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Abstract 

This paper critically reviews the literature on management innovation and its role in bridging the gap between 

rigid policy frameworks and dynamic business operations. Traditional approaches, such as the Stage-Gate 

model, provide structure and accountability but often limit flexibility, making it difficult for businesses to adapt 

to rapidly changing environments. On the other hand, flexible and adaptive management systems support 

innovation, including decentralized decision-making and iterative development methods that maintain 

compliance with policy requirements.This paper shows how the management of innovation can take the 

regulatory burden into account without affecting operational responsiveness, using frameworks like incremental 

versus radical innovation and the S-curve model. Drawing on contemporary concepts of open innovation and 

lean startup methodologies, the review also illustrates practical strategies for balancing policy stability with 

business responsiveness 

Methodology 

This paper is based on a qualitative analysis of the existing literature, company reports, and global business 

reports on innovation management and policy frameworks. The study synthesizes findings from academic 

journals, institutional publications, and case studies of international firms regarding trends, challenges, and 

solutions in managing innovation within rigid policy environments from the early 1980s to 2025. Without 

collecting primary data, this study relies on secondary data sources to outline conceptual insights and practical 

implications for businesses and policymakers and how businesses can take advantage from it. 
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1. Introduction 

1.1 Inflexible policy and the stage-gate metaphor 

Innovation management has for a long time been influenced by well-organized frameworks of procedures 

aiming to introduce order, responsibility and control into the unpredictable cloud which accompanies new 

product or process development. Of these, the Stage-Gate Model, originally developed by Robert G. Cooper in 

the 1980s has been one of the most widely adopted penetration testing methodologies. The model divides 

innovation into phases — for example, idea generation, concept development, testing and launch 

 

• idea generation 

https://portal.issn.org/resource/ISSN/3006-4694
https://policyjournalofms.com/
mailto:rehma32abdul@gmail.com


______________________________________________________________________________________ 

Volume: 3, No: 4  October-December, 2025 
1003 

 

• concept development 

• testing and launch 

 

  

 separated by “gates” where projects are vetted or killed. This framework has the advantage of clear benchmarks 

and risk management but it is also indicative of a control-based, inflexible policy regime. 

 

1.2 Why We Need Stiff Innovation Rules 
Innovation models and methodologies like Stage-Gate are often heralded for providing structure, discipline, 

and accountability into the innovation process. In regulated environments, such as the healthcare, energy or 

financial services sectors, the adherence to formal processes is necessary to ensure legal requirements and other 

ethical and barrier-relevant standards are met. For managers and policy makers, the a priori specification serves 

as an accountable means of overseeing investments, balancing risks and making commitments only where they 

are judged most likely to yield success. In addition, a systematic approach provides means to evaluate whether 

innovation initiatives are consistent with broader organisational or government policy goals. 

 

In addition, rigid frameworks are attractive to policymakers because they reduce uncertainty. Innovation is 

intrinsically volatile and hence unpredictable, but breaking it down into Stage-Gate-sized steps gives the 

decision-makers an illusion of predictability. Each gate is a checkpoint in which feasibility, market potential, 

and technical risks are regularly reviewed. In that sense, Stage-Gate epitomizes the thinking of policy 

frameworks that prefer stability and control over experimentation and rapid change. 

 

1.3 Limitations in Contemporary Contexts 
Nonetheless, despite the above merits, inflexible systems of control like Stage-Gate have been more fiercely 

criticized for being unsuitable to manage contemporary VUCA (volatility, uncertainty, complexity and 

ambiguity) realities. Grewianka added: In fast-paced market environments filled with digital disruption, 

economies of scale and globalization, it is clear that sequential and bureaucratic processes actually hinder rather 

than further innovation. 

The limited flexibility is certainly one of the most commonly mentioned disadvantages. The model assumes 

innovation to occur in a linear framework; whereas real world innovation is iterative, and at times 

indeterminable. They need to be able to quickly shift strategy, reposition a concept or prototype in light of 

changing consumer needs. 

 

The rigid Stage-Gate system can delay such responses and make business less competitive. 

Another challenge is the stifling of creativity: with each stage tightly monitored by gatekeepers who are mostly 

concerned with efficiency and risk avoidance, radical or unconventional ideas get filtered out at an early stage. 

