
An Introduction to Challenge Driven 

Innovation

In this eBook we posit a framework of ‘Challenge Driven Innovation’ in lieu 

of the traditional innovation approach of stage-gate management. This new 

framework is designed to subdivide projects into modules, not stages—modules, 

or ‘Challenges’, that are more amenable to sharing within a network of 

resources and among a variety of innovation approaches. 
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About InnoCentive

InnoCentive is the global pioneer in crowdsourced innovation. We 

help innovation-driven organizations solve their critical business, 

scientific and technical problems by crowdsourcing ideas and 

solutions, either from our global network of highly educated 

problem solvers or from their own internal networks. By accessing 

vast virtual workforces with InnoCentive, organizations have 

been able to innovate faster, with less risk, and at a lower cost. 

We offer our proven Challenge Driven InnovationTM methodology, 

unrivalled network of over 380,000 problem solvers and purpose-

built technology, as well as accompanying training and program 

management services. To date, InnoCentive have conducted over 

2,000 external Challenges for organizations including NASA, 

DARPA, Thomson Reuters, AstraZeneca, GSK, Anheuser-Busch 

InBev, and Ford Motors.
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Introduction  
A new framework for innovation should position leaders to understand 

both why and how to extract value external to their organization. In this 

eBook we posit a framework of ‘Challenge Driven Innovation’ in lieu of 

the traditional innovation approach of stage-gate management. This new 

framework is designed to subdivide projects into modules, not stages—

modules, or ‘Challenges’, that are more amenable to sharing within a 

network of resources and among a variety of innovation approaches. 

We then go on to define a Challenge, explores why it works, discusses 

mechanisms by which a Challenge-based approach can be implemented 

as a core process, and offer a number of select examples. Then the 

Challenge Driven Enterprise is formally defined - an end-state vision 

for organizations to drive innovation, agility, and better economics for 

doing business in the 21st century. Challenge Driven Innovation is being 

embraced by leaders across industry sectors – here we look across a 

variety of sectors, providing examples of Challenges from NASA, DOW, 

Thomson Reuters and GlaxoSmithKline .

Open Innovation’s Unique Potential

Arguments for open innovation often seem to hinge upon sentiments 

similar to those once expressed by technology investor Bill Joy of Sun 

Microsystems: “Most of the smart people work for someone else.” You 

can certainly agree to the truthfulness of this declaration. But this 

simple observation does not provide any guidance on what to do about 

that fact. Rather, you should ask the question, “What does the practice 

of open innovation, the tapping of smart people who don’t work for you, 

do for your business that closed innovation cannot?” Answers to that 

question would likely start with arguments for how open innovation 

better manages diversity and risk sharing. 

Damon Runyon said: “The race is not always to the swift nor the 
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battle to the strong, but that’s the way to bet.” For most organizations, 

the act of hiring is an act of betting, and the smart money will be 

the selection of “the swift and the strong.” But Runyon correctly 

argues that the race might be won otherwise. And history shows 

its complete support for that contention. Was it not an Augustinian 

monk, Gregor Mendel, who laid the foundations of genetics? Was it 

not an academically unemployable patent clerk, Albert Einstein, who 

shredded all assumptions about space time? Was it not a bookseller’s 

apprentice, Michael Faraday, who discovered many of the elements 

of electromagnetism? No one is disputing the raw intellect of these 

contributors. One is merely acknowledging the likelihood that they 

all would have failed the employment criteria in biology, cosmology, 

and telecommunications, respectively, even just before their seminal 

breakthroughs. In many cases, in a highly specialized world, someone 

from another discipline, such as a physicist solving a biochemistry 

problem, is the one who grabs the brass ring, or wins the race. 

Yet, the hinted-at, alternative employee recruitment strategy 

is completely untenable. Yes, the heat exchanger problem in a 

production plant might be best solved, not by a chemical engineer, 

but by a residential furnace technician, an automobile repair man, 

or a computer chip designer—or for that matter, an archaeologist, a 

veterinarian, or a maid. But so what? Surely there is no intention to 

hire all six of these individuals...just in case. And even less intention 

of hiring the other 60 qualifications who might have been speculated 

on in this paragraph. To do so would be an act of lunacy. Enter open 

innovation. 

The merit of accessing talent from outside the prevailing disciplines is 

recognized. Stan Davis and Chris Meyer, in their book Blur, suggest as 

one of “50 ways to blur your business” that you challenge the proclivity 

of Ivy League groupthink by hiring a “trade school grad with a guitar 

and a tattoo.” But, of course, capriciously hiring an “unqualified” 

cadre would be an abuse of resources. On the other hand, contracting 

with them may indeed offer some viable alternatives. And this latter 

approach holds an even greater likelihood of a favorable outcome if 

this work, or their contributions to it, could be done in parallel, with 

value assigned to the contribution only after the fact. Could that heat 

exchanger problem have been worked on simultaneously by the 

chemical engineer, the furnace technician, the auto repairman, AND 

the chip designer? And, after the fact, could the heat exchanger owner 

have reviewed the results and elected to pay for outcomes as opposed 

to efforts? Suddenly a “guitarist with a tattoo” is not only a challenge to 

our way of thinking but a viable way to actually get creative work done. 

