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Abstract:

This paper aims at investigating of the upstreach asually hidden stages
of the new product/service development projectentifying the main stages
and actions leading to a formal launch of the mtoje of first importance for
companies willing to detect innovation opporturgtend raise initiatives. The
process of emergence of the innovation as welhasotganisational features
which condition them are reviewed and applied tenashepth case study.

As the initial stages are based on individual amdug learning, the
organisational factors which could facilitate oreyent the emergence of
innovative projects are linked to the structure tbé company (organic,
organisational slack, etc...) and to the culturer(le® and innovation culture,
etc...). Recommendations for managers and for fumbsearch are provided
for creating the conditions of the emergence ofouations at the
organisational level.
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Analysing the Conditions of Emergence of Innovative Projects:
Evidence from Upstream Stages of the N P D.

Introduction

This paper aims at the investigation of the upstread usually hidden stages
of the new product/service development projectentifying the main stages
and actions leading to a formal launch of the mtoje of first importance for
companies willing to foster the innovation capaafythe company. To do so,
we intend to investigate what could be the procéssmergence of innovation
during the upstream stages of the innovation aanh fthis process, we will
propose first hypotheses on the organisationalufeatwhich could support
those first stages. Hypothesis will be comparedh e first results of an in
depth case study.

Upstream Stages of the N.P.D.

When new product/services development (NPD) is eored, the attention of
researchers is usually focused on the managemetiteoproject once it is
started. After its official birth, the compositiasf the team, the number of
stages, their content and the learning processes aneong other identified as
having a direct impact on both duration, costs salds potential (Brown, and
Eisenhardt.,, 1995;Easingwood, and Storey, 1995;Titid95;Bitran, and
Pedrosa, 1998;Edward, 2000;Rajesh, 2000;Jeffreyal.et 2001;COOPER,
1990). Having structured development projects &nthowever that they
emerged at some time of organisational life, whpt the conditions of
emergence of project as being determinant forrthevative capacities.

However, the early stages of the process are le®srk What happens before
the project is officially given objectives, time camesources is not clearly
addressed by research. It is usually said thatvemnge projects emerge from
the ongoing flows of activities. Many reasons maglain this relative lack of
interest. First, due to the low level of resoureesed for doing the first
assumptions and experimentations, managerial a®hreh attention remains
low. Second, during its upstream stages, the dpusdat is often leaded by
informal networks of people, making difficult thecauntability of design
efforts. Third, as the projects are not plannethiatstage, individuals working
on them may be considered as diverging from tharosgtion and by so being
endangered. Time spent is taken out of the exiginogects and development
efforts may be perceived by management as diswihie cohesiveness of the
organisation. Not surprisingly, very few researatdrassed the upstream
stages of the NPD. Two perspectives are usuallptadovhen those stages are
concerned.

Following Durieux (2000), it may be considered thaultiple projects
constantly emerge from day to day activities, r@sgl from individual
initiatives. Some of them results from planned@awiand strategies, the other
being leaded informally by employees. All projeate viewed as competing
for getting access to the resources with, as caeseg, the emergence of
some of them. Only the one which fit with firm’'saegies, or with markets
conditions are due to get enough resources to ereg@fficial development
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projects.

At the opposite, the initial stages, very oftenradded as front end activities,
may be considered as managed by people and nataagiag from day to day
activities. Following the initial work of Khuranand Rosenthal (Khurana, and
Rosenthal, 1997;Khurana, and Rosenthal, 1998, KichV&ilemon, 2002), the
front end may be defined as encompassing all theitees that occur before
the first decisions go/no-go are taken by manageém&pportunity
identification, idea generation, product strategynfulation and initial
assessment are identified as having a deep impathe final development
outcomes.

Even though the assumption that management hagptove this stage as the
later, researchers added the concept of fuzzioesst part of the development
in reference to the high level of uncertainty emtewed by teams.

Technological uncertainties, poor definition of gw@duct specification with,

as consequence, a low level of knowledge on thenttd preferences are
impeding the identification of the main issues lid up coming development
(Gupta and Wilemon, 1990). The way development seara managed during
this stage is also considered as a major issua asntext of high ambiguity,

the involvement of internal actors (senior groupsctional groups) and

external actors (clients, providers, etc...) is difft to be achieved (Kim and
Wilmeon, 2002).