This may encourage incremental innovation-that is, small, low-risk improvements-but discourage radical 

innovation with higher uncertainty and greater transformative potential. In this way, organizations risk falling 

into a pattern of "safe" innovation that fails to keep pace with disruptive competitors. 

Moreover, critics say these rigid frameworks do not accommodate open innovation or collaborative ecosystems, 

which are centrally important to businesses nowadays. Much of modern innovation is accomplished in 

collaboration with startups, universities, or even competitors, necessitating flexible processes across 

organizational boundaries. Stage-Gate, designed for internal R&D pipelines, struggles to incorporate such 

collaborative approaches without major reconfiguration. 

 

1.4 The Policy Turn in Stage-Gate Design 
The continued existence of the Stage-Gate model in multiple organizations is interesting on two levels: as 

manager’s preference but also as policy ideas. Some policymakers, as rule, are more into accountability, 

uniformity and risk control.. Here, Stage-Gate becomes more of a representative and practical interface between 

in-house best practices and policy demands. It offers a level of comfort to regulators that innovation is 

happening in an orderly and responsible fashion; includes formal checkpoints for checking compliance, safety 

and ethics along the way. 

But the stumbling block is pace. The nature of the policy process is necessarily slower and more inflexible than 

that of business, which creates potentially a tension between both the necessity for rapid innovation and 

deliberative policy evaluation. 
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By nature, policy processes are slower and more rigid than business dynamics, and businesses may be slowing 

themselves to a policy-like rhythm by adopting similarly rigid models such as Stage-Gate. The growing chasm 

between businesses needing to adapt fast and policies needing to be kept in check leaves firms struggling to 

balance both demands. 

 

________________________________________________________________________________________ 

2.0 Incremental and Radical Innovation 
Over 20 years innovation studies have drawn a distinction between incremental and radical innovations (where 

such has represented two ends of an imagined spectrum regarding how new the innovation in question was, 

how risky in terms of its organization implications). These categories are important to comprehend how 

companies interact with regulatory constraints and reach competitiveness in dynamic markets. The separation 

was first articulated by Schumpeter (1934) in his theory of “creative destruction” and further developed by 

authors such as Henderson and Clark (1990) together with Tushman and Anderson (1986). Their research 

emphasizes that incremental and radical innovations not only vary in terms of technological depth, but also 

aspects such as managerial implications, policy interactions and strategic orientation. 

 

2.1 Incremental Innovation 

Incremental innovation involves small, continuous improvements of existing products, processes or 

organizational practices. Zander: In Abernathy and Utterback (1978) note, incremental innovations are typically 

grounded in existing knowledge bases/competences of an organization and serve to reinforce existing 

technological trajectories. These are changes in product forms, in the process by which it is used or even in the 

means of reaching markets that do not require fundamentally new infrastructure or knowledge. 

 

2.1.1 Advantages 

There are advantages of incremental innovation — one is that it plays well with inflexible policy frameworks. 

Regulation and forms of organized management, such as the Stage-Gate scheme addressed by Cooper (1990), 

appear to provide a better context for incremental innovation because it mitigates the attribute of uncertainty 

and risks.For businesses operating in strict compliance regimes, incremental improvement is also possible 

within the ambit of established standards, documentation requirements, and approval mechanisms. This is the 

reason industries like pharmaceuticals, aviation, or banking, which are highly regulated, emphasize incremental 

innovation.  

 

2.1.2 Disadvantage 

However, dependence on incremental innovation alone creates a competency trap (Levitt & March, 1988), 

where firms may become overly dependent upon minor improvements and fail to predict or adapt to disruptive 

shifts. Looking from the perspective of policy, incrementalism has its benefits, since it guarantees stability and 

predictability, but for businesses, an over-reliance on this risks undermining their long-term competitiveness, 

particularly in more volatile and rapidly digitizing markets. 

 

2.2 Radical Innovation 
In contrast, radical innovation involves new discoveries that are divergent from existing knowledge, 

technologies, or organization procedures. Henderson and Clark (1990) state that radical innovation redefines 

basic design underpinnings and is able to make obsolete existing competencies. Tushman and Anderson 

(1986),in fact, distinguish between competence-enhancing and competence-destroying innovations, the latter 

frequently being the feature of radical change. These include the rise of digital photography over film, platform 

business models like Airbnb and Uber and the move to renewable energy technologies. 

