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Interface noun 
in·ter·face | \ ˈin-tər-ˌfās 
Definition of interface: 

1. a point where two systems, subjects, organizations, etc. meet and interact. 

2. a situation, way, or place where two things come together and affect each other 

  

https://dictionary.cambridge.org/dictionary/english/situation
https://dictionary.cambridge.org/dictionary/english/place
https://dictionary.cambridge.org/dictionary/english/affect
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Abstract 
Today’s increasing pace of change and intense competition demands organizations to use a different 
approach to innovation, going beyond the incremental innovation that agile operating models 
provide. Radical innovation provides a chance to escape the current competitive environment and 
create entirely new markets. To address this change, large organizations invested heavily in radical 
innovation, opened innovation labs and corporate venturing units, separated from their core business 
to explore new ideas, new markets and technologies, and new business opportunities. Successfully 
developed ideas can form a new business, integrate into one of the core existing business lines, form 
an entirely new business line or spin-off, and become a stand-alone company. However, organizations 
fail to profit from their investment, with the return on innovation spending declining. Previous 
literature states that the transition from the innovation lab to the ongoing business is most vulnerable 
and that the design of the interface between the innovation lab and the ongoing business is crucial 
for success. This research reports the results of a multiple case study with nineteen interviews of 
twelve case organizations from a wide variety of industries, following the grounded theory approach 
for theory building from qualitative data. This research introduces the dimensions (connectedness, 
commitment, and control) of the innovation interface between the innovation lab or corporate 
venture unit and the ongoing business, as well as three interface models (intertwined, insulated, and 
dynamic). The results explain how and why the type of interface contributes to the success of radical 
innovation development and the transition of initiatives. Furthermore, the results offer a framework 
for selecting the appropriate innovation operating model, the type of interface for the innovation 
strategy, and to manage the transition to go from experimentation to execution.  
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Executive Summary 
Background 
With today's fast pace of change, organizations and their managers feel the need to stay ahead of the 
curve, to be future proof or to shape the future themselves. Therefore, organizations increasingly 
invest in innovation, the Fortune 1000 increased their investment from $361 billion to $456 billion 
from 2012 to 2017, with an increased focus on radical innovation (Accenture, 2018). However, in the 
same period, the overall return on investment declined by 27 percent. Radical innovation provides the 
opportunity to escape the current competitive environment and pursue and create new businesses 
and entirely new market opportunities. The process of developing radical innovation is complicated 
and differs from incremental innovation; otherwise, everyone would continuously develop and 
commercialize radical innovations. In recent years, many organizations opened innovation labs and 
corporate venturing units, as popular approaches to radical innovation. 
 
Problem statement 
Going beyond what popular approaches as the agile methodology offer, innovation labs and corporate 
venturing units provide the ability to create a separate structure, culture, and process from the core 
business, necessary for the development of radical innovation. 
However, frequently described in the literature, the transition from the innovation lab to the ongoing 
business is the most vulnerable phase, where most innovation initiatives fail (Kirsner, 2017; Ries 2017). 
It may be described as a significant factor in reasons why organizations fail to profit from their 
investments. During the transition, the activity shifts from experimentation to execution and this is 
where the innovation lab or corporate venture unit and the ongoing business meet. Trying to integrate 
initiatives into existing business lines frequently causes resistance in adoption, a misfit, or lack of 
carefully managed transition process ultimately can kill the initiative. It is the design of the interface 
between the innovation lab or corporate venture unit and the ongoing business that is critical for the 
success of the initiative (Weiblen & Chesbrough, 2015; Raisch et al., 2009; Ries, 2017; Burgelman, 
1985). The interface design and the transition may explain why many organizations fail to profit from 
their investments. A mismatch between the objectives of the innovation lab and the strategy to get 
there might also cause failure. Therefore, the purpose of this study is to improve the understanding 
of the design of the interface, the transition management process, and how this affects the 
organization's ability to develop and transition radical innovation initiatives successfully, for 
organizations to profit from their innovation investments.  
 
Literature review 
Radical innovation differs from incremental innovation in the sense that it requires both new levels of 
technological and market understanding. Radical innovation is the development and introduction of 
new technologies and ideas into markets that are either unexplored or require significant behavioural 
changes to current markets (McDermott & O'Connor, 2002). Radical innovation, more so than 
incremental innovation, requires a different, and entrepreneurial structure, culture, and process, than 
that the ongoing business can provide. Radical innovation requires specific capabilities that follow the 
phases of discovery, incubation, and acceleration within this dedicated environment. This creates 
tension since radical innovation is characterized by exploration and experimentation activities, while 
to ongoing business is characterized by execution, focussed on profit, and efficiency. Organizations 
that perform exploration and execution simultaneously are described as ambidextrous organizations. 
However, the activities need to be balanced, and the tension between exploration and exploitation 
needs to be managed. Frequently, organizations use structural separation, in the form of centralized 
groups, such as innovation labs and corporate venture units, to manage the tension.  
However, integration is more complicated than anticipated because of the differences in the operating 
models between the new entity and the ongoing business (Burgelman, 1985). How does one ensure 
that after differentiating from the ongoing business, one can integrate the initiatives successfully? 
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Several studies advocate structural separation by creating different business units (Christensen, 1997; 
O'Connor & DeMartino, 2006), other studies address the problem of isolation (Birkinshaw & Gibson, 
2004) and integration of the innovation initiative back into the core business. The opposing views in 
the literature on organizational ambidexterity with innovation labs, corporate venture units, and how 
they are connected with the core-business does not provide a comprehensive solution to the problem. 
The design of the interface is frequently mentioned as critical for the success of an initiative (Weiblen 
& Chesbrough, 2015; Raisch et al., 2009; Ries, 2017; Burgelman, 1985). This research, therefore, is 
aimed to answer the following research question:  

"How should innovation labs and corporate ventures be connected with the 
ongoing business for successful development and the transition of radical 

innovation initiatives?" 

Method 
This study used a multiple case study approach (Yin, 2018), following the replication logic, to answer 
how and why questions. For data collection, nineteen semi-structured interviews are performed with 
managers from innovation labs and the ongoing business from twelve case organizations, in the period 
from February to March 2019. During the interviews, questions were asked regarding the 
characteristics of their innovation lab, innovation development process, interaction and relationships 
with the ongoing business, the transition process, and the things that go well or can be improved. The 
interviews were audio-recorded and fully transcribed. The data represents a sample from a wide 
variety of industries, ranging from chemicals, facility services, financial services, healthcare, retail, 
software, telecom, and energy and utility, from the Netherlands and Germany.  
To analyse the data, the grounded theory approach (Glaser & Strauss 1967) is followed to build theory 
from qualitative data. Following the steps of open, axial, and selective coding. By open coding, each 
line of the transcripts is broken down, compared and categorized, writing down a code and a summary 
for each. The second step was axial coding, to organize the data that was split during the open coding 
process, by combining similar codes and sub-codes into categories. Theoretical coding allowed for 
analysing the processes and outcomes in order to explain 'how' and 'why' questions. Similar concepts 
were gathered into aggregate dimensions, to find the 'bigger picture,' and to conceptualize the 
storyline around the core category. 
 
Results 
As a result, from the analysis, I obtained new concepts that provide a better understanding of the 
innovation interface design and how this affects factors such as innovation success and transition 
success. I observed that the strategic intent was a significant differentiator between the innovation 
labs of the case organizations. Where inward-focused innovation labs aimed to develop sustaining 
innovation, for its existing customers in existing markets, in the form of new and improved products 
and services. On the other hand, outward focusing innovation labs have a more disruptive character, 
to create new business directed at new customers in new markets.  
The strategic intent determines the interface design, and therefore the relationship and interaction 
between the innovation lab and the ongoing business. The interface design is characterized by three 
dimensions, which are defined by the concepts of connectedness, commitment, and control. 
Innovation labs or corporate venture units with a strategic intent that is inward-focused, follow the 
intertwined interface, meaning, there is a high connectedness, high commitment, and high control of 
the ongoing business. Keeping the structure, culture, and processes relatively similar. The innovation 
labs or corporate venture units with an outward focus, follow an insulated interface, with a low 
connectedness, commitment, and control of the ongoing business. It allows the innovation labs to 
fully diverge from the ongoing business and separate their structure, culture, and processes. The 
insulated interface allows for better separation, and more radical initiatives, while the intertwined 
interface allows for better integration, increasing the chances of transition success.  
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A third, dynamic interface model, varies the interface dimensions throughout the innovation 
development process. It allows initiatives to diverge from the ongoing business in the earlier phases, 
while at later phases, the focus is directed inward to integrate the initiatives. The dynamic interface 
also allows organizations to shift the type of interface and to provide an appropriate environment 
depending on the initiative. The theoretical framework describes how the different concepts of this 
study, operate as contextual factors, strategies, and intervening conditions to the outcomes 
(innovation success, transition success, and degree of radical innovation), see Figure i.  

 

 
Figure i Theoretical Framework: The Interface Type Within a Certain Context Affects the Outcomes, and is Controlled by 
Intervening Conditions 

 
Discussion 
This study makes important contributions to the literature of corporate entrepreneurship, innovation 
management, and organizational ambidexterity. It provides a more comprehensive understanding of 
the design of the interface and provides three models of the innovation interface. Furthermore, it 
contributes to the understanding of how and why innovation interfaces affect the innovation lab's or 
corporate venturing unit's ability to achieve its objectives and thus, the overall success of the 
innovation lab. Multiple studies illustrated the importance of the design of the interface between the 
innovation lab and the ongoing business, in order to successfully transfer the new business 
(Burgelman, 1985; Raisch et al., 2009; O’Reilly & Tushman, 2013; Weiblen & Chesbrough, 2015; Ries, 
2017). This study introduced the dimensions that construct the interface, that provide organizations 
and their leaders an understanding of how to manage this interface. Finally, I argue the importance 
for organizations to align their strategic intent with the interface. Organizations should, therefore, use 
their innovation labs to their strengths, and organizations need to align their strategic intent with their 
operating model and interface design, to achieve their objectives.  
A second, more practical framework is developed to select the operating model (agile, innovation lab, 
corporate venturing), and appropriate interface (intertwined, dynamic, insulated) to the innovation 
strategy of an organization (inward focus and outward focus), see Figure ii. With an inwardly focused 
strategic intent, organizations aim to develop continuous improvement and adaptability. The agile 
operating model is the most appropriate approach. Because of the inward focus, the teams require a 
high degree of alignment. On the other extreme is corporate venturing, with a pure outward focus, 
aiming to develop disruptive innovations and create entirely new business lines or new ventures. To 
fully separate the structure, process, and culture from the existing business, the insulated interface is 
the appropriate approach. Innovation labs are observed with both an inward focus and outward 
strategic intent. The innovation labs provide an environment for creative thinking and more freedom 
to explore. Initiatives contribute to the adaptability and expansion of existing business lines or the 
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creation of new business lines and ventures. Because of the variation in outcomes, a dynamic interface 
is most suitable, where the innovation lab provides the appropriate environment for each initiative to 
develop.  
 

 
Figure ii Selecting the Operating Model and Appropriate Innovation Interface for Your Innovation Strategy 

 
With the provided framework of this study, organizations can effectively manage their innovation lab 
to match their strategic intent and contribute to the objectives. This research enables Accenture to 
(1) improve how it manages its innovation activities, and (2) to advise and support its clients to set up 
innovation labs and improve how innovation labs are managed.  
Future research should be directed to improve the naming and framing of innovation labs and 
entrepreneurial units. Furthermore, it should expand upon the theoretical framework with other 
interface dimensions (e.g., external and startup collaborations, the role of open innovation) and 
contextual factors that might affect the interface and the innovation and transition success.  
 
Conclusion 
Organizations should be aware of how the interface affects the outcome, and should, therefore, 
decide upon the appropriate interface to match their strategic intent — allowing organizations to 
streamline their radical innovation development process and increase their return on innovation 
spending. The central theme of this study is the "Innovation Interface," and the proposed theory is 
the need to use the appropriate interface between the innovation lab and the ongoing business for 
successful development and the transition of radical innovation initiatives. Based on these findings, I 
may conclude that innovation labs are created for different purposes, and in some cases, pursue 
different purposes than for what they are created. The purpose of an innovation lab, its operating 
model and interface are frequently not aligned, affecting both innovation development and transition 
success. The framework proposed in this study helps innovation managers and their organizations to 
align their operating model and innovation interface to their innovation strategy, to go beyond their 
innovation lab and increase their return on innovation investments.   
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Chapter 1  

Introduction  
Corporate entrepreneurship is an approach to increase the organization’s competitive position and a 
driver for superior organizational performance (Covin & Miles, 1999). For large organizations, it is 
becoming an increasingly essential capability. Corporate entrepreneurship is used to increase the 
organization’s competitive position, pursue new product and market opportunities, and create 
entirely new sources of value (Zahra & Covin, 1995). Corporate entrepreneurship is difficult because 
it requires organizations to explore new business opportunities (long-term) while keeping sufficient 
focus to exploit their current core business (short-term). Where exploration focusses on learning, 
adaptation, and risk-taking, exploitation focusses on cost, efficiency, and customer intimacy, and 
therefore differ substantially (O’Reilly et al., 2009). While many organizations invest and aim to 
become more entrepreneurial, few organizations succeed. 
This research explores organizational ambidexterity (the ability to explore and exploit) in organizations 
that use agile operating models to drive their core business. Through a multiple case study approach, 
this study specifically looks at the connection between innovation labs and agile organizations, using 
case studies of large organizations with extensive IT capability. Furthermore, this research explores 
how the tested and validated business ideas from the innovation lab can successfully integrate into 
the core business. The purpose of this research is to (1) understand the design of the interface 
between the innovation lab or corporate venture unit and the ongoing businesses, (2) to understand 
the consequences of a specific interface type, (3) to provide a framework to select the appropriate 
interface for organizations to manage innovation development, and (4) to improve the transition from 
the innovation lab into the ongoing business. We continue to explore the problem context of this 
research.  
 

1.1 Problem Context  

According to Accenture (2018), the global investments of Fortune 1000 organizations have increased 
their innovation investment from $361 billion to $456 billion from 2012 to 2017, and this trend is 
expected to continue. However, there is a growing realization that investing only in incremental 
innovation is insufficient. Organizations have aggressively increased their investments in radical 
innovation (Accenture, 2018). These investments frequently take place in the form of innovation labs, 
innovation centres, and corporate venturing units. Well-known examples of innovation labs are that 
of X “the moonshot factory” part of Google’s mother company Alphabet, HP Labs, IBM Research Labs, 
Xerox’s PARC, Bosch Innovation Labs, as well as Accenture’s Innovation Labs.  
Organizations structurally separate their radical innovation (exploration) activities from their core 
business (exploitation) because of the fundamentally different learning context and style of the two. 
Being able to explore and exploit simultaneously is referred to as ambidextrous organizations. These 
ambidextrous organizations need to balance the tension between the exploration and exploitation 
activities. Finding the right balance between incremental innovation and radical innovation, known as 
organizational ambidexterity, plays an important role (Andriopoulos et al., 2009). Structural 
separation, in the form of innovation labs and corporate venture units, is one of the modes to lower 
the tension during development and allows both activities to take place simultaneously.  
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While increasingly organizations set up innovation labs, many fail to capitalize on innovations and find 
a return on their investments. The overall return on innovation spending declined by 27 percent over 
the last five years (Accenture, 2018), in fact, a Capgemini report (Capgemini, 2015) states that 90 
percent of the innovation labs fail to deliver value. This threatens the organization’s innovation 
capability and the ability to remain competitive and develop new sources of value. Kirsner (2017) 
highlights the importance of this problem by clarifying that most innovation initiatives fail at the 
moment of integrating into the core business. It is the tension that appears to re-emerge at the 
moment of integration — allowing only a small amount of corporate innovation initiatives to make an 
impact on the ongoing business. Therefore, an essential and yet unexplored part is how this later 
tension can be resolved and how innovation labs connect to their core business. This problem arises 
at several of Accenture’s clients, which struggle to profit from their innovation investments. The 
problem context is the connection between the client’s core business and their innovation labs or 
corporate venturing unit. We continue with the problem statement and explore why we currently 
cannot solve this problem. 
 

1.2 Problem Statement 

Organizations increasingly try to become more innovative, adaptive, and future proof. Most 
organizations do know how to successfully develop and validate new ideas and business opportunities 
within the innovation lab. Ideas and new business opportunities are created using methods like Design 
Thinking, and tested and validated following Lean Startup principles. However, organizations fail to 
integrate and grow radical innovation initiatives within the core business for exploitation, making 
investments in innovation development very costly.  
One client mentioned the perceived reduction in radical innovation initiatives after their transition to 
agile methodology. They indicated the need for a better understanding of how other operating models 
as innovation labs are used for the development of radical innovation and how these contribute to 
the overall organization. However, from a literature perspective, little is known about how innovation 
labs and the corporate venturing units are connected to the agile organization. Since the innovation 
lab and the agile portfolio operate with different processes, cultures, and structures, it is crucial to 
understand what connects them.  
Clients have requested Accenture, in the context of agile portfolio management, to provide a solution 
to manage, integrate, and profit from their innovation lab's initiatives. Existing methodologies, such 
as the Scaled Agile Framework (SAFe) and the Lean Startup, do not provide mechanisms or guidelines 
for integrating and exploiting such radical innovation initiatives in the agile portfolio. The research gap 
identifies that current literature advocates for a better understanding of the interface design between 
innovation labs or corporate venturing units and the ongoing business, as this affects the 
organization's ability to both develop and transition radical innovation initiatives. Consequently, 
affecting the organization's ability to profit from their innovation investments. Following the literature 
review and the identified research gap, it is the role of innovation labs and their relationship with the 
ongoing agile organization that is yet unclear from a theoretical and a practical perspective. Based on 
the literature, the cause and effect tree of Appendix I is established, and the problem statement is 
defined accordingly: 
 
“With existing theoretical and practical understanding, organizations fail to adopt radical innovation 
initiatives into their agile core business and therefore fail to profit from their overall innovation lab 

investments.” 
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1.3 Research Setting 

This master thesis research is performed at Accenture, a global management consulting and 
professional services organization that provides strategy, consulting, digital, technology, and 
operations services. Accenture is a Fortune Global 500 organization, incorporated in Dublin, Ireland 
since 1 September 2009. In 2018, the organization reported net revenues of $39.6 billion, with over 
459.000 employees, serving clients in more than 200 cities in 120 countries. The specific department 
that requested this research is Enterprise IT Transformation, which is part of Accenture Technology, 
located in Utrecht, the Netherlands. Accenture Technology has the mission to power businesses with 
cutting-edge solutions using established and emerging technologies. Agile transformation activities 
are part of Enterprise IT Transformation providing organizational change management assistance, 
development of coaching, mentoring, and education skills.  
 

1.4 Research Outline 

This research aims to provide a better understanding of why organizations struggle to profit from their 
radical innovation investments and how organizations should organize the development and 
transition of radical innovation.  
The literature review (Chapter 2), therefore, focusses on three main topics: radical innovation within 
large organizations, agile operating models and innovation; and organizational ambidexterity: an 
approach to radical innovation. First, innovation is defined, and the difference between incremental 
and radical innovation is highlighted. Second, agile operating models on team level (Scrum) and 
organizational level (SAFe) are described, followed by the notion that the agile methodology is suitable 
for incremental innovation but lacks exploration activities and therefore the unsuitable for developing 
radical innovation. Therefore, the approaches to radical innovation are described in the third 
paragraph of the literature review. Tension arises between exploration and exploitation activities from 
the need for different process, structure, and culture. Organizations frequently use structural 
separation in the form of innovation labs and corporate ventures to lower the tension between 
exploration and exploitation, providing the necessary environment to develop radical innovation. 
However, how does one ensure that the innovation lab and corporate venture unit remain sufficiently 
connected to the ongoing business for successful development and the transition of radical 
innovation? The observed research gap is the need to obtain a better understanding of the interface 
design between the innovation unit and the ongoing business.  
This research aims to address this gap with a multiple case study (Chapter 3) to address the ‘how’ and 
‘why’ questions (Yin, 2018) using replication logic. The selected cases are organizations that use 
innovation labs or corporate venture units to organize their exploration activities. Using semi-
structured interviews with both leads from the innovation lab and the ongoing business for data 
collection. The interviews are fully transcribed and analysed by following the grounded theory 
methodology (Glaser & Strauss, 1967) to develop theory from qualitative data.  
The results (Chapter 4) of this research offer the three dimensions (connectedness, commitment, 
control) and three models (intertwined, insulated, dynamic) of the interface between the innovation 
lab and the ongoing business that appear from the case organizations. The interviewees provided 
tactics for the decision making and process to transition initiatives from the innovation lab and 
corporate venture into the ongoing business. The results explain how and why the case organizations 
are able to develop and transition radical innovation initiatives successfully. In the discussion (Chapter 
5), we discuss the answers to the research questions, the theoretical implications, and the limitations 
and areas for future research. We present a more practical framework to allow organizations to select 
the appropriate interface design and operating model to their innovation strategy. Finally, we 
conclude upon this research in the last chapter (Chapter 6).   
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Chapter 2  

Literature Review  
The literature review is constructed as follows. First, innovation and the various degrees of 
innovativeness is explored, mainly leading to the definition of radical innovation and incremental 
innovation and the need to use appropriate business styles, culture, and structure for each. The 
second paragraph continues by exploring agile operating models and how this connects to innovation. 
Various modes can be used to balance the two activities of exploration and exploitation and lower the 
tension between the different business styles. Organizations that actively pursue both activities are 
referred to as ambidextrous organizations. One of the balancing modes is structural separation, 
achieving exploration through innovation labs or corporate venturing units. This study continues by 
describing the process of developing radical innovation within these innovation labs and corporate 
venturing units and the challenges that arise when integrating these initiatives into the ongoing 
organization. The literature review concludes with the research gap, why current understanding fails 
to address the problem, leading to the research question and guiding questions of this master thesis 
project. 
 

2.1 Radical Innovation in the Organization 

Today’s global economy has resulted in intense competition for large and established organizations. 
They seek ways to become more adaptive and innovative to cope with constant market changes. 
Besides the need to be adaptive, there is need to go beyond incremental innovations of the current 
product line and produce radical innovations. Radical innovations are a way to escape the current 
competitive environment by creating entirely new markets using new technological developments. It 
allows organizations to create new lines of business or form entirely new organizations (O’Connor & 
DeMartino, 2006); however, many organizations struggle with this process and therefore fail to profit 
from their investments. To continue to explore radical innovation development, we require precise 
definitions of innovation and innovativeness, which is provided in the following paragraph. 
 

2.1.1 Defining Innovation and Innovativeness 

Defining Innovation 

Previously, innovation was defined as an idea, practice, or material artefact perceived to be new by 
the relevant entity of adoption (Downs and Mohr, 1976). Following the literature review of Garcia and 
Calantone (2002), the more appropriate definition of innovation as defined by OECD (1991, p.303-14) 
is also used for this study: “Innovation is an iterative process initiated by the perception of a new 
market and/or new service opportunity for a technology-based invention which leads to development, 
production, and marketing tasks striving for the commercial success of the invention”. This definition 
provides two important distinctions; (1) the innovation process incorporates the technological 
development of an invention in combination with the market launch of that invention to end-users 
through the process of adoption and diffusion, and (2) the innovation process is iterative in nature, 
incorporating the launch of the first innovation followed by the launch of improved innovation (Garcia 
& Calantone, 2002).  
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However, this definition does not consider the degree of newness in which innovations differ. Dewar 
and Dutton (1986) described the need to make the distinction between two types of innovation, one 
concerning a low degree of new knowledge and the other a high degree of new knowledge. Since the 
theories at the time could not be universally applied on both types of innovation, the terms radical 
and incremental are to be used to describe the type of innovation (Dewar and Dutton, 1986).  

Defining Innovativeness 

The degree of innovativeness ranging from incremental to radical innovation is defined accordingly. 
Radical innovations are fundamental changes that constitute revolutionary changes in technology, 
clearly differentiating from existing practices. It results in new market infrastructure and addresses 
demand, which was previously unrecognized by the customer (Garcia & Calantone, 2002). This 
demand fosters new industries with new competition, distribution channels, and new marketing 
activities. Incremental innovation, on the other hand, is characterized by minor improvements or 
simple alterations, refinements, and enhancement in the current technology. Incremental innovation 
provides new product features and benefits, or improvements to existing markets using existing 
technologies.   
Besides radical innovation and incremental innovation exist really new innovations and discontinuous 
innovations. According to Garcia and Calantone (2002), really new innovations are moderately 
innovative, resulting in either in a market discontinuity or a technological discontinuity, but not both. 
Where discontinuous innovation is either a radical innovation or a really new innovation, this depends 
on the level (new to the world, market, and industry or new to the firm and customer) and the field 
of discontinuity (technological or market area or both). Discontinuous innovations generally have the 
potential to provide; a five-ten times performance improvement, 30-50% cost reduction, or have new-
to-the-world performance features (Rice et al., 1998). In the following paragraphs, we explain 
incremental innovation and radical innovation in dept, since these definitions are most distinct in 
either high or low market and technological uncertainty. 
 

2.1.2 Incremental Innovation 

Incremental innovation is defined as the improvement or extension of current products lines with 
relatively minor changes to the existing process (McDermott & O’Connor, 2002). Typical examples of 
incremental innovation are the new iterations of the iPhone from Apple from the iPhone 6 to the 6s 
to the 7, or a new version of Gillette’s razor blade by adding an extra blade or some other small 
improvement. Most innovations are incremental innovation. The incremental innovations process is 
typically subject to low market uncertainty and low technological uncertainty (McDermott & 
O’Connor, 2002), see Figure 2.1.  

 
Figure 2.1: Market uncertainty and technological uncertainty in innovation, adopted from McDermott & O’Connor (2002) 
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Existing organizational cultures, systems, structures, and pressures naturally tend to take on 
incremental innovation because this avoids risk-taking and provides a path to quicker profits 
(McDermott & O’Connor, 2002; Furr et al., 2019). Development of incremental innovation is primarily 
based on the existing skills of the organization, together with existing or easy to obtain technological 
and market knowledge. The overall development process and the profit potential have higher 
predictability than radical innovation. 
 