Following this statement, researchers and condsltdeveloped tools for
dealing with the different tasks identified duritige stage. Divergent ideation,
like the one proposed by De Bono (1986), developriaais like the House of
Quality (Akao, and Mazur, 2003) and the involvemehtiead users in the
initial stages (Von Hippel, et al., 2006a;Von Hippset al., 2006b) constitute
among other some leverages used to succeedingjalis.

Any of the two perspectives is enough for explagnthe way projects are
emerging. In the first perspective, the early stagfethe projects are made of
random trial and errors, resulting in the allocatmf resources for the most
adapted initiatives. Even though it makes no dothzsthe access to resources
conditions the progress of projects, this streameséarch tells nothing on the
way the projects may fit the required specificiti@he second stream of
research may explain the way the first stage isldda However, if those
contributions make sense when the projects areialffi created by an
organisation, they have not investigated the reagona project was decided.
In other words, the stages that occur before theiafbirth of the project are
not known or even investigated. Multiple reasonsy maplain this lack of
research.

First, the definition of the official birth of a gject is not necessarily easy to
define. Even though no definition was provided befat could be assumed
that, at minimum, three main components may tuformal developments
into an official project. A specific allocation aksources, time or budget
devoted to produce identified efforts is the figndition. The second
condition is made of the creation of a team, mauieetimes of just a team or a
project leader, in charge of defining and leading &ctions identified for the
achievements of the objectives. Underlying thet fivgo aspects, the explicit
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formulation of an objective to achieve should cdost the third condition.
Even if at this stage it may not be possible tanfalise clearly the result
expected, the formalisation of a direction, of &ag vision or even of some
reduced set of instructions may be considered @dhdition for concluding
to the existence of a new product development ptofes the three conditions
are not necessarily due to happen at the same timeguestion of the
occurrence of the NPD projects were not mentiongutévious research.

Second, the upstream stages are due to be moessiniformal. As projects
are not already defined, the idea that the orgaarsanay be willing to
achieve results in a specific area should not besidered as a guiding
principle. During the upstream period, the orgaiseis not already aiming at
finding a specific solution to an identified protle Staff has not even given
sense to certain events in a way that makes arvative project a potential
solution or a way to address specific issues. Tdnsates a tremendous
challenge for research project. Analysing the emmgcg of events requires to
be at the right place to observe something thabtsalready known or even
given sense by the participants. The likelihooalagerving the right events is
by so very low.

Third, the upstream period provides very few oppaties to link specific

actions to success or failures. As innovation mtsjewill be orientated

downstream through multiple action plans by mutiphctors, the links

between the upstream and downstream events areulliffee impossible to
establish formally. This means that establishirggdhuse/effects links may be
demanding see impossible most of the time.

Fourth, the managerial perspective adopted by tlmnstream of NPD
researcher, probably due to the reasons mentidmeeearesulted into efforts
on the formal development process itself, with thederlying purpose to
demonstrate that the nature of the stage, its ngrttee expertise associated to
it may explain reasons for success. Considering lieginning of the
development process is not an easy task. For exan@doper (1994)1
contributed to the idea that one success fact@sreh the generation of ideas
and on their initial screening. This approach ésttie existence of people
having the purpose, time and budget devoted forideas generation. As this
kind of results entails having taken initial deois to allocate resources to
specific purpose, it cannot be considered as tise dtage of the development
process. As result, the description of the firagset are very elusive. Most of
the time, it is often naively asserted that cregtivechniques may foster
innovation (Haapasalo, and Kess, 2002;Andrew, aeodnl 2004;Subin, and
John, 2004;Baker, and Nelson, 2005). Many reasead to reconsider this
assertion.

