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Chapter 15

Capture Value: 

Learning to Manage 

Innovation

By the end of this chapter you will have:

• reviewed and consolidated the key themes in this book

• explored key infl uences on how to manage the innovation process effectively

• developed the ability to review how well individuals and organizations manage the 
process

• practised taking an audit approach to improving innovation and entrepreneurship.

LEARNING OBJECTIVES

The Story So Far . . .

Let’s take stock of where we’ve been going in this book and the key themes we’ve tried to 
introduce. In Part 1, we introduced the idea of innovation not as some luxury to be thought 
about occasionally but as a business and social imperative. Unless established organizations 
change what they offer the world and the ways they create and deliver that offering, they are 
likely to fall behind their competitors and even disappear. On a more positive side creating 
new business through coming up with and deploying ideas is well established as a powerful 
source of economic growth – not to mention a great way to make the successful entrepreneurs 
behind those ideas very wealthy.

This process works right across the economy – whether we are talking about cars, clothes 
or silicon chips. It isn’t confi ned to manufacturing. It works just as powerfully for the services 
which make up the majority of most economies; – banks, insurance companies, shops and 
airlines all have to look hard and often at the innovation challenge if they are to stay ahead.
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278 Part 1  Foundations of Managing Innovation

For public services the same is true, but here we begin to see that it isn’t always money 
which drives the entrepreneurial wheels. Innovation here is targeted at improving education, 
saving lives, making people more secure and addressing other basic needs. And while some 
innovation is about taking costs and waste out of established service delivery processes, 
much is about coming up with new and better ways of improving the quality of human life. 
Whether in a start-up or across a large public sector department, there is a strong thread of 
social entrepreneurship running through driven less by a desire for profi ts than literally want-
ing to change the world.

But whatever drives innovation and wherever it happens – big fi rm, small fi rm, start-up 
business, public sector department – one thing is clear: successful innovation won’t happen 
simply by wishing for it. This complex and risky process of transforming ideas into things 
which make a mark needs organizing and managing in strategic fashion. Passion and energy 

aren’t enough. If we are to do more than just gamble 
enthusiastically then we need to organize and focus the 
process. And we need to be able to repeat the trick, 
anyone may get lucky once but being able to deliver a 
steady stream of innovations requires something a bit 
more structured and robust.

Making Innovation Happen

Rather than the cartoon image of a light bulb fl ashing on above someone’s head, we need 
to think about innovation as an extended sequence of activities – a process (Figure 15.1). 
Innovation is a generic set of activities, running from fi nding ideas through to their imple-
mentation. And we know that this process is infl uenced along the way by several things 
which can help or hinder it, for example having a clear sense of direction (an innovation 
strategy) or working within a creative network of players. We looked particularly at some 
of the levers we could use as architects and managers of the process. For example, how 

can we construct innovative organizations which allow 
creative ideas to come through, let people build on and 
share knowledge and feel motivated and rewarded for 
doing so? How can we harness the power of networks, 
making rich and extensive connections to deliver a 
stream of innovations?

We’ve also been looking at the idea of ‘routines’: 
patterns of behaviour which an organization learns and 
practices, reinforces and embeds into ‘the way we do 
things around here’. These can involve structures, poli-
cies and procedures, but underneath they describe the 
ways organizations manage innovation – and the key 
thing about routines is that they are learnt.

Activity to help you explore this 

theme – success and failure 

in innovation – is available on 

the Innovation Portal at 

www.innovation-portal.info

Activity to help you explore these 

themes – patterns of innovation – is 

available on the Innovation Portal at 

www.innovation-portal.info

Activity to help you explore this 

theme – the way we do things around 

here – is available on the Innovation 

Portal at www.innovation-portal.info

www.innovation-portal.info
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It’s interesting to look at success stories whether we are talking about individual entre-
preneurs or giant transnational corporations, a common theme is that success isn’t a lucky 
accident. Rather, they refl ect on what worked when things succeed – and crucially also on 
why they failed. Learning how to manage innovation and entrepreneurship is a key theme, 
and it doesn’t happen automatically. It requires time, space and courage to refl ect and recog-
nize mistakes, structure to help focus the refl ection, etc.