2.1.3 Radical Innovation 

Radical innovation is defined as the development and introduction of new technologies and ideas into 
markets that are either unexplored or require significant behavioural changes to current markets 
(McDermott & O’Connor, 2002). The development of new businesses and product lines based on 
radical innovations is critical for the renewal of a firm’s competitive position (McDermott & O’Connor, 
2002), and provide an opportunity to escape the competitive environment (O’Connor & DeMartino, 
2006). Examples of radical innovation are the steam engine, reusable space rockets from SpaceX, and 
the commercialization of technologies such as the Internet, virtual reality (VR), and the Internet of 
Things (IoT). These radical innovations provide sources of future growth, and the possibility to 
transform current markets or to create entirely new markets, new lines of business for future product 
increments. In addition to this, the degree of innovation radicalness is measured by the reliable and 
consistent multidimensional measure developed by Green et al. (1995). This measure incorporates 
four dimensions; 1) technological uncertainty, 2) technical inexperience, 3) business inexperience, and 
4) technological cost.  
Because radical innovation is related to high market uncertainty and high technological uncertainty, 
these are risky projects that require longer development times and more significant investments 
compared to incremental innovations. The aim is to reduce the technological and market uncertainty 
over time. The development process of radical innovation is so distinct from existing processes and 
activities within the organization that the process of launching it into the market is utterly different as 
well (McDermott & O’Connor, 2002). One frequently does not know what one does not know, and 
one has to learn during the process. Developing a radical innovation requires the organization to 
obtain new skills, new levels of market understanding, new technological developments, and leaps in 
new processing abilities and systems (McDermott & O’Connor, 2002).  

Capability 

O’Connor & DeMartino (2006) describe three competencies required for the organization’s radical 
innovation capability: discovery, incubation, and acceleration. Discovery capability involves the 
creation and recognition of the idea or a new business opportunity. Discovery is followed by an 
incubation capability that is required to develop this opportunity into a business proposal. This 
business proposal is tested using working prototypes (O’Connor & DeMartino, 2006) to reduce 
technological and market uncertainty. The acceleration capability of the initiative is required to grow 
the business to a more predictable level, where better sales and operational estimates can be made. 
O’Connor & DeMartino (2006) state that the discovery is recognized by a phase of exploration, the 
incubation by an experimentation phase and that the acceleration requires exploitation. Developing 
radical innovation remains difficult; otherwise, everyone would continuously launch radical 
innovations. Radical innovation requires a different culture and approaches to escape incremental 
thinking and acting.  

Culture 

Radical innovation initiatives require more time than incremental innovation initiatives in order to 
formulate hypotheses and to test them (Pisano, 2019). Furthermore, the innovation culture is not 
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understood well, and the favourable behaviours must be counterbalanced with more stringent and 
more rigorous behaviour. According to Pisano (2019), the optimal environment for radical innovation 
requires four cultural principles that need careful management: tolerance for failure but no tolerance 
for incompetence; willingness to experiment but highly disciplined; psychologically safe but truthful 
and straightforward; collaboration but with individual accountability.  
Pisano (2019) describes that failing is part of the process of exploration within an uncertain 
environment; however, failure should not be caused by poor management or incompetence. Because 
of the uncertainty, the exploration requires highly competent people, with a culture where learning is 
essential instead of failure. The culture requires discipline for careful selection of experiments based 
on the potential learning value, and they are designed in a way to obtain as much information as 
possible with relatively low costs. This could be achieved using minimum viable products (MVPs) 
according to the Lean Startup (Ries, 2011). Minimum viable products are products with just enough 
features to satisfy early customers and to provide feedback for future product development (Ries, 
2011). However, demanding data to confirm or kill a hypothesis too fast can destroy the intellectual 
play necessary for creativity. The third principle is that besides psychological safety, the people need 
to provide and accept constructive criticism of their ideas and proposals. Finally, collaboration with 
individual accountability illustrates the need for individuals to be accountable, make decisions, and 
own the consequences, in the environment of the team. In this case, accountability can also drive 
collaboration.  
To diverge on a cultural level remains challenging since cognitive traps frequently withhold 
organizations during the development of radical innovation.  

Cognitive Traps  

In a recent article, Furr et al. (2019) describe how incremental innovation plagues the organizations in 
the pursuit of radical innovation. This is caused by cognitive traps which come in the form of three 
biases. The availability bias is the tendency to substitute available data for representative data. The 
familiarity bias is the tendency to treasure things we already know. Finally, the confirmation bias is 
the tendency to think new information confirms current beliefs. 
Consequently, new ideas and opportunities are related to the status quo, rather than completely out 
of the box ideas. Current practices such as Lean Startup and agile development are valuable but not 
sufficient to get rid of these biases (Furr et al., 2019). The article addresses that even with these 
methods, organizational beliefs and perceptions are so strong that it remains extremely difficult to 
come up with entirely new ideas. This is another example that illustrates the tension and difficulty of 
exploration within the core business. Furr et al. (2019) provide four approaches that help to get rid of 
those biases and encourage creative thinking and focus on what could be. These four approaches are 
(1) to use science fiction to develop ideas of how things could be in the future, (2) using analogies 
from different domains, (3) first principle logic by questioning the status quo and exploring the core 
principles and then developing from the bottom up, and (4) exploring adjacencies using exaptation to 
discover completely different uses. 
We now developed an understanding of the differences between radical and incremental innovation, 
the necessary capabilities, and the difficulties to escape existing beliefs when developing radical 
innovation. In the following paragraph, we explore agile operating models and how do they contribute 
to the development of radical innovation. 
 

2.2 Agile Operating Models and Innovation 

Agile project management is an approach for organizations to become more adaptive and deliver 
innovation faster and more frequently in today's competitive environment (Rigby et al., 2016). 
Originated from the software industry, agile uses an iterative process. This is in contrast with 
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traditional product management methods that apply a linear process from project definition to its 
delivery, often referred to as the waterfall approach. Agile project management considers the 
uncertainty of the project and uses iterative steps for intermediate delivery (Nerur and Balijepally, 
2007). This style is used to improve the development of innovation in an iterative way using close 
customer interaction and fast and frequent feedback loops to adapt to constant marketing changes 
(Stettina & Hörz, 2014). Rigby et al. (2018) describe various conditions favourable for applying agile 
methodology: frequent change in customer preference and possible solutions, close collaboration 
with the customer as possible, complex problems with unclearly defined scope and cross-functional 
collaboration is critical, creative breakthroughs and time to market are essential, and the process can 
be broken into parts to work in iterative steps. To use the agile methodology effectively, one should 
have some representation of its customers, and possess the required skills to complete its tasks. 
Compared to traditional approaches, they almost always result in higher productivity and motivation, 
faster time to market, better quality, and lower risk (Rigby et al., 2018). However, agile methods are 
less suitable for the business context of routine operations. Current agile practices hold several 
methods such as extreme programming and Scrum, which is the most commonly used method. These 
approached are focused on the team level, where the scaled agile framework (SAFe) provides a 
methodology to be agile throughout the portfolio.  
 

2.2.1 Agile in Teams: Scrum  

A frequently used method by agile teams is Scrum. Scrum is an agile, lightweight process for managing 
and controlling software and product development in rapidly changing environments (Cervone, 2011). 
The overall goal of Scrum is to deliver a more suitable product faster than with traditional methods. 
Scrum is built on three major components: team, process, and artefacts. The Scrum team is a self-
organizing, cross-functional team that consists of five to ten people who are guided by a Scrum master 
and a product owner. The Scrum process follows an iterative cycle with five major activities: the kick-
off, the sprint planning meeting, the sprint, the daily Scrum meeting, and the sprint review meeting 
(Cervone, 2011), where the sprint is a specific iteration, that typically takes less than a month (Rigby, 
2016). During the sprint planning meeting, the Scrum team, together with a Scrum master and product 
owner, define the product backlog and the sprint goal, which is the formal outcome of the particular 
sprint, together with the sprint backlog. During the daily Scrum meeting, the Scrum team together 
with the Scrum master, briefly discuss what has been done since the last Scrum, what will be done 
until the next Scrum, and what hinders from work being done. At the end of each sprint, the team 
demonstrates the functionality that is created to the product owner. Important artefacts for Scrum 
are the product backlog, the sprint backlog, and burndown charts. The project backlog is a prioritized 
list of project requirements of the project, with the sprint backlog being a section of that work for a 
specific sprint. Burndown charts are used to visualize the work that is done. In contrast to Scrum, 
operation models as SAFe provide organizations the ability to be agile throughout the organization.  
 

2.2.2 Agile at Scale: SAFe 

Scaled Agile Framework (SAFe) is a commonly used approach to scale agile throughout the 
organization, created by Leffingwell et al. (2010). This framework is divided into three levels: portfolio, 
program, and team. A portfolio management team has the responsibility to maintain a portfolio vision, 
allocates resources to value streams through investment themes, and defines and prioritizes a 
portfolio backlog. A value stream is represented by consecutive steps used to build solutions that 
provide a continuous flow of value to the customer. The portfolio backlog is the highest-level backlog 
of the portfolio, containing upcoming business and enabler epics used to create and evolve solutions. 
Epics are ‘containers’ for solutions, of significant size to perform analysis, develop a minimal viable 
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product (MVP), and financial approval before implementation. Business epics directly deliver business 
value, while enabler epics provide the necessary foundation to develop business epics.  
The portfolio management team has the highest level of decision-making and financial accountability 
for the value streams and solutions within the portfolio (Scaled Agile Framework). On a program level, 
a product manager interacts with the portfolio management team and participates in decision-making 
on prioritizing activities for the program backlog, to deliver solutions via an Agile Release Train (ART). 
The ART describes the program level teams, roles, and activities that incrementally deliver a portfolio 
flow of value (Scaled Agile Framework). The Scrum teams are part of a larger Agile Release Train, 
where they cooperate in building larger systems (Scaled Agile Framework) to deliver cohesive end-
user value. Within the ART, the teams are synchronized in their development cycles and the release 
of each iteration. On a team level, about five to ten agile teams are responsible for executing and 
implementing the projects according to agile methods, such as Scrum. We have developed an 
understanding for agile on team level (Scrum), and organizational level (SAFe), however, how do these 
models relate to innovation? 
 

2.2.3 Connecting Agile to Innovation  

The SAFe focuses on the speed of execution and exploitation throughout the portfolio. However, how 
does agile project management relate to innovation, and is it effective in the context of both 
incremental and radical innovation? In order for the iterations to work, the cross-functional teams 
already possess the required skills for execution. This approach suits well in the context of incremental 
innovation, where technological and market uncertainty is low. Edison et al. (2015) state how agile 
software development is used to develop working software faster but is unsuitable for finding out 
what to develop. A recent HBR article from Furr et al. (2019) discusses how an experiment from 
Harvard Business School found that agile methodologies (e.g., customer observation, A/B testing and 
sprints) reduced divergent thinking, providing strong evidence that it leads towards incremental 
innovation instead of radical innovation.  
Rigby et al. (2018) describe that agile teams are best suited for innovation in the context of the 
successful application of creativity to improve products and services, processes, or business models. 
These teams are capable of adapting to change, rather than creating change themselves, which radical 
innovation requires. Although seemingly similar in style, radically innovation, in contrast to adapting, 
focuses on the creation, the development of new applications, new technologies, new markets, new 
businesses. The organization then copes with high technological and market uncertainty and needs to 
obtain new skills and develop new technological and market knowledge (McDermott & O’Connor, 
2002). Exploration activities characterize this process and are directed to find out what to develop. 
Exploration is more suitable within a startup-style culture, and structure that for example, follow the 
process of build-measure-learn of the Lean Startup (Ries, 2011). SAFe currently lacks this process of 
exploration. Therefore, agile project management is generally more suited for incremental innovation 
(Rigby et al., 2018; Edison et al., 2015; Furr et al., 2019) and requires new systems, structures and 
processes to develop radical innovation. 
Organizations that actively pursuit both exploitation and exploration, are ambidextrous organizations 
and obtain the highest long-run performance (Gupta et al., 2006). Therefore, agile organizations need 
to include exploration in their organization. The next paragraph describes how organizations can 
balance exploration and exploitation and develop radical innovation. 
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2.3 Organizational Ambidexterity: An Approach to 

Radical Innovation 

The differences between incremental and radical innovation are highlighted in the previous 
paragraph. Where incremental innovation is characterized as the exploitation of the current business 
using existing technology with incremental updates, radical innovation is about the exploration of new 
business opportunities in new markets and with new technologies (O’Connor & DeMartino, 2006). 
McKinsey’s three-horizons model of innovation (McKinsey & Company, 2009) complements this 
notion and separates the maturity of the business in three stages (current core business, growth 
business, and future growth business). It helps to categorize different innovation activities within the 
portfolio of an organization and recognize the differences between exploration and exploitation.  
Since agile operating models are unable to develop radical innovation, other operating models are 
required. Entrepreneurial units are better at developing radical innovation because they work in 
multidisciplinary teams, are proactive and work in flat organizational structures (Paternoster et al., 
2014). These units focus on discovery and incubation, that characterizes by exploration, required for 
radical innovation development. 
However, tension arises because of the fundamentally different approach of exploration and 
exploitation (Raisch et al., 2009). This tension needs to be managed or balanced. Balancing both the 
exploration activities and exploitation activities is called ambidexterity and is crucial for consistent 
performance in volatile markets (Birkinshaw and Gibson, 2004) and leads to superior performance 
(Tushman and O’Reilly, 1996). 
For simultaneous exploration and exploitation, organizations frequently balance the tension through 
structural separation (Tushman and O’Reilly 1997). Corporate entrepreneurship through innovation 
labs or internal corporate venturing units is a frequently used form of structural separation. Within 
this environment, entrepreneurial units follow the stages of discovery, incubation, and acceleration 
to develop radical innovation initiatives. After a radical innovation initiative completes incubation, the 
goal is to grow and integrate the new product, technology, or business opportunity into the core 
business. However, the process of integration can be burdensome and even lead to an overall failure 
of the innovation initiative. The necessary supporting structures and processes to guide the 
integration of radical innovation initiatives are neither incorporated in existing operating models nor 
agile operating models as SAFe. First, however, we continue to describe the three horizons of 
innovation. 
 

2.3.1 Three Horizons of Innovation  

An organization’s innovation portfolio can be divided into three horizons model of innovation: (1) 
current core businesses, (2) growth businesses, and (3) future growth businesses (O’Reilly et al., 2009). 
Different challenges arise within each business context. It requires different organizational structures 
and approaches, depending on the horizon (MacCormack et al., 2012). Horizon 3 focuses on the 
discovery and incubation of innovation and new businesses, followed by Horizon 2 that focuses on 
growing and accelerating these businesses, where Horizon 1 is about optimizing the business and 
increasing profitability. 
Especially relevant within the problem context of this research are Horizon 3 and 2, and how they are 
connected. Where technological uncertainty and market uncertainty are high during Horizon 3 
initiatives, this decreases as initiatives and markets mature, see Figure 2.2.  
Table 2.1, adopted from O’Reilly et al. (2009), provides an overview of the differences between the 
three horizons in terms of focus, output, critical success factors, and metrics. Within Horizon 3, the 
startup-style is used to experiment with multiple prototypes in order to understand the value 
proposition to different customers.  
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Figure 2.2 Aligning development style with business context, adopted from MacCormack et al. (2012); *O’Connor et al. (2006) 

Actively pursuing innovation with innovation labs and internal corporate ventures support the 
exploration activities of the organization, where otherwise, organizations only focus on exploitation 
in Horizon 1 and 2. At Horizon 2, it is essential to evolve the product to meet changing customer needs 
and technical choices. This requires speed, flexibility, responsiveness, and scalability (MacCormack et 
al., 2012). Learning from Hewlett-Packard (HP), the study of MacCormack et al. (2012) describes how 
this firm has successfully developed a framework for each business context and that agile 
methodology aligns well with the acceleration of growth businesses, in Horizon 2, while using another 
style in Horizon 3. Agile project development appears to be appropriate in this Horizon because it can 
meet the required criteria for success. With its fast and iterative approach of agile project 
management, it can deliver the necessary speed, flexibility, responsiveness, execution, and scalability. 
Once entering the maturity stage of Horizon 1, the objective is to improve only the features valued by 
customers and optimize costs (MacCormack et al., 2012). 
 
Table 2.1: Three Horizons Model of Innovation, adopted from O’Reilly et al. (2009); MacCormack et al. (2012) * 

 
Horizon 1 
Mature businesses 

Horizon 2 
Growth businesses 

Horizon 3 
Future businesses 

Focus Efficiency, defend and 
increase profitability 

Building and 
Acceleration   

Discovery and Incubation 

Management 
style* 

Efficient Agile  Startup / Emergent 

Outputs Annual budgets and 
operating plans 

Investments, business 
plans for growth 

Reduced uncertainty, 
business plan 

Critical success 
factors 

Cost, efficiency, customer 
intimacy, incremental 
innovation 

Customer acquisition, 
speed, execution, 
flexibility 

Learning, adaptation, risk-
taking, business model 
innovation 

KPI’s Profit, margins, costs Market share, growth Milestones 

 
Previously, we explored the approach and organization of agile project management in the previous 
paragraph. We now observed that the different styles and focus at different maturity phases of the 
organization and that agile operating models appear to be most suited for Horizon 2. Organizations 
need to focus on each phase to be an ambidextrous organization; however, connecting the business 
style creates tension within the organization. In the following paragraphs, we explore this tension that 
arises between exploration and exploitation when pursuing radical innovation, and the approaches 
used by organizations to develop radical innovation.  
 



 

12 
 

2.3.2 The Tensions Between Exploration and Exploitation 

Tushman & O’Reilly (1996) describe how both exploration and exploitation activities are essential for 
organizational learning and survival but are subject to inherent contradictions that need to be 
managed. Exploration is executed during the process of search, experimentation, and variation, where 
exploitation focuses on productivity and efficiency through decision-making, execution, and variance 
reduction (Lavie et al., 2010). The tension arises in the effort of creating an alignment of strategy, 
structure, and culture. The exploitative units are larger and more centralized with tight cultures, 
discipline-driven that focus on maximizing profit and efficiency and control through process 
management (Benner & Tushman, 2002, 2003; Andriopoulos & Lewis, 2009). While the explorative 
units work with a loose culture and flexible processes, passion-driven, and have a breakthrough 
emphasis (Andriopoulos & Lewis, 2009). An essential aspect of organizational ambidexterity is finding 
the right balance between the two types of innovation and being able to leverage both the long-term 
and short-term performance outcomes, achieved through various balancing modes. 
 

2.3.3 Modes of Balancing Organizational Ambidexterity  

Balancing ambidexterity to reduce the tension between exploration and exploitation is achieved 
through contextual ambidexterity, organizational separation, temporal separation, and domain 
separation (Lavie et al., 2010). Contextual ambidexterity balances exploration and exploitation on 
individual or group level, focusing on either of the two at a given time or location. Organizational 
separation is a form where distinct organization units either focus on exploration or exploitation. 
Temporal separation uses cycles where the organization explores during one moment in time and 
shifts to exploitation at the other. Domain separation is achieved when organizations specialize in 
exploring in one domain while exploiting in another (Lavie et al., 2010). Since exploitation works best 
in well-structured and bureaucratized environments (Benner & Tushman, 2003), this process is well 
adopted by the core business. In the case of exploration, it seeks flat organizational structures, flexible 
routines, and trial and error learning modes (Lavie et al., 2010), this is better adopted within a startup 
type environment. Because of the fundamentally different distinctive learning contexts between the 
exploration and exploitation, the business units focused on exploration are physically and culturally 
separated from exploitation business units to avoid cultural and procedural spillovers (Christensen, 
1997), and cognitive traps (Furr et al., 2019). The organizational separation allows for exploration and 
exploitation to be performed simultaneously within separated organizational units (Lavie et al., 2010).  
Structural separation can be facilitated through corporate entrepreneurship, using entrepreneurial 
units such as innovation labs and internal startups (Edison et al., 2015), and internal corporate 
ventures (Lavie et al., 2010; O’Connor, 2015). They act as a corporate venture but still benefit from 
sharing links to their corporate organization (Garret & Covin, 2013).  
Tushman and O’Reilly (1997) argued that to cope with the complexity and fast pace of change that 
many organizations face, organizations require simultaneous exploration and exploitation, which is 
achieved through structural separation. Where O’Reilly and Tushman (2013) argued that: “It appears 
that structural ambidexterity is crucial in creating the context where incumbent firms can explore in 
the context of their existing strategy and history.” The organization then can take advantage of the 
existing knowledge and expertise by integrating the initiative into one of the existing business lines 
after the initiative has gained traction (O’Reilly et al., 2009). This links the form of structural 
ambidexterity to our research problem of integration. In the following chapters, organizational 
ambidexterity is therefore identified in the form of structural separation. Structural separation 
complies with the problem context of paragraph 1.1, that focusses on innovation labs and corporate 
venturing units as an approach to radical innovation. 
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2.3.4 Innovation Labs and Internal Corporate Venturing Units 

Innovation labs and internal corporate venturing units are distinct business units that focus on radical 
innovation and emerging business development (Covin & Miles, 2014; Schmidt et al., 2014). An 
innovation lab typically is a space where specialized competences temporarily unite and provide 
resources for creative thinking, where an internal corporate venturing unit works on new business 
development. They are both approaches to systematically and continuously support corporate 
entrepreneurship and the development of radical innovation. 
With these approaches, the entrepreneurial activity can take different forms depending on the 
strategic intent of the innovation activity. The four most common forms described by Covin and Miles 
(1999) are sustained regeneration, organizational rejuvenation, strategic renewal, and domain 
redefinition. Sustained regeneration is where organizations regularly and continuously introduce new 
products and services or enter new markets. The form of organizational rejuvenation or organizational 
renewal is defined by organizations that seek to sustain or improve their competitive position by 
making internal adaptations to its processes, structures, or capabilities. Organizations focusing on 
strategic renewal reinvent their market or industry competitor relationships by radically adapting how 
it competes, focusing on the environmental context of the organization. Finally, domain redefinition 
refers to the organization that proactively creates a new product-market environment that others 
have either not yet recognized or not actively exploited, taking the early mover advantage.   
The parent organization is committed the innovation labs and internal corporate ventures by 
providing funds, co-location, expertise, and contacts (Weiblen & Chesbrough, 2015). Kirsner (2017) 
introduced another dimension to the innovation lab-ongoing business relationship. He described 
different degrees of connectedness between the innovation labs and the core business, defined as 
intertwined innovation and insulated innovation. At intertwined innovation, the innovation initiatives 
are closely aligned with the interests and needs of the business units. The core businesses are more 
involved in the funding and guidance of the innovation initiatives, where some organizations even 
moved the innovation initiatives to particular business units. The opposite is insulated innovation 
concerning initiatives that have a low degree of engagement to the core business. Intertwined 
innovation is described to be more successful; however, also more prone to result in incremental 
innovation.  
Entrepreneurial teams work within the startup type environment on the exploration of new business 
opportunities and ideas. The trajectory that new business development follows as it matures, from an 
initiative within the innovation lab to the core business is captured by the three horizons of innovation 
(O’Reilly et al., 2009). New business opportunities and ideas are turned into initiatives for incubating 
and experimentation to demonstrate economic viability. Ultimately, the goal is to integrate successful 
new ideas and businesses opportunities into existing divisions or set up new operating divisions within 
the organization for exploitation. To turn ideas into businesses, the entrepreneurial teams first follow 
the three capability phases to develop radical innovation. 
 

2.3.5 The Radical Innovation Capabilities 

Radical innovation initiatives in innovation labs and corporate ventures typically follow the capability 
phases of discovery, incubation, and acceleration (O’Connor & DeMartino, 2006). The discovery and 
incubation take place within Horizon 3, while accelerated growth takes place in Horizon 2. Each step 
requires distinctive types of expertise and processes while managing the interface and transition 
between the three stages and their activities is crucial for the development of radical innovation 
(O’Connor & DeMartino, 2006). The IBM case study described this process of radical innovation by the 
steps of variation, selection, and retention, which is based on the idea of evolution as natural selection 
(O’Reilly et al., 2009). Throughout the radical innovation development process, the teams follow the 
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Lean Startup methodology to quickly test and validate their business ideas and create a validated 
business proposal (Ries, 2017, pg 46-49).  

Discovery  

Discovery requires exploration skills such as the creation, recognition, elaboration, and description of 
new business opportunities (O’Connor & DeMartino, 2006). Ideas can originate from the inside as well 
as from outside the organization. For example, from creative people and teams within the 
organization as well as through universities, researchers, customers, and external experts. 
Furthermore, new business opportunities can arise by identifying disruptive technologies, new 
business models, and attractive new markets (O’Reilly et al., 2009), as well as problems. However, 
men should be aware of the cognitive traps and the tendency towards incremental innovation as 
described by Furr et al. (2019). Because of limited organizational resources, not all ideas can be 
explored. In order for ideas and new business opportunities to be approved and become an initiative 
in the innovation lab, it should meet specific selection criteria. From an IBM case study, the following 
best practices are used for the selection of ideas (O’Reilly et al., 2009) strategic alignment with the 
corporate strategy, organizational leverage, a new source of customer value, x-amount of revenue 
potential, ability to become a market leader, and sustained profitability. Cross-functional teams are 
then organized to work out the selected ideas and enter the incubation stage. 

