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Methods and Tools for 
Innovation
Innovation is not a random act of genius but a disciplined process supported by 

specific methods and tools. The entrepreneurial lifecycle is supported by distinct 

theoretical frameworks depending on the stage, ranging from Design Thinking 

for opportunity identification to Absorptive Capacity for resource acquisition.

CORE CONCEPT

Design Thinking: A Human-Centered Approach

Tim Brown, CEO of IDEO, defines Design Thinking as a "human-centered 

approach to innovation" that integrates people's needs, technological 

possibilities, and business success requirements. Unlike a linear path, it consists 

of three overlapping spaces that work together to drive innovation.

Design Thinking is fundamentally "solution-focused." Unlike analytical scientific 

methods which focus on dissecting the problem solely, Design Thinking jumps 

quickly to creating solutions to understand the problem better. The "Human-

Centered" aspect starts with empathy for the user, not the technology.

Key Insight

Design Thinking integrates what is desirable from 

a human point of view with what is technologically 

feasible and economically viable.

The Three Spaces of Design 
Thinking

Inspiration

Identifying the problem or 

opportunity that motivates the 

search for a solution. This space 

focuses on understanding user 

needs and market gaps.

Ideation

Generating, developing, and 

testing ideas. This creative space 

involves brainstorming, 

prototyping, and iterating on 

potential solutions.

Implementation

The path to bringing the project to market. This space transforms ideas 

into viable products and services that reach customers.
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The Innovator's Method

Developed by Nathan Furr and Jeff Dyer, this method adapts startup tools for corporate innovation. It follows an end-to-end process that 

systematically moves from identifying needs to delivering market-ready solutions.

Business 
ModelSolutionProblemInsight

This structured approach ensures that innovation efforts are grounded in real customer needs while maintaining business viability throughout the 

development process.

Building Solutions Through 
Prototypes
01

Theoretical Prototype

Checking the idea rigorously through conceptual validation and initial feasibility assessment.

02

Virtual Prototype

CAD or digital designs that allow for testing and refinement without physical production costs.

03

Minimum Viable Product (MVP)

Collecting validated learning with least effort, testing core assumptions with real users.

04

Minimum Awesome Product

A version ready for full market release that delivers exceptional user experience.

PARADIGM SHIFT

Open Innovation: Breaking Down Walls

Coined by Henry Chesbrough, Open Innovation challenges the traditional "Closed 

Innovation" paradigm where R&D is strictly internal. This paradigm assumes that 

firms can and should use external ideas as well as internal ones, and internal and 

external paths to market.

The shift recognizes that "not all the smart people work for us" and that valuable 

knowledge exists outside organizational boundaries. Companies can accelerate 

innovation by tapping into external networks, partnerships, and collaborative 

ecosystems.
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Closed vs. Open Innovation

The transition from closed to open innovation represents a fundamental shift in how organizations approach research, development, and 

commercialization.

Closed Innovation

• Internal R&D only

• Internal paths to market

• "The smart people work for us"

• Example: Nuclear Energy, Aircraft Engines

Open Innovation

• Internal and external sources

• Multiple paths including licensing, spin-offs

• "Not all smart people work for us"

• Example: Hollywood, Merck

Open Innovation in Action: Merck

5000
External Interactions

Managed annually

50
Deals Per Year

To fuel pipeline

Merck transformed its culture to embrace open innovation, fundamentally changing how the 

pharmaceutical giant approaches drug development. By managing over 5,000 external 

interactions and 50 deals annually, Merck demonstrates how large organizations can successfully 

leverage external knowledge and partnerships to fuel their innovation pipeline and maintain 

competitive advantage.

Hollywood: The Open 
Innovation Pioneer
The Hollywood film industry exemplifies open innovation in practice. The 

industry moved from in-house studio production to a dynamic network of 

alliances involving directors, actors, special effects studios, and independent 

production companies.

Flexible Networks

Studios assemble project-specific teams rather than maintaining 

permanent in-house talent.

Strategic Alliances

Partnerships with specialized firms for visual effects, sound, and post-

production.

Talent Mobility

Creative professionals move between projects, bringing fresh 

perspectives and expertise.
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STRATEGIC DECISION

Lean Startup: Pivot or Persevere
While introduced in previous chapters, the Lean Startup method emphasizes the 

critical decision to Pivot (change strategy) or Persevere. Eric Ries identifies several 

specific types of pivots that help entrepreneurs navigate uncertainty.

The pivot decision represents a structured change in strategy without a complete 

vision change. It's about finding the right path to achieve your goals based on 

validated learning from customer feedback and market data.

Types of Strategic Pivots
Eric Ries identifies several specific pivot types that help organizations adapt their strategy based on market feedback and validated learning.

Zoom-in Pivot

A single feature becomes the whole product, focusing on what customers value most.

