Innovation through people

Rethinking the role of HR in corporate
Innovation

Over thirty years ago, the celebrated Americanstteian, Dr. W. Edwards

Deming, taught us that the answer to quality wagite into the problem-
solving talents of ordinary employees throughoatdlganization. Why has it
taken us so long to figure out that innovation $thdwe approached the same
way?

For a great part of the Industrial Revolution, camps believed that the way
to drive up productivity and efficiency was to stiareduce the discretionary
decision-making power of first-line employees. Tdea was that it was the
“‘expert” who was paid to think, and to figure ootha particular job should be
done. Ordinary workers, on the other hand, were faido”; they were given
lock-step procedures to follow, and were expedateziatry them out blindly and
without questioning.

Then, in a radical departure from that paradignmibg and others came
along and said that management should teachdwst-employees about
statistical process control; that they should distualeashpeople’s
discretionary decision-making power; that doingwealld deliver a positive
return on investment. Thus, the quality movemers b@n, initially heralding
Japan’s rapid economic rise, and later revolutiogithe relationship between
American manufacturers and consumers.

Ultimately, it wasn’t companies that improved protiguality and customer
satisfaction to previously unheard-of levels; isvilaeir people. It was ordinary
employees who made the quality movement happeswlide, it is ordinary
employees who can makeovationhappen, but only if the companies they
work for are willing to unleash the power of themaginations — only if these
companies make a concerted effort to teach anduesng®e their people to be
iInnovators.

Is that really possible? Think about it for a mom&y definition,
anything that was made by human beings can be eddmghuman beings. If
we were capable of inventing the modern industrighnization, then we are
also capable akinventingit. Sure, big organizations are often parochial,
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arrogant and overly bureaucratic. But, with somie ltbey can become
curious, experimental and resilient. Even gigartig)dred-year-old
corporations — like General Electric and Procteraftble — have
wholeheartedly taken on this challenge, and theyalieady achieving
extraordinary results. If companies like these rmake the transition, so can
yours.

An “all-the-time, everywhere” capability

At the heart of Deming’s vision for total qualityamagement was a single
sentence; four little words that had the powerttange the way the whole
world did business. That sentence was: “Qualitgtstaith me”.

In an economic era where innovation, not qualgythe key competitive
weapon; where wealth-creation will come from raliiyceeinventing core
management processes to unleash the imaginatieveof single employee;
the quality movement’s famous mantra must be repné¢ed for a new age.
The only way to dramatically increase an organires capacity for
Innovation is by turning thousands of ordinary emgpks into extraordinary
innovators, and the cornerstone for making thapeapvill be a deep,
company-wide understanding thatfiovationstarts with me”.

What companies need is not merely a pro-innovatiordset, or better
brainstorming techniques, or “hot teams”. The @ralk is not about quickly
coming up with a few new products or services tiotlge sales curve moving
upwards. It's about making innovation an “all-thwe, everywhere”
capability — a completely new corporate way of. lifss about making
innovation deep, systemic and self-sustaining —esldimg it as a core
competence that permeates everything a company ido®gery corner of its
business, every single day. It's about infusingehtre lifeblood of an
organization with the tools, skills, methods andgasses of radical
innovation.

People and Skills

To succeed at creating innovative business prosessan innovation
culture, companies need to bury the idea of innomas a sequestered
capability (i.e. R&D, New Product Development, SkiWorks, Corporate
Venture Funds), and instead learn to mobilize andetize the imagination of
every single employee in the company, every sidgie
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It's quite well-known that when you ask ordinarymayees how much of
their brainpower they are using in their jobs, ty@cal response is something
like 20%. Well, what if we could add, say, anothé%b to that, or even more?
Imagine if you could capture all of that hidden We&hat sits inside your
organization in the form of latent imagination +thht passion and energy
that was never turned on because your companytddré the right
processes, mechanisms and systems for fosteriogation; indeed, because
your managerial principles were positively workigginst that kind of
contribution from people.

“But wait,” you might say, “can ordinary employeeslly become
extraordinary innovators?” Yes, they can. Expemesitows that with the
right training, the right tools, the right motivai and the right mechanisms —
such as discretionary time allowance, an open nméokédeas, easy access to
iIncremental seed funding, and structures for memand support — you can
dramatically raise the innovation potential of jabbut anyone. Decades ago,
Toyota showed that quality could be pushed to weatented levels by
investing in the problem-solving skills of every glioyee. Likewise, it will be
companies who invest in their employees’ capaaitycfeativity that will
raise the bar — and eventually take the lead karetmerging Innovation
Economy.

