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Managing Innovation - by measure

How to find relevant key dimensions to manage

xecutive Summary:

E Managing Innovation depends
on many factors. One of the
crucial ones is the definition and
metrics of Innovation. Dr. Heuer de-
scribes a robust framework of three
dimensions that can help.

hy a Framework?

WI have had the idea of a

definition framework for
innovation  challenged
several times in my pro-
fessional work. Usually,
the argument goes as

Don't confuse
the art of the
possible with the

larger organization. It seems that for
highly skilled and immersed R&D
teams, a definition might be an ob-
stacle. For the whole enterprise,
however, such definition is one vital
building block because it is a man-
agement tool.

A definition of innovation best yields
both an In- and Out-Scope for what
is innovative. It also sets some kind
of “performance level” to know when
“Innovation” is “produced”. Finally,

it should deal with the

tensions between
“Innovation” and
“Kaizen”.

follows: “We qo nc?t art ofthe It boils down again to
know what we will do in profitable. one of th(_a _ key
the futu‘re, where th.e David Tansley management principles:
next radical change will SMART objectives.

come from. Narrowing in e Simple: straight

our reach by defining innovation is
dangerous. It will limit the creativity
of our teams.”

In my professional experience, this
is far from true. A crisp scope pro-
vides direction and focus, creates a
common thrust for a large organiza-
tion and limits waste. There are
several studies on this topic; | rec-
ommend reading the relevant chap-
ters in Cooper, Kahn or Wheelwright
/ Crawford. The consistent out
come: a definition of innovation is
crucial to the successful rollout to a
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forward and available to every-
body in the team

e Measurable: defines the metric
and sets the desired level

e Actionable: can be actually acted
upon without ambiguity

e Relevant: how does innovation

tie to the business?
e Time-Bound: when will we reach
these results?

The big question is how to con-
struct such a definition?

| have a proposal for that.
Dr. Jurgen Heuer
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- ) uilding Blocks
) A good definition has more

than one dimension to allow
for a bit flexibility and complexity.

| propose to use three dimensions
to identify and group innovation:

1. Source
2. Category
3. Magnitude

| prefer three to two to create a
natural balance. More than three
dimensions could cause overlap and
misinterpretation. In addition, peo-
ple like to think in threes.

Dimension SOURCE

Here we identify for the team
“Where” to look for innovation inspi-
ration. | prefer Peter Drucker’s list of
seven sources of innovation:

1. The unexpected

Incongruities

Process needs

Industry market and structures
Demographic changes

Changes in public perception

N O NN

New technology and scientific
findings

Dimension CATEGORY
Here, we identify the “What” of In-
novation: what will we change?

The Doblin Group has compiled a
rather robust list of ten different
categories of innovation:
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Type “Tagline”
Business How you make money
§ Model
_g Networks and | How you join forces
- | Alliances with other companies
for mutual benefit
Enabling How you support the
Process company's core proc-
()]
I esses and workers
(8}
QE_ Core How you create and
Processes add value to your offer-
ings
Product How you design your
Performance | core offerings
Product How you link and/or
{’é’n System provide a platform for
S multiple products.
&
© Service How you provide value
to customers and con-
sumers beyond and
around your products
Channel How you get your offer-
ings to market
= Brand How you communicate
_g your offerings
8 Customer How your customers
Experience feel when they interact
with your company and
its offerings

Chris Zook did some remarkable
work on the probability of success
when changing more than one of the
dimensions of a business. | propose
to use his adjacency theory together
with this list.

Dimension MAGNITUDE

Here, we identify the “How Much”
innovation we want to attempt.

Here, Clayton Christensen’s work
created the benchmark categories of

Dr. Jirgen Heuer
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disruptive and sustained innovation.
Unfortunately, these are somewhat
open to interpretation. | like to use
the impact on consumers as a
measurement along Christensen’s
line of thought:

e Improved Products (current prod-
ucts sold to current consumers)

e New Products (significantly
changed products sold to exist-
ing consumers of typically com-
petitors)

e New Markets (that is new con-
sumers that did not purchase
these products before at all)

This list is product
focused by design. | try
to stay away from the
process-vs-product

discussion, as this view
focuses internally. The
essence of a company

— Managing Innovation - by measure —

The thing that
keeps a business
ahead of the
competition is
excellence in
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vocabulary required to allow for the
best possible decisions.

These decisions can be prepare ex-
tensively with a high degree of ro-
bustness by the intelligence gather-
ing processes within the company.
This gathering is an ongoing activity
that generates the raw data to feed
into pre-analytics that drive the in-
formation presented to the execu-
tives to make their decisions.

Since the framework is public, eve-
rybody in the company can “post”
data and conclusions into the com-
pany’s database, making the strat-
egy preparation process highly de-
mocratic. It is even
conceivable to tap into
the wisdom of the crowd
by asking everybody in
the company to design
their own  strategy.

execution. - - .
is what it does for its Tom Peters Since there is 'a limited
customers, its products number of moving parts,
and markets. we can compare and
statistically analyze strategies

xecution

Now let’s see how the man-

agement team of the enter-

prise can use this framework.

For every planning cycle, the execu-
tive team can now decide, where to
focus new product search
(SOURCE), which elements of the
value creation process they want to
change (CATEGORY) and how much
innovation, that is departure from
“The Old”, they want to see (MAG-
NITUDE). This creates the common
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without human interpretation.

Another benefit of the framework is
the ease of communication for both
the decision making process as well
as the decision itself. The audience
knows the degrees of freedom for
the decision. It understand the dis-
tinctions and is probably aware and
experienced in the kinds of metrics
being applied to the different ele-
ments. Inclusion of these metrics in
personal performance plans is
straightforward and data-driven.

Dr. Jirgen Heuer




© Sarlay

A final benefit of this framework is
the comparability of cause and ef-
fect over time, enabling organiza-
tional learning. Strategic decisions
are mapped onto a few dimensions.
The results of these decisions can
be captured and compiled over time.
In essence, the strategies become
comparable stepping stones, yield-
ing a direct link between strategy
and results.

Together with the information being
fed into the process, this becomes a
rich database to understand which
strategies had positive or negative
effects. Data Mining such wealth of
knowledge of what works in the
company can be supportive for the
strategy process itself.
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