First, any organisation is keen on spending tineelardget if good reasons are
not provided. This entails a first “non officialtagie were information will be
gathered and proceeded so that a decision may Kem thased on some
rational. Second, the NPD is considered in itselthout integrating the
political involvements associated to it. Succeedingpecific project present
both opportunities for some managers and threatstf@r. This means that in

1 COOPER, R.G., (1994), Winning At New Products, &dd Wesley Publishing Ed.

Eric Stevens , Richard Soparno Page 5/17 23/11/2007



the decision to open a NDP, advantage will be giteethe people who already
produced ideas and first informal experiments whigh be used to get the
initial approval. Third, the NPD are collective pesses. Getting an initial
approval is likely to be the result of sharing asptions with influential
people. By so, even though the project seems tenierging and to start with
some kind of official birth, it should be considére¢hat it was already
underway and that its purpose and content is dyotonditioned by those
initial conditions.

Due to this first analysis, our initial assumptisrthat the early and informal
stages contributes to the official birth of thejpod and by so to the capacity to
innovate. By creating the initial conditions of mas, the upstream and
hidden stages of the project could strongly impattdownstream decisions.
Understanding the conditions by which new projebecomes officially
supported by organisation is therefore of first amignce. In contrast to this
assumption, few empirical studies have been coeduch the generation of
projects.

It is broadly accepted that NPD are achieved thmoaglearning process
(Cohen, and Levinthal, 1990;Gary, et al., 2003;®ll2004;Chanal, 2004).
However, in the upper part of the process, learmsndue to occur with low
levels of budget and time. It means that the imhligi have to transform the
weak signals they perceive from their environmenb iformalised set of
managerial decisions, in other words into an ooty for innovation.
Initiated by Ansoff (Ansoff 1975, (Ansoff, 1990)hé model provided by S
Blanco and C Genet (Ansoff, 1975;Blanco, and Ge2@d4), underlined that
this process is conditioned by two dimensions &erileed in fig n°1: the first
one is the accumulation of knowledge at the indigidevel and the second is
made of social interactions.

Fig n°1: Identification of Opportunities by the Alifjgation of Weak Signals
(Source S Blanco and C Genet, 2004)
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The emergence of an innovative project appeardaetstrongly anchored in
the organisational sensemaking processes (WeickRaberts, 1993). During

the achievement of the operational tasks, the iddal produces an ongoing
flow of interpretations. The interpretation proces¥olds right through the

development process and occurs each time an exepigce of data or an
action remains uncertain. At the opposite of theines --- the recognition of a
given context triggers a learned answer --- ung@gtaneans that no fast and
previously learned answer may suit the contextreésslt, a strong cognitive
activity will produce many options of what could thee appropriate behaviour
--- this action should produce this result ---. Tgreduction of an innovation

could be defined as this creation of new causéhis. Re-interpreting means
that the individual either admits or is obligedadapt their way of thinking

about reality. This corresponds to the creatiorkrmdwledge which aims at
reducing the degree of uncertainty.

Accumulation of knowledge is achieved through sjpediehaviours, usually

associated to learning like production of inferensting them through the
mean of informal and formal conversations, gettinfprmation related to

specific problems from inside or outside sourcean@, 2001;Stevens, and
Dimitriadis, 2004). However, the accumulation ofolrledge realised at the
individual level would be of limited effect when tnshared. Due to the low
level of means expected in the early stages oflévelopment, it is suggested
that the existing formal and informal networks nteve an impact on the
innovative process by opening possibilities foremsing to the appropriate
information, or even testing part of the assumpabmow costs. By selecting
the required competencies, by integrating new mesnbley avoiding the

exclusion of members who must provide an importoritribution and by

supporting informal communication and mutual adpestts, it should be

possible to support and select among the inititditions and nurture one
which offers the best potential.

The organisational dimension of the accumulatiorkrafwledge leads to the
crucial importance of the organisational desigrit@memergence of innovative
projects.

Factors that supports the early stages of the process.

The research in strategy underlined factors thaipsud or prevent the
emergence of innovation. Three levels, inter-orgaional, organisational and
individual are usually identified. Each factor whlé detailed and will be used
for the production of hypothesis.

Inter-organisational level.

Very early, research on the source of innovatioplesised the determinant
role played by providers and clients (Von Hippef8& ; Durand, 1999).

