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"Imagination is more important than knowledge"

(Einstein)

The strategic context

Today, strategic theory is a familiar concept to first-

year students of any business school. A business that is

successful over the long term should ideally position

itself as a leader on a strategic segment that is profita-

ble and growing, which will eventually enable it to get

a plentiful source of cash to finance future growth on

other segments. According to the theory, this star posi-

tion can be achieved either by snatching it from an

already-established leader (risky and costly), or by set-

ting oneself up as the leader of a business created

through innovation.

Once the innovation is established on the market, it

should be defended by sufficiently strong barriers (cost

position, technology, control of distribution, etc.) to

both discourage competitors and generate  good mar-

gins. For example, innovator Intel is still highly profita-

ble, in contrast to AEG-Telefunken, a now defunct follo-

wer.
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The everyday reality of business shows that the innova-

tion route seduced managers a long time ago. You

have to be an innovative leader and (above all) often be

perceived as one. It is rare for an annual report not to

explain that a substantial proportion of the year’s sales

was earned with products that did not exist three or

four years ago. The discourse is often fairly vague about

what is meant by « new », sometimes allowing the

cynical to suspect a certain inflationary flexibility in

the definition of the term. Basic reality is still reinfor-

ced: true innovation is a key driver of competitive suc-

cess and hence of profitability.

Faced with the need to be competitive on the world

stage, the key criterion of the power of innovation

shows that Europe (and especially France) is worryingly

lagging behind compared with other continents and

countries. France talks a lot about innovation, but the

facts tell a different story1: there is not a single French

company in the top 50 companies regarded by their

peers as the most innovative in the world.

Furthermore, a mere eight European companies are on

this list (four in the UK, two in Germany, one in the

Netherlands and one in Finland). In 2006, 2.1% of

French GDP was spent on R&D, placing the country

behind Germany (2.49%), the United States (2.68%)

and way behind Japan (3.15%).   
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1 Key figures from the study « For a new vision of innovation »,
conducted by Pascal Morand and Delphine Manceau of ESCP-EAP for
the Ministry of Economic Affairs and Finance, April 2009.
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In this context, what levers should organizations pull

to open up to the world and prepare to multiply their

capability to innovate?    

Four stages, from the origins to 
« innovative linkages2 » 

For a long time innovation was viewed as the outcome

of scientific research. Starting as a « one man show »

performed by a research team, like plays with a single

protagonist in the Middle Ages, innovation gradually

became a « duo » of marketing and R&D. It opened up to

other disciplines to embrace « opera », as music pene-

trated the world of theater to produce musicals invol-

ving many actors, dancers and musicians. These deve-

lopments progressively enriched and diversified the

styles of innovation within business, and today we are

now entering the era of « innovative linkages », invol-

ving an increasing number of players both in-house and

outside.

• « Solo innovation » 

The first stage, from 1876 to the 1950s, was « solo

innovation » or « R&D innovation ». This is mainly the

« Gutenberg innovation » principle, based on a disco-

very that was arguably the greatest leap forward of the

second millennium.

2 Source: « DNA of the innovative business », I. Denervaud and 
O. Chatin, Pearson Editions, August 2009. 
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Corporate management then focused on integrating its

functions and gradually developing the project system.

The center set up by Thomas Edison3 in 1876 was cer-

tainly the most emblematic precursor of this. Innovation

was structured around an R&D department integrated

into the business and focusing on technology, which

gave the R&D department enough creative material to

update the businesses’ products and services. It was

very much a supplier’s market: the offer stimulated a

rather predictable demand, based on a fairly slow spread

of the technology. The « price » dimension became pre-

dominant in the purchasing process. The regular spread

of the Ford Model T, for example, was facilitated and

energized by a price that was affordable to a growing

number of consumers.

• « Duo innovation »

The second stage is « duo innovation » or « R&D AND

marketing ». During the 1960s and up to the 1980s,

these two protagonists got to know one another and

gradually established a common dialogue within the

business. This period was characterized by the intro-

duction of strategic-planning methods and manage-

ment of project portfolios, and by an increasingly

sophisticated role of marketing, a recent discipline in

France which rode on the back of the consumer society

that emerged after 1968.