In this scenario, you can see the role open innovation potentially plays 

in both diversity and risk-sharing: The contributors assume the risk 

that their contribution may not be deserving of post-facto compensation 
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commensurate with the effort undertaken. If this were the only way 

open innovation was designed to work, it would probably fail. But 

risk-sharing business models that provide access to diversity and self-

selection mechanisms enable many of these benefits to be achieved in a 

fair and equitable environment. So much so, that any organization that 

relies exclusively on the employment mechanism for accessing talent is 

guilty of under-serving its stakeholders. 

It was this central constraint of employment “bets”—the limitation that 

closed innovation was performed by those that had been interviewed, 

selected, and recruited even before the task was known—that led Eli 

Lilly to its original founding of InnoCentive and other open innovation 

systems. Lilly wanted access to a greater diversity of approaches than it 

made sense to acquire through hiring the many, many new employees 

that would have created that diversity internally. Many times the work 

to be carried out in an industrial setting is unlike any specific work an 

employee has ever done before. How then is qualification determined 

in order for work to be appropriately assigned? It is usually done on the 

basis of broad skill sets. That is to say that computer programmers are 

assigned to learn and write in a new language. MBAs are assigned to 

manage something they’ve never managed before. Solid state physicists 

are asked to invent better hard drive materials. And marketers are 

asked to develop campaigns for products they only just discovered even 

existed. All of these are somewhat non-ideal. The employees assigned 

are roughly, but not ideally, qualified. They are what might be referred 

to a rational compromise. 

Exploring Problem-Solving Diversity 

Consider instead the well-publicized story of Goldcorp. Goldcorp owned 

mining rights on about 55,000 acres near Red Lake in Northern Ontario. 

The founder and chairman at the time, Rob McEwen had listened to 

the many perspectives on how and where the gold might be found in 

greater quantities, yielding a higher overall mine productivity. While 

Rob understood that a deep geological science lay at the root of these 

conclusions, the variables were never perfectly controlled and the 

conclusions were based on assumptions and models as much a part 

of tradition as they were of rigorous objectivity. McEwen wanted to 

take a new tact. He proposed that the geological survey data be freely 

given to anyone seeking it in exchange for their hypotheses on where 

gold might be more prevalent. To the person(s) providing the answer 

that best panned out for Goldcorp’s efforts, they would award $575,000 

in prize money. The survey data was shared with over 1,000 groups 

and individuals who were interested in tackling the effort. Proposals 

came from all around the world and from many individuals outside 

the mining industry, and certainly from many who were not even 

trained geologists. The winning entry was a collaborative effort by 
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two groups from Australia: Fractal Graphics, in West Perth, and Taylor 

Wall & Associates, in Queensland. The graphic methods they employed 

provided an entirely new perception of the data and lead the Red Lake 

mine to become the most productive gold mine in history.

 

A greater diversity of approaches to problems in commercial, 

philanthropic, or government endeavors would likely yield superior 

solutions, greater economic viability, and shorter innovation cycles—all 

of which would ultimately benefit both shareholders and customers. 

These are the issues that presently drive the adoption of open 

innovation by the most successful innovators.

 
Risk Sharing

 

Within the innovation endeavor, risk rears its head in the form of: 

financial risk, having to pay for things before success is assured; 

technical risk, some ideas don’t actually work; and execution risk, 

it would have worked, but the endeavor was done ineffectively. In 

a closed innovation system, all of these risks are borne solely by 

the innovating organization. It must pay for projects whether they 

ultimately succeed or fail. In an open innovation system, these risks 

may be shared with partners enabling their more effective management 

and permitting risky portfolios to be increased in size—the same 

budget will pay half the costs for twice as many projects— providing 

diversification and lowering the risk of the portfolio yielding an 

excessive number of failures. Even more significant than simply the 

sharing of risk is the observation that risk itself is asymmetrical. That is, 

the amount of risk offloaded by one party may be considerably greater 

than the amount of risk the other party assumes.

In the incubation phase of InnoCentive, some pointed out that the 

assumption of risk by the Solver community was unsustainable. So 

the likelihood for Solver engagement was assessed during a prelaunch 

roadshow, as the founders met with various potential Solvers. During 

a meeting with Professor Tom Wandless at Stanford University, the 

overall idea was outlined, and Professor Wandless was asked if he 

might, under any circumstances, be willing to participate. His response 

was that he had grave doubts about whether he would ever even 

consider altering his research endeavors in response to a posted 

challenge. But, he then added that one of his ongoing research interests 

was the design of new synthetic routes to dehydroamino acids. He said 

that if one of the posted challenges needed such an effort, he might 

be willing to “put their compound in my table.” By this he meant that 

he would consider adding an example to a table of examples in the 

work he was already doing. He added that, if a bounty was posted 

for the solution, he would be willing to cash the check. He was saying 

that a posted challenge, looking for new ways to make dehydroamino 
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acids was work he would be undertaking anyway, and it would be of 

little inconvenience to add to his efforts the specific research that the 

challenge-posting company was “off-loading.” In essence, you aren’t 

taking on more risk if you were going to do the work (or something 

closely akin to it) anyway. 

