




Leadership, Innovation and Product Development


Title: Innovative Approaches


Author: David Whitmore
Email: David.Whitmore@vale.com
Number: 01792 841331
Address:
Vale Europe Limited,
Clydach Refinery,
Clydach,
Swansea,
SA6 5QR



[bookmark: _Hlk12974665]
	
Contents
1.0 Introduction
2.0  Radical Innovation
2.1 Advantages
2.2  Disadvantages
3.0  Incremental Innovation
3.1 Advantages
3.2 Disadvantages
4.0  Disruptive Innovation
4.1  Advantages
4.2  Disadvantages
5.0  Areas of Innovation
5.1  Product Innovation
5.2  Process Innovation
5.3  Service Innovation
6.0 Change Management
6.1 McKinsey’s 7S Model
6.2  Kotters
6.3  ADKAR Model
7.0  Conclusion
8.0 [bookmark: _GoBack] References









1.0 [bookmark: _Hlk24118703]Introduction
Innovation is an extensively researched topic with many different classifications suggested; Radical vs incremental (Damanpour, 1991; Henderson, 1993); Competence enhancing vs competence destroying (Gatignon et al, 2002) and administrative vs technical (Kimberly and Evanisko, 1981). However Baumol (2004) warns, that while dividing innovation into categories is useful many real-world innovations generally fall somewhere in between. 
The focus of this paper is to analyse the different sources of innovation open to organisations and the areas where they can be implemented. It will also assess the advantages and disadvantages of each and provide examples where they have executed successfully. But what does it take for an innovation to be successful? Ultimately it needs to meet the three criteria below:
[image: ]
1. Desirability - There must be a perceived value.
2. Viability - Does it create profit and fit within an organizations values and strategy.
3. Feasibility – Are the required resources, technology and funds available.

Of the literature reviewed, radical and incremental innovation seem to be the most predominantly covered with radical being defined frequently as a technological advancement (Hill and Rothaermel, 2003; Sorescu, Chandy, and Prabhu, 2003). Radical is also closely linked with “market breakthrough” and “disruptive” innovation (Baumol, 2004). Incremental innovations are perceived to be less risky and build on from the initial technological advancements when the novelty wears off and the existing commercial market increases. As a result the analyses will be based on the innovation types below.
[image: ]

2.0 [bookmark: _Hlk24113524]Radical Innovation
Historically radical innovation would have been regarded as rare, however due to the emergence of global markets and the rapid developments in technology it has become more common place in recent times. One factor of radical innovation that hasn’t differed that much over time is the initial resistance it faces at the outset, however if this is overcome successfully it invariably provides a solution to previously unidentified problems or needs and often results in both the creation of a new market and the potential fall of the process or technology it replaces. Executed well it creates a platform for subsequent innovation to build on and has the potential to not only transform markets and economies but in the case of the Internet change the way the entire world communicates and behaves.



According to investment company ARK Invest, there are numerous radical innovations currently experiencing various stages of resistance that are about to become mainstream 

[image: ]
Figure 1:  Source: ARK Invest

2.1 [bookmark: _Hlk24115696][bookmark: _Hlk24359766]Advantages of Radical Innovation
The potential gains are huge. If the innovation is a pioneer in the field and creates a market with no competitors then a monopoly can be established, allowing aggressive pricing regardless of demand (Askar, 2013)
The creation of a new markets opens the door to further development and innovations. Once the platform is in place then the potential for additional innovations is usually very high meaning value creation will be much easier than in mature markets (Gardner, 2017).



2.2 Disadvantages of Radical Innovation
[bookmark: _Hlk24115367]Radical innovation solutions are generally built on knowledge that a company does not yet have expertise in or that differ from existing experience (Danneels, 2002), therefore development times are invariably both lengthy and costly and these factors coupled with the uncertainty of demand can often result in a lack of appetite or support from leadership and management.

