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Innovation discipline in the consumer goods sector, has largely 
been in line with Business School models of the last 40 years. 
Namely a gate/stage, waterfall process, delivering the perception 
of steady growth through evolving product development.

The reality is very different. With four out of 
five products failing to deliver, the promised 
growth and the development costs 
associated with it are very high. In the current 
form, NPD is a high risk, high stakes activity 
undertaken in uncertain times, forming an 
essential part of your business success. When 
put in these terms, it’s a daunting prospect, 
but innovation can be a huge benefit and 
driver for growth.

Over the last 10 years or so, technology 
companies have demonstrated a better way 
to innovate products and deliver predictable 
outcomes that build the confidence to invest 
in growth through true innovation, with 
manageable sums at risk.

The consumer goods sector has been slow
to adopt the agile innovation methods of the 
technology sector. Our unique experience

Do you know what your 
innovation success rates are?

What confidence do you have 
in predicting success from 
Innovation?

in FMCG and technology, qualifies us to 
demonstrate how agile innovation 
transforms new product development into a 
dependable engine for growth, which is 
cheaper, faster, and better than what has 
come before.

In this series of papers, we will explore what 
agile means to FMCG innovation and how 
you can apply the essential principles to 
your current structure, thereby unlocking 
essential improvements to this central 
growth function.
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So, what do we know about 
Innovation?

Bill Harte (Linkedin) - Is a direct innovation 
& product development specialist. He’s 
generated £millions for large multinationals 
including Diageo and Muller and with 
startups through innovation. He continues 
to impact businesses big and small with
his company Creating Possibilities.

Over time, Bill realised that innovation in CPG 
was failing - irrespective of the size
of the company or the budget available, 
innovation was always more likely to fail than 
succeed. Bill started a journey to find a better 
way to innovate, researching and adopting 
different elements from many industries, 
culminating in a unique agile innovation 
approach that has the consumer absolutely at 
the heart of the process.
On his way, he met Ben Davies, founder of 
Vypr Technologies. Together for the last 3 
years, they’ve collaborated closely on the 
mission to enhance the way agile is 
understood and deployed in CPG.

Bill’s research and experiences show how the 
agile approach will work regardless of the size 
of your brand or the depth of your pockets.

Ben Davies (Linkedin) - Started his journey 
as a retail buyer, where he became 
frustrated with untested, unjustified 
assumptions that led to demands being 
made of his suppliers to invest in misguided 
production and packaging solutions - 
making products that regularly generated 
sizable losses,in the search for ones that did 
succeed.

Ben explored how the application of 
technology and crowdsourcing intelligence 
could validate the massive assumptions being 
made every day by the entire CPG sector.

In 2014 Ben started Vypr, a company 100% 
committed to agile product development for 
CPG innovation. Vypr’s journey to transform 
CPG innovation continues with the supportof 
many large and small companies who enjoy 
success using a unique blend of agile 
methods and real-time consumer validation 
technology.

Bill
Harte

Ben
Davies
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Innovation and growth are inextricably 
linked. If you want growth, innovation is 
essential. In time, even the most successful 
products and companies will atrophy as the 
market - and the competition - moves on. 
The ability to innovate, experiment and 
evolve is, therefore, an essential 
characteristic of the brands and businesses 
most likely to thrive long term.

Innovation is about more than developing 
new products; it applies to all business 
functions: Innovative marketing campaigns to 
communicate a product’s features and 
benefits. Innovative sales accessing 
commercial channels and consumers. 
Innovative manufacturing to make the 
existing products more profitably and 
sustainably, Innovative finance allocating 
resources more efficiently.

Innovation is not ethereal or an abstract 
activity; it delivers results for hundreds of 
thousands of companies around the world. 
For example in the UK grocery market, 
innovation accounts for 7% of the average 
category rate of sale according to AC Nielsen.

