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Welcome to part three of this white paper series. We are going to spend
some time looking at the role of innovation and the benefits a clear
innovation strategy and execution framework can deliver to unlock
portfolio growth.

Fact: many organizations lack an innovation strategy

Innovation is often used as a vehicle for gap-filling rather than a strategic driver for short, medium,
and long-term growth. However, innovation growth through the right value proposition is imperative.

Organizations need to be very clear about the value a new product to the market is generating
for the consumer, the customers, and the company - focusing on the “triple win”. In this space,
marketing, product, and insight teams play a key role. Whether it’s getting a clear view of the
consumer or customer path to purchase or looking at untapped demand spaces or category
drivers, insight should be at the heart of innovation to focus the effort. A scatter gun approach
rarely delivers long-term success. This also applies when external pressure is given by
regulatory changes (e.g. sugar tax) or changing technical standards (e.g. carbon emission, use
of solvents, recyclable plastics, or new substrates). The focus and initiation might be different
between internally or externally driven innovation, however the result should ideally support
business growth or at worst mitigate costly impacts forced on reformation. These changes
should also ultimately be connected back to the brand or broader portfolio strategy.

As part of the innovation strategy, organizations should be clear when planning to innovate,

where to lead and where to follow, which should align with their broader value proposition (e.g.
market leading or fast followers) and what this means to the organization in terms of capability and
structure. Clarity is also needed on having a clear execution plan, detailing how, where, and when to
scale vs where and when to incubate, and how this forms part of the proposed lifecycle or product
roadmap. The underpinned assumptions should then be shared in the right way across Integrated
Business Planning (IBP) to build one cross-functional aligned portfolio master plan.

However, gap-filing activities will always be part of the daily business, in particular during times of
business decline or challenging market situation. This needs to be carefully and consciously managed
via the Portfolio Review - aligning on these activities to restrain from a purely tactical approach.

Gap-filling often endangers the big innovations, as resources get distracted and drawn into
short-term fire-fighting.




THE OLIVER WIGHT WHITE PAPER SERIES

Smart business leaders define at each step in the IBP process
which part of the portfolio is needed - adding value, driving
growth, or just filling a short-term gap as a tactical approach.

Where there is the ability to flex resource or investment to change a project or brand’s
trajectory the monthly Portfolio Review should use vulnerability and opportunity schedules to
guide the decision-making.

Another key element that we need to consider is the demonstrated performance an
organization has in bringing innovation to market. Identifying where success or failure have
been consistently achieved and why e.g. product line extensions vs white space innovation. If
the innovation pipeline is focused on an area that the organization doesn’t have demonstrated
capability in executing, then an accompanying plan to develop a solution and build and retain
capability is needed. Making clear assumptions and plans through IBP is critical to success.
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—-ow to effectively manage
the innovation funnel for
pUSINESS growtn

Innovation depends on the type of organization and its culture, the environment the organization
is playing in, and how it is impacted by various external factors. These external factors need

to become an active part of the innovation strategy, especially as governments, industry

bodies, and international standards agencies are increasingly impacting the production and
service industries.

For example, lots of confectionery companies responded a few years back to a request from

EU markets (starting with the French government) to remove the ingredient titanium dioxide. This
impacted complete portfolios. This level of change has a significant impact on required resources
which are always limited. Plastic reduction and carbon footprint reduction are examples we see in
multiple categories and markets now.

The Portfolio Review ensures all functions are aligned,
required resources are available, technical knowledge is in
place, and financials are properly set up for the right business
decisions to be made.

IBP manages the business assumptions around these external drivers and monitors regularly if
things change to allow a timely business response to the innovation pipeline.
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The IBP innovation lens needs to cover these
three dimensions:

1 The definition of activity and growth 3 The resource (monetary and
expectations per time horizon. people) availability for

development and execution.
2 The number and overall shape

of activities per category e.g.
innovation, renovation, promotion,
legal activities etc.

