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Select one innovation made by your own company, or a company of your choice in your sector of the manufacturing industry. This may be a product, process, business model or marketing innovation. Prepare a 3,000-word report. 
LEGO Ideas was originally called Cuusoo and was launched in Japan in 2008, and then globally in 2011. ‘Cuusoo invites users to submit – and vote for – ideas for new LEGO sets. If a design wins 10,000 votes, LEGO reviews it for possible production; if the design is developed and launched, its creators get a one per cent cut of the products total net sales’ (Robertson, 2013). It was a further step into the world of crowdsourcing for LEGO, tapping into one of their most important, and passionate, stakeholders – their fans.
In terms of innovation type, LEGO Ideas could be classed as a multi-innovation type.
Product Innovation – LEGO themselves class these as ‘new toys and platforms’ (Robertson, 2014)
Process Innovation - LEGO, again, class these as ‘core processes (where money changes hands) or enabling processes (such as new-product development)’. (Robertson, 2014)
LEGO Ideas could be classed as either of these innovation types. However, this report will focus on LEGO Ideas as a marketing innovation, as it was a further move into crowdsourcing. LEGO believed that ‘Communication innovations included novel ways of marketing and also connecting to customers’ (Robertson, 2014).   
The principal driver/s for the innovation
‘Historically LEGO was an extremely private company that tightly controlled its products and intellectual property. The company’s public position was “We don’t accept unsolicited ideas”’ (Antorini et al, 2012).
However, this all changed in the late 1990’s when during the development of another of their crowdsourcing ideas – LEGO Mindstorms – users managed to hack into the code and were able to change the new products. This meant that LEGO had two choices, ‘either pursue legal action against the hackers or invite users to collaborate on new products and applications. The company concluded that litigation would be difficult and costly, and also that there could be significant advantages to collaborating with others’ (Antorini et al, 2012).
Another key driver for the innovation was that for several years, LEGO had been struggling financially. ‘The LEGO Group had lost money four out of the seven years from 1998 through 2004. Sales dropped 30 percent in 2003 and 10 percent more in 2004, when profit margins stood at 30 per cent. LEGO Group executives estimated that the company was destroying €250,000 ($337,000) in value every day’ (Oliver et al, 2007). 

A change in management, and in company philosophy, were key drivers of change. New CEO Jorgen Vid Knudstorp took over in 2004 and ‘provided the opportunity for LEGO to reflect on the meaning of the brand as well as the company’s ties with the user community’ (Antorini et al, 2012). The new CEO identified that ‘engaging customers in the innovation process, by listening to their creative ideas, needs and expectations creates the premise for a highly successful business’ (Rusu et al, 2015). 
The barriers and risks faced by the company in developing this innovation
There were several barriers and risks faced by LEGO in developing LEGO Ideas. 
Collaborating with LEGO fans can become difficult when ‘users seek to push the products beyond their intended limits’ (Antorini, 2012). As they strived to innovate, some ‘adult Lego fans sometimes promote building techniques that go beyond the parameters of what the products were designed for’ (Antorini, 2012). 
Another risk was that because the products/designs are being submitted by ‘fans’, and their success evaluated by their peers, there was a need for LEGO to reassess their internal processes. Only once an idea has received the necessary number of votes does ‘LEGO management begin reviewing the top community designs and communicating to users whether a concept has the greenlight. It is this internal process that leaves the company vulnerable to product development and customer satisfaction challenges’ (thisisapseudonym, 2018). Initially there were ‘very few stated rules or expectations about how the process should work’ (Antorini, 2012). The LEGO Ideas website (LEGO IDEAS - Home) now has a very clear guidelines section (LEGO IDEAS - Product Idea Guidelines) detailing everything that the fans need to take into consideration during the process.
Timing is another barrier, ‘Crowdsourcing at LEGO need not be a purely sequential process in which the company is at the mercy of the rate of outside innovation’ (thisisapseudonym, 2018). One of the first approved LEGO Ideas concepts was a Minecraft toy which ‘required LEGO to haphazardly form a partnership with Mojang to use its Minecraft Intellectual Property’ (thisisapseudonym, 2018). This caused issues in terms of the timeline for launching the product, but as the Minecraft concept ‘racked up 10,000 votes in just 48 hours, an outpouring of support that compelled LEGO to announce that it would produce the set’ (Robertson, 2013). Going forward, LEGO needed to be ‘more facile in using intelligence from voting trends to be ahead of potential required partnerships. Given its reliance on strategic partnerships, LEGO must start conversations with outside firms before an idea is fully approved’ (thisisapseudonym, 2018).