Radical innovation doesn’t go well with tight management systems and policy frameworks.The high level of 

uncertainty, experimental nature, and need for cross-disciplinary collaboration often run afoul of regulatory 

processes whose primary purpose is to mitigate risk and enforce uniformity. For instance, the Stage-Gate 

process has been widely criticized for stifling exploratory projects and the propensity to prematurely kill radical 

ideas because they cannot meet predefined evaluation criteria (Cooper, 2014). As O'Connor and DeMartino 

(2006) comment, radical innovation can only be accommodated by organizations that have tolerance for 

ambiguity and long-term perspective-qualities lacking in bureaucratic structures. 

Moreover, radical innovation often challenges policy frameworks themselves. The rise of disruptive 

technologies like cryptocurrencies, ride-sharing platforms, or gene-editing technologies has shown how radical 

innovation can outrun regulation and create tension between policymakers and businesses. It is here that 
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management innovation becomes so crucial, with organizations experimenting with new strategies around 

governance, collaboration, and compliance that may allow them to push forward with radical innovation while 

negotiating evolving regulatory landscapes. 

 

2.3 Comparative Perspective 
The incremental-radical distinction foregrounds a key dilemma of businesses within regulated environments: 

that incremental innovation ensures license to operate and stability, whereas radical innovation offers long-term 

competitiveness at odds with rigid systems. Christensen (1997), in work on disruptive innovation, suggested 

that organizations that focus too much on incremental improvements are at great risk from competitors that 

introduce radical change. Conversely, over-emphasis on pursuing radical innovation without alignment of 

institutions could result in its failure, waste of resources, or regulatory pushback. 
Policymakers and managers should accordingly take up the challenge of recognizing that both forms of 

innovation are needed but necessitate different management systems. While incremental innovation can be 

effectively managed through structured processes, quality controls, and stage-gate frameworks, the drivers of 

radical innovation require flexible, adaptive, and experimental organizational approaches. This insight 

strengthens the theme of management innovation: the creation of systems enabling an organization to balance 

regulatory compliance with the agility necessary for radical breakthroughs. 

 

2.4 Implications for Bridging Policy and Business 
It is here that the relevance of incremental and radical innovation comes into play-their demands differ. Given 

the lower risk and predictability of incremental changes, policies have traditionally been designed to support 

them. However, faced with increasing VUCA, businesses require more radical approaches if they are to sustain 

competitiveness (Bennett & Lemoine, 2014). The management of innovation, therefore, seeks to design 

governance models and organizational routines which would bridge the gap between rigid policies and the 

dynamic needs of business innovation. Thus, hybrid models such as open innovation (Chesbrough, 2003) and 

lean experimentation (Ries, 2011) have emerged in an attempt to integrate the strengths of both approaches. 

 

2.5 Example 

The balance between radical and incremental innovation is exemplified by the automotive sector. Toyota's 

hybrid car program is an example of incremental innovation; since its 1997 launch, the Prius series has sold 

over 20 million units worldwide as of 2023. Without giving up on internal combustion, Toyota consistently 

improved fuel economy, engine optimization, and battery efficiency. By switching completely to electric 

mobility and selling 1.8 million fully electric vehicles in 2023 alone, Tesla, on the other hand, exemplifies 

radical innovation. Legacy automakers and legislators were forced to reconsider energy standards, 

infrastructure, and environmental regulations as a result of this change, which upended traditional 

manufacturing ecosystems. 

 

1. Toyota’s Prius line (incremental innovation) = 20M+ global sales since 1997. 

2. Tesla’s radical shift (electric-only) = 1.8M EVs sold in 2023. 

3. Incremental → builds stability; Radical → reshapes the market. 

4. Policy implications: emission standards, infrastructure, R&D incentives. 

________________________________________________________________________________________ 

3.0 The S-Curve Model for New Ideas 
Innovation doesn't happen in a straight line or in a way that can be predicted. Technological and managerial 

innovations usually come out slowly at first, then pick up speed quickly once their potential is recognized, and 

finally level off as they reach their natural limits. The S-Curve model of innovation is one of the most important 

ways to explain this pattern. The S-Curve, which Foster (1986) first made popular, is a way to think about how 

technologies' performance changes over time. When you plot performance improvements against effort, 

resources, or time, you get the unique "S" shape that shows the life cycle of most innovations: a slow start, a 

period of rapid growth, and finally, a plateau or maturity stage. 