Zoom-out Pivot

The whole product becomes a single feature of a larger product, expanding scope.

Customer Segment Pivot

Solving the right problem, but for a different customer than originally anticipated.

Platform Pivot

Changing from an application to a platform or vice versa, fundamentally altering the business model.

Value Capture Pivot

Changing the revenue model or monetization strategy to better capture value.

The Ambidexterity Challenge
Organizations face a fundamental tension between two distinct behaviors, a 

concept known as the Ambidexterity Hypothesis developed by March, He, and 

Wong. Firms must engage in sufficient exploitation to survive today while 

devoting enough energy to exploration to survive tomorrow.

This dilemma represents one of the most significant challenges in 

organizational management: balancing the need for current operational 

excellence with the imperative for future innovation and adaptation.
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Exploration vs. Exploitation

Exploration

Focus: Innovation and new capabilities

Activities: Search, discovery, 

experimentation, risk-taking, and 

innovation

Goal: Future viability through developing 

new competencies

Risk: High uncertainty with long-term 

returns

Exploitation

Focus: Efficiency and existing 

capabilities

Activities: Refinement, implementation, 

efficiency, production, and selection

Goal: Current viability through 

optimizing existing processes

Risk: Low uncertainty with short-term 

returns

CUSTOMER FOCUS

Customer Journey Mapping
Customer Journey Mapping is a powerful tool to trace the customer's experience, 

highlighting emotional highs and lows, touch points, and points of pain. This 

approach often involves ethnographic observation rather than just surveys, 

providing deeper insights into actual customer behavior.

By visualizing the entire customer experience, organizations can identify 

opportunities for improvement, moments of delight, and critical pain points that 

need addressing. This tool bridges the gap between what companies think 

customers experience and what actually happens.

Visual Thinking and Mind 
Mapping
Visual Thinking uses graphic recording, mind maps, and diagrams to solve 

problems. It engages the "right brain" (emotion and intuition) to handle 

complex concepts that might be difficult to express in linear text.

Use Colors

At least three colors 

to engage visual 

memory and create 

associations

Connect Lines

Show relationships 

between ideas 

through visual 

connections

Keywords Only

Use keywords rather 

than sentences to 

maintain clarity and 

focus
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Mind Mapping Technique
Popularized by Tony Buzan, mind mapping uses a central image with radiating branches to unlock brain potential. This technique leverages the brain's natural tendency 

to think in associations and patterns rather than linear sequences.

Mind Map Structure

Main 
Branches

Primary topics 
from center

Visual Cues
Images, colors, 

icons

Sub-
Branches
Details and 

related ideas

Keywords
Single-word 

triggers

Mind maps combine words, images, colors, and spatial organization to create memorable and effective representations of complex information, making them ideal for 

brainstorming, planning, and problem-solving.

Divergent vs. Convergent 
Thinking

Divergent Thinking

Generating many ideas through 

brainstorming and creative 

exploration. This phase emphasizes 

quantity over quality, encouraging 

wild ideas and building on others' 

suggestions without judgment.

• Brainstorming sessions

• Free association

• Exploring possibilities

• Suspending judgment

Convergent Thinking

Evaluating and selecting the best 

ideas through analysis and decision-

making. This phase focuses on 

feasibility, impact, and alignment 

with strategic goals.

• Critical evaluation

• Prioritization

• Feasibility analysis

• Decision-making

Innovators must oscillate between these two modes of thinking, knowing when 

to expand possibilities and when to narrow focus.

Value Chain Analysis
Developed by Michael Porter, Value Chain Analysis examines the firm's internal 

processes to identify pain points and opportunities. Similar to how customer 

journey mapping analyzes the user experience, value chain analysis dissects 

organizational activities.

Primary Activities

Inbound logistics, operations, outbound logistics, marketing and sales, 

and service—activities directly involved in creating and delivering the 

product.

Support Activities

Firm infrastructure, human resource management, technology 

development, and procurement—activities that enable primary activities to 

function effectively.
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KEY CONCEPTS

Essential Innovation Definitions
Design Thinking

A human-centered approach to innovation that integrates 

people's needs, technological possibilities, and business success 

requirements.

Open Innovation

A paradigm assuming that firms can and should use external 

ideas as well as internal ideas, and internal and external paths to 

market.

Ambidexterity Hypothesis

The theory that an organization must engage in sufficient 

exploitation to ensure current viability and sufficient exploration 

to ensure future viability.

Customer Journey Map

A tool used to trace the experience of customers as they interact 

with a company, highlighting emotional highs, lows, and touch 

points.

Key Takeaways

Disciplined Process

Innovation requires structured methods and tools, not just 

creative genius. Frameworks like Design Thinking and the 

Innovator's Method provide systematic approaches.

Balance is Critical

Organizations must balance exploration and exploitation, open 

and
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