Once the innovation strategy is in place it needs to be filled with tangible innovation activities
and numbers. Two common pitfalls we see regularly are 1) a poorly performing upfront ideation
process to feed regular innovation projects into the pipeline and 2) an innovation funnel that
ends up being a tunnel where everything must be brought to market to close a gap to plan,
irrespective of inherent challenges to the business case. Building ideation into the regular
process and developing project management capability with clear criteria into go-to-market/
stage & gate processes will help mitigate both of these issues.
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Six ways to (re-)shape a robust innovation pipeline:

1 Analyze your current portfolio 4 Review your competitive portfolio
(through the lens of innovation/ to highlight gaps, opportunities, or
renovation/modification/phase out) emerging demand spaces.
and define the financial and portfolio ] .
implications. Review and leverage internal and

external technical and knowledge

2 Agree and set in place a step and capabilities e.g. innovation, supply
cadence in the process where your chain, suppliers, and partner
multifunctional teams (insight/ agencies.

product/brand/research and
development/revenue growth
management etc.) will use insight

to identify and target long-range
innovation spaces identifying clear
projects that are scored against clear
criteria to help drive filtering and
prioritization.

6 Include all external requested
activities (e.g. government, regulatory
bodies, standards agencies).

3 Ensure everyone in the cross-
functional team is clear on the
innovation strategy and the approach
to innovation. Then utilize the
creativity in your team to harness
“blue sky” thinking or embrace some
of the problem solving/creative
thinking models available such

as “design thinking” to provide a

structure to this ideation approach.
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How to create a robust
iINnnovation pipeline
governance process

A healthy innovation strategy covers the long-term horizon (three to 10 years+) depending
on the type of business. However, IBP usually reviews over a three-year period, while the
longer-term innovation pipeline is defined outside of the process. Resources may already
be tied up for those long-term activities and are not always readily available for the Portfolio
Review funnel implementation.

Our advice is to:

1 Align on the activities and 4 Review the resources and
financial implications in the compliance to the innovation
monthly Portfolio Review funnel.

throughout all IBP steps. 5 Post-implementation review

2 Create full transparency on of innovation/activities after
resources and performance. pre-defined periods.

3 Review compliance to the 6 Actively manage significant
strategy. changes through alignment

and decision taken during the
monthly cycle.
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Resource planning across all functions but specifically for portfolio activities can only be done
through IBP with all business functions being involved and aligned.

The Portfolio Review kicks off the process, whilst the Management Business Review (MBR)
completes the process, releasing the assets to deliver the innovation strategy. Preferably
there are more innovations/activities in the funnel than could be handled at one time. The
main reason for this is in case a project falls out of the funnel or is delayed because of a lack
of development readiness - for example - another one can be brought into the development-
execution phase. Understanding the actual attrition rates helps to drive the size of innovation
required in the funnel to deliver the ambition.

One of the challenging behaviors we commonly observe is the continuation of “pet projects”
through stage & gate (with exec over-ride) when they should have been killed by the gate
criteria. We can help mitigate this through better ideation, clearer prioritization, as well as
transparency and integration into IBP.

Innovation strategy

GEIVMN Breakthrough innovation Growth xM$ .
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5-10 year innovation funnels

Innovation prioritization
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Innovation strategy integrated into the IBP time horizon
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Prioritizing projects and balancing this list to the planned
business resources forms a critical component of the
monthly Portfolio Review
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Aggregate resource planning is needed to manage resources

Projects must be Filter example

okt el
Projects Strategic Business Supply Market A XSBc;)rcex 5
More resource or fit impact feasibility opportunity
0.2 5 5 1 5

fewer projects Taurus
Gemini 0.2 4 5 1 4
Elvis 0.3 3 5 0.5 2.25
Treat 0.4 5 2 0.5 2
Bright 0.2 2 4 1 16

FEmEmmETEEEET Howzat ¢ 0.3 1 3 1 0.9

| _Bancedtoconstant_ | @ I m s T —m T e T
Giraffe 0.1 2 3 0.1 0.3
Ballpark 0.1 1 3 0.1 0.15
Aroma 0.3 1 3 0.1 0.09
Select 0.2 1 3 0.1 0.06
Diamond 0.2 1 1 0.1 0.02
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Conclusion

IBP starts with the Portfolio Review — driven
by a clear portfolio strategy - followed by

a strong governance process for brand

and portfolio health, as well as project
management and a strong innovation funnel,
as part of the innovation strategy. To be
effective and deliver the full business value,
however, portfolio management needs to

be transparent, communicated, and fully
integrated into the IBP process.