 

3.1 Early Stage: Development and Gradual Advancement 
Even with large investments, technological performance usually only slightly improves at the beginning of the 

curve. This is a result of early experimentation's technical inefficiencies, ignorance, and lack of comprehension 

(Schilling, 2009). Because the benefits are not immediately apparent, firms that adopt emerging innovations at 

this stage frequently face skepticism from markets and policymakers. When strict regulatory frameworks are 
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implemented, this slow progress becomes particularly problematic.  

Businesses experimenting with early-stage technologies are at a disadvantage because policies typically 

favor established practices and quantifiable results.  
In the 1990s, for example, policymakers evaluated renewable energy technologies against the established 

performance standards of fossil fuel technologies, which led to high costs, low efficiency, and little institutional 

support. 

 

3.2 Development Phase: Explosive Growth and Market Acceptance 
S-Curve The mid-part of an S-curve represents a period of accelerated progress where knowledge, experience 

and economies-of-scale emerge with critical performance improvement. This phase is marked by the beginning 

of a commercial market for a technology, accelerated proliferation and intensified competition. Strategic 

governance choices at this stage are critical; companies need to allocate resources wisely, and scale operations 

efficiently in addition to reconciling with regulatory regimes that are challenged to keep up with the pace of 

technological development. Regulators often take a back-seat to adapt the rules by which the rapidly growing 

disruptors are to be guided, thus creating friction between innovators and rigid regulations. 

 

3.3 Maturity Stage: Diminishing Returns and Incremental Innovation 
The maturity stage is represented by the upper plateau of the S-Curve, where further investments in the 

technology yield inadequate returns. Usually in this stage, innovations are incremental and not radical; 

competition is engaged either at: 

• Cost-efficiency 

 • branding 

• customer service 

  

As described by Christensen (1997), the biggest challenge for management innovation in this phase is a decision 

between further optimization of mature technologies or an investment in completely new paradigms that, after 

some time, will replace the existing ones. The inclination to rely on mature technologies is further reinforced 

by inflexible policy frameworks, where regulations regarding established standards create barriers to disruptive 

alternatives. For instance, the regulatory approach in health usually emphasizes established pharmaceutical 

methodologies at the expense of biotech startups seeking to introduce radical gene therapies. In such scenarios, 

the mismatch between regulatory rigidity and business dynamism hampers innovation processes and delays 

societal benefits. 

 

3.4 Discontinuous Innovation and Shifts Between S-Curves 
A fundamental insight of the model is that innovation does not happen along a single S-Curve. Rather, industries 

undergo discontinuous innovation-one curve flattens, and a new curve starts with a radical break (Foster, 1986; 

Christensen, 1997). The transitions are the toughest moments for businesses and policy thinkers. For firms, any 

transition from one curve to the next requires letting go of established competencies, business models, and 

investments. For policymakers, the challenge is to create adaptive frameworks that can accommodate radically 

new technologies without undermining safety, fairness, or stability. Failure to recognize these transitions often 

leads to crises of competitiveness. For instance, Kodak continued to optimize film technology well past its 

maturity stage, while the emergence of digital photography should have been its wake-up call. Policymakers 

also often fall victim to similar blind spots, as has been witnessed in the sluggish regulatory adjustment to 

blockchain-based financial technologies. 

 

3.5 Example 

The global smartphone industry provides a textbook example of the S-Curve of innovation. In the early 2000s, 

Nokia held nearly 40% of global market share through design-based incremental improvements. The 

introduction of Apple’s iPhone in 2007 marked the inflection point — triggering the exponential growth phase. 

By 2015, global smartphone users had surpassed 2.5 billion, and the market reached saturation in the 2020s 

with growth slowing to under 2% annually. Companies now compete through marginal camera and processor 

upgrades, signaling a mature plateau on the S-Curve. 

 

1. Nokia’s dominance (2000–2007): 40% share → maturity stage. 

2. iPhone’s launch (2007): start of rapid acceleration. 