A second way in which the off-loaded risk is of different magnitude 

than the assumed risk by individual solvers is related to the assignment 

process. The risk of innovating in a corporate setting must take into 

account the issue raised earlier: that task allocation is inefficient and 

involves compromises—compromises that raise the financial risk as 

failures accumulate and raise the execution risk as non-ideal executors 

contribute to false negative conclusions. In some open models, the 

persons tackling the problem self-select which helps further obviate the 

non-ideal assignment of tasks. For these reasons and others, individual 

researchers and small contract firms are often more than willing to 

accept some risk and work without a guarantee of payment. This creates 

innovation opportunities via external efforts that are simply impossible 

with closed innovation approaches alone. 

Historical Stage-Gate Processes
 

This global market and capabilities shift prompts speculation as to how 

an organization’s innovation framework and processes may evolve 

in accord with these broad changes. The current dominant paradigm 

for internal innovation is the stage-gate process. Closed innovation 

is an inherently serial process. As this process has been subjected to 

the scrutiny of corporate efficiency, it has been architected as a linear 

and ordered sequence of major stages separated by gates. For a typical 

circumstance, imagine five stages and four gates, with the final gate 

being the project’s admission into production and the marketplace. 

Although the words will frequently differ, a representative series 

of stages might be perceived as: idea, validation, proof of concept, 

prototype, and production. This arrangement is well-suited for an 

internal, serial process, with gate-point checks and balances on viability 

and returns, and will undoubtedly survive to some degree even as 

open innovation is more fully exploited. Alone, the stage-gate process 

fails to either effectively manage or fully capture the opportunities 

presented via “full” innovation: open plus closed. In an environment 

where both modes of innovation are practiced, would this stage-gate 

mechanism still dominate? After all, open innovation can be decidedly 

parallel, and that is a feature that should be exploited. Stages and gates 

manage cost containment by setting gate criteria such that projects that 

become too risky, too likely to fail, are terminated before more money is 

spent on their development. But in open innovation, when those high-

risk costs are assumed, or at least shared, by others, it is less critical 

I N N O C E N T I V E 

W O R K S H O P S

“Dispersed physically but 

connected by technology, 

workers are now able, 

on a scale never before 

even imaginable, to make 

their own decisions using 

information gathered from 

many other people and 

places... For the first time 
in history, technologies 

allow us to gain the 

economic benefits of 
large organizations, like 

economies of scale and 

knowledge, without giving 

up the human benefits of 
small ones, like freedom, 

creativity, motivation, and 

flexibility.

Thomas Malone

Writing In: Future of Work 

MIT Sloan School of Management
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that termination criteria be prematurely applied by passing through 

frequent gates or decision points. Although one would never argue for 

throwing out some of the distinctive benefits of the stage-gate paradigm, 

you might argue for its cohabitation alongside other project paradigms 

to organize the open innovation process.

The alternative framework put forward at this time is Challenge Driven 

Innovation (CDI). In CDI, a portion of the larger project is formulated 

as a Challenge, in which a “Challenge” essentially represents the 

problem statement for a block of work that can be modularized and 

in most cases rendered “portable.” That is, such a block of work can 

be outsourced or insourced as an integral unit. The central processes 

to this framework are those of dissection, channel distribution, and 

integration. 

Seven Stages of CDI
 

Because the stage gate framework is so generalizable, it might be 

tempting to read the following as nothing more than a renaming of 

the stages. Try not to do so. These may be overlapping and iterate. But 

most important, the activities generally associated with the stage-gate 

mechanism are almost entirely conducted between activities number 

4 and number 5, where the default channel is to conduct the work 

internally. 

1. Idea gathering: The open front-end of the innovation development 

funnel. It is the gathering of more opportunities than you have the 

capacity to manage so that the most promising can be selected for 

moving forward. 

2. Filtering: The selection of projects best-suited to development and 

marketing by your organization. The culling of projects that either 

fail to meet targeted returns or do not fit strategically with corporate 

objectives. 

3. Dissection: The decomposition of a large, complex project into 

discrete modules. These modules are larger than individual tasks 

but considerably smaller than the overall project itself. They are of 

a scale and properties that can be made modular; that is, they can 

be executed according to recipe or end product specifications. They 

can be made portable and placed as an integral body of work to 

be executed either internally or externally. Each of these modules 

of an innovation can be characterized as a problem statement or 

“Challenge.” 

4. Channel distribution: The placement of the above work units, or 

challenges, into the appropriate innovation channels. Innovation 

channels include, but are not limited to, contract research 

organizations, academic projects and grants, joint ventures, and of 
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course, internal efforts.

5. Evaluation/confirmation: The receipt of the completed challenge 

modules from the channels to which they were distributed, and 

the comparison of results against specifications and performance 

criteria. 

6. Assembly and integration: The reassembly of the individual 

challenge modules into a functional whole that is ready for market. 

7. Launch: The launch of the new product, concept, or service into the 

market place. 

