


INNOVATION ROI 
BEST PRACTICES



BACKGROUND
ROI is not a 
new topic 

 for IRI



BACKGROUND

Attitude that this isn’t 
needed for innovation

“When working on Meaningfully Unique innovations it’s silly 
to measure ROI - the return when you generate net extra 
sales and profit margin is obvious.”

“I’ve always been about ROI will figure its self out. 

If you make the best thing possible, things will get figured 
out”



35+ Years Innovating with Companies in a Wide Range of Industries 
Adult Body Cleansers 
Adult Candy 
Adult Education Services 
Adult Skin Care 
Advertising 
Air Filters 
Agriculture 
Allergy Care Products 
Analgesics 
Antiperspirants 
Auditing 
Auto Emergency Products 
Baby Feeding Systems 
Baby Skin Care 
Banking 
Barbecue Sauces 
Batteries 
Beef Products 
Beer Products 
Beer  Positioning 
Beer Packaging Concepts 
Beverages 
Bike Tours 
Board Games 
Boats and Boat Retailing 
Bottled Coffee & Teas 
Boxed Chocolates 
Branding 
Burial  Caskets 
Business Communications 

Business Insurance 
Business Research Services 
Butters and Spreads 
Canister Snacks

Candies & Confectionary 
Car Care Products 
Carbonated Soft Drinks 
Cat Foods, Snacks, Treats 
Charity Fundraising 
Children's Hair Care 
Cold and Cough Products 
Cold Cereals 
Commerce 
Concept Car Interiors 
Concept Cars 
Construction Info. Services 
Construction Toys 
Consumer Packaged Goods 
Cookies 
Cooking Oils 
Corporate Financing 
Corporate Partnerships 
Creative Services 
Creativity 
Credit Card Services 
Cremation Urns 
Custom Cabinets 
Customer Service 
Dairy 
Database Design 
Decorative Tile 
Desktop Computers 
Direct Marketing 
Dog Foods, Snacks 
Drink Mixes and Spirits 
Educational Toys 
Electric Utility Services 
Electronics 

Engine Oil Additives 
Engineering 
Enrollment Programs 
Entrepreneurs 
Expandable Foam 
Eye Care 
Eyeglasses 
Fabric Treatments 
Facial Cleansers 
Facial Moisturizers 
Farming 
Fast Food Menu Items 
Fast Food Systems 
Feminine Products 
Financial Management 

Financial Services 
Fine Arts Services 
Food Preparation Aids 
Food Quality Diagnostics 
Food Service Products 
Food Service Promotions 
Food Storage Bags 
Foot Care Products 
Frozen Entrees 
Frozen Vegetables 
Fruit Beverages 
Fruit Juices 
Functional Foods 
Functional Paint Products 
Furniture 
Gardening Products 
Gourmet Breads 
Gourmet Coffee 

Gov't. Budgeting 
Gov’t. Services 
Ground Coffee 
Hand Soap 
Health Beverages 
Healthy Snacks 
Herbal Medicines 
Herbal Teas 
Home Appliances 
Home Security 
Hot Cereals 
Household Cleansers 
Industrial Locks 
Information Services 
Insect Repellents 
Instant Coffee 
Insurance 
International Business 
International Marketing 
Internet Services 
Inventors 
InvestingInvestment Services 
Kids Candy 
Kids Cereals 
Kids Soaps/Shampoos 
Kids Toys 
Landscaping Products 
Laptop Computers 
Laundry Soap 
Library Science 
Life Insurance 
Locks/Security Systems 
Long Distance Phone                             
Ice Cream and Deserts 

Services 
Lunch Meats 
Management 
Manufacturing 
Marketing 
Medical Info Systems 
Memorial Products 
Microbrew Beer 
Mufflers (OEM & AM) 
New Adult Beverages 
New Age Beverages 
New Breakfast Foods 
New Cars 
New Trucks and S.U.V.'s 
Nutritional Supplements 
O.T.C. Drugs 
Off Season Sales Efforts 
Online Advertising 
Online Banking Services 
Online Barter Services 
Online Postage Services 
Online Security Systems 
Paper & Pulp Processing 
Paper Cups, Plates 
Pay Phones/Systems 
Peanuts and Peanut Butter 
Personal Grooming 
Pest Control 
Pet Foods 
Pharmaceuticals 
Photographic Equipment 
Pickles 
Playground Equipment 
Pork Products 
Q-Z listed on EurekaRanch.com



GREG LEMMON
Statistician 

Leading Research and Development Projects for 15 years, Creating Innovations like… 

Predict which ideas will 
beat competition and 
generate such a wow that 
they go viral 
Using consumer research surveys, we 
can predicts a offering’s odds of 
success, the odds that in generates 
word of mouth, and how that 
impacts the product’s diffusion and 
lifecycle .