Even ignoring innovation in Production, 
Marketing, Sales and Finance, 97% of all
the growth across CPG categories comes 
from innovation. This is a staggering amount 
of value generated and highlights the need to 
have innovation as a capability in any 
organisation.

Growth Innovation defines and leads categories.
A Study in the US found that the 25 largest 
brands only accounted for 3% of the growth 
of their combined categories. 97% of the 
category growth came from more innovative, 
less established products.

Big Companies like those 25 in the US study, 
are being outmaneuvered despite having 
deeper pockets, more people and a wealth of 
data. The opportunity cost of not applying a 
long-term sustainable culture of innovation is 
effectively no growth and therefore a loss of 
market share over time.

Put simply, there are imperatives to building a 
sustainable innovation culture. It creates 
growth for your brand and profit for your 
company. The penalty for not innovating? 
Loss of relevance, dwindling market share and 
the erosion of your company value.

New products are priced higher than 
existing variants and consumers are willing 
to pay for innovation. The ability to charge 
more for innovation enables companies to 
generate more profitability, which in turn 
leads to higher investment back into 
innovation and resources and growth.

Retailers and distributors just like 
manufacturers demand year on year growth 
but they are agnostic about how to achieve it. 
Over the lifecycle of a brand, distributors and 
retailers will squeeze manufacturers’ for a 
higher share of the value pool.

Price and share of margin

Why innovate?
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For those manufacturers that have an 
innovation capability, it represents a 
conundrum for their competition - do they 
follow with more innovation or drive their 
existing products harder? Innovation can 
be seen as a competitive advantage, so if 
one manufacturer is good at innovation 
they will steal market share quickly and 
more profitably than manufacturers who 
simply discount their brands as consumers 
flock to products that they find more 
relevant and fulfilling.

It is not just rivals that are driving 
manufacturers to develop new products. 
Having driven maximum benefit and 
efficiency from other areas of their business, 
retailers are now looking for differentiation in 
their ranges, effectively demanding exclusive 
products. This drive for differentiated 
products presents a quandary for 
manufacturers. Should they support retailers 
with innovative products
or simply ensure all of their products are 
available to all retailers? To not innovate in 
this scenario risks being delisted.

The Market

Manufacturers that have brand strength are 
able to deflect these, to some degree, either 
with price increases or by resolutely holding to 
Terms of Trade. New brands are shown
to be able to deflect demands for increased 
margin by having fewer promotions, higher 
growth and generally higher prices.

This helps explain why younger consumers 
tend to look for more innovative products.

But it doesn’t end there. All consumers’ needs 
change over time as their economic and 
social circumstances evolve. Consumers are 
happy to pay more for the emotional benefit 
of a new discovery rather than have the 
dreary traditional variant. These changing 
consumer needs offer an opportunity for 
manufacturers as well as a threat to those 
that do not change.Innovation offers both rational and 

emotional benefits to consumers. Emotional 
benefits can be considerable. NEW is the 
second most motivating word for shoppers 
after FREE.

One in five consumers, according to AC 
Nilesen, buys a new product simply because it 
was new in and of itself. In effect, they are 
buying a new product, often in addition to the 
incumbent simply on novelty factor. This 
desire for consumers to trial new products 
drives incrementality and therefore growth.

Lab researchers have indicated that buying 
new products for some consumers offers
a dopamine hit, the pleasure hormone.
First consumers feel happy with new 
products, and attribute that happiness to the 
product when it is actually a physiological 
reaction to the stimuli itself. Consumers are 
willing to pay more for happiness.

Innovation also has differing effects on 
different consumers. Older consumers tend to 
habitually purchase brands that they have 
trusted for years. Young consumers on the 
other hand want to find products that help 
them “find themselves” and differentiate 
themselves from their parents or older 
siblings, as well as better meeting their 
perceived needs versus the standard product.