Figure 1.0 Dissecting a large project, distributing sub-projects into appropriate innovation 
channels and reassembling the completed and evaluated segments into a whole for 
market launch.
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Participants from around the world, 579 of them, took a close look at the 

“Data-Driven Forecasting of Solar Events” Challenge on InnoCentive’s 

website. The problem was finding a suitable method to more reliably 

predict the particle storms originating with solar events. Fourteen 

complete proposed solutions were submitted. After reviewing them, 

NASA issued a success award to Bruce Cragin, a semi-retired radio 

frequency engineer. Cragin holds a Bachelor of Science degree in 

engineering physics and a doctorate in applied physics. He has 15 years’ 

experience in plasma physics basic research and another 13 years of 

industrial experience as a radio frequency engineer. The challenge was 

“right in the ‘sweet-spot,’” Cragin said, “Though I hadn’t worked in the 

area of solar physics as such, I had thought a lot about the theory of 

magnetic reconnection. Also, the image analysis skills I acquired in the 

1980s, while looking into something called the ‘small comet hypothesis,’ 

turned out to be very useful.” As with many novel ideas, the fusion of 

skills and specific experiences enabled Cragin to see the problem and 

propose a solution that had escaped others focused primarily on the 

discipline of solar physics. And as Cragin “daisy-chains” these cross-

disciplinary approaches, he notes that the work he did on the NASA 

Challenge, “focused my attention on predictive modeling. That led to 

another Challenge involving maize genetics to which I also submitted a 

solution, and became a finalist.” 

Case Study: NASA
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The Challenge Driven Enterprise

Too often organizations measure their success by % of sales spent on 

R&D, how many patents they own, or whether the leading academics 

in their fields are on retainer. However, in today’s economy, these 

should all matter much less to the management of the organization or 

to the shareholders than whether they can get a new product to market 

before the competition and dominate the category or whether resources 

are being managed to ensure the firm can aggressively pursue new 

business opportunities when they emerge. The prevailing mentality of 

most established businesses slows, if not discourages, innovation while 

increasing its costs. Ultimately the shareholders pay the price.

 

Challenge Driven Innovation represents a dramatic evolution in 

enabling more effective, efficient, and predictable innovation. And our 

experience with businesses suggests there is enormous benefit simply 

in managers and employees better defining and managing their own 

problems. The transformational change, however, is accomplished 

through the remaking of the organization into the Challenge Driven 

Enterprise, where the most difficult problems can be solved, effort 

is aligned with strategic goals, all talent inside and outside of the 

organization is brought to bear to deliver on the mission, and sustained 

performance improvement is possible. 

The Challenge Driven Enterprise represents a new vision with far-

reaching implications that can improve the speed, agility, and efficiency 

of business. It enables new modes of innovation while creating the 

flexibility to capitalize on new business opportunities. Industry leaders 

will be those that successfully apply these concepts universally, from 

business strategy to the manufacturing plant floor. 

What Is a Challenge? 

Too many organizations struggle to define their problems and goals, 

much less to innovate with the precision and efficiency needed to 

compete in the world today. Whether building better business strategies 

or designing new technologies to dominate a market, traditional 

business practices are no longer sufficient. Nowhere is this truer than 

in large corporations where years of accumulated standard operating 

procedures, poorly aligned incentives, ever-increasing bureaucracy, 

and entrenched culture work together to ensure that increasingly 

expensive and mediocre innovation is the best they can do. Dictionary.

com defines a “challenge” as “a summons to engage in any contest” or as 

“a job or undertaking that is stimulating to one engaged in it.” However, 

it is much more. Well-constructed “challenges” are an astonishingly 

powerful and uniquely effective tool for focusing the energies of 
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multitudes of creative, inventive, talented audiences on the important 

problems facing organizations, nations, and the planet on which we 

live. These audiences can be employees, customers, partners, and a 

planet of resources.

 

The Challenge is core to InnoCentive’s business, and its power has 

been on display now for years. We see early glimpses of this approach 

throughout history, well before InnoCentive’s founding. Striking 

examples of its use range from the Longitude Prize offered by British 

Parliament in the 1700s to the Ortiz Prize that induced Charles 

Lindbergh to cross the Atlantic. It has been shown to have broad and 

general applicability. InnoCentive has more experience with Challenges 

than any organization in the world and provides an intriguing 

sampling of the potential of Challenges in areas as diverse as business 

entrepreneurship, life sciences, mathematics, and manufacturing. 

Challenges can deliver breakthrough strategies or highly technical 

solutions and apply to every business function and every type of 

problem, large and small, strategic and tactical.

 

But why does it work? A Challenge exhibits three important properties. 

They provide:

• Fundamental unit of problem solving;

• Better way to organize work; and

• Powerful strategy tool. 

Let’s explore each of these.

The Fundamental Unit of Problem Solving

 

Albert Einstein once famously said “If I were given one hour to save the 

planet, I would spend 59 minutes defining the problem and one minute 

resolving it.” This provocative statement recognizes the importance of 

understanding the context of a need, articulating requirements clearly, 

and applying precision in defining outcomes and goals.

 

All problems, big or small, must be clearly defined and tied to the 

strategic goals of organizations. Are some problems too big? Quite the 

contrary. We have learned at InnoCentive that for the big problems, it 

is essential to systematically refine them into more focused questions 

and ultimately to well-defined Challenges. Nearly any outcome focused 

activity may be cast as a well-defined Challenge or system of Challenges. 

