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I N T R O D U C T I O N 

As a team of award-winning, innovative communicators, Target 
is on a mission to help clients communicate brilliantly; to be 
understood, distinctive and chosen.

Close involvement with the directors, owners and senior managers 
of the growing firms and market leaders that we’re proud to count 
as clients, has revealed some of the challenges they face, internally 
and externally, in achieving and sustaining competitive advantage. 

In a fast-changing world, standing still means falling behind. 
There’s much talk of innovation, but what does it mean to 
innovate? What are the communications challenges faced by 
firms embracing innovation?

These are questions that Target has been exploring in search of 
insight to inform our work, share with clients and discuss with the 
wider business community. 

This special report offers a glimpse into the decades of academic 
research that exists and brings it up-to-date with a small study, 
conducted by Target’s Chief Executive Sarah Bryars as part of her 
MBA Leading Business. Our study explores the experiences of five 
chief executives, from manufacturing and service-based, small- 
and medium-sized businesses in the South West of England. 
We suspect the varied and candid perspectives they share will 
resonate with firms of all shapes and sizes, in all regions of the UK.
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Innovation is a buzzword that’s become part of everyday 
language, associated with the creation of new products 
and technologies, growth and entrepreneurialism. 

The potential for innovation to generate economic gain places it at the 
heart of the UK Government’s Industrial  Strategy1, in which it declares 
a vision for Britain to become “the world’s most innovative economy”.

There is a sense of urgency that drives this ambitious vision; Britain lags behind 
competitor countries when it comes to productivity. And while there are many 
factors that may influence productivity across an entire nation, when we look 
at the challenge from the perspective of an individual business, the case for 
embracing innovation is compelling. In simple terms, the development and 
application of new technologies, or different ways of working, can help firms 
to operate more efficiently and become more productive.

The fourth industrial revolution, Industry 4.0, is already here. The ‘Internet of 
Things’, connectivity, artificial intelligence and robots; the quickening pace 
of technology is impacting every sector, from farming to retail, aerospace 
to accountancy. Government funding to support research and development 
(R&D) is often directed towards specific areas of science and technology 
through Innovate UK and tax breaks for R&D are intended to encourage 
such innovation.

W H Y  I N N O VAT I O N ? 
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Industry 4.0 is not only good news for the ‘inventors’ of such technologies, 
software, or innovative products selling their wares. The pace of change 
requires businesses of all sizes and sectors to consider how to adapt. Even 
those who may not see themselves as ‘innovators’ must nevertheless apply 
fresh thinking to sustain competitive advantage in the new landscape.

INDUSTRY 1.0
INDUSTRY 2.0

INDUSTRY 3.0
INDUSTRY 4.0

Mass production, 
assembly line, 
electrical energy

Automation, 
computers and 
electronics

Cyber, artificial 
intelligence, internet
of things, networks

Mechanisation, 
steam power, 
weaving loom

THERE’S  NO T IME L IKE THE PRESENT 
TO BE DISCUSSING INNOVATION. 



It’s commonly talked about in relation 
to technology and R&D, a concept 
reinforced by the funding priorities 
and tax breaks previously mentioned.

However, Everett Rogers2, a 
renowned author on the subject, 
described innovation as “an idea, 
practice or object that is perceived as 
new”. The breadth of this definition 
embraces every kind of organisation; 
start-up or long established, service-
based or manufacturer, small 
independent or global giant. Rogers’ 
emphasis on the ‘perception’ of 
newness acknowledges the scope 
of organisations to endlessly adapt, 
reconfigure and re-present existing 
technologies, best practice or systems. 

But to what purpose? How does 
presenting something as ‘new’ create 
commercial value in a business?

THE INNOVATION SPECTRUM 
It’s helpful to think about innovation 
as a spectrum of activity. Two of 
the UK’s leading professors on 
the subject, Keith Goffin and Rick 
Mitchell3, describe three degrees of 
innovation; incremental, breakthrough 
and radical, each progressively 
different from the innovator’s core 
existing offer and customer-base.

The first level of continuous 
improvement relates to an 
ongoing effort to enhance 
existing products or to introduce 
new products and services that 
address the current market. 

The second describes “new products 
or services with unique features that 
provide real benefit to customers”, 
generating growth by side-stepping 
into adjacent markets. 

Truly radical innovation breaks 
existing boundaries to develop a 
compelling offer for markets that 
do not yet exist, or new business 
models that transform markets.

INNOVATION STRATEGY 
Decisions about what type of 
innovation to pursue come down 
to business strategy. A mix of 
incremental improvement and 
market penetration (selling updated 
versions of existing products in 
existing markets), designing new 
products for existing markets and 
market extension (taking existing 
products into new markets) may 
be attractive to a market leader 
keen to maintain its dominance.

A firm ready to embrace ‘risk’ may 
choose diversification, experimenting 
in a new market with a radical 
innovation that is a departure from 
its core product.