3.0 [bookmark: _Hlk24119313]Incremental Innovation
The most common form of innovation is incremental, where gradual, continuous improvements are made to an existing product, service or process. Its aim is not to create new markets or a new solution but to create value through satisfying the needs of existing customers. This is achieved through affordable development with small improvements, modifications and varients that have been realised through existing knowledge resources (Danneels, 2002) and customer feedback.  The product of incremental innovation projects are predominantly small variations of existing products, services, practices or approaches (Damanpour, 1991). 
 
3.1 Advantages of Incremental Innovation
Incremental product or process innovations will usually promote innovation in other areas of the value chain
•Encourages brand loyalty by acknowledging and meeting the customer’s needs e.g. software upgrades
•Stay competitive - Grow sales from existing products and services and maintain market position,
•Protects your current business model
•Subtle, gradual ideas of change are easier to sell to key stakeholders
•Innovation is less costly and more affordable

3.2 [bookmark: _Hlk24278361]Disadvantages of Incremental Innovation
• Getting small, subtle changes recognised in a competitive, noisy marketplace can be difficult.
•It can be difficult to tell how different your product really is after the change
•Competition – The competition are playing the same game, making similar, if not the same changes.

4.0 Disruptive Innovation
Christensen et al (2015) first coined the term “disruptive Innovation”. It is a form of innovation that exploits weakness in an existing market where the current incumbents have become too focused on maximizing the existing product, service or business model and neglected to invest time in the other opportunities available. The disruptive innovation has usually reached the mainstream before the incumbents realise and at this point it is too late to respond as the new entrant is delivering an alternative solution to their customer’s needs. This is achieved through the launch of a new product or expanding into a new market. Netflix epitomised disruptive technology to revolutionize the video rental marketplace. Despite the suggestion, disruption does not happen suddenly. Netflix’s initial movement in the market was a mail in movie subscription and didn’t really threaten the current market leaders such as blockbusters but through continued disruption Netflix developed its online web streaming model. Now there are numerous online movie subscription services adopting this model, which has now become the norm, completely transforming the movie rental industry.

4.1 Advantages of Disruptive Innovation
• Expand your market through new innovations creating a platform to build on.
• Develop business model and improve current procedures and policies.
• Unlock new markets and create significant improvements and value in a short time.


4.2 Disadvantages of Disruptive Innovation
• Success is unknown and expanding to a new marketplace is high risk without significant, costly analysis.
• Competition is high, so getting your ideas noticed can be difficult
•You are competing against established companies who will have a vested interest in your failure

5.0 Areas of Innovation
5.1 Product Innovation
This area of innovation is the most common as there are more products than there are processes or services. Product innovation is predominantly incremental with its aim to improve quality and reliability ensuring the product continues to satisfy the needs of the customer therefore maintaining your competitive edge and sustaining your market position. Product innovation can also be radical and a good example of both types of innovation within the product area is Apple with its innovative “iphone”. The mobile phone market was well established when Apple revolutionised the boundaries of what a phone could perform by introducing a touchscreen phone with camera and music capabilities. They have since effectively executed incremental innovation by continuously upgrading the phones operating system, quality of the camera and more to remain a market leader (Adner, 2012).
5.2 Process Innovation 
This area of innovation improves the way something is produced or acquired. It doesn’t necessarily change the actual product or service but creates value for the supplier or the customer or both through the implementation of a new or improved production or delivery system. Process innovation can be achieved through the use of improved technology or improved methods and invariably results in a saving in time and money or an improve service to the customer. A good example is how Amazon innovated the process of purchasing a book. They didn’t change what a book was they simplified the process to enable you to browse and buy online as opposed to visiting a store.
[image: Process innovation]
5.3 [bookmark: _Hlk24280587]Service Innovation
A proven strategy for adding value is to differentiate yourself from competitors so introducing and improving the way you serve your customers whether it is a new or emerging market will increase your revenue.   There has been more focus on service innovation in recent times which has been reflected in the increase in academic research (Dotzel, et al, 2013, Ordanini and Parasuraman, 2010).  An excellent example of a recent service innovation is Uber, who have created additional growth and value to its business through the UberEATS initiative. Uber used its existing strengths and capabilities together with its well known, trusted brand name to enter into an alternative market. They capitalized on their existing transportation business that people were already using them and offered them the added value of providing them with a food delivery service.