Harvard Business School Professor Karim Lakhani and others have 

consistently confirmed the critical importance of defining the problem, 

the key to InnoCentive’s Challenge-based model and its success. The 

problems must invite diverse participation because you want potential 
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solutions for engineering problems to come not just from engineers, 

but from entrepreneurs, mechanics, and chemists. At the same time, 

potential problem solvers must be focused on the specific task at hand 

with as much context as possible. As you can imagine, getting this right 

is incredibly important to sustaining high solution rates.

 

Paul Carlile is a professor from Boston University with an unusual 

background in both social and computer science and a gift for seeing 

the world through a system’s lens. In 2009, Paul introduced InnoCentive 

to the concept of Boundary Objects, which sociologists use to describe 

powerful compartments of information that are both well-defined and 

that translate naturally across communities and cultures. Examples of 

boundary objects in the real world would include Laws and Contracts, 

well defined by their very nature, universally understood, and vital to 

modern society. InnoCentive Challenges are boundary objects in every 

sense of the term. Challenges articulate the need, describe the problem, 

specify success criteria, and establish the inducements. The inducement 

is a critically important component because it telegraphs a tangible and 

measurable value to the world. The best Challenges are universal and 

thus universally understood.

 

It is the precision and care taken to define the Challenges that 

elevate them to the status of true boundary objects. A hallmark is the 

understanding of how to manage the process to truly engage a highly 

distributed network and focus them to drive successful outcomes. Well-

defined Challenges must ask the right questions. Practitioners must 

be meticulously attentive to detail or else they cannot understand and 

articulate problems in a concise way. Well-defined Challenges anticipate 

the audience and the conditions for effective engagement. Does the 

Challenge call for a new idea or a new business plan? Is the Challenge 

seeking scientific discovery or simply new approaches? Do you want 

the world to give you the idea or do you want someone to demonstrate 

something physical? Challenges must also anticipate the cultural and 

legal realities of the world (for example, is intellectual property an 

issue?).

 

A Better Way to Organize Work 

Organizations have spent years defining efficient organizational 

forms, writing Standard Operating Procedures (SOPs), crafting job 

descriptions, and even developing robust platforms for planning 

and tracking work. And they are becoming more efficient. Use of 

contract labor and outsourcing of work, even whole functions, is more 

commonplace than ever. These approaches have often improved the 

bottom lines of businesses by increasing flexibility, lowering costs, and 

enabling projects to be accelerated. However with notable exceptions, 

these exercises in efficiency and shifting labor costs have done little 
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to fundamentally change the rules of the game—to create anything 

like a “step change” in business performance and breakthrough 

innovation. In most instances, the 20th-century approach is essentially 

institutionalized resource planning and labor arbitrage that is simply 

commoditizing work and trading high cost labor for lower cost 

alternatives. It is not creating a unique competitive advantage. And it 

is certainly not tapping the creative capacity of organizations and the 

world to innovate.

 

If you are to fundamentally transform the economics of businesses, 

while achieving heightened levels of innovation performance, it is clear 

that a substantially more scalable approach will be required. Such an 

approach would leverage network efficiencies, better economics, and 

modern technology. Organizations will open up their processes, inviting 

in thousands or millions of individuals and organizations to participate 

in their business processes.

But how can you engage this nearly unbounded marketplace of 

knowledge workers, creative and inventive minds, and productive 

capacity? You need a robust mechanism of engagement. It must be 

lightweight. It must be simple. It must be enormously flexible. It must 

be universally understood. Again, the “Challenge” fills that role, meeting 

all these requirements. In effect, the Challenge uniquely represents the 

enabling capability, the universal language, and the rules of engagement 

in neutral terms in order to empower a truly “open” access to human 

capital inside and outside the organization. It is magnificent in its 

simplicity. And in many respects, it has been hiding in plain sight for 

generations.

 

What is the inducement to this network of potential problem solvers to 

answer the call? For a simple idea, a small reward or inducement may 

be sufficient, whereas a technological innovation may require a team 

to spend months of time and capital to develop a winning solution, 

requiring substantial incentives. Internally focused challenges may 

reward employees with reputation, points for the company store, or 

lunch with the CEO. Inducements may be peer recognition or once-in-a-

lifetime experiences. (InnoCentive and NASA recently offered a unique 

viewing of a space shuttle launch.) All these things must be assembled 

into a Challenge before it is exposed to the world of problem solvers. 

This also enables what some call the transition from Not Invented Here 

(NIH) to Proudly Found Elsewhere (PFE).