Each organisation will determine  
its own innovation strategy to suit 
its overall vision and objectives.

INNOVATIVE PEOPLE 
In a firm pursuing an innovation 
strategy, whose task is it to innovate? 

While many firms have clear processes 
for new product development involving 
technical specialists, marketing and 
operations roles, for others innovation 
is a company-wide approach.

Embracing something new implies a 
degree of change, and change often 
requires new knowledge. A capacity 
for learning – and an environment 
in which curiosity is encouraged – 
may be conducive to innovation 
that reaches beyond department 
boundaries and job descriptions. 
Here, we’re talking about culture. 
And the shaping of culture, like 
strategy, is a leadership responsibility.

Innovation, then, as a spectrum of 
activity from continuous improvement 
to radical disruption, requires both 
strategy and an appropriate culture 
to succeed. This would suggest that 
it is as relevant for those innovating in 
products and technologies, as it is for 
service-led growth-orientated firms. 
But is this how innovation is viewed, 
in practice?
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Innovation is a term used frequently, but with many interpretations. 

D E F I N I N G  I N N O VAT I O N 

INCREMENTAL 
SUSTAINING 

BREAKTHROUGH 
 

RADICAL 
DISRUPTIVE

S T R AT E G Y
A SPECTRUM 

OF INNOVATION
Current products, 
services & markets
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Interestingly, in most cases 
continuous improvement 
was considered to be more 
important than the requirement 
for new products or services in 
order to achieve their business 
goals. Despite this, only one, 
a software developer, initially 
considered this to be a type 
of innovation. 

However, during the course 
of being interviewed, as they 
reflected on innovation within 
the context of their own firms, 
most participants acknowledged 
a wider definition of innovation 
which they recognised as being 
present within their companies. 
This included seeing systems 

and processes, including the 
‘re-purposing’ and adaptation 
of existing ideas, practices or 
technologies, as innovative.

If firms do not classify aspects 
of improvement, adaptation or 
systems and service development 
within their own companies as 
innovation, might such initiatives 
be less likely to feature in a 
conscious, defined strategy with 
appropriate resourcing? 

If leaders are unconscious of 
innovation in their businesses, 
this might inhibit their ability 
to develop the necessary 
skills and strategies to exploit 
innovation fully. 

OUR FINDINGS:  INNOVATION 
AS A RELATIVE CONCEPT
In Target’s study, innovation was typically perceived 
as product-related, rather than attributed to services 
or systems. ‘True innovation’ tended to be associated 
with ‘invention’, measured in patents or offering some 
form of technological breakthrough. Manufacturers or 
‘product makers’ were more likely to classify themselves 
as innovative rather than service-based firms.

SENIOR PARTNER OF  A  LEGAL  PRACT ICE

“ …we’ve always been very interested at looking at new opportunities which 
other people might not look at, or might not have the courage to grasp... 
We are a harvester of ideas from inside and outside the business.”
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Searching online for innovative businesses, it’s easy to find examples of high-flying young 
start-ups, the “ones to watch”, and highly successful large, global, established firms.

However, the majority of UK 
companies fall outside of these two 
ends of the scale. Figures from the 
Department for Business, Energy 
& Industrial Strategy4 show that 
99% of private sector employers 
in the UK are small and medium-
sized enterprises (SME), with 1-249 
employees. What might innovation 
look like from an SME perspective? 

Successful micro businesses (with 
up to 10 employees) tend to 
thrive on the energy of founding 
entrepreneurs and a small, loyal, 
enthusiastic team that shares a clear 
vision and sense of ambition. As 
businesses grow, they inevitably 
develop more structures and systems 
in order to effectively manage more 
staff, customers, suppliers and, 
perhaps, multiple sites. Management 
teams very often remain ‘hands on’ 
in SMEs, juggling time and attention 
between working ‘in’ the business, 
and working ‘on’ the business. As a 
consequence, plans and strategies 
may not be as fully formed or 
rigorously pursued as those of very 
large companies with executive 
teams dedicated to the task. 

So, when it comes to establishing a 
clear innovation strategy, what are 
the constraints and opportunities 
that SMEs may face? Is it different 
for owner-managed businesses?

OUR FINDINGS:  A 
TENDENCY TO IMPROVISE

STRATEGIES AND 
PROCESSES 
Whether pursuing radical disruptive 
innovation or sustaining incremental 
innovation, decisions about where 
to direct a company’s resources 
may be considered part of its 
business strategy. In this study, 
Target found that decision-making 
processes were often poorly defined 
within the SMEs interviewed. Even 
where a clear business strategy for 
innovation was present, the MD of an 
engineering firm in the oil and gas 
sector acknowledged that there are 
“products and services that come out 
of the organisation without necessarily 
being driven by the defined strategy.”

