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W2 Types of innovation 

Readings: 

 Reading: Types of Innovation: Several Types on Many Fronts 

 Case: Apple Inc in 2015 

 View: Innovation at Procter & Gamble: Interview with Mr 

A.G. Lafley (Chairman & CEO) 

 View: Creating an Innovation Mindset: Vijay Govindarajan 

 

1.1 Types of Innovation: Several Types on 

Many Fronts 

 Innovation definition: the embodiment, combination, and/or 

synthesis of knowledge in original ,relevant, valued new 

products, processes, or services 

 

Incremental and Radical Innovation 

 There are generally two types of innovation: incremental and 

radical 

 Incremental innovation exploits existing forms or 

technologies. It either improves something that already exists, 

making it ‘new and improved’, or reconfigures an existing 

form or technology to serve some other purpose. 

o e.g. GPS locators in most cars is an example of 

existing technology adapted to a different purpose 

 Radical innovation is something new to the world and a 

departure from existing technology or methods. Breakthrough 

or discontinuous are often synonyms for radical innovation. 

Radical innovations have the potential to displace established 

technologies or create entirely new markets. 

 

 (Sustaining and disruptive forms of innovation)  

o Harvard professor Clayton Christensen uses the 

terms sustaining and disruptive to describe 

innovations.  

o Sustaining technologies can be radical or 

incremental in nature but they all improve the 

performance of established products 

o Disruptive technologies bring a very different value 

proposition than had previously been available. They 

create new markets. 

 

  Incremental innovation: reconfigure an existing form or 

technology to serve another purpose 

o Companies can leverage their current know-how and 

technologies to serve new markets and to create new 

lines of business. 

o This is what APPLE has done with iPods: thinking 

beyond its currently served markets and utilising its 

current technological capabilities.  

 A specific definition of radical innovation by researchers at 

Rensselaer Polytechnic Institute, innovation has the following 

characteristics:  

o An entirely new set of performance features, 

o Improvements in known performance features of five 

times or greater, or 

o A 30% reduction or greater reduction in cost. 

(Also may add to the list) 

o A change in the basis of competition 

 

Innovation timeline 

 Incremental and radical innovations go hand in hand. 

 The course of innovation is generally characterised by long 

periods of incremental innovation punctuated by infrequent 

radical innovations. 

o Progress is made through small incremental 

improvements until radical innovations appear. 

Progress then takes an abrupt leap forward and 

incremental innovation then resumes.. 

 

 Radical ideas take a long time to germinate and develop 

 Before incremental innovation follows the radical idea, 

Michael Tushman and Charles O’Reilly have described a 

period of ‘technological ferment’: ‘During this period of 

ferment, competing technological variants, each with different 

operating principles vie for market acceptance. The 

competition occurs between existing and the new technology 

as well as among variants of that new technology.” 

 The period of ferment is one of confusion and uncertainty: 

o Producers do not know which new course to follow 

(e.g. Mac or Windows OS) 

o Customers are paralysed over choice between staying 

with old technology, switching to new, or waiting for 

something better.    

o Once the period of ferment ends and dominant 

technological format emerges, incremental 

innovation and improvement resumes. 
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Factors That Favour Incremental Innovation 

 Radical innovations have the potential to change the basis of 

competition in favour of the innovator 

o There is evidence that the greatest profits and 

greatest source of future competitive power are found 

in radical innovation   

 Radical innovation poses several serious challenges: projects 

dedicated to radical innovation are risky, expensive, and 

usually take many years to produce tangible results.  

 According to research by Leifer and his colleagues, radical 

innovation projects require at ten years to show tangible 

results. 

 To be successful, companies must have the patience, 

determination and budget to support these long timelines.  

 Radical innovation is associated with risk, expense, and long 

time lines. This encourages most established companies to 

pursue incremental innovation which is safer, cheaper and 

more likely to produce reasonable results within a reasonable 

time.  

o By one estimate, 85-95% of corporate R&D 

portfolios are made up of incremental projects 

 Systematic incremental innovation provides business units 

with steady streams of new, improved and varied products and 

services they need to grow and stay competitive. 

 Incremental innovators must be wary of two points: 

 

1. Avoid the ‘more bells and whistles’ syndrome 

 Under pressure from marketers, many product developers 

simply add features that few customers really want 

 

2. Don’t put all of your chips on incremental innovation 

 Incremental innovation is less risky and produces results more 

quickly however it seldom can create bridge between current 

and future generations of technology. 

 Only radical innovation will alter the competitive game 

sharply in your favour 

 Must find a balance between incremental and 

radicalinnovation 

 

Process Innovations 

 Innovation is not limited to physical, manufactured goods. 

Process innovations are just as important. 

 Process innovations generally aim to achieve substantial 

reductions in unit costs of production or service delivery. In 

many cases this is accomplished by integrating or eliminating 

process steps. 

 

The Product-Process Connection 

 Creating an innovative product or service is one thing. 

Creating a process capable of manufacturing or delivering the 

new product/service at the price the target market will accept 

is another. 

 Innovation in both realms, of product and process, is often 

connected and some innovative product ideas must await 

process innovation before they can achieve market traction. 

o A breakthrough product often fails to gain market 

acceptance until a low-cost process for 

manufacturing it at acceptable quality levels is 

created.  

 

Service innovation 

 e.g. Dell: offer good PCs but share the same technologies as 

machines offered by competitors. What sets Dell apart is its 

innovative strategy of skipping the middle man and selling 

custom-configured PCs directly to buyers. 

 

1.2 Innovation at Procter & Gamble: 

Interview with Mr A.G. Lafley (Chairman 

& CEO) 

 What it takes to make innovation an everyday practice in your 

organisation? 

 AG Lafley definition of innovation:  

o Historically been defined narrowly by reference to 

product and technology  

o Now defined in terms of how consumers view it and 

experience it.  

o “So for us innovation is the brand in addition to the 

product. It’s the design of the shopping and the usage 

experience in addition to the functional attributes or 

benefits. It is the business model. It is the way we go 

to market and the supply chain. It is the way we 

create a cost structure so we can deliver delightful 

new products at affordable costs.” 

 ‘The customer is the boss’ 

o The end consumer is at the centre of everything that 

P&G do – want the consumer engaged at the front 

end. As soon as P&G have an idea they engage with 

consumers. Ideally want to co-create and co-design 

with target consumer prospects who are more likely 

to become buyers and users of the eventual brand and 

product. 

 Innovation review processes at P&G 

o No two processes are exactly alike. All the critical 

players and leaders are present (e.g. head of R&D, 

head of design, head of consumer understanding).  

o Talk about business goals and business strategies and 

related integrated innovation goals and innovation 

strategies. Try to integrate the innovation strategy 

program and process with the business goal strategies 

and process. 

o Second thing we talk about, and this is a big part of 

our discussion, if we aspire to grow x percent over 

the next five years, do we have the innovations in  