 

A Powerful Strategy Tool

 

Modern corporations are expected to design their strategy processes 

to anticipate the future, identifying new opportunities to drive profits, 

investing in high return initiatives, disinvesting in low performing 
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businesses or programs, and ensuring the best returns on capital for 

shareholders. And some firms do an excellent job of methodically 

decomposing their broad goals into discrete strategies and tactics and 

may go even further to define clear measures of success. Done properly, 

these approaches identify gaps and opportunities for exploitation 

and prompt the organization to constantly rethink assumptions and 

model outcomes, and to manage their portfolio of possibilities—all to 

generate the best business outcomes for stakeholders. This approach 

to strategy can be highly effective but requires a process discipline 

and organizational transparency absent in many businesses. It also 

demands absolute honesty and willingness to look past the status quo, 

existing power structures, organizational politics, and so on. For a big 

organization, ignoring these pillars of corporate culture is exceedingly 

difficult. And therefore, incrementalism and bureaucracy are the 

organizational norms. The result is that in too many firms, corporate 

strategy is actually just a form of annual corporate planning in which 

resources are added or subtracted based upon growth rates and 

departments’ designations as profit or cost centers, or simply to provide 

justification for increasing or sustaining headcount or budget. A truly 

challenge-driven approach will shake the status quo to its foundations 

as its only allegiance is to outcomes and delivering performance 

excellence. The status quo and existing power structures have no 

entitlements in a Challenge Driven Enterprise.

 

Proper strategy requires this absolute transparency and honesty in 

managing the needs of the organization. By engaging head-on in this 

process and treating every Challenge as an opportunity to improve the 

business, organizations link what they do with why they are doing it. 

There is a top-down and bottom-up triangulation around identified 

Challenges that is particularly instructive. High-level strategies should 

be meticulously defined in the language of Challenges, which may be 

further decomposed as needed. Similarly, new initiatives in lower levels 

of the organization should be articulated as Challenges, presumably in 

support of high-level business strategies. By applying a discipline and 

a rigor, Challenges drive a richer understanding of the business and 

bring clarity to the prioritization process. Poorly defined Challenges 

are not likely to support key business strategies. By institutionalizing 

this approach at all levels of the organization, businesses may better tie 

activities to strategic goals and in the process foster the development of 

improved administration and problem solving across the organization. 

Again, use of a challenge-based approach is good management practice 

in any event, but should be viewed most importantly as a powerful 

discipline that enables more effective and open business rather than 

simply a cost-effective approach to solving problems.
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The Real Challenge

Challenge Driven Innovation can be applied to scientific problems, 

business needs, and even to developing new strategies. When these 

principles are applied pervasively, the Challenge Driven Enterprise 

represents an encompassing business vision with far reaching 

implications. Businesses that adopt this approach will have a unique 

opportunity to operate more effectively than ever before and to 

build more flexible organizations with better, faster, and more cost-

effective access to an entire world of productive capacity. And will 

have the flexibility to respond to market opportunities when they arise. 

Organizations that fail to evolve may face increasing competition by 

new and emerging competition not saddled by the past.

 

Make no mistake: This requires significant change in businesses, and 

the journey will be difficult. Culture becomes entrenched over time, 

fiefdoms are created, and the status quo sustained and codified in every 

process, bonus scheme, and hiring plan. Changing that culture to focus 

on what is important now and truly driving what is in the interest of 

the shareholder in the long term will not be easy. Only the CEO and 

the Board of Directors can drive the change needed to truly become a 

CDE, although some successes may be the result of grass roots change. 

Because change is not easy for organizations, leadership will be crucial.
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P&G woke up in the 21st century to find the competitive landscape had 

changed dramatically, spurred by technology convergence and the new-

styled global economy, in which barriers were lower—or obliterated—

and competitors abound. The firm’s innovation success rates, the 

percentage of new products that met P&G’s financial objectives, had 

stagnated at about 35 percent. A.G. Lafley, the firm’s then newly 

appointed CEO, assessed the business and decided only a radical new 

approach would bring the company back to its previous stature: acquire 

50 percent of P&G’s innovations from outside the company.

 

The cultural and process transformations required to make this happen 

were significant if not daunting. For one thing, bench scientists and 

researchers do not like to be told they are not innovating fast enough, 

and even the most confident employee might feel a twinge of insecurity 

about a plan to look externally for good ideas. But P&G’s strategy wasn’t 

to replace the capabilities of “our 7,500 researchers and support staff, 

but to better leverage them,” wrote Larry Huston and Nabil Sakkab 

in their seminal 2006 HBR article. Better leverage, indeed, is a central 

theme of the entire Connect + Develop strategy.

 

For P&G, two key factors underpinned its Connect + Develop strategy: 

First was the belief that finding good ideas and bringing them in-

house to enhance and capitalize on internal capabilities was the right 

approach. Second is P&G’s approach around how to tap the vast outside 

world of innovators to meet its 50 percent target. Some of its biggest 

successes in recent years were established through Connect + Develop, 

including Mr. Clean Magic Eraser, which came from technology licensed 

from German chemical company BASF, and Swiffer Dusters, adapted 

Case Study: P&G
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from a Japanese competitor called Unicharm Corp. P&G negotiated the 

rights to sell the product outside of Japan.

 

Arguably, though, the most innovative aspects of Connect + Develop 

center on how P&G views and leverages networks beyond its own 

employees and suppliers using open networks. To complement its 

proprietary networks, P&G invested in and engages with an entire 

ecosystem of external partners and networks to source patents, 

partners, and solutions. For example, over the years P&G have run 

dozens of Challenges with InnoCentive.

