ming 

Technica l Director, was unma in tainable. The fi nancia l impact will be fe lt fo r yea rs to come. 

Quadrant 4: Projects w hich are both urgent and challenging 

For projects which are both difficult and urgent, there is no substitute for putting togethe r a 

highly able tea m and allowing them to get on with it. The te rm "skunk works" has been 
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coined fo r th is approach and originated in the Lockheed Corporation during Wo rld War 11 . 

Skunk works teams are usua lly brought together just for the dura tion of the project. The 

approach was adopted by Land Rover to develop the Discovery and by IBM to develop the 

PC7
. 

Key facto rs fo r successful applica tion of the sku nk works approach include: 

• setting clea r goals and stretch targe ts 

• a sepa ra te loca tion, designed to encourage interaction and co mmunications 

• co mple te absence of bureaucratic "red tape" 

• strong senior execu tive support with short manageria l chains 

• staffing by highly able , committed individuals with the right blend of knowledge, 

ski lls and personal a ttributes including: 

(i) re leva nt technica l, manu factu rin g a nd marke ting co mpetences 

(ii) interpersona l skills 

(iii) judge ment 

7 For an excellent summary of the use of skilllk works approaches al The Ford Motor Compan y, see 'Creating and 
Commercializing Innovation Inside a Skunk Works', Arthur W Single & William M purgeon, Research Technology 
Management, Vol. 39 o. 1, January-February 1996. 
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(iv) management experience 

(v) entrepreneurial zeal 

(vi) a strong sense of urgency 

• measurement by results, not internal processes. 

The skunk works approach depends on taking some of an organisation's best people out of 

their existing jobs and asking them to perform the impossible. It is an approach to product 

innova tion that all organisations should use from time to time, and it provides a superlative 

training experience for able, but less experienced, team members. However, even more than 

deadline-based project management, it is an approach that depends on individual and team 

excellence. It is not a n approach that can be applied across all projects. 

4.8 Outsourcing 

Outsourcing to specialist organisations executing projects under contract can provide a way 

of bringing elements of several of these advanced project execution approaches to bear. 

Depending on the supplier selected, it can enable a company to tap into knowledge and 

experience in industries and technologies far beyond those of its own scientists and 

engineers. If the supplier can bring well-honed project development experience in these 

fields, it may be possible to speed time-to-market by adopting a deadline-based project 

management a pproach for more "difficult'' projects than the company is used to handling 

internally. 

The need to define a development "contra ct" and the expenditure of real money involved 

ca n do much to increase the rigour with which the customer organisation's managers define 

deliverables. The high profile received by such procurement decisions can also ensure they 

are agreed across a ll the key functions. As such it emulates elements of the stage-ga te 

a pproach. Deviations from plan are, as a result, more recognisa ble and easier to dea l with . 

Furthermore, the rigorous customer/contractor rela tionship involved provides a high leve l of 

motivation to the supplie r team, thus achieving some of the object ives of the skunk works 

approach. 

For most companies, total outsourcin g of product innova tion, like the skunk works 

ap proach, is inappropriate. However, bo th methods provide a benchmark of norma l in

house product development perfo rmance - a demonstra tion of what ca n be achieved when 

the pressure is on and distractions eliminated. As such, they provide powerful mechanisms 
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for changing the overall innova tion culture, as well as a "fast track" route to developing 
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4.9 Imitating the Small Company Approach 

Small, highly motivated, dedicated teams can always be faster and more cos t-effective than 

conventional large company organisation structures. They can also usually be more crea tive. 

This is one of the reasons why small companies play such an important role in the economy. 

Some multinationals are trying to replica te elements of the small company approach in

house. Canon has set up a network of small R&D centres around the world . Its 20-man 

Europea n centre in Guildford is charged, not just with research and development, but with 

crea ting entire new businesses with their own revenue strea ms. The 120-ma n Services & 

Technology Group based a t IBM's Hursley laboratories has a similar rationale. By carrying 

out development projects in new areas like data-mining and virtua l reality for customers 

keen to be the first to exploit these new technologies, it aims to build up its own capabilities 

in rea l situa tions and so, ultimately, to provide the bas is fo r standard offerings. 

The New Business and Special Projects Group a t PhiHps' Eindhoven Research Labora tories, 

run by ex-entrepreneur David Penrose, has a similar philosophy. Its small core tea m of 

highly able scientists and engineers opera tes under minimum bureaucracy to develop 

innova tive new product concepts fo r customers in Philips' es tablished businesses. 