The key determinants in the process of committing to develop the innovation
'By determinants, we mean factors that facilitate or impede actual change. It is essential to identify determinants of a particular innovation in order to design an appropriate and effective innovation strategy that is adapted to these determinants' (Fleuren et al, 2004). 
A key determinant that facilitated the development of LEGO Ideas, was knowledge, and knowledge management. ‘Knowledge management is the process of critically managing knowledge to meet existing needs, to…exploit existing knowledge….and to develop new opportunities’ (Quintas et al, 1997). 
There were three sources of knowledge that played key roles in developing the innovation. All three of these knowledge types, from three different stakeholders, needed to be successfully managed to ensure a successful innovation process.
First was LEGO’s own knowledge, built on years of expertise within their industry, years of experience of innovation, years of developing new products, and years of developing products that customers, of all ages, loved. 
Secondly, the knowledge of Chaordix, the crowdsourcing experts they collaborated with to develop LEGO Ideas. LEGO had some experience of crowdsourcing with fans, but not to the extent needed to develop LEGO Ideas.
And the third, and most important source of knowledge that LEGO had to manage was that of their fans. One of the most difficult jobs in business is to generate demand for your product or service. LEGO fans are obsessive and were desperate to engage further with the brand. The LEGO Innovation Matrix (discussed in more detail later in this report) ‘revealed a yawning white space: no one group was directly responsible for the brand’s globe-spanning community of passionate fans’ (Robertson, 2014). The fans, and their knowledge, needed to be managed positively. 
The processes and technologies which the company used to carry this development forward
LEGO ‘managed to involve external stakeholders in a process focused on new product development, as the actors involved (designers for LEGO sets, marketing, and business representatives) had the role of evaluating the new ideas for LEGO products’ (Avasilcai, 2015). Previously, LEGO designers and executives had been the ones making all the decisions. Now decision-making was a collaborative affair. The process of bringing products to market had completely changed. ‘Instead of conducting a market test after the product has been developed and introduced to consumers, the demand hypothesis is partially validated by the user voting system prior to product development. This reverses the typical process of toy-making at Lego’ (thisisapseudonym, 2018).
As a marketing/communications innovation, the main technologies used to drive the innovation forward were digital channels such as the LEGO Ideas website and social media channels – LEGO’s own, fan websites and social media channels. As Avasilcai and Rusu (2015) stated, ‘Among the numerous online instruments used by LEGO to interact with customers and to involve them in the co-creation in the innovation process, LEGO Ideas is one of the most important at this moment’. 
The Lego conversation was now two-way, with a wider, more engaged audience. ‘With Cuusso, LEGO moved from tapping the wisdom of a few elite cliques, to sourcing the talents of massive crowds’ (Robertson, 2013). 
The extent to which the development relied on resources external to the company and the ways in which the deployment of these resources was managed
LEGO had years of experience and knowledge of their brick technology but had limited experience of crowdsourcing. LEGO Ideas was therefore ‘built in partnership with Crowdsourcing experts Chaordix’ (Harwood, 2014). 
As the Chaordix website explains, ‘LEGO sought a solution that would enable true customer innovation and co-creation’ (LEGO Co-creates Crowd Favorites on a Global Scale | Chaordix) That solution was LEGO Ideas.
The outcome was a huge success, from both a product and financial point of view. LEGO Ideas ‘reduced the time to market for new LEGO kits from two years to six months. In just under 10 years, 36 new LEGO kits have been developed from the LEGO Ideas community. All were best sellers, with 90% selling out in their first release’ (LEGO Co-creates Crowd Favorites on a Global Scale | Chaordix).  
From a marketing/communications perspective, it was even more of a success. ‘LEGO Ideas has become a hub of innovation and serves as a primary resource for marketing activities. As members of the community share  their own ideas and vote on submissions from others, not only are they creating new LEGO sets that end up on shelves, they’re creating content that can be used across LEGO’s social channels and other marketing campaigns, and helping LEGO make better decisions about what kinds of product lines to invest in’ (LEGO Co-creates Crowd Favorites on a Global Scale | Chaordix).
How management overview of the development was maintained
LEGO Ideas was not part of any long-term strategy for LEGO. As mentioned during the ‘principal drivers’ section, LEGO had experimented with some crowdsourcing projects previously, but it was only when one of these – LEGO Mindstorms – went slightly awry that LEGO had to make a decision, it was almost a case of ‘fight’ the fans or join them. They decided to join them. 