Many organizations do not invest enough
effort behind portfolio excellence as they
might not see the immediate benefit. It is
essential to keep in mind that the portfolio
is a core growth driver and therefore the
related resources (e.g. headcount and
budget) need to be consciously assigned to
the right initiatives.

The portfolio and related product and
service initiatives must be actively managed
in the Portfolio Review together with an
aligned innovation funnel. This ensures
organizations can achieve maximum

value from innovation, development, and
marketing drivers. There is considerable
value in maintaining a healthy portfolio and a
strong innovation funnel.

Supported by IBP, organizations can plan,
model, and be prepared for unexpected
change. Costs can be managed better, and
products and services can be resourced
more effectively. In addition, any unpopular
choices, such as the discontinuation of
items, require strong leadership in the
Portfolio Review, as well as in the Demand
Review, Integrated Reconciliation, and
Management Business Review.

A well-defined IBP process helps to
raise key decisions with relevant input
for an aligned business commitment.
The consequence of actively navigating
and reviewing the product & service
portfolio in the Portfolio Review leads to
a great increase in revenue, margin, and
delivering cost reduction. In short, it will
help any business cope in a crisis but
more importantly it will help drive profitable
growth. With IBP, the Portfolio Review is
transformational.

In our final white paper in this series, we
will look at the role that IBP, and more
specifically the Portfolio Review, has in
ensuring brand health and campaign
management are integrated. We will also
explore the benefits of establishing the right
KPls and decision-making rights to deploy
the portfolio strategy.

Ben Collins
Partner at Oliver Wight

Alexandra Lott

Consultant; former Director Business
Transformation Europe, Turkey & CIS
and Lead of Regional PMR Mars GmbH
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About Oliver Wight

When you talk to Oliver Wight about improving your business, we’ll
assume you want results, not just better processes - things like increased
revenues and margins and greater market share. If you have the ambition, it
is possible to make improvements that truly transform the performance of your
organization and create more fulfilling roles for the people within it. We believe
this can only be delivered by your own people. So, unlike other consultancy
firms, we transfer our knowledge to you; knowledge that comes from over

50 years of working with some of the world’s best-known companies.

Oliver Wight has a long-standing They will coach, guide and inspire
reputation for innovation and we your people to drive change
continually challenge the industry throughout your organization,
status quo, so you always get the allowing you to create a culture
latest in new thinking. Your Oliver of continuous improvement and
Wight partners will use their real- innovation that simply becomes for
world experience to ensure your you ‘the way we do things around
people, business processes and here’. It's a proven, sustainable
technology are fully aligned and approach that will deliver results
integrated right across your straight to the bottom line.
organization.

OLIVER WIGHT

Oliver Wight EAME LLP
Corinium House, Barnwood Point,
Corinium Avenue, Gloucester GL4 3HX

T: +44 (0)1452 397200
E: hello@oliverwight.com

www.oliverwight-eame.com

Oliver Wight Asia/Pacific

Ground Floor, 470 St Kilda Road,
Melbourne, Victoria 3004, Australia

Oliver Wight Americas Imagine the possibilities,
o M o realize the potential.®

We use the term 'partner" to refer to both individual members and the authorised representative of corporate members of the LLP. A list of the members of the LLP
(and their authorised representative) is available at our registered office.

The information contained within is proprietary to Oliver Wight International and may not be modified, reproduced, distributed or utilised in any manner in whole or
in part, without the express prior written permission of Oliver Wight International.