The smallest of the firms in the study 
had no formal business plan and 
described its innovation process as 
“chaos”; a chaos that they were in 
the process of trying to manage by 
developing some agreed structures.

But for the MD and engineer who 
designs and manufactures luxury 
sports equipment, the creative 
nature of design benefits from a 
lack of rigid process:

“Anything that’s to do with creativity 
you can’t really force… you cannot 
say ‘right, for this hour we are going 
to be innovative and then we are 
going to do something else’. It 
doesn’t really work like that for me.” 

SIZE –  HIGHS AND LOWS 
In comparison with larger businesses, 
reduced bureaucracy in smaller firms 
can make the innovation process 
faster, as described by the MD 
above, “we build things ourselves 
and can change things right now, 
for tomorrow’s production.”

D O E S  B U S I N E S S 
S I Z E  M AT T E R ? 

MD OF A  SOFTWARE DEVELOPER  AND SERV ICE  PROVIDER

“...we’re trying to develop a process whereby when 
somebody has an idea to do something, we pop it in to 
a process so we can identify is it possible, how much is 
it going to cost, how long is it going to take, but even, 
what we’re not very good at but getting smarter at, is 
anyone going to buy it?”



But the disadvantages of being 
smaller may include limitations to 
their capacity to innovate through 
physical and financial resources, and 
the knowledge or skills held within 
the firm. The software developer’s 
MD identified the lack of marketing 
or sales expertise within the firm 
and the consequential difficulty 
in generating revenue from the 
products that it was spending  
time and money developing. 

INFLUENCE OF THE 
OWNER-MANAGER 
This study also reveals the influence 
of the owner-manager on the 
strategic innovation decision-making 
process. Four of the five SME 
business leaders interviewed are 
owner-managers of their firms, and 
each expressed degrees of personal 
intervention or influence. 

As the MD of an engineering firm 
explains, “if it’s not in my budget I can 
actually say I’ll sacrifice some profit 
this year because I think that’s a great 
prospect.” This freedom to “make 
our own decisions” lies not just in 
selecting which ideas to progress; 
there is also evidence of the owner 
as innovator, the originator of ideas. 

While the chief executive who is not 
an owner-manager also expressed 
deep conviction and some subjectivity 
in the process of developing 
innovation projects, the actual 
decision-making process was shared 
among the senior management team. 
This more ‘democratised’ decision-
making was also evident in the 
partnership model of the law firm.
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If we consider that communication is a process of sharing 
information in such a way that our intended meaning  
is understood, then its impact will be felt wherever  
we’re trying to get people on board with an idea, a  
new strategy or to take a particular course of action. 

But getting our intended meaning across is not a 
one-way process of brain-washing. Understanding the 
perspectives of stakeholders (such as customers or staff) 
means we can make our messages relevant to them. 
The more relevant our message is, the more resonant 
and compelling it will be. 

So, how might effective communication have a bearing 
on innovation?

Target’s study explores four aspects of innovation  
where internal and external communication may  
have an influence. These are:

1.  CULTURE 
  Creating a working environment conducive  

to innovation

2.  CUSTOMER CO-CREATION 
  Gathering insight and involving customers

3.  VALUE PROPOSIT IONS 
  Articulating a compelling reason for  

customers to buy

4.  MARKET DIFFUSION  
  Communications adapted to people’s differing 

attitudes to innovation

T H E  R E L E VA N C E  O F 
C O M M U N I C AT I O N S
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Culture can be simply described as ‘the way we do things’ 
in an organisation; the attitudes, behaviours and values 
that are evident day-to-day within a specific company.

The values that leaders prioritise will affect how employees behave and, 
in turn, how customers or other external stakeholders experience the 
business. Far from being a ‘PR exercise’ of buzzwords to decorate the office 
wall, articulating meaningful values is a fundamental step in shaping an 
environment that will be conducive to achieving the goals of the business. 

“When we hold strategic messaging workshops with board directors, there’s 
always a discussion around the kind of culture that they envisage for future 
success. With candour, that’s not always reflected in the current situation, or 
even in the behaviours of some of the leadership team. Acknowledging this 
within a closed and trusted forum is really important, then we can support 
the directors to articulate the vision and values that they want to make real 
and plan how to bring it to life throughout the organisation,” explains  
Sam Kandiyali, Director of Target.

C U LT U R E 

SENIOR PARTNER,  LEGAL  PRACT ICE

“...the utopia of 130 people really feeling part of the same team, really 
understanding where we’re going, having a common understanding of 
the values… out of their silos and working with each other... that would 
be great and that’s partly about communication.”
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AN INNOVATION 
CULTURE? 
For businesses pursuing an 
innovation strategy, to what 
extent should innovative 
behaviours be prioritised as a 
holistic company-wide culture? 
A strategy of continuous 
improvement may demand a 
universal approach where the 
motivation to ‘strive for better’ 
crosses department boundaries. 
In contrast, an emphasis on 
radical innovation may see the 
new product development 
process (NPD) owned by a 
specific group of people. What, 
then, motivates everyone else 
in such a firm? Are they ready 
to perform their role in an 
organisation that’s going to 
disrupt the market? 