The Consumer
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Financial Culture

The compound effect of high levels of 
innovative activity is companies tend
to enjoy higher profit margins. A report by 
BCG showed that the “Top 25” most 
innovative businesses were able to have a 
higher median profit growth compared to 
industry benchmarks (3.4% vs 0.4%).

It is not just the direct financial benefits
that come from innovation there are indirect 
financial benefits. The city’s perception isthat 
companies with a sustainable innovation 
culture offer a higher price-earnings ratio.
In 2006, Boston Consulting Group found that 
innovative companies tend to grow faster, 
have richer product mixes than their peers, 
expand into adjacent or new categories 
(especially if these promise higher margins), 
and produce more patents than their laggard 
competition.

It is therefore no surprise to find that there is 
a financial metric that looks precisely at the 
investment opportunity from innovation, 
namely the Price-To-Innovation-Adjusted 
Earnings ratio. Companies with a long
term sustainable innovation culture tend to 
have a higher Price To Innovation Adjusted 
Earnings ratio.

Innovation is good for your company 
culture and employee personal professional 
growth, creating new challenges and 
opening up opportunities for career 
development.

Working in a successful innovation business 
makes people feel confident about their 
employer and their employment prospects.
It gives people a reason to stay for the longer 
term, reducing employee churn, recruitment 
costs, and increasing productivity.

The State of Innovation



However we define innovation, measure or 
accept its successes and failures 
Innovation-driven growth has significant 
associated costs and risks.

The risk of innovation is that the margin
for failure is small and the impacts can 
quickly wreck the profitability of any brand or 
company. Not only does today’s innovation 
process increase financial risk and cost, but 
also puts the cultural health of an 
organisation on the line.

Innovation failure rates are significant. It is 
common to see a 90% failure rate reported 
after a twelve month cycle. A number of 
these products may be seasonal or limited 
editions, or simple product extensions all 
designed to inject short-term wins, but their 
cost of development is still incremental to the 
existing product base and therefore we 
should expect a return on those development 
costs.

For reasons hard to justify the CPG industry, 
has been very comfortable with this 
eye-watering rate. Other large, high risk, high 
stakes industries wouldn’t entertain a failure 
rate in that order or anywhere near it. Consider 
the impact of a multi-million-pound 
construction project not selling upon its 
completion, having to be torn down and 
replaced with a better alternative?

From our own experience, there is little 
evidence to indicate that the rate differs by 
company size either. Even large companies that 
have considerable innovation budgets and the 
highest-paid talent still fail far more often than 
they succeed.

Although that being said the larger 
organisations are able to make a louder bang 
at launch and have higher pain thresholds (or 
deeper pockets). All the large companies we 
deal with have an innovation failure rate in 
excess of 50%, with most being in the high 
70% & 80%s, hardly inspiring confidence that 
the capability to innovate is somehow linked 
to scale.

Given that the majority of innovation 
manifests as small tweaks, the costs of 
innovation should be, one would think, quite 
small. That’s simply not the case in our 
experience. We have found that a simple 
artwork change might require nearly 100 days 
and tens of thousands of pounds in design 
and packaging.

Although a simplistic measure, if FMCG 
companies are investing 3% of their 
Turnover on innovation and returning 7% in 
innovation (as indicated by AC Nielsen), 
then the ROI would be 233%. On the face of 
it, any ROI of 233% would appear to be 
very strong. When overlaid with the 90% 
failure rate, a different view comes into 
focus. The growth engine for a company 
starts to look like a high-risk, high-stakes 
gamble.

Setting aside the ‘long tail’ of a product’s 
revenue curve vs it’s upfront development 
cost, the accepted 7% contribution to 
category growth from innovation, is not 
derived from the 3% of turnover invested, but 
in fact, comes mainly from the 10% of 
successes that this 3% funds! Not exactly an 
efficient route to success or growth?

What are the costs of innovation?