The above sections are based on extracts from The Open Innovation 

Marketplace, co-authored by InnoCentive founder, Dr. Alph Bingham.
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Challenges are at the heart of everything we do. They can either 

be distributed to our global network of problem Solvers (Premium 

Challenges) or internally within your organization (InnoCentive@

Work). They can also be part of a larger program of Challenges with 

marketing services and even live events added on (Custom Challenge 

Programs).

Premium Challenges

We typically start each engagement with an in-person workshop 

where we provide training in Challenge Driven InnovationTM and 

start identifying, prioritizing and refining problems that could be put 

out to the crowd as Challenges. Led by our PhD-educated Challenge 

Experts, these tailored workshops range from a half day to a full day 

and are typically held in-person at the offices of our clients (the ‘Seeker’ 

organizations).

Our Challenge Experts then work with you to formulate your 

Challenges. Challenges include an enticing overview, a detailed 

description of the problem and comprehensive solution requirements. 

They are designed to maximize participation and deliver actionable 

solutions that bring real organization value but without prescribing 

the solution or putting excessive constraints on the solution space – a 

delicate balance that our Challenge Experts have extensive experience 

in achieving. Our Experts also help you determine the best Challenge 

Type, IP treatment and award amount for your needs. 

Challenges are then posted – anonymously, if desired - to our global 

The InnoCentive Offering
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network of over 380,000 problem Solvers, typically for a period of 30 to 

90 days. 

Submissions are then provided to you to evaluate. Except for Ideation 

Challenges, you only have to pay for solutions that meet your needs. 

However with our current success rate of 80%, the chances are that 

you’ll be walking away with a valuable solution. InnoCentive handle all 

award payments and IP transfer.

Ultimately we have developed a frictionless process for you to get a 

diverse range of ideas and solutions that can help you tackle tough 

problems and develop your products and services. And all of this in as 

little as 60 days (including evaluation time), with lower costs and less 

risk than traditional methods.

Custom Challenge Programs

These are high-profile, customized Challenge programs for tackling 

large problems or encouraging and showcasing breakthrough 

innovations.

InnoCentive@Work

InnoCentive@Work applies Challenge Driven Innovation to 

crowdsourcing ideas and solutions from your internal networks (e.g. 

employees or partners), all through our SaaS-based platform. 

C O M M U N I C A T I N G  W I T H 

S O L V E R S

All communication with Solvers is 

handled by InnoCentive’s Challenge 

Experts, who will escalate questions 

to you if they do not have the 

answer. Not only does this save you 

time but it allows you to maintain 

your anonymity, if desired, and helps 

ensure evaluations are based on the 

technical merit of the submission 

rather than who the Solver is.
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Challenge: Expose Data Relationships Through Visualization of 

Thomson Reuters Web of Science Content

Description: Thomson Reuters wanted to improve its Web of 

Knowledge online tool through customer-driven product insights. 

Run as a two-step Challenge program, the first Challenge captured the 

crowd’s creative use cases for the Thomson Reuters Web of Knowledge 

product and the second Challenge was to deliver an app that made the 

selected use case a reality.

Result: The winning solution was data visualisation application, in 

the form of elegant and well documented code written in Java from a 

Solver in Hungary.  The solution could be implemented quickly without 

a heavy demand on in-house resources – and it was perfectly suited to 

specification, due to a carefully crafted Challenge design.

Challenge Example: 

Thomson Reuters

Challenge: Stain Measurement of Vectran and Kevlar Webbing

Description: NASA was looking for a new method to measure the strain 

on Kevlar and Vectran straps in the 25 to 125°C range. After three years 

of working on this problem, the NASA research team could not find 

a method that would work for all scenarios and now needed to focus 

their attention elsewhere. So they decided to tap the InnoCentive Global 

Solver Network for solutions.

Result: Three Solvers were awarded, with one having no formal 

background in materials science, finding his winning insight instead 

from testing samples under stringent conditions while working at a 

medical college. Ultimately NASA were able to end a 3-year roadblock, 

free up their team to work on other priorities and find solutions in 

places they never would have looked normally.  

Challenge Example: 

NASA
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Challenge Example: 

DOW

Challenge: Electroceutical Idea Challenge

Description: GSK wanted help with identifying diseases with large 

neural control elements and that would therefore be the best 

candidates as a “proof of principle” for testing a new class of treatments 

known as bioelectrics. While this was something that GSK had been 

working on internally, having access to only one team made it difficult 

for the search to be comprehensive.

Result: The winning solution, from a Bulgarian Solver, proposed 

an area for proofing that had not been flagged during their own 

preparatory research. The Challenge also allowed GSK to establish an 

ongoing collaboration between the research team and the winning 

Solver. Ultimately it offered a highly complementary approach to their 

other ways of identifying attractive research opportunities.

Challenge: Seeking Ideas to Expand the Marketing for New Oil-Soluble 

Polyalkylene Glycols

Description: DOW had recently introduced a new generation of oil-

soluble Polyalkylene Glycols (PAGs), which unlike traditional PAGs 

could be mixed with hydrocarbon or mineral oils and offered greater 

versatility and unique performance properties. DOW Chemical was 

looking for uses, formulations and chemical processing ideas that could 

accelerate the commercialization of oil-soluble PAGs in existing or new 

markets.