INTERNAL 
COMMUNICATIONS 
Employee engagement 
is crucial for a productive 
workforce; evidence5 shows 
that productivity increases by 
as much as 18% compared 
to a firm with low employee 
engagement. It follows that care 
should be taken to develop 
internal communications that are 
involving, not just instructional.

OUR FINDINGS:  CULTURE AND 
INTERNAL COMMS ARE MUST-HAVES
CULTURE MATTERS 
The five businesses in our study 
were unanimous and emphatic in the 
importance they placed on culture, 
seeing it as “critically important” to 
achieving their business goals.

Despite the contextual variance 
of what innovation ‘looks like’ for 
each business, most participants 
considered their particular culture 
to be important in contributing to 
the company’s ability to innovate.

In contrast, the manufacturer of 
luxury sports equipment – for whom 
innovation is seen as purely the role of 
product engineers (about 20% of the 
staff) – did not see culture as crucial for 
innovation. But this did not diminish 
the leader’s view of the importance  
of culture for business success:

It seems culture is no more or less 
important to a business pursuing 
an innovation strategy, than for any 
organisation seeking to achieve its 
corporate goals through an engaged 
and productive workforce. 

EFFECTIVE INTERNAL 
COMMS EMBEDS CULTURE 
While tactics varied, all participants 
acknowledged that internal 
communications are important for 
embedding their corporate values 
and developing a culture conducive 
to success.

Where employees are spread across 
more than one site, communications 
may present particular challenges. This 
was the case for one engineering firm. 
Despite sharing company information 
and replicating many of the central 
business systems, differences in 
the roles and responsibilities of the 
team on its two sites appear to have 
contributed towards a cultural divide.

In order to improve integration, team 
functions were in the process of being 
shared across the two offices, including 
opportunities for engineers in each 
location to participate in R&D. 
Personal, face-to-face communication 
and shared social exchange – such as 
a joint Christmas party – seemed to 
be important in an attempt to try and 
“integrate the two businesses more.”

In contrast, despite being based on a 
single site, another manufacturer has 
found that digital communication has 
helped to support internal messages 
for employee engagement. Half 
the workforce does not have access 
to a computer, desk or email, so a 
WhatsApp group was started for 
all staff that they can access on 
their mobile phones. This is used 
particularly as a way of saying ‘thank 
you’ for positive team performance  
in between monthly staff meetings.

As with culture, good internal 
communication is essential irrespective 
of a firm’s approach to innovation.

“[The process of 
establishing values] 
wasn’t designed around 
being innovative, it was 
designed around being 
a good place to work 
and people wanting to 
be here and having the 
right kind of attitude.”
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Whether designing improvements to existing products or 
services, or creating entirely new ones, it’s imperative to 
understand the market opportunity and seeking customer 
insight is often part of this process. However, the ways in 
which customer insight is gathered and the degree to which 
customers should be involved during product development, 
is widely debated.

A study6 by Anders Gustafsson and colleagues, published in 
the Journal of Service Management in 2012, found that when 
undertaking incremental innovation it was important to spend 
time with customers, understanding their context, treating 
them as equal partners and focusing on co-creating content 
as part of that conversation. While learning from frequent 
contact with customers was important for radical innovation 
too, suggestions of actual content of innovations were less 
important. It’s the relationship, understanding of context and 
dialogue that matters during radical product idea generation, 
rather than developing specific ideas together.

Since innovation strategies may include both incremental 
improvement – sustaining a brand-leading position perhaps 
– and more radical new product development in an emerging 
competitive market, it may be necessary to employ both 
approaches simultaneously. 

When innovating, is it better to be 
“customer-led” or to “lead the customer”?

C U S T O M E R 
C O - C R E AT I O N

CEO,  ENGINEER ING MANUFACTURER

“On our [Product X] technology, we didn’t want to share that with anyone, 
even when we were developing it, because we knew it was going to be 
completely disruptive and what we didn’t want to do was to give any potential 
competitor a chance to get a sniff of what we were doing... even when we 
trialled it, the customer really didn’t know what they were trialling.”
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OUR F INDINGS: 
CO-CREATION IS  NOT 
NECESSARILY SEEN AS 
A HIGH PRIORITY FOR 
INNOVATION

In our study, the manufacturer of luxury sports 
equipment was clear that “most of the things that 
we have ever designed, nobody has ever asked 
for”, reflecting the perspective that the innovator 
leads the customer when designing completely new 
products. In direct contrast, the catering equipment 
supplier was more likely to involve the customer for 
new areas of product/service development, than for 
adjustments to existing services:

“...if it’s just a tweak to our existing product... 
nothing ventured nothing gained, we might just 
go straight to launch. If it’s something new and 
a departure, we’ll go out to the customer base.” 