A key fea ture of both IB M's and Philips' approach is the explicitness of the 

customer/contractor rela tionship . Signi fica nt development wo rk ca n only be underta ken if 

the customer (internal o r external) is prepared to pay - a d iscipline that, more than a ny 

other, ensures commitment on a ll sides . 
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4.10 Phase 4: Commercial Implementation 

One of the grea t strengths of the s tage-ga te approach is tha t, almost by definition , it ensures 

all aspects of a new product development a re considered from the beginning, and that the 

managers who will be responsible for manufacturing a nd marketing are fully involved . 

Stage-ga te, therefore, maximises the probability tha t a new product will be effectively 

la unched onto the market. Though, if the product is simila r to existing products and cross

functional meetings to agree specifica tions a nd la unch programmes happen a utoma tica lly, 

the full rigours of the stage-ga te discipline may be unnecessa ry once the initial decision has 

been made to develop and launch the product. 

The o ther adva nced a pproaches to project executio n we have described involve the sa me 

disciplines as s tage-ga te, but enfo rced throu gh the experience of tea m membe rs o r close 

team work ra ther than a "sta ndard" busi ness process . 

Many co mpanies encounter particula r difficulties trying to comme rcia lise new products ove r 

a wide range of inte rna tiona l markets. Diffe rences in clima te, marke t prefe rences, s ta nda rds 

and distribution channels ca n a ll mea n tha t so me modifica tions a re required tu make the 

product acce ptable. "Not invented here" ba rriers may inte rfe re as teams from diffe rent 
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national markets compete to develop what is essentially the same product. If overall 

development efficiency rather than time-to-market is the key issue, it makes sense to 

develop a single "product platform" which can then be applied in different markets. 

One of the key problems of this sort of technology transfer situation is that the costs and 

benefits accrue to different budget holders. In this case, it is important to plan technology 

transfer centrally, so that those with the best knowledge of the basic product platform are 

made available to help managers and engineers in different markets to apply, modify, 

manufacture and market it. 

The most difficult products to exploit commercially are those involving both new technology 

and new markets. Where a high degree of innovation is concerned and the product 

essentially forms the basis of a new business, a very different approach to commercialisation 

is likely to be required. A new venture must be crea ted with a full-time team of able 

managers operating independently of existing businesses and prepared to re think a ll 

elements of stra tegy, if necessary. For consumer prod ucts, there will need to be extensive 

market research and possibly a period of trial marketing before the design is finalised. For 

industrial products, it may not be possible to define the most important applica tions or 

customers in advance and the development activity may need to proceed in parallel with the 

sa les activity. 

As we have seen, the approach required in th is situation is best described as one of strategic 

opportunism and is very different to the rigid disciplines imposed by stage-ga te. DSM's 

dendrimer business and IBM Hursley Services & Technology provide good exam ples of this 

process at work. 

ew business development is an area with which large companies have ve ry great difficulty, 

though the success of companies like Ca non, IBM and others shows that it is possible to 

mana ge it well. 

© The Technology Partnership 

Not to be reproduced in full or in part without the authors' written permission 



TRANSFORMING AN ORGANISATION'S I OVATIO 85 
PERFORMANCE 

5. TRANSFORMING AN ORGANISATION'S INNOVATION PERFORMANCE 

In this report we have focused on the management of product innovation as an integrated 

process and tried to identify best practice in terms of the management techniques and 

approaches adopted at each phase. 

But this a lone is not enough. For a company to operate these processes effectively, its people 

must be both equipped and motivated to do so. This is where "culture" comes into the 

picture. The reason some companies are so much better at new product development than 

others is that the value of innovation as an activity is repeatedly re-emphasised up and down 

the company. It is this continued top management attention to the role and power of 

innovation which ensures that efforts are focused on the organisation's key goals and 

strategies, and that knowledge of how to manage the innovation process flows right through 

the corporate bloodstream. 

For companies where this is not the case, or where the culture appears to be dominated by 

short-term financial and operating pressures, achieving the cultural changes necessary may 

seem a daunting or impossible task. We therefore set down below the three steps which a 

CEO can take to transform the innovation potential of the organisation. 

5.1 Step 1: Define the Innovation Gap 

The first s tep is to map how the innovation process actually ope rates in your organisation 

and to exa mine how your approach compares with best practice. Organisations with a world 

class approach to innovation manage the activity along three distinct axes: 

Strategy and goals - They have clearly articulated short-, medium - and long-term strategies, 

which feed down through explicit, often quantified, goals and targe ts to focus the search for 

innovation opportunities and solutions on areas with the greatest strategic a nd com mercial 

importance for the organisation . 