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

FIGURE 15.1 Simplifi ed model of the innovation process

Dynamic Capability at 3M

The costs of not managing learning – of lacking the dynamic capability – can be high. At the least 
it implies a blunting of one’s competitive edge, a slipping against previously strong performance. 
(For example, 3M was for many years in the top three of Business Weeks list of innovative 
companies. But following a change in CEO and a shift in emphasis away from breakthrough 
innovation and towards incremental improvement linked to a ‘Six Sigma’ programme, its posi-
tion fell to seventh in 2006 and 22nd in 2007. This prompted signifi cant debate both within the 
company and in its wider stakeholder community and a refocusing of efforts around developing 
its core innovation capabilities further.) In some cases the fall accelerates and eventually leads to 
terminal decline – as the fate of companies like Digital, Polaroid or Swissair, once feted for their 
innovative prowess, indicates.

INNOVATION IN ACTION 15.1

www.innovation-portal.info
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280 Part 1  Foundations of Managing Innovation

Learning in Organizations

The psychologist David Kolb developed a simple model of learning which is worth bringing in 
here. He used it to talk about how adults learn, but we can adapt it to think of entrepreneurs 
and organizations.1 Figure 15.2 gives a simple illustration.

The model suggests that learning is not simply about acquiring new knowledge: it is a 
cycle with a number of stages. It doesn’t matter where we enter but only when the whole cycle 
is complete does learning take place. So to enable effective learning about how to manage 
innovation better, we need to:

• capture and refl ect on our experiences, trying to distil patterns from them about what does 
and does not work

• create models of how the world works (concepts) and link these to those we already have
• use our revised models to engage again in innovation – trying new things out.

There are many ways we can help this process, for example:

• Rather than simply stepping back for a refl ective pause we could employ some structured 
question frameworks. And we could ask others to help us in the process, acting as critical 
and challenging partners to help us learn.

• We can develop our own concepts, but we can also use, adapt and try out new ideas developed 
elsewhere. The ‘theory’ of innovation has emerged from many experiences codifi ed into a rich 
body of knowledge and this is available to draw upon. We don’t have to reinvent the wheel.

• Similarly, we don’t have to make all the mistakes ourselves. We can learn from other’s 
experiences

In the book we have tried to distil some of the accumulated learning about innovation and 
entrepreneurship, and in the following sections we’ll look at some simple aids to structured 
and critical refl ection to help think about how it could be managed better. We’ll develop a 

Experience

Reflection

Concept

Experiment

FIGURE 15.2 Simple model of the learning cycle

www.innovation-portal.info
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 Chapter 15  Capture Value: Learning to Manage Innovation 281  

simple set of refl ective questions for each part of the model around how well we are doing – 
and could we do it better?

Innovation Auditing

Searching for Innovation Opportunities

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

Ideas, as we’ve seen, can come from anywhere. Some 
boffi n in a lab may have a ‘Eureka!’ moment. Or some-
one talking with a customer may see a need which hasn’t 
been met. A competitor may start offering a service we 
haven’t got in our repertoire. A civil servant may change 
the rules of the particular game our business is playing 
and force us to rethink what we do. Or a newcomer from a different industry may spot a 
way to reframe the game and bring in a completely new way of looking at it – as we see every 
day on the Internet. And social entrepreneurship often arises from individuals looking at 
the world and seeing ways in which public services could be delivered better, disadvantaged 
groups could be enabled or resources more equitably distributed.

Wherever the ideas come from, the challenge for us is to make sure we pick them up and 
harness them to provide the fuel of the innovation process. Entrepreneurship may give us 
the drive, but without ideas the engine will be running on empty. So how could we organize 
and manage this search process? Needless to say, there isn’t a standard recipe but, as we saw 
in Chapter 7, we need to spread the net widely and make sure we cover the spectrum from 
‘exploit – do what we do better’ through to ‘explore – do something different’.

Activity based on this process – 

innovation fi tness test – is available 

on the Innovation Portal at 

www.innovation-portal.info

www.innovation-portal.info
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282 Part 1  Foundations of Managing Innovation

Strategic Selection

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

The trouble with ideas is that you can have too much of a good thing. A well-developed 
search process will throw up all sorts of possible opportunities, interesting ideas which are 
all waiting to take fl ight if only they had the resources to help them get off the ground. But 
no organization, and certainly no individual entrepreneur, has infi nite resources, so the next 
stage in the process involves making some tough decisions about which ideas to back – and 
why. Inevitably, this is a risky process. We have to take decisions about ideas which are in 
their earliest stages and which could become the best thing since sliced bread, but which could 
equally crash into oblivion and take us down with them.

