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There are many differences between the way we evaluate and measure convergent innovation 
and divergent innovation.

You almost always measure convergent innovation based on things that have already 
happened. This kind of innovation is outcome-based. This kind of innovation is relatively easy 
to measure because you can look at concrete figures from a fixed period of time to determine 
the success of a new idea.

The opposite is true for divergent innovation, which encourages you to feel your way toward 
the future as you deal with the uncertainty and risk of radical change. The challenge is that we 
have no data on the future. Since we cannot measure the outcomes, we measure instead the 
roadmap or enablers that will take us to the future. For example, if you send a team of leaders 
out for training, and then later on benefit from the skills that they learned, you can evaluate 
the usefulness of that training and associate it with preparing for the future but you cannot 
definitively prove or quantify its usefulness.

The way you measure the success of an innovation depends upon the point of view you take 
when approaching and designing it. Consider the standards of evaluation from each of the four 
quadrants. From a blue point of view, you might look at the rates of return. From a red point of 
view, you might decide whether you’ve achieved a milestone. From a yellow point of view, you 
might reflect on the diversity of the organization. From a green point of view, you might look at 
the diversity of the pipeline. 

• Workforce diversity
• Employee satisfaction index
• Turnover of experienced personnel
• Training and education costs per employee
• Organizational competency index 

• Number of experiments launched
• Diversity of initiative array
• Projected new market growth
• Adoption of new technology
• Alternative uses of innovation identified

• Initiative cost vs. budget 
• Actual vs. planned milestones achieved
• Number of failures
• Number of prototypes tested
• Design for manufacturability index rating

• Projected gross profit
• Projected market growth
• Projected time to market
• Projected return on investment
• Projected operating income
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Red and blue forms of innovation are easier to measure because they are outcome-based, 
dependent on tangible things like quality, cost, and profits. Yellow and green forms of 
innovation are harder to measure because they are dependent on intangible things that haven’t 
happened yet.

Lower measures = immediate outcomes Upper measures = future outcomes

• Causal key indicators
• Exposed information
• Convergent options
• The present situation (manifest)
• Tangible value
• Create focus and alignment
• Invest with increasing rates of return until rates fall

• Associated key indicators
• Emergent knowledge
• Divergent options
• The future situation (latent)
• Intangible value
• Create slack and diversify
•  Invest with decreasing rates of return until you 

develop competency, change and innovation, and 
brand equity

Each innovation process has a bias—a particular point of view that it dominates over others.  
For example, portfolio management, which looks for low-risk and high-payout strategies, 
embraces a blue kind of thinking. In its attempt to minimize technical risk, portfolio management 
tries to get rid of green ideas or turn them into blue ideas. Portfolio management considers 
red projects under-performing, and in its attempt to increase their value, transforms them into 
blue projects. Yellow ideas are eliminated because they take too long to have a pay-off and 
considered both too risky and under-performing. With portfolio management, essentially all 
projects will migrate into the blue compete quadrant. This is called portfolio gravity.

LOW 
REWARD

HIGH 
REWARD

HIGH RISK

LOW RISK
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Once you become aware of the bias that your innovation process has, you can remedy it. With 
portfolio management, if you want to achieve true balance, you need to allocate your resources 
across all four quadrants, as illustrated here:

15% 
TECHNOLOGY STOCKS

50% 
HIGH QUALITY STOCKS

10% 
SOCIAL ENTERPRISES

25% 
BONDS
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There are two major approaches when it comes to investing in innovations.

The first approach goes along with convergent kinds of innovation. This involves investing with 
concavity, to invest with increasing rates of return until it peaks, and then starving the capital, 
harvesting as much as you can.

The second approach goes along with divergent kinds of innovation. This involves investing 
with convexity, to invest with decreasing rates of return and then reinvesting until you get to 
scale. This applies to investments that will pay off in the long-term future.
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CONVEXITY
Invest with decreasing  
rates of return, reinvest  
until you get to scale.

CONCAVITY
Invest with increasing rates  
of return, starve for capital  
to maximize returns.

Think like a  
capital committee.

Think like a  
venture capitalist.
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Portfolio management process is not the only one with a bias. Stagegating system has a bias 
toward concave investment strategy, where we invest a little bit until the end. This works very 
well with red and blue innovation, but not yellow and green. To allow for yellow and green 
innovation to foster in the organization, the stagegating system needs to be modified, where the 
bulk of the investment is intentionally designed to take place at the beginning of the process.

Convergent and divergent innovation can work together if you integrate them seamlessly. 
One way of doing this is called tiering. This means building one form of value on top of 
another form of value and on top of that yet another form of value. For example, someone 
makes the chip that goes into the thermostat that makes sure the room you’re in stays at the 
right temperature. You can sell that chip for the maximum profit you could get, but if you did, 
chances are that would reduce the volume of chips that you sold. Instead, you can sell that 
chip almost at cost—maybe even at a loss—and increase the volume of chips that you sell. 
There will be a second tier—a second opportunity to sell that chip—when there is new software 
or a new version of the chip that is considerably better than the first one. When you sell the 
chip the second time to all the people who bought the thermostat with the first chip in it, the 
profitability will be significantly higher—maybe even double, since you now have a captive 
market. In this way, the volume that you took in the first tier is realized in the profitability of 
the second tier. This has the potential to extend to a third tier—an additional breakthrough 
innovation—that will make for an enormous profit margin. The idea is that these forms of 
value often complement each other and, if put in the right sequence, can greatly enhance the 
opportunity created by any innovation.

INCREMENTAL 
INNOVATION

MODERATE 
INNOVATION

BREAKTHROUGH 
INNOVATION

DIRECT VALUE SECONDARY VALUE TERTIARY VALUE
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1.  What type of innovation processes does your organization use? Why?

2. Where are these processes most effective? Least? Why?

3.  What type of innovation processes should your organization use? Where? When?

• Networking
• Team building
• Shared best practices
• Social media

• Creativity methods
• Change management
• Futuring
• Trend analysis

• Standard procedures
• Staged processes
• Supply chain
• Data mining

• Mergers & acquisitions
• Branding
• Project teams
• Portfolio management
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