Incubation  

The goal of incubation is to filter out business ideas and to create suitable business proposals. The 
business proposal is a validated hypothesis about what the technology platform could enable in the 
market, what the market will eventually look like, and the business model. Cross-functional teams 
develop and test the value propositions and business models (Ries, 2017). By building minimum viable 
products (MVP’s), the team quickly test their business proposal and their vision, following an iterative 
process of experimentation. Following a build-measure-learn cycle provides the team with sufficient 
information to decide whether they should persevere, pivot their business plan, or stop the initiative 
(Ries, 2017). Necessary skills during the incubation stage are technical and market learning, market 
creation, and testing of the business proposal (O’Connor & DeMartino, 2006). The incubation process 
is a vulnerable phase in the overall development process since many initiatives are stopped, partly 
because of financial pressure (O’Connor & DeMartino, 2006) as well as the evaluation and supervision 
of initiatives at this phase that requires a significant amount of resources. Key principles for success 
obtained from the IBM case are active and frequent senior-level involvement and support, 
experienced and skilled leadership, mechanisms for cross-company alignment, provide and monitor 
resources according to plan, actions linked to critical milestones, and quick decision making (pivot, 
persevere, or stop) (O’Reilly et al., 2009). As is described by Pisano (2019), the innovation culture 
aspects are essential during the stage of incubation. 
When the initiative team has developed a validated business proposal, and the team meets selected 
criteria, they are ready to ‘graduate’ the initiative. This means that the initiative is ready to make the 
transition from the innovation lab environment towards the core business and become a growth 
business when moving from a Horizon 3 to a Horizon 2 initiative, as is described in the IBM case. 
Graduation criteria from the IBM case are the presence of a strong leadership team, a clearly 
articulated strategy for profit contribution, early market success, and a validated customer value 
proposition (O’Reilly et al., 2009). However, current literature lacks a clear consensus about these 
criteria and where the exact shift takes place from experimentation to execution. Where some 
describe that the initiative should have a validated business proposal and reduced their uncertainty 
(O’Reilly et al., 2009) others state that the activities need to be characterized by execution, in order 
to grow the new business to a level where it is self-sustainable relative to other business platforms 
from receiving business unit (Connor & DeMartino, 2006). 
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Acceleration 

When the initiative graduates and is ready to become a growth business, the focus is to build a 
business level with more predictable sales and operations. The team has reduced the technological 
and market uncertainty to an acceptable point so that the team can scale their business proposal. 
Scaling up the business requires investment to build an infrastructure for growth, focusing on and 
responding to market leads and opportunities, and starting to develop repetitive processes for 
business processes as manufacturing and order delivery, customer contact and support (O’Connor & 
DeMartino, 2006; O’Reilly et al., 2009). Acceleration requires abilities to manage high-growth 
businesses and involves exploitation rather than exploration (O’Connor & DeMartino, 2006). Success 
factors during this stage of growth are customer acquisition, speed, execution, and flexibility (O’Reilly 
et al., 2009; MacCormack et al., 2012).  
The agile operating style fits the business context of Horizon 2 growth businesses. The agile project 
management style aligns with the success criteria required for acceleration when a new business 
moves from Horizon 3 to Horizon 2 (O’Reilly et al., 2009). Where acceleration or growth stage requires 
speed, flexibility, scalability, and execution, these are typical advantages of the agile methodology. 
The case of HP supports this since it has successfully implemented agile in the stage of acceleration 
(MacCormack et al., 2012). However, more case studies are needed to support the claim of a better 
fit between innovation labs and agile core businesses.  
In most cases, innovation labs and corporate venturing units provide discovery and incubation 
capability, where acceleration capabilities exist within the ongoing business. The initiatives that 
graduate from the innovation lab, then enter the most vulnerable part of the entire development 
process (Kirsner, 2017), the transition from the innovation lab to the ongoing business. Neglecting this 
critical transition process can ultimately kill the validated initiative. 
 

2.3.6 The Curse of Successful Radical Innovation Initiatives 

When radical innovation initiatives have successfully managed themselves through all the first stages 
of development, they can still fail to integrate into the core business and grow successfully. It is argued 
to be the greatest challenge of the development of radical innovation (O’Connor and DiMartino, 
2006). Ries (2017, pg 46-49) describes that the hardest part for organizations is knowing what to do 
when radical innovation initiatives are successful and that innovation labs managers seldom have a 
plan for the process of adoption. McDermott and O’Connor (2002) described this as a gap in attention 
during the transition process, and the lack of mechanisms to move the development of an initiative 
forward. Also, the inability to guide the process of integration can still lead to killing the initiative, as 
few organizations put sufficient effort into this most vulnerable phase (Kirsner, 2017). Part of the 
problem of integration arises from the same reason that exploration and exploitation are separated 
in the first place (Burgelman, 1985). It is caused by the tension between the activities of exploration 
and exploitation and the fundamentally different learning context. The structural separation that 
allowed the two activities to take place at the same time has postponed the tension to the point of 
integration. Radically innovative initiatives often threaten the activities of the core business, which 
can cause resistance during integration. 
In most cases, the development process up to and including incubation takes place within the 
innovation lab, before transferring the initiative and accelerating it within the core business (Weiblen 
& Chesbrough, 2015; O’Reilly, Harreld & Tushman, 2009). O’Connor and DeMartino (2006) provide 
arguments that the initiative should be generating profitable returns before it can be integrated, form 
an entirely new business unit or a spin-off. The reason would be so that the new entity has less chance 
to be neglected by the receiving business unit. Others describe how the new business becomes ready 
for adoption when the primary activities shift from exploration towards execution, becoming more 
closely aligned with the style of the receiving business unit (Ries, 2017, pg 46-49). However, the exact 
qualifications of a radical innovation initiative to integrate into the core business remain debatable. 
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Multiple studies illustrate the importance of the organization design of the interface between the 
innovation labs and the core business, in order to successfully transfer the new entity (Raisch et al., 
2009; O’Reilly & Tushman, 2013; Weiblen & Chesbrough, 2015; Ries, 2017). It is crucial to develop a 
better understanding of the required interface design, including the decision-making process, to 
decide whether and when the new entity is ready to ‘graduate’ and be absorbed.  
We developed an understanding of the vulnerability and the consequences of the transition process; 
the next paragraph discusses the challenges that complicate the transition.  

The Challenges of Transitioning Radical Innovation Initiatives 

The tension that arises during the transition of initiatives from the innovation lab to the ongoing 
business emerges on both sides. MacCormack et al. (2012) describe that at HP, managers resist from 
moving from the emergent business style to the agile project development to maturity because this 
is perceived as a loss of creativity, flexibility, and resources, as well as lack of control. On the other 
hand, radically innovative initiatives often threaten the activities of the core business, which causes 
resistance from the core business for adoption. Another hurdle is that accelerating the business unit 
often does not fit well within the budget of the receiving unit (Weiblen & Chesbrough, 2015). 
Integration is more complicated than anticipated because of the differences in the operating models 
between the new entity and the core businesses (Burgelman, 1985). These operating modes can even 
differ considerably between existing business lines. This tension is caused by postponing the tension 
to the point of integration. Ries (2017, pg 46-49) explains that the core business can only take 
responsibility from the point where execution becomes the primary activity. As radical innovation 
initiatives mature, the team will focus more on execution than experimentation. The radical 
innovation team thus adapts its development style, fitting for a growth environment (MacCormack et 
al., 2012), and more closely aligned with the receiving business unit.  
When integrating a new business initiative into the core business operating according to a traditional 
project management style, this gap in business style is significantly large, creating tension for adoption 
and complicating the entire integration process. The tension is likely to be smaller where the receiving 
business unit operates according to agile project development. The agile project development style is 
more aligned with that of emergent businesses. The radical innovation initiatives and their teams need 
to align with the receiving party to reduce the gap in business style. 

Aligning and Transitioning Radical Innovation Initiatives 

The radical innovation initiative needs internal traction for successful adoption. Employees inside the 
core business adopt the new businesses in the same way as consumers, some are early-adopters, 
while most are not (Moore, 1991). In order for a receiving business unit to adopt a radical innovation, 
this unit needs executive sponsorship (Ries, 2017 pg 192; Weiblen & Chesbrough, 2015; O’Connor & 
DeMartino, 2006). Executive-level champions remove issues that arise with the team to integrate the 
newly developed businesses, systematically and proactively (Ries, 2017, pg 198), and support the 
integration of the new business into the existing line. Other factors that ease the integration is when 
representatives from the receiving units are involved when employees from the receiving unit 
participate in the new business initiative, and when activities are partly directed inward to the 
receiving business units (Weiblen & Chesbrough, 2015; Kirsner, 2017). Decentralization of the 
innovation lab at the various business lines of the organization can also ease adoption (O’Reilly et al., 
2009), as well as radical innovation investment themes aligned with specific core business lines. 
Essential in the integration process is the involvement of middle-level management. The middle-level 
managers possess the required capabilities and skills for forming the new business strategy within the 
existing organization since the new business involves a change at multiple levels of the existing 
business lines (Burgelman, 1985). However, part of the nature of radical innovation initiatives is the 
high technological and market uncertainty, and this makes it difficult to predict how the strategic 
interdependencies come to be. A steering committee constructively deals with conflicts in the 
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strategic area. Rice, Leifer, and O’Connor (2002) provide seven propositions to support the transition 
to the core business positively. These propositions are: (1) the establishment of a transition oversight 
board, (2) a transition team, (3) an assessments of transition readiness, (4) a detailed transition plan, 
(5) the transition funding commitment from corporate resources, (6) a transition team that lays the 
foundation for a large market, as well as the (7) involvement of senior management champions.  
Integration of initiatives into the existing business, allows organizations to profit from their innovation 
investments. However, organizations should not neglect other paths to commercialize their initiatives 
when they lack alignment with the ongoing business.  

Other paths to Commercialization 

The general aim for successfully developed radical innovation initiatives is to integrate into the 
organization for exploitation. However, radical innovation initiatives do not always find the right ‘fit’, 
caused by a low degree of strategic organizational relatedness (Burgelman, 1985) and operational 
relatedness. It should not be forgotten that there are other paths towards commercialization and that 
this consideration needs to be made. Creating an entirely new business line can sometimes resolve 
this issue. Furthermore, in case of a low organizational fit, there is the option to e.g., license out or 
sell IP rights of the technology (Chesbrough, 2003). Other examples of commercialization are that of 
Xerox’s PARC and the role of open innovation in the process. When a new business unit does not fit 
within the organization, commercialization of this business can take place in the form of a spin-off, 
becoming a company on its own. An example of a very successful spin-off business is that of Adobe, 
originated from the PARC (Chesbrough, 2003). 
 
This review has provided a comprehensive view of the existing literature on the topic. We started by 
exploring the differences between incremental and radical innovation, that agile operating models 
are suitable for incremental innovation, but lack capabilities to develop radical innovation. Innovation 
labs and corporate venture units provide these capabilities, but they struggle to transition radical 
innovation successfully into the ongoing business. In the next paragraph, we conclude with the 
research gap, identifying the knowledge gap regarding the connection between innovation labs and 
the ongoing business that lead up to the research questions. 
 

2.4 Research Gap  

Research shows opposing views on how best to achieve organizational ambidexterity. Several studies 
advocate for structural separation by creating different business units for exploration and exploitation 
(Christensen, 1997; O’Connor & DeMartino, 2006). Other studies address the problem of isolation 
(Birkinshaw & Gibson, 2004) and integration of the innovation initiative back into the core-business 
caused by the structural separation and they advocate a more connected approach for organizational 
ambidexterity (Lawson & Samson, 2001; O’Reilly et al., 2009). They describe how decentralizing the 
innovation labs and corporate venturing units at different business lines allows for better integration 
and connecting with existing business domains (O’Reilly et al., 2009). The opposing views in the 
literature on organizational ambidexterity with innovation labs, corporate venture units, and how they 
connect with the core-business does not provide consensus to the problem. 
A critical aspect remains, how the decision-making is organized to determine whether and when to 
integrate the radical innovation initiative. Current literature does not provide a corresponding view 
on the exact place and time where the accelerating should take place: within the environment of the 
innovation lab or corporate venture (O’Connor & DeMartino, 2006) or after adoption by an existing 
business unit (O’Reilly et al., 2009). Furthermore, the transition phase is especially interesting since it 
is described as the most vulnerable phase (Kirsner, 2017; Ries, 2017). Multiple studies illustrate the 
importance of the design of the interface between the innovation lab and the ongoing business, in 
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order to successfully transfer the new business (Burgelman, 1985; Raisch et al., 2009; O’Reilly & 
Tushman, 2013; Weiblen & Chesbrough, 2015; Ries, 2017). 
The questions remain, how does the design of the interface look like, and what guides the transition 
decision making? Because of the lack of consensus on this topic regarding the need for separation 
(Christensen, 1997; O’Connor & DeMartino, 2006) or the more connected approach (Lawson & 
Samson, 2001; O’Reilly et al., 2009) of innovation labs and corporate ventures, especially in the 
context of agile operating models, more research is required in order to understand how the 
innovation labs are connected to their core business and eventually how the radical innovation 
initiatives are integrated into the core business. This study, therefore, raises the following research 
question: 
 

RQ: “How should innovation labs and corporate ventures be connected with the 
ongoing business for successful development and the transition of radical 
innovation initiatives?” 

 
The sub-questions that support the main research question are: 
 

RQa: “What are the dimensions that define the interface between the innovation 
lab or corporate venture and the ongoing business?”  

 

RQb: “How does the interface design support both the successful development 
and transition of radical innovation initiatives into the ongoing business?” 

 

RQc: “How is the decision-making process guided to decide how and when to 
transition the initiative from an experimentation environment to an execution 
environment?” 

 
The next chapter describes the methodology to answer the research question.  
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Chapter 3  

Methodology 
This chapter describes the research method for this master thesis, first discussing the research 
strategy, followed by the case selection method, the data collection method, the data analysis, and 
the reflection on quality of the chosen method.  
The purpose of this explorative study is to understand how organizations successfully connect their 
core business lines with their innovation labs, the interface design and mechanisms used to support 
radical innovation exploration and exploitation activities, how they guide the process of integration, 
and what the critical success factors and significant pitfalls are throughout the process. 
 

3.1 Research Strategy: Multiple Case Study 

This study uses a qualitative approach to research complex problems to develop firm and revealing 
conclusions while engaging practitioners in a constructive dialog to create a shared understanding 
(Cicmil et al., 2006). Qualitative studies are especially important for the intent to understand groups 
and organizations (Van Aken, 2007).  
It requires an exploratory multiple case study, since the problem that has not been studied before 
within this context. The multiple case study approach (Yin, 2018) is chosen to understand how and 
why organizations are able (or not) to successfully integrate radical innovation initiatives from their 
innovation lab or corporate venture unit into the ongoing business. This approach is chosen since I, as 
the researcher do not have control over behavioural events, and the research focusses on 
contemporary events. The evidence of a multiple case study is often more convincing than a single 
case study, it increases generalizability and decreases bias, the overall study is therefore stronger.  
This explorative study is judged successful when a framework is developed to support organizations 
to manage the interface between the innovation lab and the core business lines for successful 
integration of radical innovation initiatives. 

Design of Multiple-Case Study 

The multiple-case study follows three stages, see Figure 3.1. The first step defining and designing the 
case study includes the development of theory, designing the data collection protocol, and selecting 
cases based on the selection criteria.  
During the second step, the case studies are prepared, conducted in the form of interviews. The third 
step concerns cross-case analysis by comparing individual cases in order to write the cross-case report. 

Case Organization Selection 

In this case study research, the unit of analysis is organizations with innovation lab(s) or corporate 
venturing units for radical innovation initiatives. This study focuses on the process from the moment 
of idea discovery and selection, where an innovation team is organized, up to and including the 
integration of radical innovation initiatives into the core business.  
The multiple case study uses the replication logic, following Yin (2018). For replication logic, each case 
is carefully selected to predict similar or contrasting results but for predictable reasons. Each case is a 
single experiment that stands on its own as an analytical unit. Therefore, organizations are selected 
that are successful as well as organizations that are unsuccessful in the integration of radical 
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innovation initiatives or the formation of an entirely new business line within their organization. The 
cases are selected upon the following criteria: 
 

• Structural separation is used to separate innovation activities from the ongoing business.  

• The innovation lab or corporate venturing unit should have at least one stable team 

• A historical record of developing (and integrating) radical innovation initiatives from their 
innovation lab or corporate venturing unit 

 
An initial list of organizations is created from references and internet search according to those 
selection criteria. Following Yin (2018), the goal was to explore about three to four successful and 
three to four unsuccessful cases, leading to a total of six to ten cases. However, additional cases are 
collected until no new data appear, and the concepts are well developed, achieving theoretical 
saturation (Corbin and Strauss, 2015). Variability across the cases is ensured by selecting organizations 
from multiple industries with a variety of organizational structures.  
 

 
Figure 3.1 Design of multiple-case study method, adopted from Yin (2018, p. 58) 

 

3.2 Data Collection: Semi-Structured Interviews 

Data from the case organizations are obtained during semi-structured interviews, following the 
qualitative design of this study. The semi-structured interviews are used because the questions can 
be prepared ahead of time, allowing for the collection of substantial data while keeping flexibility 
necessary for an explorative study, and therefore with the opportunity to probe issues that arise 
during the interviews. The prepared questions are used to obtain data of the predefined variables 
while avoiding linking variables to theories. According to Bernard (1988), semi-structured interviews 
are best used when having the chance to interview someone only one time. During the interviews, 
visual mapping is used to obtain data about the innovation development process of case 
organizations. Large amounts of data can easily be visualized and show precedence, parallel 
processes, and the flow of time (Langley, 1999). 
From the literature review, I have developed an understanding of the importance of the interface 
between the core business and their innovation labs throughout the different stages of development, 
including the need to develop an understanding of the decision-making process, the transition 
management process, and critical success factors. Based on those I have created the interview 
protocol, see Appendix II. The interviews cover the four domains of (1) discovery, (2) incubation, (3) 
acceleration, and (4) alignment and integration. Example interview questions are: “How do you assess 
whether an innovation initiative is ready to graduate from the innovation lab?”, and “Can you describe 
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the process of transition of the radical innovation initiative in detail, and what are the preparations 
you make?”, and “Which functional roles are involved in guiding the transition of the innovation 
initiative into the core business?”. The interview study protocol was iteratively developed and 
reviewed by both supervisors. Hereafter, five pilot interviews were held in order to test and adjust the 
protocol where necessary. The interviews are conducted face-to-face or video-call, and voice recorded 
with the consent from the respondents.  
A total of nineteen interviews were conducted with twelve case organizations between February and 
May 2019. The interviews have been held with leads of the innovation lab (fourteen interviewees), 
and the corporate organization (five interviewees), resulting in a total of 22 hours of recorded 
interview data with an average length of 70 minutes per interview, that are fully transcribed and 
anonymized for the analysis. 
 

3.3 Data Analysis: Grounded Theory 

The data of the cases are analyzed following the multiple case study method (Yin, 2018). The grounded 
theory approach by Glaser and Strauss (1967) is used to develop theory out of raw interview data in 
a systematic way (Van Aken, 2007), in order to develop concepts and relationships between those 
concepts. The concepts and categories are derived from the case study data, and the naming is 
according to existing literature. This excludes the referenced concepts in Table 4.1, for which the codes 
and categories are obtained from previous literature. The data analysis follows the steps of open 
coding, axial coding, and selective coding. 
By open coding, each line of the transcripts is broken down, compared and categorized, writing down 
a code and a summary for each. By assigning codes to the data, where each code represents a topic 
of potential interest, remaining open to the possible theoretical directions, see Figure 3.2. By 
examining all interview transcripts, patterns are identified regarding the innovation development 
process, the relationship between the innovation lab and the ongoing business, the decision-making 
process, and the transition process. This first round of codes offered general insights into the 
categories that define the relationship between the innovation lab and ongoing business and 
transition management as described by the interviewees.  
 

 
Figure 3.2 Streamlined codes-to-theory model; Source J. Saldaña (2013) 
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The next step is axial coding to organize the data that is split during the open coding process. The 
analytical technique used is pattern identification, following the replication logic. By carefully 
examining the codes and comparing for similarities and differences, similar codes and sub-codes were 
combined into categories, using NVivo 12 to structure the process. These categories offered general 
insights about the relationships between the innovation lab and the ongoing business, as it emerged 
from the data. The codebook outlines the categories, codes, and definitions, see Appendix III. This 
process entailed seeking evidence across all cases for interface descriptors and verification of concept 
definitions with literature, incorporating similar notions from existing literature, to define these 
concepts at a higher level of abstraction.  
The third step is theoretical coding, as it allows for analysing the processes and outcomes in order to 
explain ‘how’ and ‘why’ questions. Similar concepts were gathered into aggregate dimensions, to find 
the ‘bigger picture,’ and to conceptualize the storyline around the core category. Defining a core 
category as the one that has highest explanatory relevance and is defined as the “innovation 
interface.” The emerging concepts of the codebook are combined into a theoretical framework, 
verified by existing studies regarding the interface between the innovation lab and the ongoing 
business to refine categories and understandings. Components of the framework are causal 
conditions, phenomena, context, intervening conditions, strategies, and consequences to develop the 
theory, following (Saldana, 2013, pg. 221). With the theoretical framework, all concepts and 
categories are systematically linked to the core concept. This theoretical framework is used to explain 
how cases organizations managed their relationship between the innovation lab and the ongoing 
business and why certain cases have been more successful in integrating their innovation initiatives, 
while others have failed to integrate their initiatives. 
 

3.4 Reflection on Quality 

The case study research, by Yin (2018), was followed to maximize the quality of the exploratory 
research design and to improve construct validity, external validity, internal validity, and reliability.  
To maximize the construct validity, both supervisors evaluated the interview protocol, and four pilot 
case studies were performed to test the protocol. Within the multiple case study, respondents from 
both the core business and the innovation lab or corporate venture units are selected to form a 
balanced perspective, while the answers to the interview questions are used to develop a case study 
database. The multiple case study and cross-case analysis are used to establish a chain of evidence.  
Although internal validity does not apply to an exploratory study, internal validity is approached by 
explanation building through the multiple case study including the cross-case analysis, where each 
case is treated as a separate study, using tables to present the data of the cases.  
External validity is ensured with the replication logic of the multiple case studies. Cases were selected 
to predict similar and contrasting results to form the base for theoretical replication. With the 
analytical generalization of the multiple-case studies and cases selected from a wide variety of 
industries, this research aimed to generalize the results beyond the confined boundaries of a 
particular industry to come to a broader theory.  
In order to ensure the reliability of the study, an interview protocol is developed for data collection, 
to demonstrate how the data collection can be repeated with the same results, while NVivo 12 is used 
to organize and structure the process. The interview protocol is provided in Appendix II of this report.  
The results of the data collection and data analysis of the multiple case study are presented in the 
following chapter. 
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Chapter 4 

Results  
This chapter presents the results of the multiple case study analysis, with several patterns emerging 
from investigating the interactions and relationships between the innovation lab and the ongoing 
business. The main patterns of the open coding process are presented in the first column of Table 4.1. 
 
Table 4.1 Data Structure, the main patterns arising from the data analysis (codebook summary)  

Codes  #Ref Category Concept Source 

- Sustaining 
- Existing Market 
- New and Improved Products 

62 Inward Focus 

Strategic Intent 

 

- Disruptive 
- New Market 
- New Business 

22 Outward Focus  

- Corporate Innovation Strategy  
- Innovation Themes 
- Exploration 

16 
Innovation Strategy 

Forming 

Innovation 
Development 

Phase 

 

- Exploration, creation, recognition, 
elaboration and description of new 
opportunities 

144 Discovery 
O’Connor & 
DiMartino, 

2006 
- Experimentation, validation, market 

learning, market creation 
219 Incubation 

- Exploitation, scaling, reduced market 
and technology uncertainty. 

113 Acceleration 

- Organizational Structure: Decentral vs 
Central 

- Team Structure: Functional, Cross-
Functional, Unsupported, Ambidextrous 

- Strategic Alignment: Aligned, Unaligned 

160 Connectedness 

Innovation 
Interface 

Dimensions 

For team 
structure, 
O’Reilly & 
Tushman, 

2009 

- Corporate Support: expertise, 
sponsorship 

- Interaction and Trust 

165 Commitment  

- Financial autonomy 
- Decision-making autonomy 
- Resource Independence 

83 Control  

- A validated customer value proposition 
- Generating revenue 
- A clear strategy for profit contribution 
- A strong leadership team  
- Global scalability 
- Laying groundwork for big market 

73 
Transition Readiness 

Criteria 
Transition 

Assessment 

O’Reilly 
(2009) 

O’Connor & 
DiMartino, 

2006 

- Strategic Fit 
- Business Model Fit: Value Creation & 

Value Capture 

102 
Transition Decision 

Making 
 

- CEO, senior executive involvement 
- Continued support of initiative team 

18 Accountability 

Accountability 
and Incentives 
for Transition 

Kirsner 
(2017) 

- Revenue generation of new products 
- Percentage corporate resources for 

innovation 

18 Incentives  

- Dedicated Transition Team 
- Establish oversight board 
- Readiness and capability assessment 26 Transition Management 

Rice et al. 
(2002); Burg 
et al. (2012) 
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Based on their properties and dimensions, the categories that have an associated relationship are 
grouped into concepts, see the third and fourth column. The main concepts as a result of the analysis 
are strategic intent, innovation development phase, innovation interface dimensions, transition 
assessment, and accountability and incentives for the transition. Appendix III provides the full 
codebook that includes other codes and concepts of this study. 
The results from the study continue as follows. The first paragraph of this chapter dives into the twelve 
case organizations, their intent of the innovation lab, and their innovation development process. The 
second paragraph introduces three concepts regarding the interface dimensions. These concepts of 
connectedness, commitment, and control emerged from the case study analysis, and explain the 
interface design between the innovation lab and the ongoing business. The third paragraph dives into 
three innovation interface models that are developed as a result of the axial coding process. These 
models of the intertwined, insulated, and dynamic interface are composed based on the three 
interface dimensions (connectedness, commitment, and control). The fourth paragraph introduces a 
series of concepts regarding the transition decision, transition process, and accountability and 
incentives used to transfer initiatives successfully. Finally, as a result of the theoretical coding, the 
theoretical framework of this study is introduced. This framework connects the concepts from this 
chapter and explains how and why innovation labs and corporate venture units successfully develop 
and transition innovation initiatives. 
 

4.1 Case Organizations 

The case organizations represent a wide variety of industries from chemicals to facility services, 
financial services, healthcare, retail, software, telecom, and utility from the Netherlands and 
Germany. Table 4.2 presents a summarized overview of the cases, about the industry, innovation lab 
maturity, number and role of interviewees, and the self-reported degree of radical innovation. The 
cases are anonymized and identified with the letters A-L. 
 