An improved relationship between LEGO and fans is a match made in heaven. ‘Adult fans have helped LEGO identify new product lines and distribution strategies’ (Antorini, 2012) and for the fans, ‘collaborations have allowed them to influence LEGO’s business decisions and encouraged the company to develop products targeting teens and adults’ (Antorini, 2012).
LEGO found itself nearly bankrupt in 2003, and one of the key elements which helped turn their business around was their ‘ability to adapt to the dynamic evolution of the digital technologies, being a successful company by creating innovation possibilities for their products and by offering their customers the opportunity to interact with company’s site in order to choose their own playing and creation possibilities, making the LEGO products much more attractive’. (Rusu et al, 2015). The role of the fans, and working with them more closely, was a significant step change for LEGO. As mentioned earlier in this report, LEGO were a hugely private company. This was no longer the case. 
Management’s focus is now about ‘striking a middle ground between undisciplined creativity and overly strict controls’ (Robertson, 2013). ‘LEGO Group’s leaders believe that to discover the next big growth opportunity, the company must adhere to a fundamental truth about innovation; the more experiments you launch the more likely it is that one will strike gold’ (Robertson, 2014). 
LEGO are now continually ’balancing the small, steady improvements with bigger, riskier endeavours’ (Robertson, 2013). LEGO’s innovation portfolio is managed using their innovation matrix, which ‘acts as a kind of GPS device, helping to keep most projects pointed towards their respective North Stars’ (Robertson, 2014). (Satell, 2017) believes that there is ‘no one true path to innovation’, and what is required is a ‘clear framework for defining innovation problems and the strategies most likely to resolve them’. This is exactly why management at LEGO ‘clarified the company’s direction by drafting a matrix that defined the different degrees of innovation, from incremental to radical’ (Robertson, 2014). As Robertson said in a MIT Sloan Management School article in 2021, “You need to learn to how to play chords, not keys on the innovation ‘piano’. ‘Pursuing multiple, complementary innovations that harmonize to create something is much better than any one key alone’ (Stackpole, 2021).   
The extent to which you feel this innovation process represents best practice
Peter Drucker spent years emphasising the importance of co-creation, particularly in terms of generating break-through innovations. In their 2008 paper discussing ‘Drucker insights on market orientation and innovation’, Mohr and Sarin discussed how ‘Customer co-creation involves collaborative activities that actively engage customers in the design and development of new innovations; it brings an “outside-in” perspective to development’. Later in the same paper they discuss how ‘Firms that engage in customer co-creation have been shown to experience higher levels of new product success’ (Well, 2005). As noted earlier in this report, all products produced via the LEGO Ideas platform have, to date, been best-sellers, and 90% sold out on their first release. 
This success was down to LEGO’s ability to build strong relationships with their networks. In ‘Managing Innovation’ by Tidd & Bessant (2018) they share the Four generic approaches to network building matrix. 
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Source: Based on Birkinshaw, J., J. Bessant, and R. Delbridge. Finding, forming and performing: Creating networks for discontinuous innovation. California Management Review, 2007, 49 (3): 67-83  
As seen from the matrix, LEGO fits within Zone 1 which ‘represents the relatively straightforward challenge of creating new networks with potential partners that are both easy to find and keen to interact’ (Tidd et al, 2018). 
LEGO have an enthusiastic user community which ‘was an asset, despite its approaches such as hacking into the old software and sharing the information on the web’ (Tidd et al, 2018). However, as discussed in ‘Managing Innovation’ by Greg Satell, ‘asking customers what they want is not enough. You have to validate that they are actually willing to pay for your product or service’ (Satell, 2017). With LEGO Ideas, ‘Instead of conducting a market test after the product has been developed and introduced to consumers, the demand hypothesis is partially validated by the user voting system prior to product development. This reverses the typical process of toy-making at LEGO’ (thisisapseudonym, 2018). 
The emphasis placed on co-creation and building strong relationship with their networks leads to their customers being what Piercy (2002), calls ‘committed loyalists’. These are customers who ‘place a high value on what we offer them, tend to be willing to pay a price premium, and not to switch’ (Piercey, 2002). They could also be called satisfied stayers with both high customer satisfaction and high customer loyalty.
As noted previously, there were several barriers in developing LEGO Ideas. However, as this report has highlighted, LEGO have successfully reduced or overcome these. Therefore, from a marketing innovation point of view, the innovation process undertaken by LEGO can be regarded as best practice.
