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OverviewOverview
•• Sources of Best PracticesSources of Best Practices
•• Leveraging LessonsLeveraging Lessons
•• Evaluating InnovationsEvaluating Innovations
•• Handling VariabilityHandling Variability
•• SummarySummary
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Source of Best PracticesSource of Best Practices
•• Invention vs. InnovationInvention vs. Innovation
•• Patterns & InnovationPatterns & Innovation
•• Bottom LineBottom Line
•• Balance of InnovationBalance of Innovation
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Invention & InnovationInvention & Innovation
•• "Innovation is the introduction of change via "Innovation is the introduction of change via 

something new.something new.”” (Rouse, 1992).  (Rouse, 1992).  
•• "Innovation (is) the process of taking a discovery or "Innovation (is) the process of taking a discovery or 

idea to the market." (Brinkman, 2000).idea to the market." (Brinkman, 2000).
•• ““Innovation is invention, or doing things differently, Innovation is invention, or doing things differently, 

that leads to business success." (that leads to business success." (HeilmeierHeilmeier, 2000), 2000)
•• "Research is the transformation of money into "Research is the transformation of money into 

knowledge; innovation is the transformation of knowledge; innovation is the transformation of 
knowledge into money." (attributed to Bayer).knowledge into money." (attributed to Bayer).



Knowledge and Skills for Enterprise Transformation. 5

Patterns & InnovationPatterns & Innovation
•• Patterns & Pattern LanguagesPatterns & Pattern Languages

–– Pattern = rule or guidelinePattern = rule or guideline
–– Pattern languagesPattern languages == rules connecting patternsrules connecting patterns

•• Patterns are regularities that are discovered in nature Patterns are regularities that are discovered in nature 
or invented by humansor invented by humans

•• Patterns that "work" and hence create change beyond Patterns that "work" and hence create change beyond 
the originators become innovationsthe originators become innovations

•• Creative people discover & create patterns byCreative people discover & create patterns by
–– Consuming large amounts of wide varieties of informationConsuming large amounts of wide varieties of information
–– Seeing connections and distinctions not seen by othersSeeing connections and distinctions not seen by others
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Bottom LineBottom Line
•• Invention and innovation involve discovery of Invention and innovation involve discovery of 

patterns that work and are eventually broadly patterns that work and are eventually broadly 
adopted, if only for a period of time until new adopted, if only for a period of time until new 
constraints are encounteredconstraints are encountered

•• The behavioral and social processes underlying The behavioral and social processes underlying 
this discovery and adoption are common to all this discovery and adoption are common to all 
people whether they are engineers or artistspeople whether they are engineers or artists
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Balance of InnovationBalance of Innovation
•• InsideInside--OutOut

–– InternallyInternally--driven invention & market driven invention & market 
experimentation experimentation èè Creating patternsCreating patterns

•• OutsideOutside--InIn
–– ExternallyExternally--focused benchmarking & identifying focused benchmarking & identifying 

best practices best practices èè Exploiting patternsExploiting patterns

•• ManagedManaged
–– Defined & managed processes to assure Defined & managed processes to assure 

schedule & budget complianceschedule & budget compliance
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Leveraging LessonsLeveraging Lessons
•• Innovation FunnelInnovation Funnel
•• MultiMulti--Stage InvestmentsStage Investments
•• OptionsOptions--Based ThinkingBased Thinking
•• Health AdvisorHealth Advisor
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OptionsOptions--Based ThinkingBased Thinking
• Technology & process investments create contingent 

opportunities for later solution investments
– “Options” for investment

• Usually significant uncertainty regarding likely cash flows 
from later investments
– “Volatility” of cash flows

• Delaying investment decisions -- rather than deciding now --
can be of substantial value
– “Purchasing” options that can later be exercised (or not)

• Value of options increases with projected cash flows, 
uncertainty, and time
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Health AdvisorHealth Advisor
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Client InteractionClient Interaction
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Evaluating InnovationsEvaluating Innovations
•• MultiMulti--Stage CriteriaStage Criteria
•• Balanced ScorecardBalanced Scorecard
•• HumanHuman--Centered DesignCentered Design
•• InnovatorInnovator’’s Dilemmas Dilemma
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Decision CriteriaDecision Criteria
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Balanced ScorecardBalanced Scorecard
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Handling VariabilityHandling Variability
•• HumanHuman--Centered DesignCentered Design

–– Naturalist PhaseNaturalist Phase
–– Marketing PhaseMarketing Phase

•• Staging InvestmentsStaging Investments
•• OptionsOptions--Based ValuationBased Valuation
•• Process ControlProcess Control
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SummarySummary
•• Sources of Best PracticesSources of Best Practices

–– Invention & InnovationInvention & Innovation

•• Leveraging LessonsLeveraging Lessons
–– Funnels & StagesFunnels & Stages

•• Evaluating InnovationsEvaluating Innovations
–– Stages & HumanStages & Human--Centered DesignCentered Design

•• Handling VariabilityHandling Variability
–– Stages & OptionsStages & Options



Knowledge and Skills for Enterprise Transformation. 20


