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Innovation

How much do we want?



Overview

1. Why Innovate?

2. Innovation: Definitions and concepts

3. Ideas: Generating & Selecting them

4. Taking innovations from idea to market

5. How much Innovation? Protecting the 

core business.

(Interspersed with illustrations)
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1. Why Innovate? 

• We must grow. Remaining static is not an 

option.

• Innovation is one of the ways we can grow

• The competition will overtake businesses 

that do not adapt, innovate and grow

• Customers value choice and novelty (usually)
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2. What is Innovation? 
Some definitions

• the process of making improvements by introducing something 
new

• the successful exploitation of new ideas (Department of Trade 
and Industry, UK).

• The process of turning an idea into a commercial product (Darin 
Graham NZi3 director)

• A creative idea that is realized (Frans Johansson, Harvard 
Business School Press, 2004) 

• In economics, business and government policy,- something new -
must be substantially different, not an insignificant change. In 
economics the change must increase value, customer value, or 
producer value. Innovations are intended to make someone better 
off, and the succession of many innovations grows the whole 
economy. (Wikipedea)

• Providing value for customers (Matthew Journee Cii)
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2. What is Innovation?
Some aspects

• Spectrum from minor changes to New-to-the-World products

• Evolutionary vs Revolutionary

• Incremental improvement vs Disruptive change

• Low Market Risk vs High Market Risk

• Technology focused vs Customer focused

• Technology Push vs Market Pull

• Routine to implement vs Impossible to implement

• Short time to Market vs Long time to market

• Fast to catch on vs Slow to catch on

• Successful vs Unsuccessful
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Types of Product and Process Innovation
(Wheelwright et al “Revolutionising Product Development”)
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Examples of Disruptive Innovation
(Utterback “Mastering the Dynamics of Innovation”)
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Each new 

innovation 

rendered the 

predecessors 

obsolete
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2. What is Innovation

for GOBA?

For Discussion Later
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3. Generating & Selecting Ideas
Generating Ideas

• Ideas can come from anywhere and 

anyone

• Deliberate Brainstorming or some method

• They are more likely from people close to 

the product and its problems:

– Users

– Customers

– Marketing and Sales staff

– Marketing
11
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Idea vs Opportunity

• Not every creative idea is worth developing.

• Some ideas are worth developing but will never 

make any money (Eg: Interesting inventions).

• A business opportunity is usually a good idea -

that will make money.

• Such in idea has a chance 

to be seen as an innovation: 

“A creative idea that is realized ” Frans Johansson

Exhibit



13

Exhibit



Good Idea – Not a Business Opportunity
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3. Generating & Selecting Ideas:
Selecting Ideas

• There are many selection methods

• It is usually best to select ideas: 

– with the greatest impact and market potential

– in line with company values

– leveraging company capabilities & strengths

– within company’s resources to do

• This means many ideas will not make it
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The Innovation Funnel

(From Schilling “Strategic Management of Technological Innovation)
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Introduced by Hamish & Norm
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Key Selection Criteria
(Cooper: “Winning at New Products”)



The Idea of “Under-served” Customer Needs
(Ulwick “What Customers Want”)
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Select 

ideas that 

fit in here

(For the business)
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4. Innovation: from idea to market

• Can be a long road, depending on the 

level of innovation (several years).

• Can be costly, risky and hard

• Involves a range of different experts

• Usually has a staged process with go/kill 

decisions 

• A number of roadmaps illustrate the path
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Stage-Gated Innovation Project
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SF Engineering Stage-Gate Process
(Page 1 of several;   Gates 1 & 2 of 9)
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SF Engineering Stage-Gate Process
(The whole chart)

Exhibit
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Four Skill Streams to take an idea to Market

1. Technology

2. Market 

3. Business

4. Finance

Technology

Market

Finance

Business
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Four Streams on a Timeline
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Seed Funding (for survival)

Market Stream:             Validate Opportunity                                                                Market input to Technology        Marketing Strategy

Technology Stream:                                                 Prototypes for customer tests             Pilot Production                First Market Version

Assessment
(Potential?)

IP 

Protection

Prototypes 1, 2, 3...

Validate Technology

Technical 

Proof of

Concept

Check

Point

Stop

StartCo

Stop Stop

Growth Co
(sustainable)

Research Funding Pre-Seed Funding

IP?

.

Path to Market of New Product that is not affiliated with an Existing Company

3 to 5 Years requiring financial support    

Investment Risk:       98%                                                           95%                                   80%                                    75%                                50%

Cumulative Costs:    $1000                                                    $5,000                                $25,000                                $75,000                       $150,000

Perceived Value:       $5                                                          $1,000                                 $5,000                                $ 50,000                       $450,000

Business Stream:     Form start-up Company                     Assemble team                                                                     Run Business                 

Full Market Assessment 

Validate Customer Base

Set up Manufaturing

Establish Business 

Check

Point

Stop

Check

Point

Stop

Sell Out ?

Stop

$ $
$$ $

My Share:                 100%                                                        80%                                     60%                                     40%                               20%

My Share Value:        $5                                                           $800                                  $3,000                                $ 20,000                         $90,000

If I sell off 20% at each stage ...

If I sell off 20% at each stage ...

(Dilution)

  VC Funding (for growth)

$

H
y
p

o
th

e
ti
c
a

l 
A

n
a

ly
s
is

Exhibit



Business Model Canvas
9 items to keep on track       (Alexander Osterwalder)
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Overview
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4. Taking innovations from idea to market

5. How much Innovation? Protecting the 

core business.

(Interspersed with illustrations)
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5. How Much Innovation? 
Protecting the Core Business

• Business is not innovation 

• It is manufacturing distributing and selling. 

• For the most part innovation is a 

distraction from serving customers

• Innovation costs, and introduces risk

• It takes a long time to pay off (if at all)

• But without it – the business falls behind
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New Product Cumulative Cashflow Diagram
(Twiss “Managing Technological Innovation”)
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The Chasm between Early Adopters and Early Majority Customers
(From Schilling “Strategic Management of Technological Innovation)
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This is a risk 

to a new 

innovation
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5. How Much Innovation? 
Protecting the Core Business

• Carefully managed, innovation makes 

market leaders

• The challenge is to innovate well without 

over-extending resources …

• … to manage the tension between funding 

daily operations, and investing in the future
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The Paradigm Shift
(Smith “Exploring Innovation”)
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Some authors* suggest investment should be:

– 75% on day-to-day operations

– 5% on incremental improvements

– 10% on “sustaining innovations”

– 10% on big, disruptive innovations.

What do we think?
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5. How Much Innovation? 
Protecting the Core Business

*Brad Power and Steve Stanton (Harvard Business Review, “How to 

Prioritize Your Innovation Budget”



For Discussion:

What is Innovation for GOBA?

What is the right expenditure balance?

END
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