Where a lot of organizations went wrong with inniima in the past was in
failing to recognize the need to teach people skelis. They may have
created an electronic suggestion box, or some ¢iaiming sessions, or a
corporate venture fund, or an incubator, but theyen really changed
people’s mental models. They never gave their erddile employees the
right mental equipment — the “perceptual lensetiat would allow them to
challenge industry orthodoxies, to process whah&nging in the world and
find new opportunities in all that change, to lega competencies and assets
in completely new ways, and to develop a deep @whakeding about
unarticulated customer needs. They never gave @dopltools for building
those kinds of insights, for “crashing” differerategories of insights together
to generate radical, game-changing ideas, andifoing ideas or idea
“fragments” into workable business concepts. Arel/thever took the trouble
to develop these innovation skills in every parthaf organization, from
administration to manufacturing to leadership.

If you cling to the notion that innovation is soimety enigmatic and
ethereal, and that an electronic suggestion bdxsathehow pluck ideas out
of the ether like a radio antenna, your company®myation efforts will not
get very far. But once you accept that innovatsoa skill that can bught
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you can begin to seriously tap into and maximizel#tent innovation
potential throughout your organization.

Whirlpool, the global appliance manufacturer, dic toy launching a
company-wide training program aimed at developingj distributing the
mindset and skills of innovation. The program waslempossible by
reallocating existing training resources insidedbmpany, and by making
sure that e-learning augmented face-to-face trgiagway to spread new
skills throughout the company as quickly and cdtiently as possible.

Facing up to the challenge

Making innovation a systemic capability is goingomone of the
toughest challenges your company has ever takelt'©going to require
considerable effort over several years and acresg/mifferent dimensions.
It's going to take a significant percentage of yoegources and 100 percent
of your commitment. And it can’t be done unless’y@willing to
fundamentally challenge and radically rethink yooimpany’s organizational
and managerial DNA.

Here are two places to start :

Rethinking the organization chartFor decades, organization charts
have reflected the outdated notion that it is ingdade or even dangerous to
innovate in a company'’s core business. This hastbmnovation to live in
a disconnected “ghetto” (i.e. R&D, New Product Depenent, Skunk
works, incubators) where it neither involves ndeats the rest of the
organizationMaking innovation a pervasive and corporate-wide
capability calls for new structures that actively bster cross-boundary
interaction and that distribute the responsibility and expertise for
innovation throughout the company.

Ask yourself:

Do we have a management infrastructure for innowatiat spreads
the responsibility through every level of the ongation and
involves everyone in the company? Or does our azgaan
structure continue to make innovation the exclusagponsibility of
specific departments or groups?
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Which steps has my company taken in the last yearaiximize
cross-boundary interaction and encourage previaustpnnected
groups to trade ideas and competencies?

What are we doing to facilitate direct, person-erson
communication across the organization rather thpaand down
traditional chains of command?

Creating an open market for ideatn many companies, new ideas are
stifled by a corporate climate that cuts off irgetual oxygen, discourages
change, and demands conformity. The “immune systemiich
organizations tends to attack new ideas like foreigyanisms which are
threatening the host. The antidote: companies wdntt ¥ get serious about
innovation need to break the monopoly that closethe executive suite
from new ideas percolating in other corners ofdbmpany. To encourage
innovation, they need to create a culture wher@a@y- from anywhere in
the organization — can voice an idea and, if itisrderesting one, obtain
fast, easy access to capital and talent for pughiigdea forward.

Ask yourself:

Is my company building an “innovation democracy’es ideas
really can come from anyone and anywhere, botlklénand outside
the company?

Have we changed our management systems and pretesseate
an open market for ideas, based on the understatitanh that there
are potential innovators everywhere in the company?

Does our management truly believe, deep down,‘tmdinary”
employees can be a source of extraordinary innmvati

What have we done to communicate — both in wordimuoed -
that everyone at our company is expected to ineGvat

If a person or a group comes up with an idea, hasy er difficult

Is it for them to get access to funding and top ag@&ment support?
What have we done in the last twelve months to gadae
Imagination, know-how and resources of people datsur
organization?
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A new role for Human Resources

All of this repositions the role of Human Resourcgs soon as a company
recognizes the strategic and economic value oflimgjla corporate-wide
innovation capability, HR automatically moves toisr stage.

The new role for Human Resources must be to helrgamization
unleash the full potential for wealth creation tisdatent in its human capital.
In many cases, this includes:

- designing an innovation curriculum
- establishing an innovation training center
- supporting other related innovation initiatives

Dr. Liisa Valikangas, Managing Director and Reskddwrector of the
Woodside Institute in California, says, “HR profiessls can add value by
creating a company culture where everyone in timepamy is responsible for
innovation — whether as an innovator, mentor, manay a team member.”
To make this possible, all of the company’s HR eyst — pay, spot awards,
the long-term incentive plan, the balanced score chjectives — should be
hardwired into the organization’s innovation stggteOne example is the
employee performance reviews. These regular agisastould help each and
every person in the company understand the limkdeet their own individual
performance (as well as compensation) and thenat&it of the company’s
innovation strategy.