3. 2020s: saturation phase with <2% annual growth. 
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4. New “S-curve” triggers → AR, AI, and flexible displays. 

________________________________________________________________________________________ 

 

4.0 Implications for Management Innovation 
The S-Curve model emphasizes the need for management innovation as a bridge between policy and business. 

Management systems that rely on inflexible planning and long-term predictability are not appropriate to support 

nonlinear patterns of innovation. Firms are forced to adopt adaptive management practices, enabling open 

innovation strategies through collaboration with external partners (Chesbrough, 2003), lean startup 

methodologies emphasizing experimentation, iteration, and learning (Ries, 2011). This provides firms with both 

a means to position at the origin of new S-Curves in an early stage while reducing the risks that come with such 

radical change. 

From the policymaking perspective, the S-Curve suggests that regulatory frameworks need to become more 

flexible and forward-looking. Mechanisms such as regulatory sandboxes-in which new technologies can be 

tested in controlled environments-represent one way to accommodate innovation while maintaining oversight. 

In addition, foresight analysis and horizon scanning can be integrated into policymaking to better anticipate 

when technologies are likely to transition between stages of the S-Curve. This alignment of business and policy 

innovation is critical for ensuring that regulatory systems do not suppress competitive advantage but rather 

enable it. 

 

4.1 Management innovation as solution 
Increasing disparities between rigid policy frameworks and dynamic business environments have brought about 

intense pressure for new approaches towards organizational design and decision-making. Though traditional 

management systems, like the stage-gate process, provide structure, accountability, and risk control, they have 

often been criticized because of perceptions that they constrain flexibility and slow down the capacity of firms 

to react to rapid technological change (Cooper, 2008). The same can be said of innovation dynamics, as captured 

by the incremental–radical distinction and the S-Curve model, where industries evolve in nonlinear and 

discontinuous ways. These diverse realities contrast sharply with conventional policy mechanisms that are 

based on assumptions of predictability and stability. In this light, management innovation provides a vital 

solution. Defined as “the implementation of new management practices, processes, or structures that change 

the way work is carried out and enhance organizational performance” (Birkinshaw, Hamel, & Mol, 2008), 

management innovation is a higher-order innovation meant to transform the underlying logic of how 

organizations function. 

 

4.2 Moving Beyond Structural Rigidity 
Management innovation addresses the deficiencies of such rigid systems by incorporating principles of 

flexibility, adaptability, and continuous learning. Traditional governance systems-which mitigate risks by 

enforcing compliance and standardization-become a barrier to competitiveness in dynamic contexts. For 

example, the stage-gate model, while requiring structured evaluation of projects, cannot accommodate iterative 

or emergent processes of innovation very well (Becker, 2006). Management innovation provides a fitting 

correction to these limitations by advocating decentralized decision-making and cross-functional teams. Such 

approaches distribute authority closer to the point of action with the result that organizations can respond more 

rapidly to technological opportunities and regulatory changes. 

A critical implication, therefore, is that organizations can be compliant with the requirements set by policy 

while exerting independence in the decisions over operations. For instance, adaptive project management 

methods, such as agile and lean development, have been successfully applied to industries ranging from 

software development to healthcare; they illustrate how flexibility in execution can be combined with 

mechanisms of accountability (Rigby, Sutherland, & Takeuchi, 2016). 

 

4.3 Enhancing Innovation Capacity Through New Models 
Another important contribution of management innovation is the creation of systems that are in congruence 

with the nonlinear trajectories of innovations. The incremental-radical distinction and the S-Curve model 

convincingly show that organizations need to be prepared to address both a gradual evolution and a sudden 

shift. Management innovation provides the structures necessary for these dual demands. Ambidextrous 

organizations, as proposed by Tushman & O'Reilly (1996), for example, can enable the firm to exploit existing 

capabilities while exploring radical alternatives and avoid being locked into outmoded technologies. Similarly, 

the adoption of open innovation frameworks, such as the one by Chesbrough (2003), allows firms to leverage 
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external knowledge sources and thus to mitigate risks with both incremental optimization and radical 

experimentation. 

These approaches strengthen the competitiveness of businesses while making policy alignment easier. 

