ORGANIZATIONAL FAILURES IN INNOVATION

Learning from Innovation Tournaments

Christian Terwiesch and Patrick J. Brennan

Just as American Idol can winnow down thousands of wannabe singers into one potential superstar,
companies can use a tournament strategy to manage innovation and capitalize on new ideas. From
January to May 2012, more than 1,700 ideas were submitted during an innovation tournament conducted
at the University of Pennsylvania Health System (UPHS). With only a handful being selected for
implementation, there were, by definition, failures. But the tournament process itself was a win for
UPHS. All of the entries came from employees who were energized and enthusiastic about making a
difference. Holding an innovation tournament isn’t as simple as asking employees to email their ideas:
the focus of the tournament needs to be identified, the structure defined, a marketing campaign rolled
out, and a judging process established. Christian Terwiesch and Patrick J. Brennan shared the process

of, and the lessons learned from, UPHS’s innovation tournament when they spoke at the June 1, 2012,

Mack Center conference.

In most companies, getting a good idea into the works
is usually out of reach for regular employees, be they
technicians, lawyers, doctors, engineers, researchers, or
members of the administrative staff. As in many large
organizations, the budget is a top-down process. “It’s
really hard to get ideas upward bound in the organization
from the rank-and-file,” said Brennan, chief medical
officer, UPHS. At UPHS, middle managers and higher
are involved in the budget implementation process, so

running a tournament adds new perspectives.

Uncovering the nascent talent within an organization
does not have to be daunting. Terwiesch and coauthor
Karl T. Ulrich wrote Innovation Tournaments: Creating

and Selecting Exceptional Opportunities (Harvard Business
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Press, Boston: 2009), which introduces a model for
managing innovation and driving innovation throughout
even large organizations. “We have done research on
creativity/idea generation for many years. Around
2005, we were collaborating with Merck on improving
innovation in their research labs. We were asked to help
Merck think about which was the best method to manage
the ‘idea contestants’ in the race for the next block-buster
drug,” Terwiesch said. “So we were thinking about the
best way to think about the idea generation and selection
process and we found that the American Idol methods were
actually quite powerful. At the input, you have thousands
and thousands of wannabe singers—or breakthrough
drugs—and by applying a rigorous process, you come out

at the other end with a star.”



AMERICAN IDOL, MARCH MADNESS
“There was enormous participation in terms of
submissions,” Terwiesch said of the UPHS tournament.
“But there was even greater participation in terms of
interest in the ideas and the rating of the ideas. We
expected some 500 submissions, given the size of the
organization. But we hit that number in the first couple
of weeks; in fact, we had to cut off submissions at one
point.” There were 1,739 ideas submitted altogether.
Dubbed “Your Big Idea,” the tournament was launched
in January 2012 and the winning ideas were announced

in May 2012.
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Focus

The first challenge was to define the focus of the
tournament, said Brennan. At the beginning, all
Brennan and other executives knew was that they
wanted to involve the whole organization. If the focus
of the tournament was too narrow, many employees
would have been excluded. For instance, one early
focus was improving hand washing by physicians and
nurses, but this topic was deemed too narrow. “As we
got narrower with our focus, we found we were getting
underneath some of the processes and perhaps cutting

out many groups of people within the organization,”
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Brennan said. “At the end of the process, we decided
that the issue that was really burning a hole in the
organization at the moment, and one that everyone
could wrap their minds around, was the patient

experience. That became the focus of the tournament.”

Of the approximately 1,700 submissions, almost a
quarter were suggestions for patient amenities; the
next-highest category of ideas submitted was for

technology optimization.

Structure and Execution

Once the focus was defined, the executives at UPHS
decided to use a sports tournament structure, where
ideas, rather than teams, would go through elimination
rounds. Employees could go online and rate the ideas;
Terwiesch explained that of the 1,739 ideas submitted,
there were 66,000 ratings submitted via the tournament’s
website. Even employees who did not submit ideas

nevertheless participated by ranking the entries.

“We originally planned to keep the submissions open
for 6 weeks, but we had to cut it short because we
had more than we had expected and we began to see
repetitive ideas, and repetition on top of repetition,”
Brennan said. As ideas moved through the filters at the
different stages of the tournament, they were modified,
expanded, and developed further. “The submissions
consisted of two- to four-sentence descriptions of an idea.
Then the organization voted. On the Big Idea website
there was a constant stream of ideas that were also being

reviewed,” Brennan said.

In March 2012 (“March Madness”), ideas were prioritized
through crowdsourcing and prescreened by a steering
committee. This narrowed down the field to some 200
ideas. In the next step, the authors of those 200 ideas
were invited to a workshop. There, they were given

time to prepare and present short “opportunity pitches.”
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These pitches went through a voting phase by the other
workshop attendants, leading to ten ideas coming out of
the workshops. These ten ideas were then presented to a

panel of judges.

The panel included the CEO, the board chair, nurse
managers, physicians, and other executives. Absent
from the judging were financial considerations, Brennan
said. At the end of the ten presentations, the executive
team uploaded summaries of each presentation and
all employees were able to vote online or using cell
phones, similar to American Idol. As the votes came in,
the judging team could see them in real time. The ballots
from the executive team and the crowdsourced votes
were considered in selecting the ultimate two winners:

patient kiosks and online scheduler.

Interestingly, neither the highest-rated idea nor the
two winning ideas were considered as very radical
innovations. “While the ideas submitted were not
as novel as we had hoped for, they were not without
impact. The most significant impact was a cultural
one,” Brennan said. “There was enormous interest and
engagement. Approximately 10% of the workforce
submitted ideas. And the pace of this process was
extraordinary. What we saw in this process was an
ability to move the organization quickly from a concept
to an organizational phase and come out at the end with

an idea that was implemented fairly quickly.”

EMPOWERING EMPLOYEES

Employees whose ideas were not ultimately selected
as one of the final five were recruited into teams to
work on the remaining ideas and help move them
further on in the process, and management provided
training for the teams. “This training will help develop
the skills of people at a variety of levels of the
organization in terms of selling their ideas and putting

them in touch with others who will be able to help
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them,” Brennan said. As Brennan sees it, an innovation
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