The engineering firm in the oil and gas sector 
involves the customer throughout its product 
development stage-gate process, acknowledging 
that once they “become part of it… they become 
your internal sales person in that client”. However, 
the need for secrecy in developing breakthrough 
innovations, versus the benefits of customers 
‘buying in’ to the new product through co-creation, 
presents an inherent contradiction. 

The approach to collaboration and co-creation was 
much more fluid for the software developer and the 
legal practice, where client relationships frequently 
involve adapting their services (their expertise) to the 
specific client’s needs. Across all the respondents, 
understanding the needs of clients appears to 
be undertaken as an aspect of maintaining client 
relationships, rather than a deliberate innovation 
strategy of co-creation. It was most evident, and 
ranked most highly, by the participant with the most 
defined product development processes.

OUR FINDINGS: 
COMMUNICATION 
FOR THE PURPOSE OF 
GATHERING INSIGHT 
IS  OFTEN REACTIVE

How do these differing approaches to co-
creation influence the way firms communicate 
with their customers in order to gain insight?  

The tactics among respondents included surveys 
dispatched routinely (but with little importance 
attributed to whether or not people replied) 
and responding to incoming calls or emails 
from clients. The manufacturer of luxury sports 
equipment relies on products coming in for 
servicing to gain insight into aspects of the 
product that might require improvement. While 
it is reactive, this is a shrewd and deliberate 
strategy to improve the product and protect 
their brand reputation by servicing the products 
in-house, ensuring quality control.

In contrast, the legal practice places a high 
degree of importance on personal interaction, 
relationships with individual clients and their 
networks. For the engineering firm in the oil and 
gas sector, face-to-face communication with 
clients is vital too, expressly between engineers. 

While communications activities in order to 
gain insight of the customer’s views on products 
appears to be reactive and inconsistent, our  
study showed that more informal communications 
that support relationship-building were common 
across most.
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There are two important aspects to consider with regards to creating 
value propositions: first, identifying the ways in which a product or service 
will deliver value to its intended customer segment and, second, the 
subsequent articulation of that ‘compelling promise’.

Step one may seem straightforward. The careful analysis of customer 
need forms part of the market insight gathered. However, rather than 
value being delivered boxed and ready to go at the factory gate, 
the concept of ‘value in use’ suggests that value only exists once the 
product or service is experienced by the customer. Value becomes 
contextually specific.

This makes step two more challenging. If value is in the eye of the 
beholder, the value proposition becomes more difficult to summarise 
for an entire market in a single, snappy sentence.

“The strategic communications approach we take to this challenge is 
to identify the essence of the value simply, then tailor more nuanced 
messages towards segments who may share common approaches to the 
way a product or service is used. Developing a value proposition isn’t the 
same as copywriting a catchy advertising strapline, although they should 
work well together,” explains Sarah Bryars, Chief Executive of Target.

The need to help a customer differentiate one 
company’s products from those of its competitors or, 
in the rarer case of an unrivalled radical innovation, 
encourage them to purchase something unfamiliar, 
requires a firm to be clear about the value a customer 
will derive from choosing to purchase. The statement 
that defines this compelling reason to buy is commonly 
referred to as a value proposition.

ESTABL ISH ING VALUE 
P R O P O S I T I O N S 
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OUR F INDINGS:  THE PROCESS OF 
DEFINING VALUE VARIES 

Often the value proposition is ‘built-in’ to the innovation design process, while in 
other instances it appears to be ‘retro-fitted’ to the product as a marketing activity 
once it is ready for launch. 

The risk of not defining the value of a product at the start may be that resources are 
wrongly prioritised towards products for which there is not a clear need, or that may 
be unlikely to generate a return. The software developer in our study admits to being 
“terribly good at making very good things, but we’re pretty rubbish at selling them.”

In contrast, despite the fact that the engineering firm in the oil and gas sector 
determines the value or “benefits” (which it distinguishes from product “features”) 
towards the end of the design process, the “thought process begins early, but 
doesn’t need to be articulated until the end.” This approach was shared by the 
manufacturer of sports equipment, who finds the messaging can be “tricky.” As 
a luxury product, there’s no financial advantage integral to the value proposition; 
points of difference and desirability are deemed more important than price.

OUR FINDINGS: 
DIFFICULTY 
ARTICULATING 
THE VALUE 
PROPOSIT ION 
MESSAGE

For most respondents, the 
importance of articulating 
a value proposition was 
about being distinctive, 
rather than ‘me too’. 
However, expressing the 
value proposition was often 
considered difficult.