Handfield et al. (1999), investigating the way CGiiey developed its models
Circus et Dodge Stratus, revealed that the prosigeayed a major role in the
design of new cars. In a similar approach, Von Kip{d988) demonstrated
that the users are one of the most important soafceanovation. Their

research, leaded in the sector of scientific imsgnts on 111 companies,
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revealed that 77% resulted from the client’s ctuiiibn.

Those findings put the emphasis of the inter-orgational dimension of
innovative processes. Inter-firms relationshipsitgsthed with the providers or
clients and even sometimes with competitors aratified as a factor which
can stimulate or inhibit the emergence of innowvatprojects as asserted by
Tether (2002). Investigating the inter-organisagionetworks, Kogut (2000)
underlined the existence of network capabilitielso§e capabilities consist in
the ability to access to efficient actors and reses located outside firm’s
borders by using existing inter-organisational abaietworks (Sobrero et
Roberts, 2002). By providing multiple interactiondth the environment in
which organisation is embedded, inter-organisatios@cial networks are
providing information and signals that will be uded initiating or stimulating
projects. Moreover, this sensitiveness to exteenaironment provides access
to external knowledge which will be then absorbgditms and converted into
emerging innovation (Cohen et Levinthal, 1990).

Extrinsic capacities of firms are duofold. Rowlelyak (2000) distinguished
Structural Embedness and Relational Embedness.fiidteone is defined

through density and heterogeneity of the links leetwthe members of the
network. According to this definition, a high ingetion level (density) on

varied and rich topics (heterogeneity) results i@ efficient network

according to Reagan and Zuckerman (2001). In sucdsa, the high level of
coordination between members upholds a high infoanaransfer. By this

mechanism, structural embedness is due to corgribat innovation by

increasing the level of information available anddm the learning capacity.
The relational embedness refers to the qualityhef rielation between two
individuals. As example, the physical proximity ofetwork members

contributes to establish stable relations and ifatés by so the transfer
relevant knowledge and of high value information.

Extrinsic Capabilities framework supports the ustemding of upstream
stages of the NPD. First the existing social nekwoare due to expose
individuals to a scope of information which is det;ned by size and quality
of established relationship. Second, the inforraslihg of individual intuitions
at low costs relies on the capacity to access ternal and external
competencies provided by rich networks. Third, bywvpling divergent
perspective on a viewpoint, external competencidéisenrich the capacity to
provide new solutions to encountered problems. Tiugs can conclude that
inter-organisational mechanisms are due to haveingmact on learning
processes that occurs during the early stageseaddlielopment and by so are
supposed to have direct impact on innovative ptsjec

This leads to formulate the following hypothesis:

- H1: High Structural Embedness has a positive impathatscale of
the development team, specifically in the earlygesaof the development
process, when the informal team is working withteohresources.

- H2: High Relational Embedness has a positive impatihatscale of
the development team, specifically in the earlygesaof the development
process, when the informal team is working withteohresources.
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The link established between firms capacity tordeand inter-organisational
features, revealed that emergence of innovation lmeasupported by the social
embedness of the firm. This statement should rae khe importance of the
organisational features which have been identifieschaving an influence on
firm’s capacity to learn.

Organisational Level

Research on the emergence of innovation highligtitexl importance of

organisational disorder (Alter, 1995, 1999), by ethidivergence may be
achieved. As divergence requires that actors ofditganisation may have
degrees of freedom in their day to day actionsepiance of zones of disorder
by the organisation is therefore required to explaow deviant individuals

may provide new ideas and innovative projects. diiganisational tolerance to
disorder appeared to be linked to three broad factirganisational structure,
culture and slack.

The early contributions on the organisational stme; leaded by Burns and
Stalker (1961) and Mintzberg (1982), underlined itifeience of the structure
on innovation capacity. Organic structures appedcederform better in
uncertain and complex environments such as dynamackets, frequent
technological changes and high level of innovatiGharacterised by a low
centralisation of power and decisions, the empowetmof actors, the
reduction in the hierarchic levels and a low forigation, organic structures
usually leave to their employees a greater degréeedom in their mission.
By allowing a greater flexibility and a greater éveigeneity in behaviours,
they offer multiple opportunities to explore newlwdmns. Similarly, it is
admitted that such organisational feature prevenisnised behaviours and, at
the opposite, fosters the social interactions. Ftbose characteristics, it may
be concluded that organic structures are due tgaupdivergence, the
emergence of alternative solutions and, at leasgvative projects.