Financial

Culture

The State of Innovation



In 2015 we consulted for a FTSE 250 
consumer goods company’s innovation 
pipeline, looking at the time recorded on 
innovation projects for the preceding 10 
years. Each of the innovation projects was 
broken out by its relative complexity, into 
High, Medium, and Low. Each project 
recorded the stage in the process the 
project achieved.

Some were simply ideas explored, whereas 
some were complex products that required 
multi year investment and were successfully 
launched. In total we reviewed 163 projects. 
The average time spent on a launched project 
was 296 working days, with unsurprisingly, 
more simplistic projects such as renovation 
projects and line extensions taking 20% less 
time than the average, and more complex 
projects taking between 16% and 21% more 
time. This time is only on projects that were 
eventually launched, so if we include all 
innovation projects, it would assume an 
average of 427 days, with an average of 749 
days for complex projects. Within the 427 and 
749 days are projects that were stopped 
before they were launched.

With this data, we can calculate costs. We 
know that people do not work
100% of their time exclusively on one project, 
so we assumed that an individual would work 
on three projects at a time. We estimated 
£500 per day to include personnel and fixed 
costs such as R&D and manufacturing 
equipment. Thus we estimated an average 
innovation cost for a FTSE 250 company was 
£148,000 per project launched.

 If we look at the average of all projects 
including those that didn’t get to market, that 
rises to £213,000. If projects are complex, 
then the cost increases to £374,000. These 
exclude all direct Sales and Marketing costs 
associated with the launch of the project such 
as packaging design costs, advertising, 
promotional investment, even listing fees with 
Multiple Grocers.

As part of the project, we assumed that for 
every incremental £1 in cost, the company 
would have to make an additional £2 in 
revenue, translating to a target for innovation 
as double the cost. The targets for all 
innovation projects was to achieve at least an 
incremental £300,000 in revenue at the start 
of the project, otherwise it was deemed too 
small to offer any sense of investment. Highly 
complex projects, demanded at least a 
£400,000 revenue hurdle.

These hurdle rates experienced a great deal 
of push back internally, especially from 
Marketing & Sales who felt that they would 
stifle the brand and growth, but setting these 
factors aside for a moment, the figures were 
considered very conservative, using data 
from launched projects. We would 
recommend almost doubling those figures 
when taking into consideration the weighted 
Average Costs of Capital and a positive Net 
Present Value.

A real world example
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Financial Culture
The example on the previous page presents 
two opportunities for businesses in a similar 
situation.

irstly it benchmarks innovation costs.
This was the first time that this Exec team
had considered costs and hurdle rates for 
innovation, and the daylight that we were
able to shine on their innovation cost helped 
them change their innovation strategy for the 
better. They became more ruthless early on, 
and wasted less resources on projects that 
were unlikely to return a positive impact. Quite 
understandably, previous innovation had been 
considered by both the Marketing & Sales 
community as a cheap way to grow their 
respective accounts in the business whilst the 
costs weren’t specifically tracked or allocated 
to their budget. The reality was quite different.

Secondly it highlights the opportunity cost of 
innovation. That is to say how else could the 
people and the costs of innovation be involved 
in other parts of the business and return a 
higher ROI than innovation?

In the case of the client, people were 
re-focussed onto activities that could drive a 
higher return, and direct marketing costs for 
innovation such as design costs, listing fees 
etc were re-deployed to more effective sales 
generating activities.

The overall innovation budget for this client 
was in the region of £5m as stated in its 
annual report, which corresponds to the 
average amount of investment a large 
organisation puts into innovation according
to UK Government figures and tallies with an 
average 3% of turnover on Innovation. Some 
sources suggest it’s as high as 4.9% on 
average with food and drink reaching only 
1.3%!

There are significant intangible costs for 
organisations that cannot successfully 
innovate, some more damaging than the 
financial costs and risks of innovation.

We’ve met hundreds of companies, some that 
have a strong innovation culture and 
capacity, through to those few that don’t 
innovate at all.

