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Why Measure Innovation?

Companies know they’ll be rewarded for innovation. They’ve seen that product
developers who set the agenda in their market and force their competitors to react have a
distinct advantage. But how do they know if they’re being innovative before they get
invited to accept their industry’s “top innovator” award?

One of the most common questions we’re asked is “how should we measure innovation?”’
It’s a relatively simple question, but one that doesn’t come with a simple answer. There’s
no “silver bullet” way to measure it. First of all, innovation means different things by
industry and by company. It depends on your business strategy and how you choose to
compete. For example, measures would be different for a goal of true market disruption
versus more incremental innovation.

Innovation also has different levels of granularity. It may apply to a product line, a
product, or a feature — each with different impacts and potentially different ways to
measure success. This is without even considering organizations who call process
improvements, safety initiatives, and lean measures “innovation,” which can further
complicate things. With all of the potential variability, let’s step back and talk about why
it’s important to measure innovation in the first place.

Companies want to ensure they innovate and improve their ability to innovate.

Metrics help drive desired outcomes. We find that companies want to:

* Make innovation as systematic as possible

* Have a repeatable innovation capability

* Drive the right organizational behavior

* Achieve more reliable and predictable outcomes
* Improve innovation performance over time

The bottom line is that companies want to ensure they innovate and improve their ability
to innovate. But as our Creating the Environment to Innovate research shares, “A/though
innovation is important and gets a lot of attention, too few companies have a realistic
plan in place to improve innovation performance.” Measuring it is the first step. What
should companies measure, and how? Let’s take a look.

Conclusion

Innovation is clearly important to company success, and what gets measured gets
improved. This makes measuring innovation an important goal. It’s also a challenging
one. There are a number of ways that companies can measure innovation performance by
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outcomes, such as the percentage of revenue from new products, but this information
typically comes too late to make in-course adjustments and improvements.

Another approach is to introduce measures that ensure the environment is conducive to
innovation. Companies can put in place measurements that help ensure the organization
is contributing to innovation and product portfolios contain enough innovation of the
right variety. Organizations can survey whether employees feel they have the ability to
take calculated risks and whether they have the time and space required to innovate.
Metrics can also ensure that their processes and tools allow them to profit from
innovation through effective NPDI.

For any of these metrics to be effective, companies need to have the right process and
data management infrastructure in place, including:

* The right data and a mechanism to gather it efficiently

* Accurate, visual reporting tools and dashboards that they can drill down from

* Honest information and the ability to capture knowledge — especially failures — to
drive future innovation

Late projects and missed deadlines O No central visibility to portfolio investments

Resource shortages, resource conflicts, across the business

and overloaded teams O High percentage of underperforming product

Low revenue growth / margins compared launches

to competition O Poor investment balance across strategic
Low percentage of revenue from areas

new products compared to industry O Meetings spent arguing about the facts
benchmarks instead of making decisions (data integrity)

Portfolio does not deliver against strategic O

iecti Pr ing th iliti f
objectives ocess exceeding the capabilities o

comple, difficult to maintain spreadsheets

Too many tactical, enhancement-oriented O
products

Difficult to fix or kill underperforming or
failing projects

Not enough product ideas

O Too many product ideas to effectively
evaluate

Too much overhead wasted on managing O High uncertainty in portfolio / poor
PPM processes and deliverables (including understanding of risk

gate reviews) O Executives (and others) not able to articulate
priorities and/or innovation strategy

Figure 4: Signs It’s Time to Start Your PPM Journey

None of these can be done effectively with the patchwork of documents and spreadsheets
available to most companies. Without the right tools, companies suffer from some
relatively common challenges, as seen in Figure 4 from An Action Plan to Improve Your
Portfolio. Effective innovation software provides the right infrastructure to enable and
measure innovation. This ultimately helps improve the innovation capability and leads to
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better innovation performance. As Top 5 Misconceptions about Innovation Management
Software concludes, “Implementing enterprise-class innovation tools helps companies
grow revenue by selecting higher value products, reduce cost by improving efficiency,
and mitigate risk.”

Effective innovation software provides the right infrastructure
to enable and measure innovation.
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