Following Thevenet (1993), firm’s culture may befided as: “the range of
conscious and unconscious assumptions, values\adenees shared by the
members of the organisation. This corpus is burinf the experiences
encountered in the day to day business and créatedier to face problems
encountered while running the operations”. Shatimg assumptions, values
and evidences provide to organisational membeosra 6f collective identity

and enable them to give sense to the firm's enwmemt. Organisational

culture determines the level of commitment and imement of organisational
members. By doing so, strong and cohesive cultaes due to unify

behaviours and to orientate them to common ancedhabjectives. In parallel
it appeared to be less tolerant to deviant behasi¢lhevenet, 1993). From
this statement, Alter (1999) concluded that strang cohesive culture may
prevent the exploration of alternative offers anebcpsses by excluding
organisational members identified as “dissidents”.

Organisational slack was identified by Cyert andrdha (1963) as the
unemployed resources and competencies that protod@sns the capacity to
face unplanned events. Donada and Dostaler (206B)irjuished two kinds
of organisational slack. Dedicated slack refersupplementary resources that
cannot be employed in new situations for example wuthe specificities of
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the competencies required, or to the geographamzaltion. Unengaged slack
refers to resources easy to reallocate to othetatipes. Donada and Dostaler
(2005) asserted that the dedicated slack provitesbility when volumes
variations are concerned when unengaged slack mayséd by the company
for generating its own growth. This last form addck may be interesting in the
case of innovation. By offering the possibility factors of the organisation to
explore and lead missions which are not in theirinmabjectives, the
unengaged slack may be considered as a facilifatoleading diverging
operations.

This leads to formulate the following hypothesis:

- H3: Organic features are due to facilitate the emergent new offers
by offering to possibility to actors to be divergen

o H3a: Organic features of the overall organisation isasiated
to exploration behaviours used during the produttad initial
stages

o H3b: At the scale of development teams, organic feature
facilitates the production of divergent solutionsdaby so of
innovative offers

- H4: Strong and cohesive culture prevent the emergehdenovative
solutions all along the innovation process. Theugsohs which will be
selected according to their fit with the existirféeos.

- H5: Due to unengaged slack, innovative companies bell in the
position to let individual to explore new alternadi offerings and/or
processes.

The organisational features described above idefdttors which are due to
stimulate or prevent the emergence of innovatios.dascribed, they resulted
in the freedom given to some individual to explaligergent solutions to
encountered problems. However, the willingnessxjplage alternatives may
be linked to individual characteristics as well.

Individual Level

Previous analysis highlighted that the emergenceradvation was based on
the organisational capacity to capture and proceatliple information and
knowledge. As it is the individuals who have to tcap and proceed the
information, some researchers highlighted the itgrme of individual
creativity in innovative companies (Amabile, 1996upart, 1994). Being able
to generate new ideas and divergent thinking ircthree of an ongoing project
may be considered as a specific competency. Taismsent led researchers to
try to identify the profile of creative individuals

In this perspective, the work of Torrance (1974ghhghted the divergent
thinking as a specific ability of individual inteJence, differentiated from the
analytical capacity. As opposed to the analytibalkers, who usually deepen
each idea produced, the “divergent” thinkers aemiified by their capacity to
produce a great number of ideas in different categoBy producing a flow of
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representation, by combining them to the existingybof ideas, the divergent
thinkers may contribute to generate new offeringgt tmay be turned into
innovations.

However, the capacity to divergent thinking hasb® completed by the
cognitive characteristics of the individual, aneégfically by their interest to
the world and their sensitivity to external infoia (Kirzner, 1979). As
cognition refers to the way the individual proceemsmbines, memorises and
use the information, the ability to perform thogee@tions is due to facilitate
or prevent the production of innovative solutions.

