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Stress your
NNovativ
Capanilities

Any programme of innovation faces stress points. The key is to predict, avoid or
overcome them, so that tough challenges make innovations stronger rather
than derailing them. By Andrew Gaule

innovation process. Indeed, some are

anecessity, since they provide the
learning opportunities that ensure only the
fittest ideas survive. Yet when innovation
hits certain stress points it can come to a
grinding halt, and when it hits others it can
destroy value. Successful approaches to
innovation can ensure organisations
predict, prevent and overcome the most
damaging setbacks.

Different stress points crop up in the five
phases of innovation, so it is worth
examining each in turn. The first part of the
process is defining your innovation strategy,
and identifying which innovations are
worth pursuing. Many organisations are in
search of any idea that will generate value;
this is well-meaning, but it can lead to
tremendous waste. If they fail to determine
and solicit the types of ideas that serve their
overall strategies, staff will innovate in
different directions. They may divert
significant resources away from the most

S etbacks are an inevitable part of any

sustainable sources of value.

Innovation should, therefore, begin with
a clear definition of purpose. If you operate
in the private sector, your most basic
purpose may be to build shareholder value,
while in the public sector it may be to
improve productivity. Furthermore, any
statement of purpose must set innovation
priorities based on the organisation’s long-
term objectives, and circumscribe the areas
in which you would like your staff to
innovate.

Defining an innovation strategy is not
exclusively a top-down process; it must also
be informed from below. Successful
innovation requires a method of
communication that allows junior
employees to speak to the board about
what new areas the organisation should be
exploring. In turn, the board must be able
to stipulate reliably which areas the
organisation should focus on.

There are tools and techniques that can
help. Ideally, there should also be a single
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point of contact known to every member of
staff that can receive and filter ideas and
information.

Choosing the right innovations

The second phase of the process is
identifying and selecting innovations. A
healthy innovation process generates many
more ideas than could possibly be
developed. So how do you decide where to
put your resources? Many organisations fail
to be sufficiently methodical or holistic in
their analysis of ideas. Typically, they will
invest in an idea because it performs well
on a few criteria, only to abandon it later.

To overcome this tendency, we use a tool
called the new business traffic light. This
encourages venture teams to ask questions
such as: “How does this idea support our
strategy?” and “Does it distract or does it
help us get to where we want to go?” It
enables the innovation leader to act more
like the head of a venture capital (VC) fund,
investing in ideas that promise knowledge
if they fail, as well as value if they succeed.

To assess the idea and define the
resulting proposition, you need robust
systems of communication at various levels
of the organisation. There must be a rich
and prolonged conversation between your
innovators, prospective customers and
marketing team.

If you want to encourage the
transmission of good ideas from individuals
to the core of the organisation, you need to
ensure that those individuals can
circumvent the stress points that usually
quash creativity. Leading organisations
make this easy, not by creating a suggestions
box or some glorified online equivalent, but
by dedicating a team of individuals to
spotting and promoting radical ideas that do
not meet the usual criteria on which
internal initiatives are judged.

Sometimes it can be helpful for an idea
to hit problems at this very early stage of
the innovation process. If it fails to meet
certain hard thresholds, then there is no
clearer sign that it should be rejected. We
have seen many instances of products and
services developed into fully fledged
ventures, only for their consumer relevance
to be questioned in the run-up to
commercialisation.

Alack of real-world commercial

“You need to ensure that
individuals can circumvent
stress points that usually
quash creativity, by dedicating
a team to spotting and
promoting radical ideas.”

thinking can be prevented if, from the early
stages of an idea’s consideration, it is
discussed with potential customers,
funders and even external partners. A VC
fund approach to internal investment in
ideas can also help to encourage rigorous
analysis of ideas, and to install performance
measures that act as a stop-loss should an
idea prove untenable later on. Similarly, a
poor economic model can be fixed
provided an idea is given clear and
appropriate performance metrics — both at
the business and personal level.

In addition, there are numerous ways to
ensure an idea is considered from every
possible angle before it is permitted to
continue its journey down the innovation
pipeline. The customer focus group is an old
favourite, but in recent years more
sophisticated tools such as the ‘business
cube’ have emerged. This is a checklist of
nine success factors that executives should
consider repeatedly during the
development of an idea.
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Turning ideas into reality

The third part of the process is turning
promising ideas into commercial realities.
When people think of innovation stress
points, they typically think of this phase.
Indeed, innovation is never more at risk
than at the moment it is introduced to
those parts of the business that will be
essential to its development. Sure, they
understand the idea and appreciate how it
might generate value for the organisation,
but they have got enough problems of their
own already. Such a situation typically
arises either because job definitions are
unclear or because directors are
insufficiently clear in their assignment of
responsibility.

