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Innovation governance: Method applicable to large Brazilian companies

Abstract

Objective: Propose an innovation governance methodology applicable to
large Brazilian companies, addressing the knowledge gap that exists on
this subject in both the academic and business spheres.

Originality/value: This study addresses the gap in traditional corporate
governance, which neglects leadership and strategy for innovation, com-
promising companies’ vitality. Although innovation governance is crucial
for achieving organizational ambidexterity, Brazil lacks a methodology
applicable to large companies, considering its economic and political
context. Thus, the presented result proposes a new approach to the topic.

Methodology: Design Science Research was adopted, which follows a
qualitative approach and aims to design artifacts to solve complex prob-
lems, assess what has been designed or is functioning, and communi-
cate the results obtained. For this study, five stages were followed in
order to ensure scientific rigor: identification of the problem to be
addressed, proposal of the artifact, development of the artifact, evalua-
tion of the results obtained, and, finally, communication of the results.

Findings: A functional artifact, validated by experts, that provides a solu-
tion to the challenge of innovation governance in large Brazilian compa-
nies. Grounded in organizational philosophy and business heterogeneity,
the method is divided into five stages: decision on the modus operandi
of innovation, strategic definition, structuring of people architecture,
design of innovation processes, and formalization.

Contribution/implications: The applications of this method allow large
Brazilian companies to incorporate innovation as a strategic element,
optimizing their processes and structures for organizational ambidex-
terity. The main theoretical contribution lies in proposing an innovation
governance model contextualized for the Brazilian scenario, which can
serve as a basis for future research that seek to explore this theme.

Keywords: innovation governance, corporate governance, innova-
tion, organizational ambidexterity, multi-dexterity
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Resumo

Objetivo: Prever uma metodologia de governanca da inovagao aplicavel
as grandes empresas brasileiras, preenchendo a lacuna de conhecimento
que existe acerca desse assunto, tanto na esfera académica quanto na
empresarial.

Originalidade/valor: Aborda a lacuna existente na governanga corporati-
va, que negligencia a lideranca e estratégia para inovagao, comprome-
tendo a vitalidade das empresas. Embora a governanca da inovagao seja
crucial para alcancar a ambidestria organizacional, o Brasil carece de
uma metodologia aplicavel a grandes empresas, considerando seu con-
texto econdmico e politico.

Metodologia: Fora adotada a Design Science Research, qual possui uma
abordagem qualitativa e tem como objetivo projetar artefatos para resol-
ver problemas complexos, avaliar o que foi projetado ou o que esta fun-
cionando e comunicar os resultados obtidos. Para o estudo em questio,
foram seguidas cinco etapas de maneira a cumprir com o rigor cientifico:
identificagdo do problema a ser resolvido, sugestao do artefato, desen-
volvimento do artefato, avaliacdo dos resultados obtidos e, por fim, a
comunicac¢iao dos resultados.

Resultados: Um artefato funcional e validado por especialistas, que ofe-
rece uma solugdo para o desafio da governanga da inova¢do em grandes
empresas brasileiras. Baseado na filosofia organizacional e na heteroge-
neidade dos negécios, o método é dividido em cinco etapas: decisao sobre
o modus operandi da inovagao, defini¢ao estratégica, estrutura¢io da arqui-
tetura de pessoas, desenho dos processos de inovagao e formalizagao.
Contribuicdo/implicacdes: As aplicacbes desse método permitem que
grandes empresas brasileiras incorporem a inovagao como um elemento
estratégico, otimizando seus processos e estruturas para a ambidestria
organizacional. A principal contribui¢io tedrica reside na proposi¢ao de
um modelo de governanca da inovagao contextualizado para o cendrio
brasileiro, que pode servir como base para futuras pesquisas que bus-
quem explorar essa tematica.

Palavras-chave: governanca da inova¢do, governanga corporativa,
inovagao, ambidestria organizacional, multidestria
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INTRODUTION

The increasingly frequent volatile, uncertain, complex, and ambiguous
(VUCA) environment is marked by technological transformations and sig-
nificant changes in consumer behavior. Decision-making in this context
involves not only mitigating present risks but also defining future strate-
gies. In this scenario, companies increasingly seek to ground themselves in
innovation.

Among the various definitions of innovation, it can be understood as
the development or implementation of new products or services, processes,
organizational structures, or business models aimed at creating value for
customers and generating returns for the company (Organization for Eco-
nomic Cooperation and Development [OCDE], 2018).

However, innovation must be a continuous activity within the organiza-
tion, as the development of an isolated innovation may provide competitive
advantages for a certain period, but these will likely be temporary. If a com-
pany seeks long-term sustainability, innovation must occur in increasingly
shorter cycles, and for this to happen, its governance system must be aligned
with the theme of innovation (Almeida e de Brito, 2020).