Table 4.2 Summary Information of Case Organizations and Interviewees 

Case Industry Type 
Maturity 
Lab (y) 

Number 
of 

Interviews Role of Interviewee 

Degree of Radical 
Innovation * 

(Self-reported) 
A Retail 1.5 1 Innovation lead 4.8 
B Utility/ 

Energy 
0.5 
1.5 

2 Innovation lead (reporting for central lab) 
Business unit lead (reporting for decentral 
lab) ; score for central lab 

4.6 
3 

4.8 

C Financial Services 8 
1.5 

3 Innovation lead 
Innovation lead (reporting for decentral 
lab) 
Business unit lead 

6.8 
2.8 

 
4.8 

D Utility/Energy 1 1 Innovation coach 1.8 
E Healthcare 7 1 Innovation Lead 6.1 
F Telecom 4 

2 
3 Incubate consultant (central) 

Tribe Lab lead (reporting for agile Tribe) 
Squad lead (reporting for agile squad) 

4.8 
4.6 
5 

G Retirement fund 
(Financial Services) 

3.5 3 Tech lead 
Business unit mgr. 
Tech lead 

6.1 
4 
5 

H Financial Services 7 1 Project. Mgr 4.1 
I Financial Services 4 1 Innovation lead 4.3 
J Chemicals 10 1 Innovation lead 6 
K Facility Services 1.5 1 Country Innov. lead 3 
L Software 6 1 Innovation mgr. 5.3 

* Based on Green et al. (1995). degree of radical innovation, averaged 

All case organizations use a form of structural separation for their innovation lab. Interviewees at 
seven cases (A, B, C, F, G, H, L) mentioned the use or transition to agile methodology within the  
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Table 4.3 Case Organization’s Innovation Lab Data 

Case Org. Structure Team Structure * Strategic Intent Innovation Lab Function Innovation Lab 
Reports to 

Challenges Faced by 
Initiatives 

Degree of Radical Innovation 
** 

Interviewee 

A Decentral cross-funct. 
Part time from 

business 

Inward To create technology bases solutions to 

improve customer and employee 

experience, aligned with ongoing 

business 

CIO part of the 
digital division 

Scaling throughout the 
organization 

4.8 5 7 6 1 Innovation 
lead 

B Central cross-funct. Outward To centralize the develop of digital 

innovations that are unaligned 

Located within 
Business Innov. 
and Strategy 

Rational decision making and 
commerc., lack of resources 

4.6  5 7 5.5 1 Innovation 
lead (central) 

Decentral Ambidex, one 
team per theme 

Inward Intend to explore and commercialize 

opportunities that are aligned with the 

business line 

Customer and 
Solutions 

Creativity due to stable 
teams 

3 
 
 

4.8 

1 
 
 

6 

3 
 
 

5 

5 
 
 

7 

1 
 
 

1 

Business unit 
lead 
(score for 
central lab) 

C Central Ambidex. Outward Centralizing exploration of themes and 

experimenting disruptive initiatives that 

impact the whole group 

CIO Limited resources to develop 
initiatives until revenue 
generation 

6.8 7 7 6 7 Innovation 
lead 

Decentral Cross-funct. Inward Supporting existing business lines by 

developing new business models 

Business Line Relying on support from 
business delays or 
discontinues initiatives 

2.8 
 
4.8 

2 
 

5 

6 
 

6 

1 
 

3 

2 
 

5 

Innovation 
lead  
Business unit 
lead 

D Central Cross-funct. Inward Central place for ideation and 

incubation of employee ideas, aligned 

with operations 

Strategy Resources to increase 
throughput  

1.8 3 1 1 2 Innovation 
coach 

E Central Ambidex.. Outward Providing incubator environment for 

internal and external startups and 

support development of internal 

ventures 

CTO Autonomy over long term 
investments, compliancy of 
initiatives when integrating  

6.1 6.5 6.5 7 4.5 Innovation 
Lead 

F Central 
  

Ambidex. 
  

Outward/Inward 
   

Incubator and new business 
development, testing and validating 
initiatives in various domains. And 
teams that support the development. 

Board of 
Directors 

Scaling the initiatives and 
finding an entry at the 
receiving business that is 
committed to increase sales 
of existing products and less 
so for new initiatives. 

4.8 
   

6 
   

5 
   

6 
   

2 
   

Innovation 
lead (central)  

Decentral Squads 
 

Inward 
 

Providing an environment to test new 
ideas and make proof-of-concepts for 
the specific product area of the tribe 

Product Tribe Collaboration between 
squads, managing the flow of 
initiatives coming from 
different sources, bringing in 
a more long-term focus,  

4.6 
 

5 

5 
 

1 

7 
 

6 

5.5 
 

6 

1 
 

7 

Product 
owner 
Product 
Owner 

* definition used of O’Reilly et al. (2004) 
** Green et al. (1995). degree of radical innovation: “average” - “technological uncertainty” - “technological inexperience” - “business inexperience” - “technological cost” (1 strongly disagree, 7 strongly agree)  
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Table 4.3 Continued  

Case Org. Structure Team Structure * Strategic Intent Innovation Lab Function Innovation Lab 
Reports to  

Challenges Facing Initiatives Degree of Radical Innovation 
** 

Participants 

G Central Cross-funct. Inward/Outward Providing discovery and incubation 
capability for technology driven 
initiatives, aligned and unaligned with 
the ongoing business. Though the BoD 
only wants aligned initiatives 

Board of 
Directors 

Alignment of development 
and coordination of transition 
with the receiving party 

6.1 
4 
 

5 

6 
2 
 

7 

7 
6 
 

7 

5.5 
6 
 

5 

6 
2 
 

1 

Tech lead 
Business unit 
mgr. 
Tech lead 

H Central Ambidex. Outward Explore themes that may impact the 
core on the long term or provide new 
opportunities. Innovation challenges for 
discovery followed by and incubation 
and venture program. 

CIO Developing initiatives that go 
beyond the core organization 

4.1 4 6 2 4.5 Project. Mgr 

I Central Cross-funct. Inward Ideate and incubate initiatives that 
form new services for the business line, 
within themes that are aligned and 
unaligned 

Reports to 
business line 

Professionalizing, and finding 
the right balance between 
autonomy and alignment with 
business 

4.3 4 5.5 5 2.5 Innovation 
lead 

J Central Ambidex. Outward To speed up innovation and contribute 
to the objective of innovation sales, 
20% sales coming from innovation. By 
identifying initiatives and opportunities 
and providing exploration, incubation, 
and early acceleration capabilities.  

CIO Transitioning venture from a 
‘platform of initiatives’ to the 
running business. Connecting 
and aligning initiatives with 
long development times to 
receiving party. 

6 5 7 6 6 Innovation 
lead 

K Central Cross-funct. Inward Setting up corporate-scale-up 

collaborations to develop client 

solutions, followed by the scaling within 

ongoing business 

CEO Cross-functional 
collaboration, speeding up 
the innovation process to 
increase throughput 

3 3 3 5 1 Country 
Innov. lead 

L Central Cross-funct. Inward/ 
Outward 

Exploring and incubating of early 

business opportunities with new 

technologies. More mature initiatives 

may receive funding from the venture 

group, which also invests in external 

startups. 

Technology and 
Innovation 
board 

Communication, engagement 
with others, applying 
learnings from the past. 

5.3 7 7 5 2 Innovation 
mgr. 
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ongoing business. The innovation lab uses other approaches, frequently combinations of Design 
Thinking, Lean Startup, and the Stage-Gate model. The decentralized innovation lab of case B applied 
aspects of the agile operating model, such as sprints, but mentioned the struggle to meet their targets 
because of the unpredictability of the initiatives.  
Table 4.3 presents the data from the case organizations. The data is presented as follows: (1) Case 
Organizations ID, (2) Innovation lab structure, (3) team structure, (4) strategic intent, (5) innovation 
lab function, (6) innovation lab reports to, (7) challenges faced by initiatives, (8) degree of radical 
innovation, and (9) role of the interviewee.  
Eleven case organizations used strategic innovation themes as a starting point, while one case 
organization (D) focussed on solving corporate problems outside the day-to-day structure.  
The interviewees were asked regarding the degree of radicality of their initiatives, using the four-
dimensional measure of Green et al. (1995), see the interview protocol in Appendix II. A wide variety 
in the degree of radical innovation is observed, with four cases (B-decentral, C-decentral, D, and K) 
developing incremental innovation (≤ 3) and six cases (C-central, E, G, F, J, and L) that develop radical 
innovation (≥ 5). The following sections describe the strategic intent, innovation development process, 
and the perceived challenges.  
 

4.1.1 Strategic Intent 

During the open coding process, differences in purpose between the innovation labs were observed. 
The purpose of an innovation lab can be captured by its strategic intent, describing the mission and 
how it (intents to) contribute to the overall organization. The innovation labs varied from an inward 
focus to an outward focus, see Table 4.4.  
 
Table 4.4 Defining the strategic intent: inward and outward focussed innovation labs 

Inward Focus Outward Focus 

Sustaining Disruption 

Existing Customers & Markets New Customers & Markets 
New & Improved Products & Services Create New Business 

 
Inward focusing labs show a sustaining character. They develop new and improved products, services, 
and processes for their existing customer base in markets that the firm is already active. At nine case 
organizations (cases A, B.2, C.2, D, F2, G, I, K, L), the innovation labs objective is to contribute to the 
existing business lines. 

"Within the decentralized unit, we look at Horizon 1-2 and that means that we 
mainly look at how we can expand the business we have, such as, for example, 
when you buy solar panels, our latest innovation is that you can buy some solar 

monitoring service, so that is mainly focused on building what we have... We 
need to support the "B" brand, and we need to generate income for that. By 

definition, we are not going to build new brands." – B Business Unit Lead 

For nine of the twelve case organizations, the initiatives are inward focused, supporting the existing 
business and with a sustaining character. Inward focussing labs align with the existing business lines 
and its customer segments. These initiatives aim to contribute to the performance and extend upon 
the offerings of the business line.  
This is in contrast with outward focused labs, that have a disruptive character and aim to create new 
sources of value for new customers in new markets, as a platform for future growth. The initiatives at 
the outward focussed innovation labs are less aligned with the existing operations, creating a more 
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substantial gap in both knowledge and expertise. Six innovation labs at the twelve case organizations 
have an outward focused lab to create entirely new sources of value with a disruptive character.  

"We send back many things coming from the business, for which they should not 
come to us. The business finds it interesting if another party does the innovation 

for them. Nice and easy, then they do not have to pay. However, that is not how it 
works, that is not how we operate as an innovation lab. We look at the idea, is 

that something you do not see in the market yet, totally innovative for what "E" 
does with customers or a new segment." – E innovation Lead 

By having an outward focus, the innovation labs can achieve a higher degree of separation in the form 
of culture, process, and structure. The alignment between the innovation lab and the ongoing business 
comes less naturally. There is little knowledge, expertise, and resources fit, and thus, a lower mutual 
benefit of collaboration.  

"what we do notice now is that it is essential that you also bring in the market 
knowledge, certainly of markets, those [energy source x] we did not know. About 
six-seven years ago we started with [energy source y], and we did not have any 

experience with that, so we have now noticed that it is beneficial to attract 
people from those markets into those teams and sometimes let them lead the 

team as well." – J Innovation Lead 

The outward focusing cases show a higher degree of radical innovation. From the eight outward 
focussed innovation labs, five indicated a high degree of radical innovation. With only one of the seven 
the inwardly focussed innovation labs that develop radical innovation, see Table 4.2. The commitment 
provided by the corporate is lower for outward-focused initiatives, and with a lower expected benefit 
to their operation, they show little interest to adopt these initiatives, making the transition harder. 
The following paragraph dives into the innovation development process of the case organizations, and 
how this affects the interaction and relationship between the innovation lab and the ongoing business. 
 

4.1.2 Innovation Development Process 

The capabilities of discovery, incubation, and acceleration are observed in the case organizations. 
With discovery and incubation as the main activities within the innovation lab. At eight organizations 
(cases A, B, C, D, E, H, J, L) the discovery of ideas took (also) place in the ongoing business. For the 
selected initiatives, the incubation function is to provide an environment and support for 
experimentation and validation. With activity stages and decision-making gates, the steps are directed 
to find problem fit, problem-solution fit, and solution-market fit and to act accordingly. Appendix IV 
presents an overview of the innovation development process per case organization.  
During the phases of discovery, incubation, and acceleration, the ways and intensity of interaction 
between the innovation lab and the ongoing business vary. Cases (B, C, E, G, H, I, J, K, L) begin by 
formulating strategic and innovation themes developed by trends within the corporate organization, 
technological and market or large-scale societal issues. These themes act as guidelines for the 
selection of initiatives or the start of a new incubation cycle. 
Where strategy forming and transition management is frequently performed on senior management 
or executive level (cases B, C, E, G, H, J, K, L), ideation and incubation is performed by the innovation 
team and facilitated by the innovation lab. Incubation entails the experimentation and validation of 
the business proposal and business model. Starting with many assumptions and high uncertainty of 
the initiative in early stages, experimentation and validation lower this uncertainty at later stages. 
Therefore, the value potential within the ongoing business becomes tangible as the initiative matures. 
The ongoing business values a proven business case since their environment demands low uncertainty 
in order to run the operations efficiently. As a result of this, the ongoing business will show or is 
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requested to commitment at later stages, or only commits to initiatives that indicate clear potential 
from the start (Case G). At case organization L, we observe that the interaction starts informally; 
however, at the later stages, as the initiative matures, the team requires formal commitment from 
the ongoing business. 

“The idea is to pull people [from the business] closer to the project as they 
[initiative] mature…this is typically around the end of incubation, beginning of 
scaling. This would need to happen much more formal because that additional 

development team comes from a different background and different processes, so 
they are much more bound to standard portfolio planning, influenced, and 

sometimes even restricted by existing commitments and products. So, it is a 
different mechanism that applies for freeing up that team as additional capacity 

for scale. In the scale phase, we have a mixture of innovation processes still 
applying but at the same time standard processes, so also already applying, but 

this probably makes it the most difficult phase.” – L Innovation Lead 

In the last sentence, the interviewee describes how the process experimentation and execution of the 
innovation lab and the ongoing business, respectively, meet during the acceleration phase. 
Furthermore, the early stages of development are performed within the innovation lab, at relatively 
low costs, and still, fit within the budget of the innovation lab. At later stages, especially when scaling, 
the size of investments increases and extends beyond the budget of the innovation lab (cases B, C, E, 
G, H, J, K, L). Financial resources are requested at the ongoing business or executive management, 
impacting the innovation lab’s autonomy and decision-making process.  
In most cases, acceleration is performed as part of the ongoing business (cases A, B, C, D, F, G, K, I), 
except for case J. Cases E, H, J, and L provide a venture program for further incubation and initial 
scaling initiatives outside of the ongoing business for unaligned radical innovation. Developing the 
initiative to a more predictable level in sales and operations to a point it becomes more self-sustaining, 
before integrating it into the organization. The observed effects on the relationship and interaction 
between the innovation lab and the ongoing business make the phases of innovation development an 
important contextual factor. The next paragraph discusses the dimensions of the innovation interface. 
 

4.2 Dimensions of the Innovation Interface  

From the case study analysis, concepts emerged that reveal the relationship and interaction between 
the innovation lab and the ongoing business. The three concepts of connectedness, commitment, and 
control are the dimensions that define the “Innovation Interface” design. The dimensions are 
described in the paragraphs below. 
 

4.2.1 Connectedness 

Connectedness explains how the innovation lab is ‘connected’ with, or in some cases, how it is 
‘disconnected’ from, the ongoing business. The concept of connectedness is defined by three factors: 
organizational structure, team structure, and strategic alignment. 

Organizational Structure 

By definition, all innovation labs have some form of structural separation from the rest of the 
organization. However, two significant differences are observed at the case organizations, with the 
innovation lab centrally structured as a separate entity or decentral structured part of an 
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organizational business line. At eleven case organizations, the innovation lab was structured as a 
centralized entity within the organization. While three of the cases (B, C, F) simultaneously use a 
decentral structured innovation lab besides their central innovation lab. At the time of interviewing, 
case C was restructuring its decentral innovation lab activities into its centralized lab.  
The decentral innovation labs were more closely connected and aimed to contribute to a specific 
business unit and support their operations and customers. Still, operation under the governance of 
the business lines, the initiatives are held back by existing beliefs and developed more incremental 
innovations (case A, B.2, C.2, F.2). Therefore, in order to go beyond the existing business and develop 
more radical initiatives, the organizations use a centralized structure. From the case organizations, 
both inward and outward focussed innovation labs are centralized. Sustaining initiatives that are 
cross-business and impact the whole organization, as with case C.2 or initiatives develop new business 
opportunities in new markets in the form of disruptive innovation (case C, E, F, G, H, J, L).  
The organizational structure is one of the most critical factors that determine the interface, and it will 
impact the ability to achieve the strategic intent. For each decentral structured innovation lab, the 
strategic intent was inward focussed and well aligned with the business line (B.2). However, this 
narrows down the field of view and the amount of variation from the business line’s operations and 
therefore lead to sustaining innovations. Using customer feedback and developing initiatives with a 
direct relevance for the existing business (case B.2). 

We got lots of feedback from customers, who say I do not have the money to buy 
it now, so I do not participate. For this, we made a rental proposition. On the 

other hand, we also have many customers that do not have a roof, but that want 
to be sustainable. This way, we slowly build a portfolio of initiatives. We have to 

support the "B" brand, and we have to generate income from it. By definition, we 
are not going to build new brands." – B.2 Business Unit Lead 

The organizational structure affects other aspects of the interface, such as the degree of autonomy, 
commitment but also important factors as ‘business model fit’ with the business line and therefore 
affects the chance for a successful transition. The consequence of operating in the wrong structure 
can be observed in (case C), where the innovation labs are initially decentral structured, but due to 
the nature of initiatives that cover multiple business lines, difficulties arise regarding the development 
and transition of initiatives.  

“Because what we noticed is that a lot of initiatives that are a bit further on the 
horizon (H2 & H3) are cross-business initiatives. On H2 you could see things going 
a bit wrong, then you could see propositions that required cooperation between 

divisions, and there you could see that this was very difficult... so in the old 
structure there are small H2 labs for each division, this was the decentralized 

approach that is invalidated. The idea is to draw a circle around this 
(decentralized H2 labs) together with the H2 lab of the innovation centre.” – C 

Innovation Lead 

Since the organizational structure is extremely essential, Case C.2 decided to relocate their decentral 
innovation labs into their centralized lab at the time of this study. However, another organization 
takes advantage of having both the decentral and central structure for the development of its 
initiatives. 
 
Internal open innovation 
Organization ‘B’ takes advantage of having both a central structure and the decentral structure for the 
exchange of initiatives from one lab to another. Having the ability to provide the appropriate 
environment for the initiative and keeping the development going, as a form of ‘internal open 
innovation’. Initiatives in the decentral lab that are classified as ‘too distant’ from the business line are 
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transferred to the central lab. The same occurs the other way around for initiatives in the central lab 
with a high fit with the business line.  

“We have four funnels running, with everyone managing their own funnel. During 
the board meetings once every two months, we check if there is a need to 

relocate initiatives.” – B.2 

Inherent of innovation is the high degree of uncertainty, making it difficult to predict the impact and 
the potential of an initiative. Therefore, having both a central and decentral innovation lab in the 
organization allows this exchange to happen, providing the optimal interface and environment, and 
increasing innovation success.  

Team Structure 

The team structures varied from unsupported, ambidextrous (fully separated and autonomous) to 
cross-functional where employees from the ongoing business participate in initiative teams, either 
full-time or part-time. 
The function of the innovation lab frequently is to facilitate the innovation process and to provide 
expertise and capabilities to support initiative teams. While at cases B.2, C, E, H, J, the innovation lab 
operates autonomously from the corporate. 
Team structure affects communication and knowledge sharing across the innovation lab and the 
ongoing business, as well as the innovation lab’s dependence on corporate resources. It affects the 
ability to fully separate the process, structure, and culture with the innovation lab. With teams that 
are highly connected, it becomes almost impossible to obtain priority for innovation and break free 
from existing beliefs. Teams that are insulated and operate more autonomously have a lower 
knowledge sharing capability and tend to receive less support from the corporate. Part of the 
innovation labs are coaches to support the innovation teams in the innovation way-of-working, and 
facilitators to connect the teams with the right stakeholders and arrange peripheral matters.  
The case organization’s teams are classified according to four team structures, functional design, 
cross-functional teams, unsupported teams, and ambidextrous organizations (O’Reilly & Tushman, 
2004). Functional designs are integrated initiative teams within the existing organization and 
management structure. This team structure has not been identified at any of the cases. An explanation 
is that the case organizations operate less in silos but in a matrix structure and those innovation labs 
operate in the form of multidisciplinary teams. Cross-functional teams operate within the established 
organization but outside the existing management hierarchy (A, B, C.2, D, F, G, I, K, L). This supports 
communication and knowledge sharing, keeping both sides informed. However, it can also create 
dependence on a business line to provide the necessary resources. The effectiveness of these teams 
depends on the commitment that the business lines are willing to make to provide the necessary 
resources. Unsupported teams are set up outside the established organization and management 
hierarchy. These teams break free from the corporate structure but without much support and 
interaction, and have been observed at case B, that struggled to obtain sufficient resources and 
funding. Ambidextrous teams are established teams that operate from structurally independent units, 
have their own processes, structures, and cultures, but integrated into the existing management 
hierarchy. By creating this autonomous unit, teams are hired and selected independently. 
Ambidextrous teams are frequently created by corporate employees that give up their old role (C, E, 
H, J).  
The case study analysis indicated that eight cases operated more according to cross-functional 
principle, instead of the ambidextrous teams to create a separate structure, culture, and process. 
These cross-functional teams were then highly dependent on the commitment the ongoing business 
was willing to make, ‘lending-out’ their employees to the innovation lab. Both part-time, as well as 
fulltime cross-functional teams, are observed. Part-time members struggled most, frequently 
interrupted by day-to-day activities.  
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“We have got the operational pressure; the daily operation takes precedence. I 
think it is good that you come here with innovation. However, we have problems 
in the current systems to change. You will not get the resources.” – G innovation 

lead 

Which is how an innovation lead at ‘G’ describes the response of a corporate manager. 

“It has to do with the availability of people. It just has to be a dedicated team. 
You often see this at the experiments as well. Someone is available for two days a 

week but in practice…” – G innovation lead 

This indicates the practical limitations of this part-time structure, causing delays in the development. 
Full-time cross-functional teams operate more efficiently. However, for many innovation labs, it 
remains difficult to justify the need to borrow employees for a certain amount of time. The most 
suitable approach for more radical and disruptive initiatives appears to be that of cases C, E, H, J where 
members start part-time and as the potential of the initiative becomes clearer, these eventually 
become a fulltime member of the innovation team and give up their original role in the organization. 
Besides the structure of the team, the dynamics of a team is said to be an essential factor for the 
success of an initiative (cases C, E, H, J). The emphasis is placed to have members in place that fulfil 
leadership roles and can pull the cart.  

Strategic Alignment  

Strategic alignment describes how the innovation lab connects with the organization on a higher level. 
At the majority of the cases, corporate strategy is used to develop innovation themes or topics that 
the innovation lab will work on (B, C, E, G, J, K), and with this find a form of connectedness or 
relatedness between the innovation lab and the ongoing business.  

“…a number of themes are identified based on the strategy, and these are used as 
input, which may be very broad. This is a high-level discussion that requires 
coordination with the strategy, what theme are we going to pour into our 

innovation process.” – C innovation lead 

Case J uses a strategic dialog, where a central department analyses trends and market developments 
together with senior management of the departments before setting out the broad corporate 
strategy. Strategic relevance for the organization increases the willingness to commit to initiatives and 
increase support to transitioning initiatives. However, a narrow organizational strategy, limited to the 
existing business, also limits the variety of initiatives.  

“…core business strategy is x. No more and no less. So that also makes it difficult, 
because you often have ideas that do have a lot in common with x. And it would 
be a good idea to push them through here. But with the new Board of Directors 

and the strict strategy, that makes no sense. In fact, you are already limited 
here.” – G innovation lead 

Radical innovation initiatives are meant to stretch the boundaries of the ongoing business. Strategic 
alignment should not only be found in the optimization of the existing business but also to create 
different pathways to contribute to the organization’s mission, that may compete with each other.  
What is clear from the connectedness dimension is that the degree of connectedness varies with the 
strategic intent of the innovation lab, as well as in some cases throughout the development process. 
More connected innovation labs are observed to be more inward focussed, while less connected 
innovation labs have a more outward focus intent. We continue with commitment, the second 
dimension of the interface design. 
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4.2.2 Commitment 

Commitment explains if and how the ongoing business is willing to make investments in the initiatives 
developed. A corporation should be willing to make a commitment of talent and capital to the 
innovation initiatives. Several ways for the ongoing business to commit were observed. The case 
organizations provided support in the form of executive management approval, senior-level 
sponsorship, team members, and additional funding. High amounts of interaction and trust were 
observed at cases C.2, B.2, D, E, F.2, K. 
Executive management approval is very impactful to the strategic intent and the initiatives that are 
developed. At case J, the central innovation themes are discussed with executive management, to 
obtain approval and decide on potential landing spots of these initiatives in the ongoing business. At 
K, ensures that the right stakeholders are involved, in order to receive the commitment and obtain 
support for implementation.  

“On all the themes we always ensure mandate of senior stakeholders in the 
business, at board level, so we have the mandate to explore these themes, but 

also that there is a commitment on the part of the business to participate in the 
exploration… alternatively, when something moves from exploration to the 

execution, we have the commitment from a number of business disciplines…” – K 
Innovation lead 

One interviewee (B.2) remarked that the involvement of the management team in gate meetings has 
led to higher commitment for sustaining innovation. Several innovation labs struggle to receive this 
approval. At G, the Board of Directors demanded a short-term inward focus, disapproving the 
innovation lab’s original strategic intent to developing outward focused initiatives.   
Sponsorship can help to make way for initiatives within the ongoing business and provide additional 
resources. Sponsors have a particular decision authority, can exploit their internal network and 
provide additional budgets. They embrace the initiative, creating awareness and interest within the 
ongoing business. However, at case G, sponsorship commitment is a criterion to start with an 
initiative.  

“…the moment the idea is there. It is discussed at the board. In the Innovation 
Board, if it is the case, it is the intention that a sponsor is known on forehand. This 

is really important for the innovation lab." – G.2 Business Unit Manager  

This sponsorship as a criterium limits the outward focus of the initiatives since corporate sponsors 
generally support initiatives with a direct value potential to their business.  
Innovation labs rely for a large part on the workforce of the ongoing business. Having those resources 
committed proves to be essential for development. However, it is difficult for innovation labs to 
demand this kind of commitment from the business lines. 