Improving Online 
Innovation Ideation 
Sessions, Projects, & 
Pipeline management 
Online Sessions software 
makes it easy to collaborate to 
create and capture ideas with 
over 50 ideation techniques built 
in.  Innovation Pipeline 
software works as your co-pilot to 
iterate those ideas into successful 
projects while maintaining 
alignment to your organization’s 
strategy

Forecast Fair Market 
Value of a technology or 
product. 
The Fair Marker Royalty Rate 
Simulation is a proprietary model 
for predicting the value of an 
innovation - based on development 
status, proprietary protection, and 
meaningful uniqueness. It is used as 
a starting place for negotiation of 
licensing fees. 

Innovation ROI 
ROI Simulation Forecast  
deconstructs innovation pipelines 
and model investments, timing and 
returns to aid strategic decision 
making for investing in company 
innovation initiatives.  

Predict the best people 
to lead innovation 
The Innovation Change Agent 
Report assesses teams to identify 
the best people to lead innovation.  
Enables companies to assemble a 
diverse group of employees who are 
entrepreneurial, optimistic and data 
grounded. 

Forecast the sales of a 
new product. The model 
was vetted by the 
National Institute of 
Standards and 
Technology (NIST) 
The Business Simulation is a 
proprietary model for predicting the 
value of an innovation - 
incorporating over 100 factors 
proven to impact marketplace 
success. 

A teaching method that 
ensures students learn 
fast and master 
innovation & problem 
solving skills 
Cycles to Mastery® is a patented 
teaching methodology that blends 
the most progressive teaching 
methods in a way that can be easily 
scaled.  It ensures that staff “get’s it” 
and the training sticks. 

but none my innovation projects had clear, easily calculable ROI



AGENDA

1. Background & Introduction 
2. What to Measure / Estimate 
3. Benchmarking Data for Innovation Investments & Returns  
4. Relationship Between Investments & Returns 
5. Types of Innovation and Investment Strategy 
6. Decision Making & Simulating Scenarios 
7. What’s Next?



2. WHAT



WHAT: DEFINE INNOVATION

But you have different definitions 

Unique 

to the World 

It is New & Different. 

It Requires Change.

Meaningful  

to the Organization,  

the Customer,  

and to You

MEANINGFUL UNIQUEAND



WHAT: DEFINE INNOVATION
“New products, process technology, new applications, or markets.”

“Innovation is defined by new, breakthrough, game changing ideas, concepts, 
technologies, capabilities and work efficiencies that address customer needs and 
align with the organization's strategic alignment.”

“Innovation starts with exploratory investigation and ideation and 
extends through delivery of our product.”

“Broadly ... not just new products. Any novel solution is innovation, 
whether it results in a new product, an improved product, or an 
improved manufacturing process.”

Source: IRI & Eureka! Ranch Webinar Survey - Innovation ROI
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EXERCISE #1 DEFINE INNOVATION

Innovation Includes Innovation Does Not Include

At your organization what counts as innovation?  
List some things that come to mind inside the box. If something comes to mind that is not innovation, list it outside the box.  

NEW 
products, processes, cost savings, 

sales methods, etc

NOT NEW 
old products, processes, sales 

methods, etc 
No Change is being made

But how new? 



DEFINE INNOVATION: LEVELS OF INNOVATIVENESS FOR NEW OFFERINGS

Source: Journal of Product Innovation Management Impact of product innovativeness on performance

Percent of Products Launched

7%
11%

26%

26%

20%

10%
New to world
New product lines
Additions to existing lines
Improvements
Cost Reductions
Repositionings

Not all innovation 
products and projects 
have the same level of 
“newness” 



Source: IRI & Eureka! Ranch Webinar Survey - Innovation ROI

Our definition for this research project is very inclusive

World Changing

Exploratory 

Barely New

Delivery 

Internal Change External Offering 

Failure Success

WHAT: DEFINE INNOVATION

Internally Developed Acquired Business or Tech



DEFINE INNOVATION

STOP

By defining it at the start for your organization, you can 
reduce the “but thats’s not really innovation” comments 



DELIVERDEFINE DEVELOPDISCOVER

INNOVATION SYSTEM
RETURNSINVESTMENTS

Most Common / Biggest 
Returns 

• Revenue and profits  
from NEW products, 
services, markets, 
businesses etc 
—————————— 

• Cost Savings 
• Culture

Most Common /Biggest 
Investments 

• R&D Budget  
• Marketing Spend 
• Mergers & Acquisitions 

——————————— 
• Market Research 
• Training & Education 
• Outside Collaboration & 

Consultants 

NEW 
 ideas for products, processes, 

cost savings, sales methods, etc

67% ROI 
average new product

* Robert G Cooper 
Winning at New 
Products

WHAT: INVESTMENT & RETURNS



WHAT: INVESTMENT & RETURNS

How much do you invest?