This complexity was 
exacerbated for the 
engineering firm in the 
oil and gas sector in two 
respects. First, the need to 
influence both specifiers 
and customers presents the 
challenge of “having to get 
the message out to the right 
people, the people who 
are not buying, but may be 
specifying.” Second, the 
firm found that the value 
proposition for a product 
may change over time, as the 
market context evolves and 
competition increases: 

“...when we were at the peak 
of the [oil and gas] industry, 
[the point of differentiation] 
was capacity. Can you deliver 
on time? Yes. You’ve got the 
job. Now, it’s everyone can 
deliver on time because there’s 
too much capacity, [so the 
question is] how much is it?”

This led the firm to “stop 
competing” with more 
mainstream products and 
focus on targeting specifiers 
with its breakthrough 
innovations, in its core market 
of oil and gas, and in new 
markets including rail.

ESTABL ISH ING VALUE 
P R O P O S I T I O N S 

CEO,  CATER ING EQUIPMENT SUPPL IER

“It depends if the product is there before the idea to 
take it to market. So, [Product A] you had to define the 
value proposition because the product wasn’t defined, 
we had to create the product and say ‘what do people 
want, how’s it going to work’, so you actually do that 
pretty early on. With [Product B] ...the product is the 
product and then it’s just a case of does the market 
want it, get it launched and get it out there...”

MD,  SOFTWARE DEVELOPER  AND SERV ICE  PROVIDER

“...it’s got to the stage of having this thing and thinking, 
right, well let’s convince people it’s good, convince 
people to buy it. [Articulating the value proposition 
at an earlier stage] would help us make that critical 
decision of are we going to do it, or are we not.”
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The rate at which new products or services are adopted can be understood 
in relation to Everett Rogers’ concept of market diffusion. Market diffusion 
theory acknowledges that people will react differently to the perceived 
‘newness’ of an innovation – how radical it may appear.

TECHNOLOGY ADOPTION CURVE 
The five adopter categories identified by Rogers are 
innovators, early adopters, early majority, later majority 
and laggards. It is a person’s approach to innovation that 
determines their ‘type’ and, therefore, the length of time it may 
take them to understand, accept and choose to adopt the 
new ideas on which the innovation is based, relative to others. 
This is illustrated simply in the technology adoption curve.

INNOVATION-DECIS ION MAKING PROCESS 
Wherever someone sits on the technology adoption 
curve, there are thought to be five stages in their 
decision to embrace a new product – knowledge, 
persuasion, decision, implementation, confirmation. 
How fast each ‘type’ moves through the stages varies; 
it’s more speedy for an innovator and early adopter, 
than for the more cautious late majority.  

M A R K E T  D I F F U S I O N 

TECHNOLOGY 
ADOPTION CURVE
EVERETT ROGERS

2.5% 
INNOVATORS

13.5% 
EARLY 
ADOPTERS

34% 
EARLY 
MAJORITY 
ADOPTERS

34% 
LATE 
MAJORITY 
ADOPTERS

16% 
LAGGARDS

“The technology adoption curve helps us to understand the differing 
attitudes towards a very innovative product that we might encounter 
in the marketplace. It’s as relevant in a business-to-business situation 
as it is for consumer campaigns. Individual people or businesses 
rarely ‘change their spots’, so this is not a case of following them as 
they move through the curve, but understanding their inclinations.” 
SARAH BRYARS ,  CEO,  TARGET
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TAILORING COMMUNICATIONS 
Particular communication strategies will be suited to 
different stages of the innovation-decision making process. 

The first two stages (knowledge and persuasion) are 
particularly relevant for incorporating into PR planning. 
People seek ‘awareness-knowledge’ in the first stage 
of decision-making, so appearing on the radar through 
print and online sector or special interest titles and social 
media helps to pique interest. This is then followed by 
the potential customer seeking ‘how-to knowledge’, 
as they begin to understand how the product works 
and how it might be applied in their situation. Video 
animations, technical explanations and case studies 
help to achieve this. 

Having grasped the concept, the second stage of 
‘persuasion’ is not about the hard sell, but the realisation 
that takes place as the customer contextualises their 
growing understanding of the product and its potential 
to solve their problem. Interpersonal communication is 
most powerful at this stage because it creates the room to 
explore, ask, discuss in a more personal and meaningful way.

 
CPD events, seminars, peer networks, conversations at 
trade shows, social media networks and online forums; 
these are all channels that might provide opportunities 
for ‘persuasion’. Trial is important at the decision stage, 
but this can be other people’s experience of ‘trial’ through 
case studies. From that all-important ‘decision’ to buy, 
follows implementation and then the experience of using 
the product confirms that this was a good decision.

It’s often the case that ‘preventive innovations’ can 
have a slower adoption decision-making process. This 
depends on the perceived likelihood and impact of the 
negative outcome happening without the innovation. 
In this instance it’s important to tap into the ‘anxieties’ 
or quantifiable impacts of the consequences of not 
adopting the innovation. Topicality is important; 
something in their business, or the wider industry, might 
become a ‘cue-to-action’. An incident or story that is 
front of mind can increase the imperative to act.