“During all phases, I think it is essential that the teammates in the team get the 
commitment of stakeholders to get to work on that. It is difficult because the 

people in the teams are missed by their old teammates and were pulled very hard 
on them so they could not fully focus on the initiative; this was causing delays.” – 

C.2 Innovation Lead 

Innovation lab facilitators ensure stakeholder involvement and higher management involvement to 
obtain those resources and additional budgets. Either clear commitments or agreements are required. 
Where part-time teams are sufficient for smaller and incremental initiatives, a dedicated and full-time 
team is essential for the development of radical innovation. This indicates the shortcomings of the 
cross-functional team structure for radical innovation and the need for the ambidextrous structure.  
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The ongoing business indicates their willingness to commit by providing additional funding to the 
initiatives. Innovation labs frequently demand the business to provide financial support to increase 
commitment. The need for financial support is higher at later stages of incubation, as the necessary 
investments reach beyond the budget of the innovation lab. However, obtaining additional fund for 
outward focussed innovation labs is challenging. The willingness is considerably higher for initiatives 
that have a direct positive contribution to their operations. Therefore, outward focussed innovation 
labs require higher financial autonomy. 
The level of communication defines the interaction between the innovation lab and stakeholders from 
the ongoing business. Interaction occurs on all levels of the organizations, with corporate employees 
that bring forward ideas to the innovation lab at the discovery stage, corporate leads provide support 
for incubation and coordination at the transition.  
Corporate leads that are frequently involved during the meetings of the innovation team show their 
commitment. Interviewee C.2 highlights the importance of commitment and frequent interaction with 
senior management during each phase of the development, and therefore, to find enthusiastic 
business line leads. The commitment and interaction are high from discovery onward for inward 
focussed initiatives that have a clear connection with one of the business lines. There is a higher need 
for interaction as well since the inwardly focussed initiatives rely more heavily on the knowledge, 
expertise, and network of the corporate as some cases develop solutions to solve specific problems 
for the ongoing business and its customers (G, D, K).  
For outward focussed initiatives, the alignment with the ongoing business is lower. Therefore, the 
level of interaction with stakeholders is lower, usually broader with a set of stakeholders, but this 
increases once the potential and impact of the initiative to the existing operations become tangible. 
It is indicating how the strategic intent and the development process affect the commitment towards 
the innovation lab. The following paragraph describes control, the final interface dimension 
 

4.2.3 Control: Organizational Control vs Innovation Lab Autonomy 

Control explains the power or influence of the parent organization regarding the decision making, 
financials, and resources of the innovation lab. Parent organization control, or innovation lab 
autonomy is an essential factor of the interface. High autonomy of the innovation lab allows 
maintaining an outward focus, exploring diverging themes and initiatives that have the potential to 
become entirely new sources of value and form new businesses, rather than being directed and 
controlled by the desires of the business lines to serve existing customers. The forms of autonomy 
observed in the case study analysis are decision-making autonomy, financial autonomy, and resource 
independence.  

Decision Making Autonomy 

Decision-making autonomy describes the mandate of the innovation lab to make decisions regarding 
the selection and development of initiatives. Lower levels of autonomy were observed at decentral, 
and inward focussed labs, with business leaders making decisions using selection criteria such as: 
“having found a corporate sponsor”, and “corporate indicates potential” and thereby, selecting only 
initiatives with added value for existing business lines and customers. Cases organizations with low 
levels autonomy developed more inward focussed and sustaining initiatives (B.2, C.2).  
High levels of autonomy are therefore required for the development of radical innovation, with 
innovation leads or experts that oversee the decision making. At the several outward focused 
innovation labs (E, J), it was observed that autonomy levels vary with the stage of development. At 
later stages incubation and acceleration of ventures when the investments become more substantial, 
especially at the capital-intensive industries, the decisions making includes higher level and executive 
management. 
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"the Chief Innovation Officer, who is ultimately responsible at "J," who is also in 
the executive committee, ... we only do that from the alpha stage. Otherwise, it is 
far too small. One is talking about a venture of a few million, this is at a company 

that has billions on the balance sheet, that does not work." – J Innovation Lead 

Indicating that when initiatives mature and are more comparable in size and investments, the 
decision-making moves to higher levels in the organization. However, innovation teams need to be 
able to validate their business models with sufficient autonomy. Relying on corporate support too 
early has negative consequences. Low levels of autonomy are observed as a limiting factor for outward 
focussed innovation labs. At organization C it was mentioned multiple times by the interviewees that 
especially in early stages, the initiatives need to receive sufficient autonomy in the decision making to 
be able to reduce uncertainty and the business model is stable. 

“Often things are so uncertain that it becomes a huge hassle, so now we have 
said we need to keep things here a bit longer, we need to create an environment 

where you can start building MVPs and swing things to a limited group of 
customers to collect evidence, then the business case also becomes a lot easier, 

you can then transfer things with decency, and then they do not fall off too 
quickly, because they have much potential, or they already have customers” – C 

Innovation Lead 

Keeping initiatives under the control of the innovation lab until a business case is proven is essential. 
When the ongoing business is involved in the decision-making at the early stages of incubation, the 
more uncertain initiatives, in which the ongoing business does not yet see its potential, will not receive 
the opportunity to experiment and validate. This would lead to stopping initiatives that might prove 
to be successful later on.  

Financial Autonomy 

Financial autonomy is another factor and defines the amount of control the innovation lab has in order 
to make investment decisions. Five cases organizations (E, F, H, J, K) all indicate high financial 
autonomy, where four case organizations (B, C, D, G) have low financial autonomy. C innovation lead 
describes the need for unconditional resources that are separated from the ongoing business. 

“when you want to innovate sustainably, focus on the long run and that is what 
we are talking about, you have to set aside resources and budget that nobody 

can get hold of. There is going to be a crisis, there is going to be legislation [at the 
ongoing business], it does not matter, you always want to keep this process 

running.” – C Innovation Lead 

Providing funds while leaving the decision-making autonomy to the innovation lab remains difficult 
since the initiatives start to compete for the budget with the existing operations. A battle in which the 
operation has the upper hand and that innovation initiatives will always lose. Innovation lead at C 
describes how the innovation lab has limited resources to develop initiatives until a validated business 
case. Experiments are placed on the regular corporate backlog for budgets and the development of 
solutions.  

“You do not want that, the validation actually comes here (MVP), here you really 
start to prove that there is something, and before this it is just all a bit vague, 
which makes many people say no but this does not work at all, or where is the 

business case. It is right, the business case is not there yet, that comes here at the 
later stage. If you never let such a team come here, they can never prove it.” – C 

innovation lead 
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Lack of financial autonomy and being unable to bring the initiative to the maturity of a validated 
business case causes initiatives to be rejected by the ongoing business prematurely without having 
given it a fair chance. This is especially true for the outward focussed initiatives that do not directly 
show their potential to the ongoing business.  
Being financially constrained and therefore having a high dependence on the support of ongoing 
business lines, in some cases affects the nature of initiatives. Since initiatives that are inward focussed 
and relevant for the ongoing business receive higher support and additional funding (cases D, G). 

“Go in that direction [with the initiative] because there is a sponsor from the 
business, that is where the money comes from.” – G Innovation Lead 

D innovation lead would only select initiatives that the business leads are willing to pay for and want 
to integrate. Limited financial autonomy at the central and outward focussing lab of case B, has the 
consequence of the need for continuous request funds budget at the board, constantly delaying the 
processes (B central). Where the inward and decentral innovation lab of B has sufficient financial 
autonomy to develop initiatives at a high pace successfully. Four cases (B, C, D, G) indicated low 
financial autonomy as one of the main restrictions for the development of radical innovation 
initiatives. Case organization ‘H’ has high financial autonomy with the budget it receives from 
executive management for their innovation activities.  

“they will not invest so much money in ‘disrupting my own business’, that is just 
not a good idea for them. You always have conflicting interests; therefore, it is 
completely separated. It is controlled by the management board from which 

innovation receives a sum of money that does not go through the business.” H – 
project lead 

Late in the incubation phase, the investment size increases, and requires financial support from senior 
and executive management, or the corporate venture fund, but it remains separated from the ongoing 
business.  

Resource Independence  

Resource independence is defined as the self-supportiveness of the innovation lab, as it operates 
autonomously without depending on corporate support in the form of employees. This is especially 
the case for ambidextrous organizations. However, several case organizations, the innovation labs 
have low resource independence and rely on corporate employees in the innovation teams. At these 
cases the whole team is ‘borrowed’ from the ongoing business, and the lab only facilitates the process, 
where at cases (C, G, H) the team relies partially on the borrowed resources. At three cases (B.2, F, J) 
the innovation lab is resource independent and can, therefore, operate autonomously. Whereas at 
three other cases (C, E, H), the innovation team is partially dependent during discovery and early 
incubation, and shift towards resource independence as the initiatives become mature, employees 
take a full-time role within the innovation lab.  
Low resource independent teams are limited by the commitment provided by the ongoing business. 
Obtaining sufficient resources can be a struggle, and since the borrowed members maintain their role 
in the ongoing business, they are frequently interrupted by operational activities. Low resource 
independence can starve out the resources and the pace of an initiative. Where low resource 
independence can be sufficient for smaller and incremental initiatives since the ongoing business is 
more willing to commit, the radical and outward focussed initiatives require high resource 
independence in order have sufficient development pace and obtain the necessary autonomy (cases 
B, C, E, H, J).  
Finding the right level of autonomy is a challenge. The exchange of employees between the innovation 
lab and the ongoing business can be beneficial for the connection, improves transition success, but 
affects the inward/outward focus and development speed. With the high level of autonomy of an 
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ambidextrous organization creating the ability to develop radical innovation while, creating 
disconnection and therefore making it more challenging to integrate initiatives. An optimal level of 
autonomy, therefore, depends on the strategic intent and the initiative itself. Having the ability to 
shift the level of autonomy as the innovation’s uncertainty decreases, therefore, increases the 
likelihood of successful innovation development, and transition.  
At organization H, the ongoing business is not involved with the development, they have high decision-
making and financial autonomy. The observed consequence is that nearly none of the initiatives are 
transferred into the ongoing business. Therefore, having high decision-making autonomy and financial 
autonomy throughout the process results in low alignment making the transition to the ongoing 
business difficult.  The analysis suggests that high levels of autonomy are required in order to develop 
radical innovations. With lower levels of autonomy resulting in higher alignment but more incremental 
innovation. 
This paragraph introduced the three concepts of connectedness, commitment, and control, as the 
dimensions of the interface between the innovation lab or corporate venturing unit and the ongoing 
business. We observed that the different degrees of connectedness, commitment, and control, with 
combinations that complement and combinations that contradict. Since the organizations can adjust 
these dimensions, they are the intervening conditions that provide organizations control over the 
interface. The following paragraph introduces three models of these concepts; they describe the 
strategies of case organizations regarding the interface. 
 

4.3 Three Models of the Innovation Interface 

Three strategies are observed regarding how the case organizations managed their innovation 
interface. These strategies are the result of the axial coding and are constructed from variations on 
the three previously defined dimensions (connectedness, commitment, and control). The three 
models to manage the innovation interface are: intertwined interface, insulated interface, and 
dynamic interface, each varying in the level of connectedness, commitment, and control, see Figure 
4.1. The intertwined interface is characterized by a high level of connectedness and commitment and 
control. Where the insulated interface describes a low level of connectedness, commitment, and 
control, the dynamic interface uses different levels of connectedness, commitment, and control 
depending on the innovation development stage.  
 

 
 
Figure 4.1 Continuum of the Intertwined and Insulated Innovation Interfaces; the dashed arrows represent the dynamic 
interface 

 
Radical innovation requires an outward focussed innovation lab to create a different structure, 
culture, and process to differentiate from the ongoing business, and an insulated interface is most 
suitable. Most importantly, the appropriate interface should align with the context. Innovation labs 
with an outward focussed strategic intent that were financially and resource-limited, struggle to make 
an impact (cases B, C.2, F, I, G). Business unit leads and sponsors are only willing to finance and provide 
resources to initiatives that are relevant for their operations.  



 

38 
 

To increase the likelihood of transition success, the use of the intertwined interface, focussing on the 
creation of alignment is most suitable. However, this results in more incremental and sustaining 
innovation. Developing radical innovation while being able to transition these initiatives successfully 
would, therefore, be contradictory. However, the dynamic interface supports the development of 
radical innovation while being able to integrate these initiatives successfully. When designing the 
innovation lab as a separate entity, it is essential to consider the strategic intent and the way the 
innovation lab should contribute to the organization, since this determines the necessary interface.  
The three interfaces models show that by applying the right intervening conditions in the appropriate 
context, innovation success, and transition success can be achieved. It requires careful management 
of the dimensions of connectedness, commitment, and control as well as transition management, 
accountability, and incentives (described in the next paragraph) to ensure the development of radical 
innovation and transition these initiatives into the ongoing business. The three interfaces models and 
their appropriate use cases are described in the following paragraphs. 
 

4.3.1 Intertwined Interface  

The intervening conditions of the intertwined interface are high connectedness, high commitment, 
and high control, see Figure 4.1. The intertwined interface is more connected as the innovation lab 
can rely for a large part on existing knowledge and expertise from the ongoing business. The 
innovation lab is either decentral structured as it covers a single business line (case B.2), or central 
structured when it overlaps multiple business lines, as of case C.2. The intertwined interface is most 
suitable in the context of an inwardly focussed innovation lab, with the strategic intent to develop 
sustaining innovation initiatives that contribute to the growth and value creation for existing business 
lines, as it serves existing markets. Cases from this study that closely resemble the intertwined 
interface are B.2, C.2, D, F.2, K. 
It is using cross-functional teams with members that rotate from the ongoing business supported by 
a team of coaches and facilitators from the innovation lab. The coaches continuously optimize the 
innovation lab’s way-of-working, and the facilitators connect the team to the right stakeholders and 
take care of the peripheral matters. Having a cross-functional team with people that rotate from the 
business supports the exchange of information and the willingness to adopt the initiative. It requires 
high commitment from the ongoing business to operate with this team structure to develop initiatives 
at a high pace and make this approach succeed. With commitment from sponsors and business unit 
leads that provide additional funds and free up resources. The autonomy of the innovation lab is low, 
where the innovation lab is more dependent on the financial and resource support of the business 
lines. Business unit leads are highly involved during gate meetings and in the decision making. With a 
higher willingness to finance and support initiatives that are strategically aligned and have the 
potential to contribute to their operations.  
With this interface, the innovation lab operates with a process, culture, and structure that remains 
intertwined with that of the ongoing business. It is creating the capability to successfully develop 
incremental and sustaining innovation and transfer initiatives into the ongoing business. Unable to 
radically diverge and pursue an outward focussed strategic intent. Innovation labs with an outward 
focus that inappropriately use the intertwined interface are B.Central and G. These have a low 
autonomy and are thus constrained financially, in their decision-making and resources. With the 
consequence of low innovation success and transition success. To fully diverge from the ongoing 
business and create a separate process, culture, and structure, innovation labs apply the insulated 
interface.  
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4.3.2 Insulated Interface 

The intervening conditions of the insulated interface are low connectedness, low commitment, and 
low control, see Figure 4.1. Innovation labs applying the insulated interface, have high autonomy to 
explore, select, and incubate initiatives independently. The low connectedness is obtained by the 
centralized innovation lab, ambidextrous team structure, and the pursuit initiatives that are 
strategically unaligned from a specific business line. Being financially independent as it receives 
separate funds from executive management, and having sufficient resources to develop initiatives, it 
creates a high level of autonomy to control its own decision making. Since the innovation labs with an 
insulated interface have a low connectedness, with a high financial autonomy and resource 
independence, the required commitment from the ongoing business is small. The insulated interface 
is most appropriate in the context of outward focussed innovation labs, used to pursuit entirely new 
sources of value, by serving new types of customers, and to develop new business lines, aiming to 
create disruptive innovation initiatives. Cases from this study that apply the insulated interface are 
cases C, H, and I.  
With this insulated interface, the innovation lab is capable of creating an entirely separated structure, 
process, and culture. It can, therefore, develop innovation initiatives autonomously to the point of a 
validated business model. It obtains the freedom to diverge from the ongoing business and explore 
entirely new market opportunities and business models. It is laying the groundwork to become an 
ambidextrous organization, to successfully developing radical innovation initiatives in the form of new 
business lines and new ventures. However, this possesses considerable challenges for the transition 
of the radical initiative.  
Because of the high degree of uncertainty of innovation, initiatives frequently pivot during 
development, which may change the value proposition and the required interface with the ongoing 
business. Case organizations apply a dynamic interface to provide the appropriate interface 
depending on how the initiative matures. 
 

4.3.3 Dynamic Interface 

The dynamic interface involves different degrees of connectedness, commitment, and control 
depending on the stage of innovation and the context, see Figure 4.2 and Table 4.5. Apart from the 
two static interfaces, the dynamic interface is aimed to create the ability to develop radical innovation 
initiatives successfully as well as to successfully transfer those initiatives into the ongoing business. 
Examples of case organizations that apply this interface are cases C, E, and J. 
 

 
Figure 4.2 Dynamic Interface of case organization E 

 
Where the orange-coloured activities are under control of the innovation lab, or the ‘exploration 
organization,’ following the insulated interface, the light yellow-coloured activities are a collaborative 
effort with the ongoing business and the innovation lab, demanding higher commitment from the 
ongoing business. The white activities controlled by the existing business line, new business line or 
spin-off. From the central innovation lab, during discovery and incubation, the initiatives receive high 
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autonomy with a lower degree of connectedness in order to sufficiently diverge from the ongoing 
business. The dynamic interface allows them to follow the development of the initiative, as the 
uncertainty reduces and the business model has reached certain stability.  
In the early stages, during discovery and early incubation, teams at cases C, E, H start as cross-
functional teams, keeping their original job position. While during experimentation, these members 
give up their original job position for a role within the initiative team, shifting towards ambidextrous 
teams.  
 
Table 4.5 Dynamic interface: How the interface dimensions vary throughout the innovation development process (+ high, - 
low, 0 neutral) 

Dynamic 
Interface 

Strategy Discovery Early Incubation Late Incubation Transition 

Connectedness 0 - - - + 
Commitment + - 0 + + 
Control 0 - - 0 + 

 
At this later stage, the organization shift towards the appropriate interface, if it can be safely located 
nearby one of the business lines, or remain distance and follow the venture program. 

 “We've brought a few initiatives just a little bit further than this (solution) and 
they've really got something that works and they've already got some techies, 

and large customers that have seen it and signed a letter of intent. And what you 
suddenly see happening is that I don't want to draw a fishhook, but you then 

suddenly see that there's a rod being thrown out by the business, who says we 
want to have this.” – C Innovation Lead 

When a clear fit or the business indicates a clear pull, the initiative is placed closer to the business line, 
following the intertwined interface. Using a transition assessment to support this decision making. 
Moving towards an intertwined interface when there is a great strategic fit and business model fit 
with one of the existing business lines, the initiative is structured in a decentral innovation lab, or part 
of the business line. Initiatives, with little alignment and a high potential to become a new business, 
are further incubated in a venture program. Case organizations H & J apply this dynamic interface and 
can provide the appropriate environment for its initiatives. Case organization H organizes a pitch day 
with business line leads, and innovation leads to select the appropriate environment. A transition 
assessment could be used as a tool for this interface selection decision. 
Initiatives that are part of the venture program have the appropriate environment to mature and 
obtain a significant size. At case J, these ventures employ up to 600 people. At this scale, these 
initiatives become comparable with the size of the existing business lines, and are more difficult to 
neglect.  
Case organization E and J mention that at their alpha/beta stage, they start working on a transition 
plan, as the path to converge towards the ongoing business. The transition plan is a collaborative and 
coordinated effort with the ongoing business.   
 

4.4 Transition Management 

This paragraph of transition management provides insights regarding the when and where to 
transition initiatives from the innovation lab. The case study analysis provides insights behind the 
reasoning when initiatives are ready to be transitioned, and why initiatives are either transferred into 
existing business lines, form an entirely new business line, or become a spin-off. From the case study 
analysis, strategic fit, and business model fit and initiative maturity are the factors that contribute to 
the decision making. Organizations use accountability and incentives to enhance transition success. 
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4.4.1 Transition Readiness 

The case organizations used maturity criteria to decide whether initiatives are ready to ‘graduate’ 
from the innovation lab and start scaling. Where eight companies accelerate within the ongoing 
business, four companies (case E, H, J, L) have the opportunity to incubate further and then accelerate 
their initiatives in a venture program, when there is low alignment with the ongoing business and the 
potential to become a new business. Case J describes that the ventures are significantly larger than 
other radical innovation initiatives and contain multiple product-market combinations with the 
potential to become a platform for future growth.  

“It could be that either that idea will be further developed within an existing 
business. It could also be that it is really interesting [the initiative] when the 

innovation does not fit into the current business, but it does fit into the strategy 
of “E,” which is essential, then we are here with our venture program to say that 

we do indeed see potential in this”. – E Innovation Lead 

It provides a more suitable and safer environment to mature and to become self-sustaining so they 
can compete with the existing business lines when then they transition. Important is that when 
transferring, the uncertainty of the initiative is sufficiently reduced, with a relatively stable business 
model.  
Transition criteria from literature are used as a start this part of the codebook. New criteria observed 
at the case organizations are added. Organizations need to use clear upfront criteria to assess 
transition readiness. The most frequently used criteria that case organizations used to determine the 
transition readiness of initiatives are: 
 

• A validated customer value proposition 1 

• Generating revenue 2 

• A clear strategy for profit contribution 1 

• A strong leadership team 1  

• Being able to compete for resources 2 

• Global scalability 

• Laying the groundwork for big market 3 
(1 From O’Reilly et al., 2009; 2 O’Connor et al., 2006, 3 Rice et al., 2002) 

The initiatives that meet these criteria would be mature enough to transition in the ongoing business, 
without being overturned in the fight for resources. Executive management of the ongoing business 
would recognize the potential since it has proven its business model and shown customer interest by 
the generation of revenue. However, most case organizations often lacked clear upfront criteria 
regarding the transition readiness of an initiative.  
Part of the transition decision is where to transition? The concepts of the following paragraph describe 
how organizations answer this question.  
 

4.4.2 Transition Decision-Making 

The transition decision is affected by countless of factors that are case dependent. However, strategic 
fit and business model fit are two factors that help explain why a particular transition decision is made.  

Strategic Fit 

Strategic fit describes the fit of the initiative with the organization and ongoing business on a 
strategical level. Strategic fit is a significant factor in the decision making if the initiative is integrated 



 

42 
 

or becomes a spin-off. A tight strategic fit with an existing business line eases and speeds up the 
transition. The business line is likely to be willing to invest and adopt the initiatives since it contributes 
to their strategy. An initiative with a ‘natural fit’ at case B.2 was quickly transitioned after the ongoing 
business indicated interest. Besides financial motivations, the initiative’s contribution to its goals or 
value proposition are motivations for the business line to adopt. 

“When it is relevant to your business, that can be revenue, growth, but that can 
also have an impact within other areas, so on our sustainability goals, for 

example, it is not only financial per se… make sure that it is as relevant for our 
customers and therefore also as relevant as possible for the person ultimately 

responsible for the incorporation of the initiative” – C corporate lead  

Initiatives are monitored on their strategic fit with the corporate strategy. When the initiative ends up 
strategically unaligned, for example, due to a pivot of its business model, it is either stopped or spun-
off during incubation. 

We are very critical at the moment that, for example, a venture after the alpha 
stage, we see that there is no longer any prospect of a landing in the business. 

That is where we are going to watch very closely. We would instead put that fund 
into something that could eventually land the business. – E Innovation lead 

In some cases (C, E, H), a spin-off was seen as the only path to commercialization, for example, due to 
a misaligned strategy, regulatory obstructions of the organization or due to a joint-venture structure. 

Business Model Fit 

An organization’s business model is defined as the design of the value creation, delivery and capture 
mechanisms (Teece, 2010). The business model fit describes the ‘fit’ of the initiatives business model 
with that of the ongoing business. The business model fit is the ‘fit’ on a more tactical level and plays 
a significant role in the transition decision making. The business model fit is high when the initiative 
largely corresponds with the value creation and value capturing of the ongoing business. On the value 
creation side as it, for example, uses existing production plants, processes, expertise, or corporate 
systems, as key resources and key activities. On the value capturing side as it targets the same 
customer segments and using the same sales channels. Initiatives with a tight business model fit, for 
example, improve existing offerings or are highly dependent on the utilization of existing knowledge, 
expertise, and infrastructures for their value creation. This makes integration essential.  
Interviewee G.2, a corporate sponsor of the initiative, was enthusiastic about adopting an initiative 
from the innovation lab, since it contributes to the efficiency of the department, as well as customer 
and employee satisfaction. It is increasing the department’s performance on its key metrics. The 
business line was keen to support the development and to adopt this initiative. These tight business 
model fit initiatives are more likely to be developed at inward focussed innovation labs. The business 
line with which this business model fit is highest is also the most suitable adopter of the initiative. 
When it is clear that the initiative is very dependent on the ongoing business for its value creation, the 
interface became more intertwined, for a better alignment and transition of the initiative. 

“You are in the seed phase in the E-innovation lab. However, we already want to 
bring that club into our business. We almost had that situation last year. The fact 

that a party within "E" had so many similarities with what that venture was 
doing, there was so much synergy that it became interesting enough to look at 

that option.” – E Innovation Lead 

Loose business model fit initiatives are ones that venture into new markets and offer new sources of 
value. They tend to serve different kinds of customers, are unable to utilize much of the existing 
knowledge and expertise and require new technologies, processes, and structures.  
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When you want to use the customer base from the business, this may not be the 
customers you need. How do you going make sure you can integrate it, or how 

are you going to adjust to make it fit? Maybe you should say we have such a gap 
that cannot be bridged by the integration…So are you going to integrate or are 

you going to say we keep it separate? – E Innovation Lead  

The innovation lead of case E continued explaining that elements of the business model such as 
revenue streams, and key resources could also make it a miss-match. Low business model fit initiatives 
are more likely to be developed at outward focussed innovation labs. More significant gaps with 
technology, HR, cost structure and revenue streams, results in lower business model fit, making 
integration a more difficult but also less essential. These initiatives are more likely to be separated, to 
form a new business unit, an entirely new business line or a spin-off. 

Transition Management  

After having selected a potential business line for the adoption, the transition needs to be prepared. 
The transition needs to be performed very carefully. Too early might lead to that the ongoing business 
makes changes to the value proposition in order to fit it to their operations, causing the initiatives to 
fail.  

“It is a considerable risk that the receiving mother says, yes, the value proposition 
that does not fit our strategy, we are going to take a look at it. Then you say, but 

wait a moment when your entire house of cards is built on that whole value 
proposition, you cannot just change it, and we sometimes see that happen, and 
then it becomes a self-destroying prophesy, because that value proposition does 

not work anymore.” – J Innovation Lead 

The transition plan has to be discussed with the receiving party. Case organization E performs a 
readiness capability assessment to identify the gap between the initiative and the receiving business 
line. People are selected to facilitate and coordinate this process. Furthermore, transition 
requirements are identified, the processes are aligned, resource availability is assured, training 
regarding the initiative is provided, all part of the transition roadmap. 
Few organizations appear to put sufficient effort into the transition of initiatives. This is partly 
explained due to the inexperience of many organizations with the transition process.  
We discussed the results of how organizations determine the transition readiness of an initiative, and 
to which part of the organization to transition the initiative. However, the decision making alone does 
not always ensure transition success, people are frequently guided by accountability and incentives, 
affecting the transition success. 
 

