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Innovation management best practices

Write a 3-page summary of this document.
Summary of Deere CIOMAX Research Report
Reasoning and Approach
To create a comprehensive three-page summary, I have synthesized the key findings, themes, and supporting evidence from the provided research report on Deere & Co. The summary is structured to reflect the document's major sections: background and executive summary, innovation management practices, financial and investment perspectives, and comparative analysis. Each section includes examples and actionable insights, ensuring clarity for readers interested in both innovation management and investment opportunities.
1. Background and Executive Summary
Deere & Co. (John Deere) is a global leader in agricultural, turf, construction, and forestry equipment, with a history dating back to 1837. The company’s sustained success is attributed to its long-term commitment to innovation, robust management practices, and a deeply ingrained corporate culture. The research report investigates how Deere’s innovation management has impacted its financial performance and what this means for investors.
Key Points:
· Founders’ Influence: John Deere and his son Charles established a culture of ingenuity, craftsmanship, and attention to detail, which has persisted for over 175 years. Their leadership set the foundation for a culture that values innovation, integrity, quality, and commitment.
· Management Continuity: Deere has had only nine CEOs, all promoted internally, ensuring continuity and stability in leadership and culture.
· Innovation as a Core Value: Innovation is one of Deere’s four guiding principles, alongside integrity, quality, and commitment. This focus has enabled the company to dominate its sector and adapt to changing market conditions.
· The ‘Golden Triangle’ of Innovation: Deere’s approach to innovation management is built on three pillars: a strong culture, customer focus, and robust financial and people management systems.
2. Innovation Management Practices
Policies and Practices
Deere’s innovation management is characterized by a blend of tradition and modern management techniques. The company’s practices have evolved to meet new challenges while maintaining core values.
Notable Practices:
· Sustained R&D Investment: Deere consistently invests over 4–5% of sales in research and development, even during economic downturns. This commitment is higher than most competitors and signals a long-term view on innovation.
· Decentralization: Early adoption of decentralized decision-making has allowed Deere to diversify and respond quickly to market changes, while financial management remains centralized for control.
· People Management: The introduction of the Global Performance Management System aligns individual and corporate objectives, emphasizing teamwork and accountability. Performance-based incentives (short, mid, and long-term) are tied to achieving business and innovation goals.
· Communication: Regular, clear communication through formal bulletins and meetings ensures that management themes and cultural values are disseminated throughout the organization.
· Adoption of Modern Tools: The use of Shareholder Value Added (SVA) as a performance metric aligns financial goals with innovation, ensuring that investments create value above the cost of capital.
Management Themes
Deere’s leadership has introduced various management themes to drive productivity and innovation, such as the Genuine Value Program, John Deere Production System, and the Accelerated Innovation Process (AIP). These initiatives have improved quality, streamlined operations, and fostered a culture of continuous improvement.
3. Financial Performance and Investor Perspective
Stock Performance
· Long-Term Outperformance: Deere’s stock has outpaced the Dow Jones Industrial Average over the long term, reflecting the company’s strong financial management and innovation-driven growth.
· Book Value Growth: Book value per share tripled from 1998 to 2013, and return on equity has remained high (35–45% in recent years).
· Current Valuation (as of 2014): Despite recent flat performance due to declining commodity prices, Deere’s low price-to-earnings (P/E) ratio suggests a potential buying opportunity for both short- and long-term investors.
· Analyst Views: Analysts highlight Deere’s cash generation, dividend growth, and exposure to global food demand as reasons for optimism.
SVA and Value Creation
Deere uses SVA to measure whether its returns exceed the cost of capital, ensuring that innovation investments are financially justified. This approach has improved transparency and accountability, linking compensation to value creation.
4. Comparative Analysis and Lessons for Other Organizations
Benchmarking Against Innovators
The report compares Deere’s practices to other highly innovative companies (e.g., 3M, GE, P&G) using 25 factors grouped into leadership, organization, idea generation, and outcomes.
Leadership
· Balance of Short- and Long-Term Goals: Deere’s management emphasizes both immediate financial performance and sustained innovation.
· Explicit Focus on Innovation: Innovation is actively sought at all management levels, with systems in place to encourage and reward new ideas.
Organization and Management
· People First: Emphasis on employee development, teamwork, and decentralized decision-making fosters a supportive environment for innovation.
· Communication and Input: Open communication and input from all levels ensure alignment and buy-in for new initiatives.
Idea Generation and Realization
· Tolerance for Failure: Management recognizes that failure is part of the innovation process and encourages risk-taking within reason.
· Resource Availability: Consistent R&D funding and support for new ventures enable continuous improvement and breakthrough innovations.
Outcomes
· Retention and Tradition: Deere’s long employee tenure and strong tradition of innovation contribute to its sustained success.
· Industry Leadership: Deere is recognized as an innovator in its sector, introducing new technologies and maintaining a reputation for quality and reliability.
5. Conclusion and Actionable Insights
Deere & Co.’s long-term success is rooted in its ability to blend tradition with modern management practices, maintain a strong culture, and invest consistently in innovation. For investors, Deere’s disciplined approach to innovation and financial management offers both stability and growth potential. For organizations seeking to emulate Deere’s success, the key lessons are:
· Build and sustain a culture that values innovation and integrity.
· Invest consistently in R&D, even during downturns.
· Align people management systems with corporate objectives.
· Foster open communication and decentralized decision-making.
· Use value-based metrics (like SVA) to ensure innovation investments create real shareholder value.
Deere’s experience demonstrates that effective innovation management is not about isolated initiatives but about embedding innovation into the fabric of the organization, supported by leadership, systems, and a clear strategic vision.
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