Since its inception, corporate governance has been a structure designed
to move companies toward the future. To do this, it must be essentially
grounded in accountability, to ensure transparency, and in innovation, to
secure a forward-looking vision. However, various corporate governance
codes around the world emphasize investment and integrity, yet overlook
leadership and innovation strategy, leading large companies to lose vitality
in this regard (Clarke, 2018). Therefore, a new model becomes necessary,
one that positions innovation as a strategic priority. Thus emerges innova-
tion governance (Carreira, 2021).

Innovation governance can be understood as a strategic approach to
guiding, promoting, and sustaining innovation. By reorganizing principles
of corporate governance, innovation governance describes how a company
allocates resources and responsibilities in a way that fosters innovation
internally (Deschamps, 2020).

At the same time, Brazil has shown significant contrasts in its approach
to innovation: on one hand, there is a set of innovative companies with a
long history of competitiveness at both national and international levels; on
the other hand, the vast majority of national organizations do not foster
innovation. According to IBGE data from PINTEC - a survey that evaluates
the innovation efforts of Brazilian companies — only 33.6% of companies
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could be considered innovative in 2020. Innovation governance, or the lack
thereof, has been identified as one of the reasons why companies operating
under the same cultural and economic context exhibit such differences in
innovation development (Carreira, 2021).

Despite numerous academic studies, Brazilian companies still lack an
innovation governance methodology aligned with the national context,
economy, and politics: a method that allows the company, while ensuring
operational efficiency, to also prepare for the future. Accordingly, this study
seeks to address the following research question: what is the most suitable
innovation governance method for large Brazilian companies?

INNOVATION GOVERNANCE

Innovation governance consists of integrating a new priority into the
organization’s objectives: innovation. In order for this new objective to
receive due attention, a dedicated governance structure is required, which
assumes responsibility, defines its scope, and designs the mechanisms for
its implementation (Carreira, 2021).

The first author to refer to the concept of innovation governance was
the professor, scientist and consultant Gina O’Connor (1999), suggesting
that companies guided by traditional governance models tend to have
bureaucratic decision-making rules that create obstacles to innovation. To
overcome these obstacles, it is necessary to introduce a new structure with
autonomy, access to financial resources, and the ability to mediate decision-
making between the board of directors and innovation execution. This
structure was initially proposed to be called an innovation governance coun-
cil, which later became known as an innovation committee (Robeson &
O’Connor, 2013).

O’Connor’s (1999) theory evolved, and the term innovation governance
was popularized by the work of Jean-Philippe Deschamps and Beebe Nelson,
who, between 2013 and 2014, conducted a study with 133 large innovative
companies in the United States, Europe and Asia, aiming to identify the
innovation governance models most commonly used by these companies.
This research resulted in eight different functional models: an innovation
committee composed of senior management, a mixed committee, the CEO
responsible for innovation, the unit director responsible for innovation,
the innovation manager, an innovation duo, the director of research, devel-
opment, and innovation (RD&I), and innovation squads (Deschamps &
Nelson, 2014).
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The models proposed by Deschamps and Nelson (2014), whether used
individually or in combination, have been adopted worldwide as inspiration
for companies seeking to create a more agile and fluid system to manage
innovation, aiming to enable not only incremental innovations but also
investments in adjacent and transformational solutions.

However, when structuring an innovation governance system, the model
should not be chosen directly. Instead, the company must consider two fun-
damental premises: business heterogeneity and management philosophy
(Deschamps & Nelson, 2014).

Business heterogeneity refers to how many markets a company operates
and how they differ from one another, as well as the number of units the
company has to serve them. Companies operating solely within the same
market niche tend to adopt more centralized innovation governance struc-
tures. In contrast, those operating across multiple market niches require
more decentralized structures, adapted to each niche.

Management philosophy assumes that organizations with more hierar-
chical decision-making processes will require innovation governance struc-
tures that are similarly hierarchical, such as an innovation manager or a
committee composed of senior management. Conversely, companies with
a culture of decentralized decision-making tend to opt for structures such as
innovation squads or mixed committees (Deschamps & Nelson, 2014).

Furthermore, these premises need to be encompassed within four
dimensions: innovation strategy, innovation architecture, processes and for-
malization (Agua & Correia, 2020; Deschamps & Nelson, 2014; Robeson &
O’Connor, 2013).

Innovation strategy

Tushman and O’Reilly (1996) proposed that companies seeking to
achieve longevity need to become ambidextrous, that is, to work on exploi-
tation, which refers to leveraging existing knowledge through lower-risk
processes and projects focused on efficiency, alongside exploration, which
involves pursuing new opportunities that requires experimentation,
research, and discovery.

To achieve this, it is necessary to address potential tensions that may arise,
such as the uncertainty of innovation versus the predictability inherent in
the traditional business, continuous improvement practices versus those
required for transformational innovations, traditional product and solu-
tion development methodologies versus methodologies primarily based on
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open innovation, and maintaining the current portfolio versus a portfolio
that includes different investments in several types of innovation (Carlo-
magno, 2018).