Management innovation bridges gaps between business practices and regulatory requirements by 

institutionalizing mechanisms for collaboration, transparency, and experimentation. Policymakers can more 

fruitfully interact with those enterprises that operate their management systems in an open and adaptive way, 

reducing the gap that often exists between regulatory intent and how markets actually behave. 

 

4.4 Bridging Policy and Business Through Adaptive Governance 
A core role of management innovation is to act as a translator between the logics of policy and business. 

Inflexible policy is usually unable to deal with ambiguity, while businesses rely on their agility and 

experimentation capabilities. Management innovation provides means to combine such disparate logics through 

adaptive governance mechanisms. A popular example is regulatory sandboxes, which bring businesses and 

policymakers together in an effort to try out new technologies within controlled environments. Such regimes 

make it possible to experiment with the use of fintech or renewable energy systems, for instance, within a secure 

regulatory environment (Zetzsche, Buckley, Arner, & Barberis, 2017). 

Another innovation in governance is dynamic capability development through which firms are constantly 

reshaping their resources to respond to shifting environments, as noted by Teece, Pisano, & Shuen (1997). This 

idea now resonates with policy-making processes that increasingly put a premium on foresight and adaptive 

regulation. In addition to being rendered more agile, management innovation can make firms more compatible 

with changing policy priorities, hence reducing the friction often characterizing business-government 

interactions.  

 

4.5 Building Sustainable Competitiveness 
Management innovation is finally positioned as the way to achieve sustainable competitiveness under 

conditions of volatility, uncertainty, complexity, and ambiguity. Where companies operate on fixed 

management logics, they are likely to suffer from inertia. However, companies adopting management 

innovation are enabled to make great performances in uncertain conditions. The continuous learning culture, 

experimentation-based strategies, and digital transformation efforts illustrate how management innovation is a 

survival mechanism for business operations under rapidly changing market conditions (Hamel, 2006). 

Importantly, these practices do not undermine the role of policy; rather, they enhance its effectiveness. Through 

creating more transparent, collaborative, and adaptive organizational systems, management innovation allows 

policymakers to trust and support business experimentation. This allows for a more synergistic relationship 

whereby regulation and business innovation reinforce rather than oppose one another. 

 

4.6 Example 

Samsung's transformation in the late 1990s well illustrates the strategic power of management innovation. 

Under Chairman Lee Kun-Hee's "New Management" vision, Samsung moved from volume-driven production 

to quality-centric and design-led competitiveness. From 1993 to 2010, Samsung's ranking in global brands went 

up from 43rd to 6th worldwide, while R&D investment reached 8-9% of its annual revenue. Equally, 3M's long-

standing "15% rule" and innovation culture have reaped more than 55,000 patents and made 3M one of Fortune's 

"Most Innovative Companies" for years in a row. These examples show that managerial systems-not just 

technology-build the platform for continuous innovation and adaptability. (Hamel, 2006; Interbrand, 2010; 3M 

Annual Report, 2023). 

________________________________________________________________________________________ 

 

5.0 Conclusion 
Countries with strong governance combined with adaptive innovation ecosystems have gained sustained 

competitiveness worldwide. Singapore's Smart Nation program, initiated in 2014, brought together public data 

platforms, digital infrastructure, and citizen services that increased the contribution of the digital economy to 

more than 17% of GDP by 2023. South Korea's continuous investment in R&D and flexible adjusting industrial 

policy made it the 10th-largest economy in the world while sustaining high innovation output. The examples 

above illustrate the fact that innovation is not merely technological but rather institutional, managerial, and 

systemic. Further research could then be done on how such policy-business co-evolution models may be 

expanded to emerging economies. (Tushman & O’Reilly, 1996; Hamel, 2006; IMF, 2024). 

In sum, management innovation represents a critical solution to the challenges posed by rigid policy frameworks 
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and dynamic business environments. By promoting flexibility, ambidexterity, open collaboration, and adaptive 

governance, it offers firms the capacity to innovate within the constraints of regulation while also pushing policy 

frameworks toward greater responsiveness. Contemporary evidence shows that management innovation is not 

just a supportive aspect of business strategy but a transformative mechanism that redefines the interface between 

policy and business. Management innovation will continue to be at the heart of bridging this persistent gap 

between rigid governance and agile market demands amidst continuous technological disruptions and 

regulatory complexities in various industries. 

________________________________________________________________________________________ 
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