6.0 [bookmark: _Hlk24384956]Change Management
Change management is an approach to transitioning individuals, teams, and organizations to a desired future state. Why does change fail?  
Change will encounter many obstacles through it journey such as time/cost constraints, conflicting priorities, regulatory compliance, leadership & stakeholder engagement, culture, uncertainty, stress and many more but most of these difficulties can be foreseen. Failure to dedicate the sufficient time and resources to identify and manage these complications at the outset will inevitably end in failure. Discussed below are a few of the change management models that could be implemented to help ensure successful change management.


[bookmark: _Hlk24385124][bookmark: _Hlk24385095]6.1 McKinsey 7 S Model
McKinsey 7S model, as shown below, was developed by consultants working for McKinsey & Company in the 1980s and is structured in the form of an atom to show seven stages for managing change. It is one of those few change models that has managed to remain current. 
[image: ]







Stages
Strategy – According to McKinsey’s 7-S framework this is the first stage of change and involves the development of a step-by-step future plan.
Structure – Structure is the stage or attribute of this model that relates to the way in which the organization is divided or the structure it follows.
Systems – A set of procedures and protocols that detail how the organisation will work.
Shared values – Shared values refer to the core values of an organization that represent how it runs or works. In the case of Vale Ltd they are 1. Value our People 2. Prize our Planet 3. Improve Together 4. Do What is Right 5. Make it Happen.
Style – The way in which the changes and leadership are adopted or implemented.
Staff – The workforce/employees and their working experiences and capabilities.
Skills – The knowledge and competencies possessed by the company’s employees.

[bookmark: _Hlk24389742]6.2 Kotter’s change management theory- Eight Steps
Kotter’s change management theory is another concept that is popular and well adopted. This theory was devised by John P. Kotter, who is a Harvard Business School Professor and author of several books based on change management. The theory consists of eight steps that are categorised into 3 stages: 
1. Creating a climate for change 
2. Engaging and enabling the organisation  
3. Implementing and sustaining change. 
These 3 stages are consistent with Lewin (1951) model of Unfreeze-Move-Refreeze. Each of the steps focuses on a key principle that is associated with the response of people to change.


[image: ]



Stages.
Increase urgency – Creating a sense of urgency among the workforce to motivate them to achieving the objectives.
Create the team – Appointing personnel with the right combination of skills, knowledge and commitment.
Get the vision correct –Incorporate the innovation and its objectives into the strategy.
Communication – Communicate the change and validate its need to employees at all levels
Get things moving – Make it happen. Provide support, remove obstacles and provide feedback in a positive way.
Short term goals – Divide the ultimate goal into smaller manageable elements to simplify success.
Don’t give up – Maintain focus and drive however hard things get.
Incorporate change – After initiating and managing change it is important to reinforce it and make it a part of the workplace culture.











6.3 ADKAR model

The ADKAR change management model is a goal-oriented tool that focuses on the activities that are directly related to the desired outcome. The goals and performance criteria are set in a sequence. This means the model drives the change through set behaviours and criteria to ensure it is implemented and sustained successfully. The model was developed to drive change at an individual level but has been utilized by businesses and government agencies to successfully implement change.


[image: ]









7.0 CONCLUSION
So, innovation is complicated and can be categorised and labelled in many ways. It can be big or small, subtle or obvious, vary from entirely new products to changes in process, communication, services and can radically transform the world we live in. However, one thing is clear, it is the lifeblood of business and anyone who neglects it does so at their own peril. In fact, out of the Fortune 500 companies in 1999, 40% were no longer there 10 years later (Doblin, 2013). But as discussed, just considering innovation is also not enough, it has to be executed successfully as 96% of new offerings released by over 2,000 of the world’s top companies failed to make a return on investment (Doblin, 2013). Innovation is an aspect that every business needs to invest in, whether it be with time, money or resources but this needs to be backed up with a strong change management strategy for successful execution to be realised.
Innovation has been defined in many different ways by many different people but in conclusion to this study it will be defined as “The strategic implementation of an idea that creates a tangible value for either the organisation, the customer or both”.
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