However, how about other elements of the innovation process?
LEGO have an innovation matrix which ‘acts as a kind of GPS device, helping to keep most projects pointed towards their respective North Star’ (Robertson, 2014). LEGO’s use of the innovation matrix is supported by Satell (2017) who believes that there is ‘no one true path to innovation’ and that innovative businesses should have a portfolio of innovations in Satells’ four quadrants - Breakthrough Innovation, Sustaining Innovation, Basic Research and Disruptive Innovation. 
‘Another consideration associated with innovation as a process is the new product development (NPD) process’ (Kahn, 2018). ‘A commonly accepted NPD process is the Stage-Gate process, which aims to identify crucial process steps and checkpoints, and in doing so provide a blueprint for moving projects through different stages of development’ (Cooper, 2008). However, a number of these stages tend to be areas such as idea generation, technical development, testing etc. The fact that the potential products are submitted and judged by ‘customers’ means products move through the stage-gates quicker than normal. The Chaordix website stated that LEGO Ideas ‘reduced the time to market for new LEGO kits from two years to six months’. 
Your report should also provide your own critique of the whole innovation process – and an evaluation (to the extent to which one is possible in the case of very recent innovations) of the success of your chosen innovation  
The innovation process for the development of LEGO Ideas has been hugely successful. However, ironically, a contributing factor towards the success of LEGO Ideas was actually a major mistake. But it is how LEGO dealt with the mistake, which led to the success of LEGO Ideas. During another crowdsourcing project – LEGO Mindstorms – users managed to hack into the code and change the products. LEGO had two options, either (try) to beat them, or join them. They decided to join them.
In ‘Eat, Sleep, Innovate’ (2020) the ‘formal definition of innovation has five simple words: “Something different that creates value”. (Anthony et al, 2020). Based on this definition, LEGO Ideas was definitely a success. It was something different (using different platforms) which has led to continued success in terms of sales, adding value to the business financially, and in terms of building customer relationships and engagement. 
As digital channels (including websites) continued to develop as key marketing channels, the conversation needed to become a two-way discussion. All the decisions about LEGO products were previously made by the in-house LEGO experts. These new marketing channels now meant that LEGO fans had a voice, and LEGO needed to listen. 
The marketing channels also provided them with another opportunity to understand their customers. As David Robertson said in a 2021 MIT Sloan Management School article, Innovation in existing market: 3 lessons from LEGO, “You try to understand who your customer is, what they care about – that’s the way we should think about innovation.  You need to be dating your customer, not fighting your competitor’ (Stackpole, 2021). 
However, it is about finding the right balance. A contributing factor to LEGO’s struggles in the 1990’s was that fact that they ‘lost sight of its core – physical construction based-play’ (Stackpole, 2021). The times were changing, and LEGO needed to ensure that they kept up with the pace of change, whilst sticking to their core. With LEGO Ideas, they had the opportunity to develop their digital offering, and continue to build customer engagement, whilst also sticking to their core of ‘physical construction based-play’ (Stackpole, 2021). 
As mentioned earlier in this report, there were several barriers and potential risks to the innovation process, but the majority of these have been overcome. The process hasn’t always been perfect. LEGO needed to produce clear guidelines as fans pushed ‘the products beyond their intended limits’ (Antorini, 2012), which they did. LEGO also needed to change their internal processes as ideas were now being submitted by customers, as opposed to the design team. The dynamic within LEGO changed. They had traditionally been a very private business, but now their movement towards open innovation has potentially ‘relegated the design teams. How does LEGO plan to deal with potential dissent from its own designers? As the company moves forward with crowdsourcing, it must be cognizant of this and several other unintended consequences’ (thisisapseudonym, 2018).
So, was LEGO Ideas a successful innovation? These two final pieces of evidence would suggest it was. Firstly, the time to market for LEGO kits was reduced from two years to six months. Secondly, ‘in just under 10 years, 36 new LEGO kits have been developed from the LEGO Ideas community. All were best sellers, with 90% selling out in their first release’ (LEGO Co-creates Crowd Favorites on a Global Scale | Chaordix). ‘Profit for the year amounted to DKK 6.1 billion in 2013 and operating profit to DKK 8.3 billion. Also, the company stated that new products generate 60% of the total sales for the company every year, LEGO noted that “an innovative and consumer-oriented development process is a fundamental parameter to the continued success”’ (Avasilcai, 2015).
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