How do those responsible for judging ideas and selecting the best for further investment 
actually think? What are their concerns and how do they go about building an effective and 
balanced portfolio of ideas? The judges may be venture capitalists specializing in examining 
and taking risks with innovative ideas. But they could also be the management board review-
ing the company’s portfolio of new products or services or a department manager considering 
a new process to implement across his or her group. Or a hospital administrator looking for 
new ways to reduce costs or increase the quality of a service being delivered.

As with the previous stage, we have learnt quite a bit about the ways in which this task of 
selection can be organized and managed – a ‘good practice’ model which we can learn from 
and adapt. Smart organizations don’t simply gamble. They make choices on the basis of some 
clear round rules: does the idea have promise? Is it a good fi t with where we are trying to go 
in our wider business strategy? Does it build on things that we know and can take advantage 
of – or if not, can we get hold of this knowledge to make it work? They make use of tech-
niques and structures to help them in the selection process – and make sure these are fl exible 
enough to help monitor and adapt projects over time as ideas move towards more concrete 
innovations. And if they aren’t going as well as expected, because of unexpected developments 

www.innovation-portal.info
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on the technological or market front, they have mechanisms in place to stop the process and 
either go back to the drawing board or kill it altogether. (Chapter 10 described many of these 
approaches in more detail and there are a variety of tools to help on the Portal.)

Implementation: Making it Happen

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

Having decided on which ideas to back, the organization has one small problem left: how to 
actually make them happen. Moving from a gleam in some entrepreneur’s eye to a product or 
service people use and value, or a business process which employees buy into and work with, can 
be a somewhat diffi cult journey. It isn’t usually a simple matter of project management, balanc-
ing resources against a budget of time and money – the big difference with innovation is that we 
don’t know whether or not things will work until we start doing them. So it’s a case of develop-
ing something against a background of uncertainty. The only way we reduce the uncertainty is 
by trying things out and learning, even if what we learn is that it isn’t going to work after all.

We’re also weaving together different strands of knowledge about the innovation – the 
‘technological’ (will it work as an idea?) and the ‘market’ (is there a need for this idea and do we 
understand and meet that need?). So a key aspect of implementation is making sure the threads 
come together and intertwine successfully, which in practice means making sure the right people 
get to talk with each other at the right time and for long enough to make something happen.

Innovation is often described in terms of the metaphor of a journey – and this helps us 
particularly think about the implementation phase. What stages does our idea need to go 
through before it becomes a successful innovation as a product/service in the marketplace or 
a process in everyday use within the business? And what structures and techniques do smart 
entrepreneurs and fi rms use to help their innovation along this journey, and to check its pro-
gress? Chapter 10 explored this theme in detail and highlighted the kind of learning which 
experienced entrepreneurs and organizations bring into play when dealing with this challenge.

www.innovation-portal.info
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284 Part 1  Foundations of Managing Innovation

For example, it would be foolish to throw good money after bad, so most organizations 
make use of some kind of risk management as they implement innovation projects. By install-
ing a series of ‘gates’ as the project moves from an initial outline idea to an expensive com-
mitment of time and money it becomes possible to review, and if necessary redirect or even 
stop something which is going off the rails.’ And they employ a variety of project management 
structures to help balance fl exibility, spread of different knowledge inputs and engagement of 
key stakeholders against the demands of time and budget.

Managing innovation projects is more than simply scheduling resources against time and 
budget. Dealing with unexpected and unpredictable events and gradually bringing projects 

What Makes for Success in Product/Service Innovation?

PDMA survey and source: these are some examples of the mechanisms, tools and structures 
which smart fi rms and entrepreneurs use.

INNOVATION IN ACTION 15.2

Key needs/issues 
on the journey Key mechanisms

Systematic process 

for progressing new 

products/services

Stage gate model

Close monitoring and evaluation at each stage

Early involvement of 

all relevant functions

Bringing key perspectives into the process early enough 

to infl uence design and prepare for downstream problems

Early detection of problems leads to less rework

Overlapping/parallel 

working

Concurrent or simultaneous engineering to aid faster 

development whilst retaining cross-functional involvement

Appropriate project 

management structures

Choice of structure (e.g. matrix/line/project/ heavyweight 

project management) to suit conditions and task

Cross-functional team 

working

Involvement of different perspectives, use of team-

building approaches to ensure effective team working and 

develop capabilities in fl exible problem-solving

Advanced support 

tools

Use of tools (e.g. CAD, rapid prototyping, computer-

supported cooperative work aids) to assist with quality 

and speed of development

Learning and continuous 

improvement

Carrying forward lessons learnt – via post-project audits, etc.