This leads to the following hypothesis:

- H6: At the early stages of the development, the rolédofergent
thinkers” and of individual performing operationtense in cognition
may be of first importance.

0 H6a: The capacity to produce a great number of ideas in
different categories is determinant during the gastages of
NPD. As a result, it must be observed that theviddials
associated to those stages present such capacity.

0 H6b: High cognitive capacities are determinant durihg tearly
stages of NPD. As a result, it must be observed the
individuals associated to those stages present saphcity.

o H6c: During the official and latter stages of projectthe
analytical thinkers are due to perform better.

By increasing the flows of ideas produced and bypsuing the cognitive
processes, individual cognition mechanisms are tdugupport the upstream
stages of the innovative processes.

Conclusions

Upstream stages of innovative processes are ddetéomine the potential of
change of an organisation. The number of projeittsir content, the fit

realised with environment and internal objectivels determine their potential

of success. Rather than being achieved by the me&twditional project

management tools, it appeared that the leveragéiseobrganisation may be
appropriate in order to foster this part of thegess. If formally confirmed by
the current research program, the hypothesis wdedtl to formulate

recommendations for both managers and academics.

Managers who want to put innovation at the coréheir strategy should pay
attention on the way organisation nurture or prévédre emergence of
innovations. Different kinds of actions have to &apported in order to
facilitate the occurrence of early stages. Firggnethough the early stages of
the development may be informal, their detectioousth be done. A first scan
would be beneficial when done in the purpose oéctetg the knowledge and
information remaining to acquire for being able @ssess the potential of
solutions. By making this first identification, th@anagement may be in
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position to nurture knowledge acquisition and, lmynd so, to have a better
view on the potential of every investigation. To do, the connections
established with the external environment have éonbrtured and formally
supported when they are supposed to provide hidheveformation and

access to specific competencies.

Second, the organisational features are due todbeted according to the
intensity of innovative behaviours expected. Highiels of decentralisation,
low levels of formalisation will increase the deweient of local

organisational disorders, which could results iplesation and eventually in
innovations. This put the organisation at risk Bducing efficiency of

coordination mechanisms. In counterpart, the c#épdoi adapt to complex
environments and to react to fast changes willnygroved by the increase in
the number of development initiatives.

Third, the management should pay attention to thdividual cognitive
preferences. “Divergent thinkers” should be putthe positions were their
capacity to produce numerous assumptions and ideafl constitute a
contribution. They have to be identified in the whgy produce ideas. Then,
they should be supported by a culture which sugpdiktergence. They should
be given time and means for gathering informatiprgceeding them and
generating knowledge for developing new solutions.

The multi-level dimensions of factors that influertbe upstream development
stages offers serious challenges for the resedsHirst approach, further
observation is required to confirm the nature aydadhic of the early stages.
As the model proposed by S Blanco and C Genet (20 based on
gualitative methodologies, it is suggested thathker replication could done to
confirm the bi dimensional approach made of accatran of information,
cognitive processes. More specifically, the rolesbéred cognition has to be
explored in more details. This leads to produce dsdies produced on on-
going projects. Given the informal nature of sutieots, attention should be
focused on companies which defined innovation asrdral concern in their
strategies.

While observing the different “projects”, it willebpossible to focus at the
micro level on the organisational and individuahiacteristics and to establish
links if any. Doing this entails looking at the stance of links between the
different dimensions developed above. Multiple casedies, comparing

different projects within the same company and ketw two different

companies may be helpful as developed by (Eisehh989).

The generalisation of the theoretical frameworksl@éde demanding due to
the complexity of organisations. The formal demmatgin of the links

established between a specific feature, such aanmaional slack, and
successful innovative project has to be carefudlyigh as multiple factors may
interfere. Service companies, having multiple laos operating on
homogeneous markets may be a mean for testing itpievaly the

assumptions.

Opening the theme of the upstream stages of inivevatocesses offers access
to the firm’s capacity to change. Demonstratingrfally the links established
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between inter-organisational, organisational, amdividual factors may
contribute to improve new product and service dgwelent processes.
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