Rigorous stakeholder management is
needed to overcome such issues, as well as a
comprehensive engagement plan, driven by
the executive team. Again, the importance
of communication must be underlined: for
an innovation strategy to be successful, it
needs to be reiterated frequently at all
levels of the organisation, and translated
into aligned individual goals and objectives.
There are stakeholder analysis and project
portfolio analysis tools that can help to ease
the process, but ultimately it comes down
to a healthy culture at the level of the
venture team.

“A portfolio mentality is essential.
If you define clearly the conditions
under which an idea should be
abandoned, it becomes easier to cut
your losses as the need arises.”

One of the most common stress points
encountered in this phase is a lack of
funding. If an idea requires more resources
than was originally predicted, and if those
resources are not found quickly, a valuable
opportunity may be stalled or missed.

An idea comes under even greater stress
when it requires a higher proportion of
development funds than competing ideas,
or a greater overall sum than remains
available in the given cycle. There are many
ways to raise the necessary cash. It could be
supported by an existing business unit, or
by an external partner. It could even be
turned into a spin-out company in its own
right. But would the organisation benefit
more by concentrating resources on
alternative ideas? A portfolio mentality is
essential. If you define clearly, in advance,
the conditions under which an idea should
be abandoned, it becomes easier to cut your
losses as the need arises.

Even when adequate funds and
structures are in place, it is still common to
find that research and development (R&D)
takes too long, and this can have
implications that are similar to those of
funding problems. Often we find that the
remedy to this situation is to work on the
venture’s entrepreneurial culture, while
taking practical steps to ensure progress is
more rapid going forward. To this end, it
may be helpful to install members of the
R&D team from the core business into the
venture to accelerate development, and
review the roles and responsibilities. Only
once the underlying issues have been
addressed should you move to impose
tighter deadlines.

The fourth phase is potential external
partnering. An external organisation may
be best placed to handle your innovations
at certain stages of their development. This
is the essence of open innovation:
generating more value from an idea by
sharing it with a partner who can help
bring it to market at greater speed. A
common stress point related to partnering
during this phase is a lack of strategic
alliance capability — where an
organisation’s overall innovation strategy
does not allow for external partnerships.

It therefore makes sense to build your
strategic alliance capability and embed the
processes that will allow venture teams to
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regard partnering as another weapon in
their armoury. These steps can be aided
through internal workshops and
networking events. Leading organisations
also make it easy for external innovators to
get in contact, suggest potential
collaborations and forge strategic alliances
or joint ventures. They have systems in
place to reassure such partners that they
will be treated fairly in terms of intellectual
property rights.

Extract value from

success and failure

The final phase is extracting value from
every idea. Most organisations tend to
measure the value of an innovation in
terms of its impact on their bottom line, but
one of the most valuable aspects of an
innovation process is the learning
experience it provides. An innovation that
fails may, in the right environment,
generate more value in the long run than
one that succeeds, because it should help to
avoid costly mistakes in the future.

The failure of one venture could
generate market knowledge that helps
another to succeed. The members of one
venture could be transferred to another and
help it become a huge success, thanks to
their experience.

Such benefits can only be realised,
however, if the organisation’s overall
innovation strategy is clearly defined. It is
this clarity that will ultimately build a
platform of knowledge that can be
continually built upon.

The return of employees to the core
business can be a major stress point. First
and foremost, it risks removing critical
talent from a venture. Equally, if you use the
same talented people to launch one new
venture after another, you may end up with
a small cadre of start-up specialists who
absorb a disproportionate amount of
resources, not to mention incurring the
resentment of other staff.

Leading innovators have processes in
place to absorb venture teams back into the
core, and to embed the lessons they have
learned. They also make a point of rotating
staff who have an innovation remit.

Another potential stress point in the
movement of staff is adjustment to different
cultures. Those involved in a venture that

fails will undoubtedly feel a sense of loss
when they are moved back into the core.
Even if it succeeds they may miss the
feeling of challenge, excitement and pace
they experienced in the start-up
environment. You can mitigate such
problems simply by encouraging
innovators to apply their learning to a new
challenge: that of improving practices
across the organisation as a whole. They
must be incentivised to embed all they have
learned in the core, and supported in this
effort by the right systems and processes.

Many stress points can be avoided
simply by defining a clear strategy for your
innovation programme, based on the long-
term needs of the organisation.
Concentrating forces this way also ensures
that an organisation builds a platform of
knowledge going forward, which is
strengthened even when an innovation
fails. In this context, senior executives can
take a portfolio approach to innovation,
backing internal ventures that meet their
investment criteria with the same rigour
that venture capitalists apply to
independent ventures.

An overall statement of purpose makes it
easier to identify ideas that are relevant,
easier to say no to those that do not play to
the organisation’s strengths, and easier to
identify potential external partnerships
that could realise the value of an innovation
faster than going it alone.

There are other, softer issues, and the
key to overcoming these is to improve the
way that people communicate across the
organisation at all levels, and with external
partners. With such systems in place, stress
points become valuable opportunities to
learn about the markets in which the
organisation operates and to recalibrate
their overall innovation strategy. m
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