According to Deschamps and Nelson (2014), a well-developed innova-
tion strategy must encompass investments in innovations across the three
portfolio matrices: core, adjacent, and transformational. Using an analogy to
personal investments, companies need to ensure an ‘emergency reserve’ by
investing in incremental innovations to keep their core business competi-
tive, while also allocating resources to higher-risk areas, such as adjacent
and transformational innovations. The greater the risk taken, the higher the
potential for exponential gains.

To determine an effective innovation strategy and appropriate invest-
ments in its portfolio, a company must also be attentive to its market and
the movements of its competitors. More traditional markets, such as tex-
tiles, financial services and medicine, tend to invest more in core-related
innovations than in transformational ones. Conversely, more innovative
markets, such as aerospace, biotechnology and digital services, tend to pursue
more transformational innovations (Levon, 2018).

Thus, an innovation strategy aimed at breaking the organization’s current
paradigms must be able to identify and address trends impacting the com-
pany’s business, the cultural transformation it seeks to achieve, the desired
outcomes, portfolio balancing, and alignment with the ecosystem in which
it operates (Menkhoff & Geok Chwee, 2018).

Innovation architecture

Just as there are different strategies for innovation, leadership and the
organizational structuring of people for this purpose also vary according to
the maturity and ambition pursued by the company (Andersson, 2013).

According to Menkhoff and Chwee (2018), in addition to a managerial
structure for innovation, there must be direct engagement with the board of
directors, who are the true decision-makers regarding the organization’s
future. If the board is not considering the next generation of the company,
the efforts promoted by executives will be in vain. Therefore, the authors
suggest that at least one member of the board should possess the mindset
and knowledge required for innovation.

Thus, the innovation architecture can be understood as the structure of
power through which the theme of innovation will permeate the organiza-
tion, acting as a facilitator for this purpose. This structure must possess its
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own autonomy, while in some way remaining linked to the corporate
governance framework, taking into account the premise of management
philosophy (Agua & Correia, 2020).

The eight models proposed by Deschamps and Nelson (2014) are widely
used worldwide and primarily focus on structuring a system of personnel
capable of deciding, coordinating and executing innovation within large
companies. However, these models still lack a broader perspective oriented
toward the board of directors, which is considered the main agent within a
governance structure. According to Deschamps (2020), boards of directors
were formed merely as a legal requirement for many years; over time, they
gained robustness and strategic value for the organization. However, in the
VUCA economy, these boards still need to develop more visionary approach
in order to guide companies toward investments in radical and disruptive
innovations.

In this context, innovation architecture must be able to encompass four
functional structures: one responsible for strategic guidance, one responsi-
ble for decision-making, one responsible for coordination and one respon-
sible for execution.

The structure responsible for strategic guidance must necessarily be the
board of directors, either through a single member or the collective of all
members. Its duties include guiding the innovative behavior of the CEO and
the executive board, promoting and approving innovative projects, demon-
strating patience regarding financial results—particularly those from radical
innovation projects—and granting decision-making autonomy to those
assuming the other roles within the innovation architecture (Robeson &
O’Connor, 2013).

The structure responsible for decision-making consists of people who
determine which projects will be invested in, as well as establish innovation
tactics, define targets, and set the indicators that will measure their achieve-
ment. These individuals also motivate the rest of the organization to engage
in innovation projects. Due to these responsibilities and the need for broad
decision-making authority, the group assuming this role within the innova-
tion architecture must occupy higher hierarchical levels within the compa-
ny’s management structure (Andrade, 2021; Robeson & O’Connor, 2013).

Those responsible for coordination have as their main role to organize
the company’s innovation programs and projects, maintaining relationships
with the innovation ecosystem, engaging employees to foster a culture of
innovation and ensuring compliance with the previously designed innova-
tion strategy (Deschamps & Nelson, 2014).
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Finally, the group responsible for execution consists of the individuals
directly involved in developing innovation projects, enabling organizational
ambidexterity or multidexterity. According to Tushman and O’Reilly (1996),
for this execution to be effective, companies can adopt three approaches:
structural, sequential, and contextual ambidexterity. The structural model is
based on separating exploitation and exploration activities into distinct
organizational units, such as hubs, centers or innovation laboratories. The
sequential model relies on temporal separation, with cyclical focus on each
activity, for example, companies like Google or 3M encourage employees to
dedicate 20% of their work time to innovation projects. The contextual
model assumes that such separation is unnecessary, and all individuals
within the organization should allocate time to both types of activities.

Regardless of the model adopted, these structures must be formally
documented and processually organized, which is the focus of the next sec-
tion (Tushman & O’Reilly, 1996).

Innovation processes

Once the innovation strategy and the organizational and leadership
structure have been determined, the next dimension is to establish the pro-
cesses through which innovation will flow during its trajectory within the
company. Innovation processes must include routines for testing and experi-
mentation, information sharing, and specific criteria and metrics for deci-
sion-making regarding whether to continue or finishing a project. As inno-
vation involves greater uncertainty during development, the process must
ensure that ideas are not discarded prematurely, while also preventing undue
delays in finishing projects that are unlikely to deliver the expected results.
To achieve this, the methodology commonly used is known as the innova-
tion pipeline (Agua & Correia, 2020; Menkhoff & Geok Chwee, 2018).