Innovators will have multiple customers at different  
stages simultaneously, so a communications programme 
that embraces a variety of tactics is usually necessary.

KNOWLEDGE

HOW-TO 
KNOWLEDGE

Video animation

Case studies

PERSUASION DECISION IMPLEMENTATION CONFIRMATION

AWARENESS 
KNOWLEDGE

Mass communication

Press

Social media

REALISATION

Interpersonal 
communication

CPD events

Online forums

TRIAL

Case studies

Testimonials

Sampling

ADOPTION

Customer service

Social media

EXPERIENCE

Advocacy

Case studies
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The market diffusion process may be multi-layered 
involving customers, influencers and end-clients.

The role of specification adds an interesting 
dynamic, where the customer may be influencer, 
advocate and even “internal marketing person” 
having involved them deeply in developing the 
innovation together, in the case of the manufacturer 
in the oil industry. 

CONSUMER VS 
BUSINESS-TO-BUSINESS VARIANCES 
In contrast, the manufacturer of luxury sports 
equipment serving a consumer audience describes an 
existing customer-base eager to join a waiting list for 
the latest product. These ‘early adopters’ are the core 
market for its luxury sports equipment, so there is little 
perceived need to appeal to, or educate, a ‘majority’ 
audience for their most innovative signature products. 
Instead, they see their growth coming from exposure 
to more and more ‘early adopters’:

Differences between marketing innovative products 
towards a business-to-business or consumer audience 
are observed by the catering equipment supplier. 
When launching an innovative model for hiring catering 
equipment to small businesses such as coffee shop 
owners, the leader likened this to the consumer market 
“because you’re dealing with independent owner-
operators, … the person making the decision.” Finding 
the first customer was important because from there it 
“becomes infinitely easier.” The “right” first customer 
was someone who was interesting and ‘on trend’, 
perhaps considered an innovator, and could help to 
spread the word, through the use of video case studies, 
social media engagement and the website. Here, online 
marketing is an integral part of the process of diffusion. 

OUR FINDINGS:  SPECIF IERS AND CUSTOMERS 
PRESENT LAYERS OF DIFFUSION  

“...we are tiny, so we are finding new 
people all the time… we are getting more 
credible all the time... the product gets 
better all the time and we are finding 
new places to sell.”
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BREAKING NEW GROUND:  
TRIALABIL ITY AND THE F IRST CUSTOMER 
The importance of the ‘right first customer’ was also 
evident for the catering equipment supplier when 
launching products among larger public and private 
sector organisations, but the role of market influencer 
and the importance of ‘trialability’ was far greater. The 
need for trial before purchase only diminished where the 
financial risk was reduced (paying monthly rather than 
outright purchase) and there was a level of trust based 
on a past relationship. Decisions based on the user 
experiences of others ‘like me’, where case studies may 
be seen as a ‘vicarious’ trial, was noted by the software 
designer and service provider too. Winning a customer 
in one sector, may become a “great reference site” to 
reassure others like them.

Where a business is diversifying into an entirely new 
market sector, the challenges of adoption are more 
significant, as the engineering firm has found adapting 
one of its radical innovations, first developed for the  
oil and gas industry, for the rail sector:  

SOME INNOVATION MAY NOT 
REQUIRE MARKET DIFFUSION  
Of those interviewed, only the legal 
practice showed little relevance of market 
diffusion. This may reflect the nature of the 
relationship between the practice and its 
clients when innovating products together; for 
example, setting up volume property services for a 
mortgage lender and contractual tariff and payment 
agreements for a renewable energy firm. These 
expert services were developed as products specifically 
to respond to a client’s needs, not as products to be 
offered more widely.

This exception suggests that where innovation is to meet 
a specific client’s needs, it may not be necessary to secure 
adoption from a wider market. This, and the experience 
of the manufacturer of luxury sports equipment, suggests 
that in some instances success can be achieved from 
innovation without achieving market diffusion.

“When you’re bringing new products to the 
market your external communication has to be 
in education, has to be. We’re trying to find 
and educate customers that we don’t know 
exist. We don’t know who they are... That, I 
think, is currently one of our biggest challenges, 
communicating to all the potential clients and 
finding them... as soon as we finish the qualification 
of our hardware, it is the key part of making a 
product or service successful, without a doubt.”
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1 :   THE OPPORTUNITIES FOR SMEs TO 
INNOVATE MAY BE UNFULFILLED.

Innovation is a spectrum of activity from continuous 
improvement to radical product development. 
Perhaps because it is hard to pin down, headline 
acts grab the spotlight reinforcing a simplified notion 
of product invention, underlined by criteria for 
government funding. Consequently, innovation may 
not be on the radar for many businesses, limiting the 
opportunities for them to consciously develop their 
own innovation growth strategies. While there’s lots 
to learn from both very large innovative organisations 
and high-flying start-ups, the challenges for SMEs 
will differ, including the influence of the owner-
manager on the firm’s ‘innovation ambition’3 and 
decision-making. Smaller firms are considered highly 
adaptable, a great advantage to those pursuing a 
strategy of innovation.