Management processes, organisation and funding - They have organisation structures, 

processes and funding sys tems which enable all parts of the 11Innova tion Funnel11 to be 

managed effectively and which provide a counterbalance to the inevitable short-term, 

operational pressures that exis t in almost any large organisation . 
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Culture - Their executives reinforce the importance of innovation again and again, not just in 

annual reports and speeches, but through everything they do to motivate people and 

monitor their performance. They reward innova tion through awards, prizes and peer group 

recognition. They recognise tha t innova tion does not exis t without failure and encourage 

learning from mis takes whilst tolerating fa ilure. They emphasise that innovation is 

everyone's responsibility and provide top level support and encouragement for the 

orga nisa tion's most crea tive talents, irrespective of rank or role. They ensure that short-term 

pressures never undermine the innovation message. 

Each of these elements is reinfo rcing. Without appropriate policies and actions in each area, 

overall innova tion performance will suffer. 

5.2 Step 2: Design, Implement and Embed a Strategic Innovation Management 

Programme to Improve Overall Innovation Effectiveness 

A progra mme to transfo rm innova tion perfo rmance must ensure that all of these elements 

are in place and tha t the key ga ps revea led in Step 1 are dea lt with. The precise focus and 

co ntent of a transform ation programme will depend on this ea rlier diagnosis. 
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However, whatever the precise details, implementing change will involve three distinct 

elements: 

• board-level driven cultural and organisational changes 

• the design of an appropriate Strategic Innovation Management System, including targe ts, 

metrics, processes, funding mechanisms and organisational a rrangements 

• introducing and embedding these changes. 

The las t requires special mention . Innovation is an area of management where practice is 

infinitely more useful than theory. Old habits do not die easily and na tura l barriers ca n eas ily 

reappear. Achieving rea l and lasting improve ment therefore requires a process of " learning 

by doing", with internal or external coaching to facilitate the change in behavio ur and a n 

ongoing feedback process to enable the entire organisation tu lea rn from the experience, so 

that its overall approach can be further improved . 
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5.3 Step 3: Continuous Top Level Commitment 

The pressures on CEOs over the las t five yea rs have been enormous. They de rive not just 

from the accele ra ting pace of change and increasing global competition, but also from the 

pressures placed on their shareholders, the inves tment fund managers, as a result of 

inte rna tional ca pital mobility and mo re powerful methods of measuring and monitoring the 

performance of their own inves tment portfo lio. 

It is inevitable tha t demands fo r ever im proving fi nancia l results a re re layed down th ro ugh 

the orga nisa tion . This puts short-te rm pressure on a ll ma nagers to e nsure tha t was te is 

e limina ted and cost reduction progra mmes pursued vigorously. This is especia lly the case fo r 

o rga nisa tions w hich have bee n split into semi-autonomous, profit responsible business units. 

These p ressures will not go away, even if a period of economic growth has, fo r a tim e a t 

leas t, taken away some of the urgency. 
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It is precisely because these short-term pressures are so strong in today's corporation that 

only the CEO can ensure that innovation gets the attention it deserves. It is his role to ensure 

that the culture, strategies and processes to encourage innovation remain in place and work 

effectively, irrespective of short-term pressures and expediencies. It is his role to ensure that 

directors and managers understand how innovation and new business development work in 

practice, and that the issue remains high up their personal agendas. 

The schizophrenic management style this requires is demanding, with attention to cost 

management in operational matters and the performance of mature businesses matched by 

continuing, visible and real encouragement for innovation and new business development. 

Working out how to marry both styles is a dilemma that CEOs of more and more large 

organisations will have to face as we move into the next century. 
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APPENDIX - BACKGROUND INFORMATION ON COMPANIES INTERVIEWED 
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The effective application of Technology requ ires a recogni tion of the 

importance of Partnership and an understanding that any successful 

partnership requires an acceptance of common values and object ives , 

and a sharing of risks and opportun it ies . 

Our commitment to partnership exists not simp ly between our own 

business and technological special ists , but, more importantly, between 

ourselves and our clients . 

-----THE TECHNOLOGY PARTNERSHIP 

The Technology Partnership pie 
Melbourn Science Park 

Cambridge Road 

Melbourn 

Royston 

Hertfordshire SGS 6EE UK 

The Technology Partnership GmbH 
(Frankfurt) 

Ottenbacher Strasse 5 

63 303 Dreieich-Sprendlingen 

Germany 

Tel +44 1763 262626 

Fax +44 1763 261582 

Tel +49 6103 61051 

Fax +49 6103 699940 