Innovation pipeline follows a funnel logic, where multiple ideas or pro-
jects enter at the top, and as testing and experimentation occur: those that
perform best advance to subsequent stages, while those that fail to meet the
established metrics are discarded. The funnel also incorporates an inverse
investment logic: ideas at the top of the funnel, where uncertainty is highest,
receive limited investment. Those at the bottom of the funnel, where uncer-
tainty is lower, receive greater investment to ensure they become truly scala-
ble (Viki et al., 2017).

In addition to ensuring the proper development of internal projects, the
innovation process must include moments in which the company engages in
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open innovation vehicles, particularly through connections with emerging
businesses or startups, which in the new economy are considered sources of
acceleration and technological development for solving complex problems.

However, for this connection to be effective, the company must incorpo-
rate less rigid compliance rules and a less bureaucratic hiring or partnership
process: this simplification is referred to as a fast track (Viki et al., 2017).
The fast track involves mapping activities that are critical and could influence
the continuation of the projects, and creating actions or mechanisms to
unblock these activities, allowing greater agility and fluidity when working
with emerging businesses and startups (Bagherzadeh et al., 2022).

Necessary formalization

Finally, after the entire innovation governance structure has been sys-
tematized, it is necessary to establish ways to formalize it. According to
Agua & Correia (2020), the most effective way to achieve this is through an
innovation policy.

The innovation policy is a document approved by the board of directors
that outlines the company’s long-term strategy for innovation, the innova-
tion architecture, and the incentive systems for employees involved in inno-
vative projects to Agua & Correia (2020)??. Processes are not included in
the innovation policy because they need to remain flexible according to the
vehicles adopted by the company and must be able to be modified with
minimal bureaucracy when they no longer provide the required agility (Agua
& Correia, 2020).

This policy should be developed with the purpose of regulating the
extraction and creation of value necessary for innovation and, therefore,
must include elements in three essential areas. The first legitimizes the
authority, autonomy and capacity of the people architecture to manage inno-
vation investments promoting a long-term vision within the organization.
The second aims to engage employees in a process of continuous and cumu-
lative learning, recognizing the importance of individuals in the innovation
process and seeking to develop, acknowledge and reward them. Finally, the
third ensures the availability of financial resources to sustain the innovation
process, maintaining reserves to continue innovative activities even during
economically challenging periods (Andrade, 2021).

Thus, the formalization of the innovation governance structure com-
pletes the necessary dimensions for the proper functioning of this system.
Together with the fundamental premises, it provides the company with the
essential elements to govern innovation in a results-oriented manner.

ISSN 1678-6971 « RAM. Rev. Adm. Mackenzie, Sdo Paulo, 27(2), eRAMR2620111, 2026
https://doi.org/10.1590/1678-6971/eRAMR2620111



N

Innovation governance: Method applicable to large Brazilian companies

METHOD

Given the objective of the present study—to develop a method for inno-
vation governance applicable to large Brazilian companies— the chosen
research method was Design Science Research (DSR).

DSR adopts a qualitative approach and aims to design artifacts to address
complex problems, evaluate what has been designed and communicate the
obtained results. Its purpose is to investigate the artificial and its behavior,
both from an academic standpoint and from an organizational perspective
(Lacerda et al., 2013).

The term ‘artificial’ refers to something produced or invented by humans,
subject to their interventions. Therefore, machines, organizations, and the
economy itself can be classified as instances of the artificial (Baskerville,
2008). The sciences of the artificial, unlike the natural sciences, concern
themselves with how things ought to be in order to function and achieve
specific goals. Thus, the primary mission of this type of science is to develop
knowledge that can be applied to the conception and development of arti-
facts (Simon, 1996).

Whereas natural and social sciences focus on understanding, explaining,
and investigating how phenomena occur, the sciences of the artificial aim to
produce knowledge through the process of designing, conceiving, and building
artifacts. In this sense, Design Science Research employs design as the means
of constructing an artifact that simultaneously serves as the objective of
scientific inquiry (Pimentel & Filippo, 2020).

In order to ensure scientific rigor during the construction of the artifact,
a systematic process composed of five stages was followed, as proposed by
Lacerda et al. (2013): problem identification, artifact suggestion, artifact
development, evaluation of the results, and communication of findings.

The problem identification stage consists of formulating the research
question to be addressed, establishing its boundaries and mapping the existing
knowledge on the subject. These elements were developed and described in
the present document within the introduction and theoretical framework,
respectively.

The following stage, artifact suggestion, involves the design of one or
more models that could potentially solve the problem stated. The outcome
of this stage is a set of possible artifacts and the prioritization of one to be
further developed (Freitas Junior et al., 2015).

To carry out this stage, inputs were drawn both from the theoretical
framework and from semi-structured interviews conducted with innovation
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directors and managers from leading Brazilian companies recognized for
their innovative practices.