Those companies that have limited long
term innovation success, their lack of success 
impacts them in unintended ways. Their 
culture is generally conservative and often 
defer decision making to the HIPPO (highest 
paid person’s opinion) in the room.

Hippos create doom loops!
Hippos slow progress and increase the 
likelihood of failure. The deferring of decisions 
to the HIPPO assumes they have time to 
make a decision, worse that everyone is on 
board with their worldview but worst of all, it’s 
also considerably riskier as the world of 
knowledge and insights of a wider audience 
are ignored.

Do HIPPOS call the shots in 
your NPD cycle?

Hippos may well be contributing 
unconsciously to “The Doom Loop”, a cycle of 
negativity in the business that comes from 
failure. Any action attempting to break the 
cycle will likely fail as the main decision 
system is deeply broken.
This leads to decisions that carry minimal risk, 
versus working to accept risk and mitigate 
through process. Minimal risk decisions start 
to impact the business negatively as it loses 
out in changing market conditions.
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These companies become depressing to work 
in, with knock-on effects like lower 
productivity, higher employee turnover and a 
poor recruitment profile.

It is not just internally that the doom loop is 
felt. External stakeholders such as retailers, 
distributors, and suppliers, see an advantage 
to be gained from consistently failing 
companies. Retailers and distributors demand 
higher listing fees and guarantees to clear 
stock should it fail, and are less likely to push 
distribution wide, thus reducing the chances 
for success.

When innovation fails to deliver growth, 
companies look to invest in short-term ways 
to deliver growth such as promotions and 
discounts. This often leads to brand equity 
challenges and lower accumulated returns. 
The revenue uplift from discount campaigns is 
reduced as consumers become used to them 
and rebase the perceived value of the 
product. Retailers become expectant of 
discounts and fixed costs promotions to fuel 
their growth.

An unintended cost of innovation failure
is increased costs overall and a gloomy 
organisational culture. Ultimately shareholders 
are affected by the doom loop too, they see 
their investments decline as growth slows and 
the company suffers.

All in all the costs and risk for innovation
are stark: somewhere between 1% and 15% of 
turnover, with somewhere around 80% failure 
rate. But even not doing innovation or 
innovating poorly has costs, often intangible 
costs, but costs none the less.

In our next paper,
we will explore what 

innovation should and 
can look like.

The State of Innovation
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Why traditional innovation fails?

Iteration, not innovation Traditional solutions and 
dwindling investmentsInnovation is a term used very liberally by 

the Consumer Goods industry to describe 
the vast majority of new product launches. 
However, most consumers would be 
forgiven for asking ‘where is the 
innovation?’. The vast majority of what CPG 
companies refer to as innovation is in fact 
iteration or evolution, offering extended or 
slightly improved versions of existing 
products & services.

Iteration is far less risky, but the results are
far less lucrative and do little for growth. 
Extending an already successful range of 
pizzas by one broadly accepted flavour 
variant is not really shifting the innovation 
needle nor is it going to transform the 
fortunes of the category, brand, or company.

Iteration removes many of the uncertainties 
that accompany innovation as it has been 
traditionally handled in CPG. An existing pool 
of buyers is present; a known price point 
exists; the channel is well defined; the 
packaging and promotional materials have 
previously performed.

Innovation using traditional methods 
doesn’t sufficiently or systematically 
address uncertainty, so it’s inevitable that 
outcomes are conservative. This goes a 
long way to explain why Innovation is 
failing in CPG.

It is clearly still possible to launch strong, 
innovative new products and services. It is 
however arguably much harder today than 
previously; competition is higher, categories 
are pre-defined, prices have reduced, new 
routes to market have opened up, increasing 
the consumer’s choice.