What is the return?

How long does it take?

About half of 
respondents could 
or were willing to 
make estimates

44%
56%

No Estimates
Made Estimates

UNCERTAINTY 
IS NORMAL



WHAT: INVESTMENT & RETURNS
IRI Webinar surveys: 

only 25% of IRI member respondents said 

Projects have at least an estimated value for ROI 
that we can use to make decisions

UNCERTAINTY 
IS NORMAL



3. BENCHMARKING DATA



BENCHMARKING DATA: SUCCESS
MOST COMPANIES HAVE NOT INTRODUCED ANY NEW INNOVATION IN 3 YEARS

Industry Product or business 
process innovation

Product 
innovation

Business process 
innovation

Percent Percent Percent
Yes No Yes No Yes No

All industries 29.7 70.3 19.1 80.9 19.3 80.7
Manufacturing industries 35.5 64.5 21.6 78.4 26.6 73.4
Food 40.0 60.0 22.6 77.4 29.6 70.4
Beverage and tobacco products 45.9 54.1 29.8 70.2 34.0 66.0
Textile, apparel, and leather products 33.1 66.9 20.9 79.1 23.2 76.8
Wood products 25.4 74.6 14.6 85.4 19.1 80.9
Paper 37.5 62.5 22.0 78.0 29.8 70.2
Printing and related support activities 32.4 67.6 20.1 79.9 23.1 76.9
Petroleum and coal products 30.4 69.6 13.2 86.8 28.0 72.0
Chemicals 41.0 59.0 26.7 73.3 32.7 67.3
Pesticide, fertilizer, and other agricultural 
chemicals 39.3 60.7 23.8 76.2 33.7 66.3

Pharmaceuticals and medicines 52.1 47.9 35.0 65.0 39.3 60.7
Soap, cleaning compound, and toilet 
preparation 41.1 58.9 28.0 72.0 32.5 67.5

Other chemicals 37.4 62.6 23.8 76.2 30.4 69.6
Plastics and rubber products 42.3 57.7 27.0 73.0 31.6 68.4
Nonmetallic mineral products 30.0 70.0 18.0 82.0 21.1 78.9
Primary metals 34.3 65.7 13.8 86.2 27.6 72.4
Fabricated metal products 31.0 69.0 15.2 84.8 24.3 75.7
Machinery 39.1 60.9 27.0 73.0 31.4 68.6
Computer and electronic products 48.3 51.7 36.6 63.4 32.1 67.9
Communications equipment 53.1 46.9 43.2 56.8 38.0 62.0
Semiconductor and electronic components 46.0 54.0 29.2 70.8 35.4 64.6
Navigational, measuring, electromedical, and 
control instruments 49.9 50.1 40.5 59.5 30.1 69.9

Introduced a new 
innovation in 3 years

70%

30%

Yes
No

Only the pharmaceutical,   communication 
equipment, and software industries are above 50% 

 Source: National Center for Science and Engineering Statistics 2019 
 3 year range was 2016-18



BENCHMARKING DATA VS SUCCESS

AVERAGE COMPANY DATA IS USEFUL,  
BUT NOT BEST PRACTICE.



BENCHMARKING DATA: REVENUE

0%

12.5%

25%

37.5%

50%

1997 2004 2012

47.9%47.6%49.2%

31%
28%

33%

25.4%
21.4%

25.2%

The Rest Average % Sales from New Products The Best Companies

Best Companies are top 25% overall: Top 3rd of their industry for NPD success and above the mean for sale and profits

Source: Drivers of NPD Success PDMA Reports 1997-2012

REVENUE FROM NEW PRODUCTS INTRODUCED IN THE PAST 5 YEARS



Start Ups 
(not in sample)

Rapid 
Growth

Slow 
Growth

Peak or 
Plateau Decline Death

BENCHMARKING DATA: REVENUE

50%

Older than 3 years
Revenue from New Offerings

Best Practice. 

30-50% of revenue from 
 new offerings released 

 in past 5 years

38%

22%

21%

19%

17%

Worst Practice. 