For the selection of these companies, researchers relied on the Prémio
Inovagao Brasil ranking of 2023, developed by the strategic consulting firm
Strategy& in partnership with the newspaper Valor Econémico. This ranking
highlights the 150 largest companies operating in Brazil, across different
economic sectors, that stand out in innovation. Evaluation is based on five
criteria: innovation intent, efforts undertaken to innovate, achieved results,
market perception, and knowledge generation. Eligible companies must
have at least 5% private capital and a net revenue exceeding R$500 million
in the last two fiscal years.

For the present study, the 20 top-ranked companies were contacted and
invited to participate in virtual interviews. Eight companies accepted the
invitation, listed in alphabetical order in Table 1.

Table 1
List of companies participating in the interviews

Company Market segment Position
Ambev Food and Beverages Innovation Ecosystem Manager
Bayer Agribusiness Global Transformation Manager
Einstein Medical Services Innovation Director
Embraer Aeronautics Head of Innovation
Natura Cosmetics Director of New Business
Nestlé Food and Beverages Head of Innovation
Vale Mining Transformation Director
Whirlpool Electronics Senior Manager of Digital Products

It is worth noting that the semi-structured interviews were conducted
with the aim of understanding how companies currently govern innovation
and whether they employ any pre-established model, considering the premi-
ses of business heterogeneity and management philosophy, as well as the
dimensions of innovation strategy, innovation architecture, processes, and
formalization, as outlined in the theoretical framework.

Once the interview phase was completed, the data analysis method pro-
posed by Creswell (2010) was applied. This method combines the analysis
of the collected data with the existing bibliographic references, enabling
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data triangulation. The process consists of grouping the information gathe-
red into themes and correlating them with their respective descriptions in
order to identify patterns, repetitions, and discrepancies among the partici-
pating companies and the existing theoretical references.

Continuing with the five-stage DSR process, the third stage concerns
the development of the artifact. The artifact may take the form of computa-
tional algorithms, graphical representations, prototypes, mock-ups, and so
forth. The main outcome of this stage is to obtain a functional artifact, so that
it can be tested and validated (Baskerville et al., 2018).

According to Lacerda et al. (2013), the artifact can take different forms,
such as a construct, a model, a method, or an instantiation. Table 2 presents
the distinctions between these types of artifacts.

Table 2
Types of artifacts

Artifact Description

Constitutes a conceptualization used to describe a problem derived from a
Construct theoretical concept, but which still needs empirical support. Describes the terms
used to describe and think about tasks.

Graphical representation of the relationship between problem and solution,
Model describing how things should be so that the resolution of that problem is
possible,

A set of processes used to execute the resolution of a problem. The method uses
Method the combination of constructs and models so that a solution can be concretely
achieved.

The implementation of a method in its environment, demonstrating its feasibility

Instantiation . o ,
and effectiveness when applied in reality.

Note. Adapted from "Design Science Research: método de pesquisa para a engenharia de producdo” by Lacerda
et al. (2013) and "Design Research: aplicacdes praticas e lices aprendidas” by Freitas Junior et al. (2015).

Thus, for the research in question, the method artifact was employed, in
which, in addition to the creation of the graphical representation, a step-by-
step guide is also prescribed for the use of this model, in order to direct how
an organization may address its innovation governance problem.

After the construction of the artifact, the process advanced to the fourth
stage: the evaluation of the results obtained. For the present study, the type
of evaluation adopted was that conceptualized by Lacerda et al. (2013) as
informed argument, which leverages existing bases of knowledge to build a
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convincing argument regarding the artifact’s utility. Accordingly, the researchers
presented the constructed artifact to three specialists in the fields of innova-
tion, governance, and innovation governance, each possessing distinct
knowledge, educational backgrounds and professional experiences. Their
perceptions were collected regarding the artifact’s use as a new method
applicable to the business environment of large Brazilian companies. A
result would only be considered satisfactory if an absolute majority of the
consulted specialists affirmed that the proposed method fulfills its intended
objective.

The evaluation process involved the researchers presenting the artifact
individually to each of the specialists. Following the presentation, the spe-
cialists were invited to share their perspectives based on the following ques-
tions: a) applicability: Is the artifact suitable for large Brazilian companies?
b) foundation: Are the arguments presented solid and well-supported?
c) representation: Is the graphical model intuitive and easily understandable?
d) improvements: Are there any necessary changes to be implemented in
the artifact?

The feedback and suggestions provided by the specialists were then cate-
gorized according to the stages established in the artifact. After a thorough
analysis, the researchers made the appropriate modifications so that, in its
final version, the artifact would be usable by large Brazilian companies.

Finally, the last stage of Design Science Research consists of communi-
cating the results, which, as the name suggests, entails reporting on the
outcomes of the artifact. This communication comprises several instances:
writing and defending the dissertation originating from the study, publishing
in specialized journals and creating an executive version of the artifact that
was sent to the interviewees who participated in the present research.

PROPOSED ARTIFACT

As explained throughout this document, the objective of this research
was to develop an innovation governance method applicable to large Brazilian
companies, which was made possible by combining elements from the lite-
rature review, semi-structured interviews, and validation conducted with
innovation and governance experts.