4.4.3 Accountability and Incentives 

As observed from literature as well as from the cases, the transition of radical innovation appears to 
be the most vulnerable stage. At the worst case, the organization is unable to reap the rewards. 
Besides the need for a well-managed transition process, some organizations increase the likelihood of 
success using accountability and incentive measures. 

Accountability 

Transition accountability can be supervised by CEO and senior management involvement, and by 
having the innovation team continuously supporting the transition. Without continuous support, the 
transition becomes a hand-over of accountability, well-known as a killer for adoption and therefore 
lowering the chance for successful transition.  
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Three cases mentioned the hand-over of initiatives without transferring any members of the team. 
Making the ongoing business accountable for the implementation and execution. A hand-over has the 
highest risk for unsuccessful transition, since nobody of the original innovation team is leading 
adoption, new people of the business line need to take on this responsibility, frequently besides their 
original responsibilities. Radical innovation needs leadership and sponsorship in order to push these 
initiatives through, to receive commitment. Losing original accountability is especially risky for the 
radical and outward focussed initiatives, since they do not directly contribute to the existing 
operations, there is less chance that someone will show interest and take the responsibility. At six 
cases (B.2, G, E, H, J, L) the whole or a part of the initiative team was transitioned along with the 
initiative, to maintain the knowledge and experience within the team as well as to have someone to 
remain accountable. 

Incentives 

Corporate resistance, priority for day-to-day activity, and capacity shortage are factors that discourage 
successful transition. However, several case organizations incentivise successful adoption and 
transition of initiatives. Corporate metrics used as an incentive are to claim a percentage of the 
corporate resources for the development and adoption of innovation initiatives. This frees resources 
of the business line to let employees participate in innovation initiatives, and resources for the 
transition and execution of initiatives in the ongoing business. Innovation leads mentioned that the 
innovation lab should receive credit for the revenue that has been generated innovation initiatives. 
Case organization J applies a similar metric by setting innovation sales objectives as metrics to 
stimulate adoption. 

“We have set the objective to realize innovation sales, and at "J" that is 20% of 
our sales must come from innovation, you can look back at initiatives developed 

in the last 5 years.” – J Innovation Lead 

The last two paragraphs described the dimensions of the innovation interface and the transition 
management. The next paragraph introduces the theoretical framework, linking the individual 
concepts. 
 

4.5 Innovation Interface: A Theoretical Framework 

The innovation interface framework emerged from the analysis of the twelve cases, revealing how 
and why a specific interface contributes to the overall development and transition success of radical 
innovation initiatives, see Figure 4.3.  
The phenomenon of the theoretical framework, as observed in the case study analysis, and the 
literature review is the tension between exploration and exploitation during development. Innovation 
labs aim to provide the appropriate environment to lower this tension during development. However, 
after incubation, this tension returns when most case organizations transition the initiative into the 
ongoing business. Organizations struggle to integrate innovation initiatives, unable to obtain 
resources, and receive priority.  
One aspect that makes it a difficult phase is the change in accountability during the transition. The 
lack of clear business value, incentives, coordination, and sufficient capacity might cause the initiative 
to fail. Resistance for adoption occurs in the form of the not-invented-here syndrome when initiatives 
are handed over, or when initiatives fail to obtain organizational resources in the ongoing business as 
radical innovation initiatives are unable to compete for resources in the ongoing business, where 
metrics such as profit contribution, performance improvements, and efficiency gains are used to 
prioritize its resources. Interviewee G.2 describes that validated initiatives have remained on the 
backlog for over six months. 
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Causal Conditions 
The causal conditions that impact these phenomena are the high degree of uncertainty of innovation 
and the different organizational needs (structure, process, and culture) required for exploration 
activities relative to exploitation activities, as was found during the literature review. These conditions 
are the natural cause of the tension that arises between exploration and exploitation and the reason 
why organizations struggle to transition initiatives. 
 

 
Figure 4.3 Theoretical Framework: The Interface Type Within a Certain Context Affects the Outcomes, and is Controlled by 
Intervening Conditions 

 
Context 
The context explains the setting in which the events occur. The strategies that the organizations apply 
to manage the phenomena depend on the context. The contextual factors that determine the strategy 
are the strategic intent of the innovation lab and the phase of radical innovation development. With 
an inward focus, the initiatives have a sustaining character and create value for existing customers or 
the existing operations. Where outward focussed innovation labs, with a disruptive character, that is 
directed at the creation of entirely new sources of value in new markets, have little alignment.  
Throughout the radical innovation development process, the tension and uncertainty lower as well, 
business models are validated, the business value for the ongoing business becomes tangible, and the 
initiative is self-sustaining. This then increases interest from the ongoing business and the willingness 
to adopt, which affects the interface design that is necessary to manage the tension. 
 
Strategies 
Depending on the context, the phenomenon needs to be managed with the appropriate strategy. 
Three types of the “innovation-interface” (intertwined, insulated, and dynamic interface) are the 
strategies that capture the necessary combination of intervening conditions. The strategic intent 
determines the need for either a tight connection (intertwined interface) between the innovation lab 
and the ongoing business with a high degree of alignment, interaction, and support or a loose 
connection (insulated interface) with a low degree of alignment, interaction, and support. Providing 
outward focussed innovation labs, the ability to separate their process, structure, and culture to 
develop radical innovation with the insulated interface was observed to be critical for innovation 
success and degree of radical innovation. Inward focussed innovation labs find alignment with the 
ongoing business with the intertwined interface. Being able to adjust and pivot the initiative 
accordingly during development and ensure a tight business model fit to contribute to the existing 
operations. With the dynamic interface, the innovation labs provide the appropriate interface 
depending on the initiative and as the uncertainty reduces. Being able to align initiatives that have a 
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tight business model fit, while continuing separately with unaligned initiatives that have may also have 
the potential to become a new venture. 
 
Intervening Conditions 
Intervening conditions are controllable elements to execute upon the strategy. The analysis revealed 
the three dimensions of connectedness, commitment, and control that define the interface. For the 
intertwined interface, high levels of connectedness, commitment, and control are applied to ensure 
alignment of the processes, structure, and culture with the ongoing business. With low levels of 
connectedness, commitment, and control for the insulated interface to sufficiently diverge and 
increasing the likelihood to develop radical innovation initiatives and form a new entity within the 
organization.  
 
Consequences 
The consequences are the result of a strategy within a specific context. Aiming to develop radical 
innovation to improve the organization’s performance. Applying the appropriate strategy within a 
specific context impacts innovation success (the ability to successfully develop innovation initiatives), 
transition success (the ability to successfully transfer innovation initiatives), the degree of radical 
innovation (the ability to successfully develop radical innovation), which all together impact the 
organizational performance. 
Although there are countless of reasons why innovation fails, such as invalidation due to technical and 
market reasons, failure from applying an inappropriate interface can and should be prevented. As was 
observed from the case organizations, applying the strategy that does not match the context may lead 
to resource starvation and selecting only incremental innovations that directly contribute to the 
existing operations. It also results in the killing of initiatives and being unable to transition inward 
focussed initiatives due to lack of alignment with the receiving end or affecting the degree of radicality 
due to low levels of autonomy of the innovation lab and high involvement of the ongoing business 
with investment decisions.   
The central theory of this study is “Innovation Interface,” and the proposed theory is the need to use 
the appropriate interface between the innovation lab or corporate venturing unit and the ongoing 
business for successful development and the transition of radical innovation initiatives. 
 
This chapter provided the results of the multiple case study and introduced new concepts regarding 
the interface dimensions, interface models, and transition management. The theoretical framework 
connects the strategy, context, and the intervening conditions to the outcomes, providing the 
understanding of how and why this happens. The following chapter discusses how this theory and its 
concepts are to be used by introducing a new model. This model links the strategic intent with the 
operating models, type of interface, and the outcomes, allowing organizations to select the 
appropriate approach to match their objectives.   
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Chapter 5  

Discussion  
The objective of this study was to improve the understanding of how organizations should manage 
and transition their radical innovation initiatives, to increase their return on innovation investments. 
The transition phase of radical innovation is especially interesting since it is argued to be the most 
vulnerable phase (Kirsner, 2017; Ries, 2017). Multiple studies illustrated the importance of the design 
of the interface between the innovation lab and the core business, to successfully transfer the 
initiative (Burgelman, 1985; Raisch et al., 2009; Weiblen & Chesbrough, 2015; Ries, 2017).  
Therefore, this study explores the dimensions, designs, and the role of the interface for successful 
development and transition of radical innovation. Through this multiple case study, with twelve 
organizations from a wide variety of industries, I developed a framework that describes the interface 
between the innovation lab and the core business. This theoretical framework introduces the 
dimensions (connectedness, commitment, and control) that construct this innovation interface, which 
also act as the intervening conditions that organizations can control. These interface dimensions offer 
a new approach to the understanding of how and why innovation interfaces affect the innovation lab's 
or corporate venturing unit's ability to develop and transition radical innovation successfully. More 
specifically, the introduction of the three innovation interface models: intertwined, insulated, and 
dynamic interfaces enables the organization to carefully coordinate their interface to match the 
strategic intent and innovation development phase. The findings of this research contribute to the 
literature on corporate entrepreneurship, innovation management, and organizational ambidexterity. 
The following paragraphs discuss the most important results and the theoretical contribution of this 
study, its limitations, and the areas for future research.  
The final paragraph introduces a more practical framework for selecting the appropriate innovation 
interface and operating model to the innovation strategy and then explicates the results of this 
multiple case study by leveraging existing literature. By linking the strategic intent with the operating 
model and the innovation interface, it contributes to the understanding of how organizational 
ambidexterity is achieved in different places of the organization.   
 

5.1 Theoretical Discussion  

5.1.1 Linking Strategic Intent to the Interface Type and Innovation 

Success 

Innovation labs are set up to contribute to organizations in different ways, and they follow different 
processes. Multiple studies illustrated the importance of the design of the interface between the 
innovation lab and the core business, for the success of an innovation lab and the ability to transfer 
initiatives (Burgelman, 1985; Raisch et al., 2009; Weiblen & Chesbrough, 2015; Ries, 2017). However, 
prior research paid little attention to the interface dimensions and how the strategic intent affects the 
type of interface and the type of innovation it develops. There was a limited understanding of the 
strategic intent and the capabilities that innovation labs provide. Furthermore, the effects on the 
ability to sufficiently diverge from the ongoing business, create a different culture, structure, and 
process, and the impact on the degree of radical innovation was unclear.  
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This study advances the understanding of organizations and academics of managing innovation labs 
by defining the strategic intent and distinguishing the operational needs. Inward focusing labs show a 
sustaining character and aim to develop new and improved products, services, and processes for their 
existing customer base in markets that the firm is already active. Whereas outward-focused labs, have 
a disruptive character and aim to create new sources of value for new customers in new markets, as 
a platform for future growth. The initiatives at the outward focussed innovation labs are less aligned 
with the existing operations, creating a more substantial gap in both knowledge and expertise. The 
differences in strategic intent pose significantly different organizational and managerial challenges, 
which are the ability to integrate as opposed to the ability to differentiate.  
The interface dimensions that this study introduces are connectedness, commitment, and control that 
act as intervening conditions and should be managed accordingly. This study presents three interface 
types that allow organizations to manage the relationship and interaction, these can be discussed in 
terms of their strengths and weaknesses. The intertwined interface and insulated interface are each 
capable of either transition success or developing radical innovation initiatives. The advantage of the 
intertwined interface is to align the initiatives with the ongoing business and to achieve transition 
success; however, the teams are constantly subjected to the cognitive traps (Furr et al., 2019) and 
therefore unable to sufficiently diverge for the development of radical innovation. The role of the 
intertwined innovation lab is suited for sustaining innovation, aimed to optimize, adapt, and expand 
the existing business. Innovation labs that follow the insulated interface can escape these cognitive 
traps and pursue an outward focus and develop radical innovations and entirely new sources of value 
(Christensen, 1997; O’Connor & DeMartino, 2006). However, with minimal interaction and alignment 
during the development, initiatives encounter resistance in adoption, and lack fit with the ongoing 
business. The role of the insulated innovation lab differs substantially and is most suitable for 
disruptive innovation and the development of new businesses and new business lines.  
To the best of my knowledge, this study is the first to introduce a theoretical framework that links 
strategic intent to the interface type and the organizations' ability to develop and transition radical 
innovation. This study is the first to introduce the dimensions of the interface and the three interface 
types to provide an understanding for academics and practitioners of how organizations manage the 
relationship and interaction between the innovation lab and the ongoing business. Following the 
findings of this multiple case study, I argue that the lack of understanding to align the strategic intent 
with the interface type is part of the explanation why organizations fail to profit from their innovation 
investments and integrate their initiatives into the ongoing business. I, therefore, stress the need for 
organizations to align the strategic intent of their innovation labs to the interface type to achieve their 
objectives and innovation success.  
Finally, this study introduces the dynamic interface, as a different and more hopeful path to achieve 
both development and transition success of radical innovation for initiatives that are on the edge of 
inward and outward focused. Since innovation, and especially radical innovation, begins with high 
levels of technological and market uncertainty, it is difficult to predict the final solution and the target 
market. The dynamic interface that allows the organization to step in and shift its interface as 
uncertainty is reduced and thereby providing a safe and central environment for disruptive initiatives 
to develop. While ensuring alignment with the ongoing business for sustaining innovations to develop 
by transferring the team to a decentralized lab, the organization provides the optimal environment 
for these initiatives to develop and thereby increases innovation success. 
 

5.1.2 The Paradox Between Radical Innovation and Transition 

Success 

The current study identified a paradox between an organizations ability to develop radical innovation 
and the ability to transition these initiatives into the ongoing business successfully. Organizations 
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should actively balance the degree of integration and differentiation between the ongoing business 
and their innovation labs. To the best of my knowledge, this study is the first to describe this paradox 
between radical innovation development success and transition success.  
Prior research has argued the need for structural separation for organizations to simultaneously 
explore and exploit, to lower the tension between these activities (Christensen, 1997; O’Connor & 
DeMartino, 2006). The exploration unit is then able to create a different process, culture, and 
structure that the development of radical innovation requires. It is the insulated interface that 
separates its structure, culture, and process, allowing for a high degree of radical innovation.  
This study suggests that the tension returns at the moment of integration, where innovation initiatives 
need to compete for resources among the day-to-day activities or have low strategic and business 
model fit with the receiving business line. This study confirms the problem of isolation due to the lack 
of linkages (Birkinshaw & Gibson, 2004) for structurally separated innovation labs. The problem of 
isolation is, in fact, greater for innovation labs with an insulated interface. These innovation labs or 
corporate ventures were entirely separated during development, making the integration nearly 
impossible. 
Other studies, therefore, advocated a more connected approach (Lawson & Samson, 2001; O’Reilly et 
al., 2009) by decentralizing innovation labs, to prevent isolation. Many variants are observed to 
connect the innovation lab with the ongoing business. This study observed team members from the 
ongoing business that become part of the initiative team to ensure knowledge sharing and to improve 
adoption, as well as aligning the strategy, inclusive decision making, developing initiatives to create 
value for existing customers, and decentralization of innovation labs among the business lines.  
The findings suggest that through the intertwined interface, innovation labs achieve this tighter 
connection with the ongoing business. While this intertwined interface indeed allows for better 
alignment and integration, it limits the ability to separate the structure, culture, and process. The 
findings of this research show that the intertwined interface is more appropriate for the development 
of incremental innovation. This poses a paradox between the ability to successfully develop radical 
innovation and the ability to transition innovation initiatives successfully. 
This current study is the first to suggest that the dynamic interface is one way with which organizations 
can mitigate this paradox. The case organizations that align their strategic intent to the interface type 
can develop and transition radical innovation successfully. Moreover, the most successful 
organizations follow a dynamic interface, and thereby shift the degree of connectedness, 
commitment, and control throughout the development process and depending on the initiative. This 
is in contrast to the two static interfaces. The organization provides the appropriate environment for 
the initiative to develop, aligning the intent to the interface type, and thereby increasing innovation 
success.  

Agile Operating Models 

One of the objectives of this study was to explore how to go beyond the incremental innovation that 
agile operating models provide and develop radical innovation. Once the initiative within the 
innovation lab or corporate venturing unit, and its business model has become more stable and 
predictable, the activity shifts from exploration to execution. The initiative can accelerate and focus 
on the speed of execution when transferring from the innovation lab into the agile portfolio, with the 
advantage of the iterative and adaptive process of agile.  
The findings build on the existing evidence of HP’s case, as described by MacCormack et al. (2012) and 
the application of agile within the growth phase of Horizon 2. For organizations that follow the SAFe 
model, depending on the size and the impact of the initiative, it enters the organization on a portfolio, 
program, or team level.  
This study suggests that it is this moment that initiatives receive resistance, especially on the agile 
backlog. The initiatives struggle to compete with existing operations and obtain resources since 
priority is given to features, capabilities, and epics according to the WSJF (weighted shortest jobs first), 
which stimulates an incremental mindset. Breaking down the initiative and placing it on the backlog 
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is insufficient, as this leads to postponement of implementation, or even killing the initiative. These 
findings correspond with Furr et al., (2019), which described that agile methodologies reduce 
divergent thinking.  
This study suggests that current practices of the agile operating models are insufficient for the 
adoption of radical innovation. Initiatives should have validated their business model and sufficiently 
matured within the innovation lab to become more self-supportive. Finally, accountability and 
incentive measures must be introduced to stimulate the adoption and to lend priority to radical 
innovation initiatives, for example, by adding dedicated innovation scrum teams accountable for the 
adoption of initiatives or claiming a percentage of existing teams' capacity. 
 

5.1.3 Theoretical Contribution 

This study makes important contributions to the literature of corporate entrepreneurship, innovation 
management, and organizational ambidexterity. It provides a more comprehensive understanding of 
the design and the role of the interface between the innovation lab and the ongoing business. 
Furthermore, it contributes to the understanding of how and why innovation interfaces affect the 
innovation lab's or corporate venturing unit's ability to achieve its objectives and thus, the overall 
success of the innovation lab.  

Corporate Entrepreneurship 

From a corporate entrepreneurship perspective, this theory proposes an advance over the existing 
literature, by arguing that organizations use innovation labs for two primary strategic purposes and 
that the operating model should be chosen accordingly, this study provides a framework that 
describes how organizations achieve this.  
I find that the interface can play a critical role in the success of the innovation lab, as well as transition 
success and the degree of radical innovation. The more effective innovation labs and corporate 
venturing units aligned the interface carefully with their strategic intent. The interface dimensions 
include connectedness, commitment, and control. For the development of radical innovation, this 
means sufficient separation and freedom to explore and diverge from the ongoing business. For the 
development of incremental, this means ensuring alignment with the business line and obtaining 
commitment through frequent interaction and senior management support. Moreover, the 
intertwined interface is more likely to create incremental innovation, whereas the insulated interface 
is more likely to develop radical innovation.  
With the use of alignment and connectedness mechanisms, the innovation lab is better able to 
integrate its initiatives into the ongoing business. While with the concept of open innovation, 
integration is no longer critical for organizations to profit from their innovation, it is still essential for 
the realization of synergies (Larsson and Finkelstein, 1999), transferring knowledge (Ranft and Lord, 
2002), and producing subsequent products (Puranam et al., 2006), which is the main advantage for 
organizations when pursuing radical innovation, as a source of entirely new value and a platform for 
future growth. Integration can trigger resistance from both the initiative team as well as the ongoing 
business. Integration can destroy acquired knowledge (Ranft and Lord, 2002); it can block the 
implementation of the innovation (Puranam et al., 2006), which corresponds with the findings of this 
study.  
This study suggests that integration should only take place when there is a tight strategic fit, and 
business model fit, in order to create synergies. For large initiatives with a strategic fit but a low 
business model fit with one of the existing business lines, we suggest the formation of a new business 
unit or an entirely new business line. These findings correspond with the previous study of Burgelman 
(1984), that introduced a model for organizing corporate entrepreneurship based on operational 
relatedness and strategic importance.  
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I suggest a dynamic interface, by which, organizations provide an environment to develop initiatives 
that are on the edge of inward-outward focus and make integration or separation decisions after many 
iterations and as the uncertainty of the initiative reduces. Furthermore, this study suggests that an 
inward-focused strategic intent requires an intertwined interface, whereas an outward-focused 
strategic intent requires an insulated interface. 
Prior literature argued that initiatives require high levels of autonomy during the early stages of 
development but to prevent isolation, these initiatives require integration (Garvin & Levesque 2006). 
Garvin and Levesque (2006) argue that organizations should carefully balance between autonomy and 
connectedness and decide the moment of integration. They suggest balancing actors as corporate 
sponsors and clear hand-off criteria. 
Although the findings of this study correspond with the need to have clear hand-off criteria, I suggest 
that having corporate sponsors should not be a criterion for an initiative to start; it creates an inward 
focus, therefore, results in more incremental innovation. I suggest that for the development of radical 
innovation, the initiative team should have the freedom to explore and may connect to corporate 
sponsors at later stages during development when the direction of the initiative has become more 
stable, as it aims to balance the autonomy with connectedness. Furthermore, our findings correspond 
with O’Reilly et al., (2009) which described the importance of commitment from senior executives and 
adding to our findings that the senior executives are involved in the monitoring and evaluation of the 
initiative’s progress. 
Taken together, this study suggests how to balance integration and separation appropriately by 
following a dynamic interface. By highlighting that the road to success is different for each initiative 
and its alignment with the ongoing business. I provide a framework and arguments for academics to 
understand how to develop and transition radical innovation, how to find a balance between 
integration and separation, and argue that the critical decision regarding the interface should not be 
made at the start, the moment where the uncertainty is highest, but instead at later stages where 
sufficient stability is obtained. 

Innovation Management 

From an innovation management perspective, this theory offers a new understanding of the vital role 
of the interface between the innovation lab and the ongoing business for successful development and 
transition of innovation. By highlighting the difference of the interface in organizing for radical 
innovation as opposed to sustaining innovation, and by introducing the mechanisms by which 
organizations can exercise control over the interface, organizations can effectively pursue their 
innovation strategy and profit from their investments.  
The process of innovation management is not linear (Raisch et al., 2008); neither is the interface 
between the innovation lab and the ongoing business. Innovation instead is an iterative process 
(OECD, 1991). One, therefore, cannot assume that each initiative is developed within the appropriate 
environment from the start. Therefore, organizations should adjust the interface with the ongoing 
business accordingly as the initiative develops and uncertainty reduces.  
This study introduces the dynamic interface, where the organizations apply varies the interaction and 
relationship with the ongoing business depending on the initiative and the stage of development. The 
dynamic interface draws from the concept of open innovation (Chesbrough, 2003) by finding other 
paths to commercialize innovation. However, rather than directly searching for ways to develop and 
commercialize outside the boundaries of the organization, organizations should first consider their 
options to continue the development of less aligned initiatives within the organization. Organizations 
that follow a dynamic interface were more successful. It allows organizations to pursue initiatives that 
are on the edge of inward- and outward-focus and make deliberate choices for organizing the 
development and integration of radical innovation. Different means lead to different ends. This 
corresponds with previous literature that describes developing incremental innovation, one can rely 
on existing knowledge and expertise (McDermott & O’Connor, 2002) from the ongoing business, 
whereas to develop radical innovation, one needs to escape the cognitive traps (Furr et al., 2019) and 
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develop new kinds of knowledge and expertise (Garcia & Calantone, 2002) to develop the businesses 
of tomorrow. Taken together, the dynamic interface enables organizations and their leaders to 
organize the development both aligned and less aligned initiatives and thereby increases variation 
within the organization, ultimately increasing the chances for survival (O’Reilly, 2009). 

Organizational Ambidexterity  

From an organizational ambidexterity perspective, this study argues that balancing the tension 
through organizational separation during the development is insufficient and that the tension requires 
careful balancing at the moment of integration, as well as in the early stages after the transition. This 
study, therefore, suggests that organizations should carefully manage the interface between the 
exploration and exploitation units to be successful through structural separation and achieve 
organizational ambidexterity.  
Literature has frequently argued the need for organizations to be ambidextrous for success and even 
for survival (Tushman & O’Reilly, 1996; Tushman and O’Reilly, 1997; Andriopoulos & Lewis, 2009). For 
organizations to be ambidextrous, they require simultaneous exploration and exploitation (Tushman 
& O’Reilly (1996), while these activities are entirely in conflict (Raisch et al., 2009). It is, therefore, 
suggested that organizations use structural separation to balance the tension between the two 
activities (Christensen, 1997; Andriopoulos & Lewis, 2009; O’Reilly and Tushman, 2013). However, the 
previous literature does not take into account the different degrees of separation and the effects on 
the ability to integrate initiatives after development within the exploration entity, and the 
mechanisms that can be used to lower the tension when integrating initiatives. Without careful 
management of the interface, it is the exact same tension that returns at the moment of integration. 
The main contribution of this study is the introduction of the dynamic interface as an alternative to 
the static intertwined and insulated interfaces. With multiple innovation units within the organization, 
the initiative can shift from the environment to provide the most appropriate interface as uncertainty 
reduces, and their fit with the ongoing business is clarified. This study argues that organizations 
simultaneously operate with innovation labs or corporate venturing units that are decentralized and 
centralized, with an intertwined and an insulated interface, as was observed with several case 
organizations. The dynamic interface ensures the connectedness for sustaining innovation initiatives 
and the separation for disruptive initiatives that create entirely new sources of value.  
To the best of my knowledge, this study is the first to contribute to the understanding of the effects 
of different degrees of separation on innovation success, transition success, and the degree of radical 
innovation. It explicates the mechanism by which structurally separated exploration and exploitation 
units are connected (connectedness, commitment, and control) and provided a fine-grained 
description of the role of the interface for organizations to successfully become ambidextrous and to 
profit from their innovation investments. By introducing the models of the intertwined interface and 
the insulated interface and linking these to innovation success, transition success and the degree of 
radical innovation, this study contributes to the understanding how the degree separation should be 
managed differently for inward-focused as opposed to outward-focused exploration units to achieve 
the organizations objectives and to become an ambidextrous organization. 
 
Surprisingly, few case organizations put sufficient effort into managing the transition. While many 
innovation managers also underestimate the difficulty. No clear pattern is observed between the 
maturity of innovation labs and their transition process. Where one would expect that more mature 
innovation labs would better understand how to approach the transition, the lack of effort or 
underestimation of the transition process may also be an explanation for the reason why organizations 
fail to profit from their innovation investments. This observation corresponds with Ries (2017, pg 46-
49) that innovation leads seldom have a plan for the process of adoption.  
 