20% or less of revenue from 
 new offerings released 

 in past 3-5 years

* sample size 90 companies



Start Ups 
(not in sample)

Rapid 
Growth

Slow 
Growth

Peak or 
Plateau Decline Death

BENCHMARKING DATA: CUSTOMERS

* sample size 90 companies

50%

Older than 3 years
Revenue from New Customers

44%

29%

21%

21%

17%

Similar to new offerings

Best Practice. 

30-50%  
of revenue from 
 new customers



BENCHMARKING DATA: RETURNS
WHAT ABOUT COST SAVINGS AND SYSTEM IMPROVEMENTS?

Source: iSixSigma 

Jump Start Your Brain Project Management Median Data 74 Companies 

Innovations that save cost and improve systems provide value to organizations.

Six Sigma Savings

1-5%
of total revenue.

Project Values

0

4,500,000

9,000,000

13,500,000

18,000,000

Revenue Savings

20x higher  
project values than 

 Cost Savings 
Innovations. 



INNOVATION RETURNS
STOP

Is revenue growing or declining? 

Is 30-50% of your revenue from NEW offerings & customers a reasonable goal? 

Are your process improvement innovations delivering significant savings? 



BENCHMARKING DATA
Investments in Innovation Returns from Innovation

New Offerings 
30% - 50%

New Customers 
20% - 40%

M&A Revenue  
0% - 50%

Savings 
1.2% - 4.5%

Percentages are percent of revenue



BENCHMARKING DATA: INVESTMENTS

Source: National Science Foundation: April 2022 Business Enterprise Research and Development 

 R&D does not include investments in assets, market research or training 

USA: R&D paid for by the company as a percent of their world sales

0%

1%

2%

3%

4%

5%

2011 2012 2013 2014 2015 2016 2017 2018 2019

3.3%3.1%3.1%3.1%2.9%
2.5%2.4%2.3%2.3%



BENCHMARKING DATA: INVESTMENTS

Source: National Science Foundation: April 2022 Business Enterprise Research and Development 

 R&D does not include investments in assets, market research or training 

USA: R&D paid for by the company as a percent of their world sales

0%

1%

2%

3%

4%

5%

2011 2012 2013 2014 2015 2016 2017 2018 2019

3.3%

3.2%

3.0%

2.9%

2.8%

2.6%

2.5%

2.4%

2.3%

3.3%3.1%3.1%3.1%2.9%
2.5%2.4%2.3%2.3%

R&D spend increasing 
4.7% each year



BENCHMARKING DATA: INVESTMENTS

“Have to double research efforts every 13 years just to 
maintain the same overall rate of economic growth.”

RESEARCH PRODUCTIVITY DECLINES AT AN AVERAGE RATE OF 5.3 PERCENT PER YEAR

Are Ideas Getting Harder to Find? By Nicholas Bloom, Charles I. Jones, John Van Reenen, and Michael Webb  merican Economic Review 2020 
110(4): 1104–1144



BENCHMARKING DATA: INVESTMENTS

Source: 2019 Strategy + Business: innovation versus R&D spending

The highest ranked 
companies spend

4-25%



BENCHMARKING DATA: INVESTMENTS

Source: https://www.iriweb.org/resources/community-forum-for-every-dollar-of-rd-spend-how-many-dollars-does-your-company-expect-to-return/

IRI Companies spend less



R&D SPEND AS A PERCENT OF SALES - INDUSTRY
Source: National Science Foundation: Business 
Enterprise Research and Development 
Data from 2019, published in 2022 

Industry R&D Spends 
as % of Sales

Research and Development Services 45%
Biotechnology-based pharmaceutical and biological products (except 
diagnostic substances) 22.96%

Photographic and photocopying equipment manufacturing 19.38%

Couriers, messengers, and express delivery services 14.26%

Cloud computing applications and Internet-based software services 12.77%

Digital cameras manufacturing 12.27%
Other communication equipment manufacturing (except radio, 
television, and wireless communication equipment) 11.09%

Search, detection, navigation, guidance, aeronautical, and nautical 
system and instruments manufacturing 10.77%

Telephone apparatus manufacturing, including routers, modems, 
and gateways 10.69%

Software publishers (except Internet)e 10.45%
Pharmaceutical, medicinal, botanical, and biological products (except 
diagnostic substances) manufacturingc 10.06%