Development of continuous improvement culture

www.innovation-portal.info
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into being requires high levels of fl exibility and creativity, and in particular it involves inte-
grating knowledge sets from across organization, functional and disciplinary boundaries. And 
we’ve learnt a lot about how to do this, for example through using cross-boundary teams, 
through various forms of parallel or concurrent working and through the use of simulation 
and other exploration technologies to anticipate downstream problems and reduce time and 
resource costs while enhancing innovation quality.

Capturing Value

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

As we’ve seen in previous chapters, innovation is about creating value – and fi nding ways to 
capture that value. In particular, the discussion of business models in the last chapter gives us a 
framework for thinking hard about what value is being created for whom, and what has to be 
done to ensure that happens and that the benefi ts (money, learning, social change) are realized.

Innovation Strategy: Having a Clear Sense of Direction

Innovation doesn’t take place in a vacuum. It’s subject to a range of internal and external 
infl uences which shape what is possible and what actually emerges. In particular, it needs clear 
strategic leadership and direction, plus the commitment of resources to make this happen. 
Innovation is about taking risks, about going into new and sometimes completely unexplored 
spaces. We don’t want to gamble or change things simply for their own sake or because the 
fancy takes us. And passion, drive and energy are critical entrepreneurial characteristics but 
they carry the risk that we may point them in the wrong direction. No organization has 
resources to waste in that scattergun fashion. Innovation needs a strategy. But equally, we 
need to have a degree of courage and leadership, steering the organization away from what 
everyone else is doing or what we’ve always done and into new spaces.

www.innovation-portal.info
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286 Part 1  Foundations of Managing Innovation

Again, we’ve learnt that successful entrepreneurs and innovating organizations use a 
range of structures, tools and techniques to help them create, articulate, communicate and 
deploy a clear strategy. For example, many organizations take time, often off-site and away 
from the day-to-day pressures of their ‘normal’ operations, to refl ect and develop a shared 
strategic framework for innovation. Start-up entrepreneurs may not have this luxury, but 
they certainly need to ‘look before they leap’ and be sure that they have a coherent and clear 
strategic plan for their venture. Two key questions underpin this:

• Does the innovation we are considering help us reach the strategic goals (for growth, mar-
ket share, profi t margin – or changing the world in some way through creating social value, 
etc.) which we have set ourselves?

• Do we know enough about this to pull it off or, if not, do we have a clear idea of how we 
would get hold of and integrate such knowledge?

Much can be gained through taking a systematic approach to answering these questions. 
A typical approach could be to carry out some form of competitive analysis which looks at 
the positioning of the organization in terms of its environment and the key forces acting upon 
competition. Within this picture questions can then be asked about how a proposed innova-
tion may help shift the competitive positioning favourably – by lowering or raising entry 
barriers, by introducing substitutes to rewrite the rules of the game, etc.

In carrying out such a systematic analysis, it is important to build on multiple perspectives. 
This can be done in a variety of ways, for example using tools for competitor and market analysis 
or looking for ways of deploying competencies – things the individual or organization knows 
about and is good at. It can build on explorations of the future or use techniques like ‘technology 
road mapping’ to help identify courses of action. It’s important in all of this to remember that 
strategy is not an exact science: it’s the process of building a shared framework which matters.

For the start-up entrepreneur the challenge will be to share his/her vision with others and 
get them excited and engaged with it. And unless people within an established organization 
understand and commit to the strategy it has developed, it will be hard for them to use it to 
frame their actions. The issue of strategy deployment – communicating and enabling people to 
use the framework – is essential if the organization is to avoid the risk of having ‘know-how’ 
but not ‘know-why’ in its innovation process.

Building an Innovative Organization

The key to innovation and entrepreneurship is, of course, people. And the simple challenge is 
how to enable them to deploy their creativity and share their knowledge to bring about change. 
For small start-ups the structures may be very loose and informal, and the sense of trust and 
cooperation high. But, as we saw earlier, being small has limits in terms of resources and so 
entrepreneurs here need to work hard at building and maintaining rich creative networks.