3 American inventor and founder of General Electric. 



With the relative stagnation of technological innova-

tion, businesses had to adopt « duo innovation » as

marketing progressively took on a more prominent

role. Innovation models began to include short-term

requests for improving products, as a result of custo-

mer surveys conducted by the marketing departments

of business units (market pull). They also incorporated

risk projects involving major changes and competitive

advantages (techno push).

As a combination of technological innovation driven by

R&D (techno push) with targeting campaigns by the mar-

keters (market pull), « duo innovation » relied on a more

balanced relationship between supply and demand. If

demand was predictable (calculable), the balance of

power between supply and demand was influenced by

abundant supply, owing to regularly increasing competi-

tion. Developments of audio-visual products illustrate

successive « duo innovations », from the valve radio to

the OLED flat-screen television set.

• « Opera innovation »

The scene was now set for the revolution in business

organization to begin. The 1990s thus became the back-

drop for « opera innovation », with a cast of many cor-

porate players. It comes in the guise of « open » or dis-

tributed innovation, in the sense established by Henry

Chesbrough. The innovation play therefore succeeded

in evolving and over time involving a growing cast of

actors, varying in line with the cultures and playing

fields of innovation.
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Innovation was then designed to allow and exploit the

changes occurring in the environment and made the

business’s boundaries more porous than hitherto. 

« Opera innovation » led to the establishment of a

genuine innovation market, which could be bought and

sold, against a background of information technology

and tough, globalized competition. It witnessed the

emergence of more volatile and erratic demand and a

reversal of its balance of power with the supply of pro-

ducts and services onto the market. Demand stimulated

supply, which had to satisfy a third criterion: deadline.

Bringing products quickly to market actually became a

differentiating factor in its own right; people wanted

price and quality but most of all they wanted a good or

service that was available immediately. The « emotional

quality » of the offering also helped to improve the pro-

ducts’ « functional quality ». Nokia’s global success is

very much a result of « opera innovation ». 

• « Innovatives linkages »

From this perspective, a new innovation model is emer-

ging today: « innovative linkages », the fourth genera-

tion following on from solo, duo and opera innova-

tions, already integrated into the business. It gene-

rates – or regenerates – behavioral patterns impacting

the capability to innovate, revealing the fundamental

transformation that business is undergoing in its rela-

tionship with innovation and its external environment.

The business external ecosystem becomes involved in the

management of R&D and innovation. Employees and

consumers become actors, co-creators of innovation.



Suppliers and even competitors are innovators and get

involved in innovative projects. Indeed, the « price »

and « quality » benefits to be offered to the consumer

mean that the business has to work constantly on its

economies of scale, its capability to cut the unit pro-

duction cost of its innovations. 

Its levers are: critical size (number of innovations produ-

ced); the extent of its distribution network (number of

innovations sold); optimization of its investments nota-

bly in R&D to develop innovation; traceability and

control of the components of supply (functional, emotio-

nal). The « deadline » benefits imply incorporating pro-

duction, reducing latency times and optimizing flows at

each stage of the innovation cycle (research, develop-

ment, testing and launch of offerings). 

As an example, the car industry is one of the industries

feeling most keenly this delicate equation of price, qua-

lity and deadline, crystallized by a consumer who is

increasingly demanding in terms of buying habits,

short product life cycles, at the mercy of fashion effects

and even changing fuel and raw-materials prices. The

industry has to continually strive to do it better, chea-

per and faster. It is through a successful staging and

the interpretative skill of the players in the industry

(customers, suppliers and competitors) that the busi-

ness can optimise the advantages of its innovations for

customers, in this triple equation of cost, quality and

deadline. The American car industry naturally finds it

harder to respond to the wake-up call, as it has long

made little effort to innovate.

From EInstein to the Magic Flute 7 n



Today, the reality behind innovation seems much more

complex than it would appear from the measurements

comparing the performance of countries in R&D or the

dynamism of the SME fabric. But how can we modernize

the interpretation of innovation and its performance?

While almost all the major French businesses place

innovation at the heart of their strategic priorities for

20094, one particularly original approach that is suited

to « innovative linkages » stands out: alliances. 

Alliances, or how to combine the
improbable 

While conventional R&D is going through some iden-

tity crisis, business has opened up to the outside, using

various alliance scenarii and forming occasional part-

nerships for ad hoc projects with a formal legal status

(joint-ventures), or even a merger/acquisition ratio-

nale (external growth). These alliance mechanisms are

not new but they have been increasing for nearly

thirty-five years. For instance, the number of alliances

in France grew sevenfold between 1989 and 1999. This

concept has spread, diversified and multiplied over the

past fifteen years. 