Result: DOW split a $15,000 award between two potential applications: 

a novel pharmaceutical application that could be used to treat a range 

of eye-related ailments and an application for demulsifying oil-in-

water emulsions, which could be used in oil, gas and mining activities. 

The Challenge provided exposure for their new technology and 

brought them closer to end users.

Challenge Example: 

GlaxoSmithKline
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InnoCentive Challenge Types 

Ideation Challenges 

A global brainstorm for producing breakthrough ideas. This 

could include ideas for a new product line, creative solutions 

to technical problems, a new commercial application for a 

current product, or even a viral marketing idea for recruiting 

new customers. Ideation Challenges guarantee that at least 

one Solver will win an award. Solvers grant the Seeker a 

non-exclusive license to use any submitted solution, awarded 

or non-awarded.

Theoretical Challenges

For seeking a feasible design or concept that you don’t 

yet want to reduce to practice. A solution to a Theoretical 

Challenge will solidify the Solver’s concept with detailed 

descriptions, specifications, and supporting precedents 

that would bring a good idea closer to becoming an actual 

product, technical solution, or service. A Solver can expect 

a substantial financial reward if their submission is chosen 

as a winning solution by the Seeker, but an award need only 

be made if all the Challenge criteria are met; partial awards 

are also a possibility. Awarded Solvers are required to either 

transfer or license the IP in their solutions to the Seeker. The 

Seeker does not obtain the rights to submissions they do not 

award.

Reduction to Practice (RTP) Challenge 

For seeking a prototype that shows an idea in actual practice 

(though on a non-commercial scale). In an RTP Challenge, 

in addition to a detailed description, Solvers are asked to 

present physical evidence that proves their solution will 

work within the Seeker’s specific needs, decision criteria, or 

manufacturing parameters or the information necessary 

for the Seeker to test their solution. Like the Theoretical 

Challenge, an award need only be made if all the Challenge 

criteria are met. Depending on the Challenge requirements, 

winning Solvers will be required to either transfer or license 

the IP in their solutions to the Seeker. As in the case of a 

Theoretical Challenge, the Seeker does not obtain the rights 

to submissions they do not award.

eRFP  

A request for a partner or supplier to provide materials or 

expertise to help solve a business Challenge. Seekers use the 

InnoCentive marketplace to find businesses or consultants 

that have already developed the technology or solution they 

need or have the experience to help them develop it. Unlike 

other Challenges where a cash award is granted for the 

winning solution, eRFP winners typically negotiate the terms 

of the contract directly with the Seeker
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Solver Spotlight: Madhavi Muranjan

Madhavi Muranjan is a repeat InnoCentive Solver. The following 

is a discussion on what brought Madhavi to InnoCentive and what 

participating in Challenges means to her.

I was born and brought up in India. I am creative and curious by 

nature. This and the desire to alleviate human suffering due to 

infectious epidemics like malaria and sleeping sickness is what drove 

me towards my Ph.D. in molecular microbiology from the Ohio State 

University. While the passion for science was a combination of wanting 

to impact betterment of humanity and an insane desire to “crack the 

puzzle” that was my Ph.D. project, I was blessed with the mentorship of 

Dr. Samuel James Black, a brilliant scientist and thinker. He encouraged 

all the creativity and imagination in me, and taught me to harness it 

towards science. Then I was again very lucky to work with Dr. Victor 

Nussenzweig at NYU Medical Center for my first post-doc. He inspired 

me with his quickness of mind and mastery of science. There is no 

greater thrill in the “chase”, the mystery solving and the detective work 

than you get out of challenges mother nature puts out for us all, and 

that feeling of solving her challenges I wouldn’t trade for anything else.

Following a post-doc at Johns Hopkins in malaria, I entered biotech 

industry as a senior scientist for a startup company, later as a principal 

scientist at a biosimilars company, and at an innovator antibodies 

company, where I learnt much about developing and operation 

of science from conception to clinical trial and gaining regulatory 

approval. However, opportunities for creativity and problem solving in 

major corporate are limited.  So, InnoCentive came to the rescue- in July 

2009 I discovered this great site via nature.com. 

It is very satisfying to study and understand new problems, even more 

to think of a possible solution, and the best to not only get a prize in 

return, but to know that your idea may actually be the one to solve 

a major global problem. My greatest reward from InnoCentive is the 

solving of three biomedical challenges- the satisfaction of a job well 

done far surpasses any job one may hold.  InnoCentive is the most 

facile, productive and transparent open innovation company to launch 

fertile ideas and help not only widely diverse industries and businesses, 

but finally humanity at large.
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For more information on how you can run your 

own Challenges to rapidly solve problems and 

accelerate your innovation outcomes:

C A L L  U S

Speak directly to a consultant.

North America: 1-855-276-9366

F I L L  I N  O U R  C O N T A C T  F O R M

Submit our contact form online here. Our team will respond shortly.

V I S I T  O U R  W E B S I T E

Explore our full library of white papers and view live challenges at:

http://www.innocentive.com

Non-US: +44 (0) 207 224 0110