Guided missiles, space vehicles, and related parts manufacturing 9.93%

Semiconductor machinery manufacturing 9.70%

Data processing, hosting, and related servicese 9.17%

In vitro diagnostic substances manufacturingc 8.29%

Computer systems design and related servicese 8.24%
Electromedical, electrotherapeutic, and irradiation apparatus 
manufacturing 8.07%

Audio and video equipment manufacturing 7.97%

Industry R&D Spends 
as % of Sales

Semiconductor and other electronic components manufacturing 7.68%

Rental and leasing services 7.42%

Aircraft manufacturing 7.40%

Professional, scientific, and technical services (not listed elsewhere) 7.14%
Radio, television, and wireless communication equipment 
manufacturing 6.97%

Legal, accounting, tax preparation, bookkeeping, and payroll services 6.69%

Medical and diagnostic laboratories 6.39%

Management, scientific, and technical consulting services 4.91%

Medical equipment and supplies manufacturing 4.90%
Measuring and control instruments manufacturing (not listed 
elsewhere) 4.57%

Computers and peripheral equipment manufacturing and magnetic 
and optical mediad 4.39%

Aircraft engine and engine parts manufacturing 3.88%

Administrative and support services 3.67%

Industrial machinery manufacturing (except semiconductor machinery) 3.64%

Lessors of nonfinancial intangible assets, including patent licensing 3.53%

Military armored vehicle, tank, and tank components manufacturing 3.51%

Architectural, engineering, and related services 3.51%

Motorcycle, bicycle, and parts manufacturing 3.34%

Clay and glass products manufacturing 3.33%

All business activities 3.31%



BENCHMARKING DATA: INVESTMENTS
USA: Mergers & Acquisitions (M&A) as Percent of Total Revenue

0%

3%

6%

9%

12%

15%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

7%

11%11%11%11%

15%

13%

8%
7%

9%

Source: Mergers & Acquisitions United States from the Institute for Mergers, Acquisitions, and Alliances (IMAA).

Companies invest 
 4x more 

 in M&A than R&D in the USA

Large 

2022 Deal Values

12%

28%

34%

26%
Under 10 Mil
10-100 Mil
100M-1B
1B+

Large 
Variance in 
M&A 
Spending

https://imaa-institute.org/m-and-a-us-united-states/


BENCHMARKING DATA: INVESTMENTS
MARKETING SPEND AS A PERCENT OF SALES

Source: National Science Foundation: Business Enterprise Research and Development

Average spend as percent of revenue

B2B B2C

2-5% 5-10%

Marketing could cost more than R&D

Some marketing gets spent on  
advertising older offerings,  

but is still a significant investment in  
innovation



BENCHMARKING DATA: INVESTMENTS

Source: National Science Foundation: April 2022 Business Enterprise Research and Development
Source: PDMA Research - updated best practices 2009 

But a critical driver for the 
success of new products.USA: Market Research spend as a percent of their world 

sales

0.15%

0.2%

0.25%

0.3%

2012 2013 2014 2015 2016 2017 2018 2019

0.18%0.17%
0.19%0.2%0.19%

0.17%0.16%0.16%

Market research spending is an order of 
magnitude less than R&D spending



BENCHMARKING DATA: INVESTMENTS
TRAINING SPEND AS A PERCENT OF SALES

Source: National Science Foundation: Business Enterprise Research and Development 

All training accounts for 

0.7% to 3%
of revenue 

$1,500
per learner

 Popular Training Topics
1.Leadership Development 
2.Women in Leadership 
3.Diversity in Leadership 
4.Emotional Intelligence (EQ) 
5.Communicating & Leading Across Generational Barriers 
6.Communicating & Leading Across Virtual Teams 
7.Effective Communication 
8.Building & Cultivating Trust 
9.Building Effective Teams 
10.Team Communication 
11.Team Collaboration 
12.Employee Engagement 
13.Employee Accountability & Ownership 
14.Assessment-Based Trainings (i.e. DiSC, Kolbe®, etc.) 
15.Diversity & Cultural Awareness 
16.Unconscious Bias 
17.Effective Writing Skills 
18.Problem Solving 
19.Innovation 
20.Unlocking Entrepreneurial Spirit 
21.Unlocking Innate Creativity 
22.Strategic Thinking 
23.Strategic Planning 
24.Decision Making 
25.Project Management 
26.Change Management 
27.Time Management & Productivity 
28.Getting the Right Things Done 
29.Dealing with Conflict 
30.Workplace Etiquette



BENCHMARKING DATA: INVESTMENTS
TRAINING ROI

Source: Innovation Fundamentals Training Direct ROI  

How Innovation Training can result in direct and measurable value to an organization. 