3:   CUSTOMER CO-CREATION IS  COMPLEX AND INCONSISTENT.
In the ‘co-creation spectrum’ from total isolation to giving the customer the tools to create the product 
themselves, firms were unclear about the need for customer co-creation. While they showed some ambivalence 
about the importance of involving customers in product development, all of the firms described undertaking 
some basic processes for gathering customer insight. However, these activities were often a passive reactive 
approach, not proactive or systematic. In contrast, customer/client relationships were a priority for most as a 
means for understanding the rich context in which specific customers operate. This appears to be more closely 
associated with effective customer management, than with a strategy for innovation. 

2:   CULTURE IS  VITAL,  NOT JUST 
FOR INNOVATORS.

There was consensus among participants 
that culture was a vitally important factor in 
achieving their goals for the business. An 
intent to be innovative does not need to 
be explicit within the values, but a positive 
and engaged workforce is conducive to an 
environment in which innovation can take 
place. Internal communications are important 
for embedding and reflecting the culture of the 
organisation consistently across departments 
and sites. This was usually conducted through 
a mix of formal, informal, personal and group 
communications. Internal communications 
scored highly as having a bearing on their 
successful innovation, but most participants 
identified room for improvement.

The purpose of this special report is to capture some insight into how innovation 
is perceived and enacted within small and medium-sized companies, and to 
consider a few specific areas of innovation where communications may have a 
bearing. We make no claims to be statistically representative of UK business as 
a whole, but offer some observations that we hope contribute to discussion and 
consideration among forward-thinking firms.

WHAT POSS IBLE 
CONCLUS IONS 
CAN WE DRAW? 
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4 :   ARTICULATING VALUE 
PROPOSIT IONS MAY BE 
AN AREA OF WEAKNESS.

While the importance of differentiation was 
widely acknowledged, it can be difficult to 
articulate the most important messages 
about why a customer should buy. This may 
be because clarity of the value proposition 
is not fully explored during the product 
design process, compounded by the lack of 
particular skills within the firm to convey the 
most important messages, simply. 

For those who consider that value is 
contextually specific, experienced by 
the user not given by the producer, the 
answer may not lie in one over-arching 
message but more nuanced, targeted 
communications. This may be particularly 
pertinent to firms dealing with specifiers in 
the route to market. Articulating messaging 
early and throughout the innovation 
process is suited to a joined-up approach, 
rather than departments operating in silos.

5:   MARKET DIFFUSION DEMANDS 
MULTI -LAYERED STRATEGIES.

When simplified, the technology adoption curve may 
imply that the goal is to achieve penetration across an 
entire marketplace; striving to win over each adopter 
profile in turn. For corporate giants, economies of 
scale drive the need for mass production and volumes 
of consumers. However, SMEs may be more niche. 
It requires careful market segmentation to develop 
strategies that are scalable for growth but not mass 
market, such as the luxury sports equipment manufacturer 
and the engineering firm in the oil and gas sector. 

Secondly, there may be a link between customer 
co-creation and market diffusion. The role of 
specification adds an interesting dynamic, where 
the customer may be influencer, advocate and even 
“internal marketing person” having involved them 
deeply in developing the innovation together.

Without doubt, the more that’s understood of  
the innovation-decision making process and the 
attitudes towards innovation of prospective 
customers and influencers, the better aligned 
and effective the communications.

THE BIG PICTURE
It’s clear that communication has a bearing on innovation in many ways. From the importance 
of internal communications for creating an environment in which organisations encourage 
learning, ideas, critical thinking and unity towards an agreed vision. To the external exchanges 
with customers that are necessary for deep insight and understanding of their perspectives, in 
order to meet known and hidden needs. And the articulation of value that may be complex 
and nuanced, into simple, resonant language, delivered through relevant channels. 

For small and medium-sized businesses, an inclination to ‘improvise’ makes them flexible and this 
could be an advantage for innovation. To maximise this advantage requires deliberate intent; a 
plan that brings together the range of skills and activities for each step of the innovation process, 
including communications.
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Target is an award-winning agency 
that helps clients to communicate 
clearly in a fast-changing, noisy world.

Each business must find its distinctive voice and a 
compelling message that elicits action. From the 
most advanced engineers, to daringly disruptive 
innovators, or much-loved market leaders; we help 
clients to be understood, distinctive and chosen by 
the people that matter to them.

For more than 40 years, we have been combining real 
world strategic advice with creative hands-on help to 
support businesses of all shapes and sizes to achieve 
their goals through excellent communications.

Discover more about our range of services and client 
experience at www.targetgroup.co.uk or contact 
sarah.bryars@targetgroup.co.uk.

A B O U T 
TA R G E T
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