The proposed methodology is divided into five main stages: decision on
the modus operandi of innovation, strategic definition, structuring of people
architecture, process design and formalization.
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Decision on the modus operandi of innovation

When structuring an innovation governance system, the company must
consider two fundamental premises: the heterogeneity of the business and
the management philosophy (Deschamps & Nelson, 2014). Taking these
two premises into account, the first stage of the proposed methodology is
precisely to analyze how innovation can occur within the organization, con-
sidering its own culture, market, and decision-making structure.

Thus, considering the input gathered during the interview phase, inno-
vation can be addressed in two main ways: as a business strategy and as a
business lever.

Despite the subtle difference between the two, defining modus operandi
is crucial for advancing to the subsequent stages. Innovation as a business
strategy treats innovation as something intrinsic to the business and the
corporation’s overall strategy. In contrast, innovation as a business lever
treats the topic as distinct from corporate strategy, using it to boost the
company’s strategic objectives.

Therefore, innovation as a strategy is a transversal theme within the
organization, where each department sets its own objectives and targets
related to innovation. Additionally, the company’s strategic planning already
considers innovation as an integral part of its overall plan.

On the other side, innovation as a lever addresses innovation as a spe-
cific area or department within the organization, which requires its own
strategy to stimulate the company’s core business.

The decision as to whether innovation will serve as a business lever or a
business strategy involves two main analyses: the heterogeneity of the busi-
ness and the organization’s management philosophy, as presented in Table 3.

Table 3
Modus operandi of innovation
. . Innovation as a business Innovation as a business
Decentralized philosophy
lever strategy
. . Innovation as a business Innovation as a business
Centralized philosophy
strategy lever
Homogeneous business Heterogeneous business

When the corporation’s decision-making philosophy is centralized and
its businesses are homogeneous, employing innovation as a business strategy
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tends to be the most assertive choice. Integrating the theme of innovation
into its corporate strategy and working with it transversally across the com-
pany can facilitate more agile execution, effectively making the organization
ambidextrous.

Conversely, when the decision-making philosophy is decentralized but
the businesses are homogeneous, treating innovation as a lever will be the
most effective approach. In this scenario, having an area or department with
a specific strategy will serve as support for other departments in executing
innovative projects.

On the other hand, when a company has heterogeneous businesses, in
other words, it operates in several distinct markets, and maintains a more
centralized decision-making process, having a dedicated team and innova-
tion strategy as support will enhance its corporate strategies. In this case, a
Board of Innovation will allow the innovation theme to be addressed across
the various businesses with fewer obstacles.

However, when a heterogeneous company adopts a more decentralized
decision-making philosophy, incorporating innovation into its strategic plan
and distributing responsibility for the theme among all departments will
enable the pursuit of ambidexterity. This approach grants each business unit
the autonomy to manage innovation in ways that are most efficient and stra-
tegic for its own market.

Strategic definition

Innovation strategy defines the organization’s objectives regarding
innovation, the balance it intends to maintain in its portfolio, its goals, and
the investments to be made over the stipulated period (Clarke, 2018).

In the proposed method, the innovation strategy directly depends on
the company’s modus operandi: innovation as a business strategy or innova-
tion as a business lever.

When innovation is treated as a business strategy, its planning is con-
ducted alongside the organization’s strategic planning, making innovation
an intrinsic part of the company’s operations and routines. Strategic objec-
tives already consider innovation as a foundational pillar. In this way, the
company is able to balance investments aimed at improving efficiency while
simultaneously planning actions to build for the future, thus creating an
ambidextrous strategic plan.

Conversely, when innovation is defined strategically as a lever, it is guided
by innovation theses—that is, a document that outlines a hypothesized
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solution in which the company will invest resources, whether financial or
otherwise. These theses will guide the company’s efforts and search for
innovative projects. The theses must highlight the stimulus this hypothesis
can provide to the core business, even if it is executed without direct con-
nection to it.

Despite the differences between the strategic definitions of the two
models, both must analyze the market and the trends impacting the com-
pany’s niche, so that investment decisions are made with the aim of remaining
competitive in relation to competitors.

Structuring of people architecture

The architecture for innovation is essentially the power structure
through which the theme of innovation will permeate the organization. In
other words, it defines how people are organized to work with this topic by
establishing roles and responsibilities at three levels: decision-making, coor-
dination and execution (Agua & Correia, 2020).

Just like strategic definition, the structuring of people architecture
directly depends on the modus operandi of innovation.

Innovation as a business strategy

Considering innovation in this modus operandi, it is treated as an intrinsic
part of the business strategy, the topic becomes similar to any other area
within the organization. Thus, a Vice Presidency or Directorate of Strategy
and Innovation is established, which becomes responsible for overseeing
innovation initiatives.

The person occupying the position of Vice President is responsible for
making decisions regarding innovation within the organization, while coor-
dination and execution are subdivided into two categories: running the
business and changing the business.