Only 12% of training impacts business
But applied innovation training has impacts of 
3x to over 200x  
the cost of training.



BENCHMARKING DATA: INVESTMENTS
TRAINING ROI

Source: Innovation Engineering Webinar Quote “Discover Hidden Funding to Make Your Team Innovative”

“The ROI conversation is almost laughable because it's so much higher than 
anything we've paid out” 

“with the traditional process, the products would have eventually come to market 
in some form anyway, I think using the new process, we improve the product and 
de-risk them at the same time, and got them to market sooner.” 

“The investment is so low compared to what the ROI can be, that I chuckle when 
I think about it.” 

Eric Seibold Permatex Innovation Manager



BENCHMARKING DATA: INVESTMENTS
EXTERNAL HELP: INNOVATION MANAGEMENT & CONSULTING SERVICES

0 to .05% of revenue

Source: Future Market Insights: Innovation Management market

The Innovation Management Market grew at a rate 
of 12.6% per year from 2015 to 2021, culminating in 
a market worth US$ 1 Billion in 2021.

Super small investment  
compared to the rest,  

but the industry is growing  
indicating companies are  

investing more in outside help.



INNOVATION INVESTMENTS
STOP

How does your R&D spending compare and is it growing? 

Does your organization have enough marketing support for innovations? 

Does your organization have funds for innovation training, market research 
or outside help? 



4. RELATIONSHIP BETWEEN 
INVESTMENTS AND RETURNS



BENCHMARKING DATA
Investments in Innovation Returns from Innovation

Market Research 
0.2% - 0.5%

Training 
0.1% - 0.25%

Marketing 
2% - 5%

New Offerings 
30% - 50%

New Customers 
20% - 40%

M&A Revenue  
0% - 50%

Savings 
1.2% - 4.5%

M
er
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ng
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0%
 - 

15
0%

Consultants 
0% - 0.05%

R&D 
4% - 20%

Percentages are percent of revenue



INVESTMENT DRIVES RETURNS
Investments in Innovation Returns from Innovation

Sources: IRI Innovation ROI Webinar Survey with Eureka! Ranch

If  
Investments 

Decrease 

Returns decrease 
proportionally or 

worse

100% OF 
SURVEY 

RESPONDENTS 
SAID…



Investments in Innovation Returns from Innovation

Sources: IRI Innovation ROI Webinar Survey with Eureka! Ranch 

Anne Marie Knott presented “Demonstrating and Improving the Value of R&D”at the 
IRI conference in 2014. However used quote is from a more recent podcast and book 
called “How innovation really works” 

https://www.iriweb.org/resources/community-forum-for-every-dollar-of-rd-spend-how-
many-dollars-does-your-company-expect-to-return/

If  
Investments 

Increase

Returns 
increase 

proportionally

100% OF 
SURVEY 

RESPONDENTS 
SAID…

“On average for 
internal R&D a 1% 
increase in R&D gets 
you 0.1% increase in 
revenues.”  
Anne Marie Knott 
Professor teaching strategy and 
innovation at Washington 
University at St. Louis 

INVESTMENT DRIVES RETURNS



Sources: IRI Webinar Survey  
https://www.iriweb.org/resources/community-forum-for-every-dollar-of-rd-spend-how-
many-dollars-does-your-company-expect-to-return/

INVESTMENT DRIVES RETURNS
But you don’t 
measure it



INVESTMENT DRIVES SPEED
“The development of the Moderna 
vaccine at warp speed has taught us 
that given unlimited resources, time-
to-market can be cut dramatically.”

Source: https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8014561/

Moderna received 
$2.5 billion in 
funding from the 
U.S. government 
(Clouse, 2020).

Robert	G	Cooper	
Accelerating	innovation:	Some	lessons	from	the	pandemic	

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8014561/#jpim12565-bib-0007


DELIVERDEFINE DEVELOPDISCOVER

INNOVATION SYSTEM
RETURNSINVESTMENTS

DEPENDS ON THE SYSTEM OR PIPELINE

What should 
we be  

measuring in 
here?



