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We specialize in 

because innovation 

shouldn’t be a gamble.

SYSTEMIC 
INNOVATIONPioneers of Innovation Engineering®
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WE HELP ORGANIZATIONS

IMPROVE, SUSTAIN, & SCALE INNOVATION 

WITH CUSTOMIZED PROGRAMS FOR…

INNOVATION 
STRATEGY

Align on where and 
how to innovate in your 
organization for the 
greatest return.

DISRUPTIVE 
INNOVATION

Invent and vet 
disruptive innovations 
that are possible, 
patented, and win over 
customers and 
stakeholders.

INNOVATION 
PROGRAM

Build an innovation 
program that enables 
your teams to consistently 
deliver new solutions with 
250% higher odds of 
success and moves 6x 
faster than average.

INNOVATION

TRAINING

Scale an innovative mindset 
and approach  throughout 
your organization with a 
shared framework, enabling 
all with proven training and 
tools to create a culture of 
innovation.
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FOUNDATION OF TODAY’S PRESENTATION

100+ interviews with innovation leaders from 2022-2023

Except from a 3-year research study on Innovation ROI

3rd Party research and trends

35+ years of experience helping organizations innovate
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POLL
In thinking about your own innovation budget, 
where do you plan to allocate funding?
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POLL
In thinking about your own innovation budget, 
where do you plan to allocate funding?


Internal idea challenges

External idea sourcing

Innovation training

Original exploratory R&D

Continuous improvement of innovation systems (faster/better 
research, experimentation, etc)

Process Improvement Innovation

“Close in” new product development

“Disruptive” new product development

Enabling innovation beyond the “innovation department”

Partnering with universities, experts or agencies

Investing directly in startups / corporate venture capital

Operating an innovation lab

Onboarding and operationalizing new innovations

Partnering with or sponsoring accelerators

Mergers & Acquisitions

Marketing or advertising 
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DEFINE INNOVATION
Our definition for innovation is very inclusive

World Changing

Exploratory 

Barely New

Delivery 

Internal Change External Offering 

Failure Success

Internally Developed Acquired Business or Tech
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BENCHMARKING DATA
Investments in Innovation Returns from Innovation

Market Research

0.2% - 0.5%

Training

0.1% - 0.25%

Marketing

2% - 5%

New Offerings

30% - 50%

New Customers

20% - 40%

M&A Revenue 

0% - 50%

Savings

1.2% - 4.5%
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15
0%

Consultants

0% - 0.05%

R&D

4% - 20%

Percentages are percent of revenue
Source: Innovation ROI Best Practices 

- Greg Lemmon
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BENCHMARKING DATA: INVESTMENTS
USA: R&D paid for by the company as a percent of their world sales
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2.5%2.4%2.3%2.3%

 R&D does not include investments in assets, market research or training 
Source: National Science Foundation: April 2022 Business Enterprise Research and Development
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BENCHMARKING DATA: INVESTMENTS

 R&D does not include investments in assets, market research or training 
Source: National Science Foundation: April 2022 Business Enterprise Research and Development


USA: R&D paid for by the company as a percent of their world sales
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2011 2012 2013 2014 2015 2016 2017 2018 2019

3.3%

3.2%

3.0%

2.9%

2.8%

2.6%

2.5%

2.4%

2.3%

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

R&D spend increasing 
4.7% each year
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BENCHMARKING DATA: INVESTMENTS

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

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

Data from 2019, published in 2022


Industry R&D Spends 
as % of Sales

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

Photographic and photocopying equipment manufacturing 19.38%

Couriers, messengers, and express delivery services 14.26%

Cloud computing applications and Internet-based software services 12.77%

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

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

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

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

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

Semiconductor machinery manufacturing 9.70%

Data processing, hosting, and related servicese 9.17%

In vitro diagnostic substances manufacturingc 8.29%

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

Audio and video equipment manufacturing 7.97%

Industry R&D Spends 
as % of Sales

Semiconductor and other electronic components manufacturing 7.68%

Rental and leasing services 7.42%

Aircraft manufacturing 7.40%

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

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

Medical and diagnostic laboratories 6.39%

Management, scientific, and technical consulting services 4.91%

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

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

Aircraft engine and engine parts manufacturing 3.88%

Administrative and support services 3.67%

Industrial machinery manufacturing (except semiconductor machinery) 3.64%

Lessors of nonfinancial intangible assets, including patent licensing 3.53%

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

Architectural, engineering, and related services 3.51%

Motorcycle, bicycle, and parts manufacturing 3.34%

Clay and glass products manufacturing 3.33%

All business activities 3.31%

R&D Spend as a Percent of Sales - Industry
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BENCHMARKING DATA: INVESTMENTS
USA: Mergers & Acquisitions (M&A) as Percent of Total Revenue

0%

3%

6%

9%

12%

15%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

7%

11%11%11%11%

15%

13%

8%
7%

9%

Companies invest 
 4x more 

 in M&A than R&D in the USA

Large 

2022 Deal Values

12%

28%

34%

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

Large 
Variance in 
M&A 
Spending

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

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

Source: National Science Foundation: Business Enterprise Research and Development