The structure named running the business is responsible for monitoring
incremental and adjacent innovation projects, which aim to develop com-
petitive advantages for the company’s existing businesses. These innova-
tions are developed by the various areas or departments of the organization
and are intrinsic to their daily operations. Therefore, running the business’
structure team only monitors and provides support through agile methodo-
logies, ensuring alignment of the innovation portfolio. In this structure,
innovation is coordinated by running the business’ team, but execution is
carried out by the requesting area itself.
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The structure named changing the business, in turn, is responsible for
transformational innovations, that create new businesses and prepare the
organization for the future. This structure may adopt different mechanisms
to accelerate innovation, such as the creation of a venture capital fund to
invest in startups or emerging businesses. Changing the business has its
own project monitoring routines and may have distinct decision-making and
coordination structures depending on the type of project being developed.
Thus, decision-making is typically carried out by an approval committee.

This committee is composed of the organization’s top leadership and, as
needed, and members of the Board of Directors may also participate. The
committees should be thematic, according to the company’s strategic bets, and
may be modified as changes occur in its ambidextrous strategic planning.

The roles of innovation coordination are carried out by the team respon-
sible for changing the business itself, and execution is conducted by teams
specifically assigned to the strategic bet or innovation vehicle chosen.

Figure 1 illustrates how both areas—running the business and changing
the business—are organized within the same Vice Presidency of Strategy
and Innovation.

Figure 1
Architecture innovation as a business strategy

Ambidextrous
strategic planning

Incremental Transformational
innovations innovations
Other Vice presidency of Approval
business areas strategy and innovation committeess
Running Changing
the business the business

Innovation as a business lever

On the other hand, the architecture for the modus operandi of innovation as
a business lever assumes that the company has a specific structure dedicated
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to innovation, such as an innovation center, innovation lab or even a speciali-
zed area, which is not necessarily tied to the company’s compliance func-
tion. Utilizing this type of structure allows the topic to be addressed with
greater agility and autonomy.

This innovation center—or lab or area—will be responsible for centrali-
zing the organization’s innovation portfolio, primarily focusing on adjacent
and transformational innovation projects. This structure is divided into two
parts based on the innovation vehicle to be used: corporate venture building
(CVB) or open innovation.

Each structure has a leader whose role is to orchestrate innovation. Exe-
cution within CVB is carried out by a mixed team consisting of members
from both the innovation unit and the requesting area, forming a dedicated
work squad. In open innovation, a dedicated innovation team manages the
entire connection process, whether with startups or universities.

The decision-making role within this structure is fulfilled by an Innova-
tion Committee comprised of the company’s senior management, whose
main responsibilities are to foster a culture of innovation and ensure that
the projects developed serve as levers for the company’s business.

For accountability purposes or to establish an organizational link, the
innovation center should be connected to a Directorate or Vice Presidency
that is most aligned with the innovation agenda, such as Marketing or Trans-
formation. Figure 2 illustrates how this structure is organized.

Figure 2
Architecture innovation as a business lever

Innovation committee

Transformation director

Head Head
corporate venture building open innovation
[ \ \
Squad 1 Squad 2 Squad X Open innovation team
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Innovation process design

The innovation process represents the pathway through which ideas
are handled and evaluated within the organization until they become solu-
tions that generate new revenues or promote greater internal efficiency
(Corso et al., 2020).

Unlike the previous stages, the innovation process is independent of
the modus operandi, since the logic brought by the innovation pipeline metho-
dology is capable of meeting the demands of both types of structures.

Thus, the innovation process must include the stages of ideation, experi-
mentation, traction and scaling. The ideation phase represents the moment
when ideas originate that may become future solutions. This origination can
occur in various ways, such as idea programs, intrapreneurship programs,
hackathons, external events or even from the organization’s daily opera-
tions. Companies with R&D departments may utilize research as a source of
idea origination for innovative practices. Before moving to the next phase,
these ideas must go through a pre-established filter set by the company,
ensuring alignment with the strategy and the innovation focus areas. These
filters are commonly referred like stage-gates.

A best practice identified during the interviews conducted for this study
indicates that ideas advancing to the next phase should demonstrate approxi-
mately 80% of the value gain—whether economic or financial—of all the
others combined. Although this is not a rule, it can serve as a benchmark for
companies wishing to adopt this method.

The experimentation phase is when the prioritized ideas are actually
built and tested with their target audience. This is the stage where the
MVP—minimum viable product—practice should be applied; that is, devel-
oping a solution capable of delivering the initially conceived value proposi-
tion, but with optimized time and financial investment. At the end of this
stage, the idea goes through the second gate, and only those that present a
concise, validated, and financially viable business case will proceed to the
next stage.

The third stage is called traction. This is when the solution is fully devel-
oped and the organization should invest in its development. At this point,
the level of uncertainty has already been reduced by previous validations, and
the organization can understand the potential gains and the risks that may
still arise during implementation. Output of this stage is solutions that can
be integrated into the company’s product or service portfolio, lead to the
creation of a new business unit, or even result in the formation of a spin-off.
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Finally, the last stage of the innovation pipeline is scaling, which is when
the solution is ready to gain market share and grow exponentially. At this
point, the innovation is already embedded within the organization, treated
as another element in its portfolio, thus making room for new ideas to begin
the innovation process in a cyclical and systematic manner.