DECONSTRUCT SYSTEM OR PIPELINE
Percent of projects 

that continue to next 
phase

33%

40%

30%

Develop Deliver Discovery Define 

Name your phases to 
match your systems

Strategy & 
Ideation      

to fill 
pipeline

Success

Project cost in each phase
$500 $1500-5000 $15000-$50000 $10000$5000 $120,000

Yearly profits or 
project value

Time in each phase
1 month 2 months 6 months 3 months 1-4 years

Example Data 
from case study 

NOT best practice. 
estimate time and cost for 

both successes and failures



DECONSTRUCT SYSTEM OR PIPELINE

You have much lower 
termination rates than 

my data.  Sources: IRI Webinar Survey  
https://www.iriweb.org/resources/community-forum-how-do-you-measure-the-quality-
of-an-idea/ 

https://www.iriweb.org/resources/community-forum-tell-us-about-your-termination-
metrics/

IRI COMMUNITY FORUM DATA:

https://www.iriweb.org/resources/community-forum-how-do-you-measure-the-quality-of-an-idea/
https://www.iriweb.org/resources/community-forum-how-do-you-measure-the-quality-of-an-idea/
https://www.iriweb.org/resources/community-forum-tell-us-about-your-termination-metrics/
https://www.iriweb.org/resources/community-forum-tell-us-about-your-termination-metrics/


INNOVATION PIPELINE
STOP

What does your system look like? (number of stages, ideas in each stage) 

What is the typical time and cost for a project in each stage? 

Does it feel predictable or random?  

If more investment was fueling the pipeline would there be more returns?



5. TYPES OF INNOVATION 
AND INVESTMENT STRATEGY



DEFINE INNOVATION: LEVELS OF INNOVATIVENESS FOR NEW OFFERINGS

Source: Journal of Product Innovation Management Impact of product innovativeness on performance

Percent of Products Launched

7%
11%

26%

26%

20%

10%
New to world
New product lines
Additions to existing lines
Improvements
Cost Reductions
Repositionings

Not all innovation 
products and projects 
have the same level of 
“newness” 



LEVELS OF INNOVATIVENESS FOR NEW OFFERINGS

Source: Journal of Product Innovation Management Impact of product innovativeness on performance

0%
15%
30%
45%
60%
75%
90%

105%
120%
135%

Low Innovativeness Moderate Innovativeness Highly Innovative Products

41%
29%

40%

75%

31%

124%

78%

51%

68%

Success Rate ROI Market Share

To maximize ROI 
should we focus on low 

innovativeness?



ROI IS IMPACTED BY THE TYPE OF INNOVATION, SO DECONSTRUCT BASED ON YOUR ORGANIZATION

RETURNSINVESTMENTS

Examples 
of different types of 

innovation, Best 
practice is to create 

your own.

Incremental

Disruptive

Process Improvement

Each system has 
very different  

Failure Rates, 
Cost, 

Time &  
Project Value



EXAMPLES FROM IRI COMPANIES:
ROI IS IMPACTED BY THE TYPE OF INNOVATION, SO DECONSTRUCT BASED ON YOUR ORGANIZATION

DisruptiveIncrementalProcess ImprovementCost Savings

BreakthroughCorePrice Improvements

Adjacent

Newness:

Reactive

Long TermShort Term
Time:

New Services Technology or IP

Type:

New Products

Sources: IRI Conference 2022 - Innovation ROI Workshop

More InnovativeLess Innovative

Your focus tends to be on 
this side of 

less risk, more ROI 



Business Growth Style #3: Dramatic Invention 
We prefer to lead our marketplace creating radically new ideas, categories & customer opportunities.

Please assign 100 points across the three business growth styles to indicate how your organization approaches new 
ideas.  
Please consider the relative focus your company has on the following business growth styles:

Business Growth Style #1: Idea Follower 
We prefer to copy what others have proven to be successful.

Business Growth Style #2: Incremental Ideas 
We constantly seek to make incremental improvements to our products/services.

100

BUSINESS GROWTH STYLE QUESTION:

HOW SHOULD WE DIVID OUR FOCUS AND INVESTMENTS?



Start Ups 
(not in sample)

Rapid 
Growth

Slow 
Growth

Peak or 
Plateau Decline Death

STRATEGY FOR GROWTH 

* sample size 90 companies

18%

37%

44%

22%

40%

38%

Strategy

55%
15%

30%

Reactive: Idea Follower
Incremental Ideas
Proactive: Dramatic Invention

Very Proactive

37%

35%

27%

Still proactive, but 
more incremental

24%

37%

40%
Become 
Reactive

18%

56%

27%

Switch to  
Incremental

Best Practice. 

2:1 Ratio  
Twice as much focus on proactive 

than reactive. 



INNOVATION TYPES
STOP

What are the different types of innovation? 

What is the relative focus or investment in each type? 

Does investment match strategy? 



6. DECISION MAKING 
& SIMULATING SCENARIOS



DECISION MAKING FOR IDEAS
When it comes to picking which innovation projects to stop 
versus which to invest more in, which statements are true? 