Average spend as percent of revenue

B2B B2C

2-5% 5-10%

Marketing could cost more than R&D

Some marketing gets spent on  
advertising older offerings,  

but is still a significant investment in  
innovation
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Investments in Innovation Returns from Innovation

If 

Investments


Increase

Returns 
increase 

proportionally

100% OF 
SURVEY 

RESPONDENTS 
SAID…

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


INVESTMENT DRIVES RETURNS

Sources: IRI Innovation ROI Webinar Survey with Eureka! Ranch


Anne Marie Knott presented“How innovation really works”


There is more complexity 
 that can be measured and modeled
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INVESTMENT DRIVES SPEED
“The development of the Moderna 
vaccine at warp speed has taught us 
that given unlimited resources, time‐
to‐market can be cut dramatically.”

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

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

Robert	G	Cooper 
Accelerating	innovation:	Some	lessons	from	the	pandemic


https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8014561/#jpim12565-bib-0007
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INVESTMENT DRIVES SPEED
TRAINING ROI

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

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


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


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


Eric Seibold Permatex Innovation Manager
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RETURNSINVESTMENTS

Examples

of different types of 

innovation, Best 
practice is to create 

your own.

Incremental

Disruptive

Process Improvement

Each system has 
very different  

Failure Rates,

Cost,


Time &  
Project Value

ROI is impacted by the type of Innovation, so deconstruct based on your organization
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Source: Journal of Product Innovation Management Impact of product innovativeness on performance

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

105%
120%
135%

Low Innovativeness Moderate Innovativeness Highly Innovative Products

41%
29%

40%

75%

31%

124%

78%

51%

68%

Success Rate ROI Market Share

To maximize ROI 
should we focus on low 

innovativeness?

Levels of Innovativeness for new offerings
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Start Ups

(not in sample)

Rapid 
Growth

Slow 
Growth

Peak or

Plateau Decline Death

STRATEGY FOR GROWTH 

* sample size 90 companies

18%

37%

44%

22%

40%

38%

Strategy

55%
15%

30%

Reactive: Idea Follower
Incremental Ideas
Proactive: Dramatic Invention

Very Proactive

37%

35%

27%

Still proactive, but 
more incremental

24%

37%

40%
Become 
Reactive

18%

56%

27%

Switch to  
Incremental

Best Practice.


2:1 Ratio 

Twice as much focus on proactive 

than reactive. 

Growth requires a budget and focus on leading your industry with dramatic invention 
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DECISION MAKING

Market opportunity 
and odds of success 

are lowest

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

than maximizing the opportunity.  

They care what experts 
and leaders think

Strategic alignment is 
used to pick ideas. 

Leadership has 
control. 
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A Foundation to Driving Positive Change

The Key to Risk Management

Helping You Manage Investments
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24Source: McKinsey Global Institute.  Performance through people Report 2023
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Source: McKinsey Global Institute.  Performance through people Report 2023
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Source: McKinsey Global Institute.  Performance through people Report 2023

PEOPLE + PERFORMANCE ORGANIZATIONS
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Source: McKinsey Global Institute.  Performance through people Report 2023
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Source: HBR: How to Prioritize Your Innovation Budget

85%

5%

5%

5%
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• Area of concern for innovation leaders

  “No one is responsible for H2 and H3”

Innovation Leader
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Innovation Ability

Source: HBR: How to Prioritize Your Innovation Budget

Innovation Capacity 

(Innovation Winners)spent their innovation budgets more wisely, choosing to invest in 
innovation ability rather than capacity.
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IP Up-cycling Double Play

New opportunity for most organizations

Disruptive 
Innovation

with less 
internal 

disruption

IN: CREATE MORE VALUE 

BY ADAPTING & APPLYING TO OTHER 
BUSINESS UNITS


•Established protection


•Novel and non-obvious


•Higher Margin, unique


•Faster speed to market

OUT: CREATE 
SUSTAINING R&D 
FUND

BY LICENSE OUT


• to co’s outside of industry


•to partners


•to competitors
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✓ Define Innovation


✓ Fueling Innovation:

✓ Budget for  Exploratory Research and Enabling Technologies

✓ Budget for Development and Experimentation Cycles

✓ Budget for Marketing - making customers aware of your innovations even internal changes

✓ Budget for Adoption and Operations integration


✓ Improving Innovation Operating Systems

✓ Budget for Market Research or another idea testing system to reduce risk

✓ Budget for Education to increase speed and capacity

✓ Budget for Outside Help, Consultants, or Experts to accelerate results

✓ Budget for faster Business Model Evaluation 


✓ Allocating Resources (Strategy)

✓ Funding Low Levels of Innovativeness to get quick ROI

✓ Funding Disruptive or Industry Leading Innovativeness to impact long term growth

✓ Funding Innovation in Optimal Markets or Categories to avoid dying or commodity industries

✓ Training for culture of innovation

✓ Expanding beyond innovation

Innovation Budgeting Checklist
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Q&A
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EurekaRanch.com

Lydia@EurekaRanch.com

+1.513.509.6405

Lydia Carson 
VP, Innovation Engineering Systems

Questions?

http://EurekaRanch.com