It’s easy to fi nd prescriptions for innovative organizations which highlight the need to elimi-
nate stifl ing bureaucracy, unhelpful structures, brick walls blocking communication and other 
factors stopping good ideas getting through. But we must be careful not to fall into the chaos 
trap – not all innovation works in organic, loose, informal environments or ‘skunk works’ – and 

www.innovation-portal.info
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these types of organization can sometimes act against the interests of successful innovation. We 
need to determine appropriate organization, that is the most suitable organization given the 
operating contingencies. Too little order and structure may be as bad as too much.

Successful entrepreneurs and innovative organizations recognize this – and make use of 
a range of structures, tools and techniques to help them achieve this balance. Table 15.1 gives 
a list of key components in building an innovative organization.

Networking for Innovation

We’ve always known that innovation is not a solo act. Successful players work hard to 
build links across boundaries inside the organization and to the many external agencies who 

TABLE 15.1 Components of the Innovative Organization

Component Key features

Shared vision, leadership 

and the will to innovate

Clearly articulated and shared sense of purpose

Stretching strategic intent

‘Top management commitment’

Appropriate structure Organization design which enables creativity, learning and 

interaction. Not always a loose ‘skunk works’ model; key 

issue is fi nding appropriate balance between ‘organic’ and 

‘mechanistic’ options for particular contingencies

Key individuals Promoters, champions, gatekeepers and other roles which 

energize or facilitate innovation

Effective team working Appropriate use of teams (at local, cross-functional and 

inter-organizational level) to solve problems. Requires 

investment in team selection and building

Continuing and stretching 

individual development

Long-term commitment to education and training to ensure 

high levels of competence and the skills to learn effectively

Extensive communication Within and between the organization and outside. Internally 

in three directions: up, down and sideways

High involvement 

in innovation

Participation in organization-wide continuous improvement 

activity

External focus Internal and external customer orientation.

Extensive networking

Creative climate Positive approach to creative ideas, supported by relevant 

motivation systems

Learning organization High levels of involvement within and outside the fi rm in 

proactive experimentation, fi nding and solving problems, 

communication and sharing of experiences and knowledge 

capture and dissemination

www.innovation-portal.info
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288 Part 1  Foundations of Managing Innovation

can play a part in the innovation process – suppliers, customers, sources of fi nance, skilled 
resources and of knowledge, etc. – twenty-fi rst-century innovation is increasingly about  ‘open 
innovation’, a multiplayer game where connections and the ability to fi nd, form and deploy 
creative relationships is of the essence.

Making this happen requires skills in fi nding network partners, building relationships 
with them and fi nally linking their contributions with others so that the whole becomes 
greater than the sum of the parts.

The challenges include:

• how to manage something we don’t own or control
• how to see system level effects, not narrow self-interests
• how to build trust and shared risk-taking without tying the process up in contractual red tape
• how to avoid ‘free riders’ and information ‘spillovers’.

Learning to Manage Innovation

No individual or organization is born with the perfect set of capabilities to make innovation 
happen. Instead, they learn and develop these over time and through trial and error. In this 
chapter we’ve looked at a range of ‘good practices’ which are commonly found across very 
different entrepreneurial organizations, and some refl ection questions to help us think about 
how well we are doing. But one last set of questions we should ask refers to whether we are 
good at learning itself – whether we take the time out, use challenging refl ection, bring in new 
concepts and develop our own models for how we will manage innovation in the future. So 

we should fi nish with some refl ection questions around 
this theme, and remember that a common characteris-
tic shared by successful serial entrepreneurs and long-
running businesses is that they do have an awareness of 
what it is they do and how they can use their insight to 
continue to succeed.

Innovation Auditing in Practice

Learning isn’t easy. Individuals and organizations are usually too busy getting on with build-
ing and running their ventures to fi nd time to stop and think about how they could do 
things better. But assuming they did manage to get offl ine and refl ect on how they could 
improve their innovation management, they would probably fi nd some structured frame-
work for thinking about the process helpful. We can use the idea of comparing against 
what we’ve learnt about good practice to develop simple audit frameworks which could 
be used for diagnosis. How well do we do things compared to what the ‘good practice’ is? 
How far would we agree with the kinds of statements we’ve listed in the chapter associated 
with good innovators? Where are our strengths? And where would we want to focus our 

Tools to provide structured ways to 

enable learning – including post-

project reviews and benchmarking – 

are available on the Innovation Portal 

at www.innovation-portal.info

www.innovation-portal.info
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efforts to improve the organization? This kind of audit 
and review process doesn’t carry any prizes but it can 
help with making the organization more effective in 
the ways it deals with the innovation challenge. And 
that could lead to some pretty important outcomes: 
like survival or growth!