Formalization

The final proposed stage is formalization, which consists of documenting
all the steps developed up to this point. At this moment, it is also necessary
to establish the frameworks that will support the implementation of innova-
tion within the organization, such as corporate ventures or sandboxes,
which were highlighted as best practices during the interviews.

Creating a corporate venture capital vehicle enables the company to
make risk investments, especially in transformational innovations. This type
of structure has a specific legal nature, which facilitates management and
reduces the organization’s own risks should these investments not yield the
expected results.

The sandbox is also a structure with its own legal nature; however, its
management is typically outsourced to a consulting firm specialized in inno-
vation. This firm uses the sandbox to hire startups or emerging players that
can be connected to the organization to accelerate an internal process or, in
partnership, develop a new market solution. Given its legal autonomy, these
connections do not need to follow the company’s strict compliance rules,
thereby reducing bureaucracy.

Finally, after establishing the support structures, the company must for-
malize its innovation governance system through an innovation policy,
regardless of the defined modus operandi. The innovation policy must be
designed to regulate the extraction and creation of value necessary for inno-
vation and, therefore, should address three essential aspects: legitimizing
people architecture, establishing a systematic recognition mechanism for
innovators, and ensuring financial resources for innovation.

The first aspect legitimizes the authority, autonomy, and capability of
people architecture to manage innovation investments and encourage a
long-term vision within the organization. The second aims to engage
employees in a process of continuous and cumulative learning, recognizing
the importance of people in the innovation process, and seeks to develop,
acknowledge, and reward employees. Finally, the third aspect seeks to secure
the availability of financial resources to sustain the innovation process,
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ensuring reserves for the maintenance of innovative activities even during
economically unfavorable periods (Andrade, 2021).

It is also recommended that the innovation policy specify the role of the
Board of Directors, indicate whether there will be members focused on
innovation topics, clarify whether the official agenda will include this sub-
ject and describe how important decisions involving innovation will be voted
on, especially those related to transformational horizons, where the level of
uncertainty is high.

This innovation policy must be approved by the Board of Directors and
should be reviewed whenever there are changes in the organization’s inno-
vation governance structure.

Graphical representation

Given the foregoing and the unification of the stages created by the
researchers, the graphical representation of the proposed method is shown
in Figure 3.

The proposed innovation governance method presents an innovative
character by systemically integrating mechanisms of strategic alignment
with agile practices of experimentation and portfolio management, thereby
fostering the continuous generation of value in dynamic organizational envi-
ronments. Its practical implementation requires coordination across different
decision-making levels, from top leadership to operational teams, ensuring
clarity of priorities, monitoring metrics and resource allocation criteria.
However, the process is not without barriers, chief among them being cultural
resistance to change, the challenge of balancing short-term initiatives with
investments in more uncertain horizons, and the limitation of internal com-
petencies to deal with ambiguity and risk. Overcoming these challenges
requires not only formal structures but also the development of an organi-
zational mindset focused on continuous learning and adaptation in the face
of complex scenarios.
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Figure 3
Final Artifact: Innovation Governance Method for Large Companies
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CONCLUSIONS

The present study aimed to develop an innovation governance method
applicable to large Brazilian companies, following the predefined stages of
Design Science Research. The expected outcome was to deliver a functional
artifact, validated and feasible for implementation by such companies, there-
by assisting in organizing innovation and sustaining the subject to foster
organizational ambidexterity.
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The method presented by the researchers adheres to scientific rigor
while also incorporating empirical market best practices identified during
the interviews. In this way, by introducing an innovative method, the study
bridges academia and the market, ensuring that its contribution has a posi-
tive impact on both.

As suggestions for future research, authors encourage the model to be
tested in a large Brazilian company, conducting a case study to assess its
effectiveness and applicability. Such a study could reveal gaps not addressed
in this article, such as the average time required for implementation and
potential obstacles during deployment. Applying the method to companies
founded in Brazil as well as multinational corporations operating in the
country and comparing their similarities and differences is also recommended
as a direction for subsequent research.

The limitations of this study are primarily related to the still nascent
theoretical framework on the topic of innovation governance, where certain
concepts could not be explored in depth due to the limited availability of
references, especially regarding the distinction between innovation manage-
ment and innovation governance. There is also a limitation concerning
the DSR method, which, being relatively new to the field of Administra-
tion, posed challenges for both the theoretical foundation and practical
applicability.

Finally, the phenomenon of innovation remains a subject that will
require not only internal business adaptations and transformations but also
the anticipation of changes to enable organizations to take a leading role.
Corporate governance, therefore, must incorporate innovation governance
to sustain an active innovation culture and practices that facilitate the sys-
tematic treatment of this subject internally. The proposed method offers a
pathway for achieving this integration.
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