25% 
We pick projects that have the lowest risk

100% 
We pick projects with the most support from our leadership

0% 
We pick projects that have the best ROI, highest returns or fastest returns

Sources: IRI Innovation ROI Webinar Survey with Eureka! Ranch



DECISION MAKING
When it comes time to make a decision 

on which strategy to pick or project to accelerate, rarely is it 
just about the numbers. 

Rather, in the decision moment they often feel fear of making 
the wrong choice.  To resolve this fear they they move from 
making a logical decision to an emotional decision based on 
what ‘feels right’ and then the numbers as their ‘rational’ 
justification. 

-Doug Hall
Eureka! Ranch Founder

“

“”



NON-FINANCIAL INVESTMENTS & RETURNS
Investments in Innovation Returns from Innovation

Market Research 
0.2% - 0.5%

Training 
0.1% - 0.25%

Marketing 
2% - 5%

New Offerings 
30% - 50%

New Customers 
20% - 40%

M&A Revenue  
0% - 50%

Savings 
1.2% - 4.5%

M
er

gi
ng

 &
 A

cq
ui

rin
g 

a 
Bu

si
ne

ss
 

0%
 - 

15
0%

Consultants 
0% - 0.05%

R&D 
4% - 20%

Percentages are percent of revenue

Culture

Alignment

Work / Effort

Courage

Impact



DECISION MAKING

Market opportunity 
and odds of success 

are lowest

They care what experts 
and leaders think

Strategic alignment is 
used to pick ideas. 

Idea decisions are more focused on 
 avoiding cost, investment, and risk 

than maximizing the opportunity.  

Leadership can 
change this 

behavior 



INNOVATION ROI CALCULATOR

Results match expectations

Using Benchmarking Data 
Large B2B Company

Source: Innovation practices of B2B 
manufacturers and service providers 
 https://pure.rug.nl/ws/portalfiles/portal/
77079345/1_s2.0_S0019850117306831_m
ain.pdf

Example Data 

NOT best practice. 

The numbers 
are wrong, 
but they are 
useful

Early 
prototype 
in excel:



INNOVATION ROI SIMULATIONS
WHAT RESULTS IN  

HIGHER ROI?
WHAT RESULTS IN  

HIGHER NEW PROFITS?
Shipping more innovations 

Shipping bigger ideas at the same cost
Stop failing projects early
Increase speed

Shipping more innovations 

Shipping bigger ideas

Stop failing projects early
Increase speed

Decrease Cost

Less Risk More Risk

New Products, Services, and MarketsProcess Improvements

Increase ValueMeasure what matters–
the generation of new 
operating income and 

creation of robust 
business growth over 

time.



INNOVATION ROI SIMULATIONS
ALSO WORK THE OTHER DIRECTION 

Do we have enough funding? 

Are we investing properly? 

Is the system working well enough?  

Is it even possible?

WHAT IT TAKES TO 
REACH 

 30%-50%  
OF REVENUE FROM 
NEW OFFERINGS?

INVESTMENTS

3% is not enough 

Too risk-adverse 

We need to filter projects better  

People, Time, Market size, Strategy, Constraints 



DECISION MAKING
STOP

Would a calculator or simulation help decision making? 

What drives decisions? 

What changes are realistic? 



7. WHAT’S NEXT



WHAT’S NEXT

1.  Learn or develop ways to improve decision making 

i.   Simulator / Calculator Tools 

ii.  Leadership Workshops 

iii. Project Forecasts 

iv. Courage and Culture 

2.  Tackle the problem of not getting value from innovation.  

We are going to finish a research paper that will be available to IRI 
members with all the insights shared today.

Outside of this project, my next related efforts include: 



WHAT’S NEXT

DELIVERDEFINE DEVELOPDISCOVER

INNOVATION SYSTEM

Get value from these 
innovations



WHAT’S NEXT
One way it might work is to 

 Decision 
Research

Sales Forecast 

ROI 

Fair Market 
Royalty Rate License for $

Invest in Patent/Idea

Abandon Patent/Idea

 Decision
 Existing     
Patent 

Portfolio

Start with patents, because there 
is something novel and they 
have sunken cost

 Create new 
ideas and 
markets

Inside and outside of existing 
industries and business models Leveraging AI to create and 

evaluate ideas



WHAT’S NEXT

greg@EurekaRanch.com 

https://www.linkedin.com/in/glemmon/ 

Connect on LinkedIn

mailto:greg@EurekaRanch.com
https://www.linkedin.com/in/glemmon/