To succeed in innovation and gain 
cut-through, the investment levels required to 
compete are substantial, the returns variable 
and the risk of failure is unsustainable. Many 
businesses will start out with good intentions 
but begin to water down their approach as 
they witness the investment levels required 
and the uncertainty of outcome offered by 
the discipline as it stands. As a result, 
processes are introduced that are comforting 
to the executive, yet do not support 
conditions for good decision making in 
practice

Why Traditional Innovation Fails



1 - Over planning

2 - Relying on assumptions to make 
decisions

3 - Novelty over innovation - first to market 
doesn’t mean innovation

4 - Measuring the wrong things

5 - Missing the goal - the end result is the
sale, not the product

1 - People & process

2 - Data & testing

3 - Budgets, resources & structures

Combinations of these manifest in attempts 
to de-risk the decision-making environment. 
Businesses throw inappropriate structures, 
processes, data & resources at teams and 
individuals. However, those attempts often 
end in a poorer outcome than if no 
investment had been made in the first place.

Let’s take each in turn and understand in 
more detail what is going wrong. We expect 
some of these elements will ring true for you, 
we have experienced them over and over 
again.

Five bad things that happen when your 
Innovation process is flawed:

The drivers behind these problems can be 
grouped into three key areas;

Why Traditional Innovation Fails



We touched already on the phenomenon of the HiPPO (Highest Paid Person’s 
Opinion). Companies, much like society at large, have a tendency to accept 
the views of confident people, especially leaders. This deference can drive a 
lot of good things, including a vision for the company, it is however the worst
of behaviours to create innovation at scale and over the long term. The 
HiPPO’s opinion is perceived as fact and is never challenged. These opinions 
often become expensive innovation projects that lack validated consumer 
truth at any level.

Many of our clients’ execs refer to the
HiPPO effect as a major drag on genuine 
innovation and NPD success. In some cases
to the extent the HiPPO’s contrary opinion 
overrides stakeholder data acquired over
the length of the project. When asked for 
sign-off HiPPO’s rarely just say ‘yes, perfect’
- they always have a suggestion or 
amendment to throw in. Their ego won’t allow 
them to just sign something off without 
challenge.

Requiring a committee of HiPPO’s to sign off 
a new product or range is so often the death 
knell of Innovation in CPG today; the watering 
down of the product to a ‘safer’ or worse an 
unvalidated proposition is almost inevitable.

Considering the whole point of innovation 
being to drive business success it is strange 
that many New Product Developers are 
simply not targeted on margin. (more on that 
in the next section), and therefore pay little 
attention to the price.

Rarely do they challenge the pricing ceilings in 
a category by developing genuinely 
innovative products that consumers are 
demonstrably willing to pay more for. 

Equally, the team who are responsible for 
price or margin, are not responsible for 
developing the product.

This is directly linked to the traditional 
waterfall innovation process. A product or 
range of products is heavily documented right 
at the start of the development cycle. 
Everything is prescribed - formulation, price 
point, pack format, target customer etc. The 
innovation team then works with its suppliers 
to deliver on the brief.

At no point during the process are any of the 
product concepts tested in any way, either 
with target consumers or internal ‘customers’ 
such as supply chain, finance, store 
colleagues etc.

A Waterfall process leads to a total lack of 
flexibility. What can be manufactured is 
manufactured rather than what consumers 
want being the driver. The waterfall process 
has numerous repeatability benefits but being 
able to respond to changes mid-process is 
not one of them. It is a process that 
prioritises the process over the outcome.

1. People, process & structures
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Little thought is given to the question of 
‘should we be making this product’ by 
reviewing it from a consumer perspective. The 
only time everything is viewed as a whole is at 
the end when it’s developed and produced, by 
which point it is often too late and the 
business just shrugs its shoulders
and launches the products anyway.

It makes changes very difficult at any 
point after the initial scoping is complete

It excludes the end-user (in our case, the 
consumer) until far too late in the process

Nothing is tested until after development 
completion, by which point costs and 
time have all been used up

Problems can remain unnoticed until 
completion and launch

• 

• 

• 

• 

The software industry moved away from 
Waterfall development processes many 
years ago for the following reasons;

Beyond direct process issues, we also witness 
a bias of action. Many companies are biased 
toward the need to develop & launch 
something. They view inactivity as worse than 
poor activity. It would often be far more 
profitable to launch nothing with the 
innovation process performing as it so often 
does now!