Meanwhile, the « opera » and « innovative linkages »

generations have introduced new players to the inno-

vation process, such as designers, sociologists and

4 2009 survey by the Innovation Management Observatory
(BearingPoint, TNS Sofres, Expansion, Ecole des Ponts Paristech) or
the « Observatory ».
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anthropologists, bringing emotion and the fundamen-

tal trends of society into the process. These genera-

tions have established a genuine market in innovation,

in which it is bought and sold. Despite the strength of

their internal R&D, most businesses do actually have to

go and find innovation elsewhere. For instance, telcos

form even closer links with network equipment manu-

facturers, medias and services. The pharmaceutical

industry was revived through the linkages forged with

the biotechnology industry. By its very essence, innova-

tion is a crossbreed, and opening up to the outside has

become a survival issue for concerned businesses. This

period has also introduced the need to anticipate the

moments of discontinuity to come and the associated

moments of uncertainty, notably in the form of 

« future scenarii » or story-telling type approaches.

These projections limit the complexity of the uncertain

future to a few extreme scenarii and match them to

priorities and major innovation programs, which

include R&D as an important component.

Innovation incarnate 

Innovation management is a sensitive discipline that

relies on a delicate balance between the commitment

of general management and internal facilitating arran-

gements. Sponsorship of innovation is crucial to

controlling it. While the commitment of general mana-

gement is an essential factor for starting up the inno-

vation mechanism, it is no substitute for an internal

facilitating network, with named go-betweens within

From EInstein to the Magic Flute 9 n



the business. There is no easy answer and the CEO has

to fully play his role here to direct an issue that is

essential but complex and with no clear right answer.

The many different arrangements in innovation mana-

gement bear witness to this. The results of the

Observatory5 show for example that not all firms agree

on who should undertake this responsibility. While

two-thirds of businesses think it is important to have

an identified manager devoted to innovation manage-

ment, the function itself is still identified rather

vaguely. Some businesses see the « head of innovation

management » as an innovation visionary, someone at

the top level of the business, solely responsible for

charting the course of the business and inspiring it

with energy and the right state of mind. Others consi-

der it more relevant to have a network of internal

innovators responsible for « evangelizing » innovation

within the group, reporting directly to general mana-

gement or to an ad hoc facilitator who may also have

other duties. Views differ, therefore. Half of businesses

have someone solely responsible for managing innova-

tion, and in a quarter of these that person is at the

most senior level of the business.

The situation here is specific to the sector, size and cul-

ture of the business. Danone  does not innovate in the

same way  as Microsoft or Louis Vuitton.
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5 2009 survey by the Innovation Management Observatory
(BearingPoint, TNS Sofres, Expansion, Ecole des Ponts Paristech) or
the « Observatory ».



The role of the CEO, a Mozart-like conductor, once

again seems to be key to the strategic success of the

innovation business. Sony was a remarkable business

with innovative growth and profitability as long as Akio

Morita was at its helm. The rest is history. Steve Jobs,

the archetypal innovator, has always played that role,

and financial analysts looking at Apple shares are quite

right to start off by asking after his health.

The most important thing for the shareholder is natu-

rally for the business to stay innovative, independently

of a one-off genius like Akio Morita. Many businesses

have managed to do so over long periods, often

through internal promotion of brilliant managers, sen-

sitive to human skills and steeped in the corporate cul-

ture. For instance, this was long the case in 3M and

Merck. It is still the case at L’Oréal, Essilor and Air

Liquide. Conversely, changes can be brutal, such as for

Motorola, or even fatal as at Polaroid or the original

Bank of America. 
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The responsibility is so great that it is placed at the

highest level: the main challenge of Boards of Directors

is always to prepare a successor and continued and las-

ting success. In the case of an innovative business this

will require all the more time, wisdom and judgment.

The best managers will perhaps be those who unders-

tand both opera and linkage innovations.

Olivier Chatin I Isabelle Denervaud 
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« The difficulty lies, not in the
new ideas, but in escaping
from the old ones which ramify
… into every corner of our
minds. »

John Maynard KEYNES
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