Case Studies of organizations 

viewed through the lens of this audit 

framework – 3M, Corning, Electroco, 

Kao – are available on the Innovation 

Portal at www.innovation-portal.info

Measuring Innovation Performance

In reviewing innovative performance we can look at a number of possible measures and indicators:

• Measures of specifi c outputs of various kinds, e.g. patents and scientifi c papers as indicators 
of knowledge produced, or number of new products introduced (and percentage of sales and/
or profi ts derived from them) as indicators of product innovation success.

• Output measures of operational or process elements, such as customer satisfaction surveys to 
measure and track improvements in quality or fl exibility.

• Output measures which can be compared across sectors or enterprises, e.g. cost of product, 
market share, quality performance, etc.

• Output measures of strategic success, where the overall business performance is improved in 
some way and where at least some of the benefi t can be attributed directly or indirectly to 
innovation, e.g. growth in revenue or market share, improved profi tability, higher value added.

We could also consider a number of more specifi c measures of the internal workings of the 
innovation process or particular elements within it. For example:

• number of new ideas (product/ service/ process) generated at start of innovation system
• failure rates – in the development process, in the marketplace
• number or percentage of overruns on development time and cost budgets
• customer satisfaction measures – was it what the customer wanted?
• time to market (average, compared with industry norms)
• development man-hours per completed innovation
• process innovation average lead time for introduction
• measures of continuous improvement – suggestions/employee, number of problem-solving 

teams, savings accruing per worker, cumulative savings, etc.

There is also scope for measuring some of the infl uential conditions supporting or inhibiting the 
process, for example the ‘creative climate’ of the organization or the extent to which strategy is clearly 
deployed and communicated. And there is value in considering inputs to the process, for example 
percentage of sales committed to R&D, investments in training and recruitment of skilled staff, etc.

INNOVATION IN ACTION 15.3
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290 Part 1  Foundations of Managing Innovation

There is no single framework for doing an innovation audit – and no ‘right’ answer 
at the end of the process. But using such frameworks can be helpful and we have included 
some in the website accompanying this book. There are audits which look in general terms, 
those which focus on capabilities to manage the more radical end of innovation and those 

which deal with sector differences like how to man-
age innovation in services. And there are those which 
focus on aspects of the organization, like how well it 
is able to engage its whole workforce in the innovation 
process. Audits can be targeted at the individual, for 
example on the Portal there is a framework for refl ect-
ing on ‘how creative are you?’

There are also an increasing number of online 
audit resources available, and a growing consultancy 
industry built around providing this kind of ‘mirror’ 
on how well an organization is doing at innovation 
together with some advice on how it could do it better.  
But it’s not the audits so much as using them in the 
 process of questioning and developing innovation capa-
bility which matters. As the quality guru W. Edwards 
Deming pointed out, ‘If you don’t measure it you can’t 
improve it!’

Tools allowing you to explore 

various aspects of innovation – e.g. 

discontinuous innovation, absorptive 

capacity, high involvement innovation 

and service innovation – are 

available on the Innovation Portal at 

www.innovation-portal.info.

Table 15.2 lists some of the 

options available

Activities based around innovation 

auditing – including the innovation 

management project – are available 

on the Innovation Portal at 

www.innovation-portal.info

TABLE 15.2 Frameworks to Support Refl ection on Key Areas of Innovation 

Management

Key questions and issues 
in managing innovation

Refl ection and development 
aids available on website

How well do we manage innovation? Innovation audit

How well do we manage service innovation? Service innovation (STARS) framework

Start-up phase for new ventures Entrepreneurs checklist

Do we engage our employees fully in innovation? High involvement innovation audit

How well do we manage discontinuous innovation? Discontinuous innovation audit

How widely do we search in an open innovation 

world?

Search strategies audit 

Do we have a creative climate for innovation? Creative climate review

Can we make the most of external knowledge 

for innovation?

Absorptive capacity review

www.innovation-portal.info
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Dynamic Capability and Changing Our Routines

As we’ve seen throughout this book the challenge of managing innovation is not simply 
one of building capability to carry out key tasks like searching, selecting or implementing. 
It is also about coping with a constantly changing environment where new routines will be 
needed – new ways of managing the innovation process. This concept of ‘dynamic capability’ 
becomes increasingly important as we move to some of the key frontier challenges in innova-
tion, and in the next part of the book we’ll look at the implications this has for the ways we 
operate and the new tricks we need to learn.

In particular, we’ll look at:

• open innovation and the changing landscape for searching
• user innovation and the growing importance of active stakeholder involvement in innovation
• discontinuous innovation – learning to cope when the underlying rules of the game are 

changing
• developing and emerging economies and the way the 

innovation game is changing as these places become 
the central focus for economic and social growth

• social innovation – where the core motivation for 
change becomes improving well-being

• sustainability-led innovation – where the question of 
how we deal with the resource, energy and environmen-
tal challenges of living on the planet take centre stage.

Case Study detailing an extensive 

innovation audit process which 

resulted in the identifi cation of key 

new areas around which Coloplast 

intended to build its already-strong 

innovation capability is available 

on the Innovation Portal at 

www.innovation-portal.info

www.innovation-portal.info
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Summary

• Wherever innovation happens – big fi rm, small fi rm, start-up business, social enterprise – 
one thing is clear: successful innovation won’t happen simply by wishing for it. This 
complex and risky process of transforming ideas into things which make a mark needs 
organizing and managing in strategic fashion.

• We know that this process is infl uenced along the way by several things which can help 
or hinder it. Is there clear strategic leadership and direction? How can we construct 
innovative organizations which allow creative ideas to come through, let people build 
on and share knowledge and feel motivated and rewarded for doing so? How can we 
harness the power of networks, making rich and extensive connections to deliver a 
stream of innovations?

• A wide range of structures, tools and techniques exist for helping us think about and 
manage these elements of the innovation process. The challenge is to adapt and use them 
in a particular context, essentially a learning process.

• Developing innovative capability needs to begin with an audit of where we are now – 
and there are many ways of asking and exploring the core questions:

 ˚ Do we have a clear process for making innovation happen and effective enabling 
mechanisms to support it?

 ˚ Do we have a clear sense of shared strategic purpose and do we use this to guide our 
innovative activities?

 ˚ Do we have a supportive organization whose structures and systems enable people to 
be creative and share and build on each other’s creative ideas?

 ˚ Do we build and extend our networks for innovation into a rich open innovation 
system?

Further Resources

A wide range of books and online reviews of innovation now offer some form of audit frame-
work, including the Pentathlon model from Cranfi eld University2 and Bettina von Stamm’s 
‘Innovation wave’ model – see Dodgson, Salter and Gann3, Trott4 and Von Stamm5, 6 for 
other examples. Websites include www.innovationforgrowth.co.uk, http://www.stage-gate.eu/ 
innovation-audit.asp, http://www.innovationexcellence.com and http://www.cambridgeaudits
.com. AIM Practice (www.aimpractice.com) also has a variety of audit tools around innova-
tion, and NESTA (www.nesta.org) has a number of reports linked to its major Innovation 
Index project.

www.innovation-portal.info
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Deeper Dive explanations of innovation concepts and ideas are 

available on the Innovation Portal at www.innovation-portal.info

Quizzes to test yourself further are available online via the 

Innovation Portal at www.innovation-portal.info

www.innovation-portal.info
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Cases Media Tools Activities Deeper Dive

• 3M

• Corning

• Electroco

• Kao

• Coloplast

• Fabian 

Schlage

• Innovation fi tness test

• Post-project reviews

• Benchmarking

• Discontinuous 

innovation audit

• Service innovation audit

• High involvement 

innovation audit

• Business model canvas

• Start-up audit

• Absorptive capacity 

audit

• Success 

and failure in 

innovation

• Patterns of 

innovation

• The way we do 

things round 

here

• Innovation 

fi tness test

• Innovation 

management 

project

• Measuring 

innovation

Summary of online resources for Chapter 15 –
all material is available via the Innovation Portal at

www.innovation-portal.info

www.innovation-portal.info

3GC15.indd   2943GC15.indd   294 28/12/13   3:12 PM28/12/13   3:12 PM