 Many companies are 
biased toward the need 

to develop & launch 
something
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One of the key issues with the Waterfall process (and its variants) is a 
systematic lack of robust consumer intelligence or concept testing until far 
too late in the process. Or worse, no predictive outcome research or concept 
testing used whatsoever to review key decisions on the concept, formulation, 
pricing, packaging, or impact on category, to name but a few.

Retailers or manufacturers will from time to 
time research a new range idea at a very 
high level, but very rarely will they test or 
validate specific concepts during the 
development process, if at all. This is partly 
because the cost of effective testing has 
been prohibitive, slow and expensive, 
especially considering the sheer volume of 
product that should be subject to this level 
of rigour. This lack of validation almost 
guarantees the failure rates we experience 
today.

In the branded world, it’s not necessarily
a lack of insight that is the problem, but the 
wrong insight. Traditional methods applied by 
expensive, consultative agencies are not in 
line with the latest thinking on behavioral 
science. Still, they continue to be used 
because they’ve always been used, and they 
give the innovation & research teams the get 
out of jail card of ‘we tested it using the 
accepted means, don’t blame us it failed’.

In many instances, we also see poor or 
cynical interpretation of data. Solid data 
sources being misread to back up 
preconceptions in the team or worse, data 
being fudged to justify poor decisions already 
made, that carry large consequences if 
reversed.

The mindset of testing everything rigorously, 
as early in each process as possible and 
basing decisions on the proper use of good 
evidence has until now not been widely 
adopted in CPG. In the absence of fact-based 
decision making, subjectivity, gut feel and 
opinion are the currency of iteration and 
decision-making. In any other business 
discipline at scale this would not be 
acceptable, nor would the outcomes this 
behaviour generates systematically.

Rarely are products developed to meet a 
clearly defined pain point, they aim at vague 
areas that may or may not have a substantial 
impact on consumers’ lives. This approach, we 
call anti-lab (more of this later), results from a 
lack of understanding of target consumers - 
their habits, behaviours and lifestyle. 
Importantly, it demonstrates clearly that 
products are making it to market that have 
not been validated by consumers at key 
decision points.

2. Data, metrics & testing
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Data sources that we see readily available 
across the industry that don’t offer a great 
deal of value to the Product Developer:

EPOS data (i.e. sales data) - all this does is 
tell you what is working now in-store or 
online. Tracking this too closely as a 
product developer just leads you to make 
more iterations of what is working now, it 
doesn’t promote innovation or push 
category growth.

• 

Loyalty data - as above, this tells you what 
is happening now. It is arguably potentially 
a richer data source for the innovator as 
you can begin to map consumer behaviour, 
but it must be treated with caution, and it 
must be comprehensive and broad in 
nature.

• 

Market share data - most brands are 
obsessed with market share, and it is the 
death knell of innovation. A bigger driver of 
short-term market share than innovation is 
selling more product on promotion, or 
dropping prices to drive volumes. Any 
business that is in a highly competitive, 
market-share obsessed sector can kiss 
goodbye to becoming an innovative 
business; the conditions just will not allow it.

• 

Signal vs Noise. If a business observes a high 
volume of new product launches in a given 
category, there is a tendency to read this as a 
consumer-driven trend, one which they too 
must follow to remain relevant. A recent 
example of this is cold brew coffee; the sheer 
volume of product & brand launches in this 
space suggested it was an unstoppable trend 
developing into a new category. In fact, the 
opposite was true; it was a trendy, peripheral 
product in foodservice that for poorly 
understood reasons caught on in retail.

Very few if any of the individual products or 
brands impacted the market in the way that 
this level of new product release suggested 
would follow. This happens because 
businesses are applying the wrong metrics to 
judge the success of innovation.