Concluding, this study argued the importance and implications of the theoretical framework in the 
fields of corporate entrepreneurship, innovation management, and organizational ambidexterity. 
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Multiple studies illustrated the importance of the design of the interface between the innovation lab 
and the ongoing business, to successfully transfer the new business (Burgelman, 1985; Raisch et al., 
2009; O’Reilly & Tushman, 2013; Weiblen & Chesbrough, 2015; Ries, 2017).  
This study introduced the dimensions that construct the interface, providing organizations and their 
leaders an understanding of how to manage this interface. This includes three models (intertwined, 
insulated, and dynamic) that explain how and why the relationship and interaction between the 
innovation lab and the ongoing business affect the organization's ability to develop and transition 
radical innovation successfully.  
I find that the interface can play a critical role in the success of the innovation lab, as well as transition 
success and the degree of radical innovation. Finally, I argue the importance for organizations to align 
their strategic intent with the interface. Innovation labs are created for different purposes but 
sometimes pursue different purposes than for what they are created. Organizations should therefore 
use their innovation labs to their strengths, and organizations need to align their strategic intent with 
their operating model and interface design to be successful. Taken together, these findings suggest 
that careful interface and transition management can help organizations to achieve their innovation 
objectives and increase their return on investment.   
Paragraph 5.3 continues to explore how an organization can find this alignment by introducing a more 
practical framework for organizations and their leaders. First, however, we describe the limitations of 
this study and the areas for future research.  
 

5.2 Limitations and Future Research 

The main objective of this study was to contribute to the understanding of the interface design 
between the innovation lab and the ongoing business, and how this affects the development and 
transition of radical innovation initiatives. This paragraph discusses the limitations of this study and 
the areas for future research.  
 

5.2.1 Limitations 

The main limitation lies in the number of cases and interviewees per case used. Although a total of 
nineteen interviews were held, due to the setup of this master thesis, there was limited time and 
resources for a more thorough data collection and analysis. This also limited the study to perform 
multi-stage interviews to observe how case organizations and their innovation lab evolve.  
The number of interviewees per case may cause interviewee bias over the situation. The accuracy of 
the measure (Green et al.,1995) used to determine the degree of radical innovation may be lower 
when obtained from a single interviewee per case. The findings were frequently discussed with both 
supervisors and academic, to overcome the interpretation bias of the researcher from analysing and 
interpreting the data. 
Where the interviewees of case F, part of the agile ongoing business, both indicated that their 
initiatives scored relatively high with the degree of radical innovation, with scores of 4.8 and 5, 
however, they mentioned, that their initiatives contribute to the extension, and optimization of their 
existing product. It questions the appropriateness of the measure within semi-structured interviews, 
and as the score depends on how the interviewee interprets the statement, while this causes an 
interpretation bias. 
Furthermore, this research was unable to provide a comprehensive view of the transition 
management process due to the limited experiences and lack of a well-structured transition process. 
Since this research was limited in scope, and because the findings of this study revealed new research 
gaps, we now address the areas for future research. 
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5.2.2 Future Research 

This research proposes several directions for future research. Given the prevalence of innovation labs 
and corporate venturing units as an approach to innovation and radical innovation specifically, it is 
essential to continue to explore these dimensions, their components, and the way they interact with 
the ongoing business during development and transition. 
There is a gap between the understanding that theory currently offers and what is demanded by 
practitioners. The literature lacks a comprehensive understanding of the differences between 
innovation labs, in terms of the activities and capabilities that they offer, and their outcomes. The 
terms innovation lab, innovation centre, incubator, accelerator, and all the creative terms used and 
misused (groups with discovery and incubation capabilities are called ‘accelerator’), are unable to 
correctly explain the real function and capability of the entrepreneurial group. Therefore, more 
research is required for the naming and framing of innovation labs, both from a research perspective, 
being able to identify the focus of the researcher, and a practical perspective, for organizations to 
understand how, when and what to use. 
More research is required regarding the innovation interface, since this study is limited in the case of 
organizations and scope, more interface dimensions (e.g., external and startup collaboration) and 
contextual factors (e.g., industry, organizational size) might affect the innovation interface that helps 
explain innovation success, transition success and the degree of radical innovation. Since this study 
focused on internal corporate innovation, future research regarding the innovation interface should 
be directed at open innovation and innovation ecosystems, approaches that experienced a rise in 
popularity after the introduction by Chesbrough (2003). How are radical innovation initiatives 
developed in collaboration with external parties and are the concepts and theory of the innovation 
interface applicable here as well? How does the type of interface differ for the participant in an 
innovation ecosystem, and how does this affect the innovation success, and their ability to profit from 
their investments? 
Finally, the research should be directed at how the transition process differs per operating model and 
innovation interface. Explanatory research could focus on creating a better understanding of 
correlations between the identified concepts and the consequences this has on innovation success, 
transition success, degree of radical innovation, and organizational performance.  
 
The following paragraph introduces a more practical framework that connects the strategic intent to 
the means, providing an understanding of the levers for organizations to control their outcome, and 
discuss the insights regarding the decision-making of when and where to transition radical innovation 
initiatives. 
 

5.3 Practical Discussion: Selecting the Operating 

Model and the Appropriate Innovation Interface for 

your Innovation Strategy  

The next section describes how organizations should decide upon the appropriate operating model 
and innovation interface to match their strategic intent, see Figure 5.1. Followed by how organizations 
manage the transition as the initiative goes from experimentation to execution. Besides the strategic 
intent, the innovation development phase is also observed as a contextual factor, acting as a 
parameter for initiative maturity, and the necessary interface, see Figure 4.3. Several case 
organizations applied a dynamic interface approach to be able to sufficiently diverge at the early 
phases and converge at the later stages when the initiative is validated. This dynamic interface allows 
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for the successful development and transition of radical innovation initiatives. However, before 
selecting the approach, the organization should determine its strategic intent. 
 

 
Figure 5.1 Selecting the Operating Model and Appropriate Innovation Interface for Your Innovation Strategy 

 

5.3.1 Selecting the Innovation Strategy  

It remains essential that the innovation lab contributes to the same mission of the organization, for 
its initiatives to be relevant and to be able to transition them. O’Reilly et al. (2009) describe that the 
initiatives “must share a common fate” with the ongoing business. However, on a strategic level, 
previous research has identified the need for a broad interpretation of the corporate strategy, to 
develop entirely new sources of value (O’Connor et al., 2006). An example would be the strategy of 
an automotive company that manufactures electric cars, with the mission to accelerate the world’s 
transition to sustainable energy. Various business lines contribute to this strategy in different ways. 
One business line designs and develops the cars, while the other manufacture these cars. Here, the 
innovation lab may observe long term trends within society, transportation, and the automotive 
industry. The observed trends are the low usage rate of privately-owned vehicles, the rise of sharing 
economy, increased performance of batteries, and improved autonomous driving capability. It might 
decide to set up experiments for new business models to increase the vehicle usage rate and provide 
new sources of value to both existing customers and new users. Tesla recently announced an initiative 
for owners to offer ride-hailing services using their vehicles to provide mobility to others (Korosec, 
TechCrunch, 2019), where owners earn money with their car. In both cases, the ongoing business and 
new initiatives contribute to the overall mission of the organization. Both in a completely different 
and contradictory way, since car-sharing would suppress car sales. However, Tesla allows these new 
initiatives to stretch the interpretation of its corporate strategy.  
With this study, it is observed that the strategic intent is distinguished by inward focussed and outward 
focussed, aligned with the concepts of profit versus breakthrough and tight versus loose coupling 
(Andriopoulos & Lewis, 2009). Inward focussed it aims to contribute to the existing business and 
existing customers by developing sustaining and more incremental innovation. Outward focus seeks 
to contribute by creating or entering new markets, new sources of value by developing more 
disruptive and radical innovation.  
Previous research discussed the need for an outward focus to develop radical innovation. Tightly 
coupling with existing customers can be misleading (Christensen, 1997) and organizations should be 
willing to cannibalize their existing business (Chandy et al., 1998) since otherwise, other organizations 
do this instead.  
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Outward focussing strategic intent should be chosen for the development of radical innovation, but 
both inward and outward focus requires attention, by improving and increasing the value of the 
existing business, and through the development of new sources of value for the long-term survival 
and competitiveness of the organization. Organizational survival is best achieved by diversification by 
investing in the future while increasing the returns of today’s business. O’Reilly et al. (2009, p. 34) 
therefore stated that “it is large firms with multiple business units that have the biggest opportunity 
to survive.” However, to steer for the outcome, it is of crucial importance to understand how your 
innovation strategy contributes to your strategic intent, which starts with the innovation operating 
model. 
 

5.3.2 Selecting the Innovation Operating Models  

The case organizations apply three distinct innovation operating models, from agile, to innovation 
labs, to corporate venturing. When placed on a continuum from incremental to radical innovation, the 
innovation lab fits in between the operating models of the agile and corporate venturing, see Figure 
5.1. At one end of the continuum, we find the agile operating models, known for its speed and 
adaptiveness, applied within the ongoing business. As a part of the core business, agile operating 
models are characterized by the use of existing expertise, its speed, and adaptiveness. Case 
organization H has rigorously implemented agile throughout the majority of its organization and uses 
three different adaptations of the methodology, each tailored to the operating group. However, they 
choose a different approach within their innovation lab and venturing division. Their innovation teams 
start with a combination of design thinking and lean startup and grow towards agile as their initiative 
matures and reaches a certain level of stability. Agile requires a certain level of maturity and low levels 
of market and technical uncertainty to operate efficiently, through continuous improvement and by 
increasing its value offerings and adapting to changing market conditions (Rigby et al., 2018). It is best 
applied to adapt to change, rather than initiating the change. Therefore, agile aligns with the inward 
focussed strategic intent and sustaining innovation and creates mostly incremental innovation (Furr 
et al., 2019). 
On the other end of the spectrum is corporate venturing with an outward focus, which is more 
appropriate to initiate change. Developing radical and disruptive innovations, as it aims to create 
entirely new business lines and new businesses. With a high degree of uncertainty, and the need to 
develop new knowledge and expertise regarding the technology and the market. Corporate venture 
divisions apply a high degree of separation from the ongoing business; as is observed at case 
organizations H and J. By structurally separating to differentiate its structure, process, and culture 
from the ongoing business, corporate venturing programs have considerable freedom to explore, a 
focus on disruption, creating sources for future growth.  
Innovation labs fit right in between the agile and corporate venturing operating models. Innovation 
labs are a unique approach that creates both incremental and radical types of innovation. Innovation 
labs operate with both inward and outward focussed and therefore, can be challenging to coordinate, 
and it is essential to understand the consequence of how to manage the interface with the ongoing 
business. Where inward focussed innovation labs require a more integrated approach, outward 
focussed innovation labs require a more differentiated approach to separate their structure, process, 
and culture. It is, therefore, crucial to apply the appropriate interface to match your strategic intent 
and develop the desired results.  
These three operating models contribute to the organization in entirely different ways; therefore, they 
require a dedicated interface with the ongoing business. Most case organizations use their innovation 
lab for experimentation; the execution that occurs during acceleration takes place outside the 
innovation lab. A well-coordinated innovation interface is, therefore, crucial for successful 
development and transition of radical innovation initiatives. Previous research confirms this as 
O’Connor et al. (2006, p. 492) describe that “managing the interfaces across those competency 
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domains [discovery, incubation, acceleration] and activities are crucial. It is particularly important for 
firms that do not incorporate all three competencies under the same organizational umbrella”. Where 
other studies also highlighted the importance of the design of the interface between the innovation 
lab and the core business, to successfully transfer the new business (Weiblen & Chesbrough, 2015; 
Raisch et al., 2009; Ries, 2017; Burgelman, 1985). 
 

5.3.3 Selecting the Type of Innovation Interface 

Previous literature focused on aspects of the innovation interface, such as the decentral and central 
structure (O’Connor & DeMartino, 2006), team structure (O’Reilly & Tushman, 2004), autonomy 
(Siegel, 1988), strategic intent and customer orientation (Andriopoulos & Lewis, 2009), and 
investment commitment and trust (Thornhill, 2001), it demanded a more comprehensive 
understanding about the relationship between the innovation lab and the ongoing business, and the 
consequence on innovation success, transition success and the degree of radical innovation.  
The findings of the multiple case study show how the concepts of connectedness, commitment, and 
control contribute to the understanding of the innovation interface design and how they construct 
the three interface models: intertwined, insulated, and dynamic. The terms intertwined and insulated 
were previously used by Kirsner (2017) to describe the form of connection between the innovation 
entity and the ongoing business.  
Studies advocated structural separation by creating different business units for exploration and 
exploitation (Christensen, 1997; O’Connor & DeMartino, 2006). This study found that innovation labs 
achieve structural separation through centralization or decentralization, but this also affects the 
ability to entirely separate from the ongoing business. Where centralized and outward focussed 
innovation labs obtain a higher degree of differentiation, and the decentralized innovation labs are 
more integrated with the business line. The three innovation interface models identified can be 
viewed in terms of their strengths and weaknesses to successfully develop and transition radical 
innovation initiatives and contribute to the innovation strategy. 

Intertwined Interface 

The intertwined interface model aims to optimize, adapt, and expand upon the existing business lines. 
Case organizations in this sample that applied this model had an inward focus. It is essential that the 
ongoing business provides sufficient commitment for fast development, and to be able to develop 
innovation with this interface successfully. Several case organizations struggled to obtain adequate 
commitment, causing delays and resource starvation of initiatives. However, with substantial 
commitment, innovation is developed at high velocity.  
Previous literature advocated the decentralization of innovation labs and corporate venturing units at 
different business lines for better integration (O’Reilly et al., 2009). This approach, defined as the 
intertwined interface, is indeed observed at the inwardly focussed case organizations. The agile 
operating model also applies the intertwined interface, found within the ongoing business of case 
organizations.  
Lawson and Samson (2001) described that strong information flows and connections of effort 
between the innovation lab and the ongoing business are essential for successful commercialization. 
Although this interface ensures alignment and a better transition success (Lawson & Samson, 2001; 
O’Reilly et al., 2009), it lacks sufficient ability to create a separate structure, culture, and processes. 
The intertwined interface has lower freedom to explore, withheld by current beliefs; it results mainly 
in incremental innovation. 
 
 



 

58 
 

Insulated Interface  

The insulated interface allows the innovation lab to diverge and develop the capability for successfully 
developing radical innovations. Well-known examples of innovation labs that incorporate this 
interface are Xerox PARC and X at Alphabet, Google’s parent company. These labs operate 
disconnected from their mother organization, developing radical innovation initiatives as Adobe and 
3COM (acquired by HP) at PARC and Waymo and Loon at X. These innovation labs have developed 
initiatives that lead to new businesses within the corporate organization, spin-offs or are acquired by 
other organizations. The mother organization provides low commitment since initiatives of innovation 
labs are fully outward focussed and have little strategic alignment. These labs can operate because of 
their high financial autonomy, decision-making autonomy, and resource independence. The insulated 
approach allowed them to fully separate their structures, processes, and cultures from their mother 
organization.  
Chesbrough (2002) explored how the model of Xerox’s PARC allowed the organization to develop 
radical innovation initiatives and accelerate as a spin-off. The organization has been unable to 
commercialize these initiatives within their organization. With the generous budget and high level of 
autonomy the organization, especially in the 1970s, PARC had few constraints to develop its process, 
structure, and culture. Developing radical innovation that they were unable to integrate quickly, and 
with spinning-off as the fast path to market. Therefore, Xerox failed to contribute to the organization’s 
performance and to exploit their investments. 
There was no explanation regarding why this insulated innovation lab was unable to transition their 
initiatives successfully. The new theory introduced three models that add to the understanding of why 
and how the innovation interface contributes to the ability to develop and transition radical 
innovation.  
The intertwined interface allows for a close connection and transition success, while the insulated 
interface allows for more differentiation, radical innovation, but lower connection and transition 
success. Because of this insulated interface, the strategic fit and business model fit with existing 
business lines is small. This problem of isolation is observed by Birkinshaw and Gibson (2004). With a 
much more significant gap between the initiative and the ongoing business, a successful transition 
becomes increasingly tricky. These innovation labs almost always produce entirely new business lines 
and spin-offs. However, without using the insulated interfaces, these outward focused and radical 
initiatives would not have had the chance to be explored and incubated. The corporate managers 
would have killed these initiatives at an early stage, due to the lack of alignment with the existing 
business. Although radical innovation can develop successfully, it lacks both alignment and the 
capability to transfer initiatives into the ongoing business with success. 

Dynamic Interface 

Unlike the two static interfaces, a dynamic interface is used to shift the interface appropriately to 
match the innovation development phase and the initiative itself. The dynamic interface enables both 
the successful development of radical innovation and the ability to transition initiatives into the 
ongoing business. Dynamic characteristics of the interface are observed in case E, where they choose 
the appropriate environment and interface dimensions for each initiative, as was seen in Figure 5.1. 
Case organization B described how they exchange initiatives between their central and decentral 
innovation lab to provide the appropriate environment for the initiative to develop. In case L it is 
observed that the commitment from the ongoing business to the innovation lab is informal at first, 
but at the late stage of incubation, a formal commitment is necessary as the initiative shifts from 
experimentation to execution. These examples show that organizations adjust their interface 
depending on what the particular initiative requires, and the innovation development stage.  
With internal open innovation and multiple environments for initiatives to incubate and accelerate, 
the organization increases its chances for innovation success and transition success.  
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During innovation development, each phase requires specific capabilities, matching the activities and 
purpose of the phase. Besides the dynamism in the interface, the operating model appeared to be 
dynamic as well. Lean Startup is used during the incubation, and the initiative team gradually takes on 
agile methodology as they mature. This is in line with the study of MacCormack et al. (2012) at HP, 
where agile is used during the acceleration phase. 
Although the innovation interface ensures successful innovation development and a high degree of 
radical innovation, and in some cases better alignment, most organizations lack transition capability 
and thus should pay more attention to manage the transition process carefully. 
 

5.3.4 Transition Management: from Experimentation to Execution  

Transition management describes the integration of the initiative from the innovation lab into the 
ongoing business. The separation that allows the innovation initiatives to be developed becomes a 
problem when the activity shifts from experimentation to execution. For most case organizations, the 
acceleration capability exists outside the innovation lab, within the ongoing business. Initiatives with 
significant potential to become a platform for future growth are further incubated and started their 
acceleration within a venture program (cases E, H, J, L). 
The transition of the innovation lab to the receiving party is one of the most vulnerable phases of 
innovation. Most case organizations underestimate the complexity of integration and do not have a 
dedicated process and structure in place as they either lacked experience in this later stage of 
innovation or separated most of their initiatives. A carefully managed interface and transition process 
are, therefore, critical for success, even more so for outward focussed initiatives that followed the 
insulated interface. A mere hand-over does not fulfil; the transition requires careful coordination by 
both sides of the organizations. As described by Weiblen & Chesbrough (2015), the task of the 
innovation lab does not end at the validated prototype, and it is also their job to push the initiative to 
the market and ensure that the initiatives do not end up lost in between the innovation lab and 
ongoing business.  
The concepts of transition readiness, strategic fit, and business model fit to provide a better 
understanding regarding how the decision making is organized as well as to determine whether and 
when to integrate the radical innovation initiative, part of a transition assessment. The use of 
accountability and incentives stimulate the successful transition into the ongoing business. Thornhill 
et al. (2001) found that a close fit between the corporate venture and parent organization is positively 
associated with venture performance. The concepts of strategic fit and business model fit used for 
decision making, also affect the success of the initiative. 

Transition Readiness 

While most organization’s lack clear upfront criteria to assess transition readiness, these criteria align 
expectations for both the initiative team and the receiving party and assure that the initiative has 
sufficiently matured. With a more stable and validated business model, several innovation teams 
adopt more and more elements of the agile operating model, shifting towards execution, aligning their 
process with the ongoing business. Among other criteria, the generation of revenue, or letters of 
intent, provide strong evidence of a functioning business model and a customer group that is willing 
to pay. Together with a strong leadership team around the initiatives, this assures it receives sufficient 
attention and resources. Along with these insights, Rice et al. (2002) discussed the use of a transition 
readiness assessment, that involves information sharing and negotiation between the initiative team 
discusses and the receiving party, and identifying the competencies required for the transition. 
Additionally, O’Connor et al. (2002) developed an elaborate tool to assess transition readiness for 
radical innovation initiatives. 



 

60 
 

Strategic Fit & Business Model Fit 

Strategic fit and business model fit should be assessed to support the decision-making, to determine 
which business line will adopt the initiative or to separate it. These concepts emerged from the 
grounded theory approach and contribute to the understanding of the transition decision for 
initiatives from innovation labs. Previous studies in the field of mergers and acquisitions (M&A) are 
familiar with these concepts (Gomes et al., 2013), and are more in detail with concepts of strategic fit 
and organizational fit. Larsson et al. (1999) described that integration success of M&A’s increases by 
the synergetic benefits, the availability of complementary operations and marketing, and a high 
strategic similarity. However, employee resistance negatively affects the synergetic benefits. These 
synergetic benefits arise from what we can now describe as a business model fit, which is observed in 
this multiple case study. I, therefore, suggest that the concepts of strategic fit and business model fit 
are to be used during the transition decision making for initiatives developed in innovation labs. 
Although transition readiness, strategic fit, and business model fit provide insights into when and how 
to continue the initiative after the innovation lab, little insights are obtained regarding the transition 
process itself. Furthermore, profiting from innovation can occur in various forms, it is not always 
necessary to integrate into an existing business, as long as it can survive as part of the ongoing 
business, as a separate unit the organization is still able to exploit their investments. 

Accountability and Incentives 

This study confirms the gap in attention during the transition process, and the lack of mechanisms to 
move the development forward (McDermott and O’Connor, 2002), and the inability to guide the 
process of integration can still lead to killing the initiative (Kirsner, 2017).  
The innovation labs have coaches and facilitators that guide the innovation team throughout the 
development process, but the process lacks someone accountable to manage the transition. In most 
cases, the transition decision making, and oversight takes place at senior management or executive 
management level. However, as the initiative matures and nears transition readiness, someone should 
be accountable to coordinate the transition process, for example, by following the seven propositions 
of Rice et al. (2002). Kirsner (2017) mentions the use of metrics such as the number of times the ball 
drops, and the number of times an initiative is under-resourced, to increase transition success. Adding 
to this are incentives as a percentage of resources within the ongoing business dedicated to innovation 
and setting sales targets with a percentage of the total sales coming from innovation. 
 

5.3.5 Practical Contribution 

From a practical perspective, this research started with the notion that organizations use innovation 
labs as a different approach to innovation and aim to develop more radical innovation to escape the 
current competitive environment and create entirely new markets. Large organizations invest heavily 
in radical innovation and opened up innovation labs, while many organizations fail to profit from their 
investment as they struggled to integrate initiatives into the ongoing business. The results of this 
research contribute to the understanding of how organizations manage their innovation labs and how 
and why the innovation interface affects innovation success, transition success, and the degree of 
radical innovation. With the provided framework, organizations can effectively manage their 
innovation lab to match their strategic intent and contribute to the objectives.  
This research contributes to the organization of Accenture in two ways. First, it enables Accenture to 
improve how it manages its innovation activities — adding to Accenture’s understanding of how to 
manage innovation, with various strategic intents and stages of innovation development (such as 
Accenture Ventures, Accenture Labs, and Accenture Studios), also described in ‘Pivot to the Future’ 
(O. Abbosh et al., 2019). Secondly, Accenture can use this research to advise and support its clients to 
set up innovation labs and improve how innovation labs are managed in the old, now, and the new. 
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Finally, the theories and concepts can be developed into workshops and training to educate 
employees and clients of Accenture about the challenges and practices of managing innovation within 
large organizations. 
  
This chapter discussed the theoretical and practical contribution. The following chapter concludes 
upon this research.  
    



 

62 
 

Chapter 6  

Conclusion  
The purpose of this study was to contribute to the understanding of how and why the interface design 
between the innovation lab and the ongoing business impacts the organization's ability to develop 
and transition radical innovation successfully. We addressed this with qualitative research, performing 
a multiple case study of twelve case organizations, following the grounded theory approach (Glaser & 
Strauss, 1967). This research started with the notion that organizations invest more in innovation, 
particularly radical innovation; however, organizations faced a 27 % decline, in the years from 2012 to 
2017, in their return on innovation investments (Accenture, 2018). Innovation labs and corporate 
venturing units are observed to be an approach to radical innovation in a wide variety of industries. A 
reason for the decline in return could be that organizations failed to make the transition from 
experimentation to execution, frequently described as the most vulnerable phase (Kirsner, 2017, Ries 
2017), and therefore, failed to profit from their innovation investments. This research focused on the 
innovation interface design since this mainly affects the organization's ability to develop and transition 
radical innovation initiatives successfully (O'Connor et al., 2006; Weiblen & Chesbrough, 2015; Raisch 
et al., 2009; Ries, 2017), with the following research question: 
 

“How should innovation labs and corporate ventures be connected with the ongoing business for 
successful development and the transition of radical innovation initiatives?” 

 
As a result of the multiple case study, that includes nineteen interviews at twelve case organizations, 
this research introduces three main findings: (1) the dimensions (connectedness, commitment, and 
control) of the interface between the innovation lab or corporate venturing unit and the ongoing 
business, (2) three types of interface (intertwined, insulated, and dynamic interface), and (3) a 
theoretical framework. The theoretical framework includes both contextual and intervening 
conditions that represent a unique dimension for theoretical and applied research for effective 
management of innovation labs and corporate venturing units. We conclude on the main findings of 
this research by answering the research question.  
 