Companies that want to make innovation a core ctenge should also
ensure that HR builds this objective into its re&onent strategy. Innovative
companies put the emphasis on finding and devajgpaople with the “right
stuff”. One of those companies is Procter & Gamil®owing that P&G is
trying to build and actively reinforce innovatios a corporate-wide
capability, Bill Reina, director of global talentgply, has profiled precisely
the kind of people P&G is looking for, and has madee his HR people are
trained to sift out the most innovative recruitmeandidates. Before
applicants even get as far as an interview, theygaen a batch of problem-
solving tests to help recruiters determine whetinerot they can approach
challenges in a creative way. When considering weapplicants have done
so far in their lives, recruiters are also searglior things that indicate a
willingness to embrace and commit to innovatiord soncollaborate with
others in a result-focused way.
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Once people get through this screening and hiringgss, the goal is to
develop their innovation talents through trainihgttreinforces this capability.
Remember, General Electric became famous for ittdwabdass leadership
development. What's to stop your company becomamgolus for developing
world-class innovators?

Culture and Values

Let’s face it, most corporate cultures don’t fosterovation, they get in
the way of it. Talk to successful innovators irgkucompanies, and you
usually hear a familiar story: “I succeeded desthieesystem”. Even more
troubling is the fact that most peo@epectnnovation to happen that way.
They know that the “system” is only doing its jolit's there to enforce
conformance, alignment and continuity, and thereedbrcourseit will
frustrate the new, the unconventional, and thestete Nobody is horrified
by the idea that innovators have to bend or breg&rozational rules; that
they have to go around a lot of people, or go fatealth” mode to get
things done. They accept this as a normal partgdrozational life. Yet if
somebody said, “We ship world-class products oetyday despite the
system,” or “We delight thousands of customersewawnth despite the
system,” we’d think their organizations were abtugo belly up.

If would-be innovators can only succeed in an oizgtiondespitethe
system, then by definition innovation is not a eyst capability in that
organization, neither is it a core value that isglg ingrained in the
corporate culture. Values don’t come from a “valsegement”. The fact is,
many companies list innovation as a core valu@eir corporate mission,
but subconsciously reinforce a culture that inkiliit That's why would-be
innovators usually have to fight their way herdig#hrough an
organizational minefield to push their ideas foravar

Talking about innovation — using it as a slogaanmadvertisement or on
a corporate letterhead — doesn’t make it a valadués are not things you
say. They are about who you are. They define thefb@n organization
holds deep down about what is important and rigin, they drive the way
its people behave on a consistent basis. It's atedglcrucial to make this
distinction.

Innovation can only become a true value in a complarough collective
learning across all its levels, functions and besses, usually over
considerable time. People need to not nestrthat ideas are welcome “from
everyone and everywhere”; or that rule-breaking rggtdtaking are
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encouraged, or that ideas are allowed to fail vathiecurring punishment,
they need t@xperiencehese things every day. That's when a corporate
value becomes tangible enough to guide patterbsludvior across the
entire organizational culture.

Commitment and perseverance

Making innovation a deep capability usually regsiieemassive, broad-
based effort over a period of 3 to 5 years. Bt thiexactly what companies
went through to institutionalize things like TQMan manufacturing, ERP,
CRM or Six Sigma. And the rewards that will comanfrmaking innovation
a deep core competence will be at least as signtfid not much more so.
Any organization that has struggled with these &iofichallenges knows
that building a corporate capability takes commiitrend perseverance. It
can’'t be done with a quick fix or a silver bullBut it can be done.

However, in many cases it means radically reinngntine entire fabric of
a company. It means changing leader accountahititydevelopment,
cultural values, resource allocation, knowledge-ag@ment, rewards and
recognition systems, traditional hierarchies, measent and reporting
systems and a whole host of other management geacind policies. What
Is needed was a huge and permanent transitionetamrphosis — from a
culture based on managing and controlling peop&edolture based on
unleashing brainpower, removing barriers, settipgeed funds and
fostering collaboration.

This may sound like a gargantuan task, and indaedBut, to be frank,
you don’t have any other choice. There is no platf four company is not
taking innovation seriously, its days are numbeiidak pace of innovation
in the external environment is already going hypecal. Procter & Gamble
estimates that the pace of innovation in consummiycts alone has
doubled in the last 10 years. This means thatdlce pt which you refresh
and reinvent your products, services, strategidsasiness models must
accelerate accordingly.

The truth is, the most important race today isthetrace to grow
earnings faster than the industry average; it'sdlce forrenewal— the race
to change as fast as the environment is changowndryou; the race to find
new sources of profit before the old ones disappkarrace to reinvent your
strategy and your business model before they beosealete.

Organizations that are not positioned to keep up this race by virtue
of their capacity for innovation will have a verery difficult time. Simply
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put, the faster your company deploys HR as a catiyeetveapon to build a
deep, corporate-wide capability for innovation ltiedter.
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