We rarely encounter Innovators or Product 
Developers who are commercially targeted; 
many would argue it would result in 
counterproductive behaviours. These people 
are often targeted on the listing; getting the 
product on shelf on time and on spec as the 
goal, not how it performs commercially or 
what impact it has on the consumer. 
Launching new products that do not hit 
commercial or consumer penetration targets 
serve very little purpose for the retailer, 
manufacturer or crucially, consumers.

These metrics have no bearing on innovation 
or its motivations. They rarely have any 
association with consumer satisfaction such 
as customer or engagement, nor do they 
measure their impact on growth or margin. 
Equally they are rarely targeted on things 
such as margin.

These erroneous innovation KPI’s include;
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% of overall sales from new products 
(incentivising Product Developers to launch 
a mass of mediocrity)

• 

% of new products launched on time and on 
spec (doing little to impact the consumer 
positively)

• 

Total sales from new products (telling 
nothing about incremental sales or impact 
of category growth)

• 

Number of new products launched (making 
no reference to the quality of the 
innovation, it’s just the volume)

• 



There is a common doom loop that we witness time and again; a lack
of profit generated from failed or ‘average’ innovation launches, leading
to lower investment in innovation processes, in turn leading to even poorer 
innovation outputs, until the business stops innovating all together. It’s a 
cycle that is very hard to break. The less profit manufacturers and brands 
make from innovation, the less likely they are to make big confident 
investment decisions in the discipline.

It is almost inevitable that a more 
innovative team or startup will come 
along and take market share from the 
larger stagnant incumbent. Smaller more 
entrepreneurial companies and teams 
tend to be much flatter in structure.

Decisions made in these smaller, more agile 
groups tend to happen quickly, pivots are 
easier and less expensive to execute and 
sign-off by committee is non-existent.
Contrast this to the hierarchical structure
in many large organisations who are 
already gun shy of real innovation and it’s 
easy to see why startups and SME’s 
consistently outperform the larger 
organisations, whilst operating on far 
smaller budgets and resources.

In response to these challenges, large 
companies turn to innovation agencies to 
fill the gap, which is basically an 
acknowledgment that they don’t have the 
innovation capability internally. This is a 
poor, short-term solution that is unlikely to 
drive long-term innovation value. 3rd party 
agencies have their own interests and are 
unlikely to invest heavily in long-term 
innovation success for their clients who 
don’t sign up to long term agreements. 
Large organisations can’t rely on agencies
to plug a systemic gap in their structure.
To do so is merely postponing disaster.

3. Structure, resources & budgets
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Summary Part 1

This article has given a fair appraisal of 
the state of innovation and new product 
development in CPG based on our time 
working in and supplying services to 
companies in this industry.

There is a better, more fruitful and 
fulfilling way to operate that has positive 
impacts from the boardroom to the 
consumer. We invite you to explore how 
these proven processes can transform 
your innovation outcomes in the next 
section.



Using the latest research in neuroscience and 
behavioral economics to frame queries, Vypr 
dramatically improves the understanding of 
consumer buying choices. Vypr panels are 
made up of nationally representative cohorts 
in the UK, Germany and France. Through 
unique mobile technology, users receive and 
respond to questions anywhere, anytime, 
offering nearreal-time results.

Simply put, Vypr asks the right questions
in the right way. We provide robust predictive 
insights that our clients use to make good 
product development decisions throughout 
the entire process.

Follow our Blog to stay up to date with the 
latest developments in Agile product 
development and industry trends news.

vyprclients.com
+44 (0) 161 694 6320
info@vyprco.com

https://vyprclients.com/free-steer/

Vypr is a Manchester (UK) based technology 
business that transforms innovation
success for CPG companies of any size.

Founded in 2013, It’s 100% digital, 
high-frequency, agile approach to consumer 
testing is proven to increase product success 
over traditional methods.