The first sub-question (RQa) is: What are the dimensions that define the interface between the 
innovation lab or corporate venture and the ongoing business? This study revealed that the 
dimensions of the interface are described by the concepts of connectedness, commitment, and 
control. Connectedness explains how the innovation lab is ‘connected’ with, or in some cases, is 
‘disconnected’ from the ongoing business. The concept of connectedness is defined by three factors: 
organizational structure, team structure, and strategic alignment. Commitment explains if and how 
the ongoing business is willing to make investments in the initiatives developed. A corporation should 
be willing to make a commitment of talent and capital to the innovation initiatives. Control explains 
the power or influence of the parent organization regarding the decision making, financials, and 
resources of the innovation lab. High levels of connectedness, commitment, and control ensure the 
alignment and a better fit of the initiatives that directly contribute to the ongoing business, increasing 
chances for successful adoption. Low levels of connectedness, commitment, and control allow the 
innovation lab to pursue an outward-focused strategy. This is achieved by exploring diverging themes 
and initiatives that have the potential to become entirely new sources of value and form new 
businesses, rather than being directed and controlled by the desires of the business lines to serve 
existing customers.  
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The second sub-question (RQb) is: How does the interface design support both the successful 
development and transition of radical innovation initiatives into the ongoing business? This study 
introduces three models of the interface design, used by the case organizations, the intertwined 
interface, the insulated interface, and the dynamic interface. These interface designs describe the 
relationship and interaction with the ongoing business and allow innovation labs and corporate 
venturing units to pursue their strategic intent (inward focus, outward focus). The intertwined 
interface allows organizations to align with the ongoing business, increasing innovation success, and 
transition success. However, unable to fully separate their culture, structure, and processes, the 
initiatives are characterized as incremental innovations.  
In contrast, the insulated interface allows innovation labs to diverge and create a separated culture, 
structure, and process, necessary for the development of radical innovation. This results in innovation 
success and a high degree of radical innovation. However, because of the lack of fit and alignment 
between the initiatives and the ongoing business, the transition success is lower, frequently resulting 
in spin-offs, leaving the ongoing business unable to profit from their investments. Finally, the dynamic 
interface adjusts the interface throughout the innovation development process, as the uncertainty of 
the initiative decreases. The organization shifts the interface to either intertwined or insulated, 
depending on the nature of the initiative. The dynamic interface increases innovation success and 
transition success while maintaining a high degree of radical innovation.  
 
The third sub-question (RQc) is: How is the decision-making process guided to decide how and when 
to transition the initiative from an experimentation environment to an execution environment? As is 
observed from the case organizations, the investment size increases at the later stages, driving the 
decision-making to higher levels of the organizations. The innovation lab’s autonomy determines 
whether the decision-making shifts towards higher levels of the organization or remain within the 
innovation lab for longer. This study introduces the concepts of transition readiness to determine 
when to integrate the initiative, and strategic fit and business model fit to determine if and where to 
transition the initiative. Transition readiness criteria allow organizations to assess whether the 
initiative has sufficiently matured for the initiative transferred from the innovation lab. While strategic 
fit and business model fit help organizations to assess the fit between the initiative and the potentially 
receiving unit. Furthermore, accountability such as senior management or CEO involvement and 
incentives such as the percentage of sales coming from initiatives of the last five years, support the 
transition and adoption of initiatives.  
 
The main research question (RQ): How should innovation labs and corporate ventures be connected 
with the ongoing business for successful development and the transition of radical innovation 
initiatives? Most importantly, for organizations to profit from their innovation investments, is to align 
their strategic intent with their innovation interface, since innovation success and transition success 
are mostly affected by this. When unaligned, this can harm and even suffocate the development of 
radical innovation. Pursuing an inward-focused would mean to apply the intertwined interface. The 
outward focus, to develop entirely new ventures that are unaligned requires the insulated interface. 
Correctly applying appropriate strategies in the context of the innovation lab allows for successful 
development. With the intertwined interface most suitable for transition success, and the insulated 
interface most suitable for the development of radical innovation, this forms a paradox between 
successful development and successful transition of radical innovation initiatives. Answering the main 
research question poses a paradox, where radical innovation is successfully developed, but the 
transition of initiatives is challenging when following the insulated interface. Instead, innovation labs 
and corporate venturing units that follow the intertwined interface ensure alignment and connection 
with the ongoing business; however, it reduces divergent thinking and therefore results in incremental 
innovation. Finally, the dynamic interface allows the organization to adjust the interaction and 
relationship accordingly to stimulate innovation success, offering the appropriate environment to 
develop aligned and unaligned initiatives, while being able to transition successfully. The dynamic 
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interface increases, but not entirely guarantee the transition success of radical innovation initiatives. 
With few case organizations paying sufficient attention to the transition process, the concepts of 
transition decision making, transition management, and accountability and incentives allow 
organizations to improve their ability for successful development and transition of radical innovation 
initiatives. 
 
While developing radical innovation and the transition of initiatives into the ongoing business remains 
extremely difficult. The findings of this research provide an understanding of the innovation interface 
design, and it connects the strategic intent, operating models, and innovation interface. Most 
importantly, organizations should be aware of how the interface affects the outcome, and should, 
therefore, decide upon the appropriate interface to match their strategic intent — allowing 
organizations to streamline their radical innovation development process and increase their return on 
innovation spending. The central theme of this study is the “Innovation Interface,” and the proposed 
theory is the need to use the appropriate interface between the innovation lab and the ongoing 
business for successful development and the transition of radical innovation initiatives. With a 
dynamic interface, the relationship and interaction between the innovation lab and the ongoing 
business are adjusted accordingly, providing the appropriate environment for the initiative to develop.  
 
There is much to be learned about the causal conditions of the proposed theoretical model, and the 
outcomes (innovation success, degree of radical innovation, transition success, and organizational 
performance). This study opens up a new area for research and given the prevalence of organizations 
that open innovation labs and corporate venturing units to innovate better, and their role for 
organizational survival, it is crucial to continue to explore the link between the innovation interface 
and the effects on organizational performance.  
Based on our findings, we may conclude that innovation labs are created for different purposes, and 
in some cases, pursue different purposes than for what they are created. The purpose of an innovation 
lab, its operating model and interface are frequently not aligned, affecting both innovation 
development and transition success. The framework proposed in this study helps innovation 
managers and their organizations to align their operating model and innovation interface to their 
innovation strategy, to increase the return on their innovation investments. 
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Appendix I Cause and Effect Tree 

Cause and Effect Tree: Why organizations fail to profit from their radical innovation investments 
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Appendix II Interview Protocol 

The protocol provides a standardized roadmap for the investigator’s line of inquiry. The interview protocol 

contains five sections: interview preparation, personal questions, broad questions, main section, and a reflective 

section. Each interview is prepared by performing a background check about the organization, aiming to obtain 

relevant information regarding the structure, culture, and processes of the organization.  

 

Preparation (5 minutes) 

• Explain the objectives of the study, and why the interview is important 

• the goal of the research is to find out how organizations interact with their innovation labs, 

specifically, we are looking how they work together and interact to support the integration of 

radical innovations initiatives from those innovation labs into ongoing agile operating models and 

continuous business. 

• Explain confidentiality, and the outline of the interview 

• Ask for Permission to start recording 

• Explain participation is voluntary and let interviewee sign informed consent  

• Start the interview 

 

Personal Questions (5 min) 

1. Can you tell me about your work experience and the number of years in the innovation domain? 

2. What is your current job and what are your responsibilities? 

 

Broad Questions (15 min) used for case classification table 

Background organization 

3. Can you briefly describe how you are applying agile methods within the organization? 

4. How many years does your organization have experience with agile development? 

5. Can you describe the structure of your organization? 

6. How would you describe the culture of the organization?  

 

Background innovation lab 

7. Can you give a brief history of the innovation lab and why it was set up?  

8. Can you describe the structure of the innovation lab? 

9. How is the innovation lab connected to your ongoing business and the agile operating model? (e.g. 

investment/strategic themes) 

10. Can you describe the nature of innovations developed within the innovation lab?  

 

Background innovation types 

11. Next, I provide you with four statements of which I would like you to give me an indication of the degree 

uncertainty of your innovation lab’s initiatives. On a scale of 1 to 7, with one “strongly disagree”, and 7 “strongly 

agree”. 

a) The innovation lab’s initiatives are subjected to rapidly developing technologies, causing 

unpredictability, complexity and difficulty to understand. (technological uncertainty). 

b) The innovation lab’s initiatives require new practices, new kinds of knowledge, new skills 

regarding the technologies. (technical inexperience). 
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c) The innovation lab’s initiatives require new business practices, and new knowledge for 

commercialization (business inexperience). 

d) The innovation lab’s initiatives require more resources to successfully commercialize than other 

projects (technological cost). 

 

Middle Section: includes visual mapping (40 min) 

Process of the Innovation Lab 

(Give the interviewee a piece of paper, and force them to write down at least 5-10 steps) 

 

12. Tell me about and please illustrate a detailed description of the process you use within the innovation 

lab, from idea till the end. 

13. Idea only What are sources for ideas? What kind of practices are used to come up with new ideas? 

14. What are the concrete activities for each stage? 

15. Which roles are involved during this stage and what are their responsibilities?  

16. Tell me more about the interaction between the innovation lab and the ongoing business? 

17. What are the resources (e.g., budget, facilities etc) used and how are these obtained? 

18. Do you use performance measures to keep track of the progress? If yes which? If no why not? 

19. How do you decide whether you move further with an idea to the next stage? 

20. Can you describe how your organization’s agile portfolio supports the development innovation 

initiatives from the innovation lab? 

21. How does the ongoing business affect the decisions that are made? 

22. How does your innovation funnel look like? (Use stages from innovation lab) 

a. What is the number of ideas created?  

b. What is the number of initiatives selected to be developed?  

c. What is the number of initiatives that are successfully developed? 

d. What is the number of initiatives that integrate into the core business? 

e. What is the number of initiatives that became a new division, or spin-off? 

23. Can you tell me what works for the innovation lab? 

24. Can you tell me what does not work for the innovation lab? 

25. What are the critical success factors for each stage? 

 

Alignment and Integration 

26. How is decided whether and when to integrate the innovation initiative? (e.g., use of certain measures, 

assessments of transition readiness) 

27. Can you describe the steps you take when integrate innovation initiatives? 

28. Can you describe how your organization’s agile portfolio supports the integration of innovation 

initiatives from the innovation lab? 

29. Which functional roles are involved in guiding this process of integration, and what were their 

responsibilities? (e.g middle-level management, executive level champions, transition team, oversight board, 

steering committee) 

30. Tell me more about any friction or barriers that arises when integrating the innovation initiatives and 

how you handle this? 

31. Can you tell me about what works for the adoption of innovation initiatives? 

32. Can you tell me what could be improved regarding the adoption of innovation initiatives? 

33. What are the critical success factors for the adoption of innovation initiatives? 
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Reflective section (5 min) 

34. What do you think about the current process, are you able to achieve your goals, and what would you 

like to see improved? 

35. Could you share me the documents, archives that are relevant to the topics discussed during this 

interview? 

36. Could you refer me to other people that could be relevant for this research? 

37. What did you think of the interview, and do you have any tips for improvement? 

 

End interview and thank interviewee 
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Appendix III Codebook  

Definition Codes Category Concept 

The initiatives are characterized 
by provide sources of value to 
existing customer groups and 
current business lines. 

- Sustaining 
- Existing Market 
- New and Improved Products 

Inward Focus 

Strategic Intent 
The initiatives are characterized 
by providing new sources of 
value to in new markets for future 
opportunities. 

- Disruptive 
- New Market 
- New Business 

Outward Focus 

 - Corporate Innovation Strategy 
- Innovation Themes 
- Exploration 

Innovation 
Strategy Forming 

Innovation 
Development 

Phase  

“A discovery capability involves 
activities that create, recognize, 
elaborate, and articulate RI 
opportunities. The skills needed 
are exploratory, 
conceptualization skills, both in 
terms of technical, scientific 
discovery and external hunting 
for opportunities.” p. 489 

- Exploration, creation, 
recognition, elaboration and 
description of new 
opportunities 

Discovery 
(O’Connor et al., 

2006) 

“The incubation competency 
involves activity that matures 
radical opportunities into 
business proposals. A business 
proposal is a working hypothesis 
about what the technology 
platform could enable in the 
market, what the market space 
will ultimately look like, and what 
the business 
model will be.” p.490 

- Experimentation, validation, 
market learning, market 
creation 

Incubation 
(O’Connor et al., 

2006) 

“Acceleration activities ramp up 
the fledgling business to a point 
where it can stand on 
its own relative to other business 
platforms in the ultimate receiving 
unit.” p.491 

- Exploitation, scaling, reduced 
market and technology 
uncertainty. 

Acceleration 
(O’Connor et al., 

2006) 

- The innovation lab is a 
central entity within the 
organizational structure. 

- See definition (O’Reilly, 
2004) 

- The innovation lab's vision, 
strategy and themes are 
aligned/unaligned with those 
of the rest of the 
organization 

- Organizational Structure: 
Decentral vs Central 

- Team Structure: Functional, 
Cross-Functional, 
Unsupported, Ambidextrous 

- Strategic Alignment: Aligned, 
Unaligned 

Connectedness 

Innovation 
Interface 

Dimensions 

- The initiative teams receive 
full/part time supporting team 
members from the ongoing 
business. 

- Corporate sponsors promote 
and support the innovation 
initiative 

- Business lines support the 
development of innovation 
initiatives by providing funds 

- There is a high/low degree of 
communication between the 
innovation teams and 
business lines 

- Corporate Support: expertise, 
sponsorship 

- Interaction and Trust 

Commitment 
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- The innovation lab has 
much/little financial control to 
make investment decisions 
regarding the development 
of initiatives 

- The innovation lab has/has 
no the mandate to make 
decisions regarding the 
development of initiatives 

- The innovation lab is 
not/self-supporting, can 
operate autonomously and 
does not rely on corporate 
support 

- Financial autonomy 
- Decision-making autonomy 
- Resource Independence 

Control 

The criteria used to assess 
transition readiness 

- A validated customer value 
proposition 

- Generating revenue 
- A clear strategy for profit 

contribution 
- A strong leadership team 
- Global scalability 
- Laying groundwork for big 

market 

Transition 
Readiness Criteria 

Transition 
Assessment 

- Initiatives has a high/low 
degree of strategic 'fit' with 
the corporate strategy, and 
therefore does/does not 
contributes to achieving the 
goals 

- The initiative has a high/low 
'fit' with the customer 
segments, customer 
relationship, distribution 
channels, revenue stream, 
value proposition of the 
ongoing business  

- The initiative has a high/low 
'fit' with the key partners, key 
activities, key resources, 
cost structure, and value 
proposition of the ongoing 
business 

- Strategic Fit 
- Business Model Fit: Value 

Creation & Value Capture 

Transition 
Decision Making 

- The innovation teams 
experience resistance and/or 
blockage from the ongoing 
business for the integration 
or transition  

- Initiatives struggle to receive 
priority on the corporate 
backlog and lack the 
resources required for 
execution 

- Issues are observed 
regarding the compliancy of 
legal and IT systems when 
transferring initiatives into 
the ongoing business 

- Resistance 
- Capacity 
- Compliancy 

Obstacles for 
transition 

- The CEO and executive 
management foster 
constructive connectivity 
between the two groups if 
they intend for innovation to 
deliver real impact. 

- Executive management 
supervises transition and the 

- CEO, senior executive 
involvement 

- Continued support of initiative 
team 

Accountability 
Accountability 
and Incentives 
for Transition 
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milestones the innovation 
team is expected to hit. 

- All/part/none of the members 
of the innovation team are 
exported into the receiving 
business unit for 
acceleration of the initiative 

- The business unit is being 
measured on the revenue 
generated from new 
products 

- The business unit is being 
measured on the number of 
times they failed to adopt 
innovation initiatives 

- The business unit is being 
measured on the number of 
times they under-resourced 
initiatives developed for 
them 

- A percentage of the 
business units capacity is 
dedicated for the support 
and implementation of 
innovation initiatives. 

- The innovation lab is being 
measured on the amount of 
revenu generated with 
initiatives developed within 
the lab. 

- The innovation lab is being 
measured on the number of 
initiatives that are spun-in 

- Revenue generation of new 
products (Kirsner, 2017) 

- Percentage corporate 
resources for innovation 

- Innovation Lab Metrics 

Incentives 

- A temporal transition team 
manages the transition of the 
initiatives from the innovation 
lab to the receiving business 
unit. 

- A separate oversight board 
for each initiative reviews 
progress and performance of 
the transition team  

- A readiness and capability 
assessment is held to create 
mutual understanding about 
the required transition tasks, 
resources, and 
competencies required for 
completing the transition. 

- Senior management 
champions are identified, 
recruited, and charged with 
the responsibility of 
completing the transition 
successfully. 

- A transition plan is 
developed that defines the 
tasks, timetable, roles, and 
responsibilities of team 
members. 

- The transition team lays the 
groundwork for a big market, 
initially pursuing many small 
applications  

- The initiative has made its 
first sales and proved its 
position in the market place. 

- Dedicated Transition Team 
- Establish oversight board 
- Readiness and capability 

assessment 

Transition 
Management 

(Rice et al., 2002) 

Transition 
Management 
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- Transition funding is 
committed from corporate 
resources, via separate from 
allocations to business units, 
to complete the transition 

- Performance measures of 
the transitioned initiative are 
aligned with the business 
unit 

- Senior management 
champions are identified, 
recruited, and charged with 
the responsibility of 
completing the transition 
successfully. 
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Appendix IV Innovation Development Process of Case Organizations 

Case Innovation Strategy Discovery Incubation Acceleration Transition 

A  How might we 
Design Thinking  
Problem 

Using Lean Startup 
Prototype in 1 store 
Problem-Solution Fit 
 
MVP/Product 
Pilot in 3 stores 
Solution-Market Fit 

Implementation/Production in all 
stores 

 

B.1 Two Themes Idea Contest Problem-Solution Fit (Validation Board) 
Validation & Pilot 
Product-Market Fit (Validation Board) 
Product 
Business Model Fit (Innovation Board) 

Scale in Business Hand-over 
 

B.2 Two Themes Exploration 

Idea Contest 

Problem Fit (Gate) 

Solution Fit (Solution Board) 
Test Market Fit by dummy brand 
Feasibility test  
Pilot under org. brand  

Scale in business  Hand-over 

 

C.1 Exploration, Research 
PESTEL 
Define Strategic Themes 
Criteria: 

- Market (large enough) 
- Target Audience 

(delineated) 
- Problem/Question 

(urgent) 
- Proposition 

Work on Problem definition 
Create team roles (CEO, CFO, CIO, 
COO) 
 
Innovation Board 

Solution 
Prototype (also fishing ideas by Business Lines) 
MVP 
Innovation Board 
Revenue Generation 
MVP+ 
Innovation Board 

Set up the new business  
Or  
On backlog of business line 

New business or hand-over 

C.2 Exploration workshops  Ideation (hackathons, workshops, 
challenges) 
Form team (including 1st stakeholder 
MD team, coach methodology, 
facilitator) 
 
Innovation board with MT members 
with (external) expterts 

Concepting 
Innovation Board with MT 
 
Building MVP 
Innovation Board  

Scaling  

D  Attract ideas, by Ideation and design 
thinking with employees throughout 
organization. (Gate by innovation 
coach) 

Find Business Owner 
Testing with problem fit 
Customer fit, market fit 
 

Implement in organization Implementation by Operation 
or Implementation team  
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Clarify and Enrich  
Select  

Gate, Innovation Portfolio Board 

E Software, Service, Digital Internal teams working on ideas, and 
technological developments from 
research 
 
Initial Pitch: deconstruct output 
 

Selection 
 
Update pitch, confirm and prioritize 
key assumptions, experiments 
designed, set objective. 

Internal Incubation Program, specialized 
training sessions and expert access. 
Immersion period: Update pitch, confirm and 
prioritize key assumptions, experiments 
designed, set objective 
Experiment and Learn (3 sprints) consolidate of 

insights, updated pitch, course correction? 
Progress board + Progress reports 
Pitch and Breakthrough day 
Selection: Continue Research Project / 
Development in Business Line / Venture 

Under support of innovation lab, 
when in business or in venture 
program 
 

Selection options at end 
incubation: continue as 
research project, develop in 
business line, or in venture 
program. 

F.1 Strategy determines focus themes Initiative Go  
Products/Services 
Proposition deck 

Validation 
Adjust 
Validation  
MVP 
Soft launch 

 Full launch Hand-over 

F.2    Stakeholder comes with idea 
Intake initiative  
Decide which scrum team  
On backlog of lab 

Definition of proof of concept 
Why, goal, what. Phases  
Which Stakeholders 
Sprint planning: scope (what), refine (how) 
Optional: user test/usability test. In sandbox.  
Definition of Done. Checklist 
Or back to intake initiative 

Pilot 
Gradually Scale instalment base 

On backlog of scrum teams 

G  Explore technologies and trends 
Ideation and Selection  
Build a team 

Pre-pilot: realize MVP 
Pilot: validate MVP 
 

  

H Corporate Strategy 
Exploration team spot trends, or 
problems from the business to 
formulate innovation challenge 
 

Challenge Driven 
Initiative Selection 
Team starts in Lab, design thinking 
Problem Fit 

Lean Startup, develop and test MVP 
Solution Fit 
Lean Startup, develop and test MVP 
Market Fit 

Growth Hacking 
Obtain funding from corporate 
venture 
Become self-sustained and make 
revenue 

Integrate as business line, unit 
or spin-off 

I Technical Topics Idea Validation  
Problem 
Product/Market fit 
MVP 
Pilot 
Validation 

  

J Strategic Dialog 
workstreams 

Scouting (exploration) 
Ideation  
5-6 initiatives product market 
combination 
 

Incubation  
Concepts (Business plan 1st product market 
combination) 
Become a venture when multiple product-
market combinations 
Pre-seed  

Beta  
Test Scaling Hypothesis 
 
 

Transition, which to division 
and when 
Carefully, when there are sales.  
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fund from friends and family 
Emerging Business Opportunity 
Fund from CFO,  
Problem solution fit (customer interviews) 
Alpha 
Product market fit – value hypothesis 
Gatekeeping with CIO  

K Connect to business lines 

Strategic themes 
 

Explore 

Senior stakeholders on board level 
Business commitment 
Customer interaction → themes 
Innovation challenges 
Agenda, make a planning  

100-150 day program 

Team (people from client, account team of 
domain, business line for commitment) 
 
Criteria: Customer, most valuable problem, 
potential of impact 
Conditions: budget, time and resources, and 
willingness to communicate. 
 
Deep dive together with network partners, and 
collaborate with scale/startups and act quickly 
Identify receiving business 
 

 Hand-over to business line 

Improve and incubate in 
corporate 
Scale in corporate 

L Innovation engine 
Themes aligned to corporate strategy  

Inspire, idea gathering 
ideas from anybody and anywhere 
Local manager gate 
Explore  
shaping directions, match themes 
Part-time or full-time 
Local manager and central gate rules  
Ideate 
Build hypothesis 
Define problem space 
Include external (academia) 
One person close to fulltime  
Innovation lab gate 

Validation  
Define Solution  
Solution build  
Project specific board 
-Know domain topic  
-Related to existing structure 
-academia 
-startup ecosystem 
Incubate 
Does it hold up 
Proven business model, customer interest. 
Market demand 
Gate 
Plan how to scale 
 

Scale 
 

Existing business line or hiring 
new people 
New team 
This is a case by case decision 

 


	Abstract
	Acknowledgements
	Executive Summary
	Chapter 1
	Introduction
	1.1 Problem Context
	1.2 Problem Statement
	1.3 Research Setting
	1.4 Research Outline

	Chapter 2
	Literature Review
	2.1 Radical Innovation in the Organization
	2.1.1 Defining Innovation and Innovativeness
	Defining Innovation
	Defining Innovativeness

	2.1.2 Incremental Innovation
	2.1.3 Radical Innovation
	Capability
	Culture
	Cognitive Traps


	2.2 Agile Operating Models and Innovation
	2.2.1 Agile in Teams: Scrum
	2.2.2 Agile at Scale: SAFe
	2.2.3 Connecting Agile to Innovation

	2.3 Organizational Ambidexterity: An Approach to Radical Innovation
	2.3.1 Three Horizons of Innovation
	2.3.2 The Tensions Between Exploration and Exploitation
	2.3.3 Modes of Balancing Organizational Ambidexterity
	2.3.4 Innovation Labs and Internal Corporate Venturing Units
	2.3.5 The Radical Innovation Capabilities
	Discovery
	Incubation
	Acceleration

	2.3.6 The Curse of Successful Radical Innovation Initiatives
	The Challenges of Transitioning Radical Innovation Initiatives
	Aligning and Transitioning Radical Innovation Initiatives
	Other paths to Commercialization


	2.4 Research Gap

	Chapter 3
	Methodology
	3.1 Research Strategy: Multiple Case Study
	Design of Multiple-Case Study
	Case Organization Selection

	3.2 Data Collection: Semi-Structured Interviews
	3.3 Data Analysis: Grounded Theory
	3.4 Reflection on Quality

	Chapter 4
	Results
	4.1 Case Organizations
	4.1.1 Strategic Intent
	4.1.2 Innovation Development Process

	4.2 Dimensions of the Innovation Interface
	4.2.1 Connectedness
	Organizational Structure
	Team Structure
	Strategic Alignment

	4.2.2 Commitment
	4.2.3 Control: Organizational Control vs Innovation Lab Autonomy
	Decision Making Autonomy
	Financial Autonomy
	Resource Independence


	4.3 Three Models of the Innovation Interface
	4.3.1 Intertwined Interface
	4.3.2 Insulated Interface
	4.3.3 Dynamic Interface

	4.4 Transition Management
	4.4.1 Transition Readiness
	4.4.2 Transition Decision-Making
	Strategic Fit
	Business Model Fit
	Transition Management

	4.4.3 Accountability and Incentives
	Accountability
	Incentives


	4.5 Innovation Interface: A Theoretical Framework

	Chapter 5
	Discussion
	5.1 Theoretical Discussion
	5.1.1 Linking Strategic Intent to the Interface Type and Innovation Success
	5.1.2 The Paradox Between Radical Innovation and Transition Success
	Agile Operating Models

	5.1.3 Theoretical Contribution
	Corporate Entrepreneurship
	Innovation Management
	Organizational Ambidexterity


	5.2 Limitations and Future Research
	5.2.1 Limitations
	5.2.2 Future Research

	5.3 Practical Discussion: Selecting the Operating Model and the Appropriate Innovation Interface for your Innovation Strategy
	5.3.1 Selecting the Innovation Strategy
	5.3.2 Selecting the Innovation Operating Models
	5.3.3 Selecting the Type of Innovation Interface
	Intertwined Interface
	Insulated Interface
	Dynamic Interface

	5.3.4 Transition Management: from Experimentation to Execution
	Transition Readiness
	Strategic Fit & Business Model Fit
	Accountability and Incentives

	5.3.5 Practical Contribution


	Chapter 6
	Conclusion
	References
	List of Appendices
	Appendix I Cause and Effect Tree
	Appendix II Interview Protocol
	Appendix III Codebook
	Appendix IV